
 

 

 

 

 

 

 

 

 

 

 

EXHIBIT A 
IN SUPPORT OF                                                                                                

PLAINTIFF’S MEMORANDUM IN SUPPORT OF ITS EMERGENCY MOTION FOR A 
TEMPORARY RESTRAINING ORDER TO PREVENT VIOLATIONS OF THE FEDERAL 

SECURITIESD LAWS, TO APPOINT A RECEIVER, AND PROVIDE FOR OTHER 
ANCILLARY RELIEF 
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UNITED STATES DISTRICT COURT

NORTHERN DISTRICT OF ILLINOIS

EASTERN DIVISION

U.S. SECURITIES AND EXCHANGE )

COMMISSION, )

Plaintiff, )

v. )

NORTHRIDGE HOLDINGS, LTD., )

SOUTHRIDGE HOLDINGS, LTD., )

EASTRIDGE HOLDINGS, LTD., )

BROOKSTONE INVESTMENT GROUP, LTD.,)

GUARDIAN INVESTMENT GROUP, LTD., )

UNITY INVESTMENT GROUP, LTD., )

AMBERWOOD HOLDINGS L.P., and )

GLENN C. MUELLER. )

llefendants. )

Civil Action No.

19-CV-

DECLARATION OF WILBURN SAYLOR, JR. IN SUPPORT OF PLAINTIFF'S

EMERGENCY MOTION FOR A TEMPORARY RESTRAINING ORDER

TO PREVENT VIOLATIONS OF THE FEDERAL SECURITIES LAWS,

TO APPOINT A RECEIVER, AND PROVIDE FOR OTHER ANCILLARY RELIEF

I, Wilburn Saylor, Jr., declare under penalty of perjury, in accordance with 28 U.S.C. § 1746,

as follows:

1. This declaration is submitted in support of Plaintiff United States Securities and Exchange

Commission's ("SEC" or "Commission") Emergency Motion for a Temporary Restraining

Order to Prevent Violations of the Federal Securities Laws, to Appoint a Receiver, and

Provide for Other Ancillary Relief.

2. I am employed as a Senior Accountant in the Division of Enforcement by the SEC's Chicago

Regional Office, located at 175 West Jackson Boulevard, Suite 1450, Chicago, Illinois
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60604. I have been employed by the Commission since January 2009. Prior to my

employment with the SEC, I was employed for over 19 yeaxs as an auditor and accountant in

the private sector. I received a Bachelor of Science in Accounting from the University of

Illinois at Urbana-Champaign and a Masters of Business Administration from Northwestern

University. I am a registered Certified Public Accountant in good standing in the state of

Illinois.

3. My duties with the Commission include participating in fact-finding inquiries and

investigations to determine whether the federal securities laws have been, are presently, or

are about to be violated, and assisting in the Commission's litigation of securities laws

violations. As part of my job, I routinely obtain and analyze bank records, brokerage

records, and other financial records typically maintained at financial institutions. I also

review documents gathered in the course of an investigation, including, but not limited to,

internal company financial records, e-mail communications, agreements, marketing

materials, tax records, and documents regarding the structure of a company.

4. I have participated in the Commission's investigation captioned In re Northridge Holdings,

Ltd., C-08567 (the "Investigation") and as described below, participated in interviews and

reviewed documents. Based upon my participation in this Investigation, I am aware that

Defendant Glenn C. Mueller ("Mueller") is the President of Defendant Northridge Holdings,

Ltd. ("Northridge"). Defendants Mueller and Northridge manage real estate investments of

investors and real estate, namely, multi-unit residential buildings. In particular,

a) Mueller created Northridge, Amberwood Holdings L.P. ("Amberwood"),

Brookstone Investment Group, Ltd. ("Brookstone"), Eastridge Holdings, Ltd.

("Eastridge"), Guaxdian Investment Group, Ltd. ("Guardian"), Southridge

Holdings, Ltd. ("Southridge"), and Unity Investment Group, Ltd. ("Unity")

(collectively, the "Defendant Entities") which received investor funds through

the offer and sale of promissory notes from at least May 2014 to Apri12019.

Case: 1:19-cv-05957 Document #: 4-1 Filed: 09/05/19 Page 3 of 134 PageID #:103



b) Mueller created real estate limited partnerships, corporations, and trusts

("Real Estate Entities") to hold the respective real estate properties or real

estate funds. Northridge is the general partner of and has a small ownership

interest (around 1 %) in each Real Estate Entity. The Real Estate Entities

include, but are not limited to, Timber Lake Apartments LLC ("Timber Lake

Apartments"), Arbor Limited Partnership, Kings Circle Limited Partnership,

Hawthorne Limited Partnership, 561 Deere Park Circle Limited Partnership,

610 Lincoln Limited Partnership, 610 Lincoln Trust #13741, 106 Surrey

Limited Partnership, 106 Surrey Trust #14029, 5097 Elston Limited

Partnership, 5528 Hyde Park Limited Partnership, 149 Mason Limited

Partnership, 149 Mason Trust #12655, 139 Austin Limited Partnership, Azlan

Group, LLC, and Cornerstone II Limited Partnership.

5. In connection with the Investigation, I have reviewed:

a) bank records of Defendant Mueller, his spouse, and the Defendant Entities, which

records included, but were not limited to: account opening documents, bank signatory

forms, canceled checks, monthly statements, deposits, debit and credit memoranda,

and wire transfers;

b) bank records of the Real Estate Entities, which records, included, but were not limited

to, account opening documents, bank signatory forms, canceled checks, monthly

statements, deposits, debit and credit memoranda, and wire transfers;

c) bank records of affiliate entities of Mueller and Northridge, including Ridgeview

Group I L.P. ("Ridgeview"), Paragon Group L.P. ("Paragon") and Mueller Painting &

Decorating L.P. ("Mueller Painting"), which records included, but were not limited

to: account opening documents, bank signatory forms, canceled checks, monthly

statements, deposits, debit and credit memoranda, and wire transfers;

d) brokerage records of Northridge, Ridgeview and Paragon, which records included,

but were not limited to, account opening documents, monthly statements, and wire

transfers;

e) documents produced to the Commission by Northridge and its affiliate entities,

including, but not limited to, offering and marketing materials, e-mail

communications, investor information, agreements (including promissory notes),

investment summaries, Quickbooks records, and Mueller's calculations of real estate

equity and debt; and

~ other documents obtained by the SEC staff in the course of the Investigation,

including Northridge's website, newsletters, brochures, tax records and schedules, as

well as information and materials provided by investors, among other things.

6. As set forth below, based upon the materials listed in paragraph 5 above and my participation

in the Investigation, I observed, among other things:
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a) In the last five years, Mueller and the Defendant Entities sold promissory notes

totaling at least $41.6 million in unregistered transactions to over 300 investors across

32 states. Many of the investors were unaccredited and funded the investments from

IRA accounts.

b) Mueller and Northridge represented to investors that their funds would be used to

purchase and improve underperforming real estate properties, leading to profits

sufficient to make interest payments derived from higher occupancies and rents,

and/or the re-sale of properties.

c) However, based on my review and analysis of the material described in paragraph 5,

it appears that Northridge's real estate business has not been profitable for at least the

past five years. Since at least 2014, Northridge has been operating with negative cash

flow — it does not generate enough revenues from the properties to cover its business

expenses and pay promised interest to investors. Northridge also does not appear to

have sufficient revenues to repay the principal of promissory note investors, which

amounts to nearly $41.4 million in maturing notes over the next 10 years with over

90% due in the next four years.

d) Mueller and Northridge used a significant amount of new investor funds to pay

principal and interest to earlier investors and to pay "finders," who referred investors

to Northridge. They also used investor funds for non-real estate purposes, including

to trade in securities and to provide loans to members of Mueller's family.

e) Given the negative cash flows, without an influx of new investor funds, it does not

appear that Northridge has the liquidity to continue to make interest payments,

redeem notes as they mature, or make any capital improvements to the properties.

~ Finally, even if Northridge were to liquidate all of its assets, it appears that these

assets are insufficient to cover its liabilities. According to Northridge's records, a

liquidation of assets would result in a loss of at least $13 million to

investors. Furthermore, in this liquidation scenario Northridge would not have the

ability to pay investors who invested in an equity interest in the Real Estate Entities

any of the purported unrealized gains depicted in their account statements.

Corporate Structure

7. I have reviewed documents showing that: (a) Northridge is a North Dakota corporation that was

incorporated in 1987; (b) the remaining Defendant Entities are Illinois corporations, except for

Amberwood which is an Illinois limited partnership; and (c) Northridge's principal place of

business is Addison, Illinois.

D
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8. Based upon my review of materials described in paragraph 5, Mueller created each of the

Defendant Entities and used them for the following purposes:

a) Each of the Defendant Entities issued promissory notes to investors. Exhibit 1 is a

schedule I created based upon a spreadsheet of investors produced by Northridge,

showing the promissory note amounts raised by the Defendant Entities between May

2014 and Apri12019.

b) Unity, Brookstone and Guardian were purportedly designated to receive IRA funds

from investors. Northridge and Southridge were purportedly designated to receive

investments in cash from Illinois investors. Eastridge was purportedly designated to

receive investments in cash from investors outside of Illinois.

c) Amberwood served as the Mueller family partnership and was entitled to receive a

40% interest in the profits and losses of each of the Real Estate Entities, without any

Mueller family member contributing funds. Mueller, his brother, and mother are

limited partners of Amberwood. Northridge is the general partner of Amberwood.

9. A copy of an organization chart produced by Northridge, in response to a SEC subpoena, is

attached as Exhibit 2.1 Reflected in Exhibit 2, among other entities, are Paragon and

Ridgeview, through which Mueller traded stocks and options.

10. Also reflected in Exhibit 2 is Wellness Center USA, Inc. (equity interest) ("Wellness

Center"). Based on my review of materials described in paragraph 5, Mueller invested in

Wellness Center and at least one other penny stock using funds from Northridge and

Amberwood.

11. Based upon my review of materials described in paragraph 5, Mueller created bank accounts

for each of the respective Defendant Entities, the Real Estate Entities, and Paragon and

Ridgeview. Mueller and Northridge's controller were the authorized signors for these bank

accounts.

' The organizational chart is missing information about defendants Southridge and Brookstone. Furthermore, based

upon my review of the materials described in paragraph 5, The Samaritan Film LP is a limited partnership that funds

a film project.

5
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12. Based on my participation in the Investigation and review of the documents described above in

paragraph 5, Mueller controls the Defendant Entities, including controlling the entities'

operations, their bank accounts, and the representations made to investors. Furthermore, as sole

owner and President, Mueller manages all aspects of Northridge's business activities,

including the purchase, development and financing of real estate projects.

The Unregistered Offering and Sale of Promissory Notes

13. Based upon my review of materials described in paragraph 5, since at least 2014, Mueller

and Northridge offered and sold promissory notes to investors. They offered "real estate

promissory notes" to investors who wanted the opportunity to invest in a Real Estate Entity.

Real estate promissory note investors received notes paying annual interest of 3%until a

Real Estate Entity interest became available, at which point the investor's funds were

invested in a Real Estate Entity.

14. At the same time, based upon my review of materials described in paragraph 5, Defendants

offered and sold promissory notes that Mueller and Northridge described as "CDs" or "CD

Loan Promissory Notes." I am aware that "CD" is a term used by a bank to refer to an

investment known as a "Certificate of Deposit," in which an investor invests a certain

amount of money for a fixed period of time with a bank (whose funds are federally insured),

and earns a specific interest rate on that investment. The CD Loan Promissory Notes offered

and sold by Mueller and Northridge had terms ranging from one to eight years and annual

interest rates ranging from 3% to 6%, depending upon the length of the note. For certain

investors who invested large amounts of money, Mueller agreed to longer termed-notes that

received annual interest rates as high as 12%.
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15. The real estate promissory notes and CD Loan Promissory Notes are collectively herein

referred to as "Notes." Exhibit 3 reflects the interest rates for the Notes offered and sold by

the Defendants and is part of the Northridge brochure that was provided to potential

investors, based upon my review of the materials described in paragraph 5.

16. Attached as Exhibit 4 is a spreadsheet Northridge produced in response to a SEC subpoena,

and which reflects investors of the Notes who have invested since January 1, 2012.2 Exhibit

4 does not include Notes that were executed but closed between 2012 to the present.

According to Exhibit 4, as of March 31, 2019, Northridge owed about $41.4 million in

principal payments to investors.3 I calculated that since May 2014, Defendants raised at least

$41.6 million through at least 500 different Notes to 319 investors in 32 states. Of the $41.6

million, approximately $23 million was raised from new investments, with the remainder

consisting of prior investments that were rolled over into new notes. Of the 319 investors,

approximately 230 were unaccredited investors. About half of these Notes were funded by

investors' IRA funds.

17. After performing a search of SEC systems, I found no record indicating that any of the

Defendants registered their securities or securities offerings and sales with the SEC prior to

the filing of this lawsuit.

18. In the course of the Investigation, I reviewed copies of CD Loan Promissory Notes, an example

of which is attached hereto as Exhibit 5. As reflected in Exhibit 5, unless otherwise stated, the

Notes were "automatically renewable," and were set to "renew at the maturity date with the

Z Exhibit 4 and subsequent exhibits attached hereto have been redacted by the SEC to remove personal identifying

information.
3 Based upon my review of the materials described in paragraph 5, Northridge also offered and sold approximately

$21.4 million of Real Estate LP interests. These investors share 60% of the profits or losses of the Real Estate Entities.

7
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same terms and conditions for a period of time equal to the original promissory note," unless the

investor provided 10 days written notice not to renew the Note.

19. Based upon my review of materials described in paragraph 5, Northridge provided account

summaries to investors via an investor portal on its website reflecting, among other things,

interest earned on Notes and unrealized gains to Real Estate Entity investors, which depicted

steady increases in the values of properties based upon Mueller's personal valuations of the

properties. Investors could choose whether they wanted to receive periodic interest payments or

receive principal and accrued interest at the expiration of the Note's term.

20. Based upon my review of materials described in paragraph 5, I learned that most investors have:

(a) elected to receive interest payments at the expiration of a Note's term rather than take

periodic interest payments; and (b) rolled-over their principal and compounded interest into new

Notes when their original Notes matured instead of receiving payment. Defendants made

periodic distributions of interest and principal as needed.

21. My review of the Notes indicates that the parties to the Notes were one of the Defendant Entities

and an investor/Noteholder. Mueller signed the Notes on behalf of each respective Defendant

Entity.

