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Plaintiff/Relator Wade Riner (“Relator” or “Riner”) brings this action pursuant to the False
Claims Act (FCA), 31 U.8.C. §§ 3729-32, and seeks to recover all damages, penalties, and other
remedies established by the FCA on behalf of the United States of America and on his own behalf.
Relator respectfully shows the following:

L INTRODUCTION: CovVID-19, PPP, AND THE QOPPORTUNISTS _

1. After the crisis of the COVID-19 Coronavirus pandemic began, Congre.éss passed |
the Coronavirus Aid, Relief, and Economic Security Act—more commonly referred '?.to as 'ﬁhe.
“CARES Act”—in part to provide emergéncy relief to small businesses facing payroll difficulties
and other concerns meeting their bottom-line in the midst of the pandemic. Unfortunate]}::, this aid
also attracted opportunistic actors who received aid that Congreés never intended. ;iiongress
created the PPP in March-_202_0,- as part of the Coronavirus Aid, Relief and Economic Security
(CARES) Act, to provide emergency financial support to the millions of Americans suffering the
economic effects caused by the COVID-IQ pandemic. The CARES Act authorized billions of
dollars in forgivable loans to small businesses struggling to pay employees and other business
expenses. Throughout 2020 and 2021, PPP loan applicants were required to certify that téhey were
eligible to receive a PPP loan. | :

2, Part of the aid in the CARES Act was the Paycheck Protection Program (“PPP™),
which provides forgivable, emergency loans to small businesses that certify to the Unitéed States
Small Business Administration that they are qualified to receive the interest-free loan, 'f_that their
loan request is ﬂecessary for continued operation, and that they will use funds only to pa_;y payroll

expenses, rent, mortgage, interest, or utilities during a covered period.
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3. The PPP loans were originally intended to help traditional small busines;ises makle
it through the economic downturn that came as a consequence of the pandemic, but othelf's wanted
in, |

4. Numerous trade groups and similar associations lobbied Congress to be added as
entities eligible for PPP loans. Among those groups were couniry clubs and co?rnmunity
associations, which include housing cooperatives, condominium associations, and propef;‘ry owner
associations. |

5. In December 2020, Congress passed and the president signed into law amendments
to the CARES Act (the Economic Aid Act) that allowed housing cooperatives to apply for PPP
loans. Condominium associations, homeowners assobiations, and other community ass?aciations
were not included in the amendments, and neither were other not-for-profit organlza‘rlons like
country clubs The list of eligible remplents only expanded one more t1me near the end 01 “the ﬁnal
PPP application period—when President Biden signed the American Rescue Plan Act of 2021 into
law on March 11, 2021, which included most 501(c) organizations as “additional covered nonprofit
entities” but explicitly excluded 501(c)}(4) organizations (the only 501(c) status for.which a
homeowners association or condommlum association might be eligible). l

6. Despite the industry’s recognition that Congress had not allowed their paﬁicipation
in the Paycheck Protection Program, numerous community ~ associations, particularly
condominium associations, homeowners associations, and other not-for-profit organizations,
applied for PPP loans anyway, falsely certifying to the United States that they were eli; gible for
funding and that they needed the loans after also certifying in the Application that “I haveé. read the
statements included in this form, including the Statements Required by Law and Executiv%e Orders,

and I understand them.” They did so even though they had millions of dollars in reveﬁue every

3
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year that was ﬁot reliant on the unpredictable swings of the economy but instead on a simple tool:

- assessments to their wealthy membership. Many country clubs nationwide acted similarly. Rather
than obtain PPP loans as the intended American businesses in need, Defendants approached the
program as opportunists. And by fraudulently applying for these PPP loans, the rich é:ot richer
while depriving needy Americans of the boost that Congress sought to give them.

7. In total, the Defendant not-for-profit condominium assoclatlons and not- ;for—prof' t
homeowners associations fraudulently applying for PPP loans received millions of &ollars in |
forgivable funding, directly depriving the United States of millions of dollars and preventing
worthy and needy small businesses from receiving congressionally approved Ioéns.

8. Not-for-profit community associations were not the only culprits. Not—:i-::'or-proﬁt
so-calléd “coﬁntry ciubs” were not eligible and also wrongly applied for and received PEP.

9. As Acting Assistant Attorhey Gcnéral Brian M. Boynton has explained, “PPP loans
were intended to provide critical relief to small businesses so that they could payl empléyees and
maintain operations,” and the Department of Justice is “committed to pursuing those who
knowingly violated the requirements of the PPP or other Covid-19 assistance progiams and
obtained relief funds to which they were not entitled”—particularly, with the assistance of qui tam
relators.

II.  PARTIES

10.  Plaintiff/Relator Wade Riner is a regular homeowner and investor. A corporation
with which Riner is the officer and principle in turn owns multiple homes in Florida. ?Through
ownership of these homes, Riner is a member of the Hunters Run Property Owners Association,

Inc., and he was a member of the Boca West Master Association, Inc, until the fourth quarter of

2021. Through his membership in these homeowners associations in Florida, he learned that his

4
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homeowners associations had applied for millions of dollars of federal relief through P{PP loans,
even though they were not a business interest that qualified for such loans under the CAE{ES Act.
Riner subsequently learned that his own homeowners associations and numerous others d.efrauded
the United States government by falsely certifying they were eligible for PPP loans that tjhey were
not, in fact, eligible for. Riner is intimately familiar with the finances and organizatioxi' of these
part.icular homeowners asSociations as well as homeowners associations in general, fncluding‘
details of how such community associations are governed and. how thgy raise funds throiugh their
membership and other sources of liquidity,

11.  Defendants are all various not-for-profit entities. Although there may .be some
subtle differences in the Defendants’ governing documents, Defendants can generally be
categorized in one of three ways: as a not-for-profit homeowners association, a not- for-proﬁt
condominium association, or a not-for-profit country club.

12, Rancho Santa Fe Association (“Rancho Santa Fe”) is a homeowners association
located at P.QO. Box A, Rancho Santa Fg, CA.

13."  Beverly Hills Tennis Club, Inc. (“Beverly Hills Tennis”) is a non-proﬁ;f: country
club located at 340 N. Maple Dr., Beverly Hills, CA. '

14. Bighom Golf Club (“Bighorn Golf”) is a non-profit club located at 255 Palowet
Drive, Palm Desert, CA.

15.  Bighorn Homeowners Association, Inc. (“Bighorn HOA™) is a community
association located at 255 Palowet Drive, Palm Desert, CA.

16.  Bodega Harbour Homeowners Association (“Bodega Harbour™) is a honéleowners

association located at P.O. Box 368, Bodega Bay, CA.
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17. Canyon Lake Property Owners Association (“Canyon Lake™) is a non-profit
community association located at 31512 Railroad Canyon Rd, Canyon Lake, CA.

18.  Club Donatello Owners Association (“Club Donatello™) is a non-profit co_mmunity
association located at 501 Post St. Fl 3, San Francisco, CA.

19. Crown Towers Homeowners Association (“Crown Towers”) is a condéominium
association located at 10701 Wilshire Blvd, Los Angeles, CA. |

20. Four | Seasons Homeowners Association (“Four Seasons™) is a cond?ominium
association located at 300 N Swall Dr, Beverly Hills, CA. ‘

21.  Glendora Country Club (“Glendora Club™) is a non-profit club locate(i at 2400
Country Club Dr, Glendora, CA. ' | f

22.  Heritage Palms Homeowners Association (“Heritage Palms™) is a rfon—proﬁt
community association located at 44291 rHeritage Palms Dr S, Indio, CA.

23.  Heritage Ranch QOwners Association (“Héritage Ranch™) is a non-profit comrhunity
association located at 2130 Heritage Loop Rd, Paso Robles, CA.

24.  Hidden Valley Lake Association (“Hidden Valley Lake”) is a homeowncrs
association located at 18174 Hidden Valley Rd, Hidden Valley Lake, CA. :

25,  Lake of the Pines Association (“Lake of the Pine™) is a homeowners as:sociation
located at 11665 Lakeshore North, Auburn, CA.

26.  Monte Vista Grove Homes (“Monte Vista Grove”) is a non-profit homeowners
association located at 2889 San Pasqual St., Pasadena, CA. j

27.  North Coast Village Condominium Association (“North Coast Village™) fis a non-

profit condominium association located at 999 N, Pacific Street, Oceanside, CA.
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28.  The Palms Golf Club, Inc. (“The Palms”) is a non-profit country club Ibcated at
57000 Palms Dr., La Quinta, CA. |

29.  PGA West Residential Association, Inc. (“PGA West”) is a non-profit horrjleowners
association located at 54-320 Southern Hills, La Quina, CA.

30,  Pine Mountain Lake Association (*Pine Mountain Lake”) is a propertéf owners
association located at 19228 Pine Mountain Dr, Groveland, CA. .

