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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF GEORGIA
ATLANTA DIVISION

FEDERAL TRADE COMMISSION

and STATE OF GEORGIA
Plaintiffs. Civil Action File No:

1:16-cv-3591-AT

V.

)
)
)
)
)
)
)
LAPTOP & DESKTOP REPAIR )
LLC, )
A Nevada Limited Liability )
Company, also )
d/b/a cashforiphones.com, )
cashforlaptops.com, ecyclebest.com, )
smartphonetraders.com, sell-your- )
cell.com; and VADIM OLEGOVICH )
KRUCHININ, also a/k/a Vadim )
Kruchinin, David Kruchinin, David )
Vadim Kruchinin, Dave Kruch, as the )
owner and an officer of Defendant )
Laptop & Desktop Repair, LLC, )

Defendants

RECEIVER’S FIRST REPORT

NOW COMES Hays Financial Consulting LLC and S. Gregory Hays, the
duly authorized and acting Receiver herein (the “Receiver”) by and through its
undersigned counsel and makes and files the Receiver’s First Report to the Court

and states as follows:
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INTRODUCTION

On September 26, 2016, this Court entered its “Ex Parte Temporary
Restraining Order With an Asset Freeze and Other Equitable Relief, and Order to
Show Cause Why a Preliminary Injunction Should Not Issue” (the “TRO”).
Among other things, the TRO provided for the appointment of the Receiver and set
forth the Receiver’s duties and obligations. The Receiver was appointed as the
Receiver for Defendant Laptop & Desktop Repair, LLC that is defined in the TRO
as the “Receivership Defendant”. Among the duties assigned to the Receiver was
the requirement, set forth in Section XVI of the TRO, that the Receiver file a
Report with the Court on or before the date set for hearing to Show Cause
regarding the Preliminary Injunction regarding the following:
(1)  the steps taken by the Receiver to implement the terms of this Order;
(2) the value of all liquidated and unliquidated assets of the Receivership
Defendant;

(3) the sum of all liabilities of the Receivership Defendant;

(4) the steps the Receiver intends to take in the future to (a) prevent any
diminution in the value of the assets of the Receivership Defendant,
(b) pursue receivership assets from third parties, and (c) adjust the

liabilities of the Receivership Defendant, if appropriate;
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()

(6)

1.

whether the business of the Receivership Defendant can be operated
lawfully and profitably; and
any other matters which the Receiver believes should be brought to

the attention of the Court.

REPORT

I. Steps Taken by the Receiver to Implement the terms of the
TRO.

A. Appointment and Initial Preparation

The Receiver was advised of the TRO and the appointment of the

Receiver by the FTC on September 26, 2016. The FTC provided the Receiver with

a copy of the TRO. The Receiver was advised that the filing of the lawsuit and

TRO were under seal and that the FTC had made arrangements with law

enforcement officials to enter the premises of the Receivership Defendant on

Thursday, September 29, 2016. The FTC advised the Receiver that the Receiver

should plan on entering the business premises of the Receivership Defendant in

Sparks, Nevada at that time.

2.

The Receiver noted that the TRO required the Receiver to post a

bond. The Receiver procured a bond in accordance with the TRO which is

attached as Exhibit “A”.
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3. Immediately after the appointment, the Receiver designated S.
Gregory Hays and Scott Askue to work on the engagement and to travel to Sparks,
Nevada to enter the business premises on September 29. Messrs. Hays and Askue
reviewed the TRO and voluminous other pleadings and documents to prepare for
the engagement and made arrangements to travel to Sparks.

4. The Receiver also retained Henry F. Sewell, Jr. of the Law Offices of
Henry F. Sewell, Jr. LLC to serve as his counsel in this matter. Mr. Sewell also
began to review documents and materials related to the matter and made
arrangements to travel to Sparks.

5. Prior to the filing of this lawsuit, the Receiver provided a written
proposal to the FTC to serve as Receiver in this case. This will confirm that the
Receiver will staff this matter in accordance with that proposal and that the hourly
rates charged by the Receiver herein will be in accordance with that proposal.

6. Prior to travelling to Sparks, the Receiver and his counsel conferred
with the FTC. The FTC provided the Receiver with information about the case and
further advised the Receiver of the specific steps they had already taken to gain
access to the business premises. The Receiver was given a list of contacts and was
instructed to meet with the FTC at the offices of the Sparks Police Department at

7:30 am on September 29. The Receiver was advised that the Sparks Police
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Department would accompany the Receiver and the FTC to the business premises
of the Receivership Defendant.

7. The Receiver was further advised that the FTC had already identified
several financial institutions at which the Receivership Defendant had (or might
have) bank accounts and that the FTC intended to notify these banks of the TRO
on the morning of September 29 at about the same time as the planned entry of the
business premises of the Receivership Defendant.

8. The Receiver was also advised that the FTC had assembled a
computer forensic team to immediately begin copying the Receivership
Defendant’s computer files. For this reason, the Receiver did not employ his own
computer forensic to copy electronic data.

B.  Entry of the Business Premises

0. On September 29, Messrs. Hays, Askue and Sewell accompanied the
FTC to the offices of the Receivership Defendant, located at 84 Coney Island
Drive, Sparks, Nevada. Several officers and detectives of the Sparks Police
Department made the initial entry into the offices of the Receivership Defendant.
All of the employees then working immediately ceased their activities, were
instructed to step away from their computers and desks and were collected at the

front of the building. A process server employed by the FTC served a copy of the
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TRO upon Vadim “David” Kruchinin upon entering the premises. Mr. Kruchinin
is a named defendant in this case and the owner of the Receivership Defendant.

10. Following entry into the premises, the Receiver undertook the
following tasks:

A. Gregory Hays met with Mr. Kruchinin to solicit his cooperation,
make sure he understood the terms of the asset freeze and TRO and
to obtain basic facts about the activities of the Receivership
Defendant;

B. The employees were each given a questionnaire to complete, the
form of which is attached hereto as Exhibit “B”’;

C. The Receiver team conducted a physical inspection of the business
premises of the Receivership Defendant;

D. The Receiver met with the employees of the Receivership
Defendant to explain what was happening and to request their
cooperation and assistance;

E. The Receiver collected all keys and swipe cards, obtained alarm
codes and arranged for a locksmith to change all of the locks; and

F. The Receiver began seeking out critical documents and
information particularly information regarding bank accounts and

assets. The Receiver did not take immediate control of the
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Receivership Defendant’s computer systems since the FTC
immediately began to copy all hard drives and data.

11. With very few exceptions, the employees of the Receivership
Defendant remained calm and fully cooperated with the Receiver. Each employee
requested to fill out a form did so. After the forms were filled out, each employee
was interviewed by a member of the Receiver team. Approximately 45 employees
were working at the Receivership
Defendant on the morning of September 29 and each was interviewed. The
impression of the members of the Receiver team was that many of the employees
were not surprised by the actions taken by the FTC.  The vast majority of these
employees were sent home within two hours of the Receiver entering the building
and were permitted to take any of their personal possessions. No employee was
permitted to remove any papers or documents from their desks and no destruction
of documents or data was witnessed by either the members of the Receiver team or
the FTC.

