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TERRY GODDARD
Attorney General
Firm Bar No. 14000

CRAIG A. RABY

State Bar No. 014010

Assistant Attorney General

Consumer Protection & Advocacy Section
-Dgyartment of Law Building, Room 259
1275 West Washington Street

Phoenix, Arizona 85007-2926

Tclcfhone: (602) 542-8889

Facsimile: (602) 542-4377
Craig.Raby@agaz.gov

Attomeys for Arizona Department of Financial Institutions

IN THE UNITED STATE BANKRUPTCY COURT
FOR THE DISTRICT OF ARIZONA
Inre:. Chapter 11
MORTGAGES LTD., Case No. 2:08-bk-07465-RIH
Debtor. NOTICE OF FILING OF
ADMINISTRATIVE ACTION

BY THE ARIZONA DEPARTMENT
OF FINANCIAL INSTITUTIONS

NOTICE IS HEREBY GIVEN that the Arizona Department of Financial Institutions
issued 2 Notice of Hearing to Revoke on February 27, 2009, In the Matter of the Mortgage
Bonker License of Mortgages, Ltd, No. 09F-BD-058-BNK, a copy of which is attached
hereto as Exhibit A. '

DATED this 2nd day of March, 2009.

TERRY GODDARD

Attorney General

By:_/s/Craig A, Raby
d Craig A. Raby, Assistant Attorney General
Consumer Protection & Advocacy Section
Attorneys for the Arizona Department of
Financial Institutions
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MORTAGES LTD. SERVICE LIST

2:08-bk-07465
John R. Clemency, Esq. Jonathan E. Hess Donaild L. Gaffhey
Todd A, Burgess, Bsq. Larry Watson Donuld Fredrick Ennls
Greenberg Tvawrlg, LLP Offics of the U.S. Trustes Snelt & Wilmer LLP
2375 B. Cemelback Road, #700 230 N. 1st Avenue, Suite 204 Cme Arizona Center
Phoenix, AZ 85015 Phoenix, Arizona §5003-1706 Phoenix, Arizona 85004-2202
clemencyj@gttaw.com Jjon.e.hess@usdo).pov deaffhey@swiaw.com
burgesst@gtlew.com Larry watson{@usdaj.gov dfennis{@swlsw.com
Aty for: Mortgages Ltd. Atty for: US Trustee Afty for: Central & Monroe; KGM
Builders; Osborn 11 Partners

David Wm. Engelman Robert A. Shull Shelton L. Freeman
Steven N, Berger Marisoal, Weeks, Mclntyre & 7310 North 16th Street #330
Bradley D, Pack Friedlander Phoenix, Arizona 85020
Engelmun Berger, P.C. 2901 N, Central, #200 tfreeraen@dmylphx.com
3636 N, Central Avenue, #700 Phoenix, Arizona 85012-2705 Atty for: Radical Bungy, LLC
Phoenix, Arizona $5012 rob.shull@mwmf.com
dwe(@engelmanberger.com Atty for: Artemus Realty Capital,
snb@engehnanberger.com and GoM Creek, Inc.
bdp@engelmanberger.com
Atty for; Tempe Land Company _
Sean O'Brien Richard R. Thomas Danisl P. Collins
Gust Rosonfeld, PLC T, Whitmey Collins, May Potenza, Baran &
201 E. Washington S1., #800 Thomas Schern Richardson Gillespie
Photnix, AZ 85004-2327 1640 South Stapley Dr., #205 201 North Central Ave., #2210
spobrien@gustlaw.com Mesa, Arizone 85204 Phoenix, Arizona 85004-0022
Atty for; Larry Lattig, Litigation rthomas(@thomas-scher.com deollins@cmpbglaw.com
Trusteo twhitney@thomas~schem.com Ay for: William Hall

Atty for: Eva Sperber-Porter,

Litchfteld Road Assaciates

Limited Partership, and Baseline

& Val Vista Associates Limited

Partnership
Dennis J. Wickham Jerry L. Cochran Lawrence B. Wilk
Seltzer Caplan McMahon Vitek Cochran Lew Firm, P.C, Jonathan P, Ibsen
750 B Street, Suite 2300 2929 B. Camelback, #118 Jaburg & Wilk, P.C.
Sen Diego, California 92101 Phoenix, Arizona 85016 3200 North Central Ave, #2000
wickham@scmv.com Jjeochran lawfirmpe.com Phoenlx, Arlzona §5012-2440
Atty for: Southwest Value Atty for: Metropolitan Lofis lew(@jaborgwilk.com
Partnets Fund XIV, LP jpi@iaburgwilk.com

o Atty for: Laura Martini
Ronald L. Kohner Gerald K. Smith Terry A. Dake
19820 North 7th Street, Suite 230 Lewis and Roca LLP Terry A, Dake, Ltd.
Phoenix, Arizona 85024 40 M. Central Ave., #1900 11811 North Tatum Blvd, #3031
Andrew(@globaltriad.com Phoenix, Atizona 85004-4420 Phoenix, Atizona B5028-1621
Pro 8e gemith@irlaw.com tdake@cox.net