31.  Regency Wilshire Homeowners’ Associa_tfon (“Regency Wilshire™) is a
condominium association located at 10551 Wilshire Blvd, Los Angeles, CA.

32.  San Diego Country Estates Association (“San Diego Country Estates™) is a non-
profit homeowners association Iocated at 24157 San Vencenfe Rd., Ramona,. CA.

33. The Santaluz Club, Inc. (“Santaluz Club”) is & non-profit cluﬁ located; at 8170
Caminito Santaluz, San Diego, CA. | ‘;

34.  The Sea Ranch Association (“Sea Ranch”) is ;':1 non-profit club locateid at 975
Annapolis Rd, The Sea Ranch, CA. ‘

35.  Seven Lakes Home Owners Association, Inc. (“Seven Lakes”) is a cof_.nmunity
association located at 1 Desert Lakes Dr, Palm Springs, CA.

36.  Shady Canyon Golf Club, Inc. (“Shady Canyon™) is a non-profit c0u1:111'y club
located at 100 Shady Canyon Dr., Irvine, CA.

37.  Sierra Towers Condominium Association, Inc. (“Sierra Towers™) is a condominium
association located at 9255 Doheny Rd, West Hollywood, CA.

38.  Smith Ranch Homes Homeowners’ Association (“Smith Ranch Homes”):is anon-

profit homeowners association located at 500 Deer Valley Rd., San Rafael, CA.
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39.  Sun City Lincoln Hills Community Association (“Sun City”) is a hoﬁleowners
association located at 965 Orchard Creek Ln, Lincoln, CA.

40.  Valley-Hi Country Club (“Valley-Hi") is a non-profit club located at 95 957' Franklin
Blvd, Elk Grove, CA.

41. The Villages Golf and Country Club (“The Villages™) is a non-profit club located
at 5000 Cribari Ln, San Jose, CA. 7

42.  Wilshire-Holmby Homeowners Association Inc, (“Wilshire—Holmb};”) is a
condominium association located at 10433 Wilshire Blvd, Los Angeles, CA.

43, The Wilshire-Westholme Homeowners Association, Inc. (“Wilshire-WeStholme”)
is a condominium association located at 10590 Wilshire Blvd, Los Angeles, CA.

44.  Woodhaven Country Club Homeowners Aséociation (“Woodhaven Club ]EIOA” is
a non-profit club located at 41555 Woodhaven Dr, Palm Desert, CA.

45.  Yosemite Lakes Owners’ Association (“Yosemfte Lakes™) is a homeowners
association located at 30250 Yosemite Springs Pkwy, Coarsegold, CA.

II. RESPONEAY SUPERIOR AND VICARIOUS LIABILITY

46.  Any and all acts alleged herein to have been committed by Defendants were
committed by officers, directors, employees, representatives, or agents who at all times’;% acted on
behalf of the named Defendants and within the course and scope of their employment or’l agency.

IV.  JURISDICTION AND VENUE
47. Jurisdiction and venue are proper in the Southern District of California, ersuant to

the False Claims Act (31 U.S.C. §§ 3729-33), because Relator’s claims seek remedies ¢ (m behalf

of the United States for multiple violations of 31 U.S.C. §§ 372930, and many of the Defendants
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can be found in this district. Because Defendants can be found in this state, personal ju;‘é’isdiction
is also proper.
V. ORIGINAL SOURCE AND DISCLOSURES

48.  There are no bars to recovery under 31 U.S.C. § 3730(e). To the extent that any
allegations or transactions herein have been publicly disclosed, Rela_,tor has knowIedgE::e that is
independent of and materially adds to any publicly disclosed allegations or transactions; and had
provided that information to the United States prior to filing the complaint by serving a ‘;roluntary
Pre-Filing Disclosure Statement.

49.  As required by 31 U.S.C. §§ 3730(b) and (), RelatorA submitted and Original
Disclosure Statement to the Attorney General of the United States and the United States Attorney
for the Southern District of California, as well as all material eyidence and information;, prior to
filing and serving the Original Complaint. i

VI. THE PAYCHECK PROTECTION PROGRAM

50. On March 27, 2020, the Coronavirus Aid, Relief, and Economic Security Act (the
“CARES Act”}, Pub. L. 116-136, 134 Stat. 281, created the PPP, initially making $349 E)illion in
forgivable loans available to small businesses impacted by the COVID-19 pandemic. éI‘he US.
Small Business Administration (“SBA”) administers the PPP, promulgates the rules and
regulations governing the PPP, and guarantees all PPP loans made by lenders.

51.  The PPP allowed small businesses (less than 500 employees) to obtain forgivable
loans of up to $10 million, at 1% interest, to cover payroll costs, rent, mortgage interest, utilities,
and other overhead expenses for a “covered period.” CARES Act § 1102(a)(2)(36)(D)jT(E), 134

Stat. at 288-90.
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52.  PPP loans were processed and approved by qualified lenders that the SBA
approves. Lenders issued PPP loans without the SBA’s prior review or express and indiv:idualized
approval, but they agreed to be responsible for determining borrower eligibility under the SBA’s
criteria. They were “deemed to have been delegated authority by the [SBA] Administrator to make
and approve covered loans.” CARES Act § 1102(a)(2)(36)(F)(ii), 134 Stat. at 290.

53.  For processing the PPP loans, the SBA reimbursed participating lende.%s with a
processing fee equal to the amount of 5% of loans up to $350,000; 3% of loans between .%535‘0,000
and $2,000,000; and 1% on loans of at least $2,000,000. See CARES Act § 1102(a)(2)(3(;)(P), 134 |
Stat. at 293. Additionally, although the lenders funded the PPP loans with their own f;.mds, the
SBA 100% guaranteed these loans.

54. PPP lqans are also subject to complete forgiveness. CARES Act § 1106, ;134 Stat.
at 297-302. And within 90 days of Which forgiﬁeness is given, the SBA remits to the léznder the
full amount of forgiveness, plus any accrued interest. Id. § 1106(c)(3), 134 Stat. at 298. .

55.  The PPP was a program under the Small Business Act, Section 7(a). Generally
speaking, a key eligibility requirement for Section 7(a) SBA loans is that the applicant be a
business operating for profit. |

56.  Pursuant to the CARES Act, PPP loans were originally available only toa ‘i‘business
concern, nonprofit organization, veterans organization,[] Tribal business,” or sole propfietorship
that employed no more than 500 employees. See CARES Act § 1102(a)(2)(36)(D), 134 Stat. at
288. Nonprofit-organization eligibility, however, was limited to 501(c)(3) organizations that are
tax exempt. /d. § 1102(a)(2)(36)(A)(viii). I

57.  Eligibility for PPP is also spelled out in Interim Final Rule #1 published in the

Federal Register on April 15, 2020 (answering the question, “How do I determine if I am

10
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ineligible?”). As it stated: “Businesses that are not eligible for PPP loans are identified in 13 CFR
120.110 and described further in SBA’s Standard Operating Procedure (SOP) 50 10 Subpart B,
Chapter 2, except that nonprofit organizations authorized under the Act are eligible.” 85 %ed. Reg.
20812. Meanwhile, 13 CFR 120.110 states that “non-profit businesses” are ineligible.

58.  Applicants for PPP loans were required to certify to a participating SBA-;%Lpproved
lender and to the SBA that they are eligible to receive the loan under the rules in effect a1i the time
of their application. This certification came right after a certification that the applicants %"‘read the
statements included in this form” and “understand them.” For example, the April 2020 SBA Form

24383 (the PPP application at the time) required applicants to certify as follows:

Paycheck Protection Program
Berrower Application Form

CEKIEFICB.TIONS AND AUTHORIZAIIONS

1 certify that: :
L] Ihavermdth:smmmts mchdedmihsfam:, mnhsdu!gﬂm Staﬂunm:sknqwmdby].aw and]kzcuuve(l:dﬂs,anélunﬂa'sﬁndmem

ar sole proprietor of (2) employs 0o more
ihan the greater of 500 or employees or, if applicable, the mmdasdmnmm«nfunp!ommhhshedbytheSBAm 13
CFR 121201 fiw the Applicant’s industry.
I will comply, whmwphmbhwﬂhmﬁnghfsandm&rhmummmm
A SBA loan proceeds will be mdmb*forhmmmﬁhﬁdmmasmﬁe&mihe loan spplication and consigtent with the
Paycheck Protection Frogram Rule. .
= Tothe exfent feasible, T will purchase only American-made equipment and products,
The Applicant is not engaged in any activity that is illega) under faderal, state.or local law. '
Any loan reeeived by the Applicant under Section F(b)(2) of the Swmall Business Act between Janmary 31, 2020 and Agril 3, 2020 was
for a purpose ewﬁﬂ:anpaymgpamﬂ costs and ather allowable uses Joans umkrthc?a}rchﬂck!?mtecml’mgmmmﬂe.