12. Members of the Sparks Police Department remained on site for the
entire day to make sure that the premises was secured and to ensure that no one
entered or exited the premises without the consent of the Receiver.

13.  Approximately two hours after first arriving at the facility, corporate

counsel for the Receivership Defendant appeared and asked to review the TRO and
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other pleadings. This attorney then reviewed the TRO and met separately with Mr.
Kruchinin and other senior managers of the Receivership Defendant. Counsel for
the Receiver then met with counsel for the Receivership Defendant to further
discuss the TRO and the status of the case.
14.  During the initial interviews with employees, managers and counsel,
the Receiver attempted to obtain the following information:
A. The status of the Receivership Defendant’s business operations and
the role of each employee;
B. The identity of bank accounts used by the Receivership Defendant
or its affiliates;
C. The identity and location of assets owned by the Receivership
Defendant;
D. All entrances and exits to the business premises to ensure that the
business premises and records were secured;
E. The identify of liabilities or obligations of the Receivership
Defendant;
F. Whether the Receivership Defendant was still engaged in the sales
practices which served as the bases of the FTC’s complaint in this

case; and
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G. Any immediate business issues requiring the attention of the
Receiver.
C. Initial Findings

15. The scope and size of the Receivership Defendant’s business
operations were significant. The Receivership Defendant operates its business
from offices and a warehouse contained in a single building. The offices and
warehouse are almost completely filled with documents, inventory and other
equipment. Pictures taken by the Receiver are attached as Exhibit “C” to this
Report.

16.  As noted below, the Receiver in informed that a definitive inventory
report exists for the Receivership Defendant but the Receiver has not yet been able
to locate a copy of it. However, a visual inspection of the premises indicates that
the Receivership Defendant has at least several hundred, if not thousands, of
smartphones on site as well as thousands of parts of laptops, which it has listed for
sale. There are also numerous phones and laptops in various states of assembly
and repair. The Receiver was advised that the Receivership Defendant sold
between 150 and 250 smartphones per day in addition to a substantial amount of
laptop parts.

17.  The Receiver was able to confirm many of the allegations in the FTC

Complaint, including that the Receivership Defendant’s business consists of the



Case 1:16-cv-03591-AT Document 15 Filed 10/05/16 Page 10 of 36

purchase and resale of smartphones and laptop equipment. With respect to
smartphones, the Receivership Defendant purchases the smartphones both from
consumers and from wholesalers. ~ With respect to purchases from consumers
(“Consumer Purchases™), the Receivership Defendant inspects each phone it
receives and often refurbishes or repairs these phones before re-selling them. With
respect to wholesale purchases (“Wholesale Purchase”), the Receivership
Defendant purchases already refurbished phones from wholesalers located both in
the United State and in China and then re-sells these phones, often on EBay or
Amazon.  Generally speaking, the smartphones acquired from Wholesale
Purchases do not require refurbishing or repair and are listed for sale as soon as (or
even before) they are received by the Receivership Defendant. The Receivership
Defendant sells virtually all of its inventory through EBay, Amazon or other
internet sites.

18.  With respect to laptops, the Receivership Defendant acquires laptops,
primarily from consumers, which it then disassembles for re-sale of parts (the
“Laptop Business”). The Receivership Defendant does not sell entire laptops and
its Laptop Business consists entirely of the sale of laptop parts. The Receivership
Defendant dedicated a significant portion of its warehouse to the disassembly of

laptops and storage of laptop parts for re-sale.
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19. The Complaint filed by the FTC alleges that the Receivership
Defendant engaged in deceptive trade practices with respect to the acquisition of
both smartphone and laptops from consumers. The Complaint essentially alleges
that the Receivership Defendant engaged in a classic “bait and switch” with respect
to the acquisition of smartphones and laptops from consumers, i.e, the
Receivership Defendant would advertise high acquisition prices and then pay a
much lower price after receiving the phone while ignoring or rejecting attempts by
consumers to get their equipment back or to obtain higher prices when they learned
of the lower price actually paid.

20. During the course of employee interviews, it appeared to the Receiver
that there was widespread knowledge of this practice by the Receivership
Defendant. Several employees claimed that they were told that the low prices were
designed to encourage consumers to make counter-offers. Others stated that they
had been told that the Receivership Defendant would cease Consumer Purchases
and would instead acquire inventory solely through Wholesale Purchases. Finally,
there were employees who refused to work in consumer relations because of these
practices and limited their work to either technical support or the sale of equipment
to third parties on EBay and other websites. Many employees were aware of news
reports regarding the activities of the Receivership Defendant and had viewed a

national TV news story about the company.
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21. During initial employee interviews, both rank and file employees and
Mr. Kruchinin advised the Receiver that the business was in the process of
changing its business model to stop Consumer Purchases and to focus solely on
acquiring smartphones from wholesalers for resale. The Receiver’s impression is
that the Receivership Defendant, its management and employees knew that the
Consumer Purchases could not continue and that it had to find a new business
model in order to continue in business.

22.  The majority of the employees of the Receivership Defendant were
very cooperative and turned over all information requested by the Receiver and
spoke freely with the Receiver regarding their impressions of the Receivership
Defendant and its management. Many of these employees had worked for the
Receivership Defendant for several years. As noted above, several employees
openly commented that they had expected something like this to happen. The
Receiver was also advised that the employees were two weeks in arrears on payroll
and that the next payroll was scheduled for October 3, 2016.

23.  In particular, the financial manager for the Receivership Defendant
was very cooperative and printed copies of balance sheets, profit and loss
statements, current payroll registers, select vendor registers and accounts
receivable and payable. However, this person also told the Receiver that she relied

entirely upon information received from the senior management, particularly Mr.
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Kruchinin in preparing this information.  The Receiver was advised that this
information had never been audited by an outside accounting firm.

24. There were, however, three critical pieces of information which the
Receiver sought to obtain but which it was unable to obtain. The Receiver believes
it will ultimately be able to obtain this information through direct access to the
Receivership Defendant’s computer systems and further investigation.

25. First, and most critically, the Receiver wanted an accurate inventory
of all equipment on the business premises. The Receiver was advised by
employees that each time a smartphone or laptop was received, it was placed in a
bag and assigned a unique identifying number. These employees advised the
Receiver that a bar code reader could be used to easily obtain information about
each product. It did appear to the Receiver that the Receivership Defendant kept
accurate and detailed records of its inventory. However, only two employees had
access to the complete inventory report. The first was Timothy Bean, who was
generally in charge of the Receivership Defendant’s computers. He was
apparently the only employee who could generate inventory reports from the
Defendant’s computer system. Although Mr. Bean was initially cooperative and
agreed to print out this report, he asked that he be excused from the offices to pick
up his child. At the time he asked to be excused his computer had been

disassembled by the FTC and was being copied. He promised to return later in the
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day to print out the report after he picked up his child and after the FTC finished
copying his computer. Mr. Bean then failed to return to the office and the Receiver
1s in the process of seeking to obtain his cooperation. As noted below, the Receiver
has been given a balance sheet which contains a value for the inventory but still
requires a detailed report. Similarly, Defendant Kruchinin refused to produce these
reports although he estimated that the liquidation value of the inventory in the
warehouse was $250,000.

