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OF THE DEPARTMENT OF COMMERCE
OF THE STATE OF UTAH
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WING HAVEN FARM, LLC Docket No:  10-10-0072
GARY G. HATCH Docket No:  10-10-0073
Respondents.

THE DIVISION OF SECURITIES TO THE ABOVE-NAMED RESPONDENTS:

STATEMENT OF JURISDICTION

1. Jurisdiction over Respondents and the subject matter is appropriate because the Division

alleges that they violated § 61-1-1 (securities fraud) of the Act while engaged in the offer and
sale of securities in or from Utah.

Answer:

Deny: Hatch contends that “Leasing” the breeding rights from a company that
operates a Mare Leasing program in not an investment, but rather a commercial
fransaction where one party leases property from another party to enjoy the
benefits of the property. In this case, DC & MC Lease the wombs of 8
Thoroughbred Mares from Wing Haven in order to enjoy the foals produced by the
8 mares. Lease payments were made. mares were bred and foals were produced.

STATEMENT OF FACTS
THE RESPONDENTS

2. Wing Hawen Farm. LLC (Wing Hawven) is a Utash limited kability company, formed on
December 12. 2007 Jillian C. Hatch is a manager and registered agent of Wing Haven Gale M.
Hatch s aiso a rmanager of Wing Haven Wing Hawen's siislus a5 3 business enlity is expised. Wing
Hawen has never been icenssd Dy the Diamion as 3 brolsersdesier agevi NOr an ssuerfagent 10 sel

Answer Admit
3. Gary G. Hatch (Hatch) was, at all relevant times, a resident of the State of Utah. Hatch was
not, at all relevant times, licensed as a broker-dealer, agent, investment advisor, or investment
advisor representative in Utah.'

Answer:



Admits that at “at all relevant times, a resident of the State of Utah”

Admits that respondent was not “at all relevant times, licensed as a broker-dealer,
agent, investment advisor, or investment advisor representative in Utah”.

However Respondent Denies that at all relevant times Hatch was required to be
licensed as a broker-dealer, agent, investment advisor, or investment advisor
representative in Utah". Hatch denial is base on two facts.

1) In accordance with Utah Uniform Secunties Act, Utah Code Ann. § 61-
1-3 saction 3-C which states an exemption to the code as follows “the
person has no place of business in this state and during the preceding
12-month period has had not more than five clients, other than those
specified in Subsection (3)(b), who are residents of this state” .

Hatch states that at all relevant times, he has less than 6 clients in the
state of Utah, Hatch further states that at all relevant time he had less

than 8 clients in any state of the US and further at all reverent time he
had less than 16 clients in total.

Hatch further states that, at all relevant times, he had no formal office in
the State of Utah.

2) Hatch attests that at all relevant times he never acted in any capacity as
broker-dealer, agent, investment advisor, or investment advisor
representative. Hatch's business, at all relevant times, was the
business of “Personal Manager”. Exhibit 1 attached will show that the
first email sent to the Crandall’'s on November 25, 2003 outlines what
business that Hatch was in and one of the services that Hatch’'s
Company, McKenzie Finch provided is “Personal Management
Services”. Hatch furthers states that he is willing to provide evidence
that ali emails that originated from Hatch described the same services
as did the 11-23-2003 email throughout the relevant times of this issue.

Hatch is prepared to produce facts that Hatch operated his business in
a manner that parallel's the Zinn vs. Parrish case insomuch as it
pertains to the nature of the overall relationship of Hatch and DC & MC.
Please find attached “Exhibit 1a”. This email was sent to the Crandall’s
on January 8, 2008. This is one of many examples of the subject matter
of the Personal Management Services provided for the benefit of the DC
& MC. You will see that, at that date in time Hatch was tasked with
eight (8) different projects. Mare Leasing being only one.

in addition. Hatch has also attached an email labeled 1b. dated 4-21-
2005 that show the same services and also illustrated the Crandail's
asking Hatch to supply research and information about a 1031
exchange

Attachment labeled "Exhibit 1¢ = an email dated 4-10-2006 provides
further evidence that Hatch acted as a Personal Manager Not oniv
Joes this email carry the same signature iine staling Persona:
Management Services™ but aisc snow that the Cranaall s hag task
Hatch to perform due diligence on the company that provided an
“Investment Platform” In this case David Crandall had researched this
investment piatform nimself and then asks Hatch to interview the
managers of the company that offered this investment platform and
forward his findings to the Crandall’s.

Attachment iabeled “Exhibit 1d”, an email dated 10-03-2007 provides
further evidence that Hatch acted as a Personal Manager. Not only
does this email carry the same signature line stating “Personal



Management Services”, but also show that the Crandall’'s had task
Hatch with five (5) separate projects.

Attachment labeled “Exhibit 16", an email dated 7-19-2008 provides
further evidence that Hatch acted as a Personal Manager. Not only
does this email carry the same signature line stating “Personal
Management Services”, but also show that the Hatch was working on
"outstanding projects” for the Crandall's.

GENERAL ALLEGATIONS

4. From approximately October 2007 to December 2007, Respondents offered and sold a
security to investors, in or from Utah, and collected a total of $200,000.

Answer: Deny: DC & MC were never offered an investment. As clearly pointed out
to them in an attached email dated 12-28-2007 (labeled Exhibit 2), prior to the $200,000
Lease payment was made by the DC & MC to Wing Haven, the Crandall’s were told:

“You are not making an investment in Wing Haven, you are leasing the
reproductive rights of one or more Thoroughbred mares. You will be leasing
these mares from Wing Haven. There are a number of services that come
along with the lease, such as management of the mares, Shire fees, cost of
boarding he mares, insurance on the mares, etc. When [ find out my above
question concerning the amount you are putting toward mare leasing, | wili
Start to prepare all the documents that give you legal title to the foals born to
the mares you lease. | will also be outlining the entire program from
beginning (two months ago) to the time you make a discussion to sell the foal
or train to race.”

Additional information wili be available during discovery to reinforce the facts that there waé
a “Lease Agreement’ between the Crandail’s and Wing Haven. in addition, evidence will
show no “Investment in Wing Haven” was proposed to the Crandall’s.

5 Respondents made material misrepresentations and omissions in connection with the offer
and sale of a security to the investors below.

Answer:

Deny: Hatch contends that Leasing the breeding rights from a company that
operates a Mare Leasing program in not an investrnent nor the sale of a secunty.
but rather a commercial transaction where one party leases property from another
party to enjoy the benefits of the property. In this case, DC & MC Lease the wombs
of 8 Thoroughbred Mares from Wing Haven in order to enjoy the foals produced bv
the 8 mares [ease payments were made mares were bred and foals were
progucec

6. The mvestors lost alt $200.000 in prncipal
Answer:

Deny. The iatest information available to hatch confirms that the Crandall's
owned 6 Thoroughbred foals that were the result of the Mare Lease. Their
ownership of these 6 foals shows that they did in fact receive what was
provided under the Wing Haven Mare Lease program. Hatch cannot
confirm the result of the Crandall's ownership of the six (6) Thoroughbred
foals. Hatch can only assume that the Crandall’s either sold the six (6)



Thoroughbred foals or perhaps they are all in training at this very date to
start racing early in 2011. What Hatch can confirm is the Crandall's leased
eight (8) Thoroughbred mares. One of the Thoroughbred mares Coliced on
12-24-2009 and Wing Haven authorized surgery to correct the problem.
During surgery, the Vet relayed to Wing Haven that it was not advisable to
continue with surgery as 8 to 10 feet of the Mares intestines were dead and
recovery was less than 50%. The decision was made by Wing Haven to put
the mare down. Further, Hatch can attest that a second foal died after birth
and after the Crandall's took ownership of such foal.

In addition to the above, DC & MC had the opportunity to save $80K+ in
taxes almost immediately. To say that the investors lost all $200,000 in
principal would be incorrect and as stated above Hatch has no knowledge
that the foal that DC & MC own have not been sold and if not, when sold the
proceeds would belong to DC & MC.

INVESTORS DC AND MC (HUSBAND AND WIFE)

7, In the fall of 2002 DC and MC met Hatch through a referral. Since that time. Hatch
Through his company McKenzie Finch, LLC, has acted as DC and MC's investment and tax

advisor.
Answer;
Deny: DC & MC were referred to Hatch and in November 2003 MC
contacted Hatch. As illustrated above, respondent Hatch, at all relevant
times, acted as a Personal Manger for DC & MC.
8. In October 2007, Hatch called DC and MC from his office in Midvale, Utah. Both DC and
MC participated in the phone call.
Answer:
Deny: Hatch cannot confirm that any October call (s) originated from any
location in Utah. However, Hatch can confirm that it did not originate in
Midvale, Utah. Hatch does not have a formal office in Midvale, only a mail
box.
g During the conversation, Hatch toid DC and MC they needed a tax shelter because they

were going to have taxabile income in excess of $200,000.

Answer

Deny Hatch never toid the DC & MC they needed a tax sheiter -s
Hustrated m "Extubit 1d” Hatch can confirm that various projects were oper
1asks anc among those projects would have Deer z JiSCUSSIor as iT 1ax
olanmng for 2007  Hatcr car atsc corir that 7~ was Zommer as the
Personail Manager for the DC & MC tc annualize the Crandall' s year i date
Financial Statement (see attached Exhibit 3) and make recommendations
as to what steps need to be considered to reduce the current vear s tax
hability (see attached Exhibit 3a ana 3 o

10. Hatch said that he had a potential tax shelter for them that would aiso serve as an
investment opportunity. Hatch suggested that DC and MC invest in a mare leasing program
through a company that would be owned and operated by Hatch's wife and their daughter Jillian

Hatch (Jillian).



Answer:

Deny: Hatch explained the concept of a Mare Lease program to DC & MC
in early November. Hatch explained that if we could not find a company
that was offering a Mare Lease program that Hatch would talk to his
daughter Jill and his wife Gale to see if they would be willing to form a
company that would offer a Mare Lease program. Hatch searched and did
not find any current Mare Lease programs available and Hatch did discuss
the concept of setting up a Mare Lease company with his daughter Jill and
his wife Gale. They both agreed to set up the company so such a program
could be offered to DC *MC. Throughout November and early December
DC & MC vacillated back and forth as to whether or not they wanted to
become involved in the Thoroughbred Breeding business. Jill Hatch formed
Wing Haven on 12-12-2007 simple to be prepared to help DC & MC should
they decide to become involved in the Thoroughbred Breeding business.
Literally a day or two after the formation of Wing Haven, DC informed Hatch
that they would not be interested. All efforts to continue with Wing Haven
ceased.

