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Joseph M.R. Covey (7492) (jcovey@parrbrown.com)

Cynthia D. Love (14703) (clove@parrbrown.com)

Walter Peterson (17300) (wpeterson@parrbrown.com)

PARR BROWN GEE & LOVELESS, P.C.
101 South 200 East, Suite 700

Salt Lake City, Utah 84111
Telephone: (801) 532-7840
Facsimile: (801) 532 7750

Attorneys for Court-Appointed Receiver Jonathan O. Hafen

UNITED STATES DISTRICT COURT FOR THE DISTRICT OF UTAH
CENTRAL DIVISION

COMMODITY FUTURES TRADING
COMMISSION, and

STATE OF UTAH DIVISION OF
SECURITIES, through Attorney General
Sean D. Reyes

Plaintiffs,
V.

RUST RARE COIN INC., a Utah corporation,
and GAYLEN DEAN RUST, an individual,
DENISE GUNDERSON RUST, an individual,
JOSHUA DANIEL RUST, an individual

Defendants;
and

ALEESHA RUST FRANKLIN, an individual,
R LEGACY RACING INC, a Utah
corporation, R LEGACY ENTERTAINMENT
LLC, a Utah limited liability company, and R
LEGACY INVESTMENTS LLC, a Utah
limited liability company.

Relief Defendants.

MOTION TO APPROVE
SETTLEMENT AGREEMENT WITH
CC SOUNDHOUSE, LLC, CALEB
CHAPMAN, ANDREW SURMANI AND
RICK DRUMM

Case No. 2:18-cv-892

Judge Tena Campbell

Magistrate Judge Dustin B. Pead
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Jonathan O. Hafen, the Court-Appointed Receiver (the “Receiver”) for the assets of Rust
Rare Coin Inc., Gaylen Dean Rust, Denise Gunderson Rust, Joshua Daniel Rust, Aleesha Rust
Franklin, R Legacy Racing Inc., R Legacy Entertainment LLC, and R Legacy Investments LLC
(collectively, the “Receivership Defendants”), respectfully requests authority from the Court to
enter into a settlement agreement with CC Soundhouse, LLC (“CC Soundhouse™), and Caleb
Chapman, Andrew Surmani and Rick Drumm (collectively, the “Principals” and together with
CC Soundhouse, the “CC Soundhouse Parties”), as described below.

On November 27, 2018, the Court entered an Order Appointing Receiver and Staying
Litigation (the “Order”). See Dkt. No. 54. Pursuant to the Order, the Receiver was authorized to
take control of all Receivership Property and “to sue for and collect, recover, receive and take
into possession from third parties all Receivership Property.” Id. 11 7(B), 18. Paragraph 41 of the
Order authorized the Receiver to investigate and participate in actions that are “advisable or
proper to recover and/or preserve Receivership Property.” Id. § 41. And paragraph 7(G)
authorized the Receiver to take all actions “necessary and appropriate for the preservation of
Receivership Property or to prevent the dissipation or concealment of Receivership Property.” Id.
1 7(G). Through this Motion and in an abundance of caution, the Receiver respectfully requests
permission to enter into a settlement agreement with the CC Soundhouse Parties, as described
more fully below.

l. Background Information on CC Soundhouse

CC Soundhouse was promoted as a franchise business which would provide music
studios and an ongoing musical education experience for musicians of all ages. The CC
Soundhouse program would assist students in developing performance skills and allow students

to become part of a performing band where they could hone their musical talent. The ultimate
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goal of CC Soundhouse was to open music studios and sell franchises across the country that
would follow the CC Soundhouse model. As a startup company, CC Soundhouse needed capital
from investors to develop the curriculum and a system for training musicians. As explained in
more detail below, Gaylen Rust (“Mr. Rust”) agreed to provide the capital necessary to help CC
Soundhouse achieve its vision.

1. Mr. Rust’s Investment Into CC Soundhouse

In October 2017, Mr. Rust entered into a Membership Interest Issuance Agreement (the
“Agreement”) with the CC Soundhouse Parties pursuant to which Mr. Rust agreed to invest up to
$4,000,000 in CC Soundhouse and loan CC Soundhouse an additional $1,000,000. The money
was to be paid in 20 monthly installments of $250,000 each. In return for the $5,000,000, Mr.
Rust would obtain an ownership interest in CC Soundhouse of up to 19 percent (19%). The
Agreement further provided that in the event Mr. Rust did not make the full investment to which
he committed, Mr. Rust’s ownership interest would be based pro rata on the amount of money
paid to CC Soundhouse.

Over the next several months, Mr. Rust paid CC Soundhouse $1,400,000 (the “CC
Soundhouse Investment™) in a mixture of investments and loans. In return, Mr. Rust obtained a
five percent (5%) ownership interest in CC Soundhouse. CC Soundhouse used the money
primarily to develop the music and training program. Most of this work was done by the
Principals for which they were paid a total of approximately $400,000 (the “Principal
Payments™).