26. Second, the Receiver sought information as to who was responsible
for the setting of the prices for the purchase of equipment from consumers. The
lower level employees informed the Receiver that prices were established
automatically by a software program designed by Mr. Bean. One employee stated
that he thought that the prices were too low, but was told by management that the
low prices were designed to encourage consumers to negotiate with the
Receivership Defendant. These employees asserted they had no discretion in the
setting of these prices. Mr. Bean acknowledged setting up the program but stated
that prices were set by Mr. Kruchinin. Mr. Kruchinin denied setting the prices and
claimed that the prices were set by lower level employees, a claim which did not
seem credible to the Receiver. The Receiver continues to investigate this issue,
but, as of the filing of this Report, no employee has accepted responsibility for

setting the prices which served as the basis of the “bait and switch” program. The
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Receiver did learn that bonuses to the purchasing department employees were
based partially on the acquisition prices.

27. Third, the Receiver requested that Mr. Kruchinin provide log ins and
passwords for his computer accounts. Mr. Kruchinin claimed he could not
remember his password and claimed it was written on a piece of paper in his office
which he was unable to locate. The Receiver did not find Mr. Kruchinin’s claims
with respect to his password to be credible and will further address this issue and
issues related to Mr. Kruchinin below.

D. Business Issues

28.  After counsel for the Receivership Defendant reviewed the TRO and
consulted with his client, he requested a meeting with counsel for the Receiver.
Counsel for the Receivership Defendant made two requests upon the Receiver.
First, the Receivership Defendant expressed concerns that the Receivership
Defendant had several hundred phones listed for sale on EBay. The concern was
expressed that orders were being processed for sale with consumers making
payments at the time of purchase and that the orders would not be processed. The
Receivership Defendant requested that all pending offers be removed from the
internet. The Receiver agreed with this request and authorized an employee of the
Receivership Defendant (under the supervision of an FTC computer expert) to

remove all phones listed for sale on eBay and Amazon.
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29. Second, the Receivership Defendant advised the Receiver that
approximately seven hundred (700) orders had been processed from Receivership
Defendant through EBay but that the items ordered had yet been shipped by the
Receivership Defendant. Some of these orders were boxed and ready to be
shipped while others had not yet been prepared for shipment. The Receivership
Defendant requested permission to ship these phones.

30. The Receiver denied this request for two reasons. First, the Receiver
was advised that it would take as many as five employees a full day to complete
these shipments and would cost several thousand dollars in shipping charges.
Since the Receiver is still in the process of collecting the Receivership Defendant’s
cash, the Receiver did not want to incur this liability until it was sure that sufficient
unencumbered funds existed to pay these costs. Second, the Receiver also
determined that several liens existed against the inventory and that it would be
required to consult with these lenders before authorizing any shipping of this
equipment. The Receiver does believe that these transactions should be completed
when sufficient funds are available to complete them and when the Receiver has
the consent of the Receivership Defendant’s lenders to complete these transactions.

II. Value of Receivership Assets.

31. Immediately upon his arrival on the premises, the Receiver began the

process of securing all assets on the premises and attempting to determine the
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value of those assets. In particular, the Receiver requested copies of accounting
information, balance sheets, inventories, accounts receivable and bank accounts
from employees.

32.  As noted above, the financial manager of the Receivership Defendant
cooperated with the Receiver and provided the Receiver with a balance sheet for
the Receivership Defendant which is attached as Exhibit “D”. The balance sheet
indicates total assets of approximately $2.2 Million. However, the inventory
balance reflected on the balance sheet has not been adjusted to reflect monthly
sales. The Receiver is advised that this adjustment is typically made at month’s
end. As noted above, the numbers contained in the balance sheet have not been
audited and are based entirely on information provided by Mr. Kruchinin and Mr.
Bean.

33. The balance sheet states that the Receivership Defendant has
$93,091.56 of cash in checking accounts, pending Amazon sales and in PayPal
accounts (the “Bank Accounts”). However, it is the understanding of the Receiver
that the Bank Accounts were reconciled to the actual bank account balance two
days in arrears and may not reflect the most current cash balance. The cash
available in bank accounts identified by the Receiver and for which it has

determined the balance is only $65,529.38.
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34. The Receiver has now determined that Defendant Kruchinin arranged
to transfer $22,000 from Pay Pal accounts to an entity known as Happy Smile
LLC. The information available to the Receiver indicates that this transfer took
place after the TRO was served upon Mr. Kruchinin. The Receiver is informed
that Happy Smile LLC is controlled by a woman with whom Mr. Kruchinin is
alleged to be romantically involved. The address on record with the Nevada
Secretary of State for the registered agent and officer of Happy Smile LLC is Mr.
Kruchinin’s home address. The Receiver is currently investigating these transfers
and has made a demand for the return of these funds. The Receiver intends to
bring a contempt motion with this Court, if necessary, to recover these amounts.

35.  With respect to inventory, the Receiver has not confirmed the stated
value of the inventory on the balance sheet which is $1,471,914.10. As noted
above, the Receiver has been informed that this was a value given to the company
bookkeeper by senior management and not verified by her or by an auditor and
does not reflect reductions due to sales during the month of September. Moreover,
the Receiver has learned that inventory may have been shipped to other addresses
and not included in these calculations. The Receiver is investigating the current
whereabouts of this inventory.

36.  With respect to the inventory, there are several categories of inventory

stored at the Receivership Defendant’s business premises. First, the Receivership
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Defendant has segregated phones and laptops received from consumers which have
not yet been processed or paid for by the Receivership Defendant. This inventory
is stored in a separate cage in the warehouse and it appears that each item has been
placed in a plastic bag and logged into the Receivership Defendant‘s inventory
accounting system (the “Unboxed Consumer Equipment”). The Receiver believes
that this inventory is covered by Section XI of the TRO and that the Receiver is
obligated to return this inventory to the affected consumers. The Receiver is in the
process of attempting to determine the cost of returning this equipment as well as
consulting with financial institutions asserting liens against inventory to determine
whether any competing liens are asserted.

37.  Second, the Receivership Defendant has also received a large number
of packages which have not been opened. These unopened packages fit within two
categories. The first category consists of smartphones and laptops sent to the
Receivership Defendant as part of Consumer Purchases (the “Boxed Consumer
Equipment”). An example of the Boxed Consumer Equipment is at first page of
Exhibit “C”. The Receiver is advised that the Receivership Defendant has not paid
for these items and that these consumers are expecting to receive a price quote
from the Receivership Defendant for them. For these reasons, the Receiver
believes that the Boxed Consumer Equipment are likely included within the scope

of Section XI of the TRO and the Receiver is authorized to return these items to



Case 1:16-cv-03591-AT Document 15 Filed 10/05/16 Page 20 of 36

the consumers who sent them. The Receiver has been advised that at least some of
Boxed Consumer Equipment can still be refused by the Receivership Defendant
and returned to the sender of the package without incurring additional expense.
Given that many of these packages are from consumers seeking to sell their
smartphones or laptops, the Receiver intends to refuse delivery for as many
shipments as possible so that the Boxed Consumer Equipment is returned to as
many consumers as possible. The Receiver is also consulting with any lienholders
to determine whether they assert any liens against the Boxed Consumer
Equipment.