22. My review of the Notes indicates that each Note (with few exceptions) was unsecured and did

not reference any specific real estate property or other assets that would serve as collateral for

the Note.

23. Emails gathered in this Investigation show that Mueller represented to investors and "finders"

(individuals who were paid to find investors for Northridge) that the Notes were secured by

Northridge's assets in multiple properties, and that the collateral for the Notes was increasing

8
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every year because the value of the properties and Northridge's equity was increasing.

Examples of these emails are attached as Group Exhibit 6.

Marketing and Advertising of the Unregistered Securities

24. Based upon my review of the materials described in paragraph 5, Mueller and Northridge

promoted the Notes primarily through: (a) Northridge's website; (b) finders; (c) referrals

from friends, family, or other investors; and (d) through in-person meetings or conference

calls with Mueller and potential investors as discussed below.

25. Based upon my review of the materials described in paragraph 5, finders were provided a

Northridge brochure to show to potential investors. After a finder introduced a potential

investor to Mueller, Mueller typically met or had a conference call with the potential investor

to describe Northridge investments. A copy of the Northridge brochure that Mueller

provided to the SEC on March 7, 2019, is attached as Exhibit 7. Based upon my review of

the materials described in paragraph 5 and my participation in the Investigation, I am aware

that Northridge has been using a substantially similar brochure since at least 2014.

26. A list of finders produced by Northridge, in response to a SEC subpoena, is attached as

Exhibit 8.

27. Based upon my review of the materials described in paragraph 5, since January 2012,

Mueller employed approximately 20 finders in 10 different states to solicit investors and

since May 2014, has paid them finders' fees of nearly $1.8 million from the Amberwood

bank account. In addition, after Mueller's counsel informed the SEC that Mueller would not

offer or sell promissory notes to investors, I reviewed records which showed that Mueller

continued to renew consulting agreements with finders and paid finders a total of $20,000

from June 15, 2019 through August 6, 2019.

L•~
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28. Most of the finders were not registered as brokers or investment advisors with the Financial

Industry Regulatory Authority (FINRA), based upon a search of FINRA's database.

29. From at least January 2012 and continuing until in or around 2016 or 2017, Northridge

(through Amberwood) paid finders commissions that were based on the amount and

timeframe of investments obtained from successful referrals. The larger and longer the Note,

the more money the finder received. For example, according to Northridge's "Promissory

Note and Commission Rates" sheet, which is attached as Exhibit 9, a finder's commission on

a one-year CD Loan Promissory Note was 4%, whereas commission on an eight-year CD

Loan Promissory Note was 10%.

30. Based upon my review of the materials described in paragraph 5, in or around 2016 or 2017,

Northridge changed its commission-fee structure to a flat fee structure, and some finders

signed consulting agreements with Mueller and Northridge with agreed-upon flat fees for a

term of four months. Based on the consulting agreements I reviewed, a monthly fee ranged

from $800 to $20,000 and could be re-negotiated approximately every four months.

31. The Northridge brochure that Mueller provided to the SEC on March 7, 2019, contained the

following representations:

a) "[Mueller] has been personally investing in real estate in the Chicago area for over 49

years. Along with the [Northridge] team, [Mueller] has bought, sold and managed 76

properties without incurring any losses to the investors. We have been taking in

investors and forming limited partnerships for the purchase and sale of real estate

nearly 34 years." (emphasis added.)

b) "Our objective is to purchase undervalued or mismanaged, income producing

apartment buildings through leveraged financing; then increase their value by

improving their appearance, increasing income and reducing expenses."

(emphasis added.)

c) "We start by locating the right rental property, one whose value is posed for

significant increase. After making the purchase and forming a limited partnership of

investors, we either convert the complex to condominiums and sell off the units

individually or continue operation as a rental property, making key improvements to

10
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lower expenses and raise monthly income. When the property value reaches an

optimal level, we sell it for cash ...."

d) "With a track record of credible money management that spans three decades, our

investor retention rate speaks louder than anything we could say." (emphasis added.)

e) "Where other investment firms throw up roadblocks, Northridge finds solutions

from liquidity of funds to the custom structuring of investments." (emphasis

added.)

~ "One very important source of funds is in your IRA. We are able to use IRA

funds in real estate. This allows your investment to accumulate profits tax free or tax

deferred to you and your heirs." (emphasis added.)

32. I also reviewed a web capture of Northridge's website as it existed on February 15, 2019,

which included the following information:

a) The home page of the website stated, "Intelligent Investments. Shared Success,"

followed by: "For over 47 years, we've been connecting investors with strategic real

estate opportunities. Over that span, our track record has been remarkable, with

returns well above industry averages in a relatively low-risk venue." (emphasis

added.)

b) Northridge's website described its "Investment Method," as "At Northridge, we sit

down with each of our investors to personally discuss their financial needs and goals.

We then review the available options and help design a customized investment plan.

Our solutions-oriented approach provides maximum flexibility. Investments can

be funded by cash, of course, but also rolled over from an existing IRA. Our pay

schedule is flexible too, from a monthly income option to longer horizons."

(emphasis added.)

c) Northridge's website had a web page entitled "For Investors," which had links for

"Our Process," "Event Photo Gallery," "Newsletters," and "Investors Login." On the

"For Investors" page, the following representations were made:

i) "Every Investor is looking for a safe investment with the highest potential for

success. At Northridge Holdings, we've consistently delivered just such a mix

for over 47 years, despite market swings and economic downturns."

(emphasis added.)

ii) "Our disciplined purchase strategy selects only those properties uniquely

poised for profit potential. With trusted bank and broker relationships, we're

able to strike successfully when opportunities arise. The process then becomes

one ofcost-effective management and facility improvement, increasing property

value and maximizing monthly income." (emphasis added.)

11
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iii) "At Northridge, we're also known for the personal attention we give to our

investors' portfolios. The flexibility and sophisticated menu of options we offer

is truly unique in the industry. (emphasis added.)

d) The "Newsletters" page on Northridge's website posted newsletters dating back to

July 2010. The newsletters contained the following representations:

i) "Together we have accomplished our best year yet. Our income and values

have increased on every property." (Fa112018) (emphasis added.)

ii) "We are thankful for the hard work and creativity from our staff that has made

this another successful year. It has been successful in many ways. The

improvements result in saving money on utility costs, increased rents, increase

and upgraded amenities for the residents and overall appearance. All of these

factors increase the value of our properties." (Fa112017) (emphasis added.)

iii) "A lot of hard work from each manager and member of our staff has gone into

every hour of every day and night. As a result, we have had another good year.

They work from their hearts. Again, this year has been strong and each year

continues to be better than the year before. Our rents and property

evaluations have grown to the highest level that we have ever had, while

maintaining a very high occupancy level." (Fall 2016) (emphasis added.)

iv) "The multi-family real estate market is very strong. Here are a few statistics ....

Our properties are reflecting the validity of these statistics. As investors, you

currently own 991 units benefiting from these facts. Every location is

performing very well." (Fall 2015) (emphasis added.)

v) "A financial advisor called me last week concerned about the ̀ declining real

estate market' and how long it may take to come back up. I shaxed what our

properties were doing and that we haven't had any decline even during the

worst economy since the ̀ Great Depression'. She apologized and said she

thought the single family home market was the same as the multi-family market.

In our area, single family homes declined about 1/3 in 2007-2008. It has been

coming back over the past 2-3 years but our properties increased in value."

(Fa112015) (emphasis added.)

vi) We are accepting funds for future real estate projects that bear interest until you

become a partner in a property that is purchased. We also have alternative CD

accounts paying 3-6% interest depending on the term. This is approximately 5

to 6 times the amount banks are currently paying in interest on CDs. This is

available for cash, traditional and Roth IRAs. (November 2011) (emphasis

added.)

vii) "The funds you have with us are being put to good use. These funds are

necessary to purchase, maintain, and improve the properties. Your funds help

maintain stability and allow improvements to be made that will help the

12
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refinancing of the properties. That is one of our primary goals and focus right

now, as the interest rates are at the lowest level since the 1950's. At the same

time, your money is earning about triple what banks are paying." (July 2010)

(emphasis added.)

33. I have reviewed statements in Northridge newsletters and brochures advertising church-

related activities, including an on-site resource center at Timber Lake sponsored by Puento

del Pueblo, a Spanish ministry affiliated with Wheaton Bible Church and Northridge's

association with a soccer ministry and Willow Creek Church. For example, the Fa112016

Northridge newsletter states:

a) "Puente del Pueblo from Wheaton Bible Church continue to work with

families and hundreds of children with educational tutoring, baseball, other

sports programs, art, counseling, organizing transportation for child care and

jobs, driver training to obtain driver's licenses and monetary assistance for

temporary help for rent, food, and utilities."

b) "... are in charge of the Chicago Eagles with several other couples. This is a

soccer ministry with about 250 children playing soccer and a bible study 3

times a week. They live on site and as a result work with the children in their

daily lives."

c) "Willow Creek church has also provided food and clothing for immigrants in

need that have come to this country through World Relief."

d) "Your investment in Northridge Holdings is growing financially and I

believe that God rewards those who help others in need. You are

benefiting from both areas." (emphasis added.)

e) "Thank you for working together with us to make this a good

investment." (emphasis added.)

34. In addition, the Northridge brochure and website state: "Helping improve the lives of those

we work with and serve is our driving motivation. It's the Northridge Way." (emphasis

added.)

35. The Northridge brochure also includes a page entitled, "What We Work For: Investing in

People and Communities," which states:

13
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a) "Our Timber Lake property helps kids and parents everyday at our on-site

resource center."

b) "We invest in people."

c) "What continues to give us great satisfaction is the way so many of our

investors have carried on this commitment, reinvesting in the lives of others —

from supporting orphanages in Romania to funding Christian schools and

youth camps in the U.S."

d) "We know that investing in their success pays dividends far beyond what an

accountant could measure."

36. During a March 7, 2019 meeting with the SEC, Mueller told the SEC that Northridge's

investors have never lost money and that no investors have ever complained.4 Similarly,

Mueller represented in a June 12, 2017, letter to an investor that he has personally invested in

real estate for over 45 years and over that length of time, he has organized limited

partnerships that have "purchased, sold or currently manage 74 properties without a single

loss to the investors." (emphasis added.) A copy of the June 12, 2017, letter is attached as

Exhibit 11.

37. According to Northridge's brochure, as of February 2019, it operated 11 different properties

totaling 935 units. However, based upon my review of the materials described in paragraph

5, Northridge has not purchased a new building since 2012 (5097 Elston for $535,000) and

prior to that, not since 2007, meaning that Northridge has purchased only one building in the

last 12 years. Furthermore, the only buildings sold were 139 S. Austin and 149 N. Mason

(approximately 56 units total) in 2016, which appear to have resulted in a lawsuit against

4 I have reviewed an email exchange between Mueller and a finder named Gary Scheer dated May 23, 2018, which

is attached as Group Exhibit 10. In this email, Mr. Scheer states that the accountant for two investors claimed that

the numbers in a Northridge December 31, 2017 Year-End Investment Summary "don't add up," and "invoked the

Madoff name suggesting that the numbers could be made up." Thereafter, I reviewed a June 13, 2018, letter

(attached as Group Exhibit 10) from Mueller to these two investors reflecting how Northridge would close their

investments according to a payment schedule.
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Northridge. Attached as Exhibit 12 is a December 5, 2018, email from Mueller to one of

Northridge's largest investors describing the lawsuit and asking the investor for money to

help cover legal costs.s Therefore, based upon the records I reviewed, it does not appear that

Northridge is continually "flipping" multi-unit residential buildings, that is, purchasing

distressed buildings, rehabbing the units, and then selling the building at a profit.

Mueller's and Northridge's Representations Regarding Use of Investor Funds

38. As reflected in paragraph 32 (d)(vii) above, a Northridge newsletter, which was available on

Northridge's website as of February 15,.2019, stated: "The funds you have with us are being

put to good use. These funds are necessary to purchase, maintain, and improve the properties.

Your funds help maintain stability and allow improvements to be made that will help the

refinancing of the properties."

39. Furthermore, a June 12, 2017, letter from Mueller to an investor, which is referenced in

paragraph 36 above and attached as Exhibit 11, stated: "We also take in funds that are used

to upgrade the apartments. This allows for higher rents and increases the property value."

40. In a July 28, 2014 email to a finder (attached as Group Exhibit 6), in which he provided a

"written ... answer explaining our use and security for loans," Mueller similarly stated:

The equity and cash flow of our properties (approximately 1,000 units) back

up the promissory notes. Instead of tying each loan to an individual property,

they are secured by any and all of the properties and their cash flow, thus

giving more protection. We use loans from private parties and entities to

upgrade our apartments .... These upgrades allow us to increase the rents,

lower expenses and have better occupancy, which also increases the value of the

property. We are able to pay an interest rate higher than lenders could receive

from banks and it is still advantageous to the property owners. (emphasis added.)

5 Based upon my review of materials described in paragraph 5, the same investor wired $145,000 to the bank

account of Mueller Painting on June 11, 2019. The same investor also provided approximately $1.8 million in loans

to Mueller, according to an email dated June 23, 2015, which is attached as Exhibit 15.
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Financial Analysis

41. I have analyzed the bank and accounting records of the Defendant Entities for the period of

May 1, 2014 through May 31, 2019. Based on my analysis, I have determined that the

Defendant Entities received a total of about $33.5 million, including approximately $23.2

million from promissory note investors, $9.3 million from the Real Estate Entities, and $1.0

million from Mueller Painting and Azlan Group LLC.6 During this period, the Defendant

Entities disbursed a total of about $33.4 million, including approximately $18.8 million to

promissory note investors, $3.8 million to the Real Estate Entities, $1.8 million for finders,

$1.7 million for stock and options trading, $1.0 million directly to Mueller family members

(Mueller, his wife, and brother), and $6.3 million for various expenditures, including $2.1

million for insurance and $1.6 million for employees. Therefore, of the approximately $33.5

million received, 69%was from promissory notes investors and 28%was from the Real

Estate Entities, while of the approximately $33.4 million disbursed, 56%was used to pay

back investors and only 11 %was used for Northridge's real estate operations, with the

remainder being used for other purposes.

42. In reviewing the bank records, I also found that the Defendant Entities transferred almost

$30.2 million amongst each other between May 1, 2014 and May 31, 2019. As described

below, transfers to Defendant Entities (or other entities controlled by Mueller or his family

members) are reflected as "loans" on general ledgers of the Defendant Entities (and other

entities) that I reviewed.