59.  The PPP applications also required applicants to certify that the loan request is

necessary to support their ongoing operations. As SBA Form 2483 required:

CERTIFICATIONS
The authorized representative of the Applicant must ceriify in good faifh to all of the below by initialing next to each one:

The Applicant was in operation on February 15, 2020 and had employees for whom it paid salaries and payroll faxes or pmd independent
coutractors, as reported on Form(s) 1099-MISC.

11
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60.  Recognizing that some applicants might be confused by this economic-uﬁlcertainty
certification, the SBA provided a “safe harbor” when it issued Interim Final Rule #4 (85 Fed. Reg.
23450 published April 28, 2020) stipulating that “any borrower that applied for a PPP -loan and
repays the loan in full by May 7, 2020, will be deemed by SBA to have made the required
certification in good faith.” Interim Final Rule #4 additionally noted that the SBA wauld give
additional guidance before May 14, 2020 concerning this certification, especially in hel}éaing PPP
borrowers evaluate whether they “may have misunderstood or misapplied the statutory sia.ndard.”
As of May 13, 2020, SBA clarified in its Frequently Asked Questions section of Interim Final Rule
# 9, (85 Fed. Reg: 29845 published .May 19, 2020) stating that “borrowers must make this
certification in good faith, taking into account their current business activity and their élbility to
access other sources of liéuidity sufficient to support theirlongoing operations in a mannier that is
not significantly detrimental to the business.” :

61.  PPP applications additionally required applicants’ authorized representatives to
specifically certify that all information provided on the application is true and accurate in all
material respects as well as to certify theif understanding that a false statement made in order to

obtain a guaranteed loan from the SBA is punishable under the law. Again, from the Ajpril 2020

SBA Form 2483:

y ; incloding 16 amiBS'Il hy‘:mpnsmmmt ofnotmmeihmﬁveymmanﬂ!nra

SUSC 645 by imprisonment of not more than two years and/cr a fine of not meoss than $3,000; and, it
su‘bmxtladma fﬂdﬂ:llymmedmshhmemdex 18 USC 1014 by mmprisonment of eot more han thirty years andfor a fine of not
moreihan $1,000,000.

!

62.  Finally, when PPP loan recipients apply for forgiveness of their loan, they must

further certify, through their authorized representative, that they have “compliéd-:wim all

12
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requirements in the Paycheck Protection Program Rules,” including the statute passed in the

CARES Act and the subsequent amendments, From SBA Form 3508S:

T]:ue Auﬂmnz:d R:p:esmtmve n:l:' the Bom:rwgr ce:h:ﬁes 1o all o the below by nnt:almg next o .-.a:h one. ‘
i w%;} The Bomrower has complied with all requirements in the Phycheck Protection Program Rules (Sections 7(3)(36}
" (Da)(37), and 7A of the Small Business Act, the PPP inferim final sules, and guidance issued by SBA through the date
of this agplication}, including the reles related to: .
»  elipible nses of PPP loan procesds;
& the amount of PPP loan procseds that must be nsed for payroll costs (inclnding proprietor expenses fqr
Booowers that applied for loans using SBA Forms 2483-C o1 2483-5D-C);
»  the calculation and documentation of the Bomower's zevenue rednction (if applicable); and
» the calculation of the Barower* = Requested Lozn Forgiveness Amount. :
Information regarding these requirennests may be found i the Form 35088 Instructions and fire Paycheckl’mtecﬁun
Program Rules. _

63.  The PPP was origiﬁally funded by Congress with $349 Billion, but the fu:‘nds were
depleted on April 16, 2020—only weeks after the CARES Act passed. On April 24, 2020, the
President signed the Paycheck Protection Program and Health Care Enhancement Act, Pub. L.
116-139, 134 Stat. 620, whereby Congress allocated an additional $320 Billion in fundiigg.

64.  Congress further expanded the PPP at the end of the year in the Cor,;gsolidated
Appropriations Act, 2021, Pub. L. 116-260. The Consolidated Appropriations Act, 202;.1, added
$284.5 Billion to the PPP, Additioﬁally, the Act allowed certain entities to obtain “second draw”
PPP loans. By May 5, 2021, these additional ﬁnds had also been depleted. .

65.  One further amendment in the Consolidated Appropriations Act, 201;11 made
“housing cooperatives” eligible for PPP loans when it was enacted December 2020-5—-but ‘not
homeowner associations, condominium associations, or other not-for-profit organizations, See
Pub. L. 116-260, § 311(a). This is despite the fact that HOA c.cmdominium-association groups,
along with country-club groups, lobbied Congress for their explicit inclusion.

66.  Congress expanded the list of eligible recipients one last time near the epd of the

final PPP application period—when the American Rescue Plan Act of 2021 was signed into law

on March 11, 2021 and included most 501(c) organizations as “additional covered nonprofit

13
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entities.” Yet Congress still explicitly excluded 501(c)(4) organjzations—the only 501(c) status

for which a homeowners association or condominium association might be eligible. Thus,

homeowner associations and condominium associations were still clearly ineligible. And while

certain nonprofit country clubs were then eligible for PPP loans, they were only eligible for the

final weeks of the application period and only if they met the specific 501(c)(7) tax-exempt status.

See 86 Fed. Reg. 15083 (explammg that the American Rescue Plan Act changes only “apply to

PPP loans approved, and loan forgiveness apphcatlons submltted on or after March 11 2021”)

67.

The eligibility rules relevant to the Defendants for various nonproﬁt and not-for-

profit organizations for PPP loans throughout the history of various congressional actions is

summarized as follows:

Ellglblhg Status & History

Enﬁ ‘ pe |
- ) ‘Always eligible
501((;)(3)» nonprofits | («© Aly{ES i ct) :
C five Associati Eligible on or after Dec. 27, 2020
ooperative Assoctahons (Economic Aid Act)
e - Eligible on or after Mar. 11, 2021
301(e)(7) nonprofits (American Rescue Plan)
» 501(0)(4) nonprofits Never eligible
Not-for-profit homeowners associations Never eligible
Not-for-profit condominium associations - Never eligible
___ Not-for-profit country clubs Never eligible

68.

required to certify their eligibility under the effective rules. From SBA Form 2483-SD:

14
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Paycheck Protection Program

Second Draw Borrower Application Form
Revised March 18, 2821

By Signing Below, You Make the Follawing Representations, Authoriza tions, and Cexiifications

I certify that-
»  Ihave read the swmaﬂdmmummmmswmnqummmwem and[mdmtandthm

- 'm:Apphanmgem“mmﬁsaﬁhzlmﬁfapphﬂhfc}(I)ﬂmmd@mdmmm“ﬂ' luyndmdwﬁm!,orw]emqmeﬁuwﬁm
employees; @mplwsmmﬂnnmﬁunphjem, (3 i NAICS nmhpmmﬁmemehmm (@ifa
news organization that is majority ownexd or controlled by a NAICS code 511110 or 5151 siniess, 2 nonprofit public bmadmhngi with
a fradde or business vader NATCS cade 511110 or 5251, or an Tetemet-oaly news arpmoﬁmlpubkshumtgmdmmswﬂom
Wm&mmmmmdewmemmmmqum:tﬁm.’lﬁﬂmp}uympm’
Iocating; of (5}ifa Sﬂl(c}(‘a‘) o@mnﬁm, an £higible 301{c){0) organization, ofher eligthle 501(c) nrpanization, elighile destination mad:dmg
organization, emplaysno 00 employees per physical location.

L4 Iw:nmmplywhmmamhmbhwﬂhmemﬂnghsmmerhmﬂzumsmﬂmﬁ:m

. Mmmmmmmwmmmmmmmmm@hmmmmuxwmm
Program Rules including the profibiton on using loan preceeds for loblying activities and expenditures. I Appficant is a news organization that
became efigible fora foan under Section 317 of the Economic Aid te Hard-Hit Small Businesses, Nosprofits, and Vemes Act, proceeds of the loan
wmbeusndtum:ppmtmnmewmpanmtcfﬁmmmﬁﬁm&m&m&sﬂhﬂhcﬂy&mﬂwmm&mﬁm
Ifthe Applicant is an Internet-only news or periodical publisher ihiat became ligfble for a loan wnder Section 5801 of fie Ametican Rescre Plan
Act oF 2021, tllep'mdsofhhmwﬁhuﬂmmmmﬁﬁnmmﬁ%hmmmmmwhm«
regional news.

