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Siate House Room 204 e State House Annex
- 25 Capitol St,

Congerd, Mew Hampshire 03301-4983
Tolephone {803) 271-1463
Facsimile (03} 271-7533

Concord, New Hampshire 03301

Brparfment of State
Burenn of Seenrifies Regulrtion

G/17/2003

Suzanne Gorman, Esq.
Senior Assistant AG
33 Capitol Sireat
Concord, NH 03301

Re: Scott Farah and Financial Resources and Assistance of the Lakes Region, Inc.
("FRA")

Dear Suzanne:

This [etter is a follow-up 10 our conversalion on 6/12/2003. Thank you for spending the
time assisting our office. Yesterday, 6/16/2003, the above named Respondents were
notified that negotiations for seitlement of the state's claims would terminate and the
state will proceed to a hearing on 7/8/2003. The inveslors were also notified by fetter of
the samc date that there will be a hearing to determine the outcome of the alloged
violations of unregistered and unliccnsed securities transactions and that we represent the
state and not the investors. T will wait1o hear from you regarding the issue of securing
asscts for the benefit of the investors. Our hearing date remains 7/8/2003.
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mdividual pamied abave, I the reader nf this mesghae i€ not the intesdad regigent, or the smiployce or agent respensible for dehvening
the pressaeg 10 the mivided reciprent, you are hereby nohfied that say Gissemination, diviribugion, of copying, of the FAX or the
infarmatien coniuined heren by stricely prohibied. ¥ you have reeeived this FAN Jn oo, please nouly s immedelely by ielzphone
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Tarvn Johnson

Hepartment of State
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Rer o Scott Faraly and Financial Resources und Assistunce
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1 the Uniform Securities Act RSA 421-B (the

minvestization of the ubove-refcrenced
Aath the Act. Bused upon

results of ouy
wonvesiment in the Company sold to you was

y und ts principal, Scoit Farah, have been
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dacondinonal agreement regarding these

sare not authorized to hring a civil uction

“obmdividual investors, Therefore. you may
zany claim you may have. We represent the
nt you or provide you with legal or financial
aavice, nor act as your personal altomey or represenlative,

Compuny far you o zither confinm or rescind your investment with the Company. If 5o,
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dote.
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eceive further informaton from the Company regarding such offer at a later



If you have any questions, pleass call me,
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raff Attomey



- The State of Nefo Hampshire

laiting Address Location
Stale House Soom 204
Concord, New Hampshie 03301-46E3
Telephons [803) 271-1463
Facsimile {(802) 271-7933

State House Annex
25 Capitof 51
Cencord, New Hampshire 03301
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Fanury 23, 20048
Turvn Tohnson

Re: %uw Forah and Financiad Resources und Assistance
of the Lukes Region, Ine. (the "Compuny™'

Prear s, Johnson:
The Bureaw of Secarities Regulution (the “Bureau™), Depurtment of State. State of Now
Han P\hliL poresponsible for admimistering the Uniferm Securities Act RSA 421-B (he
TACUTE The Buecau hus been condu Im;_ it bovestizition ol the above-relerenced
Company with respect o its complionce with the Act. Based upon the results of our
investization. the Bureat belicves that your tnvestment in the Company sold to you wus
done m viola mn of the Act. The Company and s principal, Seott Furah, have been
cooperabing with the Burcau and have provided vour name und address w the Burenu,
The Bureaw wid the Compiny have reached o conditional agreement regurding these

atleged violations,
regulator, we are not authonzed 10 bring o oivil action 1o

ton bzhall of individual investors, Therefore, you muy
cearding any claim you muy have. We represent the

B advised that in our role as
ubiin recovery of an investme
wish to consult o privare attorney s
slate in this matter. and can neither represent you or provide you with tegal or finuncial
dadvice. nor act as vour personal attormey or representutive

Qur settiement negotiations with the Company may lead to a formed offer by the

Company for you to either confirm or reseind your investment with the Co: mmhv. If so,
youwill receive further information from the Company regarding such offer at a late

#

dute,

TODD Access: Relay NH 1-800-735-2984
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STATE OF NEW HAMPSHIRE
BUREAU OF SECURITIES REGULATION

DEPARTMENT OF STATE

ORDER TO SHOW CAUSE

IN THE MATTER OF:
ORDER TO CEASE AND DESIST

)
Scott D, Farah, )
Financial Resources and Assistance )
Of the Lakes Region, Inc. J INV02-007
and T. Gary Coyne }
)
)

RESPONDENTS
NOTICE OF ORDER

This Order commences an adjudicative procesding under the provisions of RSA 421-
} P

B.26-a.
LEGAL AUTHORITY AND JURISDICTION

Pursuant to RSA 421-8:23, the Secratary of State has tha authority fo isste and cause
to be served an order requiring any person appearing to him to be engaged or about {o be
engaged in any act or practice constituting a violation of RSA 421-B or any rule or order
thereunder, to cease and desist from violations of RSA 421-B.