38. In addition to the unopened packages received from consumers, the
there are also numerous unopened boxes at the warehouse which have an “RMA”
number listed on the front. This number indicates that it is a return of a product
purchased from the Receivership Defendant (the “Boxed RMA Equipment”). The
Boxed RMA Equipment are items paid for by consumers but which have been
returned for various reasons (wrong item, wrong color, not working). Since these
items have been paid for by consumers, the Receiver also intends to reject as many
of the Boxed RMA Equipment shipments as possible. The Receiver is also
consulting with any lienholders to determine whether they assert any liens against

the Boxed Consumer Equipment.
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39. The remaining inventory consists of thousands of smartphones and
laptop parts stored in the Receivership Defendant’s warehouse which has been
acquired from both consumers and wholesalers. The Receiver believes and is
informed that the inventory received from consumers has been paid for by the
Receivership Defendant, albeit through alleged deceptive trade practices.
However, with respect to inventory purchased from wholesalers, the Receiver
located invoices in Mr. Kruchinin’s office which indicated due dates in October
and the Receiver believes that over $120,000 of the inventory has not yet been paid
for and that this inventory may be subject to reclamation claims.

40. The Receiver was advised by management and employees that the
smartphones generally sold very quickly once they were listed for sale by the
Receivership Defendant. However, the Receiver was advised that the laptop parts
generally sell very slowly. The Receiver has not yet made a determination of the
relative values of the smartphones and laptop parts in the Receivership Defendant’s
inventory.

41.  Until such time as the Receiver receives a complete inventory report,
the Receiver cannot make a determination as to the value of the inventory.

42. Because most of the Receivership Defendant’s sales are paid for by

consumers before shipment, the amount of accounts receivable is limited.
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43.  The building in which the Defendant operates its business is owned by
Coney Island 84 LLC, an entity which is believed to be under the control of Mr.
Kruchinin. The Receiver is currently investigating to determine whether this
building, which is encumbered by several mortgages, can or should be brought into
the Receivership Estate.

44. The Receiver has contacted several law firms representing the
Receivership Defendant to determine whether they are holding any retainers
provided by the Receivership Defendant. To date, these attorneys have agreed to
cooperate with the Receiver and to account for retainers received by them.

45. The Receiver also continues to investigate other assets listed in the
balance sheet including the value of furniture fixtures, equipment, pre-paid
expenses, and notes and loans payable to the Receivership Defendant

III. Liabilities of the Receivership Defendant.

46. The Receivership Defendant has substantial secured and unsecured
liabilities. Although the balance sheet attached as Exhibit “D” indicates that the
Receivership Defendant is solvent on a balance sheet basis, the Receiver has not
been able to make a final determination as to solvency and it is likely that the
Receivership Defendant is insolvent on balance sheet basis.

47.  The Receivership Defendant has pledged its inventory to support three

separate loans. The Receiver does not have the precise outstanding balances of
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these loans, but is advised that they total approximately $900,000. The Receiver
has determined that each of these lenders has filed financing statements, but the
Receiver has not yet finally determined the validity and extent of these liens.

48. In addition to secured debts, the balance sheet reflects $234,200.78 in
“Wholesale Lot Inventory Payable” for the purchase of equipment from
wholesalers which have apparently not been paid and other trade payables of
$12,364.15. In addition, the Receiver has located several invoices related to
Wholesale Purchases which do not appear to have been paid for or shipped to the
Defendant and may or may not be reflected in the Wholesale Lot Inventory
Payable.

49. The balance sheet reflects eight credit card accounts with balances
totaling $572,022.97 with one credit card having a stated balance of $375,000.
The Receiver is in the process of confirming these balances as well as any
additional charges or accruing interest due for these accounts.

50. At the time of the appointment of the Receiver, the Receivership
Defendant was in the processing payroll for payments to be made on October 3,
2016. Gross wages owed are $53,985.46 plus the employer related expenses of
$6,796.02 for a total of $60,781.48. As noted above, the funds currently available

would barely be sufficient to cover this liability. The Receiver is investigating
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whether this most recent payroll can be paid, but, at present, it appears this amount
cannot be paid.

51. The Receiver reviewed the employment files of the employees of the
Receivership Defendant. Based on this review, the Receiver determined that each
employee executed an agreement at the time he/she became an employee. This
agreement provided that the employment relationship between the Receivership
Defendant and each employee was an “at will” relationship which could be
terminated at any time by either the employer or the employee. Because the
company does not have sufficient funds to pay its employees, the Receiver intends
to proceed to formally terminate all of the employees as of September 29, 2016 so
that they can seek unemployment compensation and other benefits and also to cut
off any further exposure to the Receivership Estate. Even though the Receiver
may seek to employ several former employees on a temporary basis, the Receiver
believes that it is appropriate to terminate the employees to avoid incurring any
further liability for unpaid wages.

52. Finally, it is likely that the Receivership Defendant has significant
liability for improper trade practices in the acquisition of phones from consumers.
This amount has not yet been liquidated, but given the numbers of phones and
equipment involved, this liability, which is not reflected in the balance sheet, could

be substantial.
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IV. Receiver’s Next Steps.

53.  First and foremost, the Receiver intends to continue to investigate Mr.
Kruchinin’s apparent violations of the TRO and to seek the return of any improper
transfers. It is clear to the Receiver that Mr. Kruchinin has blatantly disregarded
the TRO.

54. Second, the Receiver also intends to seek a complete accounting of
the inventory currently on the Receivership Defendant’s premises and, based on
this, will make specific recommendations regarding the disposition of the
inventory. In the interim, the Receiver has stopped accepting packages from
consumers so that these packages are returned to their senders.

55. Third, the Receiver is in the process of reaching out to the
Receivership Defendant’s secured lenders with respect to the disposition of the
Unboxed Consumer Equipment, Boxed Consumer Equipment, Boxed RMA
Equipment and the inventory generally. The Receiver would like to engage in an
orderly disposition of this inventory, but cannot do so until the extent and validity
of liens against the inventory are addressed. The Receiver does believe that the
Unboxed Consumer Equipment, Boxed Consumer Equipment, and Boxed RMA
Equipment should be returned to the consumers who sent them; however, this
determination may be disputed by secured creditors holding liens against the

inventory of the Receivership Defendant.
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56. Fourth, the Receiver would like to retain several of the former
employees of the Receivership Defendant to assist in the disposition of the
Receivership Defendant’s inventory. The Receiver believes that it would be very
helpful to the Receivership to have several former employees assist it in organizing
and 1dentifying the inventory. In addition, there is a significant amount of clean up
work and organization work required to make the inventory available for a sale.
Again, however, the Receiver cannot retain any former employees until it
determines whether sufficient assets exist to pay these employees and whether it
can use the proceeds of inventory to pay for their services. The Receiver intends to
discuss this issue with the Receivership Defendant’s lenders.