. IwmmAmwmmmhmmhﬁMm~mwmm
. mAppﬁcmtismtmgagedhmyacﬁvﬁymxisiuegalmdﬁfaMLMMMEw.
69.  Additionally, second-draw PPP appliéations continued to r_equire_’é another
certification that all information provided on the application is true and accurate in élf material

respects as well as to certify their understanding that a false statement made in order to obtain a

guaranteed loan from the SBA is punishable under the law. From SBA Form 2483-SD:

i nly s Esscid R o
.C momlbymmmnut‘mtm five years anf/o aﬁnenfuptu%iﬂﬂﬂﬂ, e
by i of mot more than two years amdier a fine of not more than $5,000; and, if eubmitted to a federally insored
msnmmn,mﬂerlsUSC.lﬂl4bympnmnmofnutmmnﬂ:mﬂmyymsandkzzﬂnwfmtmthm$lNGOOO

70.  Finally, qui tam lawsuits are an appropriate remedy for violations of the PPP rules
and regulations. In remarks given on February 17, 2021, for example, Acting Assistant Attorney
General Brian M. Boynton explained: “It is clear to me and my colleagues in the Civil Division-
and I'm sure to all of you-that the False Claims Act will play a significant role in the coméing years

as the government grapples with the consequences of this pandemic.” As he further pofhted out,
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“[t]he vast majority of the funds distributed under these programs have gone to eligible recipients.
Unfortunately, some individuals and businesses applied for-and received- payments to which they
were not entitled.” Accordingly, “qui tams will continue to be an essential source of new leads,
and the Department {of Justice] will continue to rely on whistleblowers to help root out the misuse
and abuse of taxpayer funds.”
VII. DEFENDANTS’ FRAUD
71.  Defendants knowingly told the SBA and participating lenders that tlgley were
| qualified entities to receive PPP loans, even though they are all not-for-profit hor;;eowners
associations, condominium associations, or country clubs that do not qualify as qualified entities
under Congress’s act. They also all knowingly misrepresented théir need for these Ioahs. Their
fraud debrived the United States of the ability to loan appropriated funds to qualified .buiisinesses,
as the funding for PPP loans ran out shortly after Defendants ainplied for their loans. :

72,  Defendants’ false certification that they were qualified occurred despite them
knowing or recklessly disregarding the fact that they were ineligible nonprofit organizations and
that not-for-profit organizations like them were not eligible for-profit businesses under SBA
Section 7(a) or “business interests” pursuant to the CARES Act or even SBA’s guidance and
regulations. In fact, the SBA published—and, upon congressional amendments, updateiéd, FAQs
for the PPP loans including an answer for *Who is Eligible’—and neither not-?for-proﬁt
community associations like housing associations and condominium associations nor not-for-
profit country clubs were ever listed in the answer to that question. The only communi‘gy groups
that was ever listed were housing cooperatives, and that was after specific congressional
amendments to allow housing cooperatives to apply. Additionally, *non-profit businesses” were

explicitly excluded in official guidance, further telling Defendants—who are all non-profit or not-
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for-profit organizations—that they were ineligible. Further, because the associations’ lobbyists
were fighting for inclusion in the PPP, the Defendants inherently knew that they could n:j)t qualify
without new amendments by Congress that never materialized. Defendants realized they (l?:ould slip
by rushed bankers and regulators by purporting to be a “business interest” without actually being
one.

73.  Defendants’ other false certifications—that economic uncertainty made'i the PPP
loans necessary to support their ongoing operations—were in bad faith, given the s&ong finances
of Defendants and how they could raise money. The SBA required applicants to make this
certification in good faith and admonished applicants to consider “their ability to access other
sources of liquidity sufficient to support their ongoing operations in a manner that is not
.signiﬁcanﬂy detrimental to the business.” The SBA even gave an example of a business that could
not make this certification: “it is unlikely that a public company with substantial market value and
access to capital markets will be able to make the required certification in good faith.” lelere is no
circumstance under which a homeowners’ association, condominium association, or not-for-profit
country club could certlfy in good faith that they do not have access to other sources of liquidity
to support their ongoing operations. While Defendants were not pubhc companies, they still had
substantlal value of their own and access not only to capital markets but also a more readily
available source of funds—the wealthy members and assets. For example, Rancho Santa Fe as
recently as the fiscal year ending June 30, 2019 had almost $18 million in annual revenue and over
$60 million in total assets (including almost $16 million in cash, savings, and temporary cash
investments). Unlike businesses (who rely on sales by voluntary consumers, or other voluntary

busmess) or even 501(c)3) nonprofits (who rely on voluntary donations), housing aSSUCIatIOHS

condominium associations, and not-for-profit country clubs do not rely on such voluntar_/ funding
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subject to economic whims—instead, they rely on mandatory assessments and/or duesi and fees
from their membership. Defendants’ members are particularly wealthy, often with net _Ezworth of
tens of millions of dollars, and it would not have been a hardship to raise their assessmerjlts and/or
dues and fees in order to continue operations even assuming the highly doubtful proposition that
the pandemic represented a hardship on these defendants.

74.  Furthermore, these associations and country clubs ali have statutory authority and
powers including the power to make contracts and guaranties, incur liabilities, and :;ecure its
obligations by mortgage and pledge of all or any of its property, franchises or income. =;Seea CAL.
Corp. CODE § 7140. Homeowners associations and condominium associations generally have the
additional powers to assess a sum of money which if not paid by the owner of a parcel, can result
in a lien against the parcel. See CAL. CIv. CODE §§ 6800, 6820. These powers are furthz_:r reason
that Defendaﬁts’ false certifications fhat they needed the PPP loans were thus in k:nt;)wing or
reckless ignorance of their true financial situation, |

75.  The Defendants’ faise certifications to the SBA and the lenders were material,
because the SBA and lenders were relying on the honesty of applicants to process PPP loans as
quickly as possible in order to get relief to American businesses as Congress intended.

76, Moreoyer, most of the Defendants, building on this fraud, have already a]éplied for
loan forgiveness from the United States and had their loans forgiven in full, thus directly tiiepriving
the United States of the full amount of the loans and the interest accrued on the loans. The
forgiveness actually given (and forgiveness potential for entities that have not applied) is equal to
hundreds of thousands if not millions of dollars per Defendant.

77.  Some of the Defendants went even further and applied for a second loan, yet again

fraudulently and falsely claiming that they were eligible entities under the CARES Act, even
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though they are just homeowners associations, condominium associations, or not-for-profit
country clubs.

78.  The damages suffered by the United States extended beyond the simple a'jmount of
the loans. The damages also include the Government’s other incidental expenses suppérting the
particular PPP loans. For example, Defendants induced the United States to pay fees to banks and
other financial institutions in order to execute these fraudulent loans. | I

79.  Each Defendant knowingly and falsely certified that it was “eligible to ;receive a
loan under the rules in efféct at the time th[e] application is submitted.” They also falsely certified
that “[c]urrent economic uncertainty makes this loan request necessary to support the ongoing
operations of the Applicant.” Defendants each applied for and received loans in violation of the

FCA as summarized in the following table:

# of Loan(s) Date Loan Amount of
Defendant Loans Amount Loan(s) Forsiven? | Loan

Rec’d ua Approved orgiven: Forgiven
Rancho Santa Fe Association ' .
(https://www.rsfassociation.org/) 1 $1,542,100 04/11/20 Yes | $1,551,738
Beverly Hills Tennis Club, Inc. 1 $283,200 4/15/2020 | Unknown Unknown
Bighorn Golf Club ’ '
(https://www.bighorngolf.com/) 1 $2,582,432 4/12/2020 Yes $2,612,489
Bighorn Homeowners Association Inc 1 $701,485 4/12/2020 Unknown || Unknown
Bodega Harbour Homeowners 1 $333281 | 04/28/20 Yes |  $337,938
Asspcmtlon
Canyon Lake Property Owners
Association 1 $1,103,000 4/15/2020 Yes $1,113,907
(https://www.canyonlakepoa.com/) ' _
Club Donatello Owners Association 2 gigg’ggg Tg;ggg? 3{22 iig;’ggz
Crown Towers Homeowners Association 1 $126,000 04/27/20 Yes $127,143
Four Seasons Homeowners Association 1 $125,000 04/29/20 Yes $126,397
Glendora Country Club ‘ 1 $471,685 04/15/20 Yes $474,412
Heritage Palms Homeowners , | $350,000 | 4220120 Yes $351,860
(https://www heritagepalmsindio.com/) $661,558 02/03/21 Yes $§66’61 > »
Heritage Ranch Owners Association 1 $256,700 5/1/2020 Yes $259,645
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Hidden Valley Lake Association 1 $893,300 04/29/20 Yes $900,819
Lake Of The Pines Association 1 $693,200 04/30/20 Yes $701,133
Monte Vista Grove Homes '
(https+//www.mvh.org) 1 $951,000 5/8/2020 Yes $960,§62
i"”h Coast Village Condominium 1 $359,000 | 4/28/2020 Yes $363,079

ssociation
PGA West Residential Associatipns, Inc. 1 $229.287 6/22/2020 Yes $232,440
The Palms Golf Club, Inc. 2 $327,035 5/7/2020 Yes $328,791
(https://thepalmsgc.org/) $425,260 2/5/2021 Yes $429,198
Pine Mountain Lake Association 2 $687,500 04/14/20 Yes $692,045
(https://www.pinemountainlake.com/) $950,000 02/03/21 Yes $953,431
Regenoy Wilshirs Homeawners 1| $151,000 | 04/28020 Yes $152,427