Aty for: the Estate Scott M. Atty for: Penny Hardaway

Cole and Trustes of the SMC Investments

Revocable Trust U/T/A
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Rebecoa J. Winthrop Dean €, Waldt Charles A. Lamar
Ball:xd Spahr Andrews & Ballard Spabr Andrews & Justin C. Lamar
Ingersoll, LLP Tngersofl, LLP 818 Notth First Street
2029 Century Park East, ¥800 Plaza 1000 - Suits 500 Phoenix, Arizona 85004
Los Angoles, CA 90067-2909 Main Street claman@kmldevelopment.com
winthropr@ballardspahr.com Voorhses, NJ 08043-4636 jlemar@kmldevelopment.com
Atty for: University & Ash, waldtd@ballardspahr.com Atty for: University & Ash;
Roosevelt Gatsway; Roosevelt Aty for: Uniyersity & Ash, Roosevelt Gateway, Roosevelt
Gateway If and KML Development | LLC, Roosevelt Gateway, Gateway 1I and KML
Roosevelt Gataway M and KML Development
Developtment
Ryan W. Anderson Jerome K. Elwell C. Taylor Ashworth
Guttilla Murphy Anderson, PC Warner Angle Alissa C. Lacey
41350 West Northern Avenue 3550 N. Central, #1500 Stinson Morrison Hecker LLP
Phoenix, AZ 35051 Phoentx, AZ 85012 1850 N. Central Ave,, #2100
randerson@gamlaw.com Jelwell@wamerangle.com Phoenix, AZ 85004
Atty for: Department of Atty for: Francine Haraway tashworth@stinson.com
Finaacial Institutions alacey@stinson.com
Atty for: Oxford & Investor Qroup
Felecia A. Rotellini Jares E. Cross Brisa W, Hendrickson
Robert Charlton Wairen J. Stapleton The Hendrickson Law Firm
Arizona Dept. of Financial Osborn Maledon ‘2133 E. Warner Road, #106
Institutions 2929 N. Central Ave,, #2100 Tempe, AZ 84284
2910 N. 44th St., Suite 310 Phoenhx, AZ 85012 bwh@hendricksonlaw.net
Phosnix, AZ 85018 Jeross@omlaw.com Aty for: The Greer Living Trust
frotellini@azdfi.gov wstaplston@omlaw.com
rcharlton@azdfi.gov Atty for: Righipath Limited
Development Group, LLC
C. Bradley Vynalek Mark A. Nadean Scott A. Rose
Quarles & Brady LLP DLA Piper LLP Kerry M., Griggs
One Renajssance Square 2525 B. Camolback Road, #1000 The Cavanaugh Law Finn
2 Nosth Centrat Avenive Phoenix, AZ 85016-4269 1850 M. Central Ave., #2400
Phoenix, AZ 35004 matlnadenn@dlapiper.com Phoenix, AZ 85004
byynalek@querles.com Aty for: Mortgages Lid. srose(@cavanaghlaw.com
Atty for: Ashley Coles keriggs@cavanaghlaw.com
| Aty for: Central PHX Parhers
Christopber A. LaVoy Robart J. Spurlock 8. Cory Forrester
LaVoy & Chemnoff, PC Bonnett, Fairbourn, Friedman & Forreater & Worth, PLLC
201 . Central Avenue, #3300 Balint 3636 N. Central Avenue, #700
Phoenix, AZ 35004 2901 N. Centrat Avenue, #1000 Phoenix, AZ 35012
c2l@lavoychemoff.com Phoenix, AZ 85012-3311 sefi@fwlawaz.com
Aty for: Sue Ross and Ted bspurlock@bfib.com Aty for: the Lewis Trust and
Dodenhoil Atty for: Foothills Plaza IV, LLC Richard K. Underwood
Sheldon Stemberg Cathy L. Reece Philip R. Rudd
3212 Rainbow Ridge Drive Fennsmere Craig Ethan B. Minkin
Prescott, AZ 86303 3003 N. Ceniral Ave., #2600 Kutak Rock LLP
sheldonstembergi@q.com Phoenix, AZ 85012-2913 8601 N. Scattsdale Rd., #300
Afty for: Pro Per creece@fclaw.com Scottsdale, AZ 85253
Proposed Atty for: Official Investor | philip.radd@lmtnkrock.com
Committes ethan.minkin@kutatrock.com
Atty for: Arizona Bank & Trust
2
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Christopher 8. Reeder John I. Dawson Stanford E. Lerch

Gabriel G, Green John A. Harrls Anthony B. DePrims
Reeder, Lu & Green, LLP Quarles & Brady LLP Lerch and DePrima PLC
2121 Avenus of the Stars, #950 One Renaissance Square 4000 N. Scottsdale Road, #107
Los Angeles, CA 90057 2 North Central Avenue Scottsdale, AZ 85251
creeder@reederlugresn.com Phoenix, AZ $5004 slerch@ldlawaz.com
geresn@resderlugreen.com jdawson@quarles.com tdeprima@ldlawaz.com
Atty for: Rightpath Limited jhamis@quarles.com Atty for: Howard Farkesh
Development Group; Maryland Way | Atty for: Southwest Valve {Successor TTEE OFT)
Partners; Daniel L. Hendon; Rick L. | Partnexs Fund X1V and

Burton; Raymond Redrigues; Robert | Southwest Value Pariners Financa 1

C. Banovac; Rightpath Limited; and

Glendale Jet Center

Richard H. Herold Chuck Niday Kelly Haddad

Hinshaw & Cufbertson LLP 5344 W. Misty Willow Lane 21586 N, Greanway Road
3200 N. Ceniral Ave., #3800 Glondale, AZ 85310 Marlcopa, AZ 85238
Phoenix, AZ 85012-2423 kellyhaddad01@mac.com
rheroki@hinshawlaw.com

Atty for; Irwin Union Bank .

Don C. Fletcher Michael W, Carme! Carolyn J. Johnsen

‘The Cavansgh Law Firm Michael W. Cermel, Lod. Bradley J. Stevens

1850 N. Central Ave,, #2400 80 East Cohunbis Avenue Toudd Adiins

Phoenix, AZ 35004 Phoenix, AZ 850122334 Todd B. Tuggls
dfletcher@cavanaghlaw.com Michael@moarmellavt.com Jemlogs Strouss & Salmon PLC

Atty for; Sorenson Componies

Atty for: Vanderbilt Farms, Vistoso
Pariners, Ellsworth 160, Riggs/
Queen Creek 430, ABCDW, LLC

201 B. Washington Street
Phoenix, AZ 35004
cljchnsen@isslaw.com
tadkins@sslaw.com
bstevens@jsslaw.com
tuggle@jeslaw.com

Alty for: Mortgages Ltd.

