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Respondent.

) DOCKET NO. S-03408A-01-0000
)
) NOTICE OF OPPORTUNITY FOR
) HEARING REGARDING PROPOSED
) ORDER To CEASE AND DESIST, FOR
) RESTITUTION, FOR ADMINISTRATIVE
) PENALTIES, FOR REVOCATION, AND
) FOR OTHER AFFIRMATIVE ACTION
)
)
)
)

NOTICE: RESPONDENT HAS 10 DAYS To REQUEST A HEARING

1.

JURISDICTION

1
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4

5

6 In the matter of:

7

8

9

10

1 1

12

13

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

15 ("Commission") al leges that respondent has engaged in acts, practices and transactions that

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

17

18

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

20 Constitution and the Securities Act.

21

22

23 2. Michelle L. Webb, during relevant times described herein, conducted business under the

24 name Webb Financial Group, a.k.a. Michelle Webb Financial Group, a sole proprietorship.

25 Michelle L. Webb and her sole proprietorship will be referred to as "WEBB." WEBB'S last known

26 address is 1511 East Gaffney, New River, Arizona, 85087.

11.

RESPONDENT
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3. WEBB has not been registered with the Commission as a securities salesperson since on

or about June 7, 2000. From on or about December 3, 1999, to June 6, 2000, WEBB was registered

through Legacy Financial Services, Inc. ("LFS"). From on or about March 9, 1999, to November

12, 1999, WEBB was registered through San Clemente Securities, Inc. ("SCS"). From on or about

August 24, 1998, to March 16, 1999, WEBB was registered through Sunset Financial Services, Inc.

("SFS"). From on or about April 7, 1998 to August 24, 1998, WEBB was registered through

SLmAmerica Securities, Inc. ("SAS"). Prior to this, WEBB was registered in Arizona through three

8 other securities dealers.

9 4. From on or about April 1, 1998, to May 31, 1999, WEBB also worked for The Chamber

10

11

12

13

14

15

16

17

18

19

Group, Inc. in Prescott, Arizona. In December 2000, the Division issued a Temporary Order To

Cease And Desist And Notice Of Opportunity For Hearing against The Chamber Group, Inc., and

three of its principals, in Docket No. S-03438A-00-0000. The Temporary Order To Cease And

Desist alleged that The Chamber Group, Inc. and its principals committed securities Baud in the sale

of CD's brokered by SCS, and that they sold unregistered securities in the form of viaticals and

investments in a tax lien program. The Respondents requested a hearing that was held in April and

May of 2001. To date, no Order has been entered in The Chamber Group case.

5. On or about June 1, 1999, WEBB opened her own office in Prescott, Arizona. Initially,

she conducted business under the name of Webb Financial Group. Subsequently, she conducted

business under the name of Michelle Webb Financial Group. On or about June 15, 2000, WEBB

20 closed her office.

21

22

23

6. From on or about April 22, 1996, until on or about April 30, 2001, WEBB held the

following insurance licenses in Arizona: disability, life, and variable contracts. WEBB does not

currently hold any insurance license in Arizona.

24

25

26
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1 111.

2 FACTS

3 A. Brokered Certificates of Deposit

4

5

6

7

7. From on or about July 14, 1998, to November 4, 1999, WEBB offered and sold

brokered Certificates of Deposit ("CD's") within or from Arizona to at least 100 investors.

These CD's were fractionalized meaning that investors purchased a fraction of a jumbo

certificate of deposit issued by a bank. WEBB'S customers invested at least $4,800,000 in these

8 CD's. These CD's were brokered and sold through SCS, formerly a securities dealer located in

9

10

11

California. The National Association of Securities Dealers, Inc. took action against SCS and its

principals regarding material misstatements and omissions involved in the offer and sale of

CD's. These CD's were securities that were neither registered nor exempt from registration in

12 Arizona.

13

14

15

16

17

18

8. WEBB promoted these CD's to investors as being one-year CD's with guaranteed

safety of principal. WEBB failed to disclose to most investors that the maturity date of the CD's

ranged from 15 to 20 years.