6 Mueller Painting is discussed further in paragraph 57(b) below. Based upon my review of the materials described

in paragraph 5, Azlan Group LLC is an Illinois limited liability company relating to a model home and vacant lots

Mueller owns in Palm Springs.
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The Defendant Entities Have Negative Cash Flow

43. Based upon my review of the materials described in paragraph 5, since at least 2014, the

Defendant Entities have been operating at a negative cash flow. For example, in 2017, the

Real Estate Entities generated positive cash flows from rents of approximately $2.5 million,

but the Defendant Entities generated negative cash flows of about $4.3 million, including

principal and interest payments to investors, which resulted in a negative cash flow of

approximately $1.8 million in 2017.

44. Based upon my review of the materials described in paragraph 5, I have determined that the

Defendant Entities had revenues of about $724,394 and net losses of $2.9 million in 2017.

Revenues were earned primarily from management fees charged to the rental properties. The

Defendant Entities generated negative cash flows of approximately $4.3 million in 2017,

which I calculated by excluding about $2.6 million of interest expense and $2,133 of

depreciation expense from the net losses of $2.9 million, and including about $4.0 million of

principal and interest payments to investors of the notes. Based on my review, the Defendant

Entities have consistently operated at a net loss and generated negative cash flows since

2014.

45. The internal records of Defendant Entities, which were produced by Northridge in response

to a SEC subpoena, further demonstrate the negative cash flows of the Defendant Entities.

The following table shows that the Defendant Entities' had assets of about $35.2 million

comprised primarily of loans to Northridge, liabilities of $70.8 million consisting of Notes

from investors and intercompany loans, and a collective deficit of over $35.6 million as of

May 31, 2019.
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Entities Assets Liabilities Net e ui deficit

Northrid e $691,313.07 $7,122,933.90 $6,431,620.83

Southrid e $8,976,706.26 $10,937,633.42 $1,960,927.16

Eastridge $9,072,557.24 $11,576,322.71 $2,503,765.47

Brookstone $6,683,780.41 $10,209,844.69 $3,526,064.28

Guardian $3,350,435.18 $5,459,535.71 $2,109,100.53

Unit $10,919,932.54 $13,584,872.55 $2,664,940.01

Amberwood $4,543,323.33 $11,893,903.12 $16,437,226.45

Totals $35,151,401.37 $70,785,046.10 $35,633,644.73

46. The internal financial records of the Real Estate Entities also reflect a deficit of

approximately $16 million taking into account the original capital of investors. The below

table shows that the Real Estate Entities and related trusts reported, in total, assets of about

$57.5 million, liabilities of nearly $52.1 million, and net equity of almost $5.4 million.

Because the original capital of the investors in the Real Estate Entities was approximately

$21.4 million, this would indicate that since the formation of these entities, the Real Estate

Entities have net losses of approximately $16.0 million.

Real Estate Entity Assets Liabilities Net equity
deficit

106 Sucre L.P. $136,451.15 $137,400.00 ($948.85

106 Sucre Trust L.P. $5,609,676.82 $5,252,280.52 $357,396.30

139 Austin L.P. $310,016.25 $138,508.03 $171,508.22

149 Mason L.P. $274,987.14 $156,819.00) $118,168.14

149 Mason Trust L.P. $143,900.21 $944,739.46 ($800,839.25

561 Deere Park Circle L.P. $13,476,705.51 $11,477,310.78 $1,999,394.73

610 Lincoln L.P. $550,184.95 $661,782.52 $111,597.57

610 Lincoln Trust L.P. $6,764,763.34 $7,168,442.20 ($403,678.86

5097 Elston L.P. $694,445.59 $492,637.62 $201,807.97

5528 Hyde Park L.P. $1,073,435.74 $991,737.34 $81,698.40

Cornerstone L.P. $902,747.80 $263,618.27 $639,129.53

Timber Lake A artments LLC $28,070,785.97 $24,725,613.63 $3,345,172.34

Totals $57,458,126.19 $52,097,251.37 $5,360,874.82

Real Estate Entit investor ca ital $21,364,261.00

Cumulative deficit $16,003,386.18
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Northridge Has Insufficient Cash Flow to Pay its Debts

47. Because the Defendant Entities have consistently operated at a net loss and generated

negative cash flows since 2014, it appears that there is insufficient cash flow for the

Defendant Entities and Real Estate Entities to meet their debts (including interest and

principal payments of Notes).

48. Based nn the investor spreadsheet produced by Northridge (attached as Exhibit 4), I

determined the maturity rate of the Notes and calculated how much Northridge owed the

investors for the next 10 years (2019-2029):

Maturi Balance % of Total Balance

Pre-2019 $900,242.46 2.2%

2019 $3,142,274.19 7.6%

2020 $9,270,801.12 22.4%

2021 $10,843,622.95 26.2%

2022 $7,049,394.48 17.0%

2023 $7,072,620.74 17.1

2024 $1,393,546.88 3.4%

2025 $644,110.53 1.6%

2026 $814,675.40 2.0%

2027 $0.00 0.0%

2028 $0.00 0.0%

2029 $253,857.56 0.6%

$41,385,146.31 100.0%

The above-table shows that unless investors renew their notes or Northridge finds another

major cash source (such as the liquidation of property or additional outside capital), then

Northridge has insufficient cash flow to cover its current liabilities to investors.

Use of New Investor Funds to Pay Debts

49. Therefore, based upon my review of the materials described in paragraph 5, there does not

appear to be any other major cash source that the Defendant Entities used to satisfy their
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liabilities to investors other than funds raised from new investors through Notes. Absent new

investor funds, it does not appear that Northridge has the liquidity to continue to make

interest payments, redeem notes as they mature, or make capital improvements to the

properties.

50. Indeed, based upon my review of the investor spreadsheet attached as Exhibit 4, it appears

that Northridge received $650,000 from two new investors between March 11, 2019 and

April 18, 2019, which is after the SEC's Investigation began and after the SEC's March 7,

2019 meeting with Mueller. I reviewed a June 4, 2019, email from Northridge's counsel at

the time, who represented that these new promissory notes were used to pay for "a settlement

on a lawsuit involving two properties it sold in 2016, legal fees, finders fees, principal of

matured promissory notes and interest expenses affiliated with outstanding promissory

notes, and expenses related to the operation of the properties Northridge Holdings manages,

including heat, water, utilities, maintenance, capital improvement, mortgage

payments." (emphasis added.) A copy of the June 4, 2019, email is attached as Exhibit 13.

51. I am unaware of Defendants informing note investors that their interest or principal payments

were being funded by the proceeds of other notes.

Mueller Commingled Investor Funds

52. On July 3, 2019, I participated in an interview with Northridge's controller (the "Controller")

and her counsel. During this interview, the Controller explained that Mueller directed how

investor funds were used and transferred among the different entities controlled by Mueller.

The Controller stated that all investor funds were put into one teapot which filled multiple

teacups, and when a teacup was running low, Mueller directed that more tea from the teapot

be poured into a particular teacup. I understood the Controller's analogy to mean that
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Mueller commingled all investor funds and transferred the funds to any of the Defendant

Entities or Real Estate Entities when the balances on those accounts were running low.

53. On June 14, 2019, I participated in an interview with Northridge's outside accountant at that

time (the "Accountant") and his counsel. The Accountant prepared the taxes for the

Defendant Entities and Real Estate Entities since at least 2014. The Accountant stated that

the "Loans To/From" amounts that appear on the general ledgers of the Defendant Entities

and Real Estate Entities reflect the funds that Mueller transferred from one entity to another.

The Accountant stated that it is his understanding that Mueller estimated how much money

was needed for a particular month by a particular entity and borrowed those funds from one

of his companies. The Accountant also stated that there was ayear-end reconciliation to

determine the balance of the loans and what was owed to each company.

54. The Controller's analogy and the Accountant's description are consistent with my review of

the materials described in paragraph 5, showing that after investor funds were placed in the

bank account of a Defendant Entity, the funds were transferred to bank accounts of other

Defendant Entities, which were described as "loans" to or from a particular entity in general

ledgers maintained by the Defendant Entities and Real Estate Entities. As noted in paragraph

42, the Defendant Entities transferred approximately $30.2 million between their bank

accounts from May 1, 2014 through May 31, 2019. The Defendant Entities' balance sheets,

which I reviewed, reflect significant amounts of loans among each other. For example, as of

May 31, 2019, Northridge's balance sheet reported that it owed approximately $5.6 million

to Brookstone, $7.8 million to Eastridge, $1.2 million to Guardian, $4.8 million to

Southridge, and $8.8 million to Unity. Northridge's balance sheet also showed that

21

Case: 1:19-cv-05957 Document #: 4-1 Filed: 09/05/19 Page 22 of 134 PageID #:103



Northridge loaned money to Amberwood, with Amberwood owing about $12.2 million as of

May 31, 2019. The sources of these loans include, but are not limited to, investor funds.

55. Based upon my review of materials described in paragraph 5, investor funds were used to pay

other investors, payroll, and legal fees, among other liabilities. It also appears that Mueller

moved investor funds to bank accounts of certain Defendant Entities that had a low or

negative balance. For example, on March 11, 2019, Tim Smith invested $250,000 with

Unity. Unity's bank account had a balance of about $1,747 as of March 10, 2019, and

received $250,000 from Mr. Smith's and $50,000 from Northridge on March 11, 2019. Of

the $300,000, $200,000 (including $100,000 on March 20, 2019 and $100,000 on March 22,

2019) was transferred to Northridge (which had a balance of -$67,750.87) and the remainder

was used to pay Unity investors. From the Northridge account, the funds were used to pay

taxes, payroll and other expenses, transfer $117,000 to Eastridge (which had a balance of

$7,965), transfer $10,000 to Southridge (which had balance of $3,529), and transfer $15,000

to Amberwood (which had a balance of -$13,526). Eastridge and Southridge investors were

then paid with about $125,000 in proceeds from Tim Smith's investment with Unity and the

balances in those accounts.

56. Based upon my review of materials described in paragraph 5, the use of investor Jo Ann

McGarry's funds show that her funds were not used for capital improvements. Ms. McGarry

signed an unsecured promissory note with Southridge on August 27, 2018, in the amount of

$150,000. When these funds were deposited into Southridge's bank account on August 27,

2018, Southridge's balance was a -$7,323. On August 28, 2018, there was a $10,000 deposit

from another investor, raising the balance to $152,676. Southridge transferred $100,000 to

Northridge, and used the remaining amounts to pay investors. On August 27, 2018,
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Northridge's balance was $19,289. Northridge used the funds for payroll, utilities, insurance,

and legal fees (nearly $75,000), and to transfer money ($25,000) to Paragon to engage in

securities trading. On September 7, 2019, another $20,000 was transferred from Southridge

to Northridge.

Real Estate Entities Paid Mueller's Companies

57. Mueller owns and operates several companies that charged the Real Estate Entities for

various services, including:

a. Northridge charges the Real Estate Entities a management fee of 5% of all rental

revenue. Based upon my review of materials described in paragraph 5, since

2014, Northridge's management fees were approximately $500,000 annually.

Those fees were used to pay, among other things, Mueller's salary.

b. Mueller Painting purportedly serves as a general contractor for maintenance work

done on the properties. In describing Mueller Painting, the Accountant stated that

it had no employees other than Mueller, had no customers other than the

Northridge entities, hired subcontractors to perform all the work and charged a

15%mark-up to the real estate properties. Mueller Painting had revenues of

about $1.5 million in 2018;

c. Town Square Management I, Ltd. ("Town Square") is a property management

company for the Northridge real estate properties and employs Mueller's wife.

Recent bank records indicate that Town Square receives about $70,000 monthly,

which translates into over $800,000 annually.

Payments to Mueller and His Family Members

58. Based upon my review of the materials described in paragraph 5, from May 2014 through

May 2019, Mueller and his family members received approximately $2.2 million, including

$1.0 million directly from the Defendant Entities and $1.2 million from related companies.

59. Based on my review and analysis of bank records, I determined that from May 1, 2014

through May 31, 2019, Mueller personally received about $1.5 million in salary and other

payments, including approximately $435,000 from the Defendant Entities and $1.1 million

from Mueller Painting and 106 Surrey Trust.
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60. Mueller's wife received approximately $154,000, including $13,000 from the Defendant

Entities and $141,000 from Town Square and Mueller Painting.

61. Mueller's other family members received loans totaling approximately $647,000 from the

Defendant Entities, including Mueller's brother who received approximately $635,000 either

directly or through Willow Creek Ventures L.P., which I understand to be an emu farm that

Mueller's brother operates.

62. Based upon my review of the materials described in paragraph 5, from May 2014 through

May 2019, Amberwood (Mueller's family limited partnership) received a total of

approximately $4.6 million in loans from the other Defendant Entities. The source of these

loans included investor funds. As of May 31, 2019, Amberwood's internal financial records

showed that it owed about $14.8 million to the other six Defendant Entities. Amberwood's

May 31, 2019 financial statements also show that the Mueller family members owe about

$3.9 million to Amberwood, much of it outstanding since prior to 2014.

63. Based upon my review of materials described in paragraph 5, from May 2014 through May

2019, Amberwood had negative cash flow. It also appears that Amberwood has no

operations other than its 40% ownership in the Real Estate Entities and the payment of

finders. According to tax records, Amberwood reported losses of between -$779,000 and

-$900,000 for tax years 2015 through 2017.

Mueller Used Investor Funds to Trade Securities

64. From May 2014 through May 2019, the Defendant Entities, including Northridge,

Brookstone and Southridge, transferred about $1.5 million to bank accounts of Paragon and

Ridgeview. Based upon my review of bank and brokerage records for Paragon and

Bank records I reviewed reflect that Mueller's wife loaned $75,000 to Amberwood in 2016.
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Ridgeview, these funds were transferred to brokerage accounts in the name of Paragon and

Ridgeview at OptionsXpress, Charles Schwab & Co., Inc., and TD Ameritrade. Mueller is

the only individual authorized to trade in these accounts. The brokerage account records

show a significant number of stocks and options trades by Mueller that resulted in losses of

over 90%.

65. I am unaware of Defendants informing note investors that their funds would be used for

trading of securities by Mueller, or to loan funds to Mueller's family members.

March 19, 2019 lnvestor Call

66. During this Investigation, I listened to a recorded conference call dated March 19, 2019,

which was publicly available on Northridge's website. The call was described as an

"Investor Call." I listened to this Investor Call, wherein Mueller stated:

a) "We wish to emphasize that the SEC is not examining the merits of your investments.