57.  Fifth, the Receiver believes that the approximately 700 phones, tablets
and laptop parts which have been purchased by consumers but not yet shipped
should be shipped to the customers who have already paid for them. The Receiver
believes, but has not confirmed, that at least a portion of the funds in the
Receivership Estate represent the proceeds of this sale. The Receiver cannot
complete this process, however, until the Receiver can confirm that there are
sufficient available funds to pay the labor and shipping charges and ensure that
there are no liens asserted against these items.

58. Sixth, the Receiver has contacted several auction firms to determine

the viability of conducing an auction of the assets of the Receivership Defendant.
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59. Seventh, depending upon the results of negotiations with the
Receivership Defendant’s lenders, the Receiver will file a plan for the disposition
of the inventory and equipment.

60. Finally, the Receiver will continue its administration of this case with
the goal of paying creditors and making some restitution to consumers. However,
at this point, it is too early for the Receiver to make any predictions as to the
results of this case.

V.  Receiver’s Recommendations Regarding Lawful Operation
of the Business.

61. As noted above, many of the employees of the Receivership
Defendant advised the Receiver that Receivership Defendant was in the process of
changing its business model to exit the acquisition of equipment from consumers.
The Receiver believes that there is no dispute that the Receivership Defendant
cannot operate a business premised upon acquiring equipment at unfair prices from
consumers. Indeed, many of the employees had reservations about the purchases
of inventory from consumers and seemed to believe that the transition to
Warehouse Purchases would solve this problem.

62. During a meeting with David Kruchinin, he set forth a plan for the
Receivership Defendant pursuant to which it would cease buying any inventory
from consumers and would instead focus on the purchase of equipment solely from

wholesalers in commercial transactions. Pursuant to this plan, the Receivership
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Defendant would reduce its workforce from approximately 45 to less than 10. The
Receiver believes that this plan would also result in the Receivership Defendant
exiting the business of disassembling laptops and exiting this business. This plan
had clearly been discussed within the company since it was discussed by several
employees, but it is clear that Mr. Kruchinin had not mentioned to his employees
that this plan would result in the reduction of as many as 30 employees.

63. However, the Receiver does not believe, based on the information
currently available to it, that this so called “Warehouse Plan” is viable for several
reasons. First, this plan would require the Receivership to acquire inventory at a
much higher price resulting in tighter profit margins. At present, the Receivership
Defendant has no working capital and was relying on both a “float” from the
Wholesale Purchases and a recent $200,000 loan to pay operating expenses.
Indeed, had the TRO not been filed, the Receivership Defendant would have barely
been able to make payroll.

64. In addition, Mr. Kruchinin presented a summary of the “Warehouse
Plan” to the Receiver which estimated a gross profit of $60 per phone. However,
the Receiver located a spreadsheet in the Receivership Defendant’s records which
showed an average gross profit of $26 per wholesale phone, indicating that Mr.

Kruchinin was exaggerating the estimated profitability of this business.
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65.  Further, the impression of the Receiver was that this company was in
a “death spiral” at the time he took control. The Profit and Loss Statements show
significant losses during 2016 and the balance sheet shows significant outstanding
accounts payable for the wholesale inventory purchases, credit card debt and bank
loans. Although, the Receiver has not yet determined the accuracy of this data, the
Receiver must assume that the Receivership Defendant was losing money at the
time of his appointment.

66. The Receiver’s impression, based upon all of his investigation to date,
is the business model of the Receivership Defendant only works if it is premised
upon the acquisition of equipment at unconscionably low prices from consumers.
That is not a lawful business model.

67. The purported “Wholesale Plan” also ignores two significant issues
which the Receivership Defendant and Mr. Kruchinin would have to address if
they wanted to continue in business.

68.  First, the information currently available to the Receiver is that the
Receivership Defendant generated significant profits several years ago when it was
acquiring large amounts of equipment at extremely low prices from consumers. At
present, the Receiver has no information as to where these profits went and the
extent to which Mr. Kruchinin has enriched himself at the expense of consumers.

Mr. Kruchinin acknowledged that he had earned significant profits from the
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business but claimed that he had reinvested these profits in recent years. The
Receiver is currently investigating this assertion. As noted above, Mr. Kruchinin
has not been cooperative with the Receiver and there is no reason to give these
claims any credibility without a detailed accounting and disclosure by Mr.
Kruchinin. The Receiver does not believe there is any basis to permit the
Receivership Defendant to continue in business without full disclosure and tracing
of these profits.

69. Second, the “Wholesale Plan” does not contemplate any
compensation to the victims of the Receivership Defendant’s prior misconduct.
The Receiver does not believe the Receivership Defendant should pursue any
business model which cannot compensate prior victims.

70. It is clear to the Receiver that the Receivership Defendant cannot
lawfully operate a business which is premised on the acquisition of equipment
from consumers. The fact that Mr. Kruchinin so quickly proposed a business
model premised solely on acquisition of products from commercial sources
demonstrates his knowledge of this. Many of the employees were also aware of
the need to exit the business of buying inventory from consumers.

71.  The Receiver is advised and informed that other companies are in the
business of buying smartphones and computer equipment from commercial re-

sellers on a wholesale basis and selling such equipment on a retail basis to
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consumers through eBay and other internet sites. Such a business is clearly lawful,
but also must be carefully managed given the tight margins involved in this
business.

72. The only possible, lawful business model for the Receivership
Defendant going forward would be the “Warehouse Plan” outlined by Mr.
Kruchinin. However, because of (1) the very tight margins involved in the
“Warehouse Plan”; (i1) the Receivership Defendant’s existing, significant debt
burdens which would have be serviced; (ii1) the lack of transparency regarding past
business dealings, (iv) Mr. Kruchinin’s failure to cooperate with the Receiver and
to obey the TRO and (v) the inability of the Receivership Defendant to compensate
consumers for past harm, the Receiver has determined that the Receivership
Defendant should be liquidated and further business operations terminated.

VI. Other Matters.

73.  The Receiver believes that it has fully addressed the issues identified
in the TRO to the best of its ability given the limited time available to do so.
However, the Receiver must note for the Court that this case will likely require
significant time and expense on the part of the Receiver. The Receiver is not
currently in a position to make any projections or estimates regarding recoveries to

creditors or consumers in this case and will file further reports with the Court as
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information and facts are developed.

Respectfully submitted, this 5™ day of October, 2016.

LAW OFFICES OF HENRY F. SEWELL JR.,
LLC

/s/ Henry F. Sewell, Jr.
Henry F. Sewell, Jr.
Georgia Bar No. 636265
Counsel for the Receiver

Law Offices of Henry F. Sewell, Jr.
Suite 200, 3343 Peachtree Road NE
Atlanta, GA 30326

(404) 926-0053
hsewell@sewellfirm.com
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CERTIFICATE OF COMPLIANCE

This is to certify that to the best of my knowledge this document has been
prepared with one of the font and point selections approved by the Court in LR
5.1B, pursuant to LR 7. Specifically, the above-mentioned document has been
prepared using Times New Roman font, 14 point.

This the 5™ day of October, 2016.

