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1 BEFORE THE ARIZONA CORPORATION COMMISSION 2
| COMMISSIONERS =~ Arizona Corporation Commission
3 ' T DOCKETED
e KRISTIN K. MAYES, Chairman :
-4 | GARYPIERCE  ~  MAR 24 2009
: _ PAUL NEWMAN S
5 'SANDRAD.KENNEDY [ poceeteosy |
BOB STUMP GIE O B |
; _ ek ne_
7 || In the matter of - ) DOCKET NO. S-20610A-08-0438
8 || SOUTHERN HOMES, LLC an Arizona ) 8 o
9 11m1ted liability company; R ) D,ECISION NO.' 70894
) o
, CHARLES BRUCE FERGUSON and - ) :
10 { JANE DOE FERGUSON husband and ) 'ORDER TO CEASE AND DESIST, FOR -
|| wife, ) RESTITUTION, AND FOR
1 ) ADMINISTRATIVE PENALTIES AND
i Respondents. ) CONSENT TO SAME BY RESPONDENTS:
13 ) SOUTHERN HOMES, L.L.C.
) and
14 Y aras
ST ) ',CHARLES BRUCE FERGUSON
)
16 Respondents SOUTHERN HOMES, L L. C and LHARLES BRUCE FERGUSON
17 || (“Respondents™) elect to permanently waive any rlght to a hearlng and appeal under Amcles 11
18 |and 12 of the Securities Act of Anzona AR. S § 44-1801 et seq. (“Securities Act”) w1th respect to |
19 thls Order to Cease and De51st for Restltutlon and for Admlmstratlve Penaltles (“Order”)
20 Respondents admit the _]uI'lSdIC'[lon of the Arlzona Corpora‘uon Commission (“Commlssmn ) '
' 21 neither admlt nor deny the Fmdlngs of Fact and Conclus1ons of Law contained in th1s Order, and‘ |
.22 consent to the entry of thls Order by the Comrnlsswn
23 | '
24
25
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L
FINDINGS OF FACT

1. SOUTHERN HOMES LLC is a manager—managed Arrzona llmrted habllrty

| | company with a last known principal place of busrness n Marrcopa County, Anzona f

2. CHARLES BRUCE FERGUSON (“FERGUSON”) a smgle man, is an 1nd1v1dual :

last known to reside in Marlcopa County, Anzona FERGUSON isa member and the sole manager

| of SOUTHERN HOMES

3. SOUTHERN HOMES and FERGUSON may be referred to collectlvely as
“Respondents.” | |

4, From on or about D‘ecember 2005 to June 2008 within or from Arizona,
Respondents offered and sold $1,177,500 of unregistered securities in the form of investment
contracts and limited liability company membership interests while not registered with the
Commission as securities dealers or salesmen.

5. Between December 2005 and February 2006 Respondents offered and sold
$165,000 of limited liability company membershrp interests in SOUTHERN HOMES to seven
Arizona investors (collectively “the Condo Investors”). In exchange for the payment of $50,000 to
SOUTHERN HOMES by one of the Condo Investors, Respondents gave him a certiﬁcate of
ownership of five units of SOUTHERN HOMES. | | |

6. Respondents: represented that the Condo Investors’ money would be used by
Respondents to purchase an apartment building thatrwould be converted by Respondents into’
condominiums to be sold by Respondents for profit that would be distributed to the Condo
Investors. Other than paying Respondents the Condo Investors had no duties to perform or
respon51b111t1es to fulfill in order to receive the1r promised profit. ln fact, pursuant to the operatlng '
agreement of SOUTHERN HOMES they were specrﬁcally not allowed to act on behalf of or manage
in any way SOUTHERN HOMES.

