'.’ ‘

T

oA B P

R
EED

g

nc-0890ete
KE HO
w21/ 200

W

E MATTER OF: DRA
t Court
Gounty

pistris

5-00899
Wazhoe

N T

1
18]
<
€

[w¥]n,

=

%4185 OR'GINAL 05 SEP 21 PH 3: 52

RONALD A. LONGTIN, JR.

DEPUTY .

RCOND JUDICIAL DISTRICT COURT OF THE STATE OF NEVADA

IN AND FOR THE COUNTY OF WASHOE
¢ THE HONORABLE BRENT ADAMS, DISTRICT JUDGE
9 ---000---
190
IN THE MATTER OF:
11 DRAKE HOLDING CORPORATION, ) Cage No. CV05-00899
, , \ , .
12 ) © Dept.. No. &’
. } S S
13 . }  TRANSCRIPT OF PROCEEDINGS
e Yoo :
14 ' o
ORDER TO SHOW CAUSE
15 AUGUST 31, 2005, RENO, NEVADA
186 APPEARANCES:
17 For The Respondent DEMETRAS, O'NEILL & OTTO
Drake Holding: By: David J. Otto, Esq.
18 By: Shelly 0'Neill, Esqg.
232 Court Street
19 Reno, Nevada 89501
20 For the Applicant: JOHN $. BARTLETT, ESQ.
777 E. William Street
21 Suite 201
Carson City, Nevada 89701
22
23 Reported by: JULIE ANN KERNAN, CCR #427,§%P, RPR
Computer-Aided Transcription
24




10

11

12

13

14

15

16

17

i8

19

20

21

22

23

24

INDEX

EXAMINATION DIRECT REDIRECT CROSS RECROSS
WITNESS: FRANK SENERCHIA
By Mr. OELO «..oenveeornn 10 19
By Mr. Bartletb .........coevererermnrtts 14
WITNESS: JOSEPH DILILLO
By Mr. Otto .........c..- 240 47
By Mr. Bartlebt ........oceervoreormrsrnt? 31
WITNESS: ROBERT K. MCBRIDE
By Mr. Otto . ......vo-re 56
By Mr. Bartlefl .......coeovrvmersrmrnntns 100
EXHIBITS - MARKED ADMITTED‘
1 - Guilty Plea Memorandum .« ...« v e 6 .... ©
2 - List of Active Stockholders 1-30-04 6 .... 6
3 - List of Active Stockholders 5-04 6 6
4 - Application for appointment for 6 6

CuSEOAIAN v v v v er 6 6
5 - Application for appointment for )

custodlan ...y 6
6 - Application for appointment for

CUSLORLan v 6
Jo Lebtber ... aae s 6
8 - Notice of Tax Liens . ......-o--eer 36
g - Notice of Tax DLiens ......eoevee-rr 55
10- Certificates of Amendment .. ... 98
11- Certificates of Aatmendment . ..o 98
12 -Certificates of Amendment .......-: 98




10
11
12

13

14

15

16

17

i8

138

20

21

22

23

24

RENO, NEVADA; FRIDAY, AUGUST 31, 2005; 11:00 A.M.

---000---

THE COURT: This proceeding is in case
cvV05-00899 in the matter of Drake Holding Corporation.
This is the time set for the hearing on the motion for
order to show cause. and counsel for the movant, you
may proceed.

MR. OTTO: Good morning, your HOmRor.

THE COURT: Good morning, Mx. Otto.

MR. OTTO: I'm .going to try to make like s0 --
make my 2 and get out of here without wasting the
court's time. And inrthatxregard,_l have several
docunents which have been.spipulate& by the opponent's
attorney, Mr. Bartlett.

THE COURT: All right. Thank you. 18 that
correct, Mr. Bartlett?

MR. BARTLETT: That's correct, your Honor.

THE COURT: All right. They are admitted and
they'll be collectively identified as Exhibit 1 to this
proceeding.

MR. OTTO: 1've premarked them, but Ms. Clerk

could please remark them. For the record, the first one

ig going to be marked Exhibit 1. Tt'g guilty plea
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memorandum for -- they're all 1} as the stipulated
documents.

MR. BARTLETT: Could you go over them again
pecause you gave me three documents and I want to make
sure --

THE COURT: If it's easiexr to gseparately mark
them, we'll do that.

MR. OTTO: 1 would prefer.

TYE COURT: Number 1 is the guilty plea
memorandum.

MR. OTTO: Guilty plea memorandum of Peter
Berney,_defendant in a federal case for congpiracy to
sell securities,.fraudulent_securitiesf

FHE COURT: Okay.

MR. OTTO: The next oOne is an invoice from
Western States Transfer and Reglistrar. 3 is a stock
transfer agent and it contains the list of active
stockholders in Drake Holding's corporation as ot
January 30th, 2004. The other is a -~

MR. BARTLETT: Excuse me, your Honor.
According to my documents it says stock as of May 12th,
2005,

MR. OTTO: Actually, there's two documents.

Opne is from the Western States Tyransfer. The other 1is a
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document without a fax cover page which is actually 2

fax, says May 19th, but I believe he's right, as of May

THE COURT: SO that will be Exhibit 3.

COURT CLERK: correct.

MR. BARTLETT: That's just one document . Do

you have the right --

MR, OTTO: Mr. Rartlett, I ashowed you this one
first, then the important part is the coversheet on the
Western States Transfer agent.

MR. BARTLETT: DO T have that?
" MR. OTTO: I should have given you 4 copy -
Theye it i8.

THE COURT: So Exhibit 2 is the list of active
stockholders as of January 40th, 2004, and Exhibit 3 is
a list of stockholders as of May of 20057

MR. OTTO: May 12th of 2005, yes.

THE COURT: May 12th, 2005. Thank you.

MR. OTTO: And then the next is, actually,
three separate applications for appointment of
custodians in three separate corporations. and they
could be labeled next in order; 4. 5 and 6, or 44, B, C.
4, 5 and 6, and they are -- 4 will be in the matter of

Sunpace Asia, Peter Berney. applicant, Mr. John Bartlett
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as attorney. The next 1is a Corene pion, applicant.
Next, Jen Networks, Inc., John Bartlett as attorxney, all
in the First Judicial District. The next is Icon
Systems, Inc., Peter Berney as applicant, John Bartlett
as attorney. There was one more.

MR. BARTLETT: So I've got --

MR. OTTO: Ms. Clerk, what number are we on
now?

COURT CLERK: 7 will be the next number,
counsel,

MR. OTTO: And the next in order, number 7 is

a ‘letter dated August 12th, 2005, from David E. Child,

“lladdressing the matter pefore the Court: today. And it is

sent from an office at 350 Kachina Circle, Las Vegas,
Nevada,

THE COURT: Exhibit 1 through 7 are admitted.
You may proceed. '

(Exhibits 1 through 7 are marked and admitted
into evidence.)

MR. OTTO: Thank you, your Honor.

MR. BARTLETT: Your Honor, before we get
started, as you can see, I['ve got a raft of documents
here, as well as five opinions of witnesses, and we only

have an hour scheduled for this hearing. How do you
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want to

.- I don't know how long they're gonna take.

THE COURT: We're not going to take any time

at all in the courtroom to mark exhibits. 1f we take a

recess those will be marked during the recess. I assume

that all documents will be stipulated to. If there's a

good faith pagis to ocbject based on the authenticity of

the document or relevancy grounds, coungel will state

those objections briefly to me and we'll just proceed as

we can.

all theé.

MR. OTTO: Your Honor --

THE COURT: I should tell everyone Itve read

pleadings, the affidavits in the case, any

exhibits to the memoranda and familiarized myself with.

corporate statute so we don't have to review every bit

of information. Go ahead.

matter,

MR. OTTO: To get right to the heart of the

1 think it's simplest to 8ay that the corporate

statutes of Nevada are not intended to assist“the

raiding

place.

of ongoing corporationg with management in

There are provisions within the Secretary of

gtate statutes, and most contained in 78, et sed, and

within the Secretary of gtate's regulations for causing

a corporation to be disqualified from doing business, et

cetbera.
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The other thing is I believe this Court

expects the Litigants before it, the applicants before
thig in custodianship matters to obey its orders. The
Court fashions orders in a particular way for a
particular reason, and not less B8O in this case O in
any commercial case.

In this cage, the Court's order provided that
Mr. McBride was named custodian based on the fact that
he represented he owned some stock in prake Holdings.
It also provided that he was named custodian based on
the fact that he was unable to reach corporate

management . = It also provided that before he take any

llaction, that he hold a ahareholder meeting. .. This, he

did not do. He 4id not notice the.shareholders;“he did
not have a shareholder meeting. Instead, alterveras
order and alterveras of the corxporate Chapter 22 did a
reverse two to one atock split and issued a hundred
million shares in Drake Holdings. Drake Holdings out of
treasury was only authorized to issue 50,000 -- 1I'm
sorry, 50 million shares, unless -- unlesgs the
stockholders, shareholders voted Lo jgsue more. This,

he did not do. For that reason alone, 1 would ask the

Court, because weé now have corporate management of Drake

Holdings hexe in the courtroom, the intent of the
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statutes, perhaps it might be said, is to wake up the
corporate management who may have lapsed in notifying,
in paying their fees at the Secretary of State, in
providing a list of officers. Certainly this case has
woken up the corporate management. I have the CEO and
major shareholder here today, Mr. Joe Dilillo. He can
testify about the corporation and about what happened in
this case. They're here. There 1s no need for a
custodian. There has been no proof adequate before this

Court to show that Mr. McBride even owns stock or bought

stock on the pink sheets. If he did buy stock, he

- Ibought a minor portion of the outstanding stock in Drake-

Holdings.
“THE COQURT: Let's take this one by.ong. Do

fyou or do you not contest whether Mr. McBride at the

time he applied to the Courxrt for custodian relief was a
shareholder of the corporation?

MR. OTTO: I contest. I have no proof before
me that he was a shareholder of the corporation,

THE COURT: All right. And then you're
representing that it is the case that there was no
shareholder meeting prior to reverse document submitted

and stogk and notice.

MR. OTTO: There was notice to the existing
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stockholders and there was no stockholder meeting held
pefore the reverse stock split or the alterveras
isgsuance of a hundred million shares of stock.

THE COURT: Why don't you proceed to call any
witnesses you have on the subject.

MR. OTTO: Call Mr. Joe Dilillo, please.
Actually, I1'd like to call Frank Senerchia.

THE COURT: Mr. generchia, please step

forward, face the clerk, and be swornm as a witness.

FRANK SENERCHIA,
called as a witness by the Appellant-hereing
being first duly sworh, was examined and

teatified as follows:

THE COURT: Please take the witness stand and
be seated.
THE WITNESS: Thank you, your Honor.
DIRECT EXAMINATION
BRY MR. OTTO:
Q Mr. Senexrchia, please state your name and
gpell it for the record.
A My name is Frank Senerchia. It's spelled

S—e~n—e—r—cPhﬂi~a.
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Q and what is your occupation, six?

A T'm a licensed private investigator, the
state of New York.
And where are you offices?
At 505th Avenue in Manhattan, New York.
New York City?
Yes, sir.
And are you familiar with this case?

Yea, I am.

o P00 ® o0 PO

And how did you come to be familiar with this
case?

A - Hum, I began working this case approximately
two -years ago. [ worked for an attorney named Marandé
Fritz, who represents a.client, Herbert Jacobi. I'm
SOXYY.

Q what transpired between you and Ms. Fritsz
that caused you to become involved in an investigation
into this case?

A 1 believe it was early July 1 received a call
from Maranda that she wanted to talk to me. We sab down
and she had explained to me that she wanted to conduct
an undercover operation into what she believed was the
illegal sale of shell companies by Peter Berney.

0 All right., I have twoO questions springing
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from that statement. Could you please explain to the
Court what a shell company is?

3 It's a -- it's a public company. I am not
too familiar with shell companies, but it's a public
company that an individual c¢an purchase to, I believe,
get stock symbols and be able to trade shares of stock.

Q Publicly traded?

A Yes, sir.

THE COURT: I assume shell means it's not
actively engaged in business.
THE WITNESS: Yes, sir, I believe so. Yes,

your Honor.

qABY MR. OTTO:

Qo Did there come & time when you began-an
undercover investigation into this case?

A Yes. That's corxrect.