LAW OFFICES OF HENRY F. SEWELL JR.,
LLC

/s/ Henry F. Sewell, Jr.
Henry F. Sewell, Jr.
Georgia Bar No. 636265
Counsel for the Receiver

Law Offices of Henry F. Sewell, Jr.
Suite 200, 3343 Peachtree Road NE
Atlanta, GA 30326

(404) 926-0053
hsewell@sewellfirm.com
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF GEORGIA
ATLANTA DIVISION

FEDERAL TRADE COMMISSION

and STATE OF GEORGIA
Plaintiffs. Civil Action File No:

1:16-cv-3591-AT

V.

)
)
)
)
)
)
)
LAPTOP & DESKTOP REPAIR )
LLC, )
A Nevada Limited Liability )
Company, also )
d/b/a cashforiphones.com, )
cashforlaptops.com, ecyclebest.com, )
smartphonetraders.com, sell-your- )
cell.com; and VADIM OLEGOVICH )
KRUCHININ, also a/k/a Vadim )
Kruchinin, David Kruchinin, David )
Vadim Kruchinin, Dave Kruch, as the )
owner and an officer of Defendant )
Laptop & Desktop Repair, LLC, )

Defendants

CERTIFICATE OF SERVICE

I hereby certify that on October 4, 2016, I electronically filed the foregoing
Receiver’s First Report with the Clerk of the Court using CM/ECF. 1 also certify
that the foregoing document is being served on all parties and the persons

identified below via transmission of Notice of Electronic Filing generated by
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CM/ECF, which will automatically send email notification of such filing to the

counsel of record, or by causing it to be sent via First Class Mail.

Anna Mirshak Burns

Hans Christian Clausen

Federal Trade Commission-ATL
Atlanta Regional Office

Suite 1500

225 Peachtree Street, NE
Atlanta, GA 30303-1729

Anne Strom Infinger
Arnall Golden & Gregory
1201 West Peachtree Street
2800 One Atlantic Center
Atlanta, GA 30309

Katherine Dorothy Schuessler
Georgia Department of Corrections
Legal Office

2 Martin Luther King, Jr. Drive, S.E.
Suite 870, East Tower

Atlanta, GA 30334-4900

Robert J. Angres, Esq.
2650 Friesian Ct.
Reno, NV 89521-6228

John L. Arrascada, Esq.
Arrascada & Aramini, Ltd.
145 Ryland St.

Reno, NV 89501

Vadim Kruchinin a’k/a David Kruchin
5370 Vista Ridge Way
Reno, NV 89523-1825
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This the 5™ day of October, 2016.

LAW OFFICES OF HENRY F. SEWELL JR.,
LLC

/s/ Henry F. Sewell, Jr.
Henry F. Sewell, Jr.
Georgia Bar No. 636265
Counsel for the Receiver

Law Offices of Henry F. Sewell, Jr.
Suite 200, 3343 Peachtree Road NE
Atlanta, GA 30326

(404) 926-0053
hsewell@sewellfirm.com
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EXHIBIT A
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BOND NO. 016071775

IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF GEORGIA
ATLANTA DIVISION

RE: FEDERAL TRADE COMMISSION and STATE OF GEORGIA, Plaintiffs,

VS. LAPTOP & DESKTOP REPAIR, LLC, a Nevada limited liability company,
also d/b/a cashforiphones.com, cashforlaptops.com, ecyclebest.com,
smartphonetraders.com, sell-your-cell.com; and VADIM OLEGOVICH
KRUCHININ, also a/k/a Vadim Kruchin, David Kruchin, David Vadim
Kruchin, Dave Kruch, as the owner and an officer of Defendant Laptop &
Desktop Repair, LLC, Defendants.

CASE NO: 1:16-CV-3591

BOND OF RECEIVER

WE, S. GREGORY HAYS, ON BEHALF OF HAYS FINANCIAL CONSULTING, of ATLANTA, GA,
as principal and LIBERTY MUTUAL INSURANCE COMPANY, as surety bind ourselves to the
UNITED STATES OF AMERICA in the amount of THIRTY FIVE THOUSAND AND 00/100
DOLLARS $35,000.00 for the faithful performance by the undersigned principal as the Receiver of the
above named case.

THIS BOND SHALL remain in full force and effect until the Surety has terminated further liability after
30 days written notice filed with the Clerk of the United States District Court for the Northern District of
Georgia, Atlanta Division, or the Receiver obtains written authorization from the Clerk of the United
States District Court for the Northern District of Georgia, Atlanta Division, releasing the surety company
from any further liability under the bond. The surety shall have no liability for the actions of the Receiver
prior to the effective date of this bond.

DATED: September 26, 2016

S REGORY HAYS, on behalf of

S\Fk\ L CONSULTING

PRINCIPAL

LIBERT Y MUTUAL IN iﬂ(ANCF COMPANY

]
L‘/7//(‘ ]\,(
ELI;"ABETH SCHOTT
ATTORNEY-IN-FACT
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This Poxer of Attorney limits the acts of those named herein, and they have no authority to bind the Company except in the manner and to the extent herein stated.
Certificate No. 7327432

American Fire and Casualty Company Liberty Mutual Insurance Company
The Ohio Casualty Insurance Company West American Insurance Company
POWER OF ATTORNEY

KNOWN ALL PERSONS BY THESE PRESENTS: That American Fire & Casualty Company and The Ohio Casualty Insurance Company are corporations duly organized under the laws of

the State of New Hampshire, that Liberty Mutual Insurance Company is a corporation duly organized under the laws of the State of Massachusetts, and West American Insurance Company

is a corporation duly organized under the laws of the State of Indiana (herein collectively called the “Companies”), pursuant to and by authority herein set forth, does hereby name, constitute

and appoint, ___Candice T. Gros: Catherine C. Kehoe; Clark P. Fitz-Hugh; Conway C. Marshall; Darlene A. Bornt; David C. Joseph: Elizabeth C. Dukes;
Elizabeth K. Wright; Elizabeth Schott; Emily G. Lapeyre; Jessica Palmeri; Kristine Donovan; Linda C. Sheffield; R. Tucker Fitz-Hugh; Sara S.
DedJarnette; Stephen Beahm

all of the city of New Orleans state of LA each individually if there be more than one named, its true and lawful attorney-in-fact to make, execute, seal, acknowledge
and deliver, for and on its behalf as surety and as its act and deed, any and all undertakings, bonds, recognizances and other surety obligations, in pursuance of these presents and shall
be as binding upon the Companies as if they have been duly signed by the president and attested by the secretary of the Companies in their own proper persons.

IN WITNESS WHEREOF, this Power of Attorney has been subscribed by an authorized officer or official of the Companies and the corporate seals of the Companies have been affixed
thereto this__14th day of _ April , 2016

American Fire and Casualty Company
The Ohio Casualty Insurance Company
Liberty Mutual Insurance Company
West American Insurance Company

o LT

STATE OF PENNSYLVANIA - David M. Carey Assistant Secretary
COUNTY OF MONTGOMERY
On this _14th  day of _April 2016 |, before me personally appeared David M. Carey, who acknowledged himself to be the Assistant Secretary of American Fire and

Casualty Company, Liberty Mutual Insurance Company, The Ohio Casualty Insurance Company, and West American Insurance Company, and that he, as such, being authorized so to do,
execute the foregoing instrument for the purposes therein contained by signing on behalf of the corporations by himself as a duly authorized officer.

