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MIKE GLEASON, Chairman
WILLIAM A. MUNDELL
JEFF HATCH-MILLER
KRISTIN K. MAYES

GARY PIERCE

In the matter of: ) DOCKET NO. S-20537A-07-0390
)

LEONARD CLARK RHODES, J R. and ) NOTICE OF OP P ORTUNITY FOR HEARING
MARGARET RHODES, husband and wife, ) REGARDING PROPOSED ORDER, TO

) CEAS E AND DESIST, ORDER FOR
) RES TITUTION, FOR ADMINIS TRATIVE
) P ENALTIES AND FOR OTHER
) AFFIRMATIVE ACTION

Respondents.l 1

12

13

14

15

16 The Securities Division ("Division") of the Arizona Corporation Commission ("Commission")

17 alleges that Respondent Leonard Clark Rhodes, Jr. has engaged in acts, practices and transactions that

18 constitute violations of the Securities Act of Arizona, A.R.S. §44-1801 et seq.("Securities Act").

NOTICE: EACH RESPONDENT HAS 10 DAYS TO REQUEST A HEARING

EACH RESPONDENT HAS 30 DAYS TO FILE AN ANSWER

I.

JURISDICTION

11.

RESPONDENT

19

20

21 1. The Commission has jurisdiction over this matter pursuant to Article XV of the

22 Arizona Constitution and the Securities Act.

23

24

25

26

2. Leonard Clark Rhodes. Jr. ("Rhodes") is a resident of Gilbert, Arizona.
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1

2

3

Margare t Rhodes  ("M. Rhodes") was  a t a ll re levant times the  spouse  of Rhodes . M.

lia bility of the  ma rita l community.

4.4

5

At a ll times re levant, Rhodes was acting for his  own benefit, and for the  benefit or in

iiirtherance of the maximal community.

6 III.

7 FACTS

8

9

10

Rhode s  is  a n Arizona  lice ns e d ins ura nce  produce r. He  s old a nnuitie s  a nd othe r

insura nce  re la te d products  to Arizona  re s ide nts , ma ny of whom we re  ove r 65. La te r, a fte r se lling

the  a nnuitie s  to the  inve s tors , he  would offe r othe r, unre gis te re d inve s tme nts  to some  of those

1 1 inves tors .

1 2 The Simper Libera Investment

1 3

1 4

Beginning in 2001, Rhodes  sold investments  in Semper Libera  to Arizona  res idents .

Simper Libera  offered one  "unit" for each $10 investment.

1 5

16

Rhode s  informe d inve s tors  tha t S impe r Libe ra  wa s  in the  bus ine s s  of de ve loping

offshore  resorts and casinos. He said that Semper Libera  would use  the  money provided to investors,

1 7

1 8

1 9

20

paying a  re turn of 3% per month to investors.

8. Rhodes did not provide  the  investors  with any information regarding Semper Libera 's

fina ncia l condition, the  ris k of the  inve s tme nt, whe re  the  mone y would be  he ld or a ny s pe cific

loca tion of the  "offshore  re sorts  and cas inos ." Rhodes  did not even inform inves tors  a s  to Semper

21 Libe ra 's  loca tion.

22

23

24

25

26

Inves tors  rece ived corre spondence  from Semper Libe ra  confirming the  inves tment.

They also received periodic correspondence or newsletters re laying information about the investment.

Those  documents  lis ted an address  in Ha lifax, Nova  Scotia , Canada  as  Semper Libe ra 's  address .

However, that address was an accommodation address, which forwarded a ll mail that Semper Libera

rece ived to another address  in Phoenix, Arizona . The  Arizona  address  was a lso an accommodation

3.

5.

6.

7.

9.

2
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1

2

a ddre s s . Whe n ma il wa s  re ce ive d the re , it wa s  a ga in forwa rde d. Through us e  of the  Ca na dia n

a ccommoda tion a ddre s s , none  of the  inve s tors  we re  a wa re  of the  P hoe nix or othe r subse que nt

3 addre sse s . The  few inves tment re turns  tha t inves tors  rece ived we re  made  through use  of money

4 o rd e rs .

5 10.

6

7

8

9

10

Rhodes suggested that investors let their returns accumulate, rather than taldng returns

out of S e mpe r Libe ra . Although the  inve s tors  re ce ive d minima l pa yme nts  ba ck, those  pa yme nts

stopped. When the  investors  a ttempted to contact Simper Libera , they were  unable  to do so. During

this time, Rhodes continued to provide assurances to investors that their funds would be available .

l l . At le a s t two of the  Arizona  inves tors  we re  ove r 80 yea rs  old when they made  the ir

investments in Semper Libera . Through Rhodes, investors put a t least $127,000 into Semper Libera .

