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DOCKET NO. S -20509A-07-0043IN THE MATTER OF:

69941DECISION NO.
P ERRY a nd TERRY P ENNY, hus ba nd a nd wife ,
Gilbe rt, Arizona

P E NNY F INANC IAL,  INC . ,
a  Michiga n Corpora tion,
Gilbe rt, Arizona

P ENNY P ROP ERTIES , INC.,
a  Michiga n Corpora tion,
Gilbe rt,  Arizona

R YM TE C HNO LO G Y HO LDING S ,  L.L.C . ,
a  Michiga n limite d lia bility compa ny,
Birmingha m, Mich iga n

FELIX L. DANIEL, SR. and JANE DOE DANIEL,
husband and wife,
Birmingham, Michigan

Re spondents .
ORDER

Ope n Me e ting
Octobe r 11, 2007
P hoe nix, Arizona

B Y T HE  C O MMIS S IO N:

On  J a n u a ry 2 2 ,  2 0 0 7 ,  th e  S e c u ritie s  Div is io n  ("Div is io n ") o f th e  Arizo n a  C o rp o ra tio n

Commis s ion ("Commis s ion") file d a  Te mpora ry Orde r to  Ce a s e  a nd De s is t ("T.O.") a nd a  Notice  of

Op p o rtu n ity fo r He a rin g  ("No tic e ") a g a in s t P e rry a n d  Te rry P e n n y,  h u s b a n d  a n d  wife ,  P e n n y

Fina ncia l, Inc . ("P FI"), P e nny P rope rtie s , Inc . ("P P I") (colle c tive ly "the  P e nny Re s ponde nts "), RYM

Te c h n o lo g y Ho ld in g s ,  L.L.C . ,  ("R YM") a n d  F e lix  a n d  J a n e  Do e  Da n ie l,  h u s b a n d  a n d  wife ,

(colle ctive ly "Re s ponde nts "), in which the  Divis ion a lle ge d tha t the  Re s ponde nts  committe d multiple
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On Fe brua ry 13, 2007, the  Pe nny, PFI a nd PPI Re sponde nts  file d a  re que s t for he a ring a nd

answer. The  RYM and Danie l Respondents  did not request a  hearing.

On Fe brua ry 20, 2007, by P roce dura l Orde r, a  pre -he a ring confe re nce  wa s  s che dule d on

March 22, 2007.

On March 22, 2007, the  Divis ion appeared through counse l and Mr. and Mrs . Penny appeared

on the ir own beha lf. The  Divis ion reques ted tha t hea ring be  scheduled.

On March 23, 2007, by Procedura l Order, a  hearing was scheduled on May 8, 9, and 10, 2007.

On April 20, 2007, the  Divis ion file d a  Motion to Continue  ("Motion") the  proce e ding until

July 20, 2007, or la te r s ta ting tha t s e ttle me nt discuss ions  we re  be ing he ld with the  P e nny, P FI a nd

PPI Respondents.

On April 23, 2007, by P rocedura l Orde r, the  proceeding was  continued to July 25, 2007, and

the  exchange  of copies  of the  proposed Exhibits  and Witness  Lis ts  de layed until July 2, 2007.

On June  27, 2007, the  Divis ion file d a  Motion to S e t Re s titution a nd Adminis tra tive  P e na lty

Amount ("Motion for Pena lty") aga ins t the  RYM and Danie l Respondents .1

On July 9, 2007, the  Divis ion tile d a  Motion to Exte nd De a dline  for Submitting the  Se curitie s

Divis ion's  Witne s s  a nd Exhibit Lis ts  ("Exte ns ion Motion") pe nding a pprova l of a  propose d Conse nt

Orde r with re spect to the  Penny, PFI and PPI Respondents  which was  to be  cons ide red for approva l

by the  Commiss ion a t its  July 12, 2007 Open Mee ting.

On July 11, 2007, by Procedura l Orde r, the  Divis ion's  Extens ion Motion was  granted.