Pursuant to RSA 421-B:24, |, any person who willfully violates a cease and desist

order issued pursuant to RSA 421-B:23 shall be guilty of a class B felony.

Pursuant to RSA 421-B:286, the Secretary of State has the authority to suspend, revoke

or deny any registration or license and to impose administrative penalties of up to $2,500.00

for each violation of New Hampshire securities law and rules.

Pursuant to RSA 421-B:26, V, after notice and hearing, the Secratary of Stats may

enter an order of rascigsion, restitution or disgorgement o any person who has violated RSA

421-B.



Order In the Mamier of Finansial Resources and Assistanes of the Lakes Region, inc.., Page 2
Pursuant to RSA 421-8:22, 1l the Secretary of State may require the production of any
bocks, papers, correspondence, memoranda, agreemsants or othar documents or records

which the Secretary of State deems relavant or material ic an inguiry,

NOTICE OF RIGHT TO REQUEST A HEARING

The above namead respondants have the right to raquest g hear%né on this order to
cease and desist and order to show cause, as wall as the right to be represanted by counsel,
Any such request for @ hearing shall be in writing, shall be signed by the respondents, or by
the duly authorized agant of the above named respondents, and shall be delivered either Ly
hand or certified mall, return receipt requested, to the Bursau of Securities Regulation,
Depariment of State, 25 Capitol Strest, Concord, New Hampshire 03301,

Under the provisions of RSA 421-B:23, |, if respondents fail io request a nearmg on the
cease and desist order within 30 calendar days of receipt of this order, respondents shalf be

deemed in default, and this order to cessa and desist shall, on the thirty-first day, become

permanent,

Upen reguest for a hearing being received by the Bureau of Securities Reguiaticn, in
the manner and form indicated above, a hearing shall be held not later than 10 days after such
requestis received by the Bureau, after which hearing, and within 20 days of the date of the
nearing, the Secretary of State, or such other person authorized by statute, shall issug a
further order vacating or modifying this order, or making it permanant, aé the circumstances
require,

STATEMENT OF ALLEGATIONS

The allegations contained in the Staff Petition for Relief dated Novembar 5, 2001 (a

copy of which is atitached hereto) are incorporated by raference herato.



Crder In the Matter af Financial Rescurces and Assisiance o the Lakes Region, inc.. Page 3

ORDER
WHEREAS, finding it necessary and appropriate and in the public intsrest, and for the
protection of investers and consistent with the intant and purposes of the New Hampshirs
securities laws, and
WHEREAS, finding that the ailegations contained in the Staff Petition, if proved frue and
correct, form the legal basis of the relisf requested,
It is hereby ORDERED, that;
1. The Respondents are hersby crdered to immediately cease and desist from
the above indicated acts and frc;m in any other way violating RSA 421-B;
2. The Respondents are hereby ordered to produce within ten (10) days the
requested information as specified in the Staff Patition and letters of the
Bursau dated April 19, 2001, May 8, 2001 and May 10, 2001, copias
attached.
3. The Respondenis are hereby ordered to show cause why the administrative
redfiet, including the penalties, requested in the Staff Petition should not be
Impesed; and
4. Failure to request a hearing within 30 days of the date of receipt of this Order
shail result in a default judgment being rendered and administrative penzliies
being imposed upen the defaulting Respondents.
SIGNED,
WILLIAM M. GARDNER

SECRETARY OF STATE
BY HIS DESIGNEE:

Dated: /s /&g &
ROBERT P. AMBROSE

DEPUTY SECRETARY OF STATE




STATE OF NEW HAMPSHIRE
BUREAU OF SECURITIES REGULATION
DEPARTMENT OF STATE
CONCORD, NEW HAMPSHIRE

)

)

STAFF PETITION FOR RELIEF )

INTHE MATTER OF: )

)

Scott D. Farah, ]

Financial Resources and Assistance )
of the Lakes Region, Inc., ) No INV00-007

aod T. Gary Coyae )

)

Respondents )

)

L.

STATEMENT OF FACTS

The Bureau of Secunities Regulation, Department of State, State of New
Hampshire (hereinafier referred to as “the Bureaw™), hereby petitions the Director, and

makes the following statements of fact:

E\)

Financial Resources and Assistance of the Lakes Region, In¢. (hereinafier
"FRA"}, is a business enlity with 2 principal office located at 15 Northview
Drive, PO Box 1158, Meredith, New Hampshire 03235, FRA was
incorporated in the State of New Hampshire on or about 3/1%/85. Scort D,
Farah (hereinafier "Farah"), is the President and sole owner of FRA. FRA is
a licensed New Hampshire mortgage broker and small loan lender engaged
in the business of consumer and mortgage lending. T. Gary Covne
(heremafier "Coyne"), is the sole proprietor of Coyne Associates located at
60 Pleasant Swreet, PO Box 568, Meredith, New Hampshire 03235, Covyne,
15 also engaged in the business of consumer and mortgage lending, and
during all imes materizl 1o this petition, his principal office was locatzd at
the address of FRA, znd he used the letter head and office equipmen: of
FRA. During all times material to this petition, Coyne acted with the
apparent and or actual authority of Farah and FRA,