Randy Nussbaum Gerald T. Hickman Richard M. Lorenzen

Dean Dinner Jardine, Baker, Hickman & Houston | Pexking Coie Brown & Bain
Nussbaum & Gillis 3300 North Ceatral Ave, #2600 2901 N. Central Avenus, #2000
14500 N, Northsight Blvd. #116 Phoenix, AZ 85012 rlorenzen@perkinscoi.com
Sconsdale, AZ 85260 ghickmsan(@jbhhlaw.com Atty for: Goldenbridge Acquisition
mussbanm@nussbaumglifis.com Any for: Mayer Boffman McCann Holdings I
ddinner@nussbaumgillis.com

Amys for: Committes of Unsecured

Creditors

Mark S, Bostick 1.8, Securities & Exchange Margaret M, Mann

Wendel, Rosen, Black & Dean Commissien Sheppard, Mullin, Richter

1111 Broadway, 24th Floor Anin: David Brown HBampton, LLP

Oekland, CA 946074036
mbostick@wendel.com

Attn: Sandra W. Lavigna
5670 Wilshire Blvd,, 11th Flocr

333 8. Hops St., 48th Floor
Los Angeles, CA 90071-1448

Atty for: Sheldon S. Kabaker, MD Los Angeles, CA 90036-3648 MMamn@sheppardmuliin.com
browndav{@sec.gov Aty for: Rightpath Limited
lavignas@sec.gov Development, Maryland Way

Partners, Danlel L. Hendon,
Rick L. Burton, Raymend
Rodriguez, Robert C. Banovat;
Glendale Jot Center

Adam Harrls Barry Monheit Allen B. Bickart

Schalte Roth & Zabel 8636 N. Via La Sorena 812 Cluthouse Drive

919 Third Avenue Paradise Valley, AZ 83253 Prescoft, AZ 86303-5235

Now York, NY 10022 bickartlaw@aol.com

edam. hartls@srz.com Atty for: Carol Mahaklan, et al.

Atty for: Goldenbridge Acqguisition
Holdings [1
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David A, McCarvllle Richard Patrick William Scott Jenking
McCarviile Law Offices U.8. Attorney’s Office Jase Steinberg
501 N, Florence St., #101 40 N. Central Ave., Suite 1200 Myers & Jenkins PC
Casa Grande, AZ 85222 Phoenix, AZ £5004-4408 One E. Camelback Rd., #500
david@mccarvillelawoffices.com Richard Patrick@usdoj.gov Phoenix, AZ 85012-2910
Atty for: Normark Farms wsj(@mjlegal.com
js@mijlegal.com
Roboert J. Miller Michael P. Anthony Richard H, Lee
Bryce A, Suzokl Hanoeh Auckland Law Offices of Richard H. Lee
Bryan Cave Carson Messinger Elliott P.0. Box 7749
2 N. Central Avenue, #2200 Laughlin & Ragan Phoenix, AZ 85011-0749
Phoenix, AZ 85004-4406 3300 N. Central, #1900 Lee{@azbar.org
Jmilfer@gryrncave.com Phoenix, AZ 85012 Atty for: Irene Ahearn Revocable
bryee suznki@bryancave.com manthony@ecarsonlawlim.com Trust
Aty for: Hawkins Group and hauckland@carsonlawfirm.com
Reav Op Oroup Atty for Harold/Thelma Jalowsky
Adam B, Decker David N. Ramras Robert Q. Furst
Jackson White PC Ramras Law Offices PC 7181 B. Cemelback Road, #206
40'N. Center St., #2200 5060 N. 40th St., #103 Scottsdale, AZ 85251
Mesa, AZ 85201-7300 Phocnix, AZ 35018 .refurst@aol.com
adecker@jacksonwhitelaw.com david@ramraslaw.com
Atty for: Farnaworth Wholesals Attty for: Cecile Silverman
Com)
Jefftey §. Kaufinan Boward C. Meyers Joseph B. Cotterman
5725 N, Scottsdale Rd., #190 Andrew Abraham Lindsi M. Weber
Scottadale, AL 85250 Burch & Cracchiole Qallagher & Kennody PA
Jeff@Xanfmanesy.com 702 B, Osbormn Rod 2575 B. Camelback Rd.
Atty for The Kaufiman Family Phoenix, AZ 85014 Phoenix, AZ 85016-9225
Living Trust nabraham@bcattorneys.com JEC@gknet.com
hmeyers@bcattomeys.com Lindsi.weber@gknet.com
Atty for: MCA Financial Group Attorneys for Hoffland
Dale C. Schian Nancy J. Merch Michael Reynolds
Seott R. Goldberg DeConcini McDonald Yetwin & Collins May Potenza Baran &
Schian Walker PLC Lacy Giltespie PC
3550 N. Central Ave., #1700 2525 E. Broadway Blvd,, #200 201 N. Central Ave., #2210
Fhocnix, AZ 85012-2115 Tucson, AZ 85716-5300 Phoeniz, AZ 85004
dschian@swazlaw.com nmarchidmylc.om mreynolds@ompbglaw.com
sgoldbergi@swazlaw.com Atty for: Radical Bunty Atty for: We-Ka-Jassa Investment
Ecfdocket@swazlaw.org.
Atty for: Officlal Committee of
Vazlue to-Loan-Investors L
Steven M. Qoldstain Thomas J. Salerno Juy R. Graif
Sacks Tiemey P.A. Jordam A. Kroop Jeffrey C. Malura
4250 N. Drinkwater Bivd,, 4th Fl, Squire Sanders & Dempsey LLP Erin E. Byrnes
Scottsdale, AZ 85251-3693 40 'N. Central, #2700 Harper Christian Dichter & Graif
Atty for: Louis and Lucille Shapivo | Phoenix, AZ 85004 2700 N. Central Ave., #1200
and BRLS Acorn tgalemog@lssd com Phoenix, AZ 85004
jlaroop(@ssd.com jgraif@hcdglaw.com
Aty for: G. Grant Lyon, Trustee of | jmatura@hcdglaw.com
Radical Bunny ebyrmes@hcdglaw.com
Attys for: Jeffrey C. Stone dba
Summit Bujlders
Robert C. Warnicke Kent A, Lang Edwin B. Stanley
Warnicke & Litiler PLC Lang & Baker PLC Simbro & Stanley PLC
1411 N. Third St, 8767 E. Via De Commercio, #102 8767 B. Yia De Commercio, #1903
Phoenix, AZ 85004 Scottzdale, AZ 85258 Scotisdale, AZ 85258
administcator@warnickelittier.com | klang@leng-baker.com batanley@simbroandstanley.com
Atty for: Americapital, LLC Atty for Sierra Pacific Indusiries, Anorneys for Stratera Portfolio
Ine, Advisors, LLC