ssoclation ;
San Diego Country Estates Association 5 $970,200 4/13/20 Yes $977,244
(https://www.sdcea.net/) $849,971 2/1/21 Yes $855,909
The Santaluz Club, Inc 1 $1,250,000 4/8/2020 Yes $1,257,158
The Sea Ranch Association 1 $757,047 5/1/2020 | Yes; In part $281,522
ii:;/en Lakes Home Owners Association, 1 $324,355 4/27/2020 Yes $328,087
Shady Canyon Golf Club, Inc. ’
(https://www.shadycanyongolfelub.com/) 1 $1,689,200 4/3/20 Yes $1,698,595
Sierra Towers Condominium 1 $239,300 | 04/3020 Yes $241,785
Association, Inc
Smith Ranch Homes Homeownets 1 | $815640 | 4/2820 | Yes;Inpart| $218,540
Association
Sun City Lincoln Hills Community
Association 1 $1,424,800 05/03/20 Unknown ‘| Unknown
(https://suncity-lincolnhills.org/) '
Valley-Hi Country Club ’ 1 $428,055 03/01/21 Yes $431,315
The Villages Golf and Country Club
(https://www.thevillagesgee.com/) 1 $1,612,414 5/1/2020 Yes $1,631,942
Wilshire-Holmby Homeowners 1 $183.250 | 04/28/20 Yes $184.239
Association Inc .
The Wilshire-Westholme Homeovwners 1| $147250 | 04227120 Yes $148,186
Association, Inc '
Woodhaven Country Club Homeowners |, 1 g331 800 | 4/30/2020 Yes $333,764
Association
Yosemite LLakes Owners' Association 1 $650,492 04/15/20 Yes $659,019

80.  Rancho Santa Fe applied for and received a PPP loan of $1,542,100, approved on

April 11, 2020. In Rancho Santa Fe’s application, Rancho Santa Fe knowingly and falsely_! certified

that it was “eligible to receive a loan under the rules in effect at the time th[e] application is
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submitted.” It also falsely certified that “[cJurrent economic uncertainty makes this loan request
necessary to support the ongoing operations of the Applicant.” Rancho Santa Fe has‘aﬁplied for
forgiveness, and the United States forgave this loan (through its agent lencier) in the a;mount of
$1,551,738 (including interest). :

81.  Beverly Hills Tennis applied for and received a PPP loan of $283,200, app':roved on
April 15, 2020. In Beverly Hills Tennis’s application, Beverly Hills Tennis knowingly and falsely
certified that it was “eligible to receive a loan under the rules in effect at the time thje] apéi)lication
is submitted.” It also falsely certified that “[cJurrent economic uncertainty makes this loai‘n request
necessary to support fhe ongoing operations of the Applicant.” The current status of this loan is
unknown,

82.  Bighorn Golf applied for and received a PPP loan of $2,582,432, approveq on April
12, 2020. In Bighorn Golf’s appl.ication, Bighorn Golf knowingly and falsely certified t};mt it was
“eligible to receive a loan under the rules in effect at the time th[e] application is subn_;iitted.” It
also falsely certified that “[cJurrent economic uncertainty makes this loan request necessary to
support the engoing operations of the Applicant.” Bighorn Golf has applied for forgiveg.les_s, and
the United States forgave this loan (through its agent lender) in the amount of $é',612,489
(including interest). |

83.  Bighorn HOA applied for and received a PPP loan of $701,485, approved on April
12, 2020. In Bighorn HOA’s application, Bighorn HOA knowingly and falsely certified that it was
“eligible to receive a loan under the rules in effect at the time th{e] application is submitted.” It
also falsely certified that “[c]urrent economic uncertainty makes this loan request necessary to

support the ongoing operations of the Applicant.” The current status of this loan is unk:nown
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84.  Bodega Harbour applied for and received a PPP loan of $333,281, app:;.‘oved on
April 28, 2020. In Bodega Harbour’s application, Bodega Harbour knowingly and faIseI){ certified
that it was “eligible to receive a loan under the rules in effect at the time thie] application is
submitted.” Tt also falsely certified that “[c]urrent economic uncertainty makes this loan request
necessary to support the ongoing operations of the Applicant.” Bodega Harbour has applied for
forgiveness, and the United States forgave this loan (through its agent lender) in the amount of
$337,938 (including interest), | 3

85.  Canyon Lake applied for and received a PPP loan of $1,103,000, approvec‘: on April
15, 2020. In Canyon Lake’s application, Canyon Lake knowingly and falsely certified that it was
“eligible to receive a loan under the rules in effect at the time th[e] application is subrﬁitted.” It
also falsely certified that “[c]'urrent economic uncertainty makes this loan request nec;i:ssary to
support the ongoing oﬁeratiOns of the Applicant.” Canyon Lake has applied. for forgiveness, and
the United States forgaVé this loan (through its agent lender) in the amount of $lj,1 13,907
(including interest). |

86.  Club Donatello applied for and received a PPP loan of $195,800, approved on April
27,2020. Club Donatello also applied for and received a second PPP loan of $195,800, approved
on January 22, 2021. In Club Donatello’s applications, Club Donatello knowingly ard falsely
certified that it was “eligible to receive a loan under the rules in effect at the time th[e] a;éplictation
is submitted.” It also falsely certified that “[c]urrent economic uncertainty makes this loan request
necessary to support the ongoing operations of the Applicant.” Club Donatello has aﬁplied for
forgiveness, and the United States forgave its first loan (through its agent lender) in the ainount of

$197,829 (including interest). Club Donatello also applied for forgiveness for its second i,'.oan, and
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the United States forgave this second loan (through its agent lender) in the amount of 5197,274
(including interest).
87.  Crown Towers applied for and received a PPP loan of $126,000, approvedz on April
27, 2020. In Crown Towers’s application, Crown Towers knowingly and falsely certiﬁjed that it
was “eligible to receive a loan under the rules in effect at the time th[e] application is sufamiﬁed.”
It also falsely certified that “[clurrent economic uncertainty makes this loan request neciassary to
support the ongoihg operations of the Applicant.” Crown Towers has applied for forgiveiéless, and
the United States forgave this loan (through its agent Iender) in the amount of $127,143 (including
interest). .
88.  Four Seasons applied for and received a PPP loan of $125,000, approved on April
29, 2020. In Four Seasons’s application, Four Seasons knowingly and faléely certified that it was
“eligible to receive a loan under the rules in effect at the time th{e] application is submltted a3
also falsely certified that “{c]urrent economic uncertainty makes this loan request necéssary to
support the ongoing operations of the Applicant.” Four Seasons has applied for forgweness, and
the United States forgave this loan (through its agent lender) in the amount of $126,397 (f;ncluding
interest). .
89. Glendéra Club applied for and received a PPP loan of $471,685, approved; on April
15, 2020. In Glendora Club’s application, Glendora Club knowingly and falsely certiﬁ;ed that it
was “eligible to receive a loan under the rules in effect at the time tﬁ[e] application is submitted,”
It also falsely certified that “[cJurrent economic uncertainty makes this loan request ncdessary to
support the ongoing operations of the Applicént.” Glendora Club has applied for forgiveness, and
the United States forgave this loan (through its agent lender) in the amount of $474,412 (ijncluding

-interest).
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90.  Heritage Palms applied for and received a PPP loan of $350,000, approved on April
29, 2020, Heritage Palms also applied for and received a second PPP loan of $661,558, z;.pproved '
on February 3, 2021. In Heritage Palms’s applications, Heritage Palms knowingly and falsely
certified that it was “eligible to receive a loan under the rules in effect at the time th[e] application
is submitted.” It also falsely certified that “[cJurrent economic uncertainty makes this loan request
necessary to support the ongoing operations of the Applicant.” Heritage Palms has aﬁplied for
forgiveness, and the United States forgave its first loan (through its agent lender) in the a'zmount of
$351,860 (including interest). Heritage Palms also applied for forgiveness for its second floan, and
the United States forgave this second loan (through its agent lender) in the amount of $666,615
(including interest).

91.  Heritage Ranch applied for and received a PPP loan of $256,700, approvec;l on May
1, 2020. In Heritage.R_anch’s application, Heritage Ranch knowingly and falsely certiﬁ;éd that it
was “eligible to receive a loan under the rules in effect at the tiiné th[e] application is submitted.”
It also falsely certified that “[c]urrent economic uncertainty makes this loan request necessary to
support the ongoing operations of the Applicant.” Heritage Ranch has applied for forgiveness, and
the United States forgave this loan (through its agent lender) in the amount of $259,645 (including
interest).