Q And what were the -- what ‘were the parameters
or the methods involved in that undercover
investigation?

A Ms. Fritz thought that a female investigator,
someone that would be able to play the part of an
attorney, would be sufficient in this role.

) and did you come to hire a person to be an

undercover investigator posing as an attorney?
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A vyes, 1 did.

Q and what did -- what did that person -- what
did you direct to that person to do?

A contact was made Dby M. Berney who was

selling these shells.

Q and that would be Peter Berney?
A Yes, that's correct.

Q All right. Contact was made?

. contact was made, YeS.

Q And then what happened?

A Undercover investigator Jane Gordon-had

- ltelephone contact with Mrx. Berney, and then after that,

corresponded via e-mail and it got. to a point’ where

M . Berney invited undercover'investigator Gordon to Las

vegas to meet with him personally to expedite the sale

of a shell company.

Q And do you recall what address in Las Vvegas

Mr . Berney was operating from?

A I believe it's 350 Katrina Circle.

0 Is it Kachina Circle?

A Kachina.

Q To your knowledge. ig Mr. Berney connected

with Mr. R.K. McBride?

A Yes.
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Q Wwhat information do you have in that regard?

A I personally interviewed Mr. McBride, it was
sometime this year, in regards to the case involving
Mr. Jacobi. He had -- My . McBride was named as officers
of various corporations that Mr. Berney controlled.

Q And are you aware of what business address
Mr. McBride operates from?

A No, I do not. I'm SOrry.

Q And are you aware that Mr. Berney 1is under
indictment and, in fact, has pled guilty pending
gentencing in a federal case of conspiracy to sell
fraudulent '‘securities?

A Yeg, Sir.

MR, OTTO: 1 have nothing further at this
time.
THE COURT: Thank you. Mr. Bartlett.
CROSS—EXAMINATION

BY MR. BARTLETT:

0 How do you pronounce your name again?
& Senerchia.
Q generchia. Mr. Senerchia, your tegtimony 1is

you were hired by Maranda Fritz to conduct an undercover
investigation as to whether Mr. Berney was making

jllegal stock sales. Ig that --
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A Not accurate. Selling shell corporations.
Q Is it illegal to sell a shell corporation?
A No, gir, I don't believe that's accurate.

Q So you were hired to see if he was engading

in any activities that were illegal.

A Hum, I was engaged to go ahead and find out
exactly what Peter Berney was gelling and what he was
telling to people as far as the shell company, how much
he was charging for the company and so forth.

0 Okay. And you agree with Judge Adams'
jndication that shell companies, essentially, are not
doing business, they're just an existing entity.

A -~ I pelieve that they are -- ¥Y&S, i helieve
that's correct, sir.

Q- Okay. So if Mr. Berney is representing a
company selling shell corporationg, or offering them as
potential merger partner which is another way to do it,
is it not?

A I'm sorry, can you --

Q Offering the shell companies as a potential
merger partner with a private company?

A Yes, sir, from what I'm told.

Q All right. Do you have any -- you den't have

any personal knowledge of this type of business
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organization --

A No, sir.

Q .- transaction? Okay. and who is Jane
Gordon?

A Jane Gordon is an investigator that works for

ny company, O'Ryan Tnvestigations.
Q And you had her poseé as an attorney for who?
A The individual's name 7'm not sure of, gir,
but he was an individual that knew Mr. Berney was

selling shells in Las vVegas.

Q How did he become involved?

A . 1 don't know much about that, sir. .

Qg . Okay.’ And you don*t kﬁow the. person's name?
)% No, sir.

0 Are you aware that Mr. Berney is ~- 18

supposed to testify in a future trial of Mr . Jacobi?

A I pelieve that's accurate, yeg, sir.

Q Now, and how about Mr. McBride?

A I'm sorry, Sir.

Q Do you know whether he's slated to testify at

this trial, Mr. Jacobi?
A Wwhen I spoke to Mr. McBride he had told me
that he had received a subpoena. 1 don't know if he's

needed to testify in that case.
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0 So is it safe to say that you were hired to
try to find negative information about Mr. Berney that
would assist Ms. Fritz in her defense of Mr. Jacobi?

A As a private investigator, sir, I go
throughout and I develop information.

Q I take that as a yes. Now, did you make any

kind of a report to Ms, Fritz as a result of your

investigation?

A No, sir.
Q You haven't at this point in time?

A No, sir,
Q Do you intend to - -in the future?

A, S No, sir.

Q) Has she requested?
A - -~ Unless she requests it, I have not .prépared a

lreport on this, no, sir.

o) And you haven't had any conversations with
her ‘about what you found today?

A Oh, vyes, sir,

0 Okay. 8o you have been telling her what
you've been finding orally.

A Yes, sir.

0 All right. ©Now, this attorney -- this Jane

Gordon that you hired or used to pose as an attorney,
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she made contact with Mr. Berney; is that correct,

initially?
A Yeg, sir.
Q Okay. So she solicited information about

what Mr. Berney was selling as the initial contact.

A Yes, sir.

0 okay. And Mr. Berney responded as to what he
was selling, correct?

A Yes.

Q pid you ever speak to Mr. Dilillo?

. Yes, 8ir.

Q And what was the occasion for speaking to~
him? . When did you speak with him?

A . I spoke to hiﬁ lTast night and I gpoke ‘to him

this morning, sir.

0] That was the first time?
A Yeg, sir.
Q All right. Do you know if Maranda Fritsz

spoke to Mr. Dilillo?

A T believe she did, sir.

Q okay. Do you know when or under what
circumstances?

A 1 know it was sometime in July of this year.

MR. BARTLETT: No further guestions.
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THE COURT: Thank you. Mr. Otto.
MR. OTTO: Yes.
REDIRECT EXAMINATION
BY MR. OTTO:
Q gir, when your undercover agent spoke to
Mr., Berney in Las Vegas, was part of what he was selling
as shell corporations, did it include Drake Holdings?
A Most definitely, ves.
0 So I just want to reiterate so everybody
hears it. Mr. Berney, you have testified, was selling

Drake Holdings as a shell corporation to your undercover

agent?
CA ‘That is correct:
MR. OTTO: Thank you very much,
THE COURT: All right. Thank you. You are
excused, Please call the next witness.

THE CQURT: Thank you, your Honor.
MR. OTTO: My next witness, your Honor, is
Mr. Joe Dilillo.
THE COURT: Mr. Dilillo, please step forward,
raise your right hand, be sworn as a witness.
/Y
AV
/S
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JOSEPH DILILELO,
called as a witness by the Appellant herein,
being first duly sworn, WwWas examined and

restified as follows:

THE COURT: Please take the witness stand, be

geated.

DIRECT EXAMINATION

BY MR. OTTO:

Q Mr. Dilillo, could you please state your full

name and spell it for the record?

A Joseph Dilillo, D-i-1-i~1-1-0.

Q And*whai ig your occupation, six?

A Cfim a mopney management investment counselor.
Q Investment counselor --

THE COURT: Mr. Dilillo, the sound system in
the courtroom isn't working today so please try to do '
your best tO speak up.

THE WITNESS: Okay.
THE COURT: Go ahead.

BY MR. OTTO:

Q And what 1is your relationship LO Drake

Holdings Corporation?

A I'm the chairman of the board.
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Q And are you a shareholder?
A Yes,
0 And how long have you been involved with

Drake Holdings Corporation?

A Fourbteen years.

0 and over the course of 14 years, have you
generally kept up the reguired information and fees sent

to the Nevada Secretary of State?

A For 14 years, Yeés.
Q and did thexe come a time when it lapsed for
a while?
A About two years ago.
Qo Okay. I'm geing to show you  what \s.peen =

marked as Exhibit 2 and 3 as stipulated into evidence.
the first one 18 Exhibit 2, sir, and I'm going to ask

you if you recognize that document?

A Yes,
0 Angd what is it?
A Tt's a shareholder list sent by the -- our

transfer agent.

Q What was the date that was sent by the

transfer agent?

2\ This was -- looks like Janpuary OXY March of

2004 .
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0 And what is the address contained on the

cover sheet there?
A Drake Holding Corporation, post Office BOX

933, Malibu, california, 90265.

Q That is the current address of Drake Holdings
Corporation?

A Yes.

Q To your rnowledge, did Drake Holdings

Corporation at that address ever recelive notices that 1t

had lapsed at the Nevada Secretary of State's office?

A No.
‘"o .- Did there come a time -- was. there a prior
address?
A Yes.
Q- And where wag that address?
.8 ganta Monica. Fourth Street, Santa Monica,
california.
Q And when did that address change?
A Mid 2001.
Q and dig you notify the postmaster in Santa

Monica that you had changed addresses?
A our CFO did.
Q all right., I'm showing you now what has been

marked and adunitted as exhibit 3. And I would ask you
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to look at page 2 of that document at the top, under
your name, sir. And what -- is that -- do you recognize

that address?

A Yes. That's where I live.

Q Is that your home address.

A That's my home.

Q And how long has that been your home address?
A 22, 23 years.

Q And are you a shareholder of Drake Holdings

Corporation?

A Yeg,

Q _Apd what percentage, approximately, of- shares
in Drake Holdings :did you own, to the best of your

knowledge, until today?

A Well --

Q0 Not counting any alterverag activity by the
custodian.

A I own over 2.5-million shares which

translates to 32 percent.

Q About a third of the corporation?
A About a third of the corporation.
Q And as a shareholder, did you ever receive

notice at your address of a shareholder's meeting to

change the name of your corporation, to do a two for one
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THE DEFENDANT: Yes, sir.

THE COQURT: What is that?

THE WITNESS: Ultimate Cigar, not worth a
darn.

THE COURT: Okay. Why on earth did you get
into the businegs of being the custodian of a company?

THE WITNESS: I thought it was a good avenue
to broaden something I could do in my later years when I
no longer could do construction because -- well --

THE COURT: Okay. Whatever.:
BY MR. QTTO:

O .- . Mr. McBride -- oh, let's start backwards,.

You.iust testified that you were never appointed . .

fcustodian of another corporation. Ig that true?:
A That's true.
Q Have you ever applied to be custodian of

other corporations?

A No.

Q Are you on an application for an appointment
of R.K. McBride as custodian of America's Shopping Mall,
Incorporated, filed in the First Judicial Court of our
state?

A Have I -- as I understand, it's neot went

through.
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o) But you did apply. gir?
A Yes, sir.
Q Sso you testified incorrectly when you said

you didn't apply.
.S 1 didn't say I didn't apply, did I7
THE COURT: That's what you said.
THE WITNESS: I'm sorry. I was incorrect
there. 1 evidently have applied, but I have not been --
THE COURT: Would you remempber 1f you applied
or not? Does that name sound familiar to you?
THE WITNESS: Yes, gir, it does.
THE COURT: Did you apply?
THE WITNESS: Yes. gir.
THE COURT: How many times have you applied? -
THE WITNESS: I'm not sure.
THE COURT: What 1is that -- you mean Yyou have
applied so many times you don't remember Or ~-
THE WITNESS: No, sir.

THE COURT: What do you mean?

THE WITNESS: I can't comeé up with a definite
figure.

THE COURT: Could it be ten?

THE WITNESS: No. No, sir, No, sir,

THE COURT: Could it be five?
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reverse stock éplit, and to iasue hundred wmillion shares

out of the treasury?

A No.
Q You never received notice of that, sir?
A No, sir.

THE COURT: When was the last shareholdex's
meeting you received notice of, Mr, Dilillo?

THE WITNESS: The last shareholder's meeting
wag, I would say, approximately four years ago.

PHE COURT: What is the pusiness of the
company?

-TﬁE WITNESS: In 1984, my partner’and T
established a brokerage house in Los BAngeles: -We were
wholesale brokers, in other words; we were market
makers, as well as having c¢lients. And over these
ensuing decades that brokerage house grew to the point
where we had 95 people, generated 15, 16 willion in
revenue, and we established other subsidiaries; Drake
Energy, Drake Strategic. Wwe put all of this, the entire
operation into a holding company in 1988 and we
established the name Drake Holding to hold all these
entities.

In 1998 we sold the brokerage firm, the

advisory, and several other things. And since that time




10

11

12
13

14

15
i6
17
i8
19
20
21
22
23

24

we've been looking for a viable public company to put
into the Drake Holding Corporation, SO we're -- 1 guess
you could say that Drake Holding is an investment
company looking for investment. and we have looked at
many.