Case 2:08-bk-07465-RJH Doc 1416 Filed 03/02/09 Entered 03/02/09 16:07:25 Desc
Page 6 of 22

4

Main Document




Atty for: Nationa! Regafl
Development Partners [, LLC

Jor 5. Musial Sean P. St, Clair Bruce Stanley Feder

Law Office of Jon S. Musial The Lassiter Law Fitm, PLC Pederal Law Offices PA

8230 E. Gray Road . 207 North Gfibert Road, Suite 001 2930 Bast Camelback, Suite 205

Scottadale, AZ 85260 Gilbert, AZ 85234 Phoenix, AZ 85016

Jon.musial@ashar.org sstclajr@lassiterlawfirm.com federlawofficespa@att.net

Atty for: Performance Contracting, | Aty for: Mechanicat Solutions Atty for: Feder

Inc. Tucaorporated

Shane D. Buntrock Scott B. Cohen Jonathan A. Dessavles

Rowley Chapman Bamey & Engelmen Barger PC Dessaules Law Grovp

Runtrock Ltd. 3636 Notth Central Avenue, #700 2700 N. Ceniral Avenue, Suite 1250

63 East Main Street, Suite 501 Phoenix, AZ 85012-1936 Phoenix, AZ 85004

Mesa, AZ 85201 she@engelmanberger.com Jjdessanlcs@dessanleslaw.com

buntrock@azlegat.com Atty for: Arizona Bank & Trust Atty for: Horizon Consulting, Inc.

Aty for: Mortgages Ltd.; T&N '

Living Trust

Andrew A. Harmisch Jefftey S. Kaufman Christopher R. Kapp

Snell & Wilmer L.L.P, 13525 N. 92nd Place Titfany & Bosco, PA

Onpo Arizona Center Scottsdale, AZ 85260 2525 B. Camelback, 3rd Floor

Phoonix, AZ 85004-2202 Jeffi@kaufimanesq.com Phoenix, AZ 85016-4237

sharnisch@swiew.com Aty for: Custodian FBO Jeffrey 8. | crk@tblaw.com :

Atty for: SQJACL LLC Kaufman Beneficiary for Samuel Atty for: Mountain Punding, LLC
. Kaufman IRA ) :

Cralg M. LaChance Margaret A, Gillaspie Daxten R. Watson

Michael C. Blair Collins May Potenza Baron & Mack Drucker & Watson

Baird Williams & Greer, LLP Gillespie PC 2398 E. Camelback, Suite 690

6225 N. 24th Street, Suite 125 201 N. Central, Suite 2210 Phoenix, AZ 85016

Phoenix, AZ 85016-2044 Phoenix, AZ 85004 dwatson@mackazlaw.com

clachance@bwglaw.net megillespie@compbglaw.com Atty for; AJ Chendler 25 Acres,

mblair@bwglaw.net Afty for: Rexel Phoenix Electric LLC

Mark W, Roth Michel F. Besthe Douglas F. Bebm
Shugart Tomson & Kilroy PC Bonnet, Fairboum, Friedman & Douglas F. Behm, PLLC
3636 North Central Balint, P.C. 14362 N. Central Ave., Suite 1000
Phosuix, AZ 85012 2905 M. Central Avenue, Suite 100 | Scottsdale, AZ 85260
mro law.com Phoenix, AZ 35012 dbebm@behmlawfirm.com
Afty for: Cottonweod Parking, Inc, | mbsethe{@bffb.com Atty for: Behm

Atty for: Douglas A, Dregoo and

Elizabeth Dragoo
J. Mathew Derstine
Roshka Dewulf & Patten PLC
400 B. Van Buren, Suite 300
Phoenix, AZ 85004
mderstine@rdp-law.com
Atty for: Mortgages Ltd.
407508; PHX-AGN-2008-0432
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ZONA D ENT OF ANCIAL IN ONS
II;‘ the Matter of the Mortgage Banker License | No. 09F-BD058-BNK
of:
NOTICE OF HEARING TO REVOKE
MORTGAGES LTD.

4455 B. Camelback Road RECEIVED
Phoenix, AZ 35018
FEB 2 72008 1

LA

Respondent.

L L

(=T N - S ¥ T R T

[ S T S N [ T X e

PLEASE TAKE NOTICE that, pursuant to Arizona Revised Statutes-(“A.R.S.") §§ 6-138,
and 41-1092.02, the above-captioned matter will be heard through the Office of Adminisirative
Hearings, an independent agency, and is scheduled for April 16 and 17, 2009, at 9:00 a.m., at the
Office of Administrative Hearlngs, 1400 West Washington, Suite 101, Phoenix, Arizona, (602)
542.9826 (the “Hearing™).