On or zbout January 1996, investor #1, of Pompano Beach, Florida, was
introduced © Coyne through a friend. Through a series of phone
conversations with Coyne, investor #1 agread to invest in a series of
promissory noies dated 2/26/96, 2/25/96, and 3/19/06. Investor £1 was lead
10 believe by Coyne, that he was working with FRA, The 2/26/96 note was
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issued by Coyne from his office location ar FRA in the amount of 520,000,
and investor #1 made a check out to FRA in the amount of $20,000 for this
note. The nots has no matunty date and promises 1o pay investor #1 $3500.00
per month while the note was outstanding. $500.00 payments were made by
Coyne for eleven months and then the payments stopped. Coyne paid back
the principal of $20,000 in December of 1997. The $20,000 pnincipal was
due and payzble on demand. The 2/29/96 note was issued by Coyne for
560,000 from his office at the FRA locanion, and investor #] made a check
out for 330,000 tc FRA for this note which promises to pay invesior £1
$10,000 in interest plus the principal and was to mature on 6/29/96. The
3/19/96 note was issued by Farah and FRA from the FRA Meredith office
location to investor #1 m the amount of 822,500, and investor #i wire
transterred $20,000 for this note to FRA. The note was to mature on
5/19/96, Investor #1 was paid $23,000 on this note on or abour 10/25/96.

Investor #1 was induced by Coyne to invest in the three promissory notes
listed in paragraph 2 through statements by Covne that the money would be
invested in mortgages. [n actuality, the money for the 2/25/96 and 3/19/95
notes was placed in the general operating account of FRA and commingled
with the funds of FRA for general operating expenses, Neither Coyne,
Farah, or any representative of FRA informed investor #1 of this material

information,

FRA and Farah issued additional promissory notes as follows: On or about
375/99, investor #2 was 1gsued a note for 33,000, On or about 7/2/99,
investor #3 was 1ssued a note for $10,000. On or about 7/2/9%, investor #4
was 1ssued a note for $15,042.61. On or about 8/31/99, investor #3 was
issued a nete for $10,000. On or about 2/1/00, investor #6 was (ssued a note
for $29,000. On or about 2/24/00, investor #7 was issued a note for $8,000.
On or about 2/4/00, investor #8 was 1ssued a note for $15,000. On or about
3/7/00, investor #9 was izsued a note for $25,000. On or about 4/17/00,
investor #10 was 1ssued a note for $7,000. On or about 6/3/00, investor #11
was 1ssued a note for $30,000. On or about 6/26/00, investor #17 wag jssued
a note for $10,000. On or gbout 6/26/G0, investor #13 was 1ssued a note for
57,000, On or about 7/18/00, investor #14 was 1ssued a note for $11,000. On
or about §/15/00, investor #8 was issued a note for $5,000. On or about
10/11/00, invesior #15 was issued a note for $11,310.41. On or about
10/18/00, investor #16 was issued a note for $179,000. On or about 12/1/00,
investor #8 was issued a note for $20,000, and on or about 1/11/0], investor
#17 was 1ssued a note for $60,000. These notes have a term of repayment
ranging from 10 days to indefinite, and arange of effective interest rate

from 0% to 119%.

During the investigation into the promissory notes listed in this petition, the
Bureau, by letters dated 4/19/01, 5/8/01, and 5/10/01, requested additional
relevant and material information from Coyne, Farah, and FRA. (The letters
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are attached to this pettion). The 5/8/01 letter to Coyne was sent certified
mail and received by Coyne on 5/10/01, The 5/10/01 letter to Farah and
FRA was sent certified mail and recsived by Farah and FRA on or about
5/14/01. No information was received by the Bureau from Coyne, Farah, or
FRA, as aresult of those letters,

Based on Bureau records, at the time of the issuance of the promissory notes
listed in paragraph 4 of the Statement of Facts, Farah and FRA, did not have
license or authonty w do so by the State of New Hampshire, and the
promissory notes were not registersd, exempt from registration, or a federal
covered security as defined by RSA 421-B.

STATEMENTS OF LAW

The Bursau hereby petitions the Director and makes the following statements of
law under the New Hampshire Revised Statutes Annotated, RSA 421-B, and regulations

thereunder (hereinafter referred to as the Act):

9]

Coyne, Farah, and FRA, are each a “Person” within the meaning of RSA
421-B:2,

The promissory notes are "securities” within the meaning of RSA 421-
B2

The distribution of the securities listed above constitute “sales” within the
meaning of RSA 421-B:2.

Farah, and FRA, is an "issuer-dealer" within the meaning of RSA 421-B:2.