Instead, we believe the focus will be on whether the company should have registered

offers and sales of securities with the SEC. As you know, we have not previously

registered any offering of securities to our investors, but as you also know, we've

always worked very hard to ensure that your confidence in us and our team, reflected

by your investments, was well placed."

b) "The securities regulators are not looking into how we purchase and manage our real

estate."

c) "We do not believe that the regulators will examine the fundamentals of our business

operations."

d) "Number one, the company intends to continue to pay interest on notes in accordance

with their terms, as the company always has, with no interruption because of these

inquiries. Number two, when notes mature, we plan to honor the terms of the notes in

the ordinary course as the company always has. Number three, equity investments

will remain in place as they always have."

e) "The revenue from Northridge Holdings for Fisca12018 was $10,330,892. This

compares to $10,070,266 for 2017."

fl "The total value of our properties are probably about $105 million. We have first

mortgages in the area of maybe 45 million and outside loans for —from lenders of

about somewhere around 40 million."
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g) "[Around 40 million] is based on loans that have come in to do upgrades and

operations on the properties."

h) "There is a ̀pending offer' on the Bartlett Lake Apartments."

67. At that time, the SEC was investigating Mueller, Northridge, and its affiliated entities for

fraud and registration violations. By March 1, 2019, the SEC communicated to Mueller's

counsel that the scope of the Investigation included both fraud and registration violations.

68. Based upon my knowledge of this Investigation, the March 19, 2019 investor call was

removed from Northridge's website at least as of June 19, 2019.

69. Furthermore, based on documents I reviewed, I am aware that the Bartlett Lake Apartments

(561 Deere Park, Bartlett, Illinois) ("Bartlett Apartments") sale fell through on or around

Apri124, 2019. I am unaware of Defendants informing investors of this fact. Mueller

currently has this property listed as for sale for $23 million.

Northridge's Real Estate Investment Summaries Prepared by Mueller

70. I have reviewed Northridge's Real Estate Investment Summaries for yeax-end 2014 through

2018, which are attached as Group Exhibit 14. Based upon my review of the materials

described in paragraph 5, it is my understanding that Mueller prepared Northridge's

Investment Summaries, which tracked certain financial information, including, but not

limited to, a property's gross income, expenses, net operating income, interest paid, total cash

flow, debt, equity, investor capital, cost, and bank escrows. The Investment Summaries also

list "Real Estate Value Estimate," which reflects Mueller's personal valuation of a property.

The year-end 2018 Northridge Real Estate Investment Summary has additional information;

namely, other loans, closing cost, and gross profit. Because Mueller invoked his Fifth

Amendment privilege against self-incrimination in response to the SEC's testimony
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subpoena, the SEC has been unable to gather from Mueller any further clarifying information

concerning the figures in Group Exhibit 14.

71. In comparing the Real Estate Value Estimates in Northridge's Investment Summaries in

Group Exhibit 14, the real estate values appear to consistently increase every year. There

were no instances in which Northridge's Real Estate Value Estimates decrease from prior

years.

72. Based upon my review of the materials described in paragraph 5, Northridge's Investment

Summaries (atta.ched as Group Exhibit 14) do not include the amount owed to investors of

promissory notes, which according to the investor spreadsheet produced by Northridge to the

SEC (Exhibit 4) is approximately $41.4 million as of March 31, 2019. Also, the expenses

and net operating income amounts on Northridge's Investment Summaries do not include

depreciation expense (which was about $2.3 million in 2018) or the interest due to investors

of the Notes (which was approximately $2.6 million in 2017).

73. Based upon my review of the materials described in paragraph 5, Mueller provided

Northridge's Investment Summaries to several investors when promoting the financial

success of Northridge, including the investors associated with Group Exhibit 10 and

investor Jo Ann McGarry.

Liquidation Analyses

74. The "Northridge Real Estate Investment Summary 12/31/2018" in Group Exhibit 14 reflects

an estimated liquidation value of the real estate properties reflected therein of about $100.4

million ($109 million less $8.6 million in closing costs) as of December 31, 2018. However,

the "Northridge Real Estate Investment Summary 12/31/2018" reflects $50.6 million in

mortgages and other loans, and $21.4 million in Real Estate Entity investor original capital,
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which when combined with approximately $41.4 million in outstanding investor promissory

notes, puts total liabilities over $113 million. Therefore, assuming that the liquidation value

of approximately $100.4 million is true, then this would result in a loss to investors of at least

$13 million. In addition, Northridge would not have the ability to pay the Real Estate Entity

investors any purported unrealized gains resulting from estimated market value appreciation,

as determined by Mueller and reported to them in their account statements.

75. In his June 14, 2019 interview, the Accountant explained that he conducted a liquidation

analysis in early June 2019 at the request of Mueller and as a result, that same month,

Mueller admitted to the Accountant that there was insufficient funds to pay all of the

Defendant Entities' liabilities and cover any unrealized gains purportedly earned by the Real

Estate Entity investors.

76. Based upon my review of the materials described in paragraph 5 and my participation in the

Investigation, the "Northridge Real Estate Investment Summary 12/31/2018" assumes that

Northridge can sell all of the real estate properties at one time or close in time such that funds

would be available to pay investors. Based upon my review of the materials described in

paragraph 5, it appears that Northridge has been trying to sell the Bartlett Apartments since

January 2019 and at least one sales contract fell through in Apri12019. Furthermore, as

discussed in paragraph 37 above, 139 Austin and 149 Mason were sold in 2016, but resulted

in a lawsuit where the buyer sued for damages, causing Northridge to incur legal costs as

described in Exhibit 12.

77. Based upon my review of the materials described in paragraph 5 and my participation in the

Investigation, the "Northridge Real Estate Investment Summary 12/31/2018" also assumes
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that the properties can be sold at a market price consistent with the values personally

determined by Mueller, whose values include a 20% increase since 2017.

Mueller's Efforts to "Clean" the Financial Records of Northridge

78. During his interview, the Accountant stated that in early June 2019, in describing his most

recent contact with Mueller, Mueller asked the Accountant to "clean things up," which the

Accountant understood to mean that Mueller was asking the Accountant to clean up or fix the

financial records of Northridge before Mueller provided records to a forensic

accountant. The Accountant further explained to the SEC that Northridge's Quickbooks

records were not accurate. According to the Accountant, this conversation with Mueller took

place on June 10, 2019 or June 11, 2019, and the Controller was also privy to the

conversation.

I declare under penalty of perjury that the foregoing is true and correct.

Executed on September 5, 2019

. ~ ~~, . .
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PN Amount
Northridge Holdings, Ltd. 1,089,700.61$      
Amberwood Holdings Limited Partnership 3,363,816.54
Brookstone Investment Group, Ltd. 8,446,084.31
Eastridge Holdings, Ltd. 8,842,691.43
Guardian Investment Group, LTD. 2,854,999.52
Southridge Holdings, Ltd. 7,104,626.40
Unity Investment Group I, Ltd. 9,952,441.75

41,654,360.56$    

Cash accounts 20,400,834.98$    49.0%
IRA accounts 21,253,525.58 51.0%

41,654,360.56$    

Accredited - Yes 79 24.8%
Accredited - No 230 72.1%
blank 10 3.1%
  Total number of investors 319

Source: Based on NORTHRIDGE_0002340.

Northridge Holdings, Ltd.
Promissory Notes

Notes dated May 9, 2014 through April 18, 2019
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Samaritan
Film LP

Limited
partnership
interests

Paragon

Group LP

106
Surrey
LP

Amberwood Holdings LP
I llinois limited partnership)

5097 Elston

LP

561 Deere
Park

Circle LP

149 Mason

LP

610
Lincoln

LP

139 Austin

LP

5528
Hyde

Park LP

Azlan Grou

LP

Arbor

LP

LPs:

Glenn,

Dale, and

Gertrude

M ueller

Limited
partnership
interests

i mberlak

Shared
Appreciation

I llinois LP

Kings

Circle

LP

imberlake

Shared

Appreciation

Illinois LP 

Hawthorne

LP
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Glenn Mueller

100% capital stock

Eastridge Holdings, Ltd.
(Illinois corporation) 

Confidential — Subject to FOIA Exemption 4 NORTHRIDGE-0001869
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Glenn Mueller

100
capital stock

Unity Investment Group, Ltd.
(Illinois corporation) 
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Print ~ Close Window

SubjecE: Use and Security for Notes

From: Glenn Mueller <gmue{ler@northridgeltd.com>

Date: Mon, Jul 28, 214 1:37 pm

To: "markmckay ' <i-

Cc: Crystal Rodriguez <crodrigwez@northridgeltd,com>

Attach: image009.jpg

Mark;

Thank you for your call. i have written out an answer explaining our use and security for loans.

The equity and cash flow of our properties (approximately 1,x00 units] back up the promissory notes. Instead of tying eacf

loan to an individual property, they are secured by any and all of the properties and their cash flow, thus giving more

protection. We use loans from private parties and entities to upgrade our apartments because banks are not giving remodeling

loans. These upgrades allow us to increase the rents, lower expenses and have better occupancy, which also increases the

value of the property. We are ab{e to pay an interest rate higher than lenders could receive from banks and it is stil

advantageous to the property owners.

As an example of how funds are used, we are upgrading apartments from carpet to a quality wood-grain flooring that is water

proof, to prevent warping. We have to replace the carpet every 5-7 years. This flooring casts us the same as the carpet, but

lasts 25 'years and costs less to clean. Secondly, we are able to raise the rents on these upgraded apartments, $30-50

month. Third, it reduces our costs of replacing carpet. Tl~e additional cash flow adds additional value to the property. it is

profifiable to the lender and the property owner.

Timber Lake Apartments (576 apartments) is a good example of the benefits of our upgrades -

f We bought Timber Lake Apartments aithe peak of the economy in JUIy of 2007. The value never declined. Our niche in the real

estate market is to buy mismanaged, undervalued pro~er#ies. As we make the improvements, we are able to raise income and

value no matter what the market does. Here are the facts, we paid $30 million and put in about $3,500,000 in improvements

for a total cost of $33,500,Q00. When we refinanced the property in 2011, the bank appraise! was for $39,000,000, even though

as you know, bank appraisals have been extremely conservative during this time period. Based on the same criteria used by the

j .appraiser at that time our value is now about $45,000,Q00.
The $3,500,000 in improvements was financed by persona{ loans. The improvements allowed us to increase rents, occupancy,

r and value. Here are the results: The rent for the 2 bedroom apartment was $565-595 and 2 bedrooms was $695. Currently, the

E one-bedrooms are $850 — $950 and the two bedrooms are $950-$1200. The occupancy was 83%, currently, it is 99%. The value

f from $30,{300,D00 + $3,5flfl,000 = S33,Sfl~,00~ to $45,fl00,000.
{ Since we refinanced it, we arQ now saving about $4fl0,(300 a year in interest with a fixed rate for 10 years. Ail of this could not

have happened if we did not borrow the $3,500,O~i0 at rates between 3%any! 6%interest. Eioth the owners and the buyers

benefited from this arrangement. Plus the collateral for the lenders keeps increasing as the values increase. As a result, it offers

them even more safety. We are continuing the addition of upgrades to the praperTies that increase income, value, and

decrease expenses.

As a side note, the banks feel secure with us. We have refinanced a!I of our properties at lower interest rates over the past 3

years. They have approved mortgages totaling about $55,000,Q00. That represents about a 68% loan to va(u~ ratio.

If you have any questions, please call me at 630 5~9-9695 ext.111.

Glenn Mueller

Glenn Mueller
President
Northridge Holdings, Ltd.
1020 W. Fullerton Ave. Suite G
Addison, !L 601x1
Phone (630)889-9695 Ext. 111
Fax (630]426-0083

SEC-MCKAYM-P-0000203
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Cell- (630J 802-2810

gmueller@northriclgeltd.com

~~
~ ~~

N~I~TI-€RILlC~E
N U t. t~ t ~ .y 1. Ii i

:̀ This e-mail and any of its attachments may contain Northridge Holdings, Ltd. proprietary information, which is privileged, confidential, or

subject to copyright belonging to Northridge Holdings, LYd. or its affiliates. This e-mail is intended solely for the use of the individual or

entity to which it is addressed. If you are not the intended recipient of this e-mail, you are hereby notified that any dissemination, j

I distribution, copying, or action taken in relation to the contents of and attachments to this e-mail is stric?.ly prahibiced and may be uniawfui. ~

If you have received this e-mail in error, pease notify the sender immediately and permanently delete the original and any copy of this e- f

mail and any printout. Thank You. !

i ._ _ _ _ _ _ . _. _.__. _. ._ ___........ _ . ..... . ...... .... . ...._ _ ...~._ _

Copyright O 2003-2079: All rights reserved.

r

SEC-MCKAYI41-P-0000204
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From: 
To: 
Cc: 
Subject: 
Date: 

Hi Gary, 

ry y) 
~; Barbara Decker 
RE: Northridge Investment Summary 
Thursday, September 08, 2016 4:55:09 PM 

Regarding the collateral for the holders of the promissory Notes, the first lien holders on the 

properties have a total of $44,038,151 of mortgages on the properties as of 12/31/2015. That total 

has been reduced by about $400,000 (current total is approx. $43,638,000) at this point. Other loans 

total about $8,000,000 totaling $51,638,000. These loans are allocated among our properties as 

needed The current value of the properties is about $95,000,000. This leaves an equity position of 

about $43,362,000. Of this amount investor capital position is $22,574,471. If all of the properties 

are sold, ALL loans (first lien holders and all others) would be paid BEFORE any investors receive their 

capital and profits. They are in a primary position. 

The net loan balances are lower each year and the net values are increasing each year. The totals 

listed above show that there is a large surplus of equity above and beyond all of the loans and that 

number is increasing each year. As a result, the collateral for the loans continues to grow reducing 

the risk each year. 

I hope this helps. If you have any questions, please contact me. 

Glenn Mueller 

From: GaryScheer (Global Relay) [mailto: ] 

Sent: Thursday, September 08, 2016 2:05 PM 

To: Glenn Mueller <gmueller@northridgeltd.com> 

Subject: Northridge 

Hi Glenn, 

Thank you for speaking with  yesterday. How can I best address his concern below? 

