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I 18. Defendants formed and operated HNAP AD and Houston wasa general partner of

2 HNAPAD until 2001 . Plainti ffs are informed and believe and thereon allege that HNAPAD was

3 dissolved in 2001 shortly after the sale of the real property owned by HNAPAD.

4 19. Houston recruitedinvestors forHNAPAD, as well as managedall aspects of the

5 HNAPADinvestment BecauseHNAPADis an alter ego of The InvestmentPartnership, Houston, as

6 a GeneralPartnerofHNAPAD, is liable foranyliabilities incurredby The Investment Partnership.

7 20. Plaintiffs areinformedand believe andthereonallege thatwhile soliciting investments

8 forThe InvestmentPartnership, Defendants wereacting as agentsof The InvestmentPartnershipand

9 HNAPAD.

10 21. At no time was Houston licensed to acteitheras abrokerof securities or as an

11 investment advisor.

12 The Ponzi Scheme

13 22. Plaintiffsareinformedand believe andthereon allege thatallrelevanttimes, Houston

14 his father Fred Houst on, and DOES I throngh 30, inclusive, operated a "P onzi" scheme, whereby

15 they solicited investmentsfrompeople, including elderlypeople andHouston's constituents,and

16 represented thatthose investmentswere"secured"by deeds of truston real property. No realdeeds

17 of trustwereeverdeliveredto the investors, norweredescriptionsof the propertyeverprovidedto

18 the investorsbecause, despite Defendants' representations, the investments werenot securedby

19 enforceable deeds of trust.

20 23. Plainti ffs are informed and believe and thereon allege that Plaintiffs and other

21 investorswereconvincedto "roll over"one investmentinto anotherandin manycases, investors

22 weretold, afterthe fact,thattheirinvestments had beenmoved fromone investmentto another

23 without theirauthority. Pursuantto the scheme, some investorsreceived"pay-offs"of their

24 investments inorderto lull theminto believing thatDefendants'investment schemes wereprofitable.

25 However,those ''pay-offs''didnot come frominvestments, butratherwerefundedby money invested

26 by new investors.

27 24. Because of the natureofa Ponzischeme,muchof the information as to what exactly

28 happenedto Plaintiffs' investmentsis exclusively in the Defendants' possession.
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