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BEFORE THE ARIZONA CORPORATION COMMISSION
~ Arizona Comperation Commission ‘

COMMISSIONERS . DOCKETED

MARC SPITZER, Chairman ~ 0CT 0 2 2003
JIM IRVIN ‘ A
WILLIAM A. MUNDELL DOCKETED BY M
JEFF HATCH-MILLER A
MIKE GLEASON '
In the matter of ) .
) DOCKET NO. S-03530A-03-0000
DOUGLAS SANCHEZ and KAREN SANCHEZ, ) '
husband and wife, : ) 66354
837 West Kiowa ) DECISION NO.
Mesa, Arizona )
)
DMS POWER CASH FLOW, L.L.C. ) ORDER TO CEASE AND DESIST,
1125 W. Baseline, #2-3 ) ORDER OF RESTITUTION, ORDER
Mesa, Arizona 85210 ) FOR ADMINISTRATIVE PENALTIES
' ) AND CONSENT TO SAME
PERSANCO, L.L.C. )
1125 W. Baseline, #2-3 )
Mesa, Arizona 85210 )
, )
Respondents. )

RESPONDENTS DOUGLAS and KAREN SANCHEZ, DMS POWER CASH FLOW,
L.L.C. and PERSANCO, L.L.C. (“RESPONDENTS”) elect t6 permanently waive their right to a
hearing and appeal under Articles 11 and 12 of the Securities Act of Arizona, A.R.S. § 44-1801, et
seq. (“Securities Act”) with respect to this Order To Cease And Desist, Order for Restitution,
Order for Administrative Penalties and Consent to Same (“Ordef”). RESPONDENTS admit the
jurisdiction of the Arizona Cofporétion Commission (“Commission”); admit for all purposes and
proceedings except any Federal or state criminal proceeding, the Findings of Fact a:rld Conclusions

-—

of Law contained in this Order; and consent to the entry of this Order by the Commission.
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" Docket No. S-03530A-03-0000

I
FINDINGS OF FACT

- 1. DOUGLAS SANCHEZ (“SANCHEZ”’) i1s an Arizona citizen, residing at 837 West

Kiowa, Mesa, Arizona.
2. KAREN SANCHEZ is at all relevant times the spouse of SANCHEZ._' KAREN
SANCHEZ is joined in this action under A.R.S. § 44-2031(C) solely for purposes of determining the

liability of the marital community.

3. At all times; felevant, SANCHEZ was acting for his own benefit, and for t_he beneﬁt or
in furtherance of the mérital community.

| 4. DMS POWER CASH FLOW, L.L.C. (“DMS”), is an Arizona limited liability
company, located at 1125 W. Baseline, #2-3, Mesa, Arizona 85210. SANCHEZ is the‘ manager of
DMS. |

5. PERSANCO, L.L.C.’ (“PERSANCO”) is an Arizona limited liability company,
located at 1125 W. Baseline, #2-3, Me‘sa, Arizona 85210. | SANCHiEZ is thevmanager of
PERSANCO-

: 6‘. ~ SANCHEZ, DMS and PERSANCO raised $895',025 from 14 investors, from 1998 to
present, through selling promissmy notes and investment contracts. SANCHEZ, DMS and
PERSANCO entered into promissory notes with six of the inve.stors, promising interest from 8 to
20%. |

7. SANCHEZ \;vas an assoclate pastor at churches in Mesa, Arizo.na,‘ during the
requisite time period. At least five investors were members of his congregation. Two otl;er
investors were pastors who worked with SANCHEZ. SANCHEZ befriended the investors,

vm
soliciting investments from them.

2 o 66354
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Docket No. S-03530A-03-0000

8. SANCHEZ told the investors that he would be doiﬁg stock trading, purchasing
deeds of trust, investing in bonds or CDs or looking for business opportuhities.

9. - Most | of the investors gave SANCHEZ, DMS and PEﬁSANCO their retirement
funds or capital. SANCHEZ had one investor-sell her house. SANCHEZ received all the equity in
that house.

10. At least two of the investors have physical handicaps and are disabled.

11., The husband of one of the investofs has multiple sclerosis. The money SANCHEZ,
DMS and PERSANCO obiained from thé-t' investor vx;as to help the im}estor stay at home and take
care of her husband, so that he did not need to be placed in a care facility.

12.  SANCHEZ told invest;)rs that he was successful trading stocks. That was false.
SANCHEZ, DMS and PERSANCO began trading stocks in 1998, and lost money every year except
1998, when he made $1,918. Overall, SANCHEZ, DMS and PERSANCO lost $34,474 trading
stocks. SANCHEZ did not inform investors of the losses. |

13. - SANCHEZ did not disclose to investors tha'; prior to 1998,\' his only knowledge of
stock trading was from a Wade Cook seminar that he attended. |

14, SANCHEZ, DMS and PERSANCO failed to diswclose to investors that they would be
trading stocks on margin and selling stocks short. They failed to disclose any of the risks of stock
trading to the investors, including ‘d’le risks involved in using mérgin and trading short. They also
failed to disclose that they were hbt‘registered as securities dealers or salesmen.