Sincerely, 

Gary 

Gary Scheer, RFC, CSA 

Complete Financial & Retirement Planning 

 

 

 

 

 

SHEER0002057 
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Investment Advisory Services offered through Retirement Wealth Advisors, Inc., an SEC 

Registered Investment Advisor 

Advisory services through Retirement Wealth Advisors, Inc, a SEC Registered Investment Advisor. This 

Email is being set by or on behalf of a Registered Investment Advisor. It is intended exclusively for the 

individual or entity to which it is addressed. This communication may contain information that is 

proprietary, privileged, or confidential, or otherwise legally exempt from disclosure. If you are not the 

named addressee, you are not authorized to read, print retain, copy or disseminate the Email or any 

part of it. If you have received this Email in error, please notify the sender immediately by Email or fax, 

and destroy all copies of this communication. Please be advised that you may conduct securities 

transactions only by speaking directly with your Investment Advisor Representative either by phone or 

in person. Requests for securities transactions via email will not be executed by Retirement Wealth 

Advisors, Inc. To help protect your privacy, we strongly suggest you avoid sending sensitive information, 

such as account numbers and social security numbers via Email. Please be further advised that, 

pursuant to the Bank Secrecy Act, the USA PATRIOT ACT, and similar laws, any communication in this 

email is subject to regulatory, supervisory, and law enforcement review. 

From:  
Sent: Thursday, September 08, 2016 2:58 PM 
To: GaryScheer (Global Relay) 
Subject: Re: Northridge 

went well. Still not I 00% certain on what legal standing your clients have when they sign up 
with a promissory note. Since the current buildings/projects have a 1st lienholder that does 
not leave the promissory note holder a lot to go after in the event that something would 
happen. 

Do you know how they have this set up? 

 

SHEER0002058 
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Northridge Holdings:
Real Estate with a Difference

At Northridge Holdings, Ltd., we've been connecting investors with strategic real estate

opportunities for nearly 50 years, consistently delivering maximum return on investment.

We focus primarily on multi-unit residential properties — negotiating purchases,

securing financing, and bringing investors together to form a limited partnership.
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NORTHRIDGE
HOLDINGS LTD

New Investor

Forms
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Northridge Holdings, Ltd.
1020 W. Fullerton Ave Ste. G

Addison, IL 60101
630-889-9695

Investor Contact Information Sheet

Pleasefill in all applicable lines. Ifyou would like your tax information
sent to your CPA, please fill out the bottom portion of the form.

Accreditation Form

This form needs to be completed becauseThe Securities and Exchange
Commission asks for the designation for each investor if they are
accredited or non-accredited. This allows them to verify the amount in
each category to conform to the rules and limits for each limited
partnership.

Section A-Please fill in all applicable information.

Section B-If you are not an accredited investor, please initial the first line
under ITEM I, and then move on to Section C.

If you are an accredited investor, please initial the second line under ITEM
I and then the appropriate line(s) under ITEM II.

Section C-Please fill out all applicable information for items 1-6 and sign,
date and print your name on the last page.

Form W-9

Please fill in your name, address, social security number, then sign and
date.
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Entity Name

^.

NORTHRIDGE
HOLDINGS LTD

INVESTOR CONTACT INFORMATION

___ Incorporated
(Trust, or Business Investment) (Yes or No)

First Name

Middle Name.

Last Name

Street Address.

City

State/Zip.

Name/Relationship

Name/Relationship

Phone Number

Work/Cell Number,

Fax Number

Date of Birth

SS Numbcr_

E-mail

Emergency Contact Information

Phone Number

Phone Number

CPA Information - For the distribution of tax documents at your request.

Name Phone

Address

State

Fax Number

Investment Terms

Interest Deferred?

Payment Frequency

(Yes/No)

City.

Zip Code

E-mail Address

Rep Name

Rep Phone #

2/25/2013
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1. Name(s).

2. Address

3. Telephone.

4. Employer(s)

5. Business

Address

6. Business

Telephone.

7. Occupation/

Retired From

8. Send mail to

NORTHRIDGE
HOLDINGS LTD

SECTION A

ALL INVESTORS MUST COMPLETE THIS SECTION

GENERAL INFORMATION

Home Office

1/25/2013
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SECTION B

THIS SECTION IS TO BE COMPLETED BY ALL INVESTORS

ITEM I. ALL INVESTORS MUST INITIAL ONE OF THE FOLLOWING LINES:

(Initial) I certify that I am not an accredited investor.

(Initial) I understand that the representations contained in this Section B are made for the purpose of
qualifying me as an Accredited Investor as that term is defined by the Securities and Exchange Commission for the
purpose of inducing a sale of securities to me. I hereby represent that the statement or statements initialed below

are true and correct in all respects. I understand that a false representation may constitute a violation of law, and

that any person who suffersdamage as a result of false representation mayhave a claim against me for damages.

ITEM II. I INDIVIDUAL INVESTORS MUST INITIAL ONE OR MORE OF THE FOLLOWING TWO

STATEMENTS THAT ARE TRUE:

(Initial) A. I certify that I am an accredited investor because I had individual income (exclusive of any
attributable to my spouse) of more than $200,000 in each of the most recent two years or joint income with my
spouse in excessof $300,000in each of those years, and I reasonably except to attain levelsof income in the current
year at least equal to these amounts. Forthe purposesof this Questionnaire,individual income means adjusted gross
income, as reported for federal income tax purposes, less any income attributable to a spouse or property owned by

a spouse, increased by the following amounts (but not including any amounts attributable to a spouse or property

owned by a spouse, increased by the following amounts (but not including any amounts attributable to a spouse or
property of a spouse: (i) the amount of any tax exempt interest income received; (ii) the amount of losses claimed as

a limited partner in a limited partnership; (Hi) any deduction claimed for depletion, (iv) amounts contributed to an IRA

or Keogh retirement plan; (v) alimony paid; and (vi) any amount for which income from long-term capital gains has

been reduced in arriving to adjusted gross income pursuant to the provisions of Section 1202 of the Internal Revenue

Code.

(initial) B. I certify that I am an accredited investor because I have an individual net worth, or my spouse

and I have combined individual net worth, in excess of $1,000,000. For purposes of this paragraph, "individual net

worth" means the excess of total assets at fair market value, including personal property, over total liabilities,

excluding the value of the primary residence.

SECTION C

ALL INVESTORS MUST COMLPETE THIS SECTION

The following information is to be provided by prospective purchases who are individuals,or by the person
making the investment decision on behalf of corporations, partnerships, trusts or other entities, or by the persons
making the investment decision on behalf of individuals investing as joint tenants.

1/25/2013
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Business or Professional Education:

School

Field of

Study

Dates of

Attendance Degree

2. Currentand prioremployment, positions or occupations: (Pleaseset forth employment history during at least

the past five years, indicating employer, title, principal responsibilities and years of service. Also, if retired, please
indicate prior occupation):

Employer Title

Principal

Responsibilities

Dates of

Employment

Details of any training or experience in financial, business or tax matters not disclosed in items 1 and 2

immediately above:

Prior investments in private placements (Please itemize each investment separately):

Name of

Entity Type of Investment

Year of

Investment

Amount

Invested

1/25/2013

Case: 1:19-cv-05957 Document #: 4-1 Filed: 09/05/19 Page 79 of 134 PageID #:103



5. I have made the following additional investments which may reflect my knowledge and experience in financial

and business matters and in investments of this nature:

6. I have previously purchased securities which were sold in reliance on the private offering exemption from

registration under the securities Act of 1933, as amended:

Yes No

Initial Initial

SECTION D

ALL INVESTORS REPRESENT THAT:

(a) The information contained herein is complete and accurate and may be relied upon, and

(b) Iwill notify you immediately of any materialchange in any such information occurring priorto the acceptance

of my subscriptions.

INWITNESSWHEREOF, the undersigned has initialed the foregoing statements and executed this

Questionnaire this day of , 20 .

FOR INDIVIDUALS:

Signature

Print Name

Signature

Print Name

1/25/2013
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Form

(Rev. October 2007)

Department of the Treasury
Internal Revenue Service

W-9 Request for Taxpayer
Identification Number and Certification

Give form to the
requester. Do not
send to the IRS.

Name (as shown on your income tax retum)

Business name, if different from above

CM

<D

9
a.

c
o

I§
Check appropriate box: • Individual/Sole proprietor Q Corporation D Partnership
LJ Limited liability company. Enter the tax classification (D=disregarded entity, C=corporation, P=partnership) •
D Other (see instructions) •

•
Exempt
payee

€1
£

I
CO

CO

Address (number, street, and apt. or suite no.) Requester's name and address (optional)

City, state, and ZIP code

List account numbers) here (optional)

Taxpayer Identification Number (TIN)

Enter your TIN in the appropriate box. The TIN provided must match the name given on Line 1 to avoid
backup withholding. For individuals, this is your social security number (SSN). However, for a resident
alien, sole proprietor, or disregarded entity, see the Part I instructions on page 3. For other entities, it is
your employer identification number (EIN). If you do not have a number, see How to get a TIN on page 3.

Note. If the account is in more than one name, see the chart on page 4 for guidelines on whose
number to enter.

Social security number

or

Employer Identification number

Certification

Under penalties of perjury, I certify that:

1. The number shown on this form is my correct taxpayer identification number (or I am waiting for a number to be issued to me), and

2. I am not subject to backup withholding because: (a) I am exempt from backup withholding, or (b) I have not been notified by the Internal
Revenue Service (IRS) that I am subject to backup withholding as a result of a failure to report all interest or dividends, or (c) the IRS has
notified me that I am no longer subject to backup withholding, and

3. I am a U.S. citizen or other U.S. person (defined below).

Certification instructions. You must cross out item 2 above if you have been notified by the IRS that you are currently subject to backup
withholding because you have failed to report all interest and dividends on your tax return. For real estate transactions, item 2 does not apply.
For mortgage interest paid, acquisition or abandonment of secured property, cancellation of debt, contributions to an individual retirement
arrangement (IRA), and generally, payments other than interest and dividends, you are not required to sign the Certification, but you must
provide your correct TIN. See the instructions on page 4.

Sign
Here

Signature of
U.S. person •

General Instructions
Section references are to the Internal Revenue Code unless
otherwise noted.

Purpose of Form
A person who is required to file an information return with the
IRS must obtain your correct taxpayer identification number (TIN)
to report, for example, income paid to you, real estate
transactions, mortgage interest you paid, acquisition or
abandonment of secured property, cancellation of debt, or
contributions you made to an IRA.

Use Form W-9 only if you are a U.S. person (including a
resident alien), to provide your correct TIN to the person
requesting it (the requester) and, when applicable, to:

1. Certify that the TIN you are giving is correct (or you are
waiting for a number to be issued),

2. Certify that you are not subject to backup withholding, or
3. Claim exemption from backup withholding if you are a U.S.

exempt payee. If applicable, you are also certifying that as a
U.S. person, your allocable share of any partnership income from
a U.S. trade or business is not subject to the withholding tax on
foreign partners' share of effectively connected income.
Note. If a requester gives you a form other than Form W-9 to
request your TIN, you must use the requester's form if it is
substantially similar to this Form W-9.

Date •

Definition of a U.S. person. For federal tax purposes, you are
considered a U.S. person if you are:

• An individual who is a U.S. citizen or U.S. resident alien,

• A partnership, corporation, company, or association created or
organized in the United States or under the laws of the United
States,
• An estate (other than a foreign estate), or
• A domestic trust (as defined in Regulations section
301.7701-7).

Special rules for partnerships. Partnerships that conduct a
trade or business in the United States are generally required to
pay a withholding tax on any foreign partners' share of income
from such business. Further, in certain cases where a Form W-9
has not been received, a partnership is required to presume that
a partner is a foreign person, and pay the withholding tax.
Therefore, if you are a U.S. person that is a partner in a
partnership conducting a trade or business in the United States,
provide Form W-9 to the partnership to establish your U.S.
status and avoid withholding on your share of partnership
income.

The person who gives Form W-9 to the partnership for
purposes of establishing its U.S. status and avoiding withholding
on its allocable share of net income from the partnership
conducting a trade or business in the United States is in the
following cases:

• The U.S. owner of a disregarded entity and not the entity,

Cat. No. 10231X Form W-9 (Rev. 10-2007)
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• The U.S. grantor or other owner of a grantor trust and not the
trust, and

• The U.S. trust (other than a grantor trust) and not the
beneficiaries of the trust.

Foreign person. Ifyou are a foreign person, do not use Form
W-9. Instead, use the appropriate Form W-8 (see Publication
515, Withholding of Tax on Nonresident Aliens and Foreign
Entities).

Nonresident alien who becomes a resident alien. Generally,
only a nonresident alien individual may use the terms of a tax
treaty to reduce or eliminate U.S. tax on certain types of income.
However, most tax treaties contain a provision known as a
"saving clause." Exceptions specified in the saving clause may
permit an exemption from tax to continue for certain types of
income even after the payee has otherwise become a U.S.
resident alien for tax purposes.

If you are a U.S. resident alien who is relying on an exception
contained in the saving clause of a tax treaty to claim an
exemption from U.S. tax on certain types of income, you must
attach a statement to Form W-9 that specifies the following five
items:

1. The treaty country. Generally, this must be the same treaty
under which you claimed exemption from tax as a nonresident
alien.

2. The treaty article addressing the income.
3. The article number (or location) in the tax treaty that

contains the saving clause and its exceptions.

4. The type and amount of income that qualifies for the
exemption from tax.

5. Sufficient facts to justify the exemption from tax under the
terms of the treaty article.

Example. Article 20 of the U.S.-China income tax treaty allows
an exemption from tax for scholarship income received by a
Chinese student temporarily present in the United States. Under
U.S. law, this student will become a resident alien for tax
purposes if his or her stay in the United States exceeds 5
calendar years. However, paragraph 2 of the first Protocol to the
U.S.-China treaty (dated April 30, 1984) allows the provisions of
Article 20 to continue to apply even after the Chinese student
becomes a resident alien of the United States. A Chinese
student who qualifies for this exception (under paragraph 2 of
the first protocol) and is relying on this exception to claim an
exemption from tax on his or her scholarship or fellowship
income would attach to Form W-9 a statement that includes the
information described above to support that exemption.

If you are a nonresident alien or a foreign entity not subject to
backup withholding, give the requester the appropriate
completed Form W-8.

What is backup withholding? Persons making certain payments
to you must under certain conditions withhold and pay to the
IRS 28% of such payments. This is called "backup withholding."
Payments that may be subject to backup withholding include
interest, tax-exempt interest, dividends, broker and barter
exchange transactions, rents, royalties, nonemployee pay, and
certain payments from fishing boat operators. Real estate
transactions are not subject to backup withholding.

