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12. Once the Nouveau Riche students sent their funds to FIVE STAR and COTTRELL,
COTTRELL would notify CHARLEVOIX. CHARLEVOIX would then mail the Charlevoix Notes
to investors. The investors expected a return on investment in the Charlevoix Notes of eighteen
percent (18%) per annum. CHARLEVOIX and ROBERTS received the investors’ funds from FIVE
STAR. The Charlevoix Notes were signed by ROBERTS on behalf of CHARLEVOIX.

13.  FIVE STAR represented to investors that the Charlevoix Notes were to be secured
either by a “2™ Deed of Trust held on behalf of all investors by Five Star Capital Markets” or by a
“lien on lots.” No second deed of trust or lien for the benefit of the investors, either individually or
for the benefit of FIVE STAR, was ever recorded.

14, The Charlevoix Notes offering documents provided to investors stated that the
investments were guaranteed by a “Charlevoix Home Corporate guarantee.” However, there was
no Charlevoix guarantee.

15. From October 2005 through November 2006, Charlevoix Notes were sold to 105
investors who invested $5,616.226.59.

16.  From October 2005 through November 2006, FIVE STAR and PICCOLO were not
registered as securities dealers or salesmen with the Commission.

17. The Charlevoix Notes were not registered with the Commission.

18.  FIVE STAR misrepresented to offerees and investors that the investments in
Charlevoix Notes were guaranteed by a “corporate guarantee” in CHARLEVOIX when, in fact,
there was no guarantee.

II.
CONCLUSIONS OF LAW

1. The Commission has jurisdiction over this matter pursuant to Article XV of the
Arizona Constitution and the Securities Act.

2. FIVE STAR and PICCOLO offered or sold securities within or from Arizona,
within the meaning of A.R.S. §§ 44-1801(15), 44-1801(21), and 44-1801(26).

4
Decision No.