Then on 12-27-2007, out of nowhere, Hatch received an email from DC
(attached Exhibit 5) asking “What is the name of the company that | need to
make a check out for the mare leasing?” Hatch responded (see attached
Exhibit 5a) asking “Tell me what your thinking so | can get all the
information to you". DC then responded to Hatch (see attached Exhibit 5a)
“All I'm thinking about is getting a check out to you". Hatch then responded
(see Exhibit 5b) “OK, what | mean is when you decide how much that
check is, let me know so | can get the right paperwork together for you
guys”. DC then responds (see attached Exhibit 5b) “Sent Check for
$200,000". Next, MC sends and email on 12-28-2010 (see Exhibit 5¢)
where she asks “David has sent a check for the mare leasing. | am curious
how this will work. Will we get paper work that shows we have invested
in the Winghaven Farms? | understand that we need to read about mare
leasing and possibly do some traveling around mare leasing but what else
do we need to do. | have iooked over the web sites you have sent and am
very overwheimed with it all. There is so much to learn! | wish | had paid
attention to the horse stuff while | was growing up” Hatch then responds to
MC (see Exhibit 2) . “You are not making an Investment in Wing Haven,
you are leasing the reproductive rights of one or more Thoroughbred
mares. You will be leasing these mares from Wing Haven. There are a
number of services that come along with the lease, such as
management of the mares, Shire fees, cost of boarding he mares,
insurance on the mares, etc. When | find out my above question
concerning the amount you are putting toward mare leasing, | will start
to prepare all the documents that give you legal title to the foals born
to the mares you lease. | will aiso be outlining the entire program from
beginning (two months ago to the time you make a discussion 1o sell
the foal or train to race.” | think you will see from the above that there
was o seiing of anything. simpie a Personal Manager doming his best tc
accommodate his client and the family of the Personal Manager showing a
wiliingness = dc whatever *hev zouid 1 helr the cher:

11 Hatch said that Jillian was an equestrian and had experience in the industry.

Answer: Agree

12. Hatch made the following statements about the investment opportunity:



a. The investment would be a write-off against the excess ordinary income, immediately
“saving" DC and MC $81,260 in tax liability;

Answer:

Agree that a projection was made to this effect; however DC & MC
were told on numerous occasions that they needed to be “Materially
Invoived” in the Thoroughbred Breeding and Racing business in
order to receive a tax benefit. Hatch furthers stated on numerous
occasions that at least 100 hours per year would have to be
dedicated to the operation of a Thoroughbred Breeding and Racing
Business and that the safe harbor was 500 hours of dedicated time
in the operation of their Thoroughbred Breeding and Racing
business. Throughout 2008 DC & MC were reminded of this
obligation and Hatch was informed on several occasions that Wing
Haven tried to set up events for DC & MC to attend that would have
provided them the knowledge needed to run their Thoroughbred
Breeding and Racing business.

b. The investment funds would only be used to fund the breeding of a stable of foals for
future sale, racing, or other disposition:

Answer:

Deny: The lease payments paid to Wing Haven provided DC & MC
with the right to the foais born to the eight (8) mares they leased. It
was the responsibility of Wing Haven to provide the 8 mares, breed
the 8 mares as agreed to in the attached Mare Lease and Breeding
agreement (see attached Exhibit 5) that was executed by Wing
Haven and by DC & MC In addition, it was the responsibility of Wing
Haven to pay for boarding for the 8 mares for until 150 days after
the foals, owned by DC & MC. were born as stated in the Boarding
agreement (see attached Exhibit 6a). This agreement was executed
by Wing Haven, but not by DC & MC, however Wing Haven still paid
all of the Boarding costs for the 8 Mares and the foals for 150 days
after their birth. it was the obligation of Wing Haven to cover the
expenses the cost of the 8 mares, the cost to breed the 8 mares and
to board the 8 mares and their foals until 150 days after the birth of
the foals even if it cost more than was paid for the Lease. in
addition the program had to be managed and Jill Hatch was paid for
a period of 6 month to manage Wing Haven and after the 6 months
Jill Hatch continued to manage Wing Haven with no pay

C. The proceeds from the disposition of the foals would be —taxed at capital gains rates
netting an overall retum on investment.

~ISwer Agree
a DC and MC would recsive 3 minimum at ssgint DEFCent reiaT On Iweslment.
Answer’

Deny: The target, based on information researched by Hatch
showed that there was a possibility of a return of 8% and the
information provided by a company that was in the Mare Lease

business until 2006 showed a 14 year history of an average return
of 8%.



e. The term of the investment would be for one year,
Answer:

Deny: it was clear from documents sent to DC & MC dated 11-19-
2007 (see attached exhibit 4) that the sale of the foal produced by
the 8 mares DC & MC leased could take as long as 40 + months
before and revenue was received from the sale of the foals or the
revenue from racing the foals upon them reaching 2+ years of age.

f. The return of principal to DC and MC was guaranteed because they would be the first
investors; and

Answer;

Deny: Upon receiving the word from DC on 12-27-2007, Hatch,
acting as the Personal Manager for DC & MC started working with
Wing Haven to put the program together in order to benefit DC &
MC. Trips were made to California, Arizona, New Mexico & Texas
to secure the boarding and breeding part of the program. In early
March, Hatch, acting as Personal Manager for DC & MC negotiated
an agreement with Wing Haven to use any asset it had or would be
accumulating to be used to provide a profit to DC & MC on the lease
of the 8 mares, even if it meant using other assets of Wing Haven to
be sold to benefit DC & MC.

g. There was no risk on the investment.
Answer:

Deny. Risk was explained in detail (see attached Exhibit 4).

13. Hatch told DC and MC that to make the investment work, he needed to receive the
$200,000 before the end of the tax year, December 31, 2007. Hatch said that DC and MC needed
to have some type of active involvement to qualify for an IRS deduction, but really their involvement
was very minor. Their only responsibilities would be to learn about horses, attend some horse
races, and visit the farms.

Answer:

Agree Hatch agrees that he toid DC & MC that if they wanted tc
benefit from the tax deduction related to leasing the reproductive
rights of 8 Thoroughbred Mares. the iease payments had to be
made pror to 12-31-2007.

Agree ~aten ola DC & MC hat they haao 1© become Matena:
involved” in the day to dav operation of the Thoroughbred breeding
and racing business 1f thev wanied ¢ qualify for the tax deauctio-
elated 1 leasing the reproductive nghts of 8 Thoroughbrec —ares

Deny: Hatch denies that he told DC & MC that their involvement
would be “very minor” But, in fact, DC & MC would have to spend
at ieast 100 hours (up to the safe harbor of 500 hours) per year
each year, for the entire period they had involvement in the
Thoroughbred breeding and racing business relating to the 8
Thoroughbred mares reproductive rights they leased and the
resulting birth, growth, training and subsequent sale or racing of the
foals that were a product of the lease they agreed to make



Agree: Hatch agrees that he told DC & MC that their responsibilities
would be to leam about horses, attend some horse races, and visit
the farms, but not only these things. Hatch further attests that DC &
MC were incourage on many occasions to join Wing Haven at all the
farms where there leased mares were being boarded. In addition,
Hatch suggested that Wing Haven set up a trip to the Kentucky
Derby in May 2008 and in fact did set up a trip to include the visit to
several of the top Thoroughbred Breeding Farms in Kentucky.
However at the last minute DC & MC decided not to come. In
addition, a trip was planned to go to California for the Breeders Cup
in October 2008. Again, the trip was planned including visits to the
farms in California that were boarding some of the mares. DC & MC
made hotel and airfare reservations to meet Jill Hatch at Sana Anita
race track to attend the Breeders Cup in late October and again at
the last minute DC & MC cancelled the trip.

14.  Based on Hatch's representations, DC and MC invested $200,000 in Wing Haven. On or
about December 28, 2007, DC and MC mailed Hatch a $200,000 check made payable to Wing
Haven. On December 31, 2007 Hatch deposited the check in Wing Haven's bank account at Zions
Bank for which Jillian has signatory authority.

Answer:

Deny. Hatch did not deposit the check.

15. Using a source and use analysis, Wing Haven, Hatch, Hatch's wife, and Jillian used the
majority of the $200.000 funds from December 31. 2007 to approximately March 20. 2008 in the
following manner:

a.

b.

$10,260 paid to Jitlian:

$5.942 .80 cashed: and

c. $120,550 wire transferred to DOJ, LLC's Zions Bank account for which Gary Hatch and

Gale Hatch have signatory authority. From that account, DOJ used the funds in the following
manner:

i.

v

vil.

$14,242 cashed;

$46,258 paid to Gale Hatch

10,800 paid to Colby Hatch;

$1.500 paid to Mike Hatch:

$7.050 transierred to Westerm Capital Management:
$1.000 ped 10 Dalff Chyeie

$4.584 paid to Western Petroleum;

$2.500 paid 0 Architectural Living:

$2,250 paid to David Bankston;

$1,000 paid to lla Hatch;


http:5.942.80

xi. $7,182 transferred to Gary W. Nelson Client Trust Account;
Xii. $510.50 paid to Dean Sweat; and

xiii.  Approximately $20,000 used for groceries, entertainment, and other personal
expenses.

Answer:

Deny: Hatch is not sure what the allegation is in this section.

Hatch assumes that the Commission is questioning the use of the
funds paid by DC & MC for the lease of 8 mares. As stated above,
Wing Haven had the financial responsible to secure the 8 mares,
pay for the breeding expense when it came due and cover the
boarding expense for a period of approximately 18 months for the 8
mares leased by DC & MC and the foal owned by DC & MC. ltis
Hatch's understanding that Wing Haven felt it prudent to prepay any
expense that could be prepaid and then properly invest the
remainder of the funds until they were needed. DOJ, LLC offered to
pay an interest rate of 6% on funds loaned to DOJ, LLC and repay
the money back on an as needed basis. Hatch has secured the
books of Wing Haven and can attest and provide evidence that all
the borrowed funds were repaid pius the 6% interest and in addition
DOJ, LLC or other Hatch Family entities contributed an additional
$180,000 over a period of 18 months. This additional contribution
has never been recovered.

16. On March 6, 2008, DC and MC received a letter from Hatch explaining Wing Haven and
disclosing risk factors. In the letter, Hatch describes the investment as "speculative” and claims that
the investors could lose all of their investment funds. Hatch also claimed that the investment term
was for twelve to fifteen months.

Answer:

Deny: The same information contained in Exhibit 4, dated 11-19-
2007 was included in the March 6, 2008 information and it fully
disclosed that it could be 40+ months before DC & MC could expect
revenue from the foals they were going to own. Exhibit 4 dated 11-
19-2007 also, again disclosed the risks that were involved in the
Thoroughbred Breeding and Racing business.