On J uly 18, 2007, the  Commis s ion is s ue d De cis ion No. 69705 which a pprove d a  Cons e nt

1 The Divis ion's  Memorandum of Points  and authority ("Memorandum") a ttached to its  Motion for Pena lty described the
manner of s ervice made upon the RYM and Daniel Respondents . The Respondents  were served in Michigan by certified

U.S. mail a t their a ttorney's  office pursuant to his  ins tructions .
According to the a ffidavit of the Divis ion's  inves tiga tor a ttached to the Memorandum as  Exhibit A, the T.O. and Notice

were ma iled on J a nua ry 23, 2007 a nd received a t the a ttorney's  office in Michiga n on J a nua ry 29, 2007. The T.O. a nd
Notice directed the RYM and Daniel Respondents  to tile a  reques t for hea ring in 20 days  and to file an Answer within 30
days . Neither a  reques t for a  hearing nor an Answer were filed by the RYM and Daniel Respondents .
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violations of the Arizona Securities Act ("Act") in connection with the offer and sale of securities in

the  form of notes  and/or inves tment contracts . As  a  result of the  T.O., the  Respondents  were

immediately ordered to cease and desist from violating the Act.

'rim Dnnn\7 D121 DPI RVM and Daniel Respondents were duly served copies of the Notice.
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Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

Commission finds, concludes, and orders  tha t:

F INDING S  O F FACT

1. RYM wa s  orga nize d a s  a  Michiga n limite d lia bility compa ny in a pproxima te ly 2003 .

The  Re s ide nt Age nt for RYM is  Fe lix L. Da nie l, S r.

2. RYM was the  issuer of the  securitie s  offe red and sold through its  agents /sa lespersons ,

the  P e nny Re s ponde nts .

3. F e lix L.  Da n ie l,  S r. ,  wh o  re s id e s  in  Mic h ig a n ,  wa s  a t  a ll re le va n t t im e s  a

me mbe r/ma na ge r of RYM. Mr. Da nie l wa s  the  vice  pre s ide nt of s a le s  a nd ma rke ting of RYM, a nd

directed its agents/salespersons, the Penny Respondents.

4. Jane  Doe  Danie l, was  a t a ll re levant times  the  spouse  of Respondent Fe lix L. Danie l,

S r. Ja ne  Doe  Da nie l is  a  fictitious  na me  use d to de scribe  a ny pe rson ma rrie d to Fe lix L. Da nie l, S r.

de te rmining the  lia bility of the  ma rita l community.

5. At a ll re le va nt time s , Mr. Da nie l wa s  a cting for his  own be ne fit, a nd for the  be ne fit of

or in furthe rance  of the  marita l community.

6. RYM a nd the  Da nie l Re sponde nts  a cte d in conce rt to is sue  s e curitie s  in the  form of

note s  a nd/or inve s tme nt contra cts  through its  a ge nts /sa le spe rsons , the  Pe nny Re sponde nts . The

P e nny Re sponde nts  offe re d a nd sold note s  a nd/or inve s tme nt contra cts  within or from the  s ta te  of

Arizona  through the  use  of the  inte rne t to one  inve s tor in Minne sota  for $41,000 which wa s  pa id to

RYM a nd $3,280 in commis s ions  which we re  pa id to the  P e nnys . The  note s  a nd/or inve s tme nt

contra cts  we re  ne ithe r re gis te re d with the  Commis s ion's  S e curitie s  Divis ion nor qua lifie d for a n

e xe mption from re gis tra tion. Ne ithe r RYM nor the  Da nie l Re sponde nts  we re  re gis te re d de a le rs  or

sa lesmen in Arizona .
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1 Orde r with the  Pennis , PFI and PPI.

2 Subsequently, by Procedural Order, a ll hearing dates were  vacated and the  exchange of copies

3 of the  Exhibit and Witness  Lis ts  was  cance lled.