15.  SANCHEZ told some investors that he was successful in buying deeds of trust and
would use their money to purchase deeds of trust. SANCHEZ failed to disclose to investors that he
had not bought deeds of trust since the 1970s in California and never purchased any since, even

v—
after receiving investor funds.

Decision No. 66354
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16. SANCHEZ, DMS and PERSANCO have not filed tax returns since 1998. They did
not disclose that fact to investors. '

17. Of the $895,025 SANCHEZ, DMS and PERSANCO raised from investors, they used
less than $50 to explore business opportunities. They did not purchase any deeds of trust with the
investor funds. SANCHEZ, DMS and PERSANCO used the money raised from investors for stock
trading, to pay interest to other investors and for SANCHEZ to pay for personal expenditures.
SANCHEZ, DMS and PERSANCO did not inform inyestors that their funds would be used to pay
interést to other investors vand for SAN CI:IEZ to use »for personal expenditures. The investors did
not consent to such use of their qunds.

18. SANCHEZ provided sworn testimony to the Securities Division on February 26,
2003. Despite being under oath, SANCHEZ failed to disclose all investors to the Securities
Division in his testimony.

19. On February 7, 2003, SANCHEZ represented to the Securities Division through his
attorney that-he would not raise any additioﬁal money ﬁfom~investors. Deépite that representation,
on Februéry 14, 2003, SANCHEZ directed an investor to wire $36,750 from the sale of her house
to an account SANCHEZ controlled. Those funds were not rused for Respondents’ stock trading
program.v

20. On March 9, 2001, SANCHEZ opened an account in the name of DMS at Charles
Schwab & Co. (“Schwab”). In the Schwab new account forms, SANCHEZ listed one of the
mvestors as the manager of DMS, even though.the investor was not the manager of DMS and had
not consented to be listed as the manager. SANCHEZ signed the investor’s name to the form
without the investor’s permission. Despite the fact that SANCHEZ wa§ not listed on the Schwab

- ;

account as the manager, he controlled the account and conducted the trading in the account.

SANCHEZ withdrew investor funds by signing the investor’s name to checks without her

4 66354
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permission. Some of those funds withdrawn were paid to SANCHEZ for his personal use. The
investor did not leamn she was ﬁsted on the Schwab account until the Seéﬁrities Division informed
her of that fact. ’ |

21. On April 11, 2001, SANCHEZ opened an account at Scottrade Securities, Inc.
(“Scottrade”), in the name of DMS. ‘In the new account forms, SANCHEZ listed one of the
investors as the manager of DMS, even though the investor was not the manager of DMS and had
not consen;ced to be listed as the manager. SANCHEZ signed the investor’s name to the forms
without the investor’s perr;qission. _SANCHEZ attachéd the Articles of Incorporation of DMS filed
with the Commission to the Scottrade new account form. In those attached Artibles, SANCHEZ |
deleted his name as manager and listed the investor as manager, again without the investor’s
permission and then provided that false form to Scottrade. The investor did not learn he was listed
on the Scottrade account until the Securities Division informed him of that fact. Despite the fact
that SANCHEZ was not listed on the Scottrade éccount as the manager, he controlled the account
and traded in the account, including withdrawing investor fuilds fr;)m the account for his own use.

22. | Several of the investors have told SANCHEZ that they are currently experiencing
extreme financial problems due to the loss of their inves;:ment with SANCHEZ, DMS aﬁd

PERSANCO. However, once SANCHEZ stopped paying interest to investors, he avoided contact

with them, ignoring their telephone calls, letters and e-mails.

IL.
CONCLUSIONS OF LAW
L. The Commission has jurisdiction over this matter pursuant to Article XV of ti;e
Arizona Constitution and the Securities Act.
2. SANCHEZ, DMS and PERSANCO offered or sold securitigg within or from

Arizona, within the meaning of A.R.S. §§ 44-1801(15), 44-1801(21), and 44-1801(26).

5 a 66354
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3. SAN: Ci—IEZ, DMS and PERSANCO violated A.R.S. § 44-1841 by offering or selling
securities that were 'ﬁéither registered nor exempt from registraﬁon. | !

4. SANCHEZ, DMS and PERSANCO violated A.R.S. § 44-1842 by offering or selling
securities while neither registered as dealers or salesmen nor exempt from registration.