9. WEBB asserted to investors that these CD's could be liquidated after being held for at

least one year without loss of principal and without early withdrawal penalties. However,

investors did incur early withdrawal penalties when they liquidated their CD's after holding them

19

20

21

22

23

24

for at least one year.

10. WEBB failed to disclose to investors that the value they would receive upon

liquidation of their CD's depended on the prevailing market interest rate which fluctuates. As a

result of the prevailing interest rate and early withdrawal penalties, investors who liquidated their

CD's typically lost 10% or more of their principal. WEBB also failed to disclose to investors

that SCS created and controlled the secondary market in which SCS' CD's were sold upon

25 liquidation.

26
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11. WEBB failed to disclose to investors whether the ownership of their CD's would be

properly documented on the records of the issuing bank and the clearing firm to ensure FDIC

insurance coverage.

12. WEBB failed to disclose to investors that sales commissions and custodial fees were4

5 deducted "up front" from the investor's principal, thus reducing the amount of principal actually

invested. WEBB also failed to disclose the dollar amount of these sales commissions and6

7 custodial fees.

8 B. Tax Lien Certificates And Real Estate Opportunity Properties

9
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13. From on or about August 26, 1998, to December 7, 1999, WEBB offered and sold

investments in a Tax Lien Certificate program and investments in a Real Estate Opportunity

Properties program within or from Arizona to at least 12 investors. WEBB'S customers invested

at least $500,000 in these two investment programs. These programs were marketed by TLC

America, Inc. ("TLC"), a California corporation. These investment programs were securities

that were neither registered nor exempt from registration in Arizona.

14. TLC was a company that invested in tax lien certificates, tax deeds, and real property

throughout the United States. WEBB and TLC promoted these investment programs as safe, liquid,

fixed-rate investments. WEBB promised investors guaranteed principal and a guaranteed fixed rate

of return typically ranging Hom 10% to 14%. In fact, principal and interest was not guaranteed.

15. On October 5, 2000, the Securities and Exchange Commission obtained a temporary

restraining order and asset Heeze against TLC, entities affiliated with TLC, and some of the

principals of TLC. On that same date, a Temporary Receiver was appointed over the assets of the

company and its affiliates. On November 1, 2000, a preliminary injunction was issued malting

permanent the appointment of the Receiver.

16. TLC and its investment programs were a Ponzi scheme according to Ute opinion of the

Receiver. In addition, some of the money TLC received from investors was not used for the

26
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2

purpose it was invested. Part of investors' money was spent to invest in a prime bank scheme, buy

racehorses, Eadie charitable donations and for other misappropriations.

17. WEBB failed to disclose to investors risks associated wide investments in the Tax Lien3

4

5

6

7

8

9

Certificate and Real Estate Opportunity Properties programs such as the risk that TLC may not

correctly evaluate investment opportunities and the effect of changing economic factors such as

interest rates. WEBB failed to disclose to investors commissions paid to her and commissions and

fees paid to TLC. In addition, WEBB failed to disclose to investors that their money would be

spent on a prime bank scheme, to buy racehorses, for charitable donations, and for other

misappropriations.

10 C. Viatical Contracts

11
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18. From on or about July 9, 1999, to October 14, 1999, WEBB offered and sold viatical

contracts within or from Arizona to at least eight investors. WEBB'S customers invested at least

$230,000 in viatical contracts. These viatical contracts were sold through Trade Partners, Inc.

("TPI"), a Michigan corporation. These viatical contracts were securities which were neither

registered nor exempt from registration in Arizona.

19. WEBB advertised these viatical contracts as safe, high-yield investments with

guaranteed principal and interest. In fact, the return of principal and interest on these viatical

contracts was not guaranteed.

20. WEBB failed to disclose to investors: that they had no access to or opportunity to

review the medical records or insurance policies of victors, that their annualized return could be

21

22

23

significantly reduced if TPI, its affiliate, or independent contractor failed to properly evaluate the

victor's health and insurance policy, and, that the insurer could become insolvent before the

death benefit is paid and the investor could lose all or a portion of his or her investment funds.

