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MIKE GLEASON, Chairman

WILLIAM A. MUNDELL
JEFF HATCH-MILLER
KRISTIN K. MAYES

GARY PIERCE

In the matter of:

KELLY J . WATERS and DANIEL B.
WATERS, husband and wife

KELLY'S MOBILE HOME SALES, INC.
An Arizona Corporation

Respondents .

) DOCKET no. s -20539A_07-0425
)
) TEMP ORARY ORDER TO CEAS E AND
) DES IS T AND NOTICE OF OP P ORTUNITY
) FOR HEARING
)
)
)
)
)
)
)
)
)

NOTICE: THIS  ORDER IS  EFFECTIVE IMMEDIATELY

EACH RESPONDENT HAS 20 DAYS TO REQUEST A HEARING

EACH RESPONDENT HAS 30 DAYS TO FILE AN ANSWER
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The  Securitie s  Divis ion ("Divis ion") of the  Arizona  Corpora tion Commiss ion

("Commission") alleges that RESPONDENTS KELLY J. WATERS, DANIEL B. WATERS, and

KELLY'S  MOBILE HOME SALES, INC. e nga ge d in or a re  a bout to e nga ge  in a cts  a nd

("Securities Act"), and that the public welfare requires immediate action.
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Docke t No. S -20539A-07-0425

1 1.

2 J URIS DICTIO N

3 The  Commis s ion ha s  juris diction ove r this  ma tte r purs ua nt to Article  XV of the

4 Arizona  Constitution and the  Securities  Act.

5 11.

6 RES P ONDENTS

7 KELLY'S  MOBILE HOME S ALES , INC. ("KMHS "), is  a n  Arizona  Corpora tion

with business  addresses  a t 912 W. Prince  Road, in Tucson, AZ 85705, and 40 W. Base line  Road,

2.

8

9

1 0

Suite  203, in Tempe , AZ 85283.

3. KELLY J . WATERS  ("K. WATERS ") is  a n individua l who re s ide s  in  Ma ricopa

11 County, Arizona .

4.1 2 K. WATERS presents  he rse lf a s  the  Owner of KMHS. According to public records ,

1 3 K. WATERS is  a lso the  Pres ident/CEO of KMHS.

1 4

1 5

According to public re cords , K. WATERS  is  a  me mbe r of K& D Mobile  Home

Sales , LLC, an Arizona , LLC and a lso a  member of Waters  Investment Opportunity, LLC, another

Arizona  LLC. Both of these  LLCs have  a  la s t known bus iness  address  of 912 W. Prince  Road, in1 6

1 7

1 8

Tucson, Arizona, the same as one of the addresses of KMHS.

6. KMHS mainta ins a website at www.rnobilehomessoldbyke llvs .com and

1 9

20

K.WATERS maintains an e-mail address at kel1yinaz@msn.com.

DANIEL B. WATERS  ("D. WATERS ") is  a n individua l who re s ide s  in Ma ricopa

2 1 County, Arizona .

8.22

23

24

D. WATERS presents himself as the  Vice  President of KMHS .

According to public records , D. WATERS and is  a lso the  President of Mobile  Home

Lending, Inc. an Arizona  corpora tion a lso loca ted a t 40 W. Base line  Road, Suite  203, in Tempe ,

Arizona  85283.25

26
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1 10 . At a ll re le va nt time s  K. WATERS  a nd D. WATERS  ha ve  be e n ma rrie d to e a ch

2 othe r. At a ll re le va nt time s  K. WATERS a nd D. WATERS we re  a cting for the ir own be ne fit, a nd

3

4

for the  benefit or in iilrtherance  of the  marita l community.

K.W ATE RS ,  D.W ATE RS ,  a n d  KMHS  ma y b e  c o lle c tive ly re fe rre d  to  a s11.

5 "RES P ONDENTS ."

6 111.

7 FACTS

8 1 2 . Upon informa tion a nd be lie f, RES P ONDENTS  ha ve  be e n a nd a re  dire ctly or

9

1 0

11

indirectly offering securities in the  form of investment contracts since  a t least January 14, 2007.

13. RESPONDENTS a re  soliciting Arizona  inve s tors  through ne wspa pe rs  a ds . One

such advertisement from the January 14, 2007 edition of the Arizona Republic sta ted:

1 2

13

Ea rn high interest on se-
cured notes- IRA's  OK

Kelly 480-275-9173

1 4
1 4 .