17. On October 14, 2008, DC and MC received two additional contracts from Hatch. The first
was described as the "Mare Lease and Breeding Agreement” and the second was described as the
"Foal Agreement "

Answer

Der. -—atcr attests that these agreements were ser 1o 0 & MC
>~ Marc= £ 2008 aiong witt = ~umber X other 1arge Jocuments
The size of the attachments = the emails was sc iarge that they hag
to be sent in several emails. Hatch had many conversations with
DC & MC about all the tasks he was performing for DC & MC
mciuding the mare kease program from the March 6. 2008 date untii
October and incourage DC & MC to execute the documents and
send them back to Wing Haven. One of the Personal Management
tasks performed by Hatch for the Benefit of DC & MC was to do
research for a new Accounting Firm for DC & MC. Hatch was
successful in finding a firm in Kentucky to do the accounting needs
for DC & MC and in April of 2008 documents were sent to the new



accounting firm and Hatch offered to provide any information that
the Accounting Firm needed. It was not until October 7, 2008 that
the Accounting firm had questions about the Mare Lease program
and from 10-13-2008 through 10-15-2008 Hatch exchanged 23
emails with DC & MC and their Accounting Firm so they could file
the 2007 tax returns for DC & MC. However, DC & MC still did not
execute the agreements. On 11-02-2008, after much effort by
Hatch, DC & MC finally signed the "Mare Leasing and Breeding
Agreement” (see attached Exhibit 6).

18. The foal agreement required DC and MC to pay an additional $78,000 above the initial
$200,000 for feed, stabling, and care of the foals. This was the first DC and MC had heard of the
additional fee.

Answer:

Deny: Exhibit 4 dated 11-19-2007 point out that additional expense
would be required by DC & MC. On page 1 of Exhibit 4, as part of
the projected calculation, it clearly states that an estimated $13,000
would be needed to insure their foals as soon as each one was born
and that the estimated boarding expense to get the foals to the point
where they would produce revenue would be an estimated
$78,400.00.

19. On February 6, 2009, DC and MC received another agreement entitled the "Mare Boarding
Agreement.” DC and MC also received a letter dated February 6, 2009, in which Hatch claims that
the term of the investment contract was for "3+ years."

Answer:

Deny: The "Mare Boarding Agreement” (see attached Exhibit 7)
was sent by Hatch on 3-6-2008, again on 10-13-2008 and again on
2-6-2009. Again, documents were provided to DC & MC from the
beginning. This agreement was never signed by DC & MC;
however Wing Haven still paid all the cost associated with this
agreement.

20. Wing Haven still owes DC and MC $200,000 in principal alone.
Answer:
Deny. DC & MC should have received over $80.000 in tax relief
and they aiso should have taken ownership of the foals produced
by the 8 mares leased by DC & MC and when sold or raced will
orovide further revenue to DC & MC
CAUSES OF ACTION
COUNT |
Securities Fraud under § 61-1-1 of the Act
21. The Division incorporates and re-alleges paragraphs | through 20.

22. The investment opportunity offered and sold by Respondents is a security under 61-1-13 of
the Act.

Answer:


http:78,400.00

Deny: Hatch has studied 61-1-13 and cannot find any part of the
regulation that covers a party leasing property from another party.

23. In connectio.n with the offer and sale of a security to the investors, Respondents, directly or
indirectly, made false statements, including, but not limited to, the following:

a. That DC and MC would receive a minimum of eight percent return on investment, when
in fact, they did not;

Answer:

Deny: Covered above.

b. That the term of the investment would be for one year, when in fact, it was not;
Answer:

Deny: Covered above.

c. That the investment only required $200,000, when in fact, Hatch tried to convince DC
and MC that they owed Wing Haven more funds;

Answer:
Deny: Covered above.
d. That the investment was guaranteed, when in fact, DC and MC lost their investment
funds;
Answer:

Deny: Covered above.
e. That there was no risk. when in fact. every investment has risk: and

Angwer

OUeny  overeg apove

f That the invesiment funds would only be used to fund tive breesiing of 2 stable of foals.
when in fact, much of the funds went to famity members and personal expenses.

Answer:

Deny: Covered above.



24, In connection with the offer and sale of a security to the investor, Respondents,
directly or indirectly, failed to disclose material information, including, but not limited to. The
following. which was necessary in order to make representations made not misleading:

a. That Hatch Family Limited Partnership filed for Chapter bankruptcy April 26. 2001:

Answer: Agree
c. That Hatch has had state tax liens filed against him frequently dating from 1989 to 2005
with $43,131.12 in total pending judgments;

Answer: Agree

d. That Hatch and his wife, Gale, have a $15,040.35 civil judgment pending against them;
Answer: Agree
e. That Hatch has a $12,341.41 foreign judgment pending against him; and

Answer: Agree

f. Some or all of the information typically provided in an offering circular or prospectus
regarding Wing Haven, such as:

i. Financial statements;

Answer:
Deny. Hatch contends that no offering covered in the Utah Security
Code was made to DC & MC. Hatch contends that DC & MC
Leased the breeding rights of 8 mares from Wing Haven and lease
agreements are not covered in the Utah Securitv Tode

Risk fackors for investors

Answer

Deny: Covered above.

iii. Suitability factors for the investment;


http:12,341.41
http:15.040.35
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Answer:

Deny: Hatch contends that Leasing the breeding rights from a
company that operates a Mare Leasing program in not an
investment, but rather a commercial transaction where one party
leases property from another party to enjoy the benefits of the
leasing of the property. In this case, DC & MC Lease the wombs of
8 Thoroughbred Mares from Wing Haven in order to enjoy the foals
produced by the 8 mares. Lease payments were made, mares were
bred and foals were produced.

iv. Whether the investment is a registered security or exempt from registration; and

Answer:

V.

Answer:

Deny: Hatch contends that Leasing the breeding rights from a
company that operates a Mare Leasing program in not an
investment, but rather a commercial transaction where one party
leases property from another party to enjoy the benefits of the
leasing of the property. In this case, DC & MC Lease the wombs of
8 Thoroughbred Mares from Wing Haven in order to enjoy the foals
produced by the 8 mares. Lease payments were made, mares were
bred and foals were produced.

Whether Hatch was licensed to sell securities.

Deny: that at all relevant times Hatch was required to be licensed as a
broker-dealer, agent, investment advisor, or investment advisor
representative in Utah”. Hatch denial is base on two facts.

1) In accordance with Utah Uniform Securities Act, Utah Code Ann. § 61~

1-3 section 3-C which states an exemption to the code as follows “the
person has no place of business in this state and during the preceding
12-month period has had not more than five clients, other than those
specified in Subsection (3){b). who are residents of this state” .

Hatch states that at all relevani imes. he has less than £ clienis in the
state of Utah. Hatch further states that at all relevant time he had less
than 5 clients in any state of the US and further at all reverent time he
had iess than 16 clhents n total

~aier furtner states tha: a i =ievan: Imes Ne nac - orma: office -
the State of Utah

—gatch aftests *ha? 37 3’ "eevar” 1mMes e "eve aclec - ar - capacihy as
Droker-gealer agent nvesimen: advisor 27 nvestmen aavisc:
representative. Hatch's business, at all relevant times, was the
business of "Personal Manager” Exhibit 1 attached will show that the
first email sent tc the Trandall's or November 25 2002 sutlines what
business that Hatch was in and one of the services that Hatch's
Company, McKenzie Finch provided is "Personal Management
Services”. Hatch furthers states and is willing to provide evidence that
all emails that originated from Hatch described the same services as did
the 11-23-2003 email throughout the relevant times of this issue.



Hatch is prepared to produce facts that Hatch operated his business in
a manner that parallel's the Zinn vs. Parrish case insomuch as it
pertains to the nature of the overall relationship of Hatch and the
Crandall's. Please find attached “Exhibit 1a". This email was sent to
the Crandall's on January 8, 2008. This is one of many examples of the
subject matter of the Personal Management Services provided for the
benefit of the Crandall's. You will see that, at that date in time Hatch
was tasked with eight (8) different projects, Mare Leasing being only
one.

In addition, Hatch has also attached an email labeled 1b, dated 4-21-
2005 that show the same services and also illustrated the Crandail’s
asking Hatch to supply research and information about a 1031
exchange.

Attachment labeled “Exhibit 1¢”, an email dated 4-10-2006 provides
further evidence that Hatch acted as a Personal Manager. Not only
does this email carry the same signature line stating “Personal
Management Services”, but also show that the Crandall's had task
Hatch to perform due diligence on the company that provided an
“Investment Platform”. In this case David Crandall had researched this
investment platform himself and then asks Hatch to interview the
managers of the company that offered this investment platform and
forward his findings to the Crandall's.

Attachment labeled “Exhibit 1d”, an email dated 10-03-2007 provides
further evidence that Hatch acted as a Personal Manager. Not only
does this email carry the same signature line stating "Personal
Management Services”, but also show that the Crandall’'s had task
Hatch with five (5) separate projects.

Attachment labeled “Exhibit 1e”, an email dated 7-19-2008 provides
further evidence that Hatch acted as a Personal Manager. Not only
does this email carry the same signature line stating “Personal
Management Services”, but also show that the Hatch was working on
“outstanding projects” for the Crandall's.

Dated this 3© day of WZO‘I 0.
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Gau Hatch

From: *Gary Hatch” <ghatch@mckenziefinch.com>

To: *David & Melanie Crandall” <rivada@sopris.net>
Sent: Tuesday, November 25, 2003 3:45 PM

Attach:  Microsoft Word - Crandell Engagement Agreement.pdf
Subject: Engagement Agreement

David & Melanie,
Please find the attached "Engagement” agreement. Please read it over, sign and retumn it to me.
Should you have question please feei free to call.

Gary Hatch
McKenzie Finch

USVI Office

Corporate Place

Royal Dane Mall

PO Box 306989

St. Thomas, USVI 00803

SL.C Office:
6905 South 1300 East Suite 240
Sait Lake City, Utah 84047

Phone 801-558-3737

Toll Free 800-774-9797

Global Direct Dial 212-909-2788
Global Toll Free 888-200-9630
E-Fax 309-273-6032

E-mail Primary:
gary@mckenziefinch.com

E-mail backup:
ghatch@unitedstates.vi
ghatch@ubtanet.com

McKenzie Finch is a mulii-discipimary, multi-national consuling finm specializing in wealth preservastion
technigues to affluent indiviciuals. For over 30 years, the global professional network of over 350 JDs, CPAs,
CFPs, and MBAs has been helping clients reduce capital gain, ordinary income, business and estate taxes while
strategies. McKenzie Finch also offers the exciusive SRSt Sassiaes package providing advisor
legisisiive research aveilable. | ocalions in the Uniled States. St. Thomes, USVI. New York City. Sait Lake Citv
Also Ofice's In the UK. Bahames & the British Vg isiends

12/28/2010


mailto:ghatch@batelnet.bs
mailto:ghatch@ubtanet.com
mailto:ghatch@unitedstates.vi
mailto:gary@mckenziefinch.com
mailto:Crandall-<rtvada@sopris.net
mailto:Hatch-<ghatch@mckenziefinch.com

Page 1 of 3
Exhibit 1a

Gag Hatch

From: *Gary Hatch" <ghatch@mckenziefinch.com>
To: *David Crandall® <goodearth@sopris.net>
Sent: Tuesday, January 08, 2008 4:09 PM
Attach:  letter of recommendation - bank.doc
Subject: Fw: Crandall

Sorry, | didn't finish and sent by mistake. Please see below.