4 * * * * * *
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1 RYM, PFI and PPI had websites ("Penny Websites") that offered the notes and/or

2 investment contracts to the general public on behalf of the Daniel Respondents. According to Terry

3 Penny, the Penny Websites were reviewed and approved by the Daniel Respondents. The Daniel

4 _Respondents also provided some of the content for the Penny Websites explaining an investment

5 program terned the "5 Years to Freedom Program" ("5 Year Program").

6 8. Through the websites, the Daniel Respondents and its agents offered and sold the 5

7 Year Program. The 5 Year Program was a program that allowed investors the opportunity of owning

8 their property "free and clear in only 5 years."

9 9. According to the  Pemiy Websites  and representations to offerer and investors , to

10 become debt free in a short period of time, the investors invest 25 percent to 45 percent of the equity

ll in their homes. The ftmds were then sent to the Penny Respondents in two checks, one cheek is two

12 percent of the mortgage amount payable to the Pennys for their commissions and the second check is

13 payable to RYM for the amount of the investment.

10.

7.

19 The  offe re r a nd inve s tors  we re  give n offe ring docume nts  printe d from the  P e nny

20 Webs ite s  s ta ting dirt the ir funds  would be  inves ted by a  reputable  inves tment Hun, with a  gua ranteed

21 re turn on inves tment. The  offe ring documents  s ta ted tha t the  inves tment ftmds  were  to be  placed "in

22 an account tha t genera tes  la rge  profits" and "the re  is  no involvement with risky inves tments ."

23 12. It wa s  re pre se nte d to offe re r a nd inve s tors  tha t the  inve s tme nts  ma de  by the  Da nie l

24 Re sponde nts  to cove r the  cos ts  of the  5 Ye a r P rogra m we re  inve s te d in a n a ccount tha t ge ne ra te d

14 Once  the re  wa s  a n a gre e me nt to inve s t, the  inve s tors  we re  to re ce ive  inve s tme nt

15 docume nta tion from RYM tha t include d a  "S e lf-a mortizing Conditiona l P a yme nt Note " ("Note ") a nd

16 a  "P rope rty Ma intenance  Te rms  and Conditions  Agreement" ("P rope rty Agreement"). The  Note  was

17 e xe cute d by Mr. Da nie l on be ha lf of RYM, for the  be ne fit of the  inve s tor. The  P rope rty Agre e me nt

18 wa s  be twe e n RYM a s  "Age nt" for the  inve s tor who wa s  the  "Holde n"

11.

25 la rg e  p ro fits  with  limite d  ris ks . Furthe r,  the  o ffe re r a nd  inve s to rs  we re  in fo rme d  tha t the

26 inves tments  tha t were  made  with the ir funds  would be  s imila r to those  in which insurance  companies

27

28
2 The investor can have the equivalent amount of cash or the investors are encouraged to refinance their mortgages to pull
out their equity to make the investment.
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The  Da nie l Re s ponde n ts , th rough  the  P e nny Re s ponde n ts , p rovide d  o ffe ring

documenta tion to offe re r, e ithe r through the  ma ils , te lephonica lly or on the  inte rne t representing tha t

once  the  inve s tme nt wa s  ma de , the  firs t s ix months  of mortga ge  pa yme nts  would be  pa id, the n the

inve s tors  would re ce ive  ha lf of the ir mortga ge  pa yme nts  for the  te rm of the  Note  (four, live  or s ix

yea rs ). Upon ma turity of the  Note , the  inves tors  would rece ive  a  ba lloon payment tha t the  inves tors

could use  to pa y off the ir mortga ge s . Offe re e s  a nd inve s tors  we re  told tha t the  cos t of the  5 Ye a r

P rogra m, plus  inte re s t, is  "lilly gua ra nte e d." In fa ct, the  Da nie l Re s ponde nts  through the  P e nny

Respondents  had represented to a t lea s t one  offe ree  tha t his  program was  gua ranteed and was  low

risk. The  Danie l Respondents , through the  Penny Respondents , offe red seve ra l othe r programs tha t

us e d the  5 Ye a r P rogra m a s  the  ba s is  of the  inve s tme nts  which we re  known a s  the  "Milliona ire

Action P la n" a nd the  "Re a l Es ta te  Inve s tor's  Milliona ire  Action P la n".