11 The Univers a l Leas e  Inves tment

1 2 1 2 . Yuca ta n Re s orts , Inc. ("Yuca ta n") a long with Yuca ta n Re s orts , S .A. ("Yuca ta n-

1 3 S .A."), de s igne d, promote d a nd ope ra te d a  "Unive rs a l le a s e " time s ha re  progra m involving

h o te l u n its  in a nd  o the r Ce n tra l Ame rica n  loca le s  from1 4

1 5

inve s tme nts  in Cancun, Me xic o

approximate ly March 2000 to December 2002.

1 6 13.

1 7

18

1 9

20

21

Re sort Holdings  Inte rna tiona l, Inc. ("RHI") a nd Re sort Holding Inte rna tiona l, S .A.

("RHI-S .A.") began replacing Yuca tan as  the  primary promote r and opera tor of the  Unive rsa l lease

timeshare  program within the  Sta te  of Arizona in or around May 2002.

14. Rhodes , directly or indirectly, ente red into agreements  with Yuca tan Resorts , e t a l.

and/or Resort Holding Inte rna tiona l, e t a l., which authorized Rhodes  to marke t and se ll inves tment

contracts  in the  form of leases in the  Universal lease  program within or from the  Sta te  of Arizona.

22 1 5 .

23

24 1 6 .

25

Under the  te rms of the  Unive rsa l lease  program, inves tors  were  required to inves t a

minimum of $5,000, but were  a llowed to invest any amount in excess of that sum.

According to Universal lease  promotional materia ls , investors were  presented with the

opportunity to select one of three separate  Universal lease "options."

26

3
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1 17.

2

3

4

5

6

7

8

9

10

Unde r "Option 1" of the  Unive rs a l le a s e , inve s tors  could choos e  to fore go a ny re turns

on the ir inve s tme nts , a rid ins te a d e le ct to utilize  a  time s ha re  unit the ms e lve s . P urs ua nt to this  option,

a n inve s tor would be  a s s igne d a  s pe cific unit, for a  s pe cific we e k, a nd a t a  s pe cific loca tion, a nd only

a fte r a  minimum inve s tme nt of $5,000 ha d be e n pa id . The  inve s tor ha d no input a s  to  the  da te ,

qua lity or loca tion of the  time s ha re  a s s ignme nt. Additiona lly, a n Option 1 purcha s e r wa s  re quire d to

pa y a nnua l ma na ge me nt fe e s , ra nging from $380 to  $645 pe r ye a r with  s a id  a mounts  s ubje c t to

incre a s e s  in the  Cons ume r P rice  Inde x. The  a mounts  to be  cha rge d for a nnua l ma na ge me nt fe e s

re s u lte d  in  a n  e ffe c tive  s u rc ha rge  o f $9 ,000  to  $16 ,125  (o r more ) ove r the  life  o f the  25  ye a r

time s ha re  le a s e . For a  $5,000 purcha s e r, this  would a mount to a  tota l pa yme nt of $14,000 to $21,125

in  re tu rn  fo r 12  we e ks  o f time s ha re  a c c e s s  (ove r a  25  ye a r pe riod ) a t a n  unknown un it,  a t a n

11

12 18.

13

14

15

undis clos ed loca tion, during an undis clos ed time  of yea r.

Option 1 wa s  minima lly include d in the  Unive rs a l le a s e  promotiona l ma te ria ls , a nd

the  s e le ction re ce ive d little  or no cove ra ge  in Unive rs a l le a s e  re cruitme nt s e mina rs  for pros pe ctive

s a le s pe ople . Option 1 ha d little  or no a pplica bility to the  ma ny e lde rly inve s tors  pla cing re tire me nt

funds  into the  Unive rs a l le a s e  program.

16 19. Upon informa tion  a nd  be lie f, Rhode s  d id  not s e ll a  s ingle  Unive rs a l le a s e  unde r

17 Option 1.

18 20.

19

20

21

22

23

24

25

26

The  Unive rs a l le a s e  "Option  2 ," p re s e n te d  inve s to rs  the  opportun ity to  re n t ou t

as s igned times hare  units  thems e lves  and conta ined many of the  s ame  cos ts  and conditions  a s s ocia ted

with Option l. Option 2 a ga in re quire d the  purcha s e r to fore go a ny gua ra nte e d inve s tme nt re turns ,

a nd ins te a d impos e d a nnua l ma inte na nce  fe e s  on the  purcha s e r for the  full 25 ye a r le a s e  te rm.