THE COURT: Drake Holding today i1s dormant in
the sense that it does not conduct an active business;
is that right?

THE WITNESS: Well, we've looking at over 25,
26 business plans. We pay our bills. And we have the
office, go to the office every day.

THE COURT: When you say viable, I'm not quite
asure -what that is. Well,  what ‘I wean is you‘re'hot
operating a hrokerage house or --

THE WITNESS: No, we sold it.

THE COURT: -- any other kind of business.
vou are locking for a business to do something with, to
buy or to do what, what is 1t you're looking for?

THE WITNESS: Well, we're looking for a
private company that wants to be public to come into our
shell, into ouxy company, and then run -- help to run
that business.

THE COURT: Now, did you happen to read the

memorandum of Mr, Bartlett? It was just filed
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yesterday. pid you read it?

THE WITNESS: I saw it today. I think.

MR. OPTO: I don't believe -- it came in as we
were discussing the case this morning.

THE COURT: Okay. Generally, as I understand
it, the thesis of what McBride and/or Mr. Berney are
trying to do is to find a dormant public company. You
find a private cowmpany that wants to go public with an

active business of some sort. and the -- I don't mean

in a pejorative way, but the pitch to the private
company would pe instead of having to go- through all the

hoops for registration and securities and all the rest

Nvou otherwise have to do, buy our gompany - yol can use

its wtock, you're already on the stock exchange, you can
avoid a number of start-up of legal expenses, so you pay
us consideration of X and now you have our company, the
shell, which will become & real company, and the only
consideration our company gets is whatever you give us
to do that, Are you telling me that you and your
partner have the same plan in mind for Drake Holding, or
are you saying we find a private company. they become
public and now Drake is an active company and we're,
actually, involved in doing businessa?

THE WITNESS: Our intention was never te just
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sell Drake Holding Corporation as & public vehicle. Our
intention is toO find public company that wants to he
public and utilize the experience that we have in the
securities industry to help them as poard members of the
new company and to help it grow through our various

contacts in the world of business.

My partner and I have been in the securities

industry for over 35 years each. Our other director 1is
a -- is a CFO of a very jarge firm in LOS Angeles and --
and another director has been in the securities business

40 years, S0 we've been through the table in terms of

Hhelping a company get exposure ag a-public. company.

THE COURT: And:you've,been,ﬁf;youﬁveybeen in

- Hthis process of finding a-private‘company;for-about

geven years; is that right,_since.'98?

THE WITNESS: Not really. When we sold the

lbrokerage firm and advisory in 19 ~- in mid to late '98,

there was a period of time, Lwo OF three years, where we
were just trying to settle down, get things in order,
sell off a couple other assets that we had in the
company, and we've been actively looking for a private
company, viable private company that kind of fits what
the general parameters that we have for, I would say,

about two and a half, three years, an active search.
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Like I said, we've looked probably at a minimum, 25
business plans, sit down with management, et cetera.

THE COURT: Prior to the entry of the
cugtodian oxder in this case did you receive any inquiry
from Mr. McBride?

THE WITNESS: No,

THE COURT: Did you know who he was?

THE WITNESS: No.

THE COURT: Did you as chairman of the board
receive any evidence of any-kind that he had purchased
shares of the company?

THE WITNESS: No. .~

THE COURT: After ‘the:initiation of-this

lawsuit have you ever received -= think you've already

testified you haven't received any notice of any
shareholder's meeting or intent for the reverse stock
split or any other trangactions in the company; is that
right?

THE WITNESS: None whatsoever,

THE COURT: Did you know that the name of the
company has been changed?

THE WITNESS: We were alerted to that when
subsequent to the call from Maranda that this situation

was happening, but in a formal way, the firm that I'm




10

11

3

14
15
16
17
18
19
20
21
22
23

24

with now, we make a market in Drake Holding, and on &

Monday afternoon --

THE COURT: I don't understand that

expression, twe make a market in Drake Holding".

THE WITNESS: When you're a public cowpany you
can either be 1igsted on New vork 8Stock Exchange,
American Stock Exchanges have & specialist which,
pasically, controls the trading of gtock. When you're
over-the-counter you have market makers and each market
maker is kind of a gpecialist and that make a bid and

agk 1f a person wants to buy, they pay the offerind. 1f

they want Lo gell, they. sell on the bid. And you have a

series of market makers that do that for you.

THE COURT: 1 see.

MR. OTTO: We had five market makers. Drake

1HHo1ding had five market makers over the years, four Lo

gsix market makers, and one of those market makers ig the .
company that T'm with right now.

Oon a Monday atfternoob, about two weeks ago;
three weeks ago, Wwe received a fax from the pink sheet
corporation saying that Drake Holding Ccorporation will
no longer be traded as Drake Holding, it will be
Landmere, and heyxe's the new gymbol effective LOMOTYOW,

effective, you know, the next day.
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THE COURT: Did you receive any such notice
from --

THE WITNESS: That was a total shock to us.

THE COURT: You didn't receive any such notice
from Mr. McBride of that name change?

THE WITNESS: No .

THE COURT: Since the time Mr. McBride was
appointed custodian, and that would be -- let's sgee,.
That order was entered --

MR. OTTC: The Court's original order on
appointing a guardian custodian, your Honor.

THE COURT: Here it is. ‘It was .entered May

AXxith, 2005. Iin that ordexr Mr. McBride was. approinted

llcustodian to take any actions on behalf of Drake as

permitted in NRS.78.347, Since that date and tiwme,

octher than the filing of the motion in this case, did

llyou receive any notice of any corporate business

concerning shares, name change, business plan,
marketing, reverse stock split, any business of any kind
from Mr, McBride?

THE WITNESS: ©No,

THE COURT: Okay. Go ahead.

MR, OTTO: I don‘t believe I have any

guestions.
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THE COURT: Do you happen to knovw whether the
other ashareholders did or didn't?
THE WITNESS: I do know. I do know that 85

percent of the shareholders, the shareholders who own 85

percent of the stock never received any communication

from Mr. McBride oY knowledge of the name change,
reverse split, et cetera.

THE COURT: Okay. Thank you. Mr. Bartlett.

MR. BARTLETT: Thank you, your HOnor.

CROSSHEXAMINATION

BY MR. BARTLETT:

oF “Mr. Dilillo, you do acknowledge that ag of
May - -- O as of the time My . -McBride filed his
application to be appointed custodian of this
corporation, wshich would be in late April of this year,
that Drake Holdings was -~ corporate charter had been
revoked in the State of Nevada?

MR. OTTO: I'm going to object to the
gquestion. We have no evidence that the corporate
charter was revoked.

THE COURT: Do you know --

MR. BARTLETT: That's ambiguous.

THE COURT: Did you know whether or not it

was?
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THE WITNRESS: I did not know.

BY MR. BARTLETT:

Q vou did not know at that time it had been
revoked?

A I did not know.

0 But you subsequently discovered that it was
revoked?

A I have not discovered that.

Q No one has told vou that the corporate

charter was ever revoked?

MR. OTTO: Your Honor, I'm going to object the
line of ¢guestioning. Mr. pDilillo is not a lawyer and
calls ‘for a legal conclusion as tquthe atatus of a-
corporation within the Secretary éf'State. If there's
evidence that the corporation was revoked --

THE COURT: He's answered the question. He
doesn't know if it was revoked, Next question. The
last question was did anybody tell you it was revoked?
Other than, of c¢ourse, communications with counsel, has
anybody told you it was revoked?

THE WITNESS: No.

THE COURT: Next question.

BY MR. BARTLETT:

Q Do you know if your charter's revoked as of
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today?
A I don't Know.
0 Who at your corporation igs in charge of

keeping the corporate charter current?

A our CFO and our bookkeeper paid the fees to,
I think the company's called CT Associates, as agent in
Nevada, and these fees were paid for 13, 14 years, and
in our move of change of address, the CT never -- we
didn't get the bill from CT and, apparently, those fees
were not paid for several years, & coupie years, two,
three years, but to answex your question, our bookkeeper
and CFO are, basically, in charge of that.

0 What are.their'names?
Oour CFO is also a director, Mark Tipton.
okay -
T-i-p-t-o0-n,
Ookay. And he's the bookkeeper also?
No. The bookkeeper is Millie Altiere.

And is Millie an employee of Drake Holdings?

e B o SR - & R S O R

She is -- we pay her by the hour.

Q But is she an employee of Drake Holdings
Corporation?

A Current -- well, we pay her by the hour. I

guess she's --
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A Who? The company, we.
O Drake Holdings?

A

Drake Holdings pays her to be bookkeeper by

on an hourly rate. I don‘t know if that's considered an

employee or not.
Q Has Drake Holdings filed federal income tax

returns in the last three years?

A My CFO, Mark Tipton, tells me yes.

Q Have you seen them?

A I don't recall.
Q- You don't recall seeing any. tax returns?
A No. . |

Q Okay. BAre you aware as to whether or not

Drake Holdings currently has a federal -- it will be a
State of California tax lien?
A If that is true, it's news to me, .and to wy
CFO.
MR. BARTLETT: Ckay. Your Honor, may I
approach?
THE COURT: You may.
BY MR. BARTLETT:
0 If you could take a look at that, please.

Have you ever seen that document before?
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A I have.

MR. OTTO: Your HODOL, while he's looking at

the document I'd like to just lodge an objection as Lo
relevancy and allow the Court to rule.

THE COURT: overruled.

THE WITNESS: I don't recall ever seeing this
document .

BY MR. BARTLETT:

Q It is Qated 2002. It is a state taX lien, 18
it not?
A 1 don't know.
Q Wwell, what does it say on the top?
.a - “That's what it says, but 1 guess that's what
it ie.

MR. BARTLETT: YOur Honor, then I'd like to
have this warked.

THE COURT: All right. HowW did you get to
know Ms. Fritz?

THE WITNESS: I got -- 1ast weekend in July on
Friday afternoon I got & call from my partner, John
Mazza.

THE COURT: This year?

THE WITNESS: This year.

THE COURT: Okay.




14,

15
16
17
18
19
20
21
22
23

24

THE WITNESS: And he said, "I have thig lawyer

from New York calling me". Do you realize -- and she's
telling us that Drake 1s -- somebody's trying to steal
prake. What are you talking about? He goes -- she

needs Tipton, our CFO, who is probably more up-to-date
on the --
THE COURT: So she had called Mr. Tipton?
THE WITNESS: No, she called -- she called
Mazza. Mazza called me and then on a conference, I gave
Ms. Fritz the phone numbexr for Mark Tipton. And that's
how I met her.
. THE COURT: Okay.. When you sdid your -partner
earlier you wmeant Mr. Mazza?
THE WITNESS: Mazga, right.® Right, Mazza and
1 founded Drake Capital Securities.
THE COURT: How do you spell his name, please?
THE WITNESS: M-a-z-z-48.
THE COURT: Thank you. Go ahead.
{Exhibit 8 is marked.)
BY MR. BARTLETT:
Q T'm handing you back what's been marked
Exhibit 8, I guess. Mr. Dilillo, are you aware there's
also a county tax lien from the county of Los Angeles

filed against the company?
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A I'm not aware of any tax liens.
MR. OTTO: Same objection, your Honor.
THE COURT: Overruled.
BY MR. BARTLETT:
Q So you're not aware of tax liens. Are you
aware of any tax bills that you received from the State

of California?

A I'm not aware of it.

Q Mr. Tipton hasn't informed you?

A He has not.

Q Okay. Are you aware -- do you know whether

or not the corporation is registered with the California

Secretary of State?

A I'm not aware of that.

Q. You don't know whethery you are or you are
not?

A I think we're not. We're a Nevada

corporation,

0 Very good. And your testimony is that right
now the company is looking for an investment
opportunity, correct?

A That's right.

Q All right. Aand where is the -- is the

company earning any revenue?
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A Excuse me, not in exactly investment
opportunity. we make investments and I make investments
every day in the stock market. That's an invegtment
where you're third party. We want to be -- W€ want to
merge with a private company and become part of that
private company and help it grow. Tt's not just a
situation where Wweé want to be -- W€ want to be involved
in the business of the company that we merge with. It's
not just aelling off our position in Drake Holding, S©
igts different than an investment, It's mOre of a
collaboration or an amalgamation.

Q. - You want toO merge with some-private'company-

land. have an active role in operating the company?