5. SANCHEZ, DMS and PERSANCO violated A.R.S. § 44-1991 by offering or selling
securities within or from Arizona by (a) employing a device, scheme or artifice to defraud, (b)
making untrue statements or misleading omissi(?ns of material facts, and (c) engaging in
transactions, practices or courses of business which opérate or would operate as a fraud or deceit. ‘

I11.
ORDER

THEREFORE, on the basis of the Findings of Fact, Conclusions of Law, and the
RESPONDENTS’ consent to the entry.of this Order, the Commission finds that thé following
relief is appropriate, in the public interest, and necessary for the protection of investors:

IT IS ORDERED, pursuant to A.R.S. § 44-2032, that SANCHEZ, DMS and PERSANCO,
their agents,.- employees, successors and assigns, permane'nﬁy cease and desist from violating the
Securities Act.

IT IS FURTHER ORDERED, pursuant to A.R.S. § 44-2032, that SANCHEZ, DMS,
PERSANCO and KAREN SANCHEZ shall, jointly and severally, pay restitution to investors
shown on the records of the Commission in the amount of $895,025, plus interest at the rate of
10% per annum from the date of each investment until paid in full. SANCHEZ, DMS,
PERSANCO and KAREN SANCHEZ shall be entitled to offséts for any payments made to
investors as reflected in thé records of the Secuﬁties Division. SANCHEZ, DMS, PERSANCO and
KAREN SANCHEZ shall pay $5,000 to the Commission upon approval of the Order. Pay'me;t
shall be made by cashier’s check or money order payable to the “State of Arizona” to be placed in

F
an interest-bearing account maintained and controlled by the Arizona Attorney General. The

6 & 66354
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Arizona Attorney Gerile"ra'l shall disburse the funds on a pro rata basis to investors. If all investors
are paid in full, any’e'xcess funds shall fevert to the state of Arizbna. B

IT IS FURTHER ORDERED, pursuant to "ARS. § 44-2036, that SANCHEZ, DMS,
PERSANCO and KAREN SANCHEZ shall, jointly and severally, pay an administrative penalty in
the amount of $50,000, payable to the “State of Arizona.” Payment shall be made in full by
cashier’s check or money order on the date of this Order. If SANCHEZ, DMS, PERSANCO and
KAREN SANCHEZ do not comply with this order. for administrative penalties, any outstanding
balance may be deemed in default and -shall be irrﬁnediately due and payable. To the extent

SANCHEZ, DMS, PERSANCO and KAREN SANCHEZ pay ahy funds to the Commission prior

7 -
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to approval of this Order, in addition to the $5,000 they are obligated to pay at entry of this Order,
their penalty shall be reduced by that amount, up to $25,000. | ‘
IT IS FURTHER ORDERED that this Order shall become effective immediately.
BY ORDER OF THE ARIZONA CORPORATION COMMISSION

e K{/\v Q. 4N Q//%W

CHAIRM? COMMISSIONER COMMISSIONER

hAlld Dl B e

7 / COMMISSIONER ~ COMMISSIONER

IN WITNESS WHEREOF, I, BRIAN C. MCNEIL,

Executive Secretary of the Arizona Corporation

Commission, have hereunto set my hand and caused the

official seal of the Commission to be affixed at the

Capito], in the City of Phoenix, this is day of
Y , 2003.

DISSENT

DISSENT

This document is available in alternative formats by contacting Yvonne McFarlin, Executive
Assistant to the Executive Secretary, voice phone number 602-542-3931, E-mail
ymcfarlin@cc.state.az.us.

V

(md)
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1 o CONSENT TO ENTRY OF ORDER | 1
2 1. RESPb’NDENTS DOUGLAS AND KAREN SANCHEZ, DMS POWER CASH
3 ||FLOW, L.L.C. and PERSANCO, L.L.C. (collectivel'y “RESPONDENTS”) admit the jurisdiction
4 || of the Commission over the subject matter of this proceeding. RESPONDENTS acknowledge that
5 || they have has been fully advised of their right to a hearing to present evidence and call witnesses
6 ||and RESPONDENTS knowingly and voluntarily waive any and all rights to a hearing before /the
7 || Commission and all other rights otherwise availabl‘e under Article 11 of the Securities Act and

8 || Title 14 of the Arizona Administrative -Code. RESPONDENTS acknowledge that thié Order
‘ 9 || constitutes a valid final order of the Commission.