GH

—--- Original Message —--

From: Gary Hatch

To: Melanie Crandall

Sent: Tuesday, January 08, 2008 1:31 PM
Subject: Re: Crandall

David,
See Below:

—— Qriginal Message —
From: Melanie Crandall

To: Gary Hatch
Sent: Monday, January 07, 2008 6:34 PM
Subject: Crandall

Gary,
Did we get the $300,000 from last year into the new captive?

<GH>: |am still trying to deal with this. | have a conference call this afternoon and another one
tomorrow afternoon to try to settie this issue. On the positive side, we have achieved my minimum

goal of not having to deal with the $300K in 2007. As you know, we want morse, but at least we have
this.

Did the new captive get set up?

<GH>: Yes, the $380K has been accepted by the "Fronting Company™ and they will be issuing the
policy as soon as we get a coupie of things back to them. Most of what is needed has been done, | do
need you heip with the following:

Ciear copy of your Passport. Then have it Notarized
Cloar copy of your Drivers License. Then have it Netariasd

Reference Latier from youwr Bank, plosse see attached a sampie of wiet shhowid be seid. (| am
writing a relorence ntier jor the Businsss sewrce).

Ouce we gat the sheve mwl 2 chask for copliinfontion e SEEK to SEINK dupsniing on you duwision
iow) we will have the caplive radly % asaspt Ghe pemniaen and the sk from the "Franthng Casnpany ™.

From a structure standpeint we noud 10 male 2 decision. Stand sione captive or shared caplive. We
e buun tnthing il slong sbet buping an enisting caplive.

The advantage to buying an easting company are as follows:

11/15/2010
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You control the company 100%

The company we would buy would be able to reach back to 2006.

Disadvantage:

Capitalization: Wae wiil need $250,000 to capitalize a stand alone company vs. $95,000 for capitalization
of a shared company.

Cost to buy: The cost to buy the company we are [ooking at will be $40,000. As | told you, it is my
intent to have Fidelity pay this cost and this Is one of the subject | will be discussing on the conference
calis referred to above. However, we will need to make a decision on the "Stand alone vs. Shared
Company” concept by weeks end and if may take longer and maybe even legal action to force Fldelity to
do what is right so if we chose the stand alone company route, we may have to pay to buy the company
the company and it may take time to get It back??

Annual Cost: The annual cost of a Captive Is $15,000. With a Stand alone company you would have to
cover that cost 100% (this has already been factored into the cost structure | have already quoted). With

a Shared Company, this cost would be shared on a % of total premium basis and thus would save you
money.

The default recommendation would be to go with a “"Shared Company”. | will know more in the next
couple of days.

Has the additional life insurance been issued?

<GH>: This is my next project and | will get to it next week after | get the Captive Issue and the Mare
Leasing Issue out of the way this week.

Have we set up a time to speak with a CPA?

<GH>: Tell me the best time for you two this week and | will set it up.

| have spoken with Asset Aliocation about putting to together a new combination for the funds in the captive. Will
that amount be $680,000; 300 from last year and then 380 for this year?

<GH>: | will be $336,000 ($380,000 - 11.5%) + $300,000 + Interest on the $306,000 ($3K to $4K?77) +
95K to $290K (capitalization).

Do | gl have o esont you 2l of the: paper wask i5-gat-ihe Sumnis out up”’

<GH>: Yes.
L 5 _ - " - 5 1

<G>: 0K | com gt he acoounis sot up 25 soen a8 | gt e papevwsk. You sy wanst W imk of
hawing me set up a2 "Family Mutual Fund™ for you. in short, a "Family Mulual Fund” is a company set up
in the WVt and inensed by the goveruant 35 2 il funed compeny. | wouwld thon sst up enly ene
sccount wilh sssst wanagws e Tod, Pets, the CBO swager, Smilh Suswwy, oic and then ALL ey,
both curvently heid in the e and awnwity pelicies and new money frem a new Life Policies, the Captive
and even personal investments could all be held by the Family Mutual Fund. | just got through doing
this for another family and it is one stone that kills many birds. if you have interest let me know and |
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will provide you with a full proposal.

<GH>: Mare leasing: Jill is making the financial arrangements to set up the Sire's and transportation
for the mare's. She should have a report out to you by tomorrow night on all the details.

<GH>: Mortgage: [sentan email to Larry and cc you. | need your help with a couple of questions.
David

117187010
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From: *Gary Hatch” <ghatch@mckenziefinch.com>
To: *Melanie Crandall* <rivada@sopris.net>

Sent: Thursday, April 21, 2006 11:07 AM

Attach:  http___63.123.136.2_28122_1031%20iiterature.pdt

Subject: 1031 Exchange
David & Melanie,

Please find attached some information | found concerning your question about a 1031 Exchange. Please let me

know when you get closer to closing on your properties and we can look into this issue deeper.

Be Well,

Gary Hatch
McKenzie Finch Management

USVI Office

Corporate Place

Royal Dane Mall

PO Box 306989

St. Thomas, USVI 00803

SLC Office:
6905 South 1300 East Suite 240
Salt Lake City, Utah 84047

Phone 801-558-3737
Toll Free 800-774-9797
E-Fax 212-214-0813

E-mail Primary:
gary@mckenziefinch.com

E-mail backup:
Gary@Foster-Dunhill.com
ghatch@unitedstates vi
ghatch@ubtanet.com
ghatch@bateinet.bs
Gary@Hatchfamily .vi
g.hatch@admiraiasset. c

McKerizie Finch i1s a mutii-disciplinary, multi-naional consuiting firm specializing in weaith preservation
techniques to alluent individuals. For over 30 years, the giobal professional network of over 350 JDs, CPAs,
CFPs, and MBAS has been helping cents reduce capital gain. ordinary income. business and estale tanes whiie
pealeching the cian's corporaie and personal assets from frivoious liligalion using high—-mpact, legelly backed

siralsgies. McKenzie Finch alec offers the enciuaive:

package prowiding advisor

Musmsbtinnngeant Sevnians package
boskiseping and transactional assistance. and access 0 he most Up-to-deie tax. igalion . anc
ovmwch sveluble | ocaliors m The United Siates. St Thowes. USV!. New York City  Sait Lalee Citv

Adeo Olizz's in e UK. Betassss & e Bullish Vg isinees
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Exhibit 1c

Gaﬁ Hatch

From: "Gary Hatch™ <ghatch@mckenziefinch.com>
To: *David & Melanie Crandali® <rivada@sopris.net>
Sent: Monday, April 10, 2008 3:04 PM

Subject: Ted

David,
Melanie,

| had a good talk with Ted today and feel we now understand each other as to what needs to be done to move
this issue forward.

| will be doing what is necessary on my end tomorrow or Wednesday and get back to Ted.
| will keep you updated.
Thanks

Gary Hatch
McKenzie Finch

SLC Office:
6905 South 1300 East Suite 240
Salt Lake City, Litah 84047

Phone 801-558-3737
Toli Free 800-774-9797
E-Fax 435-608-6318

E-mail Primary:
gary@mckenziefinch.com

E-mail backup:
Gary@Foster-Dunhill.com
ghatch@ubtanet.com
Gary@Hatchfamily.vi

McKenzie Finch is a mutli-disciplinary, muiti-national consuiting firm speciaiizing in wealth preservation
technigues o allluent individuais. For over 30 years, the global professional network of over 350 JDs, CPAs,
CFPs, and MBAs has been helping clients reduce capital gain, ordinary income, business and estate taxes whiie
protecting the cient’s corporate and personal assets from frivolous liligalion using high-impact, legally backed
strategies. McKenzie Finch also offers the exclusive Inssssiiimagemest Sussines. package providing adwisor

bookieeping and transactional assistance, and access 1o the most up-fo-date tax. litigetion. and
logisistive ressarch availmble | ocalions in te United Stmtes. St. Thomes. USVE. New York City  Sait Lake City
Alsc Ofice's in the UK Bahamas & the Brilish Viegin lelends
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Exhibit 1d
Gan Hatch
From: *Gary Hatch” <ghatch@mckenziefinch.com>
To: "David & Melanie Crandall” <rivada@sopris.net>
Sent: Wednesday, October 03, 2007 5:23 PM
Subject: Call
David, Melanie,

When would you have a time when we could catch up on items?? Below is a list of things on my Agenda:
Life Insurance.

New Accountant
Glen Henderson
Robert Kipp
Set Conference call for week of the 22nd of October (after October 15th filing date)

Year End Planning
| need latest (9-30) financial statement.
Business Protection plan has bee changed to a more effective Captive Insurance Company.

Mortgage loan to Client in Florida and take a first mortgage position on condo just being finished valued at
$3.8M, need $1M Mortgage.

Your interest level on the mortgage | explained to you where we could use your cash flow to pay off your
mortgage years early and save hundreds of thousands in interest. | can give you an presentation if you can
supply me with your Mortgage current balance, your current interest rate, your cunrent payment & your projected
saving rate (saving rate = gross income for work and business (-) this years Business Liability prem (old
BPP/new Captive) {-) life style spending rate.

Example: David's Salary Good Earth = $100,000

Melanie's Wage Hospital = $50,000

Net Profit Good Earth = $600,000

Business Liability Premium = (-)$300,000
Net income = $450,000
Taxes = (-)$150,000
Life Style = $200,000
Net Saving = $100,000

| would suggest we have a call about the about and then set additional time to for over each items you have
interest in on additional calls.

Thanks

Gary
McKenzie Finch

SLC Ofice
6O0S Souh 1300 East Sule 240
St Lake City Ukesh 84047

Phone 801-558-3737
Toll Free BO0-774-9797
E-Fax 435-608-6318
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gary@mckenziefinch.com

McKenzie Finch is a mutli-disciplinary, multi-national consulting firm specializing in wealth preservation
techniques to affluent individuals. For over 34 years, the global professional network of over 350 JDs, CPAs,
CFPs, and MBAs has been helping clients reduce capital gain, ordinary income, business and estate taxes while
protecting the client's corporate and personal assets from frivolous litigation using high-impact, legally backed
strategies. McKenzie Finch also offers the exclusive Personal Management Services package providing advisor
management, bookkeeping and transactional assistance, and access to the most up-to-date tax, litigation, and
legislative research available.
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Gag Hatch

From: "Gary Hatch” <ghatch@mckenziefinch.com>

To: *"Melanie Crandall” <rivada@sopris.net>; "David Crandall" <david@goodearthaspen.com>
Sent: Saturday, July 19, 2008 2:20 PM

Subject: Update Call

David, Melanie;

Whaen could you have time to do a call so we can catch up on the outstanding projects??
Thanks

Gary Hatch
McKenzie Finch

SLC Office.
6905 South 1300 East Suite 240
Salt Lake City, Utah 84047

Phone 801-944-9797
Toll Free 800-774-9797
E-Fax 435-608-6318

gary@mckenziefinch.com

McKenzie Finch is a mutli-disciplinary, multi-national consuiting firm specializing in wealth preservation
techniques to affluent individuals. For over 34 years, the global professional network of over 350 JDs, CPAs,
CFPs, and MBAs has been helping clients reduce capital gain, ordinary income, business and estate taxes while
protecting the client's corporate and personal assets from frivolous litigation using high-impact, legally backed
strategies. McKenzie Finch also offers the exclusive Personal Management Services package providing advisor

management, bookkeeping and transactional assistance, and access to the most up-fo-date tax, litigation, and
legisiative research available.
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nswer the questions you have below. The first thing | need to know is how much David made the check out

Et:st tried to cali and want to go over all this stuff with you over the phone, however in the mean time, let me
80 | can start the paper work and documents

Original Message —-
rom: Melanie Crandall
o: Gary Hatch

Friday, December 28, 2007 5:11 PM
ubject: mare leasing

(Gary,

David has sent a check for the mare leasing. | am curious how this will work. Will we get paper work that
Ehows we have invested in the Winghaven Farms?