The purpose of the Hearing is: (1) to determine whether grounds exist to suspend or revoke
Respondent’s mortgage banker license; (2) to order any other remedy necessary or proper for the
enforcemmt of statutes and rules regulating mortgege bankers in Arizona pursuant to ARS8,

§§ 6123 and 6-131; and (3) to impose a civil money penalty pursuant 1o ARS. §6-132,

Pursuant to A.R.S, § 6-138, the Superintendent of Financial Institutions for the State of
Arizona (the “Superintendent™) delegates the authority vested in the Superintendent, whether implied '
or expressed, to the Director of the Office of Administrative Hearings ot the director's designee to
preside over the Hearing as the Administrative Law Judge, to make writien recommendations to the
Supetintendent consisting of proposed Pindings of Fact, Conclusions of Law, and Order. The Office
of Administrative Hearings has designated Brian Thlly, at the address and phone number Hsted
above, as the Administrative Law Judge for these proceedings. Pursuant to Mma Administeative
Code {“A.A.C.”) Rule 2-19-104 and A.R.S. §§ 41-1092.01(H)(1) and 41-1092.08, the
Superintendent retains authority to enter orders granting a stay, orders on motions for rehearing, finel

decisions pursuant o A.R.S. § 41-1092.08 or other order or process which the Administrative Law

Judge is specifically probibited from entering.

Case 2
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Mofions to continue this matter shall be made in writing to the Administrativo Law Judge not

-t

Jess than fifteen (15) days prior to the date set for the Hearing. A copy of any motion to continue
shall be mailed or hand-delivered to the opposing party on the same date of filing with the Office of
Administrative Hearings.

ARS. § 41-1092.07 entitles any person affected by this Hearing to appear in person and by
counsel, or to pmceed without counsel when submitting evidence, to have a reasonable opportunity
to inspect all documentary evidence, to cross-examine witnesses, to present evidence and witnesses

in support of his/her interests, and to have subpoenas issued by the Administrative Law Judge to

OO ~ A A W N

compel attendance of witnesses and production of evidence. Pursusnt to AR.S, § 41-1092.07(B),

—
<

any person may appear on his or her own behalf or by counsel.

Pursnant to A.R.S. § 41-1092.07(E), a clear and accurate record of the proceedings will be

b
i

made by a court reporier or by electronic means. Any party that requests a transcript of the

[
(O 8

proceedings shall pay the cost of the transcript for the court reporter or other transcriber.
Questions concerning issues taised in this Notice of Hearing should be dirocted to Assistant

—
L-%

Attorney General Craig A. Raby, (602) 542-8889, 1275 West Weshington, Phoenix, Arizona 85007.

NOTICE OF APPLICABLE RULES
The hearing will be conducted pursuant to A.A.C. R20-4-1201 throngh R20-4-1220 and the

T
o ta

[y
~3

rules goveming procedures before the Office of Administrative Hearings, A.A.C. R2—19—101 through

Tk
O 0o

R2-19-122. A copy of these rules is enclosed.
Pursuant to A.A.C. R20-4-1209, Respondent shall file & writter enswer within twenty (20)

8

days after issuance of this Notice of Hearing. The answer shall briefly state the Respondent’s

™2
st

position or defense and shall specifically admit of deny each of the assertions contained in this

e
i)

Notice of Hearing, If the answering Respondent is without or is unable to reasonably obtain

™
w

knowledge or information sufficient to form a belief as to the truth of an assertion, Respondent shall

o X

$0 state, which shall have the effect of a denial. Any assertion not denied is deemed admitted.

When Respondent intends to deny only apartora qualification of an assertion, or to qualify an

b

2
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Case

:

assertion, Respondent shall expressly admit so much of it as is true and shall deny the remeinder.
Any defense not raised in the answer is deemed waived.

If a timely answer is not filed, purseant to A.A.C. R20-4-1209(D), Respondent will be
deemed in default and the Superintendent may deem the findings in this Notice of Heaxing as true
and admitted and the Superintendent may take whatever action is appropriate, inciuding (1)
suspension or revocation of Respondent's license; (2) any other remedy necusar'y or proper for the
enforcement of statutes and rules regulating mortgage bankers in Arizona pursuant to A.R.S,

§8 6-123 and 6-131; and (3) imposing a civil money penally pursusnt to A.R.S. § 6-132.

Respondent’s answer shatl be mailed or delivered to the Arizona Department of Financial
Institutions, 2910 North 44th Street, Suite 310, Phoenix, Arizona 85018, with a copy mailed or
delivered to the Office of Administrative Hearings, 1400 West Washington, Suite 101, Phoenix,
Arizona 85007 and to Assistant Attomey Gen@ml Craig A. Raby, Consumer Protection & Advocacy
Section, Attorney General’s Office, 1275 West Washington, Phoenix, Arizona 85007.

Persons with disabilities may reguest reasonable accommodations such as interpreters,
aliernative formats, or assistance with physical accessibility. Requests for special
accommodations must be made as early as possible to allow {ime to arrange the accommodations. If
accommodations are required, call the Ofﬁce of Administrative Hearings at (602) 542-9826.

_ COMPLAINT

1. Respondent Mortgages Ltd. is an Arizona gorporation anthorized to transact business in
Arizona 83 a mortgage banker, lcense number BK-0007577, within the meaning of A.R.S. §§ 6-941,
et seq. The nature of Morigages Ltd.’s business is that of making, negotiating, or offering to make
or negotiate loans secured by Arizona real property, within the meaning of A.R.S. § 6-941(5).