24 D. Dishonest Or Unethical Practices In The Securities Industry

25 21. While WEBB was registered with SAS, she sold at least six CD's that were not

26 recorded on the records of SAS .
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22. While WEBB was registered with SFS, she sold at least 35 CD's and at least 10

investments in the Tax Lien Certificate program or the Real Estate Opportunity Properties

program that were not recorded on the records of SFS.

4

5

6

7

8

9
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23. While WEBB was registered with LFS, she sold at least seven CD's and one

investment in the Tax Lien Certificate program that were not recorded on the records of LFS.

24. On or about September 17, 1999, WEBB signed a customer's name to a Tax Lien

Certificate program contract to rollover the customer's initial investment. WEBB claims to have

received authority from the customer to sign the customer's name. Regardless of whether

WEBB had received authority verbally or not, she signed a securities contract for the customer

without first obtaining authority in writing from the customer.

11 IV.

12

13

VIOLATION OF A_R_S_ §44-1841

(Offer or Sale of Unregistered Securities)

14

15

16

17

25. From on or about July 14, 1998, to December 7, 1999,WEBB offered or sold securities

in the form of investment contracts, evidence of indebtedness, and viatical or life settlement

investment contracts, within or from Arizona.

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

18 Securities Act.

19 27. This conduct violates A.R.S. § 44-1841 .

20 v.

21 VIOLATION OF A.R.S. §44-1991

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

23 28. In connection with the offer or sale of securities within or Boy Arizona, WEBB directly

24

25

26

or indirectly: (i) 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 (ii) engaged in transactions, practices or courses of business which

6
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operated or would operate as a fraud or deceit upon offerees and investors. WEBB'S conduct

includes, but is not limited to, the following:

a) With respect to the CD's:

(1) making untrue statements to investors that their principal was guaranteed,

(2) omitting to disclose to most investors the true maturity date,

(3) malting untrue statements to investors that the CD's could be liquidated after one

year without loss of principal and without early withdrawal penalties,

(4) omitting to disclose to investors that the value received upon liquidation depended on

9

10

the prevailing market interest rate, which fluctuates,

(5) omitting to disclose to investors that SCS created and controlled the secondary

11

12

13

market for liquidation of CD's,

(6) omitting to disclose to investors that sales commissions and custodial fees would be

deducted up-front and failing to disclose the dollar amount of these commissions and

14

15

16

17

18

19

20

21

22

fees, and

(7) omitting to disclose to investors whether the ownership of their CD's would be

properly documented to ensure FDIC insurance coverage.

b) With respect to the Tax Lien Certificate program and the Real Estate Opportunity

Properties program :

(1) malting untrue statements to investors that their principal and interest were

guaranteed,

(2) failing to disclose to investors that their money would not be used for the purpose

invested,

23

24

25

26

(3) omitting to disclose to investors the risks associated with investments in these

investment programs, and

(4) omitting to disclose to investors commissions paid to her and commissions and fees

paid to TLC.

7
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c) With respect to Viatical Contracts:

(1) malting untrue statements to investors that their principal and interest were

guaranteed,

(2) omitting to disclose to investors that they would have no access to or 0pp0 ity to

review medical records or insurance policies of victors,

(3) omitting to disclose to investors that their annualized return could be significantly

reduced if TPI, its affiliate, or independent contractor, did not properly evaluate the

victor's health and insurance policy, and

(4) omitting to disclose to investors that the insurer could become insolvent before the

death benefit is paid resulting in the investor losing all or a portion of his or her

11

12

principal.

29. This conduct violates A.R.S. §44-1991.

13 VI.

14

15

REVOCATION PURSUANT To A.R.S. §44-1962

(Denial, Revocation or Suspension of Registration of Salesman)

16

17

18

19

30. WEBB'S conduct is grounds to revoke her registration as a securities salesman with the

Commission pursuant to A.R.S. §44-1962. Specifically, WEBB has:

a) violated Chapter 12 of the Securities Act, pursuant to A.R.S. § 44-1962(A)(2), by

offering and selling unregistered securities within or from Arizona in violation of A.R.S.