15. In conne ction with the  offe r or sa le  of se curitie s  within or from Arizona , RYM a nd the

Da nie l Re sponde nts  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  s ta te me nts  of ma te ria l fa ct or omitte d to s ta te  ma te ria l fa cts  which we re  ne ce ssa ry in

orde r to ma ke  the  s ta te me nts  ma de  not mis le a ding in light of the  circums ta nce s  unde r which the y

were  made , or (iii) engaged in transactions , practices  or courses  of business  which opera ted or would

opera te  a s  a  fraud or dece it upon offe re r and inves tors . The  RYM and Danie l Respondents ' conduct

include s , but is  not limite d to, the  following:

The y fa ile d to dis close  the  risk involve d with the  5 Ye a r P rogra m a nd in fa ct

re pre se nte d the  progra m ha d little  or no risk. In a t le a s t one  circums ta nce  a n

investor did not rece ive  the  required payments  for a t least three  months,

The y mis re pre se nte d to offe re r tha t RYM would inve s t the  inve s tme nt funds

and the  offe re r would rece ive  15 to 20 pe rcent re turn pe r week, and

They misrepresented tha t the  investment program was guaranteed when in fact

69941DECIS ION no.5
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1 invested.

2

3

The  offe re r we re  to ld  tha t the  Da nie l Re s ponde nts  would  double  the  inve s tors '

money within six months by investing in condominium conversions, and if the Daniel Respondents

4 :,",.,+.=f1 ;.~ ha infnnoatinnal mm°l(p1'Q the mcfereesz wmllrl earn a 15 to 20 percent return her week.
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1841 a nd 44-1842.

CONCLUS IONS O F  LAW

l. The  Commis s ion  ha s  juris d iction  ove r th is  ma tte r purs ua nt to  Artic le  XV of the

2. The  inve s tme nt in the  form of note s  a nd/or inve s tme nt contra cts  offe re d a nd sold by

and (26).

3. The  s e curitie s  we re  ne ithe r re gis te re d nor e xe mpt from re gis tra tion, in viola tion of

4. Respondents  RYM and Mr. Danie l sold unregis te red securitie s  within or from Arizona

5. Respondents  RYM and Mr. Danie l acted as  dea le r and/or sa lesman within the  meaning

6. The  a ctions  a nd conduct of Re sponde nts  RYM a nd Mr. Da nie l cons titute  the  sa le  of

7. Re sponde nts  RYM a nd Mr. Da nie l offe re d a nd sold se curitie s  within or from Arizona

8. Re s ponde nts  RYM a nd Mr. Da nie l committe d  fra ud  in  the  s a le  of unre gis te re d

se curitie s  by: (i) e mploying a  de vice , sche me  or a rtifice  to de fra ud; (ii) ma king untrue  s ta te me nts  of

mate ria l fact or omitting to s ta te  mate ria l facts  which were  necessa ry in order to make  the  s ta tements

ma de  not mis le a ding in light of the  circums ta nce s  unde r which the y we re  ma de ; or (iii) e nga ging in

transactions, practices or courses of business which operated or would operate  as a  fraud or deceit.

9. The  ma rita l community of Re s ponde nt J a ne  Doe  Da nie l s hould be  include d in a ny

6 9 9 4 1DECIS ION no.6
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1 the  note  s igned by the  investor and RYM indica ted tha t there  was no guarantee

2 of pe rformance .