g Decision No. 70894 B
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1 7. Respondents opened escrow toﬂ purChase the apartment building Without sufﬁcient
2 capltal to ﬁnance the purchase extended escrow several tlmes paid addltlonal earnest money. each.‘
3 t1me and eventually forferted the $100 000 earnest money on deposrt w1th the tltle company
"4 | 8. Respondents falled to notlfy the Condo Investors that the escrow was cancelled and
5 d1d not return thelr remalnrng 1nvestment funds | 7 | L ‘
6 | '9. e ~ Even though the Condo Investors were told that therr money would be spent only
" 7k | on the 'apartment-to-condo conversron prolect,» FERGUSON v'spent some,of thelr money on
8 || personal expenses | k Gl o
9 10. Respondents have not prov1ded certarn Condo Investors w1th e1ther therr pnncrpal
10 1nvestment or any of the promlsed profit. : o 8
11 | 11.  Between at least August 2006 and February 2008, Respondents offered and sold
~12 | $397, 500 of 1nvestment contracts to at least 14 1nvestors (collectlvely “the Program Investors”) ?
13 The investment contracts w1th SOUTHERN HOMES had various trtles 1nclud1ng Professronal
14 Serv1ces Agreement Joint’ Venture Agreement etc and they purportedly 1nvolved various
15 programs * with names hke “humanltarlan program ” “SK/IOK pro grarn > and “Invest 10K and get
16 3OK back in 60 days program 7 .
17 1| 12 1 - Respondents represented rates of retum on these 1nvestments rangmg from 250% to
15 {|1000%. e sl 4
19 | | 13. FERGUSON deposrted at least $147 500 of the Program Investors money into his
20 personal bank account and spent some. of it on personal expenses such -as child support Arizona
21 Cardrnals box seats and Jewelry 1nclud1ng a 5+ carat dlamond nng |
k .22 14. Respondents have not provrded certaln Program Investors with e1ther their pr1n01pal
23 1nvestment or any of the promrsed returns. | | : e | o
| '24 15. | - Between February 2008 and June 2008 Respondents sold $615 OOO of investment
5 ¢ontracts to at least three mvestors (collectlvely “the Bank Investors”). FERGUSON represented

DeCisidn No. 7 0894,,, R
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to one of the Bank Investors that his money wouldbe pooled together With that of other inyestore ,
to make up a $300 OOO fee required by a foreign bank to obtam a $10 rnilhon hne of credit :

o 16..  FERGUSON represented to the Bank Investors that their money would be 1nvested 1
ina “bank tradmg platform” and that they Would receive a return on their 1nvestment payable in 14
to 30 days. | |

17. Respondents provided no docurnentation whateoever to one of the Bank Inviestorsh

regarding his "investrnent; Respondents provided at least one of the Bank Investors with a
document entitled “Irrevocable Consultant Agreement andrPayorder” signed by FERGUSON on
behalf of SOUTHERN HOMES. ' | ‘

- 18. Respondents failed to provide the Bank Investors with disclosures about their
investment including, but not limited to, how the investment would generate the promised return,
and whether there were any risks associated with the investment.

19. FERGUSON deposited the Bank Investors” money into his personal bank account

and spent some of it on personal expenses such as child support and the purchase of a BMW.
20.  Over $287,000 of the Bank Investors’ money was used to repay' Program inve'stors. .
- 21.  Respondents have not provided‘ the Bank Investors with either their principal

investment or any of the promised returns.

IL.
CONCLUSIONS OF LAW
1. The Commission has jurisdiction over this matter pursuant to Article XV of the,
Arizona Constitution and the Securities Act. |
2. Respondents offered or sold securities within or from Arizona, Within the meaning

of ARS. §§ 44- 1801(15), 44-1801(21), and 44-1801(26).

3. Respondents violated A.R. S § 44-1841 by offenng or selhng securities that were

neither registered nor exempt from registration

| De‘cision’No.' 70894 |
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4. Respondents v1olated AR S § 44- 1842 by offerrng or selhng secuntres whrle

1
2 nelther regrstered as dealers or salesmen nor exempt from regrstratron | : S
3 . 5.-' , Respondents v1olated ARS § 44 1991 by (a) employlng a devrce scheme or
4 artlﬁce to defraud, (b) makmg untrue staternents or mlsleadmg omissions of matenal facts, and (c)
'k 5 engagmg in transactlons practrces or courses of bus1ness that operate or would operate asa fraud
6 ||lor decert Respondents conduct 1ncludes but is not lrmlted to the followmg
7 a) Falhng to drsclose to the Condo Investors that FERGUSON would use
8 || some of their money to pay his personal expenses
-9 b) Fa111ng to drsclose to the Program investors that some of their money
10 |{would be deposited into FERGUSON S personal bank account and used to pay personal«
11 || expenses such as child support, Arrzona Cardrnals box seats and jewelry including a 5+ carat ,
12 || diamond ring; |
13 c) Failing to disclose to the Bank Investors that at least $600,000 of their
14 || money would be deposited into FERGUSON S personal bank account and used to pay personal
15 || expenses such as child support and the purchase of a BMW and,
16 d) F a111ng to drsclose to the Bank Investors that their money would be used to |
‘ ,17’ repay Program Investors.. | v - ’
& 18 6. Respondents ‘conduct is grounds for a cease and desist order pursuant to A. R S.
19 || § 44-2032. S
20 1. Respondents” conduct is groun.ds for an order of restitution pursuantto ARS.§ 44- :
21 ||2032. S ‘ S k %
22 , k8.’ Respondents’ ‘conductis 7,ground_s for adrninistrative penalties under A.R‘.S.'§ 44-
2 ||2036. | o | |
24
o
2 6k :
5 :
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mL
ORDER
THEREFORE on the basis of the Flndings of Fact, Conclusrons of Law, and Respondents

consent to the entry of this Order attached and 1ncorporated by reference the Commissmn ﬁnds

that the following rehef 18 appropriate, in the public 1nterest, and necessary for the protection of 1

investors: ‘

IT IS ORDERED, pursuant to ARS. § 44- 2032 that Respondents and any of ,i |
Respondents’ agents, employees successors and assigns, permanently cease and de51st from
violating the Securities Act. ; | | , :