1 5

Up o n  d ia lin g  th e  p u b lis h e d  n u mb e r,  a  p o te n tia l Arizo n a  in ve s to r ("P Al")

communicated with K. WATERS who described the  opportunity as one  in which investors  purchase

1 6
a  note  on a  mobile  home  for a  dolla r amount be tween $15,000.00 and $33,000.00 The  note  was

1 7

1 8
1 5 .

1 9

20

represented to be secured by a mobile home.

It wa s  e xpla ine d tha t whe n a  mobile  home  is  s old, the  purcha s e r fina nce s  the

purchase  by making a  note  tha t pays  a  ve ry high ra te  of inte res t. K. WATERS represented to the

PAl tha t investors  a re  pa id annua l re turns  of 12%, 15%, or 21% inte res t on the ir principa l from the

2 1
assignment of the note.

22
1 6 . Another ad published on May 13, 2007, in the  Arizona Republic sta ted:

23

24

25

26
1 7 .

Ea rn 15%
www. 15pecentsecured.com

Backed by company
Kelly, 480 275-9173

On its homepage, the advertised website at www.15percentsecured.com ("l5% s ite ")

offers investors "15% Interest on Secured Investments." The same site  goes on to state :

3
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1
Potential Investors: Are you currently earning a meager
return on your investment from Stock Markets, Bonds,
Mutual Funds or CD's?

2

3 Want to realize a huge interest return on your investment?

4 Earn 15% return with virtually no risk with our secured note
program.

5

6

7

Unlike other investments that have high risks, this program

offers low to no risks. It is backed with a title naming you as

lien holder and by our company. If the debtor does not

pay....we will' '

8
18. The  15% s ite  conta ins  the  s a me  conta c t phone  numbe rs  for K. WATERS  a s  the

9
newspaper ad referenced in 111[ 13 and 16 above.

10
1 9 . The  15% s e cure d we bs ite  ha s  links  to  two othe r inve s tm e nt opportunitie s  tha t a re  a t

11

12
http://www.2l .pe rce nt.com ("a l% s ite ") a nd www.s e lfdire cte dira 12pe rce nt.com ("IRA s ite ").

13 20. The  21% s ite  s ta te s :

14 Secured Investments @21% Per Annum...

15

16

This  bus ine s s  e nte rpris e  is  obta ina ble  to priva te  inve s tors  who
de s ire  to e a rn a  high inte re s t ra te  of 21% pe r a nnum , by
purcha s ing note s . The  note s  a re  s e cure d by a  title  na m ing you a s
firs t (a nd only) lie n holde r. The  note s  purcha s e d a re  for
ma nufa cture d home s . |  ii17

18 Our company primarily serves the  sta te  of Arizona, but have
investors  from a ll over the  country.

19

20
21. In addition to providing notes  from borrowers , the  21% site  a lso discusses  se rvices

2 1 the y provide  for inve s tors  s uch a s : 1099 ta x re turn pre pa ra tion, monthly "Le nde rs  Fina ncia l

22 Sta tements " (an accounting of payments  made  on the  note s ), s ecuring tha t title  to the  mobile  home  is

23 is s ue d na m ing the  inve s tor a s  a  lie n holde r.

24

25

26

4
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22. On the 21% site , those interested in investing are  informed as follows:
1

2
Interested in Investing?

3

4

5

6

7

It is  easy to ge t s ta rted, just provide  us  with the  following:
How much you would like  to inves t
What interest ra te  you would like
Full name
Address
Phone number
Socia l Security Number (only for 1099)
That is  it, once  we have a ll this  information, we do a ll the  rest.
To find out more, type your name and email address below and
then click the  Go button....8

9
23. The  conta ct informa tion provide d on the  21% s ite  include s  tha t of KMHS , K.

1 0
WATERS a nd D. WATERS . The  21% s ite  e na ble s  inve s tors  to e -ma il K. WATERS  a nd D.

11

1 2
24.

1 3

WATERS dire ctly.

The IRA site  s ta tes , "Break away from the  low interest ra te  you are  currently earning

and realize  a  higher interest ra te  is  available ." This site  a lso te lls  investors that they have the  "option

to  d ire ct the ir own IRA a ccount a nd o the r re tire me nt p la ns  in to  a  h ighe r in te re s t s e cure d
1 4

inves tm ents  .99

1 5

1 6
25. The  IRA s ite  a ls o  con ta ins  the  con ta c t in fo rma tion  o f K. WATERS  a nd  D.

1 7
WATERS .

1 8
26.

1 9

20

21

22
27.