Pursuant to RSA 421-B:3I, it is unlawful for any person, in connection
with the offer, sale, or purchase of any security, directly or indirectly: To
make any untrue statement of a material fact or to omit o state a material
fact necessary in order te make the statements made, in the light of the
circumslances under which they are made, not misleading. Coyne violated
this section by indicating to investor #1 that the money far the 2/26/96 and
3/19/96 promissory notes listed above would be invesied in morteages and
by omitting the actual fact that the money would be deposited in the sole
bank account of FRA which was used for the general business operations
of FRA. Farah and FRA viclated this section by failing to inform investor

#1 of this matenal fact.

Pursuant to RSA 421-B:8I1, the Secretary of State may require at any
reasonabie time and in any reasonable manner from any person or
company subject to the chapter, statemnents, reports, including reports
audited by independent public accountants, answers 1o questionnaires and



other information, and evidencs thereof, in whatever form he designatss,
and at such reasonable intervals as he may choose. Coyne, Farah, and
FRA, are in violation of this section for not producing the reguested
informatiorn.

Pursuant to RSA 421-B:22 I(f), the Secretary of State may reguire an
1ssuer 1o report to him all fransactions as they pertain lo any security. Such
reports shall be made within 10 days after the demand, Coyne, Farah, and
FRA, are in viclation of this section for not producing the requestad
informarion.

Pursuant to RSA 421-B:22,II, for the purpose of any investigation, hearing
or proceeding under RSA 421-B, the secretary of state or any officer
designated by him may subpoena witnesses, compel! their attendance, take
evidence and require the production of any books, papers, correspondence,
rmemoranda, agresments, ot other docurnents or records which the
secretary of state deems televant or material to the inguiry. Coyne, Farah,
and FRA, are in viclation of this section for not producing the requested

information.

Pursuant to RSA 421-B:11, L, it is unlawful for any person to offer or szl
any security in this state unless it is registered under RSA 421-B, exempt
under RSA 421-B:17, or a federal covered securnity for which the fee has
been paid and notice has been filed as required by RSA 421-B:11,I-a.
Farah, and FRA, are in violation of this section for distributing securities
in New Hampshire that were not registered, exempl from registration, or
federal covered securities,

Pursuant to RSA 421-B:6,1, it is unlawful for any person to transact
business in this state as a issuer-dealer unless such person is licensed
under RSA 421-B or exempt fTom licensing. Farah, and FRA, isin
violation of this section for trapsacting business in securities in New
Hampshire as an unlicensed issuer-dealer.

Pursuant to RSA 421-B:17,V, and RSA 421-B:11,I-b({a) and (¢}, the
burden of proving an exemption, preemption, or an exception from a
definition Is upon the person claiming it.

Pursuant to RSA 421-B:23, whenever it appears 10 the secretary of state
that any person has engaged or is about to engage in any act or practice
constituting a violation of this chapter or any rule under this chapter, he
shall have the power {o issue and cause to be served upon such person an
order requiring the person to cease and desist from violations of this
chapter. Coyne, Farah, and FRA, are subject to this section for violations
cf RSA421-B:3,421-B:6,421-B:8, 421-B:11, and 421-B:22.
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Pursuant to RSA 421-13:26,IT1, any person who, either knowingly or
negligently, vioiates any provisions of this chapter may, upon hearing, 2nd
in zddition to any other penalty provided for by law, be subject to such
suspension, revocation of denial of any registration or license, or an
administrative fine not to exceed $2,500, ot both. Each of the acts
speciiled shall constitute a separate violation. Coyne s subject 10 a
suspension, revecation, or denial, and a fine for violations of RSA 421-
B:3,421-B:8, and 421-B:22. Farzh and FRA are subject t a suspension,

evocation, or denial, and a fine for viclations of RSA 421-B:3, 421-B:6,
421-B3:8,421-B:11, and 421-B:22.

Pursuant to RSA 421-B:26I1I-a, every person who directly or indirectly
controls a person habie under paragraph 111, every principal executive
officer, or director of such person, may, upen hearing, and in addition to
any other penalty provided by law, be subject to such suspension,
revocation, or denial of any registration or license, or administrative fine
not to exceed $2,500, or both. Each of the acts specified shall constirute a
separate violation, and such administrative action or fine may be imposed
in addition to any criminal penalties imposed pursuant to RSA 421-RB:24
or civil liabilities imposed pursuant to RSA 421-B:25, Farah and FRA are

subject to this section,

Pursuant to RSA 421-B:26,V, after notice and hearing, the Secretary of

State may enter an order of rescission, restitution, or disgorgement
directed to a person who has violated RSA 421-B. Coyne, Farah, and FRA
are subject to his section for violations of RSA 421-B.

RELIEF REQUESTED

oI The Bureau makes the following requests for relief in the above-referenced matter

as permitted under the Act.

L]

(O]

g

Find as fact the statements contained in section I of the Statements of Fact.
Make conclusions of [aw relative to the statements contained in section If
of the Statements of Law.