10 2. RESPONDENTS knowingly and voluntarily waive any right they may have under

11 || Article 12 of the Securities Act to judicial review by any court by way of suit, appeal, or
12 || extraordinary relief resulting frém the entry of this Order. |
13 3. . RESPONDENTS acknowledge and agree that this Order is entered into freely and
14 || voluntarily and that no prdmise was made or coercion used to induce such entry.
15 | 4.. -~ RESPONDENTS acknowledge that they ha\;e been represeﬁted by counsel in this
16 matter, they have reVieWed this Ord61: with their attorney and understands all terms ‘it_contains.
. 17 5. RESPONDENTS admit for all purposes and proceedings except any Federal or
18 }|state criminal proceéding, the Findings of Fact and Conciusions of Law contained in this Order.
19 6. By consenting to the 'entry of this Order, RESPONDENTS agree not to take any
20 || action or to make, or permit to be made, any public statement denying, directly or indiréctly, any
21 |{Finding of Fact or Conclusion of Law in this Order or creating the impression that this Order is
22 |{without factual basis. RESPONDENTS will undertake steps necessary to assure tﬁat all of their
23 ||agents and employees understand and comply with this agreement. i
24 7. While this Order settles this administrative matter between RESPONDENTS and
25 ||the Commission, RESPONDENTS understand that this Order does not precluc;: the Commission

26

9 - 66354
Decision No.
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from instituting other.adn-'linistrative proceedings based on violations that are not addressed by this
Order. | | | ‘

8. RESPONDENTS understand that this Order does not preclude the Commission
from referring this matter to any governmental agency for administrative, civil, or criminal
proceedings that may be related to the matters addressed by this Order.

9. RESPONDENTS understand that this Order does not preclude any other agency or
officer of the state of Arizona or its subdivisions from instituting administrative, civil or criminal
proceedings that may be related to matters-addressed by this Order. |

10.  RESPONDENT DOUGLAS SANCHEZ agrees that he will not apply to the state of
Arizona for registration as a securities dealer or salesman or for licensure as an investment adviser
or investment adviser representative at any time in the future. |

11. RESPONDENT DOUGLAS SANCHEZ agrees that he wiil not eXercise any
control over any entity that offers or sells securities or pfovides investment advisory services,
within or from Arizona.

12. . RESPONDENTS agree that until restitution and penalties are paid in full,
RESPONDENTS will notify the Director of the Securities Division within 30 days of any changé
in home address or any change in RESPONDENTS” ability to pay amounts due under this Order.

13.  RESPONDENTS understand that default shall render them liable to the
Commission for its costs of collection and interest at the maximum legal rate.

14.  RESPONDENTS agree that they will continue to cooperate with the Securities
Division including, but not limited ;EO, providing complete and accurate testimony at any hearing in
this matter and cooperating with the state of Arizona in any related investigatioﬁ or any other

-—

matters arising from the activities described in this Order.
15. RESPONDENT DOUGLAS SANCHEZ and RESPONDENT KAREN SANCHEZ

v&
acknowledge that any restitution or penalties imposed by this Order are obligations of the

10 o 66354
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RESPONDENT DOUGLAS SANCHEZ as well as the mantal commumty of DOUGLAS and
KAREN SAN CHEZ

16. RESPONDENTS consent to the entry of this Order and agree to be fully bound by

| its terms and conditions. If RESPONDENTS breach any provision of this Order, the Commission

may vacate this Order and restore this case to its active docket.
17. DOUGLAS SANCHEZ affirms that he has authority to sign this agreement on
behalf of RESPONDENTS DMS POWER CASH FLOW, L.L.C. and PERSANCO, L.L.C.

Dol ok

DOUGIAS sSANCHEZ ¢’

SUBSCRIBED AND SWORN TO BEFORE me this // _day of Q;m wat- ~,2003.

0 U . \donag
NJTARY PUBLT

My Commission Expires: ‘ :

OFFICIAL SEAL . /
CYNTHIA A, JANSEN , /
My Comm. Expires April 14, 2008 A NAXN LA / ‘ L2 Al
KAREN SANCHEZ ya

%
SUBSCRIBED AND SWORN TO BEFORE me this |2 day of ﬁuﬁ ust ,2003.
‘/ .
7.
NOTARY PUBLIC / ~ L

"OFFICIAL SEAL"
\ LUBAKRALICK®VA
il Notary Public State of Arizona
i Maricopa County
stz My Commission Expires 05/19/07

My Commission Expires:

;OJ'/IGWZOO’-]-

1 66354
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DMS POWER CASH FLOW, LL.C.

L

By- Dowélas Sdfichez &
Its Manager

SUBSCRIBED AND SWORN TO BEFORE me this __J day of ﬁaﬁfd«“— 2003.

- - Q .

NOTARY PUBLIC

My Commission Expires:

OFFICIAL SEAL

CYNTHIA A. JANSEN

NOTARY PUBLIC - State of Arizona
MARICOPA COUNTY

My Comm. Bxpires April 14, 2006

PERSANCO, L.L.C.

Y

By: Dougfas Sarchez z
Its Manager
SUBSCRIBED AND SWORN TO BEFORE me this __// day of a aﬁ ML: , 2003.

( 4.

NOJ'ARY PUBLIC

My Commission Expires:

. OFFICIAL §
CYNTHIA A JANSEN

NOTARY PUBLIC - Stato of Arizon
MAGICORA oL *

My Comm. Expires Apr 14, 2005
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