IN WITNESS WHEREOF, | have hereunto subscribed my name and affixed my notarial seal at Plymouth Meeting, Pennsylvania, on the day and year first above written.
COMMONWEALTH OF PENNSYLVANIA [

| Notarial Seal /\ /z Z —/’ %
i Teresa Pasteila, Notary Public By:

Plymouth Twp., Montgomery County | Teresa Pastella, Notary Public
| My Commission Expires March 28, 2017 |

Member, Pennsyivania Association of Notaries

This Power of Attorney is made and executed pursuant to and by authority of the following By-laws and Authorizations of American Fire and Casualty Company, The Ohio Casualty Insurance
Company, Liberty Mutual Insurance Company, and West American Insurance Company which resolutions are now in full force and effect reading as follows:

ARTICLE IV - OFFICERS - Section 12. Power of Attorney. Any officer or other official of the Corparation authorized for that purpose in writing by the Chairman or the President, and subject
to such limitation as the Chairman or the President may prescribe, shall appoint such attorneys-in-fact, as may be necessary to act in behalf of the Corporation to make, execute, seal,
acknowledge and deliver as surety any and all undertakings, bonds, recognizances and other surety obligations. Such attorneys-in-fact, subject to the limitations set forth in their respective
powers of attorney, shall have full power to bind the Corporation by their signature and execution of any such instruments and to attach thereto the seal of the Corporation. When so
executed, such instruments shall be as binding as if signed by the President and attested to by the Secretary. Any power or authority granted to any representative or attorney-in-fact under
the provisions of this article may be revoked at any time by the Board, the Chairman, the President or by the officer or officers granting such power or authority.

ARTICLE XIIl - Execution of Contracts - SECTION 5. Surety Bonds and Undertakings. Any officer of the Company autharized for that purpose in writing by the chairman or the president,
and subject to such limitations as the chairman or the president may prescribe, shall appoint such attorneys-in-fact, as may be necessary to act in behalf of the Company to make, execute,
seal, acknowledge and deliver as surety any and all undertakings, bonds, recognizances and other surety abligations. Such attorneys-in-fact subject to the limitations set forth in their
respective powers of attorney, shall have full power to bind the Company by their signature and execution of any such instruments and to attach thereto the seal of the Company. When so
executed such instruments shall be as binding as if signed by the president and attested by the secretary.

Certificate of Designation — The President of the Company, acting pursuant to the Bylaws of the Company, authorizes David M. Carey, Assistant Secretary to appoint such attorneys-in-
fact as may be necessary to act on behalf of the Company to make, execute, seal, acknowledge and deliver as surety any and all undertakings, bonds, recognizances and other surety
obligations.

Authorization ~ By unanimous consent of the Company's Beard of Directors, the Company consents that facsimile or mechanically reproduced signature of any assistant secretary of the

Company, wherever appearing upon a certified copy of any power of attorney issued by the Company in connection with surety bonds, shall be valid and binding upon the Company with
the same force and effect as though manually affixed.

I, Gregory W. Davenport, the undersigned, Assistant Secretary, of American Fire and Casualty Company, The Ohio Casualty Insurance Company, Liberty Mutual Insurance Company, and
West American Insurance Company do hereby certify that the original power of attorney of which the foregoing is a full, true and correct copy of the Power of Attorney executed by said
Companies, is in full force and effect and has not been revoked.

IN TESTIMONY WHEREOF, | have hereunto set my hand and affixed the seals of said Companies this day of , 20

Gregory W. Davenport, Assistant Secretary

LMS 12873 122013

o AT SN i S

business day.

30 pm EST on any

To confirm the validity of this Power of Attorney call
1-610-832-8240 between 9:00 am and 4
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EXHIBIT B



Case 1:16-cv-03591-AT Document 15-1 Filed 10/05/16 Page 5 of 17
EMPLOYEE QUESTIONNAIRE (Please Print Legibly and Circle Yes or No in response to questions)

Personal Information:

Full Name:

Home Address:

City: State: Zip:
Home Phone: Cell Phone:

Date of Birth:

Driver's License State and No Social Security #

Employment History an Information:

Name of Company you work for:

Date started with company Were you ever a Manager, Lead or hold any managerial role? Y / N

Department(s), Job Title(s) (If your department or title changed change please indicate the dates for each):

Describe your daily job duties for each position held:

Supervisor(s)’ Name/Title

Are you an: Employee of the company? or Independent Contractor? or Employee of Staffing Firm? (Circle One)

If you are employed through a staffing company, please provide the name, contact person and address of this firm:

How often are you paid? How much are you paid: $ Hour / Week / Month

When were you last paid? Outstanding Compensation Owed

Do you receive any bonuses or incentive payments? Yes/No If Yes, please describe how your bonuses are
calculated and whether you are owed any bonuses:

Did you use or did the company assign you any aliases? Yes/No If yes, please identify all aliases:

Do you have keys to the office? Yes / No Do you have other keys? Yes / No

Initial Page:
Page 1 of 4
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Describe:

Do you have the Alarm code? Yes /No Please provide:

File Server Login and Password:

Computer Login and Password

Did you save any files in the company’s computer system which were password protected? Yes /No

If yes, please identify each file and the corresponding password:

E-mail Address: E-Mail Password:

External Access to system: Yes / No

Access Method

Are you aware of any off-site storage or mailbox locations for the company at which company records are stored or at
which it receives mail or deliveries? Yes / No

If yes, please identify such locations:

Customer Service Questions

Did you ever deal directly with customers either via email or phone? Yes / No
Did the company have any policies regarding communications with customers? Yes / No / DNK

If yes, please describe:

Do you use scripts? Yes /No  Who gave you scripts?

Do you change the scripts Yes / No If yes, how:

Were you ever instructed to not respond to customer complaints or inquiries or to delay responding to complaints or
inquiries? Yes / No

If yes, who gave you these instructions?

Did you ever receive any information to pass on to customers about the company’s ratings with the Better Business
Bureau or other consumer groups? Yes / No  Ifyes, who gave you this information and what were you told:

Did you have any objections or concerns about the pricing of products? Y /N

Initial Page: T ——
Page 2 of 4
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What were your concerns:

Did you voice these concerns to anyone and, if so, to whom:

Does the company retain account information for its customers including paypal, bank and similar account
information or email addresses and phone numbers for its customers? Yes / No / DNK

If yes, has the company either sold or provided this information to third parties? Yes/No If yes, to what companies
or individuals

Where is this information stored in the company records or computers?

Inspection, Rating and Pricing Questions:

Did you have any involvement in the inspection, rating or pricing of equipment received from customers? Yes /No

If yes, what were your duties?