Pursuant to RSA 421-B:23, issue an order to cease and desist against
Coyne, Farah, and FRA, for violations under the Act pursuant 1o RSA

421-B:23.

Assess administrative fines and penalties of $2,500 per viclaticn against
Coyne totaling 35,000, and against Farah and FRA of $2,500 per violaton
totaling $93,000, for the above-referenced violations under the Act.



Order the Respondeants to produce the following information: The

3.
promissory netes listed in the 4/19/01 letter to Coyne, and items #1 {years
2000 and 2001 only), %2, and #3 listed in the 4/19/01 letier to Farah and
FRA.

6. [ssue an order denying, suspending, and revoking, any license and
egistration privileges of the Respondents pursuant to RSA 421-B:24.111
and 421-B:26.111-a.

7. Take any other just and equitable relief as permitted under the Act

s

including but imited 1o rescission, restitution, or disgorgement.

RIGHT TO AMEND

The Bureau's staff reserves the nght to amend this Petition for Relief and
requests that the Director of Secunities Regulation take further enforcement action.

/

/!/J"/‘f{

Date




The State of Netw Hampshire

Mailing Aocress
State Housz Foom 204
g, New Hamgpgsnire 03301-488¢
zlzphone (B03) 27711483

=
ns

razsimiie (803) 273-7822

11

Re: Financial Resources and Assisance ("FRA™

Dear Aty Hall:

Thank vou for opening the files 10 our review on 41701, We obiained copies or

promissory notes going back two vears 1o 1999, Pursuant to RSA 421-8:3 and 421.58:22

piease provide copies of the following additional irems:
L. A copy of FRA's check book ledeer, checking account ledoer, and ¢
ng back to /1,56

sTaremenis goi

A copy of a commument leter dared 1:29/96 from [nvasr Inc. signed by John Lane.
(Mr. Covne savs vou have a copy of this letter. )

!‘-J

3. Mr. Farah indicated on 4 17:01 that he issued stock as cotlateral o

issued ro MeCauley and Purens. Provide a copy of anv stock lede
and any evidence thar this stock was tssued as collareral, Mr. Farzh's financial
siatements indicate that there Is outsianding common and pretarrad stock, A
all the shares outstanding or issued and redeemed since 1/ 1/96.

Pleass provide this infarmatcn within i2n davs of this laner,

Thank vou.

TBD Access: Reiay NH 1-800-735-2964
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Dear Mr. Covne:

Rzfzrence 18 made to mv raquest fur informanoen dated 4192001 and [ enciose 2 copy
tor vour review. | fief [have given vou sutficient opporTunify 1o Curm:i“ \wd tha

g\u_:re that it'] am forced 1o 1ssue 3 subnoena for said records. o

would be entded o r cm-er the cosis associated with any
ther, fmfure to comply in is2if would be considersd a

B:22. 1ty and or 421-B:2 1 You have ren davs trom the date of

TDD Access: Raelay NH 1-B00-735-2%84
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Mailing Accrass
State House Foom 204
Concord, New Hamopshire §3301-4GR8
Teigpnone (603} 271-1463

503 1-7933

Facsimiie (803) 27

5 10:2001

Sen
Financiel Resource and Assistance of the Lakes Rezion. Inc
;

i}
Northview Drmve

Refersnce 1s made to my request for information dared 419200
for vour review, Also. since

request o vou directly,
request. You should be aware that if [ am forced o issue a subpoena for said rec

i

successtul at hearing,
part of this investigation. and further. faiture o comply would in |

violation of RSA 421.B: 22 I{fyand or 421
this letter wo respond.

TDD Access: Belay NH 1-800-735-2984

gt

i@
4
=23

2

4. Na

Lozanan

House Arnex

Caoitet St
w Hamgosnirs

I, and [ enclose 2 copy
[know do not know who represents vou. [ wn sending this
[ feel [have given you sutficient opportunity o complv with thart

rds. 1f

the stare would be entitled o recover the costs associazad with anv
mselt’ be considerad o
-B:3.I11 You have ten davs from the dare of

i
g3z

1



Maiing Address
State House Room 204

Concord, New Hamoshire 0330

Telzpnone {B03) 271-148
Fzcogimile {603) 271-783

Re: Reouest for records

1

Dear vr. Covne:

Asa follow-up o my examinanon of vour records on 4/ 13701, please provide a copv of

the (ollowing promissory notes we locared in vour file:

~Note trom Covne to Rollock dated 3718
N

L.
42, Naote trom Covne o Rollock daed or §
750 Nete from Covne o Purens dated 178/96 for S11.000.
740 Newe from Coyne 10 Delanev dated 6:307/86 for $6.000
¢ 3. Note from Coyne 10 Delaney dated 8/30/56 for $6.000.
76, Wote from Covne 1o Delanev dated 4/30/56 for 56,000
/7. Note from Covne 10 Rolloci dated 429,97 for 32,200
“3. Note trom Coyne o Leonard dated 7723757 for S10.000
/9. Nore from Covne 10 Devine dated 1271393 for $22.000.
0. Note from Covne 10 Rolock dared 7/14/9% for S4.500.
E boNote from Coyne to Sojcher daied /28,97 for $2.300.
RSA 421-8:22 and 421 -B:8 awhorizes the Secretary of State 10 investgate violations of
RSA421-B.and o obuin copies of vour records, Please providez this imformancn Wwithin
10 davs ot this lener