23

24

25

i n

26

In July of 2007, a  PAl who communica ted with K.WATERS and D. WATERS a fte r

vis iting the  15% s ite , 21% s ite , a nd IRA s ite , wa s  pre s e nte d with wha t wa s  cla ime d to be  the

fina ncia l informa tion of mobile  home  purcha s e rs  who we re  in ne e d of fina ncing. D. WATERS

explained that he investigates borrowers to determine their credit worthiness.

When the  PAl expre ssed inte re s t in inves ting funds  the  following informa tion was

reques ted by KMHS: address , phone  number, drive r's  license  and socia l security number or EIN

and nothing more . The PAl was not asked whether he /she  could susta in the  loss of the  investment,

nor was he/she asked his/her net worth. The PAl was not asked about his/her investing experience.

K. WATERS expla ined to the  PAl tha t the  investor's  iiunds would be  used to fund a

loan for a  purchase r of a  mobile  home . Afte r the  mobile  home  was  purchased with the  inves tor's

5

28.
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1

2

3

5

7

8

funds, a  note  would be  assigned to the  PAl for 15%. The  interest of the  PAl would be  secured by a

firs t lie n a ga ins t the  mobile  home . The  P Al wa s  a lso ve rba lly informe d tha t if the  borrowe r wa s

delinquent in paying the  note , KMHS would pay

29. The  P Al wa s  a ls o informe d by D. WATERS  tha t IRA funds  could be  inve s te d in

essentia lly the  same program. D. WATERS touted the  IRA investment as  very lucra tive

30. The  PAl wa s  provide d informa tion a bout KMHS ' Se lf Dire cte d IRA progra m ("IRA

progra m"). The  ma te ria ls  indica te  KMHS  pa ys  12% in the  IRA progra m a nd promise s , "We  pa y

you even if the debtor (purchaser of home) does not pay

Anothe r s ite  connected to KMHS is  found a t http://lenderswantedcom ("LW s ite ")31.

1 0 The homepage  of the  LW site  touts

11

1 2
We are looking for private lenders who would like to earn 15

% interest per annum, on a secured note (title as
collateral)

1 4 32.

1 7

The  LW s ite  a lso portrays  two programs, one  for 15% and one  for 21% re turn and

describes  them as  be ing for the  purchase  of exis ting note s  secured by a  lien on a  manufactured

home . The  s ite  e xpla ins  tha t in the  15% progra m, KMHS  clos e s  the  "P romis s ory Note  a t 21%

pe r a nnum. A 6% re se rve  fund (sole  prope rty of Ke lly's  MHS) will be  se t up to insure  pa yme nts

to the  Inves tor1 8

1 9 33.

2 1

According to  the  LW s ite , in  both the  15% a nd 21% progra ms , KMHS  offe rs

note s  for the  inve s tor to s e le ct from. KMHS  ha s  control ove r is s uing the  origina l note s  a nd

se le cting the  borrowe rs . Furthe r, KMHS  ta ke s  re spons ibility for s e curing the  inve s tors ' inte re s t

in the  mobile  home22

34.

24

25

According to the  LW s ite , in the  15% progra m KMHS  colle cts  pa yme nts  for the

inve s tors . In the  21% progra m, the  we bs ite  indica te  inve s tors  se le ct a n "a ccounting se rvice " to

colle ct pa yme nts  for the m but, it a ls o re pre s e nts  tha t the  cos ts  a s s ocia te d with this  s e rvice  is

charged to the  "buyer a t no cost to you26
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35. The  LW s ite  urge s  inve s tors  to  "Conta c t us  toda y a t ke1lyinaz@msn.com. $9

1

2
Contact phone  numbers  a re  provided for a  Tucson and Phoenix office . The  s ite  displays  the  same

3 contact phone number for K. WATERS, as  referenced in the  foregoing paragraphs . The  webs ite

4 promine ntly displa ys  a  photo of a  "mone y tre e ." This  s ite  a lso conta ins  a  photo on e a ch uppe r

5 le ft-hand page  of a  handful of dolla rs .

6 36. The  LW s ite  does  not require  inves tors  provide  any information concerning the ir

7 ne t worth, inve s tme nt e xpe rie nce , or a bility to s us ta in a  los s . The  only re quire d informa tion is

8
the  inve s tor's  d rive r's  lice ns e , the  a mount to  be  inve s te d  a nd  re que s te d  pe rce n t re tu rn ,

9
ins tructions  on whom will ha ndle  a ccounts  re ce iva ble s , whe re  to s e nd pa yme nts , a nd a  socia l

10

11
s e curity numbe r or EIN. The  s ite  s ta te s , "THAT'S  IT....IT'S  EAS Y!"