92, Hidden Valley Lake applied for aind received a PPP loan of $893,300, ap;;}roved on
April 29, 2020. In Hidden Valley Lake’s application, Hidden Valley Lake knowingly aﬁd falsely
certified that it was “eligible to receive a loan under the rules in effect at the time th[e] application
is submitted.” It also falsely certified that “[cJurrent economic uncertainty makes this Iqé_n request

necessary to support the ongoing operations of the Applicant.” Hidden Valley Lake ha; applied
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for forgiveness, and the United States forgave this loan (through its agent lender) in the amount of
$900,819 (including interest).

93. Lake of the Pines applied for and received a PPP loan of $693,200, apﬁi'oved on
April 30, 2020. In Lake of the Pines’s application, Lake of the Pines knowingly aﬁd falsely
certified that it was “eligible to receive a loan under the rules in effect at the time th[e] ap_plication
is submitted.” It also falsely certified that “[c]urrent economic uncertainty makes this loaé'l request
necessary to support the ongoing operations of the Applicant.” Lake of the Pines has api'plied for
forgiveness, and the United States forgave this loan (through its agent lender) in the ainount of
$701,133 (including interest).

94.  Monte Vista Grove applied for and received a PPP loan of $951,000, approved on
May 8, 2020. In Monte Vista Grove’s application, Monte Vista Grove knowingly aﬁ_d falsely
certified that it was “eligible to receive a loan under the rules in effect at the time th[e] a;;plication
is submitted.” It also falsely certified that “[c]urrent economic uncertainty makes this Ioaén request
necessary to support the ongoing operations of the Applicant.” Monte Vista Grove has ap;pliec.:l for
forgiveness, and the United States forgave this loan (through its agent Iender) in the a#nount of
$960,562 (including interest). f'!

95, - North Coast Village applied for and received a PPP loan of $359,900, app;roved on
April 28, 2020. In North Coast Village’s application, North Coast Village knowingly and falsely
certified that it was “eligible to receive a loan under the rules in effect at the time th{e] application
is submitted.” It‘also falsely certified that “[cJurrent economic uncertainty makes this loan request
necessary to support the ongoing operations of the Applicant.” North Coast Village has appiied
for forgiveness, and the United States forgave this loan (through its agent lender) in the a%mount of
$363,079 (including interest). | |

25



Case 3:22-cv-01285-GPC-KSC  Document1 Filed 08/30/22 PagelD.162 Page 27
of 43

96.  The Palms applied for and received a PPP loan of $327,035, approved o:i1 May 7,
2020. The Palms also applied for and received a second PPP loan of $425,260, app}j'oved on
February S, 2021. In The Palms’s applications, The Palms knowingly and falsely certiﬁed that it
was “eligible to receive a loan under the rules in effect at the time th[e] application is .submitted.”
It also falsely certified that “[cJurrent economic uncertainty makes this loan request necessary to
support the ongoing operations of the Applicant.” The Palms has applied for forgiveness, and the
United States forgave its first loan (through its agent lender) in the amount of $328,791 (including
interest). The Palms also applied for forgiveness for its second loan, and the United Statc'j_s forgave
this second loan (through its é.gent lender) in the amount of $429,198 (including intcrestj.

97.  PGA West applied for and received a PPP loan of $229,287, approved énj June 22,
2020. In PGA West’s application, PGA West knowingly and falsely certified that it Was;“eligible
to receive a loan under the rules in effect at the time th[e] application is submitted.” It aI::['o falsely
certified .that “[c]urrent economic uncertainty makes this loan request necessary to suipport the
ongoing operations of the Applicant.” PGA West has applied for forgiveness, and the Unifed States
forgave this .Ioan (through its agent lender) in the amount of $232,400 (including interesf).

98.  Pine Mountain Lake applied for and received a PPP loan of $687,500, approved on
April 14, 2020. Pine Mountain Lake also applied for and received a second PPP loan of $9S0,000,
approved on February 3, 2021. In Pine Mountain Lake’s applications, Pine Mouniiain Lake
knowingly and falsely certified that it was “eligible to receive a loan under the rules 1n effect at
the time th[e] application is submitted.” It also falsely certified that “[clurrent é-conomic
uncertainty makes this loan request necessary to support the ongoing operations of the Agplican 7
Pine Mountain Lake has applied for forgiveness, and the United States forgave its iiirst loan

(through its agent lender) in the amount of $692,045 (including interest), Pine Mountain Lake also
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applied for forgiveness for its second loan, and the United States forgave this second loan (through
its agent lender) in the amount of $953,431 (including interest).

99.  Regency Wilshire applied for and received a PPP loan of $151,000, app;roved on
April 28, 2020. In Regency Wilshire’s application, Regency Wilshire knowingly a.nd falsely
certified that it was “eligible to receive a loan under the rules in effect at the time th[e] ap:plication
is sﬁbmitted.” It also falsely certified that “[c]urrent economic uncertainty makes this loa?n request
necessary to support the ongoing operations of the Applicant.” Regency Wilshire has aéplicd for
forgiveness, aﬁd the United States forgave this loan (through its agent lender) in the a%nount of
$152,427 (including interest).

100. San Diego Country Estates applied for and received a PPP loan of $970,200,
approved on April 13, 2020. San Diego Country Estates also applied for and received a second
PPP loan of $849,971, approved on February 1, 2021, In San Diego Country ?Estates’s
applications, San Diego Country.Estates knowingly and falsely certified that it was “e;iigible to
receive a loan under the rules in effect at the tim_e. thle] application is submitted.” It als;o falsely
certified that “{c]ur;ent economic uncertainty makes this loan request necessary to support the
ongoing operations of the Applicant.” San Diego Country Estates has applied for forgiveness, and
the United States forgave its first foan (through its agent lender) in the amount of ffi977,244
(including interest). San Diego Country Estates also applied for forgiveness for its secénd loan,
and the United States forgave this second loan (through its agent lender) in the amount of $85 5,909
(including interest).

101.  Santaluz Club applied for and received a PPP loan of $1,250,000, approved on
April 8, 2020. In Santaluz Club’s application, Santaluz Club knowingly and falsely certified that

it was “eligible to receive a loan under the rules in effect at the time th[e] application is submitted.”
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It also falsely certified that “[c]urrent economic uncertainty makes this loan request necsssary to
support the ongoing operations of the Applicant.” Santaluz Club has applied for forgivefless, and
the United States forgave this loan (through its agent lender) in the amount of $ll,257,158
(including interest).

102.  Sea Ranch applied for and received a PPP loan of $757,047, approved oﬁ May 1,
2020. In Sea Ranch’s application, Sea Ranch knowingly and falsely certified that it was;“eligible
to receive a loan under the rules in effect at the time th[e] application is submitted.” It al:f;o falsely
certified that “[cjurrent economic uncertainty makes this loan request necessary to _suiaport the
ongoing operations of the Applicant.” Sea Ranch has applied for forgiveness, and the Uniéed States
forgéve this loan in part (through its agent lender) in the amount of $281,522.

103. Seven Lakes -apﬁlied for and received a PPP loan of $324,355, approved;; on April
27, 2020, In Seven Lakes’s application, Seven Lakes knowingly ﬁnd falsely certified tﬁ%at it was
“eligible to receive a loan under the rules in effeét at the'time th[e] application is subnzli'tted.” It
also falsely certified that “[c.]urrent economic uncertainty makes this loan request necessary to
support the ongoing operations of the Applicant.” Seven Lakes has applied for forgivehess, and
the United States forgave this loan (through its agent lender) in the amount of $328,087 (including
interest). _

104. Shady Canyon applied for and received a PPP loan of $1,689,200, aplj_;‘oved on
April 3, 2020, In Shady Canyon’s application, Shady Canyon knowingly and falsely ceriified that
it was “eligible to receive a loan under the rules in effect at the time th[e] application is submitted.”
It also falsely certified that “[c]urrent economic uncertainty makes this loan request necsssary to

support the ongoing operations of the Applicant.” Shady Canyon has applied for forgivehess, and
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the United States forgave this loan (through its agent lender) in the amount of $1,698,595
(including interest).

105.  Sierra Towers applied for and received a PPP loan of $239,300, approved_z on April
30, 2020. In Sierra Towers’s application, Sierra Towers knowingly and falsely certified ttgxat it was
“eligible to receive a loan under the rules in effect at the time th[e] application is submitted.” It
also falsely certified that “[clurrent economic uncertainty makes this loan request necfr_assary to
support the ongoing operations of the Applicant.” Sierra Towers has applied for forgivei.less, and
the United States forgave this loan (through its agent lender) in the amount of $241,785 (including
interest).

106.  Smith Ranch Homes applied for and received a PPP loan of $815,640, approved on
April 28, 2020. In Smith Ranch Homes’s application, Smith Rénch Homes knowingly .ariad falsely
certified that it was “eligible to receive a Ioén under the rules in effect at the tﬁne th[e] application
is submitted.” It also faIser certified that “[c]urrent economic uncertainty makes this loain request
necessary to support the ongoing operations of the Applicant.” Smith Ranch Homes haé applied
for forgiveness, and the United States partially forgave this loan (through its agent lendéi') in the
amount of $218,540.