Jetirey Spiil
Starff Aomey
CeFile

TDD Access: Rejay NH 1-300-735-2564
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STATE OF NEW HAMPSh1w,
BUREAU OF SECURITIES REGULATION
DEPARTMENT OF STATE

IN THE MATTER OF:
HEARING ORDER

)

)
SCOTT D. FARAH |
FINANCIAL RESOURCES & )} INV00-007
ASSISTANCE OF THE LAKES )
REGION, INC., AND ]
T. GARY COYNE )

WHEREAS, an Order to Cease and Desist and Order to Show Cause in the above
entitled matter was issued on Noverber 8, 2001, and

WHEREAS, a hearing in this matter was scheduled for September 10, 2002, and

WHEREAS, any requsst for continuance of the hearing shall comply with the
provisicns of RSA 421-B:26-a, X and X, and

WHEREAS, Respondent T. Gary Coyne, through motion dated September 9, 2002
requested said hearing be continuea to October 8, 2002, having obtained tha assant of al}
parties to this action for such centinuance, and

WHEREAS, on September 13, 2002 the Bureau of Securities Regulation filed an

amendment {o its Staff Petition dated November 5, 2001, and

rah, Financial Resources

m

WHEREAS, on September 27, 2002 Respendent Scott D. F
Assistance of the Lakes Region, inc. moved for joinder of the Bureau's Staff Patition of

2
L

November 5, 2001 and amended Pelition of Septamber 13, 2002, and requests said hearing



WHEREAS, Respondent Scott D, Farah, Financial Rssources 2 A ssistancs of the

Lakas Regicn, Inc. obizinad the assent of all parties o this action for such joindsr and

continuance,

THEREFORE, itig nerehy ORDERED that

1. Forihe purposes of this pariicular requast for continuance only, the exigent

circumsiances reguirament of KEA 421.5:26-a shall be dsemed o have been met,

2. The Bursau of Szcuritiss Kegulation Staff Petition of November 5, 2001 and

Amended Petition of September 13, 2002 are hereby joined for hearing,

3. A hearing on the above-entitled matter shail be held at 10:00 a..1. on Tuesday,

October 22, 2002 at the offices of the Bureau of Securities Regulation, Third Ficor,

State House Annsx, Concord, New Hampshire 03301,

SIGNED,

WILLIAM M. GARDNER
SECRETARY OF STATE
BY HIS DESIGNEE:

Datad;
BARRY J. GLENNON
HEARINGS OFEICER



STATE OF NEW HAMPSHINE
BUREAU OF SECURITIES REGULATION
DEPARTMENT OF STATE
CONCORD, NEW HAMPSHIRE

STAFF PETITION TO AMEND
STAFF PETITION FOR RELIEF
INTHE MATTER OF:

Scott D. Farah,

Financial Resources and Assistance
of the Lakes Region, Inc.,

and T. Gary Coyne

Respondents

NoINV.0C-007

Rl S

L

STATEMENT OF FACTS

The Bursau of Secunities Regulation, Depariment of State, Stace of New

Humpshire (hereinafler referred 1o as “the Bureau™), hereby petitions to amend the Staff

Petition For Relief dated 11/3/2001, by making the following additional statements of

fact:

3]

(D]

Financiai Resources and Assistance of the Lakes Region, Inc. (hereinafier
"FRA"), is a business eniity with a principal office located at 15 Northview Drive,
PO Box 1138, Meredith, New Hampshire 03235, FRA was incorporated In the
State of New Hamnpshire on or about 5/18/89. Scott D. Farah (hercinafier
“Farah"), is the President and sole owner of FRA. FRA is a licensed New
Hampshire mortgage broker and small loan lender engaged in the business of
consumer and mortgage lending.

On 11/13/20071 a Staff Pettion For Reliefl
Burzau alleging violations of RSA 421-B:
RSA 421-B:22. Pursuant to said petition a Cease and Desist Order was exscuted
on 11/8/2001, which ordered the Respondents to cease and desist, produce
information, and to show cause why relief and penalties shouid not be imposed,
Following said Order 10 Cease and Desist, Respondents, Farah and FRA produced
information which contains evidence of additional violations of RSA 421-B in the

was filed with the Director of the
3,421-B:6,421-B:8, 421-8:11, and

1ssuance of preferred stock of FRA.