P ros pe c tive  Option 2 purcha s e rs  we re  una wa re , until a fte r the  purcha s e  ha d be e n ma de , of the

loca tion, re s ort type  and pe rmitted da te s  of us e  for the  times ha re . S a le s  ma te ria l wa rned tha t this  s e lf-

re nting option would not bring in  the  s a me  le ve l of re ve nue s  a s  would a  profe s s iona l th ird  pa rty

s e rvicing a ge nt a s  offe re d in Option 3. P romotiona l ma te ria ls  provide d a  dis cus s ion of the  fina ncia l

dis incentives , but no dis cus s ion, comments  or guidance  of the  advantages  of s e lecting option 2, othe r

4
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1

2

3

tha n the  brie f s ugge s tion tha t the  s e lf-re nting option could be  ca rrie d out through the  "pla cing of a n

a dve rtis e me nt in the  loca l pa pe r."

Upon informa tion  a nd  be lie f, Rhode s  d id  not s e ll a  s ingle  Unive rs a l le a s e  unde r21.

4 Option 2.

5 22.

6

7

8

9

10

S a le s  a nd promotiona l ma te ria ls  focus e d on a nd e mpha s ize d Option 3. According to

Unive rs a l le a s e  promotiona l brochure s , inve s tors  who chos e  Gption 3 would be  e ligible  to re ce ive  a

g u a ra n te e d  ll p e rc e n t (s u b s e q u e n tly lo we re d  to  9  p e rc e n t) a n n u a l re tu rn  o n  th e ir tim e s h a re

inve s tme nts  for a  pe riod of 25 ye a rs , a fte r which time  the  le a s e  could be  re ne we d for a nothe r 20

years . For a n  inve s tor to  re a p  the  ll a nd  la te r 9  pe rce n t pe r a nnum re turn  unde r Option  3 , the

inve s tor wa s  re quire d, a s  pa rt of the  inve s tme nt, to hire  a  "third pa rty" ma na ge me nt compa ny to le a s e

the  inve s tor's  time s ha re  unit.11

12 23.

13

14

15

16

17

The  Unive rs a l le a s e  ma te ria ls  ide ntifie d  World  P ha nta s y Tours  Inc. ("World

Phantasy") as the  designated third party management company responsible  for leasing the  investor's

timeshare  unit. World Phantasy was a lleged to be  a  resort management company and travel agency

operating as the servicing agent for the Yucatan Universal lease program.

24. Selecting World Phantasy, the only management company identified or offered, as the

lea s ing agent was  the  only me thod unde r which inves tors  could ea rn the  promised ll or 9 pe rcent

rate  of re turn on their Universal lease  investments.18

19 25.

20

21

22

23

25

Once  inve s tors  ha d ma de  the ir inve s tme nts  in the  Unive rs a l le a s e  progra m a nd ha d

s igne d the  Ma na ge me nt Agre e me nt with World P ha nta s y, the  inve s tors  we re  to re ce ive  a n ll a nd

la te r 9 pe rce nt pe r a nnum re turn on the ir inve s tme nts  for the  life  of the  Unive rs a l le a s e . The  inve s tors

ha d  no  du tie s  o r re s pons ib ilitie s  fo llowing  the ir inve s tm e n ts ,  a nd  re lie d  s o le ly on  o the rs  fo r

de ve lopme nt of ne w units  a nd/or ma na ge me nt of e xis ting re nta l units  to ge ne ra te  the  re nta l profits

24 tha t would purporte dly s upport the  inve s tors ' inve s tme nt re turns .

26. Ac c o rd in g  to  th e  m a rke tin g  m a te ria ls  fo r th e  Un ive rs a l le a s e ,  Op tio n  3  o f th e

Unive rs a l le a s e  provide d a  multitude  of a dva nta ge s  to more  tra ditiona l inve s tme nts . Among the m26

5
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1

2

3

4 27.

5

6

7

8

9 28.

10

was the  asse rtion tha t Option 3 provided a  superior ra te  of re turn over most othe r inves tments  and

tha t the  Unive rs a l le a s e  wa s  s upporte d by "de bt-fre e " re s ort prope rtie s  which re s ulte d in the

Universal lease program being "safe and secure."