<KGH>: You are not making an investment in Wing Haven, you are leasing the reproductive rights of one
more Thourghbreed mares. You will be leasing these mares from Wing Haven. There is a number of
that come along with the lease, such as management of the mares, Shire fees, cost of boarding
mares, insurance on the mares, etc. When | find out my above question concerning the amount you
re putting toward mare leasing, | will start to prepare all the docuemnts that give you legal title to the foals
to the mares you lease. | will also be outlining the entire program from beganning {two months ago)
the time you make a disicission to sell the foal or train to race.

understand that we need to read about mare leasing and possibly do some fraveling around mare
easing but what else do we need to do. | have looked over the web sites you have sent and am very

verwhelmed with it all. There is so much to leam! | wish | had paid attention to the horse stuff while | was
rowing up.

<GH>: Please don't worry about the amount of information you need to intake. Jill will be providing you
[::h information on an ongoing basis.
a

nks,

(GH

Melanie

11/15/2010
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Accrual Basie

Good Earth Landscaping & Maintenance
Profit & Loss Prev Year Comparison

Exhibit 3

January 1 through October 8, 2007

Ordinary income/Expense

income

Finance Charges income
Income

Total Income
Cost of Goods Sold

Cost of Goods Sold
Native Flower Cost of Goods Sol

Total COGS

Gross Profit

Expense

Advertising

Bad Debt

Computsrs and Software
Donations and Charity

Dues and Subcriptions
Equipment

Freight & delivery expense
Insurance

Interest and Bank Charges
Licenses and Permits
Misceoliancous

Office Automobile

Office Equipment

Office Supplies

Payroll Expenses

Profeasional Fees

Radio and Communications System
Rent

Smalt tools and suppfies
Telephone and Internet
Training and Seminars

Travel and Entertainment
Uniforms and Safty equipment
Utilities

Yard exp/ Leasehold imp.

4000 - Reconclfiation Discrepancies

Total Expense

Nat Ordinary income

Other income/Expense
Other Income

irvtevast Income/Smith Barney

Totai Other {ncome
Othar Expense

Saeles tax service fee

Totsl Other Expense

Mot Oiser Incowe

Nat iIncome

Jan1-0ct8,07  Jan1-0Oct8, 08 $ Change % Change
198.83 0.00 198.63 100.0%
2,362,180.71 1,052,839.92 1,308,350.79 124.4%
2,362,389.34 1,062,839.92 1,300,549 .42 124.4%
903,370.58 485,221.39 418,149.18 88.2%
7.648.30 0.00 7.648.30 100.0%
911,018.88 485.221.39 425,797.49 87.8%
1,451,370.48 567.618.53 883,751.93 155.7%
7,187.45 1.573.72 5613.73 356.7%
0.00 9.856.85 -§.856.85 -100.0%
880.17 990.76 -110.59 -11.2%
2.550.00 0.00 2,550.00 100.0%
2,756.25 2.967.00 -210.76 -7.1%
138,923.39 58.011.75 80.911.64 138.5%
8,088.44 0.00 8.089.44 100.0%
47 .925.37 20,489.94 18,435.43 62.5%
808.88 2,688.92 -1,880.04 -£9.9%
921.07 101.00 820.07 812.0%
-46.19 0.00 -45.19 -100.0%
2,600.26 931.31 1.677.95 180.2%
33766 949.74 -612.08 -64.5%
3,352.13 2.223.78 1,128.35 50.7%
299,633.22 126,095.60 173,637.62 137.6%
22,398.29 6,201.20 16,197.09 261.2%
6.883.41 §,285.06 1578.35 29.9%
34.400.00 18.900.00 15,500.00 82.0%
2,397.91 2,516.01 -117.10 -8 7%
2,987.23 2,918.51 70.72 2.4%
1,129.67 445.50 684.17 153.6%
833.98 1.086.45 -252.47 -23.2%
1,887 66 2,565.02 -577.36 -26.4%
10.003.91 1.896.15 8,107.76 4276%
2,032.66 0.00 2,032.66 100.0%
1.366.70 0.00 1.385.70 100.0%
602,228.82 277691.27 324,537.25 118.9%
848,141.94 289.927.26 5§59,214.68 192.9%
9.148.17 5.426.86 272131 423%
9.148 17 6.426.86 2.721.31 42.3%
53.68 . 0.00 53.68 100.0%
L 53.68 - 0.00 53.68 o o _100;0%
s084dc  cazes 26676 415w
M. 238.43 298,364 .12 1,082 31 LT

Page 1


http:2.721.31
http:559.214.68
http:324.537.25
http:1.365.70
http:2.032.66
http:8.107.76
http:15.500.00
http:1.578.35
http:16.197.09
http:173.537.62
http:1.128.35
http:1,677.95
http:1.880.04
http:18.435.43
http:8.089.44
http:80.911.64
http:2.550.00
http:9,856.85
http:5.613.73
http:883.751.93
http:425.797.49
http:7.648.30
http:418.149.19
http:1.309.549.42
http:1.309.350.79
http:6.426.86
http:6.426.86
http:289.927.26
http:277.691.27
http:1.896.15
http:2.565.02
http:1.086.45
http:2.916.51
http:2.515.01
http:18.900.00
http:5.285.06
http:6.201.20
http:126,095.60
http:2.223.78
http:2.688.92
http:29.489.94
http:58.011.75
http:2,967.00
http:9.856.85
http:1.573.72
http:567.618.53
http:485.221.39
http:485.221.39
http:1.052.839.92
http:1.052.839.92
http:9.148.17
http:849.141.94
http:602,228.52
http:1.365.70
http:2.032.66
http:10.003.91
http:1.887.66
http:1.129.67
http:2.987.23
http:2.397.91
http:34.400.00
http:6.863.41
http:22.398.29
http:299.633.22
http:3.352.13
http:2.609.26
http:47.925.37
http:8.089.44
http:136.923.39
http:2.756.25
http:2.550.00
http:7.187.45
http:1.451.370.48
http:911.018.88
http:7.648.30
http:903.370.58
http:2.362.369.34
http:2.362.190.71

1]

Exhibit 3
, 628 PW Good Earth Landscaping & Maintenance

110807 Profit & Loss
Accrual Basie January 1 through November 8, 2007
Jan 1 -Nov 8,07
Ordinary Income/Expense
Income
Vendors Foe Credit 356.81
Finance Charges income 340.72
Income 2,603,024.53
Total Income 2.603,721.08
Cost of Goods Sold
Cost of Goods Sold 97172749
Native Flower Cost of Goods Sol 7.848.30
Total COGS 978.375.79
Gross Profit 1,624.345.27
Expense
Advertising 6,851.81
Computers and Software 901.78
Donations and Charity 2,750.00
Dues and Subcriptions 3.876.25
Equipment 83,534.71
Freight & delivery axpense 8,089.44
Insurance §6,056.20
interest and Bank Charges 972.44
Licenses and Permits 1.164.91
Office Automobile 2,609.26
Office Equipment 337.66
Office Supplies 448172
Payroll Expanses 340,509.48
Professional Fees 22,398.29
Radio and Communications System 7.332.54
Rent 51,600.00
Smali tools and supplies 2,948.37
Tetephone and Internet 3.428.02
Training and Seminars 1,177.07
Travel and Entertainment 884.92
Uniforms and Safty equipment 1,887.66
Utllities 2.901.28
Yard exp/ Leasehold imp. 2.032.66
4000 - Reconciliation Discrepancies 1,365.70
Total Expense 610,090.16
Net Ordinary Income 1.014,2565.11
Other income/Expense
Other Income
Native Flower Clearing Acct -152.90
Interest income/Smith Barney 10,865.63
Totai Other Income 10.712.73
Ottver Expense
Seles tax servicefee 53.68
Total Other Expense 53.68
Mt Ottwer income . 0-859.05
Mt income 1,008,914 16
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Good Esrth Landscaping & Maintsnance

Profe & Loss

Accros Basm  Janusry 1 theaagh Ociober 13,
Qrandry oMW ERerss

o

Disccurd Expanse
Veraors Fee Cres
Fiwrce Charges ncome

oome

Toml hoes

Cont of Goods Soks

Cost of Gooes Soks

Hates Flowar Cost of Goodts Soo

Yoml COGS

Gross Prok

ELOASRN.TY
$1.088.372 18 $100.000.00 $1.108.372 18

ET00A7 JITI0TS S0124M0.28
$0.00
30470447

Mg
3581087 71 $573.680.03
$1.573.72

$6.856.85
113.20

50
2

£$25.420 64
3205824
$420.32
S931.31
$1.2%.12
$54.00
$1328.52
312354408
#218.20
$5.255 .00
42000
$3.882 77
251,58
$445.50

Exhiblt 3a

8857200

s
10!
At Sanns

=

Discount £xpanes
Variors Fee Creatt $385.81
Frionce Chuwges Income $340.72
Incoens S2A01 (2443
Toksh lncome $2.003.721 Co NI 39540 <0304
Cost ot Goods Swld
Cosi of Goods S0 397172749 S22
Haive Piowar Cost of Goode Soks $8.087 A7
Toui COGS $0T0.376.7% $L.M7D18 00
Netbcome 390230028
Expates
$8.551.81 85181
d $0.00
Woi7s $901.78
Oonations and Charky $2.750.00 $0.00
Dume wdt Subriptons $3.87823 87828
$83.534.71 $138.534 71
Froight & defivery sxperse 38,080 46 3000
£58.058.20 60820
iwcest and Bark Charges W24 $1L.20397
$118a5 $1.44227
$.2051
His0s
$0.00
Office Supciies $5.48.08
Pyt Expacnes $308. 70406
Profssional Foes a0
Rl pod Cormerunications Sysim 8.307.88
Rert $00.43243
Sl wacts and suppiies ©.450.70
Telwphens and infermet $4.014.80
Tealokyy snd Serriners $1.378.858
Teaval grud Ertrtaiomont $1.038.39
tinilgrmes g Sy equipment 2077
2w
Yird expf Loakadunld b, 0
O 000
Kiomeean  SRALOS0OI RLARI0TN
Net Ordinary income LS008 285 1] $680.085 82
Othr income/Cxpense .
Hative Fipwer Cleaing Acct -s1sz90 [T
Sales fux service for A5 $12.78
fnmrant ncoma/Smith Bamoy p30:3. 1.k A6 S10.86563
Total Other Incorme 510,766 41 $1339 31075302
41339 LA
Net ncome $1330 SN0
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Income From Crandall Inc.
BPP