FRA and Farah issued shares of preferred stock of FRA as follows: On or about
5/96, investor #18 was issued 10 shares. On or about 5/96, invesior £18 was



55u ed 50 shares. On or about 7/96, investor #19 was fssued 113 shares. Cn or

bout 7/96, investor #18 was issued 80 shares. On or about 9/96, investor 220 was
155“=d _aO shares. On or ebout 12/96, investor #19 was issued § shares. On or
about /87, Investor #16 was issucd 68 sha:s On ot about 4/99, investor #21 was
1ssued 3 shares. On or 2bout 3/00, invesior #9 was issued 25 shares, On or about
7700, investor #22 was issued 39 shares, Onoor about 7/00, investor #23 was

suad 4 shares. On or 2bout 7/00, investor #24 was issued 19 shares. On or about
8/C0, investor wll was issued 40 shares. On or about 10/00, investor #16 was

issued 86 shares. These shares have a uvad“nd rate of 129,

._.

o

i3

FRA and Farah issued additienal preferred stock as feilows: On or abour 1/02,

A

=
investor #235 was issued 34 shares and investor #26 was issusd 34 shares. FRA
and Farah redeemed 5 shares of preferred stock on or about 2/02 from invesicr
#21,

5. Based on Bureau records, at the time of the issuance of the preferred shares listad

in paragraph 3 of the Statement of Facts, Farah and FRA, did not have license or
authority to do so by the State of New Hampshire, and the shares were not
registered, exempt from registration, or a federal covered security as defined by

RSA 421-B.

&. Based on Bureau records, ar the time of the issuance and redemption of the
preferred shares listed in paragraph 4 of the Statement of Facts, Farah and FRA,
were under a Cease and Desist Order of the New Hampshire Seeretary of State
dated 11/08/01, and said transactions were conducted without issuer-dealer
licensure or approval of the Bureau,

STATEMENTS OF LAW

[L ‘The Burcau hereby petitions the Director to amend the Staff Petition For Relief
dated 11/3/2002 by making the following additional statements of law under the New

Hampshire Revised Statutes Annotaled, RSA 421-B, and regulations thereunder
(hereinafier referred 1o as the Act):

I. Farah, and FRA, are 2ach a “Person” within the meaning of RSA 421-B:2.
2. The preferred stock of FRA are "securities” within the m=aning of RSA
421-B:2.

The distribution of the securities listed above constituie “sales™ within the
mezaning of RSA 421-B:2

Lot

Farah, and FRA, is an "issuer-dealer” within the meaning of RSA 421-B:2.

q=

[



10.

il

Pursuant to RSA 421-B:11, 1, it is unlawful for any person to offer or seli
any securily in this state unless it is registered under RSA 421-B, exempt
under RSA 421-B:17, or a federal covered security for which the fee has
been paid and notice has been filed es required by RSA 421-B:11 1-a.
Farah, and FRA, are in violation of this section for distributing securities
in New Hampshire that wera not registered, exempt from registration, or
federal covered securities.

Pursuant to RSA 421-B:6.1, it is unlawful for any person to transact
business in this state as 2 issuer-dealer uniess such person is licensed
under RSA 421-B or exempt from licensing. Farah, and FRA, is in
violation of this section for transacting business in securities in New
Hampshire as an unlicensed issuer-dealer.

Pursuant to RSA 421-B:17,V, and RSA 421-B:1{,I-b(a) and (c}, the
burden of proving an exemption, preemption, ot an exceplion from a
definition is upon the persen claiming it.

Pursuant 10 RSA 421-B:23, whenever it appears 10 the secretary of state
that any person has engaged or is about to engage in any act or practice
constituting a violation of this chapter or any rule under this chapter, he
shall have the power to issue and cause to be served upon such person an
order requiring the person to cease and desist from violations of this
chapter. Farah, and FRA, are subject (o this section for violations of

RSA421-B:6, and 421-B:11.

Pursuant to RSA 421-B:28,1 and II, any person who knowingly or
negligently viclates any rule or order of the secretary of state may, upon
hearing, except where another penalty is expressly provided, be subject to
such suspension, revecation, or denial of any registration or license,
including the forfeiture of any application fee, or administrative fine for
each violation in liew of or in additicn o such suspension or revocation as
may be applicable under this RSA 421-B for viclation of the provision to

which such rule or order relates.

Pursuant to RSA 42]-B:26,111, any person who, either knowingly or
negligently, violales any provisions of this chapter may, upon hearing, and
in addition 1o any other penalty provided for by {aw, be subjzct to such
suspension, revocation or denial of any regisiration or license, or an
administrative fine not 1o exceed $2,500, or both. Each of the acts
specified shall constitute a separate violation. Farah and FRA are subject
to a suspension, revocation, or denigl, and a fine for violations of RSA

42 1-13:6, and 421-B:11.