107.  Sun City applied for and received a PPP loan of $1,424,800, approved oir May 3,
2020. In Sun City’s application, Sun City knowingly and falsely certified that it was “eiigible to
receive a loan under the rules in effect at the time th[e] application is submitted.” It also falsely
certified that “[c]Jurrent economic uncertainty makes this loan request necessary to support the
ongoing operations of the Applicant.” The current status of this loan is unknown,

108.  Valley-Hi applied for and received a PPP loan of $428,055, approved on March 1,

2021. In Valley-Hi’s application, Valley-Hi knowingly and falsely certified that it was “eligible to
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receive a loan under the rules in effect at the time th[e] application is submitted.” It also falsely
certified that “[clurrent economic uncertainty makes this loan request necessary to support the
ongoing operations of the Applicant.” Valley-Hi has applied for forgiveness, and the United States
forgave this loan (through its agent lender) in the amount of $431,315 (including interest).

109.  The Villages applied for and received a PPP loan of $1,612,414, approved on May
1, 2020. In The Villages’s application, The Villages knowingly and falsely certified that it was
“cligible to receive a loan under the rules in effect at the time th[e] application is submitted.” It
also falsely certified that “[c]urrent economic uncei‘tainty makes this loan request necjessary to
support the ongoing operétions of the Applicant.” The Villages has applied for forgive;jness, and
the United States forgave this loan (through its agent lender) in the amount of $1,631,942
(including interest).

110. Wilshire-Holmby applied for and received a PPP loan of $183,250, app oved on
April 28, 2020. In Wilshire-Holmby’s application, Wllshlre-Holmby knowingly and falsely
certified that it was “eligible to receive a loan under the rules in effect at the time th[e] apphcatlon
is submitted.” It also falsely certified that “[c]urrent economic uncertainty makes this loan request
necessary to support the ongoing operations of the Applicant.” Wilshire-Holmby has applied for
férgiveness, and the United States forgave this loan (through its agent lender) in the amount of
$184,239 (including interest). : |

111. Wilshire-Westholme applied for and received a PPP loan of $147,250, appiroved on
April 27, 2020. In Wilshire-Westholme’s application, Wilshire-Westholme knowingly and falsely
certified that it was “eligible to receive a loan under the rules in effect at the time th[e] application
is submitted.” It also falsely certified that “[c]urrent economic uncertainty makes this loa request

necessary to support the ongoing operations of the Applicant.” Wilshire-Westholme has applied
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for forgiveness, and the United States forgave this loan (through its agent lender) in the amount of
$148,186 (including interest). |

112, Woodhaven Club HOA applied for and received a PPP loan of $331,800, ;pproved
on April 30, 2020. In Woodhaven Club HOA’s application, Woodhaven Club HOA k]'élowingly
and falsely certified that it was “gligible to receive a loan under the rules in effect at the time th[e]
application is submitted.” It also falsely certified that “[c]urrent economic uncertainty makes this
loan request necessary'to suplﬁort the ongoing operations of the Applicant.” Woodhaéfen Club
HOA has applied for forgiveness, and the United States forga\}e this loan (through its ageflt lender)
in the amount of $333,764 (including interest). |

113.  Yosemite Lakes applied for and received a PPP loan of $650,492, approved on
April 15,2020. In Yosemite Lakes’s application, Yosemite Lakes knowingly and falsely certified
that it was “eligible to receive a loan under the rules in effect at the time th|e] appliéation is
submitted.” It also. falsely certified that “[clurrent economic uncertainty makes this 103,%1 request
necessary to support the ongoing operations of the Applicant.” Yosemite Lakes has a;:;plied for
forgiveness, and the United States forgave this loan (through its agent lender) in the amount of
$659,019 (including interest),

VIII. ACTIONABLE CONDUCT BY DEFENDANTS !

A. FALSE CLAIMS ACT

114. This is an action to recover damages and civil penalties on behalf of the United
States and the Relator arising from false or fraudulent statements, claims, and acts by Defendants
made in violation of the False Claims Act, 31 U8.C, §§ 3729-32.

115. The FCA provides that any person who:

(A) knowingly presents, or causes to be presented, a false claim or
fraudulent claim for approval; [or] '
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i

(B) knowingly makes, uses, or causes to be made or used, a false record c}r
statement material to a false or fraudulent claim;

is liable to the Government for a civil penalty not less than $11,665 and not more than
$22,331 for each such claim, plus three times the amount of damages sustained by the

Government because of the false or fraudulent claim. See 31 U.S.C. § 3729(a)(1).

116. The FCA defines “claim” as:

(A) [] any request or demand, whether under a contract or otherwise, for
money or property and whether or not the United States has title to the
money or property, that— '

(i) is presented to an officer, employee, or agent of the United States;
or

(i) is made to a contractor, grantee, or other recipient, if the money
or property is to be spent or used on the Government’s behalf or to
advance a Government program or interest, and if the United Statés
Government—

31 provideé or has provided any portion of the money c}r
property requested or demanded; or

(I will reimburse such contractor, grantee, or other
recipient for any portion of the money or property which is
requested or demanded. ...

31 U.S.C. § 3729(b)(2).

117.  The FCA allows any persons having knowledge of a false or fraudulf:;nt claim
against the Government to bring an action in fgderal_ district court for themselves and for the
Government and to share in any recovery as authorized by 31 U.S.C. § 3730.

118. Based on_these provisions, Relator Riner, on behalf of the United States and on his
own behalf, seeks through this action to recover damages and civil penalties arisi_;ng from

Defendants’ violations of the False Claims Act.
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B. DEFENDANTS’ VIOLATIONS OF THE FALSE CLAIMS ACT
i Presentation of False or Fraudulent Claims (31 U.S.C. § 3729(a)}(1)(A))

119.  In2020 and 2021, Defendants knowingly presented false and fraudulent djlaims for
payment and approval directly to their lenders, deputized agents of the United States gow?emment,
which falsely stated that they were eligible entities for PPP loans and that they needed the loans in
order to support their ongoing operations. The falseness of these claims was exacerbatjed When
Defendants applied for forgiveness of their loans and falsely certified that they compliec%l with all
the requirements of the PPP Rules.

120. Dué to Defendants” actions, Defendants collectively borrowed millions t;f dollars
of forgivable loans that, even if paid back, are also setat a below-market interest rate. These loans
were disbursed at the expense of countless United States businesses who qualified for PPP loans
but could nbt apply because Congress’s funding ran out. Additionally, the United States:' has paid
millions of dollars to lenders for the forgiven loans, which is now lost. Accordingly, t},jle United
States has suffered actual damages and is entitled to recover treble damages plus a civil }honetary
penalty for each false claim. |

ii, Making or Using—or causing to be made or used—False Reqords or
Statements Material to False or Fraudulent Claims (31 U.S.C. § 3729(51}(1)(3))

121. In 2020 and 2021, Defendants made, use, or caused to be made or uéed, false
records or statements material to false or fraudulent claims paid or approved by the Government.

122. Defendants knew that their applications falsely certified that they were entities
eligible to reqeive PPP loans and that they falsely certified that the PPP loans were necessary to
support ongoing operations, Beyond Defendants” own direct claims, Defendants’ false statements
knowingly caused these false claims, which were material to the lenders’ eventual clairéns to the

United States for additional interest and loan-forgiveness reimbursement.
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123.  Due to Defendants’ actions, Defendants collectively borrowed millions r{nf dollars
of forgivable loans that their lenders’ then received millions of dollars in payrr;ients for
administering and reimbursing. The United States disbursed this money to the Iendérs at the
expense of countless United States businesses who qualified for PPP loans but could not apply
because Congress’s funding ran out. Additionally, the United States has paid millions of dollars to
lenders for the forgiven loans, which is now lost. Accordingly, the United States has suffered actual
damages and is entitled to recover treble damages plus a civil monetary penalty for eétch false
claim. ‘

C. DEFENDANfs’ VIOLATIONS OF THE FALSE CLAIMS ACT ARE MATERIAL.

124, A false or fraudulent claim under subsection (a)(1)(A)ora false record or statement
under subsection (a)(1)(B) subjects a defendant to liability if it is material. The False Claims Act
defines “material” as “having a natural tendency to inﬂuencé, or be capable of inﬂucﬁ cing, the
payment or rccéipt of money or property.” 31 U.S.C. § 3729(b)(4).

125. The United States set up a multi-part process of reliance-on others in: order to
expeditiously execute the PPP program and keep the economy on track despite the COVID-19
Pandemic. First, Congress and the SBA authorized certain lenders to issue PPP loans without the
Government’s prior review or express approval. Second, although lenders were delegated the
responsibility for determining borrower eligibility, the lenders were directed to use forms
promulgated by the SBA that included numerous certifications—including a certiﬁ;cation of
eligibility.