3 16. Re sponde nts  RYM a nd Fe lix L. Da nie l, S r. ma de , pa rticipa te d in or induce d the  sa le

4 nnri nnrehase  Rf securitie s  within the  meaning of A.R.S . 6 44-2003(A). The re fore , the  RYM and the
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11. The actions and conduct of Respondents  RYM and Mr. Daniel constitute  multiple

ORDER

IT IS THEREFORE ORDERED that pursuant to the  authority granted to the  Commission

1842 and 44 -1991.

IT IS FURTHER ORDERED that pursuant to the authority granted to the Commission imper

administrative penalty in the amount of Twenty-Five Thousand Dollars ($25,000). Payment shall be

made in full on the date of this Order to the "State of Arizona." Any amount outstanding shall accrue

inte res t a t the  ra te  of 10 pe rcent pe r annum from the  da te  of this  Orde r until pa id in full. The

payment obliga tions  for these  adminis tra tive  pena ltie s  sha ll be  subordina te  to any res titution

obligations ordered herein and shall become immediately due and payable  only after restitution

payments  have  been pa id in iii ll or upon Respondents ' de fault with respect of Respondents '

restitution obligations.

IT IS FURTHER ORDERED that pursuant to the authority granted to the Commission under

shall pay the administrative penalty ordered hereinabove by presenting it to the Arizona Corporation

Commission for deposit in the general Nund for the State of Arizona.

69941DECIS ION no.7
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1 order of res titution and pena lties  ordered here inafte r.

2 10. Respondents  RYM and Mr. Danie l have  viola ted the  Act and should cease  and des is t
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1

1 IT IS  FURTHER ORDERED tha t if Re s ponde nts  RYM Te chnology Holdings , L.L.C. a nd

2 S r. a nd Mrs . J a ne  Doe  Da nie l fa il to  pa y the  a dminis tra tive  pe na lty orde re d

3 here inabove , any outs tanding ba lance  plus  inte res t a t the  maximum lawful amount may be  deemed in

4 default and sha ll be  immedia te ly due  and namable . without further notice .
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Hundre d Eighty Dolla rs  ($44,280). Any a mount outs ta nding s ha ll a ccrue  inte re s t a t the  ra te  of 10

pe rce nt pe r a nnum from the  da te  of this  Orde r until pa id in full. The  re s titution a mount pa id subje ct

to A.A.C. R-I4-308 will be  offs e t by a ny pa yme nts  ma de  to the  inve s tor from a ny prior pa yme nt or

pa yme nts  to the  Commiss ion ma de  by a ny othe r Re sponde nt. P a yme nt sha ll be  ma de  by che ck or

mone y orde r pa ya ble  to the  "S ta te  of Arizona " a nd s ha ll be  pla ce d in a n inte re s t-be a ring a ccount

ma inta ine d a nd controlle d by the  Commis s ion until dis tributions  a re  ma de . Any funds  tha t the

Commission de te rmines  it is  unable  to, or cannot feas ibly, disburse  sha ll be  transfe rred to the  genera l

fund of the  S ta te  of Arizona .

IT IS  FURTHER ORDERED tha t this  De cis ion sha ll be come  e ffe ctive  imme dia te ly.

BY ORDER OF THE ARIZONA CORP ORATION COMMIS S ION.
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IN W ITNE S S  W HE R E O F ,  1 ,  DE AN s .  MILLE R ,  In te rim
Exe cutive  Dire ctor of the  Arizona  Corpora tion Commis s ion,
ha ve  he re unto se t my ha nd a nd ca use d the  officia l s e a l of the
Commiss ion to be  a ffixed a t the  Capitol, in the  City of Phoenix,
this da y of O 6 , + . , 20o7.

» ` 'I

DE s. MIL
INTERIM EXECUTIVE DIRECTOR
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1 IT IS  FURTHER ORDERED tha t pursua nt to the  a uthority gra nte d to the  Commiss ion unde r

3

4 Qe ve mllv he  lia ble  fn na y re s tihltinn to the  Commiss ion in the  a mount of Fortv-Four Thousa nd Two
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