20

21

22

23

24

25

§44-1841(A);

b) as described in die prior section, been guilty of fraudulent acts or practices in connection

with the purchase or sale of securities, pursuant to A.R.S. §44-l962(A)(9),

c) engaged in dishonest or Luiethical practices in the securities industry, pursuant to A.R.S.

§ 44-1962(A)(l0), by effecting securities transactions that were not recorded on die

records of the dealer with whom she was registered at the time of the transactions,

26 pursuant to A.A.C. R14-4-130(A)(17), and

8
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d) engaged in dishonest or unethical practices in the securities industry, pursuant to A.R.S.

§ 44-1962(A)(10), by signing a securities contract for a customer without first obtaining

audiority in writing from the customer, pursuant to A.A.C. R14-4-130(A).

4 VII.

5 REQUESTED RELIEF

6

7 1.

The Division requests that the Commission grant the following relief against WEBB :

Order WEBB to permanently cease and desist from violating die Securities Act,

8

9 2.

10

11

pursuant to A.R.S. §44-2032 ,

Order WEBB to take affirmative action to correct the conditions resulting from her

acts, practices or transactions, including a requirement to make restitution pursuant to A.R.S. § 44-

2032;

12 3.

13

14

Order WEBB to pay the state of Arizona administrative penalties of up to five

thousand dollars ($5,000) for each violation of the Securities Act, pursuant to A.R.S. §44-2036,

Order the revocation of WEBB'S registration as a securities salesman pursuant to4.

15

16

A.R.S. §44-1962, and

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

17 VIII.

18 HEARING OPPORTUNITY

19

20

21

22

23

24

25

WEBB may request a hearing pursuant to A.R.S. § 44-1972 and A.A.C. R14-4-306. A

request must be in writing and received by the Commission within 10 business days after service of

this Notice of Opportunity for Hearing. WEBB or her attorney must deliver or mail the request to

Docket Control, Arizona Corporation Commission, 1200 W. Washington, Phoenix, Arizona 85007.

A Docket Control cover sheet must accompany the request. A cover sheet form and instructions

may be obtained &om Docket Control by calling (602) 542-3477 or on the Commission's Internet

web site at www.cc.state.az.us/utility/forms/index.htm.

26
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If a request for a hearing is timely made, the Commission shall schedule the hearing to begin

20 to 60 days from the receipt of the request unless otherwise provided by law, stipulated by die

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

may, without a hearing, enter an order against WEBB granting the relief requested by the Division

in this Notice of Opportunity for Hearing.

Persons with a disability may request a reasonable accommodation such as a sign language

interpreter, as well as request this document in an alternative format, by contacting Shelly M.

Hood, ADA COordinator, voice phone number 602/542-3931, e-mail shood@cc.state.az.us.

Requests should be made as early as possible to allow time to arrange the accommodation.

10

11 Dated this M dayo f 42/4 J 7 2001.

12

13 427 14"
ex
J A'AM¢[;"'

14

42/ \
Mark Sendrow
Director of Securities
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25 N:\ENFORCE\CASES\Webb,Miche11e.tbb\PLEADING\WEBB NOTICE - FINAL.doc
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Memorandum
RECEWEDNEW

2001 DCT -3 p  3 '  2 3
DATE : October 3, 2001

TO: Nancy Cole
Docket Control

AZ coRP c@;~8ml8sl0n
no cur LI 1 UQNTROL

FROM: Anthony Bingham
Securities Division

RE: Michelle L. Webb
Docket No. S-03408A-01-0000
Assigned Staff

CC: Mabel Aldridge

This is to notify you that the following individuals have been assigned to the above-
mentioned case.

8
U
13

Mark Sendrow

LeRoy Johnson

Matthew Neubert

Anthony Bingham

Lisa Busse

(Staff Attorney)

(Staff Investigator)

Note: The Assistant Attorney General assigned to this matter is: Moira McCarthy.

Memorandum to Docket Control Re Individuals to be Copied on Case