2. Richard M. Feldheim is the President and CEO of Mortgages Ltd.

3. Respondent failed to maintain a surety bond, as required by A.R.S. § 6-943(H), while
conducting business as a mbrtgage batiker, which is grounds for denial, suspension or revocation

pursuant to A R.S. § 6-945(A)(7); specifically:

3
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1 a. On or about December 15, 2008, the Depariment received s Notice of Cancellation or

2 Nonrenewal from Great Amexican Insurance Company advising the Department that
3 Mortgages Ltd.'s Bond, Number 3373981, was cancelled effective January 9, 2009;
4 b. On December 17, 2008, the Department sent a letter via certified mail to Respondent
5 informing it of the bond cancellation and of its statutory obligation as a mortgage
6 banker licensee to replace the cancelled bond. The letter was received and signed for
7 on December 18, 2008;
8 ¢. OnJanuary 15, 2009, the Department received a letter from Respondent, stating that
9 the bond had been canceled in error, it was wofking on getfing its bond reinstated, and
104 asked for a one week extension; and
11 .d. The Department still has not received an original bond.
12 4. Beginning on June 4, 2008, through January 30, 2009, the Department conducted an
13 || examination of the mortgage banker business of Mortgages Ltd. and found that Respondent:
14 a. Failed to prominently digplay its mortgage benker license in the office of the mortgage
15 banker as required; specifically:
16 . The examipers were informed that the mortgage banke license was in one of the
17 second floor offices, and had never been on display in the main lobby of
18 Respondent’s building;
19 b. Failed to notify the Superintendent before changing the address of the principal place
20 of business; specifically:
21 i, Respondent changed the sddress of its principal place of business in March,
22 2008. The Department was not notified of the address change until April 17,
23 2008. In addition, the incorrect original license was received with the
24 application for the address change;
25 i. On December 15, 1999, Respondent informed the Department that it Jost its
26 original license during its move from 2833 Nozth Third Street, Phoenix, AZ
4
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iii.

i.

il

i.

ii.

85004 to 55 Bast Thomas Road, Phoenix, AZ 85012; and
On April 17, 2008, the Depariment reccived the original license from the Third
Street address that was reported “lost” in 1999 for Respondent’s move to 4455

‘Bast Camelback Road, Phoenix, AZ 85018, instead of the correct 55 E. Thomas

Road original license;

¢. Failed to obtain the Superimtendent’s prior written consent before control of the
mortgage banker license was acquired through a stock purchase or other device;

specifically:

The sole owner of Respondent is the SMC Revocable Trust U/T/A dated
December 22, 1994, as amended (“SMC Trust”). Scott M. Coles ("Coles”) was
the sole trustee of the SMC Trust. Coles passed away on June 2, 2008 and,
according to the terms of the SMC Trust, Tom Hirsch (“Hirsch™) auntomatically
became the successor trustee; and

Respondent's attomey filed articles of organization for NMLC, LLC, a limited
linbility company organized under the laws of Axizona, on June 9, 2008, On the
same day, Hirsch executed a proxy granting NMLC, LLC the power to vote all
shares of the capital stock of NMLC, LLC. This action was a 100% (one
hundred percent) change of control of the voting shares of Respondent;

d. Failed to use its icense number within regulated advertising in at least four (4)
advertisements and/or solicitations; '

e. Failed to conduet the minimum elements of reasonable employee investigations prior.

to hiring at least fifteen (15) employees; specifically:

The Employment Eligibility Verification (Form 1-9) was incomplete for at Ieast

one (1) employee;
Dbtained an Employment Eligibility Verification (Form 1-9) after the hire date

of at least six (6) employees;

5
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1 iii. A completed and signed employment application was incomplete for et least one
2 () employes; '

3 iv. The signed statement attesting to all of an applicant’s felony convictions,

4 |1 including detailed information regarding each conviction, was incomplete for at

5 least one (1) employes;

6 v. Conducted an incorrect felony inquiry (ten year limit on convictions) for at least

7 one (1) employee;

8 vi. Pailed to consult with the applicant’s most recent or next most recent employer

9 or failed to date seid inquiry for nine (%) employees;
10 vii, Pailed to inquire regarding an applicent’s qualifications and competence for the
" position or feiled to date said inquiry for nine (9) employees;
12 : vili. Pailed to obtain a current credit report from a crediting reporting agency prior to
13 hiring at least six (6) employess;
14 ix. Failed to hnvestigate further after at least three employees’ credit report

15 contained derogatory infortmation; and
16 x. Failed to correct this violation from their previous examination;
17 f. Failed to keep and maintain at all times correct and complete records clearly reflecting
18 - the financial condition of Mortgages Ltd.; specifically:
19 i. Since Respondent did not record a reserve for loan impeirment, owned real
20 estate, a doubtful loan receivable and 2 dernand for payment under a guarantee
21 of another’s debt, its financial statementis do not acourately reflect the financial
22 condition of the business. Had Respondent recorded such a reserve and/or
23 liability, its equity would bave been negatively affected and would have been
24 stated at negative <$47.7 million> in its unaudited financia) statements dated
25 May 31, 2008;
26 g. Failed to update and reconcile, on a monthly basis, records having more than ten (10)
Case §:08-bk-07465-RJH Doc 1416 Filed 03/02/59 Entered 03/02/09 16:07:256 Desc
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Case 1

transactions in a calendar guarter; specifically:
i. Since Respondent's bank accounts incur more than ten transactions during a
calendar quarter, Respondent must reconcile its accounts monthly.

Respondent’s Tax Impound Account and Collection Trust Account have not

been reconciled, per Respondent’s own admission;

h. Failed to maintain a complete corporate organizational file; specifically:
i, The stock ledger and stook certificates maintained by Respondent have not been
updated as required; '

i, The last issuance date for a new stock certificate for the non voting shares is
November 1, 1995. The last issuance date for a new stock certificate for the
common voting shares is November 1, 1995 as well. These stock certificates
were issued in the name of the SMC-FL.C Revocable Trust dated 12/22/94; and

iii. Before his death, the sole trustee amended/restated the tmst documents at least
three times, At least one amendment/restatemnent was a name change to the

Trust, yet the stock transfer ledger does not indicate that a new stock certificate

was issued;

i, Made a false promise or mis:epresenﬁtion or concealed an essential or material fact in
the course of the h:ortgagc banking business; specifically:
i. Misrepresented Joan fimding ability:

1. Respondent approved mortgage loans for construction projects on a “delayed
funding” basis, meaning that a large portion of the approved funds would be
provided to borrowers in increments, at a date Iater than the initial close
date;

7. Respondent approved mortgage loans with the full knowledge that the funds
required to complete the comtractuslly committed fimding were not aﬁhble

to the company and would have 10 be satisfied through other aeans; and

7
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3. In at least two instances, Respondent was unable to fund approved
cansiraction draw requests totaling $32 million, resulting in borrowers’
inability to complete construction projects that were already in progress;

i, Misrepresented true financial position:

1. The May 31, 2008 financial statements misrepresented the true financial
condition of R‘espr:mdent because Respondent failed to acorue and record
various items. Respondent did not record reserves for loan impeirment or
the decline in value of its owned real estate portfolio;

2. Respondent did not accrue a reserve for a $6 million loan to the SMC
Revocable Trust, whose collectibility is uncertain end did not disclose that it
had guaranteed a $12 million loan taken out by SM Coles LLC; and

3. The recordation of all refevant adjustments would have had a negative
jmpact of $57.5 million on Respondent’s balance sheet. Respondent’s
equity at May 31, 2008 would have gone from $9.8 million dollars to 2
negative equity of <§47.7 million>;

j. Failed to meet at all times its statutorily fequired minimum net worth of not Iess than
two hundred fifty thousand datlars ($250,000.00); specifically:

i. Respondent’s net worth, after all required adjustments as described in the
“Generally Accepted Accounting Principles” violation set forth below would
have been stated at negative <$47.7 million> as of May 31, 2008; |

k. Respondent is insolvent as defined in A.R.S. § 47-1201(23), which is grounds for
denial, suspension or revocation pursuant to AR.S. § 6-945(AX1); specifically:

i On June 23,2008, Respondent filed a motion in the United States Bankruptcy
Court fo convert an involuatary petition for a Chapter 7 bankruptcy to0 a case
under Chapter 11. The Chapter 7 proceeding was brought by certain borrowers

of Respondent;

-

8
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1 ii. On June 24, 2008, the Bankruptey Court approved Respondent’s motion and

2 Respondent became the debtor-in-possession with respect to the Chapter 11

3 procee_ding, In Re Mortgages Ltd., U.S. Bankruptey Court, Distriet of Arizona,

4 No. 2:08-bk-07465-RIH; and

5 fii. Respondent is insolvent; specifically:

6 1. Respondent was unable to pay interest in the amount of $1.165 million on

7 $197 million of Notes Payable due to its primary lender in June, 2008;

8 2. Respondent was unable to fund $32 million of approved draws under

9 outstanding Joan agreements;
10 3. Unrecorded reductions in assets or increases in liabilifies, amounting to
11 $57.5 million, would have cansed Respondent’s May 31, 2008 unaudited
12 financial statements to disclose a negative equity of <$47.7 million>; and
13 4. Respondent’s future commitment to fund the 46 loans 'revieured was $203
14 million ag of June 30, 2008. Respondent’s unaudited financial statements as
15 of May 31, 2008 indicated that Respondent had less than $1 million in cash
16 on hand and no ability to borrow the needed funds;
17 1 Failed to firnish information to the Superintendent within a reasonable time, which is
18 grounds for denial, suspension or revocation pursuant to A.R.S, § 6-945(A)(3);
19 specifically:
20 i, During the course of the examination, Respondent was asked to provide
21 financial statement information on the SMC Revocable Trust and SM Coles
22 LLC. Respondent made a loan to the SMC Revocable Trust in the amount of
23 $6 million, and the collectibility of the note was in question. Numerous
24 transactions ocourred bem}een Respondent and SM Coles LLC. An
25 understanding of these transactions was sought to determine what effect they
26 might have on the company; and

9
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1 ii. Respondent’s CFO was asked to provids the aforementioned information, but
2 the information was never provided;
3 ro. Failed to maintain a statutorily correct trust subsidiary ledger and failed 1o verify each
4 trust balance to each trust subsidiary ledger at reconciliation; specifically:
5 i. Failed to include in Respondent’s trust subsidiary ledger for the tax impound
6 account provisions for:
7 1. Amount received;
8 2. Date received;
9 3. Date deposited into the trust account;
10 4, Amount disbursed;
il 5. Date disbursed; and
12 6. Disbursement’s payse and purpose;
13 fi. Failed to reconcile each trust balance to each trust subsidiary ledger at each
14 reconciliation; and
i5 iii. Failed to correct this violation from its previous examination;
16 n. Failed to observe Generally Accepted Accounting Principles (‘GAAP™) in preparation
17 of its financial statements; specifically:
18 i. Inits May 31, 2008 unaudited financial stateraents, Respondent:
19 “ 1. Failed to record mortgages held for investment and sale at the lower of cost
20 or fair masket vatue;
21 2. Failed to recognize that the cost of their mortgages held as security for
22 RevOp investors exceeded their fair market value;
23 3. Failed to recognize the decline in fair marke! value of its real estate
24 investments held for sale;
25 4. Pailed to assess the collectibility of a $6 million note receivable from a
26 related party, and failed fo record an allowance against such note; and