Option 3 was a lso the  only Universa l lease  option tha t a llowed investors  to recoup up

to 5 pe rcent of any liquida tion pena lty incurred during the  process  of rolling othe r inves tments  into

the  Unive rsa l le a se  program. This  fea ture  was  an added incentive  for inves tors  to exchange  the ir

exis ting inves tment portfolios , including individua l re tirement accounts  and annuitie s , into Option 3

of the  Universal lease  program.

Upon informa tion a nd be lie f, a ll inve s tors  who purcha se d contra cts  Hom Rhode s

selected Option 3.

29.11

1 2 30.

1 3

14

1 5

Rhodes was paid a commission for the sale of the Universal Leases.

Rhodes sold Universa l leases  to approximate ly 2 individua ls  or entities  within or from

the  Sta te  of Arizona  from February 1, 2002 through October 31, 2003. Tota l sa les  made  by Rhodes

were  approxima te ly $60,052 and re sulted in rece ipt of commiss ions  by Rhodes  of approxima te ly

$6,105.20

1 6 31.

1 7

1 8

P rior to a nd ding the  pe riod of Rhode s 's  s a le s  to inve s tors  in Arizona , Yuca ta n a nd

its  re la te d e ntitie s  ha d be e n s ubje ct to inve s tiga tions  a nd orde rs  in multiple  s ta te s  involving its

development, marketing and sale  of promissory notes and Universal leases. Rhodes failed to disclose

this  information to the  investors  with whom he  dealt.1 9

20 32. The orders that Rhodes could have revealed to investors include:

21

22

23

24

25

a ) Ma y 18, 1999 a dminis tra tive  orde r by the  Ne w Me xico S e curitie s  Divis ion

re la ted to Yucatan Investment Corp. for the  sa le  of unregiste red, non-exempt securities  - in the  form

of 9 month promissory notes  - through unlicensed sa les  agents . Michae l Eugene  Kelly ("Kelly") was

the  sole  incorpora tor, s ta tutory agent, president and secre tary of Yucatan Investments , and Yucatan

Investment was based out of the  same business  address  as  Yucatan, Yucatan~S.A., RHI, and RHI-

26 S.A. Yucatan Investments ' opera tion was the  immedia te  predecessor to the  current Universa l lease

6
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1

2

3

4

5

6

7

8

progra m, Ke lly wa s  the  founde r, pre s ide nt a nd owne r of Yuca ta n a nd wa s  a  dire ctor, office r a nd

owner of Yuca tan S .A. Kelly is  the  founder, cha irman and owner of RHI.

b ) July 26, 1999, Consent with the  South Carolina  Securities  Divis ion s igned by

Ke lly on beha lf of himse lf and Yuca tan Inves tment Corp. for the  sa le  of unregis te red, nonexempt

securities in the form of 9 month promissory notes through unregistered sales agents,

c ) Octobe r 4, 1999, Cons e nt Orde r to Ce a s e  a nd De s is t Mth the  Minne s ota

De pa rtme nt of Comme rce  s igne d by Ke lly a s  pre s ide nt for the  s a le  of unre gis te re d, none xe mpt

securities ,

9

10

11

d) November 7, 2000, Order to Cease  and Desis t, which became permanent on

December 21, 2000, by the  Connecticut Department of Banking re la ted to Yucatan Investment Corp.

for the  sa le  of unregistered, nonexempt securities in the  form of promissory notes through unlicensed

12 sales agents,

13

14

15

16

17

18

19

20

21

22

23

24 33.

25

e ) Ma rch 28, 2001, Orde r of P rohibition a nd Re voca tion by the  Wis cons in

S e curitie s  Divis ion re la te d to Ke lly, Yuca ta n Re sorts , Inc., Yuca ta n Re sorts , S .A., RHI, Inc. a nd

RHI-S.A. for the  sa le  of unregistered securities  by unlicensed sa les  agents  and for securities  fraud in

viola tion of Wisconsin law (revoked by subsequent order da ted April 4, 2003);

f) October 22, 2002, Summary Order to Cease and Desist from the Pennsylvania

S e curitie s  Commis s ion re la te d to Yuca ta n-S .A. a ris ing out of multiple  re gis tra tion a nd fra ud

viola tions  a s  prescribed by the  Pennsylvania  Securitie s  Act (re scinded by subsequent orde r da ted

January 20, 2004);

g) On May 20, 2003, the  Division issued a  Temporary Order to Cease and Desist

and Notice  of Opportunity for Hearing ("Order") rega rding Yuca tan Resorts , Yuca tan Resorts  S .A.,

RHI, RHI-S .A., World Phanta sy, Ma j e s t Trave l and Ke lly.