Schedule F (Farm and Ranch)

Gross income

Gross Tax

AMT

Total Tax

State Tax

Total Fed & State Tax

Neot Tax Savings or Loss

Exhibit 3b

Asls Asls +5300000  With 400,000 With 400,000

Captive Captive

Mare Lesaing

$250,000.00
$1,087,92256  $1,067,92256 $667,922.56 $667,922.56
~$250,000.00
$1,169,762.00 $1,527477.00 $B27,477.00 $269,702.00
$382,667.00 $489,676.00 $239,867.00 $150,110.00
$0.00 $0.00 $0.00 $0.00
$382,667.00 $489,676.00 $239,867.00 $150,110.00
$52.832.00 $68,244.00 $35,237.00 $23,382.00
$435,499.00 $557,820.00 $275,104.00 $173.49200
$122.421.00 $262,816.00 $384,428.00
70.70% 59.14%

$617,922.56

$305,312.00
$80,734.00
$6,395.00
$87,129.00
$14,144.00
$101,273.00
$458,647.00

53.72%
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Exhibit 4

T

Name: David & Melanie Crandall Stac: Colorado Date: November 19, 2007
l The Mare Lease Program (Thoroughbred Breeding and Racing Business) ]
Potential Net Operating Loes (NOL)
Adiusted Allowed
Tax Year Grosslncome  licmized — FederalTax  State Tax r__w—
2002 3 - % - Federal tax rate 36.00%
2003 $ L - State tax rate 4.63%
2004 $ - % - Long-Term capital gains tax rate 15.00%
2005 $ - % - Teom of foan in years 3
2006 $ - 3 - Loan interest rate (O.A.C.) 6.25%
2007 % $00.000 $ 400000 3 72000 3 9260 Horse sales commigsion rate 6.50%
Horse mortality insurance
Torals: 3 600,000 $ 400,000 $ 72,000 § 9260 S 200,000 (Ve of cost) 3.25%)]
Esgtimated sales price of horses (as %
of cost) 140.00%
Payments from Lessce: Tax savings and refunds $ 81,260
Loan (f applicable) $ -
Payments from Lessee: Initial down payment 3 118740 NOL-Farm Net Operadng Losses can be carried back
Total Mare Leasing and Breeding Loss $ 200,000 five (5) years.
Estimated Horse Sales, Expenses and Net after-Tax Cash Flow Agriculrural Mare Lease Doeductions are not subject o

Estimared sale proceeds of two-year-olds @ 140%

Sales commission (auction / consignor) @ 6.50%

Taxes (Federal) duc on sale proceeds (LTCG) @ 15.00%
Taxes (State) duc on sale proceeds @ 4.63%

Loan repayment (approx. 3 yeats o retite)

280,000 Alernative Minimum Tax (AMT).

(18.200)
(37452) 'The calculations and projections presented herein
az121 2 only approximations—based on information
provided by the prospective client and on general
estimates of future revenues and costs. One should
- consult with his /her financial and/or tax advisor for
130000 more

Inrerest expense @ 6.25% (approx. 3 years)

PP IR I R B B I B

Insurance expense (Esumarc) @ 3.25% of cost

Esurnared board & traming (foals. vearlings, 2-vr olds) TRA0M
“Tax savings on 1nwrest, insurance and board expense deducnons 37,136
et After Tax Mare Lease Revenue 157,963

ClassicSimr Conliantisi Sechor 1 NOL Calculeor (2 Page
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Wing Haven Farm, L1.C

Stallion Mating Mare
o
]I; Foal
I ?
N
11: Colt Filly
Y (male) (female)
I
N Weanling Weanlin
g
8 38 Sale Sale 358
M
E
Yearding .
Ss8 Sale Yearling  Sale $sS
sss 2-Y-Oin 2.Y-Oin sss
. Training Sale Training Sale N
L
T
C
G Ss§ Race Race SSS
1
N
g e Retire Retire o
M (Potential Sire) (Breed) o
E
Syndicate Mare Lease
»s Program $8%

Note: Horses can be sold privarely at anvome tor money (3581

Note: LICG |Hahingygeind = 2 vass. onel owe dor o s dune of biovh. | \aether sdvanmge: W31 | ihe-Soi

.
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Wing Haven Farm, LLC

EXPLANATIONS AND ASSUMPTIONS

THE MARE LEASE PROGRAM (Thoroughbred Breeding and Racing Business)

Fle Mare | xase business entails the leasing of the reproduciive aapacity of thoroughbred mares for the purpose of
producing thoroughbred mace horses that can be sokd (35 weanlings, vearings of two-vear olds and Jater), or neained
few racing and possible future breeding,

The goal is to cam a profit from the sale and/or rcing of the thoroughbred foals,

The amuounts initially paid into the Mane Loase business are far mare Jesse custs, stallion breed fees and mare
boanding and carc costs.

\ tax benefit of participation in the Mare Lease business is that income tax deducnions ap 1o im"a of the amount
paid for these expenses are allowed by the rax cmk- and are claimed on Form 1040 Schedule |

Mare Fease business expenses are oarcgorized as agriculture and, as long ax the business owner materially participates
in the business, the deductions should nor be subject 1o aliernative minimum s (M)

The participant must pay the full amount of the mare lease, breeding and board costs before the end of the vear in
which he wants 16 claim the deduction, Tas refunds From net operating loss (NOL) carrvbacks senve as s

reimbursement in the next vear--atter the tax return for the loss vear and the NOLL carnvback claim forms can be
filed.

2007 | - |

Later into mare kessc.

Receive refuml of taxes for Eoals mav be soki after they
Chaim kessex on tax ectuns for this vear fioi

finitie! vear of activity and for netlare weaned for G
(which will be ficd i mest vou).

g s -




Wing Haven Farm, LL.C

MARE LEASING AND BREEDING ACTIVITY
RISK EAC TORS

General:

f—

SPECULATIVE WITH A HIGH DEGREE OF RISK.
2. The participant may lose all of his investment,

3 No federal or state ageney has made any finding or determination as to the fairness for public
investment, nor any recommendation or endorsement of the program.,

4. The program has not been registered under the Sccurines Acr of 1993 (“Act”) or applicable state
sceuritics laws (“State \crs”). ‘The participant shall operate his business so as not 1o require any such
registration, and this may limit the transferabiliey of the interest.

5. I'he partcipant shall exclusively make all decisions in respect to the management of the his business
activity. Accordingly, any participant must have or be willing to acquire the knowledge and experdse necessary
for such management.

6.  The death or disability of the parncipant and his consultants, if any, may adversely affect the success of
the program.

7. "T'he pardcipant will be dependent on the facilities and expertisc of third party providers for the carc,

safckeeping and training of the thoroughbred horses.

Tax Risks:

—

An participant may recognize taxable income without receipt of corresponding cash disoibutions.
2. Adisallowance by the Internal Revenue Service ot any deductions taken by the participant on his income
tax return may result in an increase in taxable income to the participant.

Thoroughbred Industry Risks:

i, Fhoroughbred horses are subject to accidents, sicknesses and dseases resulong i premarture death or
debthiraring mjuries. which substanralle attecr thew value,

.

20 he busimess o busng, brocdmg caeng and selhioe D horoaghbred horses s speculanve and compenive

TCITRONE T - ATURIEITIS Toalie T T Ter DUSINC < iootHnes L Conmimanon ang mcing Msiorn | for
CMIDIC, b T st b v s oo sred torese wth b commcercali e o watl

Prmamnin o - L alue tos

YL TS, T s

3. P'he Thoroughbred Tndustr s subiect o wide marker swings, making it impaossible to predicr economc
rrends WITh COrtanT. LRl Colatlie Tharact - Controdica oo orr-rracs demng, sumudcasting and broadcasang ot
horse racing, other torms of wagenng, supply and demand ot horses, the success or tatlure of other ottspring
ot the stallion or dam, the overall state of the cconomy and the interest level ot participanes and enthustasts in
the Thoroughbred Industry. 'The participant has no control or ability to control any of these factors.


http:progr.un

Wing Haven Farm, LLC

MARE LEASING AND BREEDING ACTIVITY
RIS ve TORS

4. The partcipant will be competing against Thoroughbred breeders and dealers throughout the world, many
of whom have greater experience and financial sesources than those available wo the participant.

5. T'he pardcipant will bear the risk of accident, discase and death ot the Thoroughbred assers. ‘The
participant may choose to insure any of its "Thoroughbred assets.

6. The participant's assers will commonly be offered for sale ar public auctions, which are cyclical and
scasonal, resulting in trregular revenue soeams, if any.

7. I'he cost for the carc, safckeeping and training of the Thoroughbreds are unique to cach individual assce
and could reduce the participant’s andcipated income.

8. Buver sclectivity and marker volatility will control the anticipated profitability of the participant.
9. "Uhe success or failure of the breeding industiy is related to the success or failure of the T'horoughbsed

Racing Indusoy, which is highly regulated by racing regulatony bodics over which the participant has no
control.
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Exhibit 5

Gag Hatch

From: *David Crandall® <david@goodearthaspen.com>
To: "Gary Hatch” <ghatch@mckenziefinch.com>
Sont: Thursday, December 27, 2007 1:33 PM
Subject: Mare leasing

Gary,

What is the name of the company that | need to make the check out for the mare leasing?
Warmly,

David Crandall
Good Earth Landscaping & Maintenance

12/29/2010


mailto:ghatch@mckenzieflnch.com
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Exhibit Sa

Gan Hatch

Page 1 of |

From: "David Crandall” <david@goodearthaspen.com>
To: *Gary Hatch™ <ghatch@mckenziefinch.com>
Sent: Thursday, December 27, 2007 2:38 PM
Subject: Re: Mare leasing

All I'm thinking about is getting a check out to you.

~— Original Message —

From: Gary Hatch

To: David Crandall

Sent: Thursday, December 27, 2007 2:00 PM
Subject: Re: Mare leasing

David,
Wing Haven Farm.

3626 McLain Mtn. Circle
Salt Lake City, Utah 84121

Tell me what your thinking so | can get all the information to you.
Thanks

Gary

- Qriginal Message —

From: David Crandall

To: Gary Hatch

Sent: Thursday, December 27, 2007 1:33 PM
Subject: Mare leasing

Gary,
What is the name of the company that | need to make the check out for the mare leasing?
Warmly,

David Crandali
Good Earth Landscaping & Maintenance

No virus found in this incoming message
Checked by AVG Free Edition.