12
37. None of the  websites described in the  paragraphs above are  password protected.

13 Iv.

14

15

VIOLATION OF A.R.S. §44-1841

(Offer and Sale of Unregistered Securities)

16
38. From on or about Janua ry 14, 2007, RESPONDENTS offe red or sold securitie s  in

17
the  form of investment contracts , within or Hom Arizona .

18
39. The securities referred to above were  not registered pursuant to Articles 6 or 7 of the

19
Securities  Act.

20
40.

21 v.

23

VIOLATION OF A.R.S. §44-1842

(Trans actions  by Unregis tered Dealers  or Sales men)

24
41. RES P ONDENTS  offe re d  or s o ld  s e curitie s  with in  or from Arizona  while  not

25

26

registered as dealers or salesmen pursuant to Article  9 of the Securities Act.

42.

22

7
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1 VI.

2 VIOLATION OF A.R.S. §44-1991

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

4 43.

5

6

7

8

9

1 0

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

RESPONDENTS directly or indirectly: (i) employed a  device, scheme or artifice to defraud; (ii)

made untrue statements of material fact or omitted to state material facts which were necessary in

order to make the statements 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 operate as a fraud or deceit upon offerer and investors. RESPONDENTS' conduct includes,

but is  not limited to, the following:

a) Guaranteeing a fixed return of 15 percent without disclos ing doe risk factors

involved in such an investment.12

13 b) Gua ra nte e ing a  fixe d re turn of 12 pe rce nt without dis clos ing the  ris k fa ctors

involved in such an investment.14

15

16

17

c) Ma inta ining tha t while  they make  no gua rantees , KMHS pays  the  inves tor if the

borrowe r de fa ults , a ll without providing s ufficie nt fina ncia l informa tion on KMHS  to a llow a n

inves tor to eva lua te  whe the r or not KMHS could make  payments  to the  inves tor in the  event of a

18 default.

19 44.

20 VII.

21 TE MP O RARY O RDE R

q4.2 Cease and Desist from Violating the Securities Act

23 THEREFORE, based on the above allegations, and because the Commission has determined

24 that the  public welfare  requires immediate  action,

25

26

8
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1

2

3

4

5

6

RESPONDENTS, their agents, servants, employees, successors, assigns, and those persons in active

concert or pa rticipa tion with them CEASE AND DESIST from any viola tions  of the  Securities  Act.

IT IS  FURTHER ORDERED tha t this  Temporary Order to Cease  and Desis t sha ll remain in

effect for 180 days unless sooner vacated, modified or made permanent by the Commission.

IT IS  FURTHER ORDERED tha t this  Order sha ll be  e ffective  immedia te ly.

"I/ a m .

8 REQUES TED RELIEF

9 The  Divis ion will request dirt the  Commission grant the  following re lie f aga ins t

1 0 RESPONDENTS :

11 Orde r RES P ONDENTS  to  pe rma ne ntly ce a s e  a nd  de s is t from vio la ting  the

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

Order RESPONDENTS to take  a ffirmative  action to correct the  conditions  resulting

from the ir acts , practice s  or transactions , including a  requirement to make  re s titution pursuant to

3. Order RESPONDENTS to pay the  s ta te  of Arizona  adminis tra tive  pena lties  of up to

Order tha t the  marita l community of K.WATERS and D.WATERS be  subj e t to any

orde r of re s titution, re scis s ion, a dminis tra tive  pe na ltie s , or othe r a ppropria te  a ffirma tive  a ction

Order any other relief that the Commission deems appropriate .5.

22 IX.

23 HE ARING  O P P O RTUNITY

24

25 Rule  14-4-307.

26

If any respondent or respondent spouse requests a hearing, the respondent

must also answer this Temporarv Order and Notice. A re que s t for he a ring mus t be  in writing

2.

4.

1.