You will not be subject to backup withholding on payments
you receive if you give the requester your correct TIN, make the
proper certifications, and report all your taxable interest and
dividends on your tax retum.

Payments you receive will be subject to backup
withholding if:

1. You do not furnish your TIN to the requester,
2. You do not certify your TIN when required (see the Part II

instructions on page 3 for details),
3. The IRS tells the requester that you furnished an incorrect

TIN,

Page 2

4. The IRS tells you that you are subject to backup
withholding because you did not report all your interest and
dividends on your tax retum (for reportable interest and
dividends only), or

5. You do not certify to the requester that you are not subject
to backup withholding under 4 above (for reportable interest and
dividend accounts opened after 1983 only).

Certain payees and payments are exempt from backup
withholding. See the instructions below and the separate
Instructions for the Requester of Form W-9.

Also see Special rules for partnerships on page 1.

Penalties

Failure to furnish TIN. If you fail to furnish your correct TIN to a
requester, you are subject to a penalty of $50 for each such
failure unless your failure is due to reasonable cause and not to
willful neglect.

Civil penalty for false information with respect to
withholding. If you make a false statement with no reasonable
basis that results in no backup withholding, you are subject to a
$500 penalty.

Criminal penalty for falsifying information. Willfully falsifying
certifications or affirmations may subject you to criminal
penalties including fines and/or imprisonment.

Misuse of TINs. If the requester discloses or uses TINs in
violation of federal law, the requester may be subject to civil and
criminal penalties.

Specific Instructions
Name

If you are an individual, you must generally enter the name
shown on your income tax return. However, if you have changed
your last name, for instance, due to marriage without informing
the Social Security Administration of the name change, enter
your first name, the last name shown on your social security
card, and your new last name.

If the account is in joint names, list first, and then circle, the
name of the person or entity whose number you entered in Part I
of the form.

Sole proprietor. Enter your individual name as shown on your
income tax return on the "Name" line. You may enter your
business, trade, or "doing business as (DBA)" name on the
"Business name" line.

Limited liability company (LLC). Check the "Limited liability
company" box only and enter the appropriate code for the tax
classification ("D" for disregarded entity, "C" for corporation, "P"
for partnership) in the space provided.

For a single-member LLC (including a foreign LLC with a
domestic owner) that is disregarded as an entity separate from
its owner under Regulations section 301.7701-3, enter the
owner's name on the "Name" line. Enter the LLC's name on the
"Business name" line.

For an LLC classified as a partnership or a corporation, enter
the LLC's name on the "Name" line and any business, trade, or
DBA name on the "Business name" line.

Other entities. Enter your business name as shown on required
federal tax documents on the "Name" line. This name should
match the name shown on the charter or other legal document
creating the entity. You may enter any business, trade, or DBA
name on the "Business name" line.

Note. You are requested to check the appropriate box for your
status (individual/sole proprietor, corporation, etc.).

Exempt Payee
Ifyou are exempt from backup withholding, enter your name as
described above and check the appropriate box for your status,
then check the "Exempt payee" box in the line following the
business name, sign and date the form.
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Generally, individuals (including sole proprietors) are not exempt
from backup withholding. Corporations are exempt from backup
withholding for certain payments, such as interest and dividends.

Note. If you are exempt from backup withholding, you should
still complete this form to avoid possible erroneous backup
withholding.

The following payees are exempt from backup withholding:

1. An organization exempt from tax under section 501(a), any
IRA, or a custodial account under section 403(b)(7) if the account
satisfies the requirements of section 401(f)(2),

2. The United States or any of its agencies or
instrumentalities,

3. A state, the District of Columbia, a possession of the United
States, or any of their political subdivisions or instrumentalities,

4. A foreign government or any of its political subdivisions,
agencies, or instrumentalities, or

5. An international organization or any of its agencies or
instrumentalities.

Other payees that may be exempt from backup withholding
include:

6. A corporation,
7. A foreign central bank of issue,
8. A dealer in securities or commodities required to register in

the United States, the District of Columbia, or a possession of
the United States,

9. A futures commission merchant registered with the
Commodity Futures Trading Commission,

10. A real estate investment trust,

11. An entity registered at all times during the tax year under
the Investment Company Act of 1940,

12. A common trust fund operated by a bank under section
584(a),

13. A financial institution,

14. A middleman known in the investment community as a
nominee or custodian, or

15. A trust exempt from tax under section 664 or described in
section 4947.

The chart below shows types of payments that may be
exempt from backup withholding. The chart applies to the
exempt payees listed above, 1 through 15.

IF the payment is for... THEN the payment is exempt
for...

Interest and dividend payments All exempt payees except
for 9

Broker transactions Exempt payees 1 through 13.
Also, a person registered under
the Investment Advisers Act of
1940 who regularly acts as a
broker

Barter exchange transactions
and patronage dividends

Exempt payees 1 through 5

Payments over $600 required
to be reported and direct
sales over $5,000'

Generally, exempt payees
1 through 7

See Form 1099-MISC, Miscellaneous Income, and its instructions.
However, the following payments made to a corporation (Including gross
proceeds paid to an attorney under section 6045(f), even if the attorney is a
corporation) and reportable on Form 1099-MISCare not exempt from
backup withholding: medical and health care payments, attorneys' fees, and
payments for services paid by a federal executive agency.

Page 3

Part I. Taxpayer Identification
Number (TIN)
Enter your TIN in the appropriate box. If you are a resident
alien and you do not have and are not eligible to get an SSN,
your TIN is your IRS individual taxpayer identification number
(ITIN). Enter it in the social security number box. if you do not
have an ITIN, see How to get a TIN below.

If you are a sole proprietor and you have an EIN, you may
enter either your SSN or EIN. However, the IRS prefers that you
use your SSN.

If you are a single-member LLC that is disregarded as an
entity separate from its owner (see Limited liability company
(LLC) on page 2), enter the owner's SSN (or EIN, if the owner
has one). Do not enter the disregarded entity's EIN. If the LLC is
classified as a corporation or partnership, enter the entity's EIN.

Note. See the chart on page 4 for further clarification of name
and TIN combinations.

How to get a TIN. If you do not have a TIN, apply for one
immediately. To apply for an SSN, get Form SS-5, Application
for a Social Security Card, from your local Social Security
Administration office or get this form online at www.ssa.gov. You
may also get this form by calling 1-800-772-1213. Use Form
W-7, Application for IRS Individual Taxpayer Identification
Number, to apply for an ITIN, or Form SS-4, Application for
Employer Identification Number, to apply for an EIN. You can
apply for an EIN online by accessing the IRS website at
www.irs.gov/businesses and clicking on Employer Identification
Number (EIN) under Starting a Business. You can get Forms W-7
and SS-4 from the IRS by visiting www.irs.gov or by calling
1-800-TAX-FORM (1-800-829-3676).

If you are asked to complete Form W-9 but do not have a TIN,
write "Applied For" in the space for the TIN, sign and date the
form, and give it to the requester. For interest and dividend
payments, and certain payments made with respect to readily
tradable instruments, generally you will have 60 days to get a
TIN and give it to the requester before you are subject to backup
withholding on payments. The 60-day rule does not apply to
other types of payments. You will be subject to backup
withholding on all such payments until you provide your TIN to
the requester.

Note. Entering "Applied For" means that you have already
applied for a TIN or that you intend to apply for one soon.
Caution: A disregarded domestic entity that has a foreign owner
must use the appropriate Form W-8.

Part II. Certification

To establish to the withholding agent that you are a U.S. person,
or resident alien, sign Form W-9. You may be requested to sign
by the withholding agent even if items 1, 4, and 5 below indicate
otherwise.

For a joint account, only the person whose TIN is shown in
Part I should sign (when required). Exempt payees, see Exempt
Payee on page 2.

Signature requirements. Complete the certification as indicated
in 1 through 5 below.

1. Interest, dividend, and barter exchange accounts
opened before 1984 and broker accounts considered active
during 1983. You must give your correct TIN, but you do not
have to sign the certification.

2. Interest, dividend, broker, and barter exchange
accounts opened after 1983 and broker accounts considered
inactive during 1983. You must sign the certification or backup
withholding will apply. Ifyou are subject to backup withholding
and you are merely providing your correct TIN to the requester,
you must cross out item 2 in the certification before signing the
form.
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3. Real estate transactions. You must sign the certification.
You may cross out item 2 of the certification.

4. Other payments. You must give your correct TIN, but you
do not have to sign the certification unless you have been
notified that you have previously given an incorrect TIN. "Other
payments" include payments made in the course of the
requester's trade or business for rents, royalties, goods (other
than bills for merchandise), medical and health care services
(including payments to corporations), payments to a
nonemployee for services, payments to certain fishing boat crew
members and fishermen, and gross proceeds paid to attorneys
(including payments to corporations).

5. Mortgage interest paid by you, acquisition or
abandonment of secured property, cancellation of debt,
qualified tuition program payments (under section 529), IRA,
Coverdell ESA, Archer MSA or HSA contributions or
distributions, and pension distributions. You must give your
correct TIN, but you do not have to sign the certification.

What Name and Number To Give the Requester

For this type of account: Give name and SSN of:

1 Individual The individual

2 Two or more individuals (joint The actual owner of the account or,
account) if combined funds, the first

individual on the account'
3 Custodian account of a minor

(Uniform Gift to Minors Act)
The minor'

4 a. The usual revocable savings
trust (grantor is also trustee)

Thegrantor-trustee'

b. So-called trust account that is The actual owner'
not a legal or valid trust under
state law

5 Sole proprietorship or disregarded
entity owned by an individual

The owner *

For this type of account: Give name and EIN of:

6. Disregarded entity not owned by an
individual

The owner

7. A valid trust, estate, or pension trust Legal entity'
8. Corporate or LLCelecting

corporate status on Form 8832
The corporation

9. Association, club, religious,
charitable, educational, or other
tax-exempt organization

The organization

10. Partnership or multi-member LLC The partnership
11. A broker or registered nominee The broker or nominee

12. Account with the Department of
Agriculture in the name of a public
entity (such as a state or local
government, school district, or
prison) that receives agricultural
program payments

The public entity

Listfirst and circlethe name of the personwhose numberyou furnish. Ifonlyone person
on a Jointaccount has an SSN, that person's number must be furnished.

2

Circle the minor's name and furnish the minor's SSN.
S

You must show yourindividual name and you may also enter yourbusiness or "DBA"
name on the second name line.You may use either your SSN or EIN (if you have one),
but the IRS encourages you to use your SSN.

4Ustfirst and circle thename of the trust, estate, orpension trust. (Do not furnish theTIN
of the personal representative or trustee unless the legalentity itselfis not designated in
the account title.)Also see Special rules forpartnerships on page 1.

Note. If no name is circled when more than one name is listed,
the number will be considered to be that of the first name listed.
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Secure Your Tax Records from Identity Theft
Identity theft occurs when someone uses your personal
information such as your name, social security number (SSN), or
other identifying information, without your permission, to commit
fraud or other crimes. An identity thief may use your SSN to get
a job or may file a tax return using your SSN to receive a refund.

To reduce your risk:
• Protect your SSN,
• Ensure your employer is protecting your SSN, and
• Be careful when choosing a tax preparer.

Call the IRS at 1-800-829-1040 if you think your identity has
been used inappropriately for tax purposes.

Victims of identity theft who are experiencing economic harm
or a system problem, or are seeking help in resolving tax
problems that have not been resolved through normal channels,
may be eligible for Taxpayer Advocate Service (TAS) assistance.
You can reach TAS by calling the TAS toll-free case intake line
at 1-877-777-4778 orTTY/TDD 1-800-829-4059.

Protect yourself from suspicious emails or phishing
schemes. Phishing is the creation and use of email and
websites designed to mimic legitimate business emails and
websites. The most common act is sending an email to a user
falsely claiming to be an established legitimate enterprise in an
attempt to scam the user into surrendering private information
that will be used for identity theft.

The IRS does not initiate contacts with taxpayers via emails.
Also, the IRS does not request personal detailed information
through email or ask taxpayers for the PIN numbers, passwords,
or similar secret access information for their credit card, bank, or
other financial accounts.

If you receive an unsolicited email claiming to be from the IRS,
forward this message to phishing@irs.gov. You may also report
misuse of the IRS name, logo, or other IRS personal property to
the Treasury Inspector General for Tax Administration at
1-800-366-4484. You can forward suspicious emails to the
Federal Trade Commission at: spam@uce.gov or contact them at
www.consumer.gov/idtheft or 1-877-IDTHEFT(438-4338).

Visit the IRS website at www.irs.gov to learn more about
identity theft and how to reduce your risk.

Privacy Act Notice

Section 6109 oftheInternal Revenue Code requires you to provide your correct TIN to persons who must file information returns with the IRS to report interest,
dividends, andcertain other income paid to you, mortgage interest you paid, theacquisition orabandonment ofsecured property, cancellation ofdebt, or
contributions you made toan IRA, orArcher MSA orHSA. The IRS uses the numbers for identification purposes and tohelp verify the accuracy ofyour tax retum.
The IRS may alsoprovide this information to the Department ofJustice for civil andcriminal litigation, and to cities, states, the District ofColumbia, and U.S.
possessions to cany outtheir tax laws. We may also disclose this information toother countries under a tax treaty, to federal andstateagencies toenforce federal
nontax criminal laws,or to federal lawenforcement and intelligence agencies to combat tenorism.

You must provide your TIN whether or notyou are required to file a taxretum. Payers must generally withhold 28% oftaxable interest, dividend, andcertain other
payments to a payeewhodoes not givea TIN to a payer. Certain penalties mayalso apply.
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Beneficiary Designation

If you wish to name more than two primary or two secondary beneficiaries, please use additional

NORTHRIDGE f°rms ar|d be sure to sign and date each page. When received, we will update your file and mail you
H o i. u i n a s .. t u a confirmation. IFTHIS IS A CHANGE TO A PRIOR DESIGNATION, ALL PRIOR PRIMARY AND

SECONDARY BENEFICIARY DESIGNATIONS WILL BE REPLACED WITH THIS DESIGNATION.