134 PM

Version: 7.5.516 / Virus Database: 269.17 711200 - Release Date: 12/27/2007

12/29/2010
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Exhibit 5b

Gary Hatch

From: "David via Internet Web Site” <david@goodearthaspen.com>
To: "Gary Hatch” <ghatch@mckenziefinch.com>

Sent: Saturday, December 29, 2007 9:03 AM

Subject: Re: Mare leasing

Sent check out for $200,000.

- QOriginal Message —-

From: Gary Hatch

To: David Crandall

Sent: Thursday, December 27, 2007 3:25 PM
Subject: Re: Mare leasing

David,

OK, what | mean is when you decide how much that check is, let me know so | can get the right paperwork
together for you guys.

Thanks

Gary

— Original Message —--

From: David Crandall

To: Gary Hatch

Sent: Thursday, December 27, 2007 2:38 PM
Subject: Re: Mare leasing

All I'm thinking about is getting a check out to you.

— Original Message —

From: Gary Hatch

To: David Crandall

Sent: Thursday, December 27, 2007 2:00 PM
Subject: Re: Mare leasing

David,

Wing Haven Farm.
3626 Mclain Mitn. Circle
Salt Lake City, Utah 84121

Ted me whiat your thinkang sc ' can get all the wiovmalion iC you
Thanks
Gan

— Original Message ——

Frem: Dereid Crandail
To: Gary Hatch

12/29/2010
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Sent: Thursday, Dacember 27, 2007 1:33 PM
Sublject: Mare leasing

Gary,
What is the name of the company that | need to make the check out for the mare leasing?
Warmly,

David Crandall
Good Earth Landscaping & Maintenance

No virus found in this incoming message.
Checked by AVG Free Edition.

ersion: 7.5.516 / Virus Database: 269.17.11/1200 - Release Date: 12/27/2007
:34 PM

No virus found in this incoming message.
Checked by AVG Free Edition.

Version: 7.5.516 / Virus Database: 269.17.9/1198 - Release Date: 12/26/2007 5:26
PM

12/29/2010
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Exhibit 5¢
Gary Hatch
From: "Melanie Crandall® <rivada@sopris.net>
To: *Gary Hatch” <ghatch@mckenziefinch.com>
Sent: Friday, December 28, 2007 5:11 PM
Subject: mare leasing
Gary,

David has sent a check for the mare leasing. | am curious how this will work. Will we get paper work that shows
we have invested in the Winghaven Farms? | understand that we need to read about mare leasing and possibly
do some traveling around mare leasing but what else do we need to do. | have looked over the web sites you
have sent and am very overwhelmed with it all. There is so much to leam! | wish | had paid attention to the horse
stuff while | was growing up.

Melanie

12/29/2010
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Exhibit 6

MARE LEASE AND BREEDING AGREEMENT

BETWEEN

Crandall Family Thoroughbred Breeding, LESSEE

WING HAVEN FARMS, L1.C, LESSOR

ILI$-E96-0LE 3urdeopsu®g yades noonm s A e



MARE LEASE AND BREEDING AGREEMENT

This is 3 MARE LEASE AND BREEDING AGREEMENT (the "AGREEMENT") entared
into this 24th day of QOctober 2007, by and between David & Melanie Crandail dba
Crandall Family Thoroughbred Breeding (“‘Crandall”) with an address of 421 Lewis
Lane’, Basalt, Colorado 81621 ("LESSEE"), and WING HAVEN FARMS, LLC, a Utah
Limited Liability Company (hereinafter refemed to as ("Wing Haven™, with an address ot
6905 South 1300 East #240, Midvale, Utah 84047( “LESSOR").

RECITALS

WHEREAS, LESSOR is engaged in the business of leasing Thoroughbred mares
for breeding purposes; and

' WHEREAS, LESSEE desires to lease from LESSOR, the mare or mares selected
by LESSEE described on the attached Schedule A (individually a *Mare” and collectively
the "Mares*) which will be bred to the siallion or stalions selected by LESSEE described
on the attached Schedule A (individually a *Stalfion” and collectively the “Staliions®) in
accordance with the terms of this Agreement.

THEREFORE, for good and valuable consideration, the racaipt and sufficiency of

which is hereby acknowiedged by the parties to this Agresmeont, the parties hereby agree
as follows:

SECTION 1
TERM

The term of this Agrgement shall De for ad Mares shown on Schedue A
appronaraatety 7 reonths, beginming December 1, 2007 and terminading July 1, 2008 The
Maves are axpacted 10 produce TOmls in e your 2000

SECTYON
LEAEE PWYEEENTS

2.1 Lt ESSEE ageees 10 pay 1 LESSOR, as wnt for the Mares the ol sum of
$705 500 0C cullers @he "Ront"). The Ront sl be mchuting s part of the et cost of

1T/Ta_CcOC_n:o Brivdonanciios sim semew  ————
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the 2007 Mare Lease Program” and paid in the amounts and at the times shown in the
lettar of intent to purchase dated, and attached hereto as Exhibit A.

2.2 LESSEE agrees to pay to LESSOR, as staliion service fees (tha *Sarvice
Fee”) the totat sum of dolars ($28,000.00). Service Fee shall ba included as part of the
total cost of the 2007 Mare Lease Program and paid in the amounts and at the times
shown in the Laettar of intent attached hereto as Exhibit A. Servica Fee collectad by
LLESSOR shall be distributed by LESSOR to the appropriate Stallion Owners.

2.3 LESSEE agrees {0 pay to LESSOR, as prospactive foal insurance fee
(the “Prospective Foal insurance Fee") the total sum of $13,500.00 doliars. Prospective
Foal insurance Fee shall be included as part of the total cost of the 2007 Mare t.oase
Program™ and paid in the amounts and at the times shown in the Lefter of Intent attached
hereto as Exhibit A. Prospective Foal Insurance Fee collected by LESSOR shalil be
distributed by LESSOR o the appropriate Insurance Companies.

SECTION 3
FOAL OWNERSHIP

3.1 LESSEE and LESSOR agres that the objective of this Agreement is to
allow LESSEE o lease the Mares which have been selected by LESSEE for the sole
purpose to produce a foal that has stood and nursed from a Mare or has been fed by
hand, in @ach case, for at least a pariod of 24 howurs ("Live Foal).

32 if a Live Foal is produced and LESSEE has paid the Rent and Service
Fee in full the Live Foal shail become the property of LESSEE whether registered in the
name of the LESSEE or, for convenience, in the name of the owner of the Mare or other
nominee.

3.3 LESSOR DOES NOT GUARANTEE THE BIRTH OF A LIWE FOAL OR
FOAL THAT WILL STAND AND NURSE OR BE FED BY HAMD FOR AT LEAST A 24
NOUR FEINOD. THE FIBX OF LOSS IS TO BE DERN BY TWE LESSEE.

1LI+-EQB-0LB Aurdwopsue- yzJdelz poon HUCR S Onn=T anie mo
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SECTION 4
OWNERSHIP AND HEALTH OF MARES

4.1 The parties agree that if any of the Mares becomes unsuitable for
LESSEE'S breading program that LESSEE shail have the option to exchange the Mare
for another mare selected by LESSEE of equal quality as determined by reference lo the

bioodtine and breading history of such Mare at the time & was selectwed by LESSEE for
the program.

42 LESSOR represents and warmrants that the Mares are owned or controliad
by Wing Haven and that LESSOR has full authority to enter into this Agreement.

43 LESSOR reprasents and wamanis that to its actual knowledge the Mares
ars frae of disaase arxl other defecls that would adversely affect the ability of the Mares

to produce a Live Foal. A copy of the veterinarian Certificate wilt be made available o
LESSEE on request.

SECTION S

LOCATION, CARE AND MAINTENANCE OF THE MARES

LESSEE has entered into a boarding agreement with Wing Haven Location, care
and maintenance of the mares will be done at Wing Haven Famms, LLC Farm, 10267
Warm Springs Loop, Hanna Utah 84031 Or at a focation LESSCOR deems safe and

suitable for the heatth and well being of the Mare owned by LESSOR and the Foal to be
owned by LESSEE.

SECTION 8
LIMITED USE OF MARES

For the tem of the leess, L ESSEE is authorized to use the Mares for breeding
purposes only. Except for the tvesting quatities of the Mares, LESSOR wisins all ngivts
and invtevasis N he Mares, Nchuing 1w gt 10 ary iIncome taselrom. ¥ the use of the
Meres Dy (EFSSOR preverws LESSEE from sccemphshing the alljechwes of e
Agruienars. Of CouBes 2 Muwe 1O ghest & k. then LESEOR agpaes o svivstitule anativer
e of opuest GuElity wiach sl Do sulueted by | COREE st wil stew L ESEFE w0

recarve e benelits Of thes Agreswernt in the savne yaar it a fosl wouild nave been bom
© e Nae.

ILIv-£95-N/L8 Surdeososuen us e nnna
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SECTION 7
STALLION CONTRACTS

LESSOR warrants and represents that the Stallions selected by LESSEE have
been bound. LESSOR further warrants and represents that LESSOR has full authority to
purchase the seasons of the Stalkions and provide such seasons to LESSEE. LESSEE
acknowledges that it has had the opportunity t0 review any applicable service
agreements of the Stallions.

SECTION 8
RISK OF LOSS

LESSEE shall bear alf risk of loss if leased mare does not produce a live foal.
LESSEE shali hear all risk of loss from the death or harm to any of the Live Foals
produced from the Mares, unfess such loss is caused by the gross negligence of
LESSOR or its agents or employees, in which case LESSOR shall bear such loss.

LESSEE shail bear the responsibility of insurance for the Foal upon birth as sat out in the
Foal Agreement of even date herewith, entered into by LESSOR and LESSEE.

SECTION 9

MISCELLANEOUS

9.1 HIGH RISK. LESSEE ACKNOWLEDGES THAT THE SUBJECT MATTER
OF THIS AGREEMENT INVOLVES A HIGH DEGREE OF RISK AND THAT LESSEE
HAS SUCH KNOWLEDGE N BUSINESS AND FINANCIAL MATTERS THAT LESSEE
IS CAPABLE OF EVALUATING THE MERITS AND RISKS INVOLVED IN THIS
AGREEMENT AND THAT IN MAIGNG ITS DECISION TO ENGAGE IN THE
BUSINESS OF BREEDING, RAISING, RACING, AMD SELLING THOROWGHBRED
HORSES RELIED ON ITS OWIN EXAMINATION AND EXPERIENCE. L ESSEE HAS
FULLY EVALUATED THE ECONOGMEC AND FINANICIAL RISKS OF THE BUSINESS
ANMD % LIBNT OF THE FOREGOING, LESSEE I8 SATEIFED THAT (TS EXECUTION
OF T'aS AGREEWENT & APPFROPIIATE.