Yucatan informed its Arizona based sales agents of the existence of the Order.

Despite  the  exis tence  of the  Order, a fte r its  e ffective  da te , Rhodes  sold a t leas t one

Universa l lease  within or from the  S ta te  of Arizona . Rhodes  had the  inves tor use  a  Hawaii address

34.

26

7
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1 for the  inve s tme nt, de spite  the  fa ct tha t the  inve s tor wa s  a  re s ide nt of Arizona . Rhode s  told the

investor tha t the  Universa l Lease  had not been licensed for sa le  in Arizona  and thus she  would need2

3 to use the Hawaii address in order to purchase the investment.

4

5 IV.

6

7

VIOLATION OF A.R.S. §44-1841

(Offer or Sale  of Unregis tered Securities )

8 35. From on or about 2001, Rhodes offe red or sold securities  'm the  form of investment

9 contracts , within or Hom Arizona .

36.10 The securities referred to above were  not registered pursuant to Articles 6 or 7 of the

1 1 Securities Act.

1 2 37.

1 3 v.

1 4

1 5

VIOLATION OF A.R.S. §44-1842

(Transactions by Unregistered Dealers or Salesmen)

1 6 38. Rhode s  offe re d or sold se curitie s  within or from Arizona  while  not re gis te re d as a

1 7

1 8

dealer or salesman pursuant to Article  9 of the Securities Act.

39.

1 9 VI.

20 VIOLATION OF A.R.S. §44-1991

21 (Fraud in Connection with the  Offer or Sale  of Securities )

22 40.

23

24

25

26

In conne ction with the  offe r or s a le  of s e curitie s  within or from Arizona , Rhode s

dire ctly or indire ctly: (i) e mploye d a  de vice , s che me  or a rtifice  to de fra ud, (ii) ma de  untrue

sta tements of materia l fact or omitted to s ta te  materia l facts  which were  necessary in order to make

the  s ta tements  made  not misleading in light of the  circumstances  under which they were  made , or

(iii) engaged in transactions, practices or courses of business which operated or would opera te  as a

8
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1 fra ud or de ce it upon offe re r a nd inve s tors . Rhode s  conduct include s , but is  not limite d to, the

2 following:

3 a)

4

5

6 b)

7

Failing to disclose  to inves tors  any necessa ry information about the  S imper

Libe ra  inves tment, including risk, financia l s ta tus  of Semper Libe ra , the  loca tion of any a sse ts  of

Semper Libera and the method that Semper Libera used to pay any investors,

Fa iling to disclose  to inve s tors  tha t the  a ddre ss  use d by Se mpe r Libe ra  in

Canada  was an accommodation address , leaving the  investors  with no method to contact Semper

8 Libe ra ,

9 c) Failing to disclose  to a t least one  Arizona  Universa l lease  investor tha t it was

in viola tion of Arizona  law to se ll the  Unive rsa l le a se  to he r a lte r the  Commiss ion had orde red a ll10

11 sales to stop,

12

13

14

15

16

d) Fa iling to dis clos e  to Unive rs a l Le a s e  inve s tors  of the  commis s ions  he

received for se lling the  investment, and

e ) Fa iling to disclose  to Unive rsa l Lease  inves tors  the  va rious  orde rs  ente red

against the  companies and Michael E. Kelly.

41.

17 XII.

18 REQUES TED RELIEF

19

20

The Division requests  that the  Commission grant the  following re lief?

Order Rhodes to permanently cease  and desist from viola ting the  Securities Act, pursuant to

21

22

23

24

25

2. Orde r Rhode s  to ta ke  a ffirma tive  a ction to corre ct the  conditions  re sulting from his  a cts ,

3. Orde r Rhode s  to pa y the  s ta te  of Arizona  a dminis tra tive  pe na ltie s  of up to five  thousa nd

26

1 .

9
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1 4. Orde r tha t the  ma rita l community of Rhode s  a nd M. Rhode s  be  s ubje ct to a ny orde r of

2

3

re s titution, re sciss ion, admirlis tra tive  pena ltie s , or othe r appropria te  a ffirma tive  action pursuant to

4 5. Order any other re lie f tha t the  Commission deems appropria te .