IT IS FURTHER ORDERED that Respondents comply'with the attached Consent to Entry
of Order. | | |

IT IS FURTHER ORDERED, pursuant to A.R.S. § 44-2032, that Respondents shall pay
restitution to the Commission in the amount of $1,177,500. Payment shall be made in full on the
date of this Order. Any amount outstanding shall accrue interest at the rate of 10% per annum
from the date of this Order until paid in full. Payment shall be made to the “State of Arizona” to
be placed in an interest-bearing account controlled by the Commission. The Commission shall
disburse the funds on a pro—rata basis to investors shown on the records of the Commission. Any
restitution funds that the Commission cannot disburse because an investor refuses to accept such
payment shall be disbursed on a pro-rata basis to the remaining investors shown on the records of
the Commission. Any funds that the Commission determines it is unable to or cannot feasibly
disburse shall be transferred to the general fund of the state of Arizona.

IT IS FURTHER ORDERED, pursuant to A.R.S. § 44-2036, that Respondents shall pay an
administrative penalty in :ithe amount of $150,000. Payment shall be made in full on the date of
this Order. ,Any amount outstanding shall accrue interest at the r‘ate of 10% per annum from the
date of this Order until paid in ,ifull. Payment shalli be made to the “State of Arizona.”i The
payment obligations for these administrative penalties shall be subordinate to any restitution_i

6
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obl1gatlons ordered herem and shall become 1mmed1ately due and payable only after restltutron ‘

payments have been pa1d in full or upon Respondents default Wrth respect to Respondents il

restitution obhgatrons

For purposes of thrs Order a bankruptcy ﬁhng by any of the Respondents shall be an act of ’, : :

default. If any Respondent does not comply wrth thrs Order any outstandmg balance may be : ‘, ;

deemed in default and shall be 1mmed1ately due and payable
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17 |
18 ||

IT IS FURTHER ORDERED that if any Respondent fails to comply w1th th1s order the

‘Commlssmn may brmg further legal proceedmgs agamst that Respondent 1nclud1ng apphcat1on to

the superlor court for an order of contempt

| Declsion No. 70894 S
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IT IS FURTHER ORDERED that this Order shall become éfféétivc ilﬁmediateiy. ‘
BY ORDER OF THE ARIZONA CORPORATION COMMISSION .

 CHAIRMA&R

< !"LA‘ N\M\'\m (// . Z
COMMISSIONER e kCOMMISSION?/

e
[~

“COMMISSIONE

IN WITNESS WHEREOF, I, MICHAEL P. KEARNS,
Interim Executive Director of the Arizona Corporation
Commission, have hereunto set my hand and caused the
official seal of the Commission to be affixed at the

Capitol, jp the City of Phoenix, this 247% day of
/% Al 2009,

MICHAFEL P. KEAKNS \
INTERIM EXECUTIVE DIRECTOR

DISSENT

DISSENT

This document is available in alternative formats by contacting Shaylin A. Bernal, ADA - |
Coordinator, voice phone number 602-542-3931,’ e-mail sbernal@azcc.gov.

(ASL)

’»‘Decisi’c')n N<y>.‘ 70894 |
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CONSENT TO ENTRY OF ORDER

1. Respondents SOUTHERN HOMES LL. C and CHARLES BRUCE FERGUSON |

r (“Respondents ) admlt the Jurrsdletlon of the Commlss1on over. the subJect ‘matter of thls

: ,proceedmg Respondents acknowledge that they have been fully advrsed of their nght toa heanng g

to present ev1dence and call w1tnesses and Respondents knowmgly and voluntanly walve any and

: all rights to a heanng before the Comrmssron and all other rrghts otherwrse avallable under Artlcle s
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{11 of the Secuntles‘ Act ,and Title 14 of the Arrzona Administrative Code.v Respondents

{| acknowledge that this Order to JCeaseand Desist, for Restitution, and for Administrative Penalties S