Did you inventory or keep track of equipment received from customers? Yes/No If yes, please describe your
activities and state whether any written inventories exist:

Did you receive any instructions as to how equipment should be rated and priced by the Company? Yes/ No

If yes, who gave you these instructions and what were you told to do:

Did the company have any algorithms, automatic systems or guidelines to price equipment? Yes /No / DNK

If yes, please describe:

Were you ever instructed to price equipment at amounts lower than quoted on the company website or to deliberately
underprice equipment? Yes/No

If yes, who gave you these instructions and what were you told:

How long did the company typically hold equipment received from customers before either disassembling or re-
selling the equipment:

Did the company have any policies regarding how quickly it would disassemble or re-sell equipment? Yes / No /
DNK

If yes, please describe and identify the person who told you to follow these policies:

Initial Page:
Page 3 of 4
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Did you or did you ever witness any intentional damage to equipment received from customers? Yes /No

Please describe what happened and who was involved:

Disassembly and Listing Questions:

Did you have any involvement in the disassembly or listing of equipment for resale? Yes / No

If yes, what was your role:

How did the company price equipment or parts for resale?

How was equipment usually re-sold? (Listed for sale on internet, sold overseas, sold to domestic companies or
individuals)?

Finance Questions:

Do you now or have you ever had access or signature authority for any company bank accounts? Y / N.

If yes, please identify each account by bank and account number, provide login information and identify your
SUpervisors or managers:

Do you now or have you ever performed any accounting or financial reporting services for the company?

If so, please describe your role:

From what bank were your wages or bonuses paid:

Employee Signature Date

Initial Page:
Page 4 of 4
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EXHIBIT C
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Recently received shipments including consumer devices

and returned merchandise
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Smartphone and laptop part Inventory for resale
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Consumer smartphones and laptops being tested and processed for resale
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e _ !

Consumer smartphones and laptops processing areas
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EXHIBIT D



11:27 AM

09/30/16
Accrual Basis

Laptop and Desktop Repair, LLC

Balance Sheet

As of September 30, 2016
Sep 30, 16
ASSETS
Current Assets
Checking/Savings
10716 - AIR Amazon Sales - CR - NEW 460.49
10715 - A/R Amazon Sales - New 10,477.16
10101 - US Bank (current) - 9610 -54,075.34
10200 - First Independent Bank 86,016.36
10300 - Wells Fargo 466.49
10400 - PayPal - laptopaid@gmail.com 3,001.36
10450 - PayPal - cellphonecity.com 21,510.92
10500 - PayPal - laptopzyx1@gmail.com 140.95
10600 - PayPal - sales@cash4dlaptops.com 5916.47
10700 - PayPal - fidolap@gmail.com 1,911.31
10720 - A/R B-Stock 17,265.41
Total Checking/Savings 93,091.58
Other Current Assets
11595 - LiftForward Loan Origin Fees 51,417.31
11590 - IMAC Loan Origin Fees 59,702.00
12400 - Wholesale Lot Inventory
12419 - ExportTek 41,695.00
12418 - Abeste! 870.00
12315 - Solid-GSM 880.00
12310 - Alliance Telco $9,038.49
12417 - StonePack 1,636.00
12416 - Belmont Trading Company 398.00
12415 - Skyrise 53,908.00
12414 - Union Digital 347,989.79
12412 - Saco Trading LLC 134,085.00
12411 - Phone Karma -1,568.92
12410 - PCS Wireless 272,475.06
Total 12400 - Wholesale Lot inventory 951,386.42
12300 - Phone Karma 28,484.65
12200 - Sample inventory 44,256.36
11500 - Prepaid Expenses
11525  Prepaid Education Expense 2,195.00
11540 - Prepaid Insurance 283.99
11551 - Prepaid Membership Fees 12,931.69
11553 - - Prepald Professional Fees 1,000.00
Total 11500 - Prepald Expenses 16,410.68
12100 - Inventory 416,679.35
12110 - Inventory Surplus 31,107.32
Total Other Current Assets 1,599,444.09
Total Current Assets 1,692,535.67
Fixed Assets
14000 - All Fixed Assets
14100 - Fixed Assets 106,793.00
14200 « Furniture and Equipment 208,873.26
Total 14000 - All Fixed Assets 315,666.26
18000 - Intangible Assets 100,000.00
Total Fixed Assets 415,666.26
Other Assets
14300 - Leasehold Improvements 54,035.94
14500 - Notes Receivable - Coney Island 102,746.68
Total Other Assets 156,782.62
TOTAL ASSETS 2,264,984.55
LIABILITIES & EQUITY
Liabilities
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09/30/16
Accrual Basis

Laptop and Desktop Repair, LLC

Balance Sheet
As of September 30, 2016

Current Liabilities
Accounts Payable
20400 - Wholesale Lot Inventory Payable
20414 - Union Digital
20411 - SACO Trading LLC
20405 - PCS Wireless

Total 20400 - Wholesale Lot Inventory Payable
20000 - Accounts Payable

Total Accounts Payable

Credit Cards
21900 - Wells Fargo CC
21800 - Bank of America CC
21700 - First Independent CC
21500 - Capital One
21100 - American Express
21200 - Chase
21300 - Discover Card
21400 - US Bank Credit Card

Total Credit Cards

Other Current Liabilities

22950 - LiftForward Loan

22900 - IMAC Loan

22650 - Western Alliance LOC - 9985

22800 - PayPal AID Loan

22700 - PayPal FIDO Loan

22500 - Utah Bank

23000 - FIB Loan

23500 - US Bank Line Of Credit

24000 - Payroll Liabilities

24001 - Payroll Taxes - Federal

Federal Unemployment Tax
FIT Withheld
Medicare - Ee & Er
Social Security-Ee & Er

Total 24001 - Payroll Taxes - Federal

24002 - Payroll Taxes - Nevada
NV Career Enhancement Tax
NV Unemployment Tax

Total 24002 - Payroll Taxes - Nevada

24003 - Employee Benefits
Dental Insurance
Group Life Insurance
Healith Insurance
Vision Insurance
Wage Garnishment

Total 24003 - Employee Benefits

Total 24000 - Payroll Liabilities
25500 - Accrued Sales Tax

Total Other Current Liabilities

Total Current Liabillties

Long Term Liabilities
28500 - Shareholder Loan 2015
28000 - Shareholder Loan

Total Long Term Liabilities

Total Liabllitles

Sep 30, 16
23,248.50
26,550.00
184,402.28
234,200.78
12,364.15
246,564.93
4,430.95
21,940.56
14,999.59
49,002.49
394,440.08
71,311.48
59.33
15,838.49
572,022.97
253,474.00
236,824.00
2,817.00
1,970.02
53,217.00
69,274.90
315,873.20
97,087.58
164.67
66.00
33.18
141.88
405.71
120.23
4,791.55
4,911.78
-82.99
-92.65
-3,171.71
-211.61
-256.14
-3,815.10
1,502.39
2,215.62
1,034,255.71
1,852,843.61
73,687.00
197,178.98
270,865.98
2,123,709.58

Pagol



Case 1:16-cv-03591-AT Document 15-1 Filed 10/05/16 Page 17 of 17

11:27 AM Laptop and Desktop Repair, LLC
09/30/16 Balance Sheet
Accrual Basis As of September 30, 2016
Sep 30, 16
Equity
Owner Draw-D Kuchinn 73,425.19
30000 - Opening Balance Equity 521,715.90
31500 - SH Contribution/(Distribution) -450,825.61
32000 - Retained Earnings -419,385.78
Net Income 416,345.26
Total Equity 141,274.96
TOTAL LIABILITIES & EQUITY 2,264,984.55
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