10
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Case 3

5. Failed to record a $0.9 million dollar demand made for a $12 million dollar
loan guaranteed by Respondent for another party (related); and
ji. Based upon the instances listed above, Respondent would have $57.5 million in
adjustments as either a reduction in assets or an increase in liability;
5. The conduct described above constitutes grounds for revocation of Respondent’s
mortgage banker license. |
LAW
1. Pursuant to A.R.S. Title 6, Chapter 9, the Superintendent has the anthority and duty to
rggulatc all persons engaged in the mortgage banker business and with the enforcement of statutes,
rules, and regulations relating to mortgage bankers.
2. By the conduct set forth above in the Complaint, Mortgages Lid. violated the following:
a. AR.S. § 6-943(H) by friling to maintain the required surety bond, which is grounds
for denial, suspension or revocation pursusnt to AR.S. § 6-945(AXT)
b. AR.S. §6-944(D) and A.A.C. R20-4-1805 by Failing to prominently display its
mortgage banker license in the office of the mortgage banker as required;
c. ARS. § 6-944(E) by failing to notify the Supetintendent before changing the address
of the principal place of business; B
d. AR.S. § 6-944(A) by failing to obtain the Superintendent’s prior written consent
before control of the mortgage banker license was acquired through a stock puxchase
or other device;
e. ARS, §§ 6-943(N) and 6-946(B) by failing to use jts license number within regulated
advertising in at least four (4) advertisements and/or solicitations;
£, ARS. §6-943(0) and A.A.C. R20-4-102 by failing to conduct the minimum clements
of reasonable employee investigations prior to hiring at least fifteen {15) employees;
g ARS.§6-946(A) by failing to keep and maintain at all times correct and complete
records clearly reflecting the financial condition of Mortgages Ltd.;

. 11
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h A.A.C. R20-4-1806(C) by failing to update and reconcile, on a monthly basis, records
having more than ten (10) transactions in 2 calendar quartet;

L AAC, R20-4-1806(B)(9) by failing to maintain a complete corporate organizational
file;

3. AR.S. § 6-947(L) by making a felsc promise or raisrepresentation or concealing an
essential or material fact in the course of the mortgage banking business;

K AR.S. § 6-943(C)(3)(b) by failing o meet at all times its statutorily required
minimum net worth of not less than two hundred fifty thousand dollars ($250,000.00);

1. AR.S. § 6-945(A)1) by its insolvency as defined in AR.S. § 47-1201(23);

m. AR.S. § 6-945{A)3) by [ailing to furnish information to the Supetintendent within a
reasonable time, which is grounds for denial, suspengion or revocation; |

n AA.C. R20-4-1806(B)(5), by failing to maintain a trust subsidiary ledger and failing
to verify sach trust balance to each trust subsidiary ledger at reconciliation; and

0. ARS.§ 6-946(B) and A.A.C. R20-4-102 by failing to observe generally accepted
accounting principles in preparation of its financial statements.

3. Respondent is insolvent within the reaning of A.R.S. § 47-1201(23), which is grounds
for the suspension or revocation of Respondent’s mortgage banker ficense, pursuant to AR.S.

§ 6-945(AXL)

4, Respondent failed, within the reasonable time, to finish any information or meke any
report as requited by the Superintendent, which is grounds for the suspension or revocation of
Respondent’s morigage banker license, pursaant to ARS. § 6-945(A)(3).

S. Respondent failed to maintain the required surcty bond, a violation of A.R.S. § 6-943(H),
thereby failing to conduct business in accordance with the Jaw and violating A.R.S. Title 6, Chapter
9 and the rules related to Chapter 9, which is grounds for the suspension or revocation of
Respondent’s mortgage banker license, pursuant to AR.S. § 6-545 (AXT).

6. The violations, set forth above, constitute grounds for the pursuit of any other remedy

12
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necessary or proper for the enforcement of statutes and rules regulating mortgage bankers in Arizona
pursuant to A.R.S. §§ 6-123 and 6-131.

7. Pursuant to AR.S. § 6-132, Respondent’s violations of the aforementioned statutes are
grounds for a civil penalty of not more than five thousand doflars ($5,000.00) for each violation for
each day. _ |
WHEREFORB, i after a hearing, the Superintendent makes 2 finding of one or more of the
above described violations or other grounds for disciplinary action, the Superintendent may: (1)
suspend or revoke Respondent’s mortgage benker license pursuant io A.R.S. § 6-945; (2) order any
other remedy neceasary or proper for the enforcement of statutes and rules regulating moﬁgage
bankers in Arizona under A.R.S, §§ 6-123 end 6-131; and (3) impose & civil money penalty pursuant
to ARS. § 6-132.

DATEDthis 27 dayof _Febragry 2009

Felecia A. Rotellini
Superintendent of Financial Institutions

'ByMDM-—

Robert D, Charlion
Assistant Superintendent of Financial Institutions

ORIGINAL of the foregoing filed this 27 #h
day of 3. 2009, in the office of:

Felecia Rotellini

Supeﬂntendent of Finmncial Institutions
Arizona Department of Financial Institutions
ATTN: Susan Longo

2910 N, 44th Street, Suite 310

Phoenix, AZ 85018

COPY inailed/deliversd same date to:

Brian Tully, Administrative Law Judge
Offics of the Administrative Hearings
1400 West Washington, Suite 101
Phoenix, AZ 85007

13
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Craig A. Raby, Assistant Attormney General
Attorney General’s Office

1275 West Washington

Phoenix, AZ 85007

Robert D. Chariton, Assistant Superintendent
Richard Fergus, Licensing Division Manager
Joan Doran, Senior Bxaminer

Arizona Department of Financial Institutions
2910 N. 44th Streat, Suite 310

Phoenix, AZ 85018

AND COPY MAILED SAME DATE, by
Centified Mail, Return Receipt Requested to:

Mortgages Ltd.

/o Richard M. Feldheim, President and CEQ
4455 E, Camelback Road

Phoenix, AZ 85018
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Morigages Ltd.

efo Christopher J. Olson, Chief Financial Officer
4455 E. Camelback Road

Phoenix, AZ 85013

- et
W ™

George A. Everetto, Statutory Agent Por:
Mortgages Ltd.

4455 B. Camelback Road

Phoenix, AZ 85018

bt s e
S A

Carolyn J. Johnsen, Esq.

Bradley J. Stevens, Esq.

JENNINGS, STROUSS & SALMON, P.L.C.
The Collier Center, 1 1th Floor

201 B. Washingion Street

Phoenix, AZ 85004-2385

Attorneys for Respondent
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