When Mr. Rust failed to provide the full amount of the promised investments and loans
to CC Soundhouse, and it was subsequently revealed that the funds Mr. Rust had used to invest

and loan money were fraudulently obtained, CC Soundhouse went defunct and was unable to
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continue operating as a going concern. The Principals then began negotiating resolutions of CC
Soundhouse’s outstanding obligations with limited assets as they closed down the operations of
the company. There is no indication or evidence that the Principals or CC Soundhouse were
aware of Mr. Rust’s fraudulent activities or the source of the funds that he had invested and
loaned.

I11.  Settlement Agreement

The Receiver believes that because Mr. Rust used funds that were fraudulently obtained
for his investment, the CC Soundhouse Investment was a fraudulent transfer and subject to claw
back. Furthermore, the Receiver believes that the Principal Payments are potentially subject to
claw back from the Principals as subsequent transferees of the fraudulent funds. The CC
Soundhouse Parties refute such claims and assert that Mr. Rust received equivalent value for the
CC Soundhouse Investment and that the Principal Payments were valid payments for services
provided by the Principals. The CC Soundhouse Parties assert various counter-claims which the
Receiver denies.

The Receiver has closely examined the issues and facts surrounding Mr. Rust’s
investment into CC Soundhouse and recognizes the case against the CC Soundhouse Parties is
particularly complicated and would require a significant investment of Receivership Estate time
and money to engage in what would likely be protracted litigation with a high degree of
uncertainty as to the result. In addition, even assuming a favorable outcome from such litigation,
which is far from certain, because CC Soundhouse is defunct and no longer operating, the
Receiver believes there would be little to no chance of recovery from CC Soundhouse itself. The
more complicated and uncertain claims against the Principals, even if successful, would offer

only uncertain recovery against the Principals due to the uncertainty concerning their
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wherewithal to satisfy a potential judgment. Accordingly, the Receiver believes a prompt
resolution with the CC Soundhouse Parties is in the best interest of the Receivership Estate, and
has reached a proposed settlement (the *“Settlement Agreement”) with the CC Soundhouse
Parties wherein CC Soundhouse shall return to the Receivership Estate $17,500 in six monthly
installments (the “Settlement Payments™) beginning in the month that the Court approves the
Settlement Agreement. Effective once the Settlement Payments have been paid in full, the
Receivership Estate has agreed to relinquishe any ownership in CC Soundhouse. A copy of the
Settlement Agreement is attached hereto as Exhibit A.

The Receiver believes that this Settlement Agreement is in the best interest of the
Receivership Estate in light of the difficult challenge this case presents should the Receiver need
to litigate the matter, and the significant investment of time and money that would be required to
achieve a highly uncertain result. Therefore, the Receiver respectfully requests that the Court

approve the Settlement Agreement as proposed.

DATED this14th day of October 2020.
PARR BROWN GEE & LOVELESS

By:_ /s/ Joseph M.R. Covey
Joseph M.R. Covey
Cynthia D. Love
Walter Peterson
Attorneys for Receiver
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CERTIFICATE OF SERVICE

IT ISHEREBY CERTIFIED that service of the above MOTION TO APPROVE

SETTLEMENT AGREEMENT WITH CC SOUNDHOUSE was (1) electronically filed with

the Clerk of the Court through the CM/ECF system on October 14, 2020, which sent notice of

the electronic filing to all counsel of record, (2) posted on the Receiver’s website

(rustrarecoinreceiver.com), and (3) emailed to all those on the Receiver’s master mailing matrix.

Kristen R. Angelos

UTAH FEDERAL DEFENDER OFFICE
46 W BROADWAY STE 110

SALT LAKE CITY, UT 84101
(801)524-4010

kris_angelos@fd.org

Walter F. Bugden

BUGDEN & ISAACSON LLC
445 E 200 S STE 150

SALT LAKE CITY, UT 84111
(801)467-1700
wally@bilaw.net

Jennifer Juniper Chapin
COMMODITY FUTURES TRADING
COMMISSION

4900 MAIN ST STE 500

KANSAS CITY, MO 64112
(816)960-7746

jchapin@cftc.gov

P. Matthew Cox

SNOW CHRISTENSEN & MARTINEAU
10 EXCHANGE PLACE 11TH FL

PO BOX 45000

SALT LAKE CITY, UT 84145-5000
(801)521-9000

pmc@scmlaw.com

Andrew G. Deiss

DEISS LAW PC

10 W 100 S STE 425

SALT LAKE CITY, UT 84101
(801)433-0226
adeiss@deisslaw.com

Sean N. Egan

SOUTH TEMPLE TOWER STE 1505
136 E SOUTH TEMPLE

SALT LAKE CITY, UT 84111-1139
(801)363-5181

(801)363-5184 (fax)
seannegan@sneganlaw.com

Paula Woodland Faerber

UTAH ATTORNEY GENERALS OFFICE
160 E 300 S5TH FLOOR

SALT LAKE CITY, UT 84114
(801)366-0248

pfaerber@agutah.gov

Jacob L. Fonnesbeck

SMITH WASHBURN LLP

8 E BROADWAY STE 320
SALT LAKE CITY, UT 84111
(801)584-1800
jfonnesbeck@smithwashburn.com

Robert K. Hunt

UTAH FEDERAL DEFENDER OFFICE
46 W BROADWAY SUITE 110

SALT LAKE CITY, UTAH 84101
(801)524-4010

robert_hunt@fd.org

Jennifer R. Korb

UTAH ATTORNEY GENERAL'S OFFICE
160 E 300 S5TH FL

SALT LAKE CITY, UT 84114
(801)366-0310

jkorb@agutah.gov
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Thomas M. Melton