82 NEATDEEEF OF "ARVIES. 'hs Aprumwars S90s W eEmbNsh 3
parinership of Joint venkre behween the pawtes heveto. Each party is acting solely on the
baralit of teslif ndividually and not 25 agent. awpiovee or ganeral pacmer of any other
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parties in connaction with this Agreement. it is the explicit intent and understanding of the
parties hereto that none of the parties nor any of their respectiva affiiates,
represertatives, advisors or agents is making any represemation or warranty
whatsosver, oral or wrilten, express or implied, other than those set forth in this
Agreement and that none of the parties is relying on any statement, representation or
warranty, oral or writtan, express or implied, made by any other party or such party's
affiliates, representatives, advisors or agents. LESSEE acinowledges that LESSOR has
made no representations or warranties to LESSEE reganding any forecasts, projections,
astimates in respect to futlse regvenues of results of this Agreement except that the
opportunities to make a profit and the possibilities of Ioss on the "Mare Leass Program”
have been fulty expiained to the LESSEE. LESSEE acknowledges that it is a
sophisticated party, that it has undertaken, and that LESSOR has given LESSEE such
opportunities as it has requested to undertake, a full investigation of the Mares and
Stallions that are the subject matter of this Agreement including but not limited to an
inspection by a veterinarian of its choice, and that LESSEE only has a contractual
retationship with LESSOR, based solely on the terms of this Agreament, and that there is
no special relationship with LESSOR, based solely on the terms of this Agreement and
that there is no special relationship of ust or refiance between LESSEE arxt LESSOR.
LESSEE further acknowledges that it has had the opportunity to consult with counsel or
any other advisor of its choice.

8.3 SUBLEASE ASSIGNMENT. LESSEE shall not assign this lease, or any
interest herein, nor sublet any Mares, of in any manner permit the use of the Mares for
any purpose other than herein set forth, without the written consent of LESSOR.

9.4 TAXES. it is not the purpose or inlention of this Agreement to create, and this
Agresment shadl not be considered as Cresbing, 8 O venture, parnership or oWer
remtionship wharely any party shail be held el for the omissions or comrmiseions of
any cier pary, but, if for federai X puposes this Agresment or the relalionship
oombinied hamDy, the apemiions heorswsisr e repiraed as o parsership, as het serm
» Gefined 1 e irmavrel Reoverae Cose of 1986, then e pasties hassio hemby eiect nct
10 e venisd a8 & partrarship and 10 b enchelind o e applicatien of sl provmons Of
Suscompay K. Chmpter - suiititie A of such Code r muing this esleclion each and
Seery parey ssvwwinlgis W e moowe derved PO AR Car DR RERERISY/
2 such pusties agres ot © gwe Nelices or e vy ey avmn FosEat wilh the
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elaction hereby made.

8.5 INDEMNITY. LESSEE shall indemnity LESSOR against, and hold LESSOR
and the Mares and Staltions free and harmiless from all liens, ancumbrances, charges
and claims whether contractual or imposed by operation of law that may arise from any
claim or legal action that may be brought against LESSEE.

9.6 REMEDIES IN EVENT OF DEFAULT. if either party hereto shall gefauit with
respect to any material condition or covenant herect, by him to be performed, the other
party may, but need not declare this Agreement to be terminated. The breaching party

shai! he responsibie to the other for reasonable attormey's feas and court costs refated to
any breach.

9.7 WAIVER. No waiver or failure to insist upon sirict compliance with any
obligation, agreament or corxiition of this Agreement shall operste as a waiver of, or an
estoppal with respect to, any subsequent or other faiture.

8.8 SEVERABILITY. The invatidity of any portion of this Agreeament shail not be
deemed to affect the validity of any other provision. in the event that any provision of this
Agreement is heid to be invalid, the parties agree that the rermaining provisions shail be
deemed lo be in full force and effect as if they had been executed by both parties
wbmmﬂtoﬁwexpungmtofﬁxeihvaﬁdmision.

99 BINDING EFFECT. The provisions of this Agreement shall be binding on
the heirs, exscutors, administrators and assigns of LESSOR anxi LESSEE in like manner
as on the original parties, unjess modified by mutual agreement.

9.10 COUNTERPARTS, FACSINILE. This Agreement may be executed in any
number of counterparts. each of which shall be deamed to be an original, but all of which
together shail constitte but one and the same instturment. This Agreement may also be
oxecsed by signatures 10 facwiie tormmilial docwments n ieu Of onginel or mechne
generated or copled JOCLUITeNS.

.11 GOVENMING LAW. This Agmmaan: shmll De governes Dy, ssx! commiruecd
with tee L Of the Smie Of Uteh. Each pasty ageees that amy achion Drggivt N
corection wilh Ageuumasy sl o Siod sl el ' 8 Ot of CospEtiot peindintion
tn.
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$.12 MODIFICATION. Any modificaion of this Agreament or additionsl obligation
essumed by either party in connection with this Agresment shell be binding only ¥
placed in .willing and signed by each paty.

9.13 ATTORNEY'S FEES. Should any Bigslion be commenced betwean the
pariies harslo conceming any provision of this Agressnant or the rights and obligations of
alther in relation thareio, the party prevaliing in such litigation shall be entithed, in addition
1o such other relisf as may ba grantad, 10 8 ressonabie sum as and 10f stiomey's fees.

9.14 SCHEOULES. The Schedules and Exhibits to this Agreement se
ncorporated herein by sefersnce and expressly made a part heveof.

9.15 ENTRE AGREEMENT. This Agreament shall consiilule the entire
agroement betweon the parties and any prior undorstanding or reprasendalion, both
written and oral. of any kind preceding the daie of this Agreement shali not bs binding
upon either party except to the extent incorporated in this Agreement.

N WITNESS WHEREOF, the partios have execulad this lease on the date first above
written.

LESSOR: WING HAVEN FARMS, LLC, LLC

xH-

e

By: Jian C. Hateh

)
- Dl a%w

DO Lot

By: 1€
L &mjf_%
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Exhibit 7

BOARDING AGREEMENT

BETWEEN

Crandall Family Thoroughbred Breeding

AND

WING HAVEN FARMS, LLC



SECTION 2
COMPENSATION TO WING HAVEN

As compensation for the services to be provided under this Agreement by WING
HAVEN, LESSEE shall pay to WING HAVEN the sum of Fifty Six Thousand Six Hundred
dollars ($56,600.00). The compensation shall be included as part of the total cost of the
"2007 Mare Lease Program” and paid in the amounts and at the times shown in the
Letter of Intent dated October 24™, 2007, and attached hereto. WING HAVEN agrees that
as part Consideration for the advance payment of the boarding' fee to waive all feed and
care costs of the foals born of the Mares until they are weaned from their mothers or
nurse mare (approximately 150 days @ $3.00 per day per foal).

SECTION 3
TERM

3.1  The term of this agreement shall be for a period of approximately twelve
(12) months, commencing December 15, 2007, and ending one (1) year thereafter.

3.2 The LESSEE may without penalty upon thirty (30) days prior written notice to
WING HAVEN terminate this agreement.

3.3 Upon termination, WING HAVEN shall have no further duties or obligations to
LESSEE under this Agreement.

SECTION 4
ALLOCATION OF EXPENSES

WING HAVEN acknowiledges that the LESSEE, pursuant to Paragraph 2, has paid
in advance for the services to be provided by WING HAVEN to aliow the LESSEE to lock
in the cost of the care and breeding services and to eliminate these expenses as a
variable in projecting 2 possibie profit on the Mere Lemse Further the partes aisc
acknowledge that the advence payment aliows WING HAVEN the opportunity to
purchase the feed and other services requred under the Agresment wiwch are reflecied
in the pnce of the boarding Services 1 be provided. Therelere:

41 LESSEE agrees that the advance payment is not a deposit for future
service and will not be retumed or refunded. Board is eamed by WING HAVEN as


http:56,600.00

received.

4.2 WING HAVEN, as its sole cost, shall pay all the expenses necessary to
carry out its duties and obligations under this Agreement.

SECTION §
RISK OF LOSS

The parties acknowledge that the Mares are owned by WING HAVEN and that
LESSEE has only the rights in the Mares set out in the Mare Lease. Therefore, WING

HAVEN shall be solely responsible for the injury or death of the Mares under its care and
for insurance against accident, disease and death.

SECTION 6
COMPLIANCE WITH LAW

WING HAVEN agrees to comply with all applicable laws and regulations, federal,
state or municipal, relating to the performance of its duties under this Agreement.

SECTION 7
INSPECTION

LESSEE shall have the right to inspect the Mares at anytime provided that WING
HAVEN is given prior notice.

SECTION 8
COMMNGLING

YANG HAVEN shall be entiied 10 pastiure and commungie the Mares with other
horses boamied by WANG HAVEN

SECTION 9
NO BUSBIESS RESTRICTION

WING HAVEN shall be entitied to provide similar services to other parties provided



that such activities by WING HAVEN do not conflict with the obligation of WING HAVEN
to LESSEE as provided for herein.
SECTION 10
MISCELLANEOUS

10.1 COUNTERPARTS, FACSIMILE. This Agreement may be executed in any
number of counterparts, each of which shall be deemed to be an original, but all of which
together shall constitute but one and the same instrument. This Agreement may also be
executed by signatures to facsimile transmittal documents in lieu of original or machine
generated or copied documents.

10.2 BINDING EFFECT. This agreement shall extend to and be binding upon the
parties hereto, their successors and assigns. This Agreement may not be altered except
by an agreement in writing signed by the parties hereto.

10.3 ASSIGNMENT. This Agreement shall not be assigned, mortgaged, pledged,

encumbered or otherwise transferred by or its successors or assigns, without obtaining
the approval of the both parties.

10.4 RELATIONSHIP OF PARTIES. This Agreement does not establish a
partnership or joint venture between LESSEE and WING HAVEN. WING HAVEN is
acting solely on the behalf of itself individually and not as agent, employee or general
partner of LESSEE in connection with this Agreement.

10.5 GOVERNING LAW. The laws of the State of Utah shall govern this

Agreement. Each party agrees that any action brought in connection with this Agreement
shall be filed and heard in a court of competent jurisdiction in Utah.

106 HEADINGS. The headings in the Agreement are for convenience of
rederence only and shall not define or imit any of the terms or provisions heseof.

10.7 ENTIRE AGREEMENT All undersmsndings and agresments heretolore had
betwaer the parees hevaby arc MERgec 1 us Ageemernt wiwch aione ully and



completely exprasses their understanding and agreement.

10.8 ATTORNEYS FEES. Should any litigation be commenced between the
parties hereto conceming any provisions of this Agreement or the rights and obligations
of either in relation thereto, the party prevailing in such litigation shall be entitied, in
addition to such other relief as may be granted, to a reasonable sum as and for attorneys
foes.

IN WITNESS WHEREOF, the undersigned have executed this Agreement
effective as of the date and year first above written.

WING HAVEN FARMS, LLC

=

Title: Manager

i e