Pursuant to RSA 421-B:26,111-a, every person who directly or indirectly
controls a person liable under paragraph III, every principal executive



officer, or director of such person, may, upon hearing, and in addition 10
er penalty provided by law, be subjzct to such suspension,

ation, or denial of any registration or license, or administrative fine
mot 0 ex:eed 82,300, or both. Each of the acis specified shall constitute a
separate violation, and such administrative action or fine may be imposed

in ﬂdc‘ition 1o any cn’miﬂal Dﬁnahies imoosed pursuant to ‘?’\S A “1 B:

any ot
re

are

subdsm to [hlS section.

£
i

Pursuant to RSA 421-B:26,V, after notice and hearing, the Secretary o

12
State may enter an order of rescission, restitution, or disgorgement
directed to a person who has viclated RSA 421-B. Farzh, and FRA are
subject to his section for violations of RSA 421-B.
RELIEF REQUESTED
7L The Bureau makes the following amended requests for relief in the above-

referenced matter as permitted under the Act.

&%)

=

LN

rind as fact the statements contained in section I of the Statement of Fact
in the Staff petition For Relief with amendments,

Make conclusiens of law r=lative to the statements comained in section L
of the Statements of Law in the S1aff Petition For Relief with

amendmenis

Pursuant o RSA 421-B:23, issue an order 1o cease and desist against
Coyne, Farzh, and FRA, for viclations under the Act pursuant ©o RSA
421-B:23.

Assess administratve fines and penalties of $2,500 per violation against
Coyne totaling $5,000, and against Farah and FRA of $2,500 per violation

wtaling $§137,500.

...a

su
registration priviieges of the Respondents pursuant to RSA 421-B:26.],
421-B:2611, 421-8:26,HI and 421-B:26,11T-a.

Issue an order denying, suspending, and revoking, any license and

ake any other just and equitable relief as permutted under the Act
nciuding but limiled fo rescission, restitution, or disgorgement.

=

frss



! ~ .
Respectfully submitted bw:

o /- > ’)/'7
N ESTEP=s

Date

~~ Jeifray I Spill
S Staff Aorney

i 7

I hereby certify that a copy of the within Perition To Amend was forwarded
;’i} ™ day of Septemiber, 2002, 10 Attomey Dents Maloney, counsel for

Respondents Scout Farah and FRA, and Michae] Burke, counsel for T, Gary
Coyne.

Al

/-'/’/} Jefiyey D. Spi Date

v
L

1
1

1

5



Gallagher, Callahan & Gartrell, P.A.
P.O. Box 1415
Concord, NH 03302-1415

Phone (603) 228-1181
Fax (603)224-75833

FAX TRANSMITTAL SHEET

January 14, 2003

Datis

To: BARRY . GLENNON Fax#: 271-7933
HEARINGS OFFICER

From: enis J. ‘Malonf:y

Total Nurnber of Pages: 1O Time Sent:

IF YOU DO NOT RECEIVE THIS FAX PROPERLY, PLEASE CONTACT
LISA TILLOTSON (603) 228-1181, ext. 238.

Lakes Region, Inc., INV 00-007 - attached please find Jeint Motion fos
Continuance of Scheduled Hezring. Thank you

File #: hﬁ/\/\

Signature of Fax Operator

Remarks: In re Scott D. Farah and Financial Resources & Assistance of the

Thz iformation contained in this facsimile message may be subject to the attemey client orivilezs and
contan confidental information, intended only for the use of the individual or entity named above. 15 the
reader of this message Is not the iniended recipient, you are hereby notified that reading the contenis, or e
dissemination, distribution or copyiag of this communication {5 stictly prohibited. If you have rzceived
this cornmunication in erTor, please immediately nosfy us by telephone [collsct) a1 (603) 228-1181 and
retun the original message to us at the above address via regular mail. We will refmburse you for postane

Thank vou.

Ly}
=l
et

FAN=14-2093 11125 g7y
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Gallagher, Callahan & Gartrell, P.A.
P.O. Box 1415
Concord, NH 03302-1415

Phone (603) 228-1181
Fax (603) 224-7588

FAX TRANSMITTAL SHEET
Date: January 14, 2003
To: JEFFREY D. SPILL, ESQUIRE Fax#: 271-7933
Bureau of Securities Regulation
From: Denis J. Maloney
Toial Number of Pages: WJ_QM_ Time Sent:

IF YOU DO NOT RECEIVE THIS FAX PROPERLY, PLEASE CONTACT

LISA TILLOTSON (603)228-1181, ext. 238.

Remarks: In re Scott D. Farah and Financial Resources & Assistance of the Lakes
Region, Inc., INV 00-007 -

Jeff — attached is copy of today’s filing with the Presiding Officer, thank
vou for your time yesterday.

YA

Signature of Fax Operator

The informasion contzined in this facsimile message may be subject to the attorney client privilege and
contin confidential information, intended only for the use of the individual or entity named above. 7 the
reader of this message is not the intended recipient, you are hereby notfied that reading the contzuls, or the
dissemination, diswibution or copying of this communication i¢ strictly prohibited. If you tave received
this communication in &rror, please immediately notify us by telephone (collect) at {603) 228-1131 and
return the orfginal message 1o us at