5 XIII.

6 HE ARING  O P P O RTUNITY

7

8 R14-4-306. If any respondent requests a hearing, respondent must also answer this Notice. A

9

10

1 1

1 2

1 3

14

1 5

1 6

17

1 8

19

20

21

22

request for hearing must be  in writing and received by the  Commission within 10 business days after

se rvice  of this  Notice  of Opportunity for Hearing. Each respondent must de liver or mail the  request

to Docke t Control, Arizona  Corpora tion Commis s ion, 1200 W. Wa s hington, P hoe nix, Arizona

85007. A Docke t Control cove r s he e t mus t a ccompa ny the  re que s t. A cove r s he e t form a nd

ins truc tions  ma y be  ob ta ine d  from Docke t Con tro l by ca lling  (602 ) 542 -3477  o r on  the

Commission's  Inte rne t web s ite  a t http://www.azcc.gov/divis ions/utiVforms/.

If a  request for a  hearing is  timely made, the  Commission shall schedule  the  hearing to begin

20 to 60 days  from the  rece ipt of the  reques t unle ss  othe rwise  provided by law, s tipula ted by the

parties, or ordered by the  Commission. If a  request for a  hearing is  not timely made the  Commission

may, without a  hearing, ente r an order granting the  re lie f requested by the  Divis ion in this  Notice  of

Opportunity for Hearing.

Persons with a  disability may request a  reasonable  accommodation such as  a  s ign language

inte rpre te r, a s  we ll a s  reques t this  document in an a lte rna tive  fonna t, by contacting Linda  Hogan,

Exe cutive  As s is ta n t to  the  Exe cutive  Dire ctor, vo ice  phone  numbe r 602/542-3931, e -ma il

23 lhogan@azcc.gov. Re que s ts  s hould be  ma de  a s  e a rly a s  pos s ible  to a llow time  to a rra nge  the

accommodation.24

25 XIV.

26 ANS WE R R E Q UIR E ME NT
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Docke t No. S -20537A-07-0390

1

2

3

4

5

6

7

8

9

1 0

P ursua nt to A.A.C. Rl4~4-305, if Rhode s  or M. Rhode s  re que s ts  a  he a ring, Rhode s  or M.

Rhode s  mus t de live r or ma il a n  Ans we r to  th is  Notice  of Opportunity for He a ring to  Docke t

Control, Arizona  Corpora tion Commiss ion, 1200 W. Wa shington, Phoe nix, Arizona  85007, within

30 ca le nda r da ys  a lte r the  da te  of s e rvice  of this  Notice . A Docke t Control cove r s he e t mus t

a ccompa ny the  Ans we r. A cove r s he e t form a nd ins tructions  ma y be  obta ine d from Docke t

Control b y ca lling (602) 542-3477 or o n  th e Commis s ion's Inte rne t web s ite a t

http://www.a zcc.gov/divis ions /utiVforms /.

Additiona lly, Rhode s  or M. Rhode s  mus t se rve  the  Answe r upon the  Divis ion. Pursua nt to

A.A.C. R14-4-303, s e rvice  upon the  Divis ion ma y be  ma de  by ma iling or by ha nd-de live ring a

copy of the  Answer to the  Divis ion a t 1300 West Washington, wIld Floor, Phoenix, Arizona , 85007,

addre ssed to Mark Dine ll.11

1 2 The  Answe r sha ll conta in a n a dmiss ion or de nia l of e a ch a lle ga tion in this  Notice  a nd the

1 3

14

origina l s igna ture  of e a ch Re s ponde nt or the ir a ttorne y. A s ta te me nt of a  la ck of s uffic ie n t

knowle dge  or informa tion sha ll be  cons ide re d a  de nia l of a n a lle ga tion. An a lle ga tion not de nie d

1 5 sha ll be  considered admitted.

1 6

1 7

1 8

Whe n Rhode s  or M. Rhode s  inte nds  in good fa ith to de ny only a  pa rt or a  qua lifica tion of

a n a lle ga tion, Rhode s  or M. Rhode s  s ha ll s pe cify tha t pa rt or qua lifica tion of the  a lle ga tion a nd

sha ll a dmit the  re ma inde r. Rhode s  or M. Rhode s  wa ive  a ny a ffirma tive  de fe nse  not ra ise d in the

1 9 a n s we r .

20 The  office r pre s iding ove r the  he a ring ma y gra nt re lie f from the  re quire me nt to file  a n

21

22

Answer for good cause  shown.

Dated this Z  ' 8 day of June, 2007.

23

24

25
Matthew J  . Neubx
Dire ctor of S e curitle s

26

11