- A - We want to help out. We think we can.

Q okay. Now, if 1 told you that that ig the
goal of Mr. Berney's company. North American, the
company that is assisting Mr. McBride as the custodian
to do the exact same thing that you would like to do, if
an opportunity arose to merge with such a cowmpany as
you're talking about, would you be willing to listen to
that kind of an offer?

A I would never entertain an of fer where mwy
position is diluted 938 percent.

Q Well, I didn't ask that. I just asked you if
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an opportunity such as you've described you're loocking
for was presented to you by North American or the
custodian, would you be interested?

A You know, we look at many, many
opportunities. And then we look into the backgrounds of

the people who are involved as principals in those

companies,
Q Right,
A And so our decision is not only a business

one, it's who we're getting in bed with, so to speak.
Q Sure,

A~ 8o knowing what -- well, =o I would 1just say

© fthat 1f everything that's been presented. on Mr. Berney

and Landmere, et cetera, and the people involved. is -
accurate, I don't think we would get involved. with them.

0 . Okay. But I understand that 1if what has been
alleged is true you might have second thoughts,
certainly.

A Well, let's put in this way. Right now
considering what's happened, we were blind-gided by
this, I would think that I wouldn't want to be involved
in the person that comes in out of left field and tries
to steal my company.

THE COURT: Are you familiar through the
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pleadings in this case of the reverse stock gplit that

occurred?

THE WITNESS: I am through the pleadings, Yes.

and also when the pink sheet company sent to the market

makers the notification of the name chande, et cetera,

1t indicated that there was a Yeverse split.

THE COURT: You 1ndicated that you and your
partner own about 85 percent of the company?

THE WITNESS: The four directors oOwWn 85
percent.

THE CQURT: Four directors.

THE WITNESS: My partnefstand:l each own 2.5
million. shares. 7

THE COURT: If the reverse‘stock;split‘is
allowed to stand, Yyou gaid your-interest_of those four

would be diluted Lo what?

THE WITNESS: If the reverse.stock split -- it
there is a reverse stock split, and that's all that
happens, the percentage of the conmpany that's owned
remaing the same. However, if you have a reverse stock
gplit and then issue a hundred million oxr & nuge amount

of shares, then two people other than who were the old

shareholders, then your interests are diluted enormously

and that's what happened in this case. It wasn't the
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reverse stock split per se that diluted us, it was the
issue of a hundred million shares which is interesting
becauge we only have 50 million shares authorized.
BY MR. BARTLETT:

Q Let me ask you this. How do you know that
hundred million shares was issued?

A Well, that's what the pleadings say.

0 What 1f the pleadings are wrong. Do you Know

who they're issued to?

A I don't recall.

Q Did you ever call Mr. Berney up to ask him?
A No.

0 Did you-ever call Mr. McBride up?

A No.

Q Why not?

A Trying to steal my company.

How did you --

Lo

A I don't even talk to them. I immediately
called my counsel. Why would I want to talk to them?

Q To find out what's going on.

A I know what's going on. I know what's going
on. Myself and wy partner, my directors own 85 percent
of the company. We know what's going on in my company.

They're trying to take it over through some -- you know,
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some maneuver that we had never heard about, 80O W€
contacted counsel. I don't want LO talk to them.

Q Okay. So you're acting under certain
assumptions that you've been told things by your counsel

and by other people --

A Yes.

Q _. allegations in the pleadings right now,
right?

A That's right. And they seem LO have been

verified by the official document that came over from
the pink sheets on that Monday afternooll.

-9~ . That document said that the name was beling
changed, right? and that there had been a reVérse‘stock

split} right?

A - Right.

Q and what else aid it say?

A 1t would be effective next day.

Q So thoge two things, the name change and

reverse stock split?
A T have to look at the document. It may

contain something else.

Q so -- okay. Now, do you acknowledge that
your company did not maintain a current address with the

Nevada Secretary of State?
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A We change -- we changed our addresses, I saigd
before, and we sent to the post office a change of
addresgss forn, How long they keep that change of address
effective, I'm not quite sure. I don't think it's three

or four Years, but I don't think it's two or three

months, either, so we didn't .- 1 guess that answers the
question,
Q Well, vyour answer, apparently, is you sent a

change of addressg to the post office. Right?

y: That's right,
Q But you Qidn't contact the Secretary of State
directly?
R We did not contaect Neﬁada Secretary of State

directly. We, as in the past, cr Associates did that
for us, our agent did that . for us.

O Okay. So when was the last time you --
there's been a document, Exhibit 3 entered, and T don't
know -- you've probably seen that from Western States

Transfer that shows the Drake Holding, a bill for

$25.00, right?

A Uh-hum,

Q What is that bili for?

A A request for the shareholder's 1ist.
] Okay. And when was that request made?
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. I think it was March of 2004 or whatever the
date is on there. March --

Q This is haxd to read,

A Right. See, it's March or January of 2004.

0 Where were you getting a shareholder list at

that point in time?

A Well, like I said, we were looking at many
buginess plans and, hum, we thought a current
shareholder list should be in our files.

Q All right. Whose responsibility was it to

pay Western States Transfer their fees asg your transfer

agent?

‘A . Well, they sent us a bill. I gave.the bill
to Millie.

0 Okay. So do you know whether or not you had

maintained your account with the tranafer agent current

as of April of this year?

A Yes.

Q You believed you were current?

A Yes.

Q 1f I was to tell you that according to

Western States you weren't current would that surprise

you?

MR. OTTO: Objection, your Honor. Calls for
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THE WITNESS: I didn't even
I couldn't understand the guestion.
THE COURT: Overruled. You
BY MR. BARTLETT:
Q If Western States -- would
to know that Western States maintains

current ag of March of 20052

A Current meaning?
Q Their fees paid.
A Absolutely floored by that

them yesterday.

nature of this line of gquestioning.
MR. OTTO: Excuse me?
MR. OTTO: The relevance --

THE COURT: Overruled.

MR. OTTO: -- to whether a

speculation. I mean, I don't understand the guestion.

hear the question.

may amnawer it,

You be surprised

that they were not

since I spoke to

Q. Okay. 1Is there a bank account for Drake
Holdings?

A Yes,

Q Okay. Who's that maintained with?

MR. OTTO: Your Honor, I don't understand the

THE COURT: What's the objection?

THE COURT: What's the objection?

shareholder's
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meeting was held in this case.
THE COURT: Overruled. You may answer.
THE WITNESS: What's the guestion?
BY MR. BARTLETT:
0 The guestion was what's the name of the bank
that you maintained the corporate account?
A Wells PFargo.
Q That's been -- let me ask you this. You
testified that the last shareholder meeting was about

four vears ago for your company?

A I don't exactly recall, but it’s around that.
o All right.
A . However, we do get together as direqtqrs..
Q Do you recall at the time this -
organization --
A Quarterly.
0O Do you recall at the time this corporation

was formed how many shares were authorized?

A When the -- when we first --

Q Right,

A -- put our operations into Drake Holding?

0 Yeah.

A I don'‘t recall what the initial authorization

was .
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0 Did there come a time when that
authorization, number of shares that were authorized
changed?

A I don't recall. I just know we have 50
million now,

Q Do you recall ever having a shareholder's
meeting about reducing or increasging the number of
authorized shares to the company? |

A I don't recall,

MR. BARTLETT: No further questions, your
Honor.
THE COURT: Thank you. Mr. Otto.
REDIRECT EXAMINATION
BY MR. OTTO:

0 Mr. Dilillo, the directors who get together
on a regular basis own the 58 percent of the
corporation; is that correct?

A Yes.

Q  The pink sheet company, their market makers,
they notified you of the change of name?

A The pink sheet cowpany, ves.

Q If Mr. McBride had attempted to contact you
through the pink sheet company or any number of market

makers he could have easily found you; is that correct?
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A In a minute,

Q pid any of the pink sheet companies OY the
other market makers tell you that Mr. MceBride was trying

to find you?

A NoO.

0 any of the other officers Or directors --

A NG .

Q .- or ghareholders that you know of?

A No.

Q Does a hundred million shares being igsued,

Nlgitution of that kind, is that rantamount to &

liguidation of your interest, does it come close?’
A To the tune of 99 percent.
Q T believe you have, perhaps, Exhibit 8 in

front of you at this time.

A Yeah.
Q These are notices of tax liens from various
entities. Please look at the name of the taxpayer in

the first page of Exhibit 8 and read it for the Court,
if you would.

A Drake and Company Holdings, IncC.. and subs
prake Capital gecurities, Inc.

o} Ig that the corporation which you now

control?
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A No.

Q Ppid you sell that corporation in 1998 or
prior?

A Yes.

Q Would you be getting notices of a company you

no longer own of tax liens?
A I don't believe so.
Q Please look at page 2 in Exhibit 8. At the

line states debtor, please read the name of the debtor.

A Drake Capital Securities.

Q Is that the company you now control?

A No.

4] Fair to say you sold it in 19987

A Yes.

Q. Would you be notified if Drake Capital

securities owes any tax lien anyway if you don't own
Drake Capital Securities?

A No .

Q Please look at, I believe it's page 4,

judgments, liens, State of California with a county

recorder of deeds. Please read the debtoxr in that case.
A Drake Capital Securities, Inc.
Q You no longer own Drake Capital Securities,
correct?




10
11

1Y

43

14
15
16
17
18
i9
20
21
22
23

24

A

Q

judgments,

A
Q
A

Q

in Florida

@ @

No. Sold it in '98.
Go to the last page, Sacramento County Court,

and liens, State of California. Please read

the name of the debtor that that case.

A Drake Capital Securities.

Q Do you own Drake Capital Securities?

A No.

0 When did you sell 1it?

A July of '98.

o} Please go to the next page, gsir. Leon County
Circuit Court, State of Florida. Please read the naume

of the debtor.

prake Capital Securities.

Do you own Drake Capital Securities?

No.

Would you necessarily be notified if somebody

owed a tax debt?

ﬂ -\ No.
QR Go to the next page please, sir. State of
”Florida, Leon, recorder of deed. please read the debtor
in the case.
A Drake Capital Securities, Inc.
Q Same answer?
A Same answer.
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Q Next page, please. Please read the name in
the case.

A Drake Capital Securities, Inc.

Q Same answer?

A Same angswer.

Q Please go to the next page, A

A Drake Capital Securities, Inc.

Q And the next?

A Drake Capital Securities, Inc.

0 And the next?

A ‘Drake and Company Holdings and subsidiaries,

Hanover Street, Hanover Square, New York. -~ That's, by
the way, who sold --

Q That's who you sold it to?

A That's who we sold it to. they changed their
name to Drake and Company Holdings.

Q All right. Let's go -- let's not bore
everybody any further. None of these goes to Drake

Holdings Corporation; is that correct?

A No.
Q And when are these entered? Let's go to the
last page, sir. Drake Capital Securities Inc., 7

Hanover Square, Second Floor, New York, New York.

Docket date, correct, when I say 3-12-2003?
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A That's right.

0 You didn't own it at that time.

A No.

Q Filing date on the one -- noving backward,

Drake and Company Holdings, Inc. and subs Hanover
Square, New York, filing date 10-31-2000, correct?

A Yes.

Q Going backward again, Leon County Circuit

Court, entered May 26, 2004, correct?

A Yes.
Q you didn't own 1itL?
A No.
Q. . And on and on, correct; if you look at every

one of them --

A Yeah.

Q -- you didn't own any of these corporations
when the tax liens were entered against them; is that
correct, sir?

A That's correct.

MR. OTTO: Thank you very much.

THE COQURT: Mr. Dilille, I think I'm familiar
with what pink sheet companies are, but for the record
could you state what they are, please? What is a pink

sheet company?
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THE WITNESS: Well, it's an over-the-counter
company. There are levels of being public. When you're
public you have to be able to be traded. Somebody has
to be able to buy and sell your stock. First level or A
level is the pink sheets where you're nonreport. You
don't have to file 10-K's, but you have market makers
and the public can buy and sell those securities. Then
there's a bulletin board where your reporting company,
you have market makers, then there’s nasdag, small
capital, which has certain requirements, and then
NASDAQ, the main NASDAQ which you have to meet certain
minimwnw equity reguirements and volume requirements.

' Thé pink "sheets is where initial -- companies
that don't for some reason want to be reporting compan?:
at that stage in the business, but they want to be
public for various reasons, that's where they like to
list.

THE COURT: But lower capitalization
companies, usually.

THE WITNES8S: Usually, yes. However, in the
past vyear, being public in pink sheets and not being a
reporting company has become more attractive than 1t has
been in the past because of Sarbanes-Oxley you don't

have to comply -- you don't have to be -- the burden of
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Sarbanes-Oxley and the burden of filing quarterlies is
not on you if you have pink sheets and you can
concentrate on conducting your business.

In addition to that, the pink sheet market has
become -- when I got in the business the pink sheet
market was a bulletin board, literally a backboard in
brokerage as someone would call up and you scratch off
the price., Now it's all electronic, so it's called
electronic¢ pink sheet market. And you could go to the
computer and get a quote any time. The pink sheet is

all electroni¢ right now with the market makers, so its

‘fIstature has increased tremendously. in the past year or:

so for -- mainly for those two reasons.

THE COURT: Thank you. We'll be in recess in

flthis case, gentlemen. I have another proceeding at

1:30, go this hearing will resume at 3:00,.

Court is in recess.

THE COURT: Mr. Otto, please call the next
witness.

MR. OTTO: We had Mr. Dilillo on the witness
atand, I believe, your Honor,.

THE COURT: I thought we were finished with
him.

MR. OTTO: I have a few questions for
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Mr. bilillo.
THE COURT: Okay. Quick, guick. Please
resume the witness gtand.
MR. OTTO: Mr. Bartlett finished with
Mr. Dilillo?
THE COURT: I thought so. Mr. Dilillo --
MR. BARTLETT: I wasn't asking him questiohs
when we hroke.
THE COURT: I thought Mr. Qtto was and he was
finished. 1 don't care what you do.
MR. OTTO: Just a couple, your Honor,
TEE COURT: Al right. Go ahead.
CONTINUATION REDTRECT BEXAMINATION - -
BY MR. OTTO:
Q Showing you, Mr, Dilillo, what's been marked
asg Exhibit 9 stipulated to admission, Certificate of

Amendment. Do you recognize that document?

A No.
0] You never recelved a copy of this document?
A No,

MR. OTTO: All right. Thank you.
Mr. Dilillo, I have nothing more for you.
THE COURT: All yight. Thank you. You may

step down. Please call the next witness.
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Exhibit 9 is admitted.

(Exhibit 9 is admitted into evidence.)

MR. OTTO: I call R.K. McBride, please.

THE COURT: Thank you. Mr. McBride, please
step forward, raise your right hand and be sworn as a
witness.

ROBERT K. MCBRIDE,
called as a witness by the Appellant herein,
being first duly sworn, was examined and

testified as follows:

THE COURT: Please take the witness stand and
be seated.
DIRECT EXAMINATION
BY MR. OTTO: |
0 Mr., McBride, please state your name and
spell it for the record.
Robert K. McBride.
What is your occupation?
I'm a contractor,
What kind of contractor?
Building.

and do you own a building contractor company?

OO OF 0 P 0 F

I am the company.
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Do you have employees?

No.

- S0 sole proprietor builder?
Yes.

What do you do in that capacity?

R o - o I e

Remodel and do add-ong and remodeling and

repair homes, primarily.

Q And where do you do that, sir?
A Lag Vegasg, Nevada.
Q And how does it come to pass that you became

familiar with a company called Drake Holdings
Corporation?-

A [*ve reached the point in my life where I
have no’ retirement so I decided I need to make some
extra money, at which time I talked to Mr. Berney
because I have done numerous jobs for him in his offices
and his homes and properties at earlier years and I
asked about a good avenue, and he put me on to Ms. Dion
and we discussed the problem. And I also talked to
Eugene and I thought that this would be a good avenue to
make a few bucks.

0 And you mention Mg. Dion. What is her name?

A Corene,

0 Her full name Corene Dion?
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A Corene Dion,

Q is that D-i-0-n?

A Yeg, it is.

0 What is her capacity in relation to

Mr., Berney?

A I think that she uses him in the act of a --
word -- an advisor for -- his primarily focus --
function is to find merging companies and that's where
hig expertise lies and that’'s what we use them on.

Q Are you aware that he had pled guilty and

been convicted a conspirator in a fraudulent securities

gcam?
A Yes, I am.
0. Bid you enter into a business arrangement

with him before or after you were aware of that fact?
A I never entered into a business contract with
him. It was through the company of Mr. Berney.
0 But you said that yoﬁ did work at
Mr. Berney's house and Mr. Berney put you on to
Ms. Dion?
y: Ne, he introduced me to her.
Q And do Mr. Berney and Ms. Dion have a
business relationship?

A She uses him in the capacity of a -- I keep
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forgetting the word. Any help? Consultant.

Q A consultant?
A Yes,
o And was 1t your intent as custodian of Drake

Holdings to sell Drake Holdings Corporation under its
existing name Drake Holdings or under another name,

under Landmere?

A Under Landmere.

Q And to whom were the proceeds of the sale to
qgov

A Pay off bills originally, but. I mean, the
full disclosure as to what -- where the monies would go

would go through the Dion company .

0. So you would pay the monies that you received
from the gale of Drake Holdings and its assets, if there
were any, or the asset in it being a shell corporation
itself to the Dion company.

A They would, in esgence, be the escrow
officers of it, yes.

Q Escrow. Did you have an escrow agreement

with them?

A Yeag,
0] Did you bring that with you here today?
A T€'s in the contract with -- which is in
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evidence, yes,

Q As custodian of a corporation, to whom do you
owe a duty, sir, if you know?

A Stockholders.

Q Did you plan to give the proceeds of the

stock sale to the stockholders?

A Well, yes. I'm only operating for the
stockholders.

0 Were you being paid yourself acting as
cgustodian?

A Yes.

Q And how much were you being. paid?

A7 81,000, And then I gct-stock.upon.finding a

merger or partner.

_THE COURT: When did you find out the identity
of the stockholders of this corporation?

THE WITNESS: When did I find the identity of
the stockholders?

THE COURT: Yes.

THE WITNESS: Well, it was recently because we
didn't have a stockholder list until --
BY MR. OTTO:

Q When you say “recently"”, what do you mean?

A within the last month.
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THE COURT: Was there a stockholder list
available at the office of the Secretary of State?

THE WITNESS: ©Not to the best of my knowledge.

THE COURT: Did you check?

THE WITNESS: Yes, sir.

BY MR. QTTO:

0 There was a stockholder list at the transfer
agent?

A Yes,

0 Did you ask the transfer agent before you did

a reverse stock split for the shareholder lisgst?

A No.
Q. Why not?
A I didn't think it.was my duty to do so

because there was nothing of  revelance for a stockholder
meeting.

g Did you believe that you could issue 50
million shares out of treasury return or a hundred
million shares out of treasury, 50 willion of them not
authorized by the corporate charter?

MR. BARTLETT: I will have to object to the
question. It's asking about facts that are not in
evidence.

THE COURT: Well --
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MR. BARTLETT: There's no evidence of any
shares being issued.

THE COURT: Let me ask you a question. You
applied to the Court for appointment in this custodian.

THE WITNESS: Yes, sir.

THE COURT: Let's see when that was. This
application was filed on April 22nd, 2005, by the
Beesley, Peck and Matteoni firm; is that right?

THE WITNESS: Yes.

THE COURT: Did you retain them?

THE WITNESS: Yes, sir.

THE COURT: What money did you pay them?

THE WITNESS: Well, it came through- the -
corporation.

THE COURT: The Drake corporation? .

THE WITNESS: No, sir. No, gsir. The
corporate group office of Ms. Dion's.

THE COURT: Did you select this law firm?

THE WITNESS: No, she did the leg work.

That's what I hired her for.

then you paid her corporation the money for fees?
THE WITNESS: Yes. Well, no, sir. No, sir.

Our contract --

THE COURT: You hired her to select a firm and
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THE COURT: Where did the wmoney come from?

THE WITNESS: From The Corporate Group, yes,
net my corpoerate group.

THE COURT: What corporate group?

THE WITNESS: Ms. Dion's corporate group.

THE COURT: That's a corporation?

THE WITNESS: 1It's going to be. 1It's in the
process.

THE COURT: What 1is it now?

THE WITNESS: A company.

THE COURT: An unincorporated something or
other? What isg it?

THE WITNESS: Yes, sir, an unincorporated
‘company.

THE COURT: And that comﬁany paid the money to
ﬁhe lawyers to file this case, right?

THE WITNESS: Yes, sir.

THE COURT: 2And they selected the lawyers to
file this case?

THE WITNESS: Yes, sir.

THE COURT: And is that Ms. Dion or Mr. Berney
or who?

THE WITNESS: Ms. Dion and her staff.

THE COURT: How many does she have on her
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staff?

THE WITNESS: To the best of my knowledge,
three.

THE COURT: What's the name of her company?

THE WITNESS: I believe it's The Corporate
Group. It was in transition at this point in time.

THE COURT: Then they filed this application.
And before the application was filed, what steps did you
take to find out the identity of the shareholders?

THE WITNESS: Mailing lists, mailing of the
former addresses that we were able to get ahold of.

THE COURT: Did you mail something to
Mr. Dilillo?

THE WITNESS: Yes, we did.

THE COURT: And something to Mr. Tipton?

THE WITNESS: Yes, sir.

THE COURT: Did you call directory .
assistance --

THE WITNESS: Yeg, 8ir,

THE COURT: -- for the phone number of the
company?

THE WITNE8S: Yes, sir.

THFE, COURT: What did you discover?

THE WITNESS: We had one number that was never
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answered.

THE COURT: How many times did you call?

THE WITNESS: I'm -- would have to refer back
to Corene, but I -- at least half a dozen times at

different times of business day.

THE COQURT: Well, why would you have to referx
back to Corene?

THE WITNESS: Because she's the one that
handles that thing, sir. That's what I hired her for.

THE COURT: Do you know of any reason of fhand
why she or her company did not file the application to
be custodian?

THE WITNESS: - I believe she's already got her
plate full with other companies, sir.

THE COURT: Do you know of any Yreascn of fhand
why you never mentioned her company in the application?

THE WITNESS: No, sir. I don't believe -- I
didn't think it was necessary. It's like having an
office force.

THE COURT: After you were appointed
custodian, did you do anything to call a shareholdex's
meeting?

THE WITNESS: No, sir. IL was under my

interpretation that until I had something revelant such
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as a merger or something of this nature.

THE COURT: There was a reverse stock split.

THE WITNESS: Yes, sir. Yes, sir, there was.

THE COURT: Wouldn't that be, in your phrase,
relevant or revelant to notifying the shareholders?

THE WITNESS: Only if it was a completed
action, agir.

THE COURT: Really? Who told you that? How
do you know that?

THE WITNESS: Well, it's just -- the sole
purpose was to get the corporation into a sellable or a
merging position and in order.to do that ‘I asked certain
people.-in the -- in Corene's group what would be the
best avenue of doing it.

THE COURT: You said, quote, "As a custodian,
I owe a duty to the stockholders".

THE WITNESS: That's true, sir.

THE COURT: But you're telling me you don't
think you had any duty to notify the stockholders of the
reverse stock split.

THE WITNESS: No, sir. It's --

THE COURT: Did you have a duty to notify any
of the stockholders you were changing the name of the

company?
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THE WITNESS: No, sir.

THE COURT: Did you have a duty to notify the
stockholders of your plan to do the reverse gtock split
and then increase the amount of shares in order to sell
the company to another company?

THE WITNESS: Only if it was a completed
transaction, and I needed their approval.

THE COURT: 8o your view 1s that you don't
have to notify the shareholders that the company name
has been changed, the numbers of stock have been
dramatically increased, the stock's been sold, and a new
company has taken over until after it's done. .Is that
what, you're telling me?

THE WITNESS: No, sir. I am saying -~-

THE COURT: 1Isn't that what you just . said?

THE WITNESS: Yes; gir.

THE COURT: After you have a completed
transaction, then you give notice to the shareholders.

THE WITNESS: Only to get their permission to
finalize the completion.

THE COURT: You don't think you need any
permigssion of the shareholders?

THE WITNESS: Not as I --

THE COURT: Even if they've been shareholders
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for years to create a business plan and issue stock and

go forward and do things until you've got a deal.

That's your view.

THE WITNESS: When the stock was worth nothing
and I -- it had aspirations of make it --

THE COURT: Don't waste my time. Answer the

guestion I asked. Is it your -- I'm not talking about

proprietary plans. Let's assume it's great, it's gonna

penefit the corporation, we're all gonna be

millionaires, is it your view that you have no duty to

notify the shareholders of the change in name, the

issuance of the stock, the business plan, the company

lwho's gonna take it over unless a trangaction is

completed?

THE WITNESS: No, Sir.

THE COURT: What is your view?

THE WITNESS: My view that under the statute,
I had the authority to do that.

THE COURT: And that is under which statute?

THE WITNESS: I would have to refer to my
attorney for that.

THE CQURT: Well --

THE WITNESS: Seven --

THE COURT: 1It's under Chapter 78. Where is
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it? Let wme read you subsection 2. NRS 78.347. "The
authority of the custodian is to continue the business
of the corporation and not to liguidate its affairs or
distribute its assets except when the district court so
orders".

At what point do you think you'd have an
obligation as custodian to give the shareholders notice
of anything?

THE WITNESS: When I had gomething of
revalance to notify them.

THE COURT: What does that mean? It's not
relevant that you're changing the. name? It's not
relevant that you're issuing stock?

THE WITNESS: I didn't --

THE COURT: It's not relevant?

- THE WITNESS: I authorize stock. No stock was
ever issued.

THE COURT: 1It's not relevant to a shareholder
of a corporation that additional stock has been
authorized?

THE WITNESS: As long as it's not inflating
the existing shares, no, because it's -- it's just
paper. It's nothing until it's issued.

THE COURT: If you were a stockholder of this
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company, say, for years, the stock was golng to increase
in number, even assuming the value of the stockholders'
interest was not diluted, don't you think that's
something you reasonably want to know?

THE WITNESS: I suppose it may be, yes, sir.

THE COURT: And if you were in a company that
had a certain name, had had that name for years and
yearsg, 1if the name was gonna pe changed, is that
something you'd want to know?

THE WITNESS: As a stockholder or as a
custodian?

THE COQURT: Ag a gtockholder.

THE WITNESS: No, becauge the. name -is nothing.

THE COURT: Have you evexr been appointed by a
court as a custodian of another company?

THE WITNESS: This is my first time, sir,.

THE COURT: Do you have any experience at all
in the management of corporations?

THE WITNESS: No, sir.

THE COURT: Do you have any experience at all

in dealing in public or private gecurilties?

THE WITNESS: No, sir.

THE COURT: Other than this corporation, do

you own any stock of any company?
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THE WITNESS: 1 don't think so. I think it's
under five. Three, I don't know,.

THE COURT: You don't know if it's three?

THE WITNESS: Because it's never went through,
I -- it was just -- it was an entity that I looked at
and --

THE COURT: Well, how many times -- have you
done a lot of litigation in your life?

THE WITNESS: No, sir.

iy

THE COURT: So I assume filing a complaint, an
application in a lawsult cowmencing a lawsuit in a court
is something of significance to you?

THE WITNESS: Yes, sir.

© THE COURT: Well, Mr. Otto's guestion was
pretty simple. How many times have you filed custodian
application in a court?

THE WITNESS: Without my records in front of
me, I couldn't tell vyou.

THE COURT: It might be three but you don't
know.

THE WITNESS: Yes, sir.

THE COURT: Did you ever see the Goodbye Girl?
It's a movie.

THE WITNESS: Yes, sir.
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THE COURT: About some young people in a car.

THE WITNESS: Yes, sir.

THE COURT: The girl says to the boy, have you
ever done this before? And he says I don't, once or
twice is as good. She says, well, was it once or twice?
You're telling me you may have done this once or twice
or three times, but you're not sure, within that range?

THE WITNESS: Yes, sir.

THE COURT: All right.

BY MR. OTTO:

Q Mr. McBride, you're not in any other business
an officer or director. Is that true?; .
A Well, right now the way my memory* s working

I'm not sure.

QO So now your memory's faulty, sir?

A well, I mean, you've already pointed out that
it is,

Q Are you a Director ot European Diversified

Holding Company?

A I believe I am.

Q Are you a Director of National Health Care
Alliance, Incorporated?

A Yes, Sir.

Q Are you a director of Landmere, Incorporated?
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A Yes, sir.

Q Are you trust -- I'm sorry, directoxr for
Metropolis Technologies Corporation?

A That I'm not sure of,

Q Are you a president of Tell Data World

Services, Incorporated?

A Yes, sir,

Q You have no business experience?

A Except for contracting, no.

0 How do you become the president of a

corporation then?

A~ - In today's world it's quite. easy.
Q Please explain.
A You hire an attorney, he fills out the

papers, and you're it.
Q What attorney did you hire to make you

president of Tell Data World gervices, Incorporated?

A I haven't got a clue.

Q You hired an attorney. You don't remember
who?

A I don't remember.

0 Did you pay them a fee?

A Probably did. They don't work fox nothing.

Q But you don't remember what atbtorney did itz
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A

Q

No, sir.

And Metropolis Technologies Corporation,

you're a director of that corporation, did you hire an

attorney that make you the directox of that corporation?

A

L e S "I o S B o B B o

papers for

Q

Probably so.

You don't remember doing it, though?
No, sir, I don't.

And Landmere you're a director?

Yes.

Again, you hired an attorney?

Yes, gir.

Again, you don't remember?

- Na. DLandmere was the same one that filed the

becoming the custodian.

And same question, you're director of

National Health Care Alliance, Incorporated, you don't

remember which attorney got you that position?

A

Q

question.

A

Q
A
Q

No.

And European Diversified Holding, same
Don't remember what attorney?

Yep.

Was it Mr. Bartlett?

Not to the best of my knowledge, no.

Are you familiar with the name Koppenhaffer?
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No.
Are you familiar with the name Berney?

Yes.

LR o T

Is Mr. Koppenhaffer in the courtroom today,

would you know?

A Certainly. Yes, sir.

Q He is here today?

A Yeg, sir.

0 So you do know hiwm?

A Yeg, sir,

0 And how do you know him?
" A Through business. He's also a custodian.:
- - . Now, in your application for custodian in the

case of Drake Holdings Corporation, you affirmed and
testified to the Court that you bought shares in Drake

Holdings corporation?

A Yes, sir,

Q Do you have those shares with you today?

A No, sir.

Q Where did you get them, the shares, where did

you get them?
A From the market.
0 What market?

.\ Pink sheet, I guess.
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The pink sheeta, you guess?

Well, I -- I paid -- I got 600 shares.

How'd you pay for them?

Check.

Did you bring copies of the checks with you?
No, sir.

Did you know you were gonna have a hearing

Yeg, sir.
But you didn't bring copies of the checkg?
No.

Didn't bring any papers with.you at .all

Yeg, dgir.
wWhat tapes did you bring with you?
The attorney has them.

All right. Do you know if your attorney has

purchased 600 shares of Drake Holding?

A
0
with him?

A

He is got a copy of it.

Does he have a copy of the stock certificates

No, sir.

MR. OTTO: If I could have one minute, please?

{Short pause.)
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BY MR. OTTO:
Q Mr. McBride, you were going Lo say something?
A Stocks, when they're purchased aren't
normally given out,

THE COURT: Who did you pay for --

THE WITNESS: They're held by --

THE COURT: Who did you pay for the stock?

THE WITNESS: How wuch?

THE COURT: Who did you pay?

THE WITNESS: Who did I pay? I'd have to locok
at the check.

THE COURT: Did you say you gave a copy of it
to your lawyer? .

THE WITNESS: Yes, sir.

THE COURT: Okay. Show that to the witness,
maybe refresh his recollection., Do we have that?

How much did you pay?

MR. BARTLETT: What I have, your Honor, is a
verification that he has purchased 600 shares in Drake
Holding Company from R.K. & Company which is a financial
company that --

THE COURT: Well, do we have the copy of the
check he used?

MR. BARTLETT: I don't have a copy of the




10
i1

12

13-

114
1%
16
17
i8
19
20
21
22
23

24

check.

THE WITNESS: It's --

PHE COURT: Do you know how many shares you
purchased? '

THE WITNESS: 600, sir.

THE COURT: Do you know when you purchased
those?

THE WITNESS: Early April. April 19th,

somewhere in there.

them.

THE COURT: Tell me again how you purchased

TRE WITNESS: With a check, sir.

THE COURT: I mean, what did you do? -pbid you

go to a brokerage house? Did you go on-line? What did

you do?

THE WITNESS: Through KJR.
THE COURT: And who is KJR?
THE WITNESS: They're a stock brokerage.

THE COURT: VYou used them on other occasions

to purchase stock?

believe

THE WITNESS: To purchase other stock, I
-- yes, sir. Yes, sir.

THE COURT: Okay. ©Go ahead.

BY MR. OTTO:
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Q An amendment was issued, which is in evidence
as, I believe, Exhibit 9, Certificate of Amendment to
the Articles of Incorporation for Nevada Profit
Corporation. I'd ask you to look at that document, sir.
Do you recognize it?

A Yes, sir.

Q It states that 52 percent of the shareholders

approve the amendment; is that correct?

A Yes, sir.
o) How did you get 52 percent approval?
A Again, it was in my reading of the statute

that made me the --

Q@ ° DNo. I mean the physical process, how did you
get their approval?

A I had it because all the -- according to what
I read, in the Nevada statute on being a custodian, at
time of appointment I was, basically, given all unissued
stock to control,

THE COURT: Would you give the witness a copy

of Chapter 78?7 Show it to me.
BY MR, OTTO:

Q If you would loock at Chaptexr 78, and in
particular, I think you'zre looking at 78.347 and

thereabout. 8Sir, if you'd read that and please explain
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to me and the Court where it says what you just said.

MR. BARTLETT: Well, object to that guesgtion
because it may not be that particular statute. There's
references in other statutes in that statute.

THE COURT: Mr. McBride, you have testified
that you believe you had authority in more than 50
percent of the stockholder because of what you read in
the statutes.

THE WITNESS: Yes, sir.

THE COURT: Now I've give you the corporation
atatute. You can look at any other statute of the State
Nevada, past or present, if you want, and we'll git here
until midnight. You show me where it is.

THE WITNESS: Yes, sir.  Can I talk to my
attorney?

THE COURT: Sure. We'll take a brief recess,
resumeé. Mr. McBride, do you know what a fiduciary is?

THE WITNESS: Not in the real --

THE COURT: I wanted you to talk to your
lawyer about that, what that is. Do you know that a
custodian appointed by the Court conducts the affairs of
the operation does so as an officer of the Court?

THE WITNESS: I didn't realize that, sir.

THE COQURT: All right. We'll resume promptly
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at four o'clock.
(Short break.}

THE COURT: Mr. McBride, please resume the
stand and refer the Court to the revisgions of the Nevada
Statute you referred to earlierx.

THE WITNESS: Okay. 78,347 refers to as
custodian appeinted to 78.5900, and 78.635 and 78.650,
which gets down to 650, goes to 78.640 which reads, "All
real and persconal property of any solvent corporation
whereas situated in all of its franchises, rights and
privileges shall, upon appointment of receiver,
forthwith be vested in him and the corporation shall be
disgclved to title thereto’. |

THE COURT: You .remember the guestion? The
gquestion is what is the authority for the custodian
without notice or vote of the shareholders to represent
that he has a majority of shareholder approval? And
that is the authority you've cited.

THE WITNESS: Yes, sir.

THE COURT: All right. Please proceed.

BY MR, OTTO:
0 Mr. McBride, you bought your shares in April;
is that correct?

A Yes, sir.
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0 You started sending letters to Drake Holding
in March; is that correct?

A I would have to refer that to Ms. Dion‘s
company. That's who I hired and put into contract and

that contract 1s available to the Court.

Q All right. Do you know anybody named Eric
Uffnexr?

A Yesg, sir.

Q And who does he work for?

A It's a dba,

Q It's a dba?

A Doing busginess as.

- Q And. who's he doing business as? -

A It's Peter Berney.

Q Eric Uffner and Peter Berney are the. same
person?

A Yes.

THE COURT: I'm sorry, Eric who?
THE WITNESS: Uffner.
THE COURT: Upner.
MR, OTTO: U-f-f-n-e-r.
BY MR. OTTO:
0 Mr. McBride, how much did you pay for your

shares in Drake Holding?
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A 1 -- I do not have the check. I thought I
did. It was a different check.
vou don't know how much you paid for them?
A I can't remember.

THE COURT: Now, listen carefully.

THE WITNESS: Yes, sir,

THE COURT: Did you, yourself, Mr. McBride,
pay for those shares, or did some other company oY
individual?

THE WITNESS: I paid for the shares.

THE COURT: You have out of your pocket?

THE WITNESS: With a personal pockeb.

THE COURT: You weren't given the money by .
somebody to pay for those shares?

THE WITNESS: No, sir.

THE COURT: Go ahead.

BY MR, OTTO:
Q You say that Drake Holding Corporation at the

time was worth nothing?

A It hadn't been traded for quite a few years
and there -- the last listed price that I saw was 20
cents. The last offered price was $5.00.

Q vou don't remember how much you paid for it?

A No, sir.
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o] You do remember what the prices bid and asked
for, but you don't remember what you paid for it?

A Right.

G My. McBride, if you -- as you claim, I
believe, that you had complete authority to amend the
bylaws, to issue or authorize shares, to change the
name, to do a reverse two for one stock split, to amend
the bylaws by the amendment I showed you, why does it
say 52 percent, not 100 percent of the stockholders? If
you say, as you have testified, that you were standing

in the shoes of a hundred pexrcent of the stockholders?

A No, sir.

¢ + Obh.

. ~ The uncirculated stock, sir, is the only
thing that I took over which was four -- I can't

remember the exact number. Again, just have to refer to
Ms. Dion.

0 When you say Yuncirculated stock", what do
you mean?

A Ah. The amount of stock still in the company
that had been issued.

O Authorized, not issued?

A Yesg, sir.

0 80 is that in the statute, too?
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A It says all properties and titles.
Q So isn't that a hundred percent of the stock?
A No, because it would -- if it was a hundred

percent of the stock it would take the stockholders:!
rights away from them and I was not doing that.

Q But you were going to take 52 percent
control. How many shares did you control at 52 percent,

in your opinion?

A 40,000 or something, 42,000,
Q 40,000, as you call them, uncirculated checks
shares?

"A" - . I believe 8o, again, for the fact you'd have
to -~ '

THE COURT: Unissued shares.

THE WITNESS: Yes.

THE COURT: How can you take, on behalf of the
corporation on the basis of unissued shares?

THE WITNESS: It was like -- like I said, my
inter -- my reading of it, it was that it was part of
the franchise's rights, privileges and personal property
sold with the corporation.

THE COURT: 8o because of this statute you
believe you could just do anything you felt was

appropriate for the corporation, period, under his
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story; is that right?

THE WITNESS: To enhance the stockholders'
position, yes.

THE COURT: You didn't care about whethexr
stock was itssue, unissued, authorized or unauthorized,
did you?

THE WITNESS: As far as the stock that I
controlled? Yes.

THE COURT: As far as obtaining over 50
percent of the stockholders’ approval to de things in
the corporation, did you care about that or not care
about that?

THE WITNESS: Certainly, sir.

THE COURYT: Well then, if you cared about it,
how did you obtain over 50 percent?

THE WITNESS: 1 don't quite understand the
gquestion, sir.

THE COURT: A person can say look, Judge, the
way I read this statute, once I am appointed custodian,
I own everything in the corporation --

THE WITNESS: Which I don't believe that --

THE COURT: -~ so I don't have to give notice
to shareholders, I don't have to have meetings, we don't

have to issue stock, who cares. Or a person can 8ay
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even though I've got authority as custodian there's
still certain things that have to be authorized by the
shareholders and you have to get above a 50 percent
vote.

THE WITNESS: Yes, sir.

THE COURT: Now, did you have to get a 50
percent vote for this amendment?

THE WITNESS: I did not believe so.

THE COURT: Did you actually get -- have a
vote that was above 50 percent?

THE WITNESS: I was never in contact with the
stockholders,

THE COURT: Wellrthen, where was that ‘exhibit,
Mr. Ottoe?

MR. OTTO: Which one, your Honor? -

THE COURT: Representing the 52 percent.

MR. OTTCG: The amendment,

THE COURT: Go ahead. Which number is that?

MR, OTTO: It's Exhibit 9, youx Honor.

THE COURT: Certificate of Amendment, did you
sign that?

MR. OTTO: That was my next gquestion, your
Honor.

THE WITNESS: No, sir.
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THE COURT: Has the signature of something
illegible secretary is whose?

THE WITNESS: It says secretary, yes. It's
Ms. Dion.

THE COURT: All right. And what it says is,
"The vote by which the stockholders holding shares in
the corporation entitles them to exercise at least a
majority of the voting power as may be reqguired in the
case of a vote by classes or series, or as may be
required by the provisions of the articles of
incorporation have voted in favor of the amendment" and
somebody, presumably, the person who submitted it to the
Nevada Secretary of State, says "52 percent'!.

THE WITNESS: Yes, sir.

THE COURT: So you're telling the Secretary of
State we had a vote and 52 percent of the stockholders
voted; is that right?

THE WITNESS: Yes, sir.

THE COURT: And you're telling me one, we
didn't have any vote. Two, I don't own 52 percent of
the stock. And three, there wag never any voete on
anything where 52 percent was the result; is that right?

THE WITNESS: I was under the impression I

controlled that uncirculated stock.
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THE COURT: So you rely on what you call
uncireculated, unissued --

THE WITNESS: Yes, sir.

THE COURT: -- stock.

THE WITNESS: Yes, sir.

THE COURT: And you believe that even though
the stock was never igsued to any human --

THE WITNESS: Yes, sir.

THE COURT: -- you can count it in arriving
at 52 percent.

THE WITNESS: Yes, s8ir.

THE COURT: You want to tell me why you
believe that?

THE WITNESS: It was what I was told, I
believe it was by our office.

THE COURT: Whose office?

THE WITNESS: The office of Dion.

THE COURT: And the office of Dion told you
that you could tell the Secretary of State we had a vote
and 52 percent voted for X, even though, number one, you
didn't have a vote, and number two, the 52 percent
figure was unissued sltock.

THE WITNESS: Yes, sir. Then I thought I

could.
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THE COURT: Does that sound okay to you?

THE WITNESS: Well, the way you put it now,
no.

THE COURT: Well, is there some other way to
put it?

THE WITNESS: Well --

THE COURT: You told us thig afternoon you had

an election, you never did. You notify the stockholder,

you never told them anything. You never noticed a

meeting, you never had a meeting. You never took a
vote, there was never any counting of the votes. All
true?

THE WITNESS: That 18 Ltrue.
THE COURT: You never had 52 percent of the
issued stock, true?

THF, WITNESS: I was under the impression I

did, vyes.

THE COURT: You had 52 percent of the issued
stock?

THE WITNESS: Oh, excuse me, not issued, no.
No, sir.

THE COURT: You know the difference bebtween
uncirculated stock and issued stock?

THE WITNESS: Yes, sir.




10
11
12
13
14
i5
16
17

18

20
21
22
23

24

THE COURT: Did you ever have 52 percent of
the issued stock?

THE WITNESS: No, sir, I did not.

THE COURT: And somebody told you because you
had 52 percent of the unissued stock --

THE WITNESS: Uh-hum, yes, sgir,

THE COURT: -- you could file a piece of
paper with the Secretary of State, tell them there was a
meeting, the stockholders voted and 52 percent of them
voted for this?

THE WITNESS: Yes, sir, because I thought I
was the 52 percent and, therefore, I voted and says
we're gonna change the name.

THE COURT: Boy, oh, boy.
BY MR. OTTO:

) Mr. McBride, where do you get the 52 percent
from 40,000 shares issued you, uncirculated, unissued,

unauthorized, call it what you like?

A That was the figure I was given.

Q You were given that figure?

A Yeg, sir.

Q By who?

A Ms. Dion.

Q Do you recognize Mg, Dicn's signature on
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Exhibit 27?

THE COURT: Here we go.

THE COURT: Did you do anything for this
corporation other than whatever it was Ms. Dion told
your

BY MR. OTTO:

Q Is that Ms. Dion's signature at the bottom
there?

A Yes.

Q Thank you.

. PHE COURT: Mr. McBride? Did you -just do
whatever Ms. Dion told you to do --.

THE WITNESS: ©No, sir.

. THE COURT: -- is that it? What independent
judgment did you actually exercisé on behalf of this
corporation?

THE WITNESS: Whatever the options were given
to me, I made up my mind whether we were going to go
ahead with it or not.

THE COURT: Who gave you options?

THE WITNESS: The -- with the --

THE COURT: I don't care if you took any
responsibility or if you're not. If you didn't, say so0.

If you did, then I want to know exactly what
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Thig Court was glven an application signed by
you requesting that the Court appoint you to assume the
duties of custodian of thisg corporation.

THE WITNESS: Yeg, sir.

THE COURT: Now, other than be a conduit for
whatever Ms, what's her name wants you to do, what adid
you do after I appointed you?

THE WITNESS: I went out and hired myself some
experts that I thought was going to keep me informed.

THE COURT: And that is who?

THE WITNESS: The Corporate Group. Ms. Dion's
corporate group.

THE COURT: Go ahead.

BY MR. OTTO:

Q Did you hire Ms. Dion's corporate group
before or after you bought your shares in Drake Holding
or say you bought your shares in Drake Holdihg?

A Before.

Q You hired her before you bought your shares
in Drake Holding?

A Yes, sir.

o} And you bought your shares in Drake Holding

at the behest of Peter Berney?
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A Who?

Q Peter Berney.

A Yeah. I mean, what did you say prior to --

Q At the behest, you bought these shares at the

recommendation of Peter Berney?
A Yes.
Q and I showed you Exhibit 9 and do you

recognize that signature as Ms. Corene Dion?

A Yeg.
0 I'm going to show you a document and see if
you recognize it. It's a Certificate of Amendment for a

corporation also before Department &, Axion Spatial,  of
which - a custodian was named. And do you recognize. the
signature at the bottom of that Certificate of .
Amendment?

A Yes, sir.

Q And would you read what percentage of .the

corporation authorized an amendment to the corporate

charter, name change? It's 52 percent, isn't ie?

A Yep.

Q 52 percent?

A Yes, sir.

0 For Axion changing the name to Fostexr

Grayson. That's also here and you recognize Ms. Dion's
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signature?
A
Q
amendment,
Department

the bottom

Yes, sir.
Also looking at another Certificate of
T pbelieve this case might be before

6 as well. Do you recognize the signature at

of that document, sir?

A Yes, sir.
0 And whose signature is 1it?
A Ms. Dion's.
0 and again, a name change, correct?
A Yes, 52 percent.
L0 82 percent there as well. And that is
Skygiver -- Skygivers. »Aand 1'm ghowing you another name

change, Certificate of amendment to a name change for

Tenkom Group, Inc., changing the nawme to VMT Scientific.

and would you look and see whose signature is there?

A
Q
A
Q
that?

A

Q

Eugene's.
Bugene Koppenhaven?
But I do not know his signature by sight.

What percentage of the stockholders authorize

52,

2 percent. Showing you again a document

signed by Peter Berney, a Certificate of Amendment on a
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company called Titan Motorcycles, changing the name to
Feris International, and what percentage of the
stockholders authorize that name change?

A 52 percent,

Q And the final one, at least in this group,
again signed by Mr. Peter Berney issuing a reverse stock
split of 400 to 1 for a corporation called Feris
International, and would you please tell the Court what
percentage of the shareholders reputedly authorize that
stock split?

A 52 percent.

MR. OTTO: 52 percent., T would move to have

these documents admitted into evidence.

THE COURT: Any objection?

MR. BARTLETT: No.

THE (OURT: They are admitted.

(Certificate of Amendments was admitted as
Exhibit 10, 11 & 12.)

THE COURT: This is one document. And
Mr. Otto, how many of those were custodian proceedings

I
in Department 67

MR. OTTO: A least two, your Honor. There may
be more. I can't quite tell.

THE COURT: All right.
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MR. OTTO: We do have a list, I believe,
somewhere of all the Department 6 cases. Having a hard
time putting my hands on it.

THE COURT: If you'll supply that to the
clerk, Ms. Clerk, I1'd like those files delivered to the
bench. Go ahead.

MR. OTTO: I would also like to admit into
evidence, and I'll let counsel see it, a list of 40
companies before the courts of Nevada, all custodian
applications made by Koppenhaven, Peter Berney, R.K.
McRride, one is care of Wall Street, one is Sidney
Rudnich, but the rest have just those names. There's 40
of them before the.CQurts of this state, and the case
numbers -- tﬁe names are listed, the case numbers are
not. And I would ask that that be admitted on
stipulation?

THE COURT: Any objection?

MR. BARTLETT: No objectilon.

THE COURT: Tt ig admitted.

BY MR. OTTO:

0 Mr. McBride, I'm almost done; I don't know if
the Court is. Do all the -- do all -- does Ms. Dion's
group, as you call it, operate out of 350 Kachina Circle

in Las Vegas?




19
11
i2
14
15
ie
17
i8
19
290
21
22
23

24

A Yesg, sir, they do.
o] Does Mr. Berney operate out of Kachina Circle

in Las Vegas?

A Yes, s8ir, he doesg.
Q Thank you very much. Hold on one second,
please.

Is that where Peter Berney lives?
A Yes, sir.
MR. OTTO: I have no further questions at this
time.
THE COURT: Thank you. Mr. Bartlett.
MR. BARTLETT: Thanks.
CROSS -EXAMINATION
BY MR. BARTLETT:

Q Mr. McBride, you did sign the application to
become appointed as custodian of Drake Holding Company
in this particular case; is that correct?

A Yes, sir.

Q Okay. And attached to that application is

your affidavit; is that correct?

A Yes, s&ir.
o And in that affidavit you indicate you're
making under perjury -- strike that.

You made your affidavit under penalty of
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perjury; is that correce?

A Yes, sir.

Q And is there anything in that affidavit
before I show it to you that you can think of, and
perhaps I should show it to you first, that is not true
and accurate to the best of your knowledge?

MR. OTTO: I'd like to ~-- may I take a look at
it first?

THE COURT: You may. Pardon me?

MR. OTTO: I haven't sgeen it,

MR. BARTLETT: You haven't seen it attached to
your metion?

MR. OTTO: Maybhe I.have seen it,.

MR. BARTLETT: It's the same affidavit in vyour
motion.

MR. OTTQ: Okay.

BY MR. BARTLETT:

Q Hand you the exhibitg while you're at it.
.\ No, I can see nothing in error there.
Q Okay. 1Is there anything in your affidavit

that describes your realm of gualifications to be a
custodian?
A MNo.

0] Take a look at -- let's see. In your
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affidavit you indicate that as it is your understanding
of May 1st, 2003, Drake Holding Corporation was in a
revoke status with Nevada Secretary of State, right?

A Yes, 8ir.

Q Okay. And there is an exhibit to your

affidavit that supports that statement, is there not?

A Yeg, gir.

Q And what is that exhibit, do you know?

A Exhibit B?

Q Yeah.

A It's from Nevada State Secretary's Office.
It's Drake Holdings revoke -- revoked-on 5-1 of 2003.

LS Okay. And that BExhibit ‘B is a print-out of a
web --" a page on Nevada Secrétary of State's web site,

correct?

A That's coxrect, yes, sir.

Q Now, were you involved in notifying the
officers and directors of Drake Holding Corporation as
reflected on Exhibit B?

.\ Yes.

Q Okay. And letters were sent to those
individuals, correct?

A Yes, sir.

Q At the address reflected on the records of
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the Secretary of State?
A Santa Monica, yes, sir.

And what happened to those letters?

A They were returned, undeliverable.

] Were they stamped regular mail or certified?
A Certified.

o Now, when you were approached to be a

custodian of this company, you were approached by whom?

A To be custodian?
0 Yes.
A I don't think I was approached by anyone.
T --
Q How did you find out about it?
A Through a --
0 How did you find out?
A That it was available.
Q Someone wanted you to be custodian of Drake

Holding Company?

A I approached the group to find a corporation
that I could be a custodian of.

Q Okay. And how did you come to approach the
group? I take it you're referring to Ms. Dion's --

A Yes.

o -~ entity, right?
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A Yes. Well, Peter's.

0 Peter Berney turned you on to this
opportunity, right?

A Yes.

Q Okay. and so tell me what the plan wasg as
between you and North American Trading Company, which is
Ms. Dion's group. What were they supposed to do and
what were you supposed to do?

A They were supposed to do the leg work and the
legal work to obtain the end result which was a
corporation that we could work with and get a merger oOr
something going on.

0 - Okay. So when you approached North American,
Ms. Dion's group, you didn't know anything about Drake
Holding Company, right?

A No, sir.

0 Okay. And to your knowledge, what was the
buginess purpose of Northern American, vis-a-vis, what
did they do?

A They had contacts in the industry that would
show up the corporations that had been -- oh, the word
__ defunct. And in turn, they would do the leg work,
legal work, as you would in -- have an office if you had

an office set up to do such things. Then also provide
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the money to do it.

0 Okay. So North American would Ery to
identify defunct publicly-traded corporations?

. Yes, sir.

Q Okay. And what would they do with those
defunct public corporations that they became aware of,
what was their purpose?

A Well, the first thing is they do an indepth
investigation to find out whether they have assets,
liabilities, et cetera, et cetera, whether it has been
in business, whether it's been traded, what it was

traded for, what it wasn't, how long it's been in

flaction, out of action, and then become a.custodian and

clean it up and find mergers for it.

0 Okay. What would the shareholders of the
defunct corporation get out of this business practice?

A They would get their stock worth something.
I mean, it would -- it would make stock that was worth
nothing to something.

Q Okay. Was there ever any intent in your
experience with North American, was there any intent to
take any actions to the detriment of existing
shareholders of these companies?

A No, sir.
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Q Was there ever any intent that North American
would simply sell the companies, pocket all the maney
and leave the shareholders with nothing?

A No, sir.

6] Okay. Was there a -- as part of the business
plan, did that include contacting the shareholders of
the defunct corporation at some point?

A Yes, sir.

Q Okay.

THE COURT: At what point?
MR. BARTLETT: That was my next .question.
THE COURT: Okay. AEb what point?

THE WITNESS: When we had some positive

results for them to look at. When we found a company
that wanted to merge or buy it and we'd have a price and
we'd have all of our little ducks in a row to show the
stockholders what we could do for them.

THE COURT: You heard My. Dilillo's testimony
this morning.

THE WITNESS: Yes, sir.

THE COURT: And you understand now the
background of this company that he and his partner and
others developed?

THE WITNESS: Yes, sir.
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THE COURT: Did you know any of that before

this morning?

THE WITNESS: No, sir. Never even knew

he was doing.

what

THE COURT: Did you hear his testimony that,

apparently, it was an oversight that the annual filings

were not made by corporation trusts, that was the
employed by the company to do the annual filings?
THE WITNESS: Yes, sir.
THE COURT: Did you have any reason to
disbelieve that?

THE WITNESS: ©No, sir.

agent

THE COURT: Did you hear his testimony that

Mr. ‘Dilillo and his partner, and other shareholders of

that company before you were appointed custodian,

business plan very similar to yours, namely, find

had a

another private company they could merge with and pursue

business development?

THE WITNESS: VYes, sir. I totally concur.

THE COURT: Do you have any reason to --

THE WITNESS: No, sir.

THE COURT: Is there any reason to continue to

serve as custodian of this company?

THE WITNESS: No,
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THE COURT: The order of appointment is
withdrawn. You may proceed.

MR. OTTO: The appointment is withdrawn, your
Honor?

THE COURT: it is.

MR, BARTLETT: Well then, your Honor, there's
no purposSe in proceeding,

THE COURT: Let me just ask you do you know
who David Shield is?

THE WITNESS: Yesg, sir.

THE COURT: Who's that?

THE WITNESS: He's a compliance officer for
the Dion group.

'THE COURT: Who's the compliance officer?

THE WITNESS: David.

THE COURT: No. What does compliance officer
mean?

THE WITNESS: He --

MR. BARTLETT: Your Honor, he's here today.
You c¢an put him on the stand if you'd like to ask him.

THE COURT: I'd just like to know if
Mr. McBride knows something about him. Do you know what
he does?

MR. BARTLETT: Okay.
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THE WITNESS: He's like a law clerk --

THE CQURT: Okay.

THE WITNESS: -~ in the stock -- industry
like --

THE COURT: It is the order of the Court as
follows. And let me preface this siwply by saying --
oh, by the way, does somebody have my copy of the
statutes?

MR. OTTO: They're right here, your Honor.
I'll get them.

THE COURT: It was just a little long,

Mr. McBride.

MR. OTTO: Your Honor, I have a proposed order
if the Court would like to read from it, 2And I'll give
Mr. RBartlett a copy as well.

THE COURT: I really don't think there's any
point in belaboring the hearing. And I will execute the
order counsel has presented. But I do want to make a
few brief comments. And Mr, McBride, I want you Lo
think about them very seriously.

The purpose of the custodian scheme in a
Chapter 78 under Nevada Revised Statutes is to be just
that, custodian, trustee, guardian, someone entrusted

with the assets of a corporation because no one else is,
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in effect, taking care of business.

THE WITNESS: Yes, sir.

THE COURT: So someone else does that job. It
igs a method the law has through the instrument ©f an
officer of the court, the custodian, to conserve and
distribute asgsete of a corporation. It is to take
custody of a corporation, not to steal it.

Now, what the Court has learned in undisputed
testimony is that Mr. McBride seems to be a nice person,
has absolutely no experience of any kind directly or
indirectly, or by any manner or means in the management

and direction of corporations and the development of

|lcorporation assets, in the creation of businéss plans,

Jin the understanding of the securities system of our

country or the publicly-traded stock marketplace. To
put it mildly, he was simply an instrument, not of the
court, in managing this company after the dereliction of
its officers, but an instrument of Mr. Berney and
M. Dion in furthering their scheme of identifying
dormant corporations and seizing on that to the vehicle
after a custodian appointment to take control and
profit.

Thigs case is remarkable for the fact, first of

all, that the applicant for custodian relief under the
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statute has nc prior experience on the subject, has no
real interest in the subject except to do something that
might yield some income given the fact he doesn't have
any personal retirement. It's remarkable for the fact
that there was no further effort of any kind after the
appointment of the custodian for the custodian to
identify and contact the other shareholders which I
find, based on the affidavits that have been submitted
and the testimony of Mr. Dilillo, it could have been
done by picking up the telephone. I'm shocked that an
amendment to the articles which have been submitted to
the Secretary of State of our state purport that there
was an election and a result of the election and a 52
percent vote when there was absolutely no election of
any kind anywhere by anyone, no delivery of any
information about a business plan to any exXisting
stockholders, and the two gentlemen in California who
own the majority of stock in this company that they had
created and operated for many, many years literally woke
up one day to find that it was stolen, and worst of all,
through the device of a custodianship which the law
creates to protect companies. I think this conduct is

shocking.

It is the order of the Court as follows: The
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order that has been prepared setting aside the
appointment will be executed in open court and filed.

In addition, the Court awards to respondents the amount
of their actual fees and costs incurred in this case, as
against the applicant.

The Court directs that a transcript of this
proceeding be prepared by the court reporter, and sent
to Ms. Prances Arenas at the Office of Nevada Secretary
of State, and to assist the United States Attorney
Katherine -- Kathleen Bliss of the Organized Crime
Strike Force of the United States Department of Justice
for the District of Nevada.

Court ig in recess.

(Proceedings concluded.)

---000---
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STATE OF NEVADA )
COUNTY OF WASHCE)

I, JULIE ANN KERNAN, official reporter of
the Second Judicial District Court of the State of
Nevada, in and for the County of Washoe, do hereby
certify:

That as such reporter I was present in
Department No. 6 of the above court on Wednesday,

August 31st, 2005, at the hour of 11:00 a.m. of said
day, and I then and there took verbatim stenotype notes
of the proceedings had and testimony given therein upon
the Order to Show Cause of the case of In The Matter of:
Drake Holding Corporation Plaintiff, Case No.. .
Cvos5-00899.

. That -the foregoing transcript, consisting of
pages numbered 1 through 112, both inclusive, is a full,
true and correct transcript of wmy said stenotype notes,
so taken as aforegaid, and is a full, true and correct
statement of the proceedings had and testimony given
upon the Order to show Cause of the above-entitled
action to the best of my knowledge, skill and ability,

DATED: At Reno, Nevada, this 19th day of September,

JU%}/‘E ANN KERNAN, CCR #427