(“Order”) constrtutes a vahd final order of the Commlsswn . »
2. Respondents knowmgly and Voluntanly waive any nght under Article 12 of the* :
Securities Act to judicial review by any court by way of su1t appeal or extraordrnary rehef : !
resulting from the entry of th1s Order. ‘ |
3. Respondents acknowledge and agree that this Order is entered into freely and
voluntarily and that no promise was made or coercion used to induce such entry. |
4. Respondents acknowledge that they have been represented by an attorney in. thls
matter, they have revrewed th1s Order w1th therr attorney, Richard L Klauer, and understand alld S
terms it contains. | |
5. Respondents neither admlt nor deny the Fmdmgs of Fact and Conclusrons of Law

contained in this Order Respondents agree that they shall not contest the vahdlty of the Fmdmgs -

| of Fact and Conclusrons of Law contained in th1s Order in any present or future admlmstratrve :

proceedlng before the Commlsswn or any other state agency concermng the denial or issuance of
any license or: reglstratron requrred by the state to engage in the practice of any busmess or"",
professmn. , ‘ 4
6. By consentmg to the entry of thls Order Respondents agree not to take any actron :
or to make or permlt to be made any pubhc statement denymg, drrectly or 1nd1rectly, any Fmdrng, " :
of Fact or Conclus1on of Law in thls Order or creatmg the 1mpressmn that thls Order 1 1s wrthout " ’r

: Decrslon No 70894 T
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factual b’asis. Respondents will undertake steps necessary to assure that all of their agents and
employees understand and comply w1th this agreement

| 7. ~ While thls Order settles this administrative matter between Respondents and the 1

Commlssmn Respondents understand that this Order does not preclude the Commissmn from: |

1nst1tut1ng other admimstratrve or CIVll proceedings based on v1olat10ns 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.  Respondents agree that they 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.  Respondents agree that they will not exercise any control over any entity that offers
or sells securities or provides investment advisory services within or from Arizona at any time in
the future. |

12.  Respondents agree that they will not sell any securities in or from Arizona without
being properly registered in Arizona as a dealer, or salesman, or exempt from such registration;},
Respondents will not sell any securities in or from Arizona unless the securities are registeredin
Arizona or exempt from registration; and, Respondents will not transact business in Arizona asan
investment adviser or an investment adviser repres‘entative unlessproperly licensed in Arizona or
exempt from licensure.

13." Respondents agree that they Will continue to cooperate with the Secunties D1v1s1on'
by, 1nclud1ng but not hmited to, prov1ding complete and accurate testimony at any hearing i in thls ﬂ

: Decision No. 70894 T
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|| matter and cooperatmg wrth the’ state of Arrzona in any related 1nyest1gat1on or any other matters
| ,2‘ arrsmg from the act1v1t1es descnbed in thrs Order s ” rv k
3 : 14 Respondents consent to the entry of th1s Order and agree to be fully bound by 1ts
4 termsy and condltrons 7 e g : “ | | S
5 | 15, Respondents acknowledge and understand that if they fail to comply w1th the
' ‘6 provrslons of the order and thrs consent the Comm1ssron may bnng further legal proceedmgs' .
7 agamst them, mcludmg apphcatlon to the superror court for an order of contempt
t ,’8 | 16. Respondents understand that default shall render them liable to the Commrssmn for
9 ||its costs of collectron and mterest at the maximum legal rate ’
10 17.  Respondents agree “and understand that 1f they fail to make any payment as
» 11 requrred in the Order, any outstandmg balance shall be n default and shall be immediately due and
i 12 || payable without notrce or demand Respondents agree and understand that acceptance of any
13 || partial or late payment by the Commlssron is not a waiver of default by Commission.
14 |
15
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18 CHARLES BRUCE FERGUSON represents that he is a member and the sole

manager of SOUTHERN HOMES L.L.C. and has been authonzed by name of SOUTHERN |

HOMES, L.L.C. to enter into this Order for and-on behalf of 1t

mm

CHARLES BRUCE FER(%SON o
STATE OF ARIZONA : )
County of J1AR I CO/Q/’)
SUBSCRIBED AND SWORN TO BEFORE me this _ ./ ay of 1%6 200?
O OFFICIAL SEAL
RICHARD L, KIAUER | /M\/ %
T eoea coomy = RETARY PUBLIC

Comm, Expires March 18, 2010

My commission expires:

,M@m

SOUTHERN HOMES, L.L.€.

By:  Charles Bruce Ferguson

- Its:  Manager

STATE OF ARIZONA )

) ss
County of /%67/(/60/0/? )
SUBSCRIBED AND SWORN TO BEFORE me thlS day of 6’ /g

OFFICiat SEAL
RICHAR( TAUER
S / NOTARY Dpl iy ——
MAF T : v
My Co 010 T ~ NOTARY PUBLIC
My commission expires: :
12
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