UTAH ATTORNEY GENERAL'S OFFICE
160 E 300 S STE 500

SALT LAKE CITY, UT 84111
(801)366-0320

tmelton@agutah.gov

Corey Drew Riley

DEISS LAW PC

10 W 100 S STE 425

SALT LAKE CITY, UT 84101
(801)433-0226
criley@deisslaw.com

John Robinson, Jr.

DEISS LAW PC

10 W 100 S STE 425

SALT LAKE CITY, UT 84101
(801)433-0226
jrobinson@deisslaw.com

Thomas L. Simek

COMMODITY FUTURES TRADING
COMMISSION

4900 MAIN ST STE 500

KANSAS CITY, MO 64112
(816)960-7760

tsimek@cftc.gov

Jessica Stengel

46 W BROADWAY STE 110
SALT LAKE CITY, UT 84101
(801)524-4010
jessica_stengel@fd.org

Richard A. Van Wagoner

SNOW CHRISTENSEN & MARTINEAU
10 EXCHANGE PLACE 11TH FL

PO BOX 45000

SALT LAKE CITY, UT 84145-5000
(801)521-9000
rvanwagoner@scmlaw.com

D. Loren Washburn

SMITH WASHBURN LLP

8 E BROADWAY STE 320
SALT LAKE CITY, UT 84111
(801)584-1800
Iwashburn@smithwashburn.com

Steven T. Waterman

DORSEY & WHITNEY LLP

111 S MAIN ST 21ST FL

SALT LAKE CITY, UT 84111-2176
(801)933-7360
waterman.steven@dorsey.com

Brenda E. Weinberg

DEISS LAW PC

10 W 100 S STE 425

SALT LAKE CITY, UT 84101
(801)933-226
bweinberg@deisslaw.com

Robert G. Wing

UTAH ATTORNEY GENERAL'S OFFICE
(160-5-140872)

160 E 300 S5TH FLOOR

PO BOX 140872

SALT LAKE CITY, UT 84114-0872
(801)599-6891

rwing@agutah.gov

s/ Joseph M.R. Covey
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EXHIBIT A
Settlement Agreement
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	101 South 200 East, Suite 700
	/s/ Joseph M.R. Covey
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Joseph M.R. Covey (7492) (jcovey@parrbrown.com)
Cynthia D. Love (14703) (clove@parrbrown.com)
Walter Peterson (17300) (wpeterson@parrbrown.com)
PARR BROWN GEE & LOVELESS, P.C.

101 South 200 East, Suite 700

Salt Lake City, Utah 84111

Telephone: (801) 532-7840

Facsimile: (801) 532 7750

Attorneys for Court-Appointed Receiver Jonathan O. Hafen

UNITED STATES DISTRICT COURT FOR THE DISTRICT OF UTAH
CENTRAL DIVISION

COMMODITY FUTURES TRADING

COMMISSION, and ORDER GRANTING MOTION TO
APPROVE SETTLEMENT WITH CC
STATE OF UTAH DIVISION OF SOUNDHOUSE, LLC, CALEB
SECURITIES, through Attorney General CHAPMAN, ANDREW SURMANI AND
Sean D. Reyes RICK DRUMM
Plaintiffs,
V.

Case No. 2:18-cv-892
RUST RARE COIN INC., a Utah corporation,

and GAYLEN DEAN RUST, an individual, Judge Tena Campbell

DENISE GUNDERSON RUST, an individual,

JOSHUA DANIEL RUST, an individual Magistrate Judge Dustin B. Pead
Defendants;

and

ALEESHA RUST FRANKLIN, an individual,
R LEGACY RACING INC, a Utah
corporation, R LEGACY ENTERTAINMENT
LLC, a Utah limited liability company, and R
LEGACY INVESTSMENTS LLC, a Utah
limited liability company.

Relief Defendants.
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Before the Court is a Motion to Approve Settlement Agreement (the “Motion”) with CC
Soundhouse, LLC, Caleb Chapman, Andrew Surmani and Rick Drumm submitted by Jonathan O.
Hafen in his capacity as the Court-Appointed Receiver (the “Receiver”) for Rust Rare Coin Inc.,
Gaylen Dean Rust, R Legacy Racing Inc., R Legacy Entertainment LLC, R Legacy Investments
LLC, Denise Gunderson Rust, and Joshua Daniel Rust (collectively, “Defendants™).

Based on the Motion and for good cause appearing,

IT ISHEARBY ORDERED that:

1. The Motion is GRANTED; and

2. The Settlement Agreement attached as Exhibit A to the Motion is approved.

DATED this day of October 2020.

Honorable Dustin B. Pead
United States Magistrate Judge
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