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They didn't get out scot-free
Trustes sues Investors who flad NJ Affordable

Thureday, February 0B, 2007

BY GREG SAITZ
8iar-lLedgor Staff

Like hundreds of other Investors, Bobby Joe Swaetser laamed about NJ Affordable Homas and fis 15
percent guaranteed return and decidad to hand over $20,000.

But 3 1/2 years ago, the depariment atore saleaman from Arkansas leamed NJ Affordable had got tenin
trouble with state securittes regulaiors. The real eslate investmant company was required to offer soma
investors their money back, and Sweetser dacided to cash out.

By late 2004, he had received princtpal and Intarest topping $55,000. A ysar after that, NJ Affordable was
branded a fraud and placed into liquidation bankruptcy.

Sweetser and othera may hava thought they got oul before the fall, However, a bankruptcy trustee
overseelng NJ Affordable’s liquidation isn't prepared to let them go.

The trustee has sued Sweetser and other investors, seeking to have them retum the payrments to the
company's estate on lhe theory the mongy wae paid ae parl of 2 Ponzl schema,

‘It Just seems unfalr," said Linda Snyder, 8 Newark attornay for Swaetser who la asking a Judge to dismlss
the trustee's complalnt. *It saems llke something is wrong."

Since Woodbridge-based NJ Affordable was put Into bankrupltcy in November 2005, the trustee has filed
gomplaints against hundreds of Investors and institulional lendere, Many suits sesck 10 vold tithes or
mortgages Investors hold on properties connected with NJ Affordable.

Some of the complaints Involve invastors such as Sweetsar, one of about 70 paople NJ Affordable was
raquired to repay $2.5 million through the prior sattlemant with the state,

"They (the investors) complied with what the stale court had provided,” said Wayne attomney John Scura,
who rapresants bvo former Investors In the same sltuation.

In tha decade before NJ Affordable collapsed, more than 1,200 pacple Invasted a iotal of $123 million, caurt
racords show. A portion of that amount was returned to soma invastorg, bul meny saw their entire stake
disappear.

Hamry Gutflaleh, an attorney for trustea Charles Forman, aaid payments made from a Ponzi scheme —
where alder investors are pald with cash from newer investors — can ba recoverad. He alsd notad the court
satiemant NJ Affordable reached with atate regulators didn't give company officlals tha right to steal money
from other invastors to satisfy I,

The trustes, he sald, wants to create a pool of assete that can be aplit equally among creditors.

"We'ra talking about people who racelved more back then they Invested," Gutfleish said about the [nvestors
wha partlcipated in the resclsslon offer. "So the question Is, should we treat them diffarently than anyone
alze who got a profit?

It's an approach investor atior ney Pepgy Jurow doesn't quite understand,
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" ™ "Ydu're essentially suing the creditors.” Jurow said, *io get money to pay the creditors.”
Greg Sallz may be reached at gseliz@stariodger.com or (373) 392-7846.
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