9
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1

2

3

4

5

6

8

and received by the  Commission within 20 days after service  of this  Temporary Order to Cease  and

Desis t. Ea ch RES P ONDENT mus t de live r or ma il the  re que s t for he a ring to Docke t Control

Arizona  Corpora tion Commiss ion, 1200 We s t Wa shington, P hoe nix, Arizona  85007. A Docke t

Control cove r s he e t mus t a ls o be  file d with the  re que s t for he a ring. A cove r s he e t form a nd

ins tructions  ma y be  obta ine d from Docke t Control a t (602) 542-3477 or on the  Commis s ion's

Inte rne t web s ite  a t http://www.azcc.gov/divis ions/util/forms/

If a  request for hearing is  timely made, the  Commission shall schedule  a  hearing to begin 10

to 30 days from the receipt of the request unless otherwise provided by law, stipulated by the parties

9

10

o r o rd e re d  b y th e  Co m m is s io n . Un le s s  o th e rwis e  o rd e re d  b y th e  Co m m is s io n , th is  Te m p o ra ry

Ord e r  s h a ll re m a in  e ffe c t ive  fro m  th e  d a te  a  h e a r in g  is  re q u e s te d  u n t il a  d e c is io n  is  e n te re d

11

12

13

14

15

16

17

18

19

Afte r a  hea ring, the  Commiss ion may vaca te , modify or make  pe rmanent this  Tempora ry Orde r

with writte n findings  of fa ct a nd conclus ions  of la w. A pe rma ne nt Orde r ma y include  orde ring

restitution, assessing admin strative penalties or other action

If a  reques t for hea ring is  not time ly made , the  Divis ion M11 reques t tha t the  Commiss ion

make  pe rmanent this  Tempora ry Order, Mth written findings  of fact and conclus ions  of law, which

may include ordering restitution, assessing administra tive  penalties or other re lief.

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  forma t, by contacting Linda  Hogan

Exe cutive  As s is ta nt to  the  Exe cutive  Dire ctor, voice  phone  numbe r 602/542-393 l , e -ma il

20 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

accommoda tion2 1

22

ANS WE R  R E Q UIR E ME NT

25

26

P urs ua n t to  A.A.C. R14-4 -305 , if a ny RES P ONDENT or RES P ONDENT S P OUS E

re que s ts  a  he a ring, the  RES P ONDENT or RES P ONDENT S P OUS E mus t de live r or ma il a n

Answe r to this  Te mpora ry Orde r a nd Notice  to Docke t Control, Arizona  Corpora tion Commiss ion

10
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4

Docke t No. S -20539A-07-0425

1 1200 W. Washington, Phoenix, Arizona  85007, within 30 ca lendar days  a fte r the  da te  of se rvice  of

2 this  Te mpora ry Orde r to Ce a s e  a nd De s is t a nd Notice  of Opportunity for He a ring. A Docke t

3 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

4 obta ined from Docke t Control by ca lling (602) 542-3477 or on the  Commiss ion's  Inte rne t web s ite

5 a t http://w'vvw.azcc.gov/divis ions /util/forms/.

6 Additiona lly, the  RES P ONDENT OR RES P ONDENT S P OUS E, mus t s e rve  the  Ans we r

7 upon the  Divis ion. P urs ua nt to A.A.C. R14-4-303, s e rvice  upon the  Divis ion ma y be  ma de  by

8 ma iling or by hand-de live ring a  copy of the  Answer to the  Divis ion a t 1300 Wes t Washington, 3l'd

9 Floor, Phoenix Arizona , addressed to Shoshana  O. Epste in, Enforcement Counse l.

10 The  Ans we r s ha ll conta in a n a dmis s ion or de nia l of e a ch a lle ga tion in this  Te mpora ry

l l Orde r and Notice  and the  origina l s igna ture  of each RESPONDENT, RESPONDENT SPOUSE or

12 the  RES P ONDENT's  a ttorne y. A s ta te me nt of a  la ck of sufficie nt knowle dge  or informa tion sha ll

la be  considered a  denia l of an a llega tion. An a llega tion not denied sha ll be  considered admitted.

14 Whe n a  RES P ONDENT or RES P ONDENT S P OUS E inte nds  in good fa ith to de ny only a

15 pa rt or a  qua lifica tion of a n a lle ga tion, the  RES P ONDENT or RES P ONDENT S P OUS E s ha ll

16 s p e c ify th a t p a rt o r q u a lifica tio n  o f th e  a lle g a tio n  a n d  s h a ll a d mit th e  re ma in d e r. The

17 RES P ONDENT or RES P ONDENT S P OUS E wa ive s  a ny a ffirma tive  de fe ns e  not ra is e d in the

18 answer.

19 The  Adminis tra tive  La w J udge  pre s id ing  ove r the  he a ring  ma y gra nt re lie f from the

20 requirement to file  an Answer for good cause  shown.

21 BY ORDER OF THE ARIZONA CORP ORATION COMMIS S ION, this Z N day of July,

22 2007.

23

2 4
see

2 5

2 6

Dire ctor of S e curiti

11