126.  The lenders—and thus by extension the United States Govemment-—-relie;_:l heavily
on these certifications. Indeed, when the PPP was originally funded with $349 Billion, th(:}se funds

|
were depleted less than three weeks after the CARES Act first passed. Lenders and the United
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States Government instinctively relied on applicants’ promises of eligibility, particularly when no
data submitted on the application obviously indicated ineligibility.

127. In particular, to process loans so quickly, lenders utilized an automated.%tool that
compared loan data against publicly available information and identified anomalies that may
indicate non-compliance purely based on this data. See SBA Procedural Notice, No. 5000-20092
(Feb. 10, 2021).! This data was largely limited to information about the number of emplo;yees and
payroll size of applicant companies? which were key components to qualifications as xgvcll. The
automated tool’s focus on this vdata, however, meant that qualifications such as the fact }:hat only
certain types of entities (“business interests” and certain specified other organizations) were less
noticeable and more tied to applicants’ certification that they qualified for the PPP loan in the first
instance.

128. The SBA sometimes conducted additional data analysis beyond the automated tool
in order to identify noncompliant applicants. But again, their data analysis was limited tr‘:_) the data
available and necessarily was unable to catch entities that applied for PPP loans but Were‘not
“business interests” or other qualified organizations. Again, the SBA relied on the certifications of
applicants that they were qualified for SBA loans.

129. By making false and fraudulent misrepresentations that they were qualifiec?l for PPP
loans and that they complied with all PPP requirements, the Defendants here took adv;mtage of
the automated tool and data analyses used by lenders and the United Statés Government in order

to defraud those institutions. Defendants’ certifications of qualification and corpliance,

notwithstanding their knowledge that they did not qualify due to their HOA and condominium-

1 Available at https://www.sba. gov/snes/default/ﬁles/2021-02/Procedura1%20Notlce%205000~20092%20-
%20Revised%20PPP%20Procedures%20to%20Address%20Hold%20Codes-508.pdf.
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association and not-for-profit country-club statuses, not only had the natural tendency to ‘nfluence
the award and forgiveness of PPP loans but in fact did so. Defendants’ fraudulent .::md false
certifications specifically evaded the compliance measures used by the United States Gox?iernmcnt
and participating lenders. Had Defendants told the truth, and noted that they lacked q_ualiﬁcation
(or even that their qualifications were questionable) due to their HOA or condominium-association
or not-for-profit country-club status, they would not have received PPP loans or forgiveness for
those loans,
IX. CAUSES OF ACTION

A, COoUuNT I — PRESENTATION OF FALSE OR FRAUDULENT Crams (31 U.S.C.
§ 3729(a)(1)(A))

130. Relator alleges and incorporates by reference each and every allegation contained
in paragraphs 1-118, 119-20, and 124-29 of this Complaint. I

131.  In 2020 and 2021, Defendants knowingly presented or caused to be preserited fallse
or fraudulent claims for payment or approval to the United States Government for PPP ﬁoans and
forgiveness of their PPP Loans. |

132, Specifically, Defendants submitted or caused the submission of false or fraudulent
claims when they applied for PPP loans and falsely and fraudulently stated that they were eligible
entities for PPP loans and that they needed the loans in order to support their ongoing operations,
even though they knew that they were ineligible and that they did not need the loans t‘i) support
their ongoing obligations.

133. The false PPP applications were “claims” under the FCA because they were
“request[s] or demand[s] ... for money or property ... that” were “presented to ar officer,

employee, or agent of the United States.” 31 U.S.C. § 3729(b)(2)(A)(i) (emphasis added}. Indeed,

they were requests for money submitted directly to financial institutions as agents of the United
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States. Alternatively, the PPP applications were claims because the financial institutions were
“contractor[s], grantee[s], or other recipient[s]” of money who would be “reimburse[d]. for any
portion of the money or property which [wa]s requested or demanded.” Id. § 3729(b)(2){;A)(ii).

134.  Defendants also submitted or caused submission of claims when they apiplied for
forgiveness of their PPP loans and falsely and fraudulently certified that they complied with all
the requirements. of the PPP Rules, even though they knew they did not.

135.  The applications for forgiveness were likewise additional claims, beca_é"use they
further “request[ed] or demand[ed}” money or property from the United States, similér to ‘;he initial
PPP loan applications. See 31 U.S.C. § 3729(b)(2)(A).

136. | The United States Government, unaware of the material falsity of the claims made
or caused to be made by Defendants, approved, paid, and participated in payments made by the
Government’s fiscal iﬁtermediaries for loans that were not allowed and in loan forgiveness that
otherwise was not allowed. .

137. By reason of these payments, approvals, and loan forgivenesses, the Go:%vernment
has been dam.a§ed in an amount yet to be determined. Accordingly, the United States; suffered
actual damages and is entitled to recover treble damages plus a civil monetary penaltyf for each
presentment of a false claim. I
B. COUNT Il — MAKING OR USING FALSE STATEMENTS MATERIAL TO FALSE OR

FRAUDULENT CLAIMS (31 U.S.C. § 3729(a)(1)}(B))

138. Relator allegés and incorporates by reference each and every allegation contained
in paragraphs 1-118, 121-23, and 124-29 of this Complaint.

139.  In2020 and 2021, Defendants knowingly made, used, or caused to be made or used,
false records or statements material to false or fraudulent claims paid or approved by the

Government.
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140.  Defendants’ statements of ecligibility in their PPP applications were false.
Defendants knew that these statements were false because Defendants knew that they é'were not
business entities eligible to receive PPP loans.

141, Defendants’ statements in their PPP applications that they that they needed the
loans in order to support their ongoing operations were false. Defendants knew that these
statements were false because they knew that they could continue their ongoing operations without
a PPP loan.

142.  Defendants’ statements in their applications for forgiveness that they com;éwlied with
all the requirements of the PPP Rules were false. Defendants knew that these statements V}ICI‘G false
because they were ineligible for PPP loans and that they did not need the loans in order té support
their ongoing operations.

143.  Defendants’ false statements herein were material to their claims f_alse and
fraudulent claims for payment and approval that would be made to the United States Go{;ernment
in conjunction with theﬁ statements. The statements also made the financial institutions’ claims
for payment and reimbursement of loan money false and were material to those false claims, as
well.

144.  Defendants’ false statements were material because the Government’s lending
agents—and by extension the United States Government itself—heavily relied én these
certifications in processing PPP loans as quickly as possible with the assistance of an aittomated
tool that itself would trust these certifications. Defendants’ false statements thus not only had the

natural tendency to influence the award and forgiveness of PPP loans but in fact did so.
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145.  The United States Government, unaware of the material falsity of the ¢laims made
or caused to be made by Defendants due to these material statements, approved, paid, and
participated in payments and forgiveness for loans that were not allowed. ;

146.  But for Defendants’ use of the materially false statements, the PPP loans \‘zvould not
have been paid.

147. Because of their false or fraudulent statements, Defendants earned mi}lions of
dollars through PPP loans to which they are not legitimately entitled. The ultimate Subnr;.iési.on to
the federal Govemmenf of claims for payment was a foreseeable consequence of this frétud. Asa
result, the United States has suffered substantial damages and is entitled to recover treble=damages
and civil monetary penalties.

X. PRAYER FOR RELIEF

148.  WHEREFORE, Riner respectfully requests the Court enter judgmens against

Defendants for violations of the FCA and award the following:
a. damages in the amount of three times the actual damages suffered by the United
States as a result of Defendants’ conduct;
b. Civil penalties against Defendants up to the maximum allowed by law for each
violation of 31 U.S.C. § 3729; 1
¢. The maximum award Relator may recover pursuant to 31 U.S.C. § 37i30(d);
d. All costs and expenses of the litigation, including attorneys’ fees and costs of
court; and |

e. All other relief on behalf of Relator or the United States that the Court deems

just and proper.
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X1 DEMAND FOR JURY TRIAL

149, Pursuant to Federal Rule of Civil Procedure 38, Relator demands a trial by jury.

Respectfully submitted,

Randall C. Owens

State Bar No. 15380700

Michael Adams-Hurta

State Bar No, 24097860
WRIGHT CLOSE & BARGER, LLP
One Riverway, Suite 2200
Houston, Texas 77056
Telephone: (713) 572-4321
Telecopier: (713) 572-4320
owens@wrightclosebarger.com
hurta@wrightclosebarger.com
Attorneys for Relator Wade Riner
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CERTIFICATE OF SERVICE

Thereby certify that on August 29, 2022, a true and correct copy of this Original Complaint
was forwarded to the United States Attorney’s Office for the Southern District of California and
the Department of Justice in Washington, D.C. via certified mail, return receipt requested.

/s/ Michael Adams-Hurta
Michael Adams-Hurta
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