Return by mail: 1020 W. Fullerton Ave, Ste G, Addison, IL 60101 Fax: 630-425-0083 Email: investments@northridgeltd.com
For inquiries, call: 630-889-9695 x. 4

Participant Identification
Name

Address, City, State, Zip

Social Security Number Birth Date Telephone Number

Primary Beneficiary Designation

1st Primary Beneficiary
Beneficiary Name Relationship

Beneficiary Address Share % (Must Total 100%)

Beneficiary City, State, Zip

Beneficiary Social Security Number Beneficiary Birth Date Beneficiary Telephone Number

2nd Primary Beneficiary
Beneficiary Name Relationship

Beneficiary Address Share % (Must Total 100%)

Beneficiary City, State, Zip

Beneficiary Social Security Number Beneficiary Birth Date Beneficiary Telephone Number

1/20/2015
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Secondary Beneficiary Designation

1st Secondary Beneficiary
Beneficiary Name Relationship

Beneficiary Address Share % (Must Total 10096)

Beneficiary City, State, Zip

Beneficiary Social Security Number Beneficiary Birth Oate Beneficiary Telephone Number

2nd Secondary Beneficiary
Beneficiary Name Relationship

Beneficiary Address Share % (Must Total 100%)

Beneficiary City, State, Zip

Beneficiary Social Security Number Beneficiary Birth Date Beneficiary Telephone Number

Participant Signature: Date:

If community or marital property state and spouse is not the primary beneficiary, spouse mustsign below and agree as
follows:

Iacknowledge that Iamthe spouse of the above-named account holder anddo hereby give them anyinterest that Ihave
in the funds or property in this account and consent to the beneficiary designation(s) provided. I assume full
responsibilityfor any adverse consequences that may result.

Spouse Signature: Date:

1/20/2015
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Fee Schedule

NORTHRiDGE & Financial Disclosure
HOLDINGS LTD

Fee Schedule

Effective January 1, 2014

This fee schedule represents any changes initiated by our clients after the initial
set up of an investment account is complete. Each initial cash or IRAaccount set

up is offered to you free of charge.

Fee Description: Amount of Fee

Service Fees:

Unscheduled Check Writing Fee $5.00

Outgoing wire fee $30.00

Overnight Fee $20.00

Change of Account Ownership Fees:

Initial IRA set up with preferred custodian No charge

Change to IRA set up with preferred custodian $50.00 per account

Cash Promissory Note $40.00 per note

Limited Partner Agreement $40.00 per L.P.

Living Trust $50.00 plus $40.00 per L.P.

Sale of L.P. to another party 1% of value or $50.00 minimum per sale

Thesefees are being charged to cover our costs and those ofour CPA to administer these services.

Financial Disclosure

The financial performance of your real estate investment is not guaranteed. Additionally, the

approximate value of your real estate investment is an estimate and not a guaranteed value. This

number is based on the annual income, expenses and market capitalization rate, resulting in an
estimated market valuation and not the actual sale of the subject property.

Promissory notes are legal and binding. If we consent to alter the terms, a reduction of interest and

penalties may be imposed. A 30 day notice is required for all payments due to the expiration date
or termination of a promissory note.
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NORTHRIDGE
H 0 L D I N G S L T D
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N4RTHRIDGE

Northridge Holdings, Ltd. inEerest rates effective Januazy 1, 2014.

Real Estate Promissory Note

Funds placed in a real estate promissory note will receive 3% per annum for 3 years or

until such time as they are invested in a real estate limited partnership. We carulot

guaxantee a timeframe in which funds will be placed into a real estate limited

partnership. Funds will be placed uito a real estate limited partnership upon your

review of the offering of a potential properfy and your written consent.

CD Loan Promissory Note

1 year-3

2 year-4%

3 year-5% ~

year-5

5 year-b%

S year-6%

These rates are subject to change at any time without notice.

Phone 630-889-9695 Fax 630-426-Q083 Web «~w~•.nonhridQeltd.com
Address 1020 ~V. Fullerton Ave Suite G, Addison, IL 6Q101
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From: Glenn Mueller </~EXCHANGELABS/OU=EXCHANGE ADMINISTRATIVE GROUP

(FYDIBOHF23SPDL~/CN=RECIPIENTS/CN=77BSE8B996304372B86065BE42 B76DB6-GM U E LLE R>

To:
Sent: 12/5/2018 2:0126 PM

Subject: 139 Austin lawsuit

Gentlemen:

hope all is going web for you.

have a couple of updates here:

Bartlett Lake Apartments - We are negotiating another contract on the sale of this complex. The one that was pending had fnancing approv
ed by the

bank. When their approval came in they called and said that they could close in three weeks (October 30~h). However, they wanted to lower
 the sale price

by 54,000,000. We negotiated it up $2,500,000. But we were still $1,500,000 apart. So we let the deal die. The bank called and said that they couldn't

figure out why they backed away, because everything appraised out and was ready to go. They said that if we came in with another qualified buyer t
hey

had the financing package in place.

We found out that the same buyers did the same thing on another property that they had a contract on. So we put the property back on the ma
rket. We

have had multiple showings and currently have three interested parties. One has submitted a contract, but we haven't signed it, yet, pending what the

interest with the other two. But the financing would already be completed.

139 Austin - We have been sued by the buyers of 139 Austin and 149 Mason that we sold three years ago. They are claiming that we only 
showed them

the good apartments and not the bad ones. There were no bad ones. The apartments were e~irtually the same and were rented for virtually the same

rents. We showed them the apartments that were according to their criteria (one of each floor plan in each tierj, which was abo~1 24 out of the 5E unit
s.

They never asked to see more They said that they didn't care what the condition of the apartments were, because they were going to rehab ail of them
.

remove all of the tenants and raise the rents. That is exactly what they are doing.

They are suing for $750,000 plus other damages of another $2,000,000. Our attorney says that we hive a very strong case, but we still have to
 defend it.

We are counter suing for the X150 OQ'J second mortgage ihat is past due. We wdl be filing for foreclosure, if he doesn't pay 1. If that takes place, 
there is

about $2,000,000 owed on the property and he had spent about $300,000 in remodeling. So if we took over the property. we would have about 
$1.500,000

in equity based on the current value. He v~iil probably find the $150,000 plus interest: late fees and attorney's fees for the foreclosure.

We are at the point in the suit where all of the depos¢ions have been completed and we have asked the court for summary judgement. Our 
opposition

has replied as of yesterday and now we have to respond in court ro their reply in a week. Then the j~uige will rule on either ending the case 
or if not we

would have a jury trial in March. Hopefully, it will end here. We have been paying all of the fees up to now. But we have more attorney's fees due in 
order

to continue_ The attorney's fees will be approaching SS2C,000 Here is how it plays out. The sale of 149 Mason was finalized beriveen us before closi
ng to

preserve a profit to you. Therefore we are absorbing the entire costs of the lawsuit for that property. Based on the sale prices of the two properties,

Mason would be 45°~ of the fees. 139 Austin would incur the remaining 55% of the overall sale price, of which owned 59.4% of the

property. Based on those percentages. We are paying $350,000 and~ would be responsible for 1 0,0 nce they pay the secorxl

mortgage,~ would receive $49 000 plus interest, late fees and attorney's fees for the foreclosure suit. Or if he cant pay. we would take

over the bw ingld wilFi approximately $1,500000 in equity, of which would have about y891,000 in value.

Up to now, we have been paying the attorney with our funds. At this point, we are requesting $170,000 from- to cover their portion.

Glenn

G'enn ;14~,~eiler
President
Nvrthrid~~e Ho+dings. I..td
~;o2e ~v F:,ii~~r~.n a~E s~:~rP c
udd;~o~; r~ er~~o1
Fi~one ;630)t3II9-9o~i5 Ext. ? 11

Ce;t• (f>30; 802-2890
g m uel ter@nort hridgeltd :co m

"~`,"
~~~~;',
:~.. ~.

This r.~ia it and any of its a0aehmenfs may cnntam !JorihriA~e Hnldinys, LfA prnprie!ary• inbrrnation which is privileged, confKiential, nr sc Ljerl to cnpyn~7hi belon{iin~7 to

Moithndge Holdin(~s. Lid rr it> atfliates. Thy e-mail i:~. inlen:led srlely (or the use of the mJieidual or entity it which A is a
ddressed. I(you are not the intended reupient of

T his r,-mail, you are, f:ereby notified that any dissemination, dill ~ibufiun, cupyin}~, of action taken in relation to the rcdden~s 
of ai::l r: t~achmen~s !u This e-nra:l is slricUy

prohibited end n;ay be un{aevlul. I(you ha~~e received stns email m error, please nosily the sender imrnc~diately and perrnan
en~iy delete the oriyinal and any copy o(this e-

maol and any prir,fouL 17iar,k You

Confidential —Subject to FOIA Exemption 4 NORTHRIDGE_0015990
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Jeon, Christine B.

From: chelsea.mccarthy@hklaw.com
Sent: Tuesday, June 04, 2019 4:08 PM
To: Jeon, Christine B.; Jose.Sierra@hklaw.com; Tammy.Tabush@hklaw.com
Cc: O'Hair, Dee A.; Hartman, Amy Flaherty
Subject: RE: Northridge - response to questions raised on 5/30/19 call

Christine, 
 
You asked during our call last Thursday why Northridge (or its affiliates) issued promissory notes after March 31, 2019.   
                 

Answer:  The client issued two new promissory notes to bring in new capital in the normal course of business 
during this time period, after taking steps with its counsel to confirm that these new promissory notes issued fell 
within an applicable exemption to registration.   

 
You also asked what the funds from those promissory notes were used for. 
 

Answer:  The client uses promissory notes as a means to supplement working capital and refinance 
debt.  Accordingly, the proceeds from the two new promissory notes were used to pay: a settlement on a 
lawsuit involving two properties it sold in 2016, legal fees, finders fees, principal of matured promissory notes 
and interest expenses affiliated with outstanding promissory notes, and expenses related to the operation of the 
properties Northridge Holdings manages, including heat, water, utilities, maintenance, capital improvement, 
mortgage payments.  The specifics of the payments would be reflected in the account ledgers that the client has 
committed to producing by June 10, 2019. 

 
Regarding an updated investor spreadsheet, the client intends to produce a spreadsheet identifying all former investors 
from 2012 to the present no later than June 17, 2019.  Phone numbers will be included.  Please note that this is manual 
process for the client, who is prioritizing requests based on the deadlines we have committed to and is working 
diligently to get you the materials requested. 
 
Regards, 
 

Chelsea McCarthy | Holland & Knight 

Partner 

Holland & Knight LLP 

131 South Dearborn Street, 30th Floor | Chicago, Illinois 60603 

Phone 312.715.5768 | Fax 312.578.6666 

chelsea.mccarthy@hklaw.com | www.hklaw.com  
________________________________________________ 
Add to address book | View professional biography  

 

From: Jeon, Christine B. <JeonC@SEC.GOV>  
Sent: Monday, June 3, 2019 3:59 PM 
To: McCarthy, Chelsea Ashbrook (CHI ‐ X65768) <chelsea.mccarthy@hklaw.com>; Sierra, Jose P (BOS ‐ X72058) 
<Jose.Sierra@hklaw.com>; Tabush, Tammy (CHI ‐ X66028) <Tammy.Tabush@hklaw.com> 
Cc: O'Hair, Dee A. <OHAIRD@SEC.GOV>; Hartman, Amy Flaherty <HartmanA@SEC.GOV> 
Subject: RE: Northridge ‐ response to questions raised on 5/30/19 call 
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[External email]  

Ok, thank you for the update. 
 
When do you think you will have the updated investor spreadsheet (with phone numbers and adding all investors since 
2012)? 
 
 

From: chelsea.mccarthy@hklaw.com [mailto:chelsea.mccarthy@hklaw.com]  
Sent: Monday, June 03, 2019 3:56 PM 
To: Jeon, Christine B.; O'Hair, Dee A.; Hartman, Amy Flaherty 
Cc: Jose.Sierra@hklaw.com; Tammy.Tabush@hklaw.com 
Subject: RE: Northridge - response to questions raised on 5/30/19 call 
 
Christine, 
 
We will provide these answers tomorrow.  
 

You asked on our call yesterday why Northridge/its affiliates issued promissory notes after March 31, 2019 and 
what the funds were used for.  The client is still in the process of gathering that information and will have it for 
you on Monday.   

 
Regards, 
 

Chelsea McCarthy | Holland & Knight 

Partner 

Holland & Knight LLP 

131 South Dearborn Street, 30th Floor | Chicago, Illinois 60603 

Phone 312.715.5768 | Fax 312.578.6666 

chelsea.mccarthy@hklaw.com | www.hklaw.com  
________________________________________________ 
Add to address book | View professional biography  

 

From: McCarthy, Chelsea Ashbrook (CHI ‐ X65768)  
Sent: Friday, May 31, 2019 4:26 PM 
To: 'Jeon, Christine B.' <JeonC@SEC.GOV>; O'Hair, Dee A. <OHAIRD@SEC.GOV>; Hartman, Amy Flaherty 
<HartmanA@SEC.GOV> 
Cc: Sierra, Jose P (BOS ‐ X72058) <Jose.Sierra@hklaw.com>; Tabush, Tammy (CHI ‐ X66028) 
<Tammy.Tabush@hklaw.com> 
Subject: Northridge ‐ response to questions raised on 5/30/19 call 
 
Christine, 
 
You asked on our call yesterday why Northridge/its affiliates issued promissory notes after March 31, 2019 and what the 
funds were used for.  The client is still in the process of gathering that information and will have it for you on Monday.   
 
You asked whether Northridge and its entities have financial statements.  I mis‐spoke when I said Northridge does 
not.  That was my understanding at the time of our call yesterday, but the client clarified for me that Northridge and all 
of its affiliates do have both Balance Sheets and Profit & Loss Statements.  We will provide those by next Wednesday, 
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June 5th.  The client will also produce its general ledgers for all of its entities for the time period January 1, 2012 to the 
present.  Due to the volume of material in the general ledgers, the client plans to produce those no later than June 10th. 
 
You also asked what internal appraisals the client has for the properties and the volume of those materials.  The client 
assigns a value to each of the properties it owns based on comparable properties and information from real estate 
professionals. The client will provide what information it has on how it reached those values no later than June 5th. 
 
Regarding investor call recordings, the client reports that it does not have any recording that it provides to 
investors/potential investors (nor has it ever).  We have produced the one recorded call with investors that the client 
had within the past few months. 
 
See attached list of additional bank accounts not previously given.  We apologize for any confusion on the bank account 
issue.  Any omission was certainly not intentional.  The February 1, 2015 subpoenas, which request the entity bank 
account information, are directed to Northridge, Eastridge, Amberwood, and Unity Investment Group and do not 
encompass any affiliate entities.  The client’s response to that request was prior to the time of the May 1, 2019 
subpoena that encompassed all the affiliates.  The client reports that he/his wife have no other personal bank accounts 
that have not been disclosed.   
 
Regards, 
 
 

Chelsea McCarthy | Holland & Knight 

Partner 

Holland & Knight LLP 

131 South Dearborn Street, 30th Floor | Chicago, Illinois 60603 

Phone 312.715.5768 | Fax 312.578.6666 

chelsea.mccarthy@hklaw.com | www.hklaw.com  
________________________________________________ 
Add to address book | View professional biography  

 

Our Chicago office will have a new address as of July 1st: 
150 North Riverside Plaza, Suite 2700 | Chicago, IL 60606 
 
Our phone numbers and email addresses will remain the same. 

 

 
NOTE: This e-mail is from a law firm, Holland & Knight LLP (“H&K”), and is intended solely for the use of the individual(s) to whom it is 
addressed. If you believe you received this e-mail in error, please notify the sender immediately, delete the e-mail from your computer and 
do not copy or disclose it to anyone else. If you are not an existing client of H&K, do not construe anything in this e-mail to make you a client 
unless it contains a specific statement to that effect and do not disclose anything to H&K in reply that you expect it to hold in confidence. If 
you properly received this e-mail as a client, co-counsel or retained expert of H&K, you should maintain its contents in confidence in order to 
preserve the attorney-client or work product privilege that may be available to protect confidentiality. 
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Real Estate Investments 1 2 3 4 5 6 7 8 9 10 11

1
Timber Lake Apts.                  

West Chicago
576 Apts. 100.00% $5,274,590 $2,537,223 $2,737,367 $1,372,871 $1,364,496 $46,250,000 $23,314,911 $22,935,089 $12,250,000 $30,000,000

2 561 Deere Pk Circle Bartlett 192 Apts. 100.00% $2,050,792 $1,137,345 $913,447 $478,004 $435,443 $15,500,000 $9,535,170 $5,964,830 $3,800,000 $13,150,000

3 610 Lincoln  Addison 96 Apts. 100.00% $995,012 $519,215 $475,797 $338,726 $137,071 $8,300,000 $5,364,767 $2,935,233 $2,300,000 $7,600,000

4
106 Surrey              Glen 

Ellyn
46 Condos 100.00% $410,172 $302,306 $107,866 $136,062 ($28,196) $6,300,000 $3,364,475 $2,935,525 $2,000,000 $5,002,500

5 139 S. Austin Chicago 31 Apts. 100.00% $277,125 $182,204 $94,921 $45,605 $49,316 $1,900,000 $1,105,250 $794,750 $142,400 $850,000

6 149 N. Mason Chicago 25 Apts. 100.00% $175,472 $98,489 $76,983 $27,797 $49,186 $1,300,000 $667,933 $632,067 $115,000 $695,000

7
441 & 480 Lake Shore Dr. 

Palatine
5 Condos 100.00% $63,655 $40,022 $23,633 $16,619 $7,014 $900,000 $359,766 $540,234 $441,128 $656,250

8 5097 Elston Chicago 20 Offices 100.00% $60,520 $90,510 ($29,990) $18,607 ($48,597) $1,200,000 $363,236 $836,764 $224,020 $535,000

9
22W371 Emerson    Glen 

Ellyn
1 House 100.00% $13,600 $8,365 $5,235 $18,502 ($13,267) $400,000 $259,834 $140,166 $71,102 $400,000

10 Midtown #H1003 Miami 1 Condo 100.00% $17,950 $8,827 $9,123 $0 $9,123 $320,000 $0 $320,000 $291,821 $310,000

11 Bank Escrows $0 $0 $0 $0 -$                1,660,440$    $5,400,000 ($3,739,560) $0 $0

Totals   $9,338,888 $4,924,506 $4,414,382 $2,452,793 $1,961,589 $84,030,440 $49,735,342 $34,295,098 $21,635,471 $59,198,750

Interest 
Paid

Type
Northridge Real Estate 

Investment Summary 12/31/2014
% Owned

 Gross 
Income

Expenses
Net 

Operating 
Income

Debt
Equity             
(7-8)

Investor 
Capital

Cost 
Total Cash 
Flow (4-5)

Real Estate 
Value 

Estimate

MS(GM)001644
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Real Estate Investments 1 2 3 4 5 7 8 9 10 11 12 13

1

Timber Lake Apts.                  
West Chicago

576 Apts.
100% $5,705,110 $3,211,104 $2,494,006 $1,339,161 $1,154,845 $56,500,000 $22,555,453 $33,944,547 $12,250,000 $30,000,000 $706,615

2

561 Deere Pk Circle 
Bartlett

192 Apts.
100% $2,087,623 $1,252,100 $835,523 $462,761 $372,762 $18,800,000 $9,194,113 $9,605,887 $3,800,000 $13,150,000 $240,271

3 610 Lincoln  Addison 96 Apts. 100% $1,104,405 $567,612 $536,793 $236,554 $300,239 $8,900,000 $5,700,000 $3,200,000 $2,300,000 $7,600,000 $48,107

4

106 Surrey              
Glen Ellyn 46 Condos 100% $602,688 $306,720 $295,968 $129,410 $166,558 $6,300,000 $3,268,207 $3,031,793 $2,000,000 $5,002,500 $65,544

5

139 S. Austin 
Chicago 31 Apts.

100% $3,750 $75,000 $75,000

6

149 N. Mason 
Chicago

25 Apts.
100% $3,750 $75,000 $75,000

7

441 & 480 Lake 
Shore Dr. Palatine

5 Condos 
100% $67,501 $13,218 $54,283 $14,450 $39,833 $900,000 $342,194 $557,806 $441,128 $656,250 $10,349

8 5097 Elston Chicago 20 Offices 100% $175,006 $116,055 $58,951 $16,379 $42,572 $1,450,000 $346,112 $1,103,888 $224,020 $535,000 $37,307

9

22W371 Emerson         
Glen Ellyn

1 House
100% $6,000 $7,544 ($1,544) $12,825 ($14,369) $400,000 $235,389 $164,611 $71,102 $400,000

10

Midtown #H1003 
Miami

1 Condo
100% $18,982 $9,721 $9,261 $0 $9,261 $320,000 $0 $320,000 $291,821 $320,400

11 Azlan Group LLC 
 39 Lots       
1 House 100% 6,600$              13,525$       (6,925)$       $0 (6,925)$       $665,000 $0 $665,000 $939,000 $939,000

12 Bank Escrows $0 $0 $0 $0 -$                1,108,193$      $5,500,000 ($4,391,807) $0 $0 $1,108,193

Totals   $9,773,915 $5,497,599 $4,276,316 $2,211,540 $2,072,276 $95,493,193 $47,141,468 $48,351,725 $22,317,071 $58,603,150 $1,108,193

Bank 
EscrowsCost 

Investor 
Capital

Equity             
(8-9)Debt

Type Total Cash 
Flow (4-5)

Real Estate 
Value Estimate

Northridge Real Estate 
Investment Summary 

12/31/2016 % Owned  Gross Income Expenses

Net 
Operating 

Income
Interest 

Paid

MS(GM)001645
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Real Estate Investments 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15

1
Timber Lake Apts.  

West Chicago
576 Apts. 100% $5,900,016 $3,200,375 $2,699,641 $1,555,392 $1,144,249 $58,300,000 $21,391,381 $536,000 $4,664,000 $31,708,620 $8,750,000 $22,958,620 $30,000,000 $812,821

2 TLSA 100% $7,700,000 $0 $0 $616,000 $7,084,000 $3,500,000 $3,584,000

3
561 Deere Pk Circle 

Bartlett
192 Apts. 100% $2,339,231 $1,159,898 $1,179,334 $656,703 $522,631 $22,000,000 $8,681,248 $2,895,995 $1,760,000 $8,662,757 $3,800,000 $4,862,757 $13,150,000 $228,164

4 610 Lincoln  Addison 96 Apts. 100% $1,111,841 $625,787 $486,054 $233,002 $253,052 $10,500,000 $5,508,938 $1,579,293 $840,000 $2,571,769 $2,073,426 $498,343 $7,600,000 $88,486

5
106 Surrey    Glen 

Ellyn
48 Condos 100% $835,397 $362,167 $473,230 $153,719 $319,511 $7,000,000 $3,041,752 $4,444,764 $560,000 ($1,046,516) $2,000,000 ($3,046,516) $5,002,500 $59,591

6
441 & 480 Lake Shore 

Dr. Palatine
2 Condos 100% $381,509 $36,212 $345,297 $91,105 $254,192 $320,000 $0 $961,725 $25,600 ($667,325) $618,323 ($1,285,648) $250,000 $26,327

7 5097 Elston Chicago 20 Offices 100% $155,606 $115,630 $39,976 $32,258 $7,718 $1,300,000 $626,068 $345,487 $104,000 $224,445 $230,000 ($5,555) $535,000 $13,445

8
22W371 Emerson  

Glen Ellyn
1 House 100% $3,300 $34,855 ($31,555) $0 ($31,555) $400,000 $202,637 $340,000 $32,000 ($174,637) $71,102 ($245,739) $375,000

9 Midtown #H1003 Miami 1 Condo 100% $19,942 $22,804 ($2,861) $0 ($2,861) $260,000 $0 $20,800 $239,200 $321,410 ($82,210) $320,400

10 Bank Escrows/loans 100% $0 $0 $0 $0 -$    $1,228,834 $0 $1,228,834 $0 $1,228,834 $0 $1,228,834

Totals  $10,746,842 $5,557,727 $5,189,116 $2,722,179 $2,466,937 $109,008,834 $39,452,024 $11,103,264 $8,622,400 $49,831,146 $21,364,261 $28,466,885 $57,232,900 $1,228,834

Northridge Real Estate 
Investment Summary 

12/31/2018    (8/08 
Debt Amounts)

% 
Owned

 Gross Income Expenses
Net Operating 

Income
Cost Bank EscrowsType

Total Cash 
Flow (4-5)

Real Estate 
Value Estimate

Debt Other Loans
Equity  

(7-8-9-10)
Investor CapitalInterest Paid Gross Profit  8% Closing Cost

MS(GM)001646
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From:
To: Glenn Mueller
CC:
Sent: 6/23/2015 225:54 PM
Subject: RE: Payments

Glenn,

will relay that information back to our accountants. I believe that at our meetng you requested that the payments were to be applied to the smallest ban first. We are
concerned that our accountants, our banks, and our family will wonder why there are no payments being applied to all three loans. In fact, my accountant replied with the
specific question of payments io all three notes when I sent him the schedule of payments that you plan to make. Since they all grry the same interest rate, we don't see
any net difference in how the payments are applied.

We would prefer to spread the payments out over all three loans and wild plan to proceed accordingly. Also, you noted that after you make the payments you describe, you
will equal the 520,000 per month goal. If I read things correctly, you would have to pay $120,000 by June 30 to do that.

had Tracy update your current position on the notes to help me see where this is at. Here is what she calculated. According to this, you are accumulating just under
$10,000 per month in current interest so only haI of your payments are whittling down okl interest. Also, iF the Fed ever raises interest rates, your race will go up
accordingly.

Loan 1t 1
Principal Balance $1,148,120.14 at 6°h for 365 days is $68,893.75 yearly interest. (Currenty owes $653,394.27 in back interest.)

Loan # 2
Princpal Balance $500,000.00 at 6°h for 365 days is $30,003.00 yearly interest. (Curcently owes $154,258.92 in back interest.)

Loan 1F 3
Principal Balance $250,000.00 at 6°h for 365 days is $15,001.50 yearly interest. (Currently owes $56,595.90 in back interest.)

It will take Glenn 3 years 6 months to pay for the back interest that he owes as of 6/15/15 providing he makes the $20,000.00 payment every month. This does
not take into account the interest that is currently accruing on these loans.

This is the reason that we have had the elevated level of concern when we have talked to you about these notes. The unpaid interest is a pretly deep hole to dig out of and
will take more than just an amortization schedule payment amount.

From: Glenn Mueller [mailto:gmueller~northridgeftd.com]
Serrt: Monday, June O8, 2015 4:16 PM
To:
Ce:
Subject: RE: Payments

The Hates ere cofleciable and can remain as'c~frrer~ly receivable"

As you know we have bean in the ~racess of refinancing Chablis ApastmFnts 1610 Linccin L.P.3. That is scheduled fo close t~ end of this mar~th. As you
havE seen with the other financings ai Timber Lake and Efartlekt Lake, the banks want tc see cash in the accounts.

We had told you that aye were going #o rEsume sending $20.00G a month or its annual equiva4ent starting in Spring. VVe made a ~LE3,+J04] payment to you
in March. VHS have held back the last 2 - $20,C~f1u monthly payments uritif we dose the refinancing, in ordEr to qualiy easier.'JVe will be making a $:?U,O~

paymer~t to you June 15~'` and a pay~nen! in July of 55fl,000 that wrili equal the $2 ,000 e mar6h goal. Nf that point our payments on our notes vrill equal
$10G,C)OJ sa far This year.

Glenn

From:
Sent: Friday, May 29, 2015 4:11 PM
To: Glenn Mueller
Cc:
Subject: Payments

Glenn,

received the following in an email from our accountant. I am going to tell them that we received one payment in 2015 and we assume the entire amount is still coYectible.
will bse my credibility with them if something doesn't change and the payments don't start coming in regularly. Here were thei questions -

"I have another question for you after our manager review stage. Regarding a couple of your notes receivable balances wRh Northridge, Bartlett, and Westwood Apartments
having not made any payments to  in the pest couple years. Do you still believe that the entire balance of these axounts is colledible or should there be an
albwance set up for a portion of the ouisfanding balance that might not be collected on7 If the entire balance is still expected to be collected is there any timeframe as to
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how soon payments could start to be made again? In conjunction with that, do you have any documentation or rationale behind your estimate of what you think is the
current portion of those outstanding balances? I knowthat no paymenTs have been made recently and that can change from year to year, but are those amounts shown as
current your best estimate as to what could potentially be paid during the year or are they what you actually expect to receive from them during 2015?"

They vaill not let me continue to show the dollar amounts as a current receivable 'rf they are not actualty being paid to us. Based on your payment history, what do you
suggest f hat I tell them?

Also, it is safe to say that our family is going to need fo see monthly payments, or an annual equivalent, during the remainder of 2015 and each year going forward. I know
the family is going to ask me the same questions about your notes when we meet next month. We have been more than patient with the fact That these notes were
allowed to get this large and the lack of payment for many years. Please take immediate action on this to avoid our needing to take additional steps to remedy fhe
situation.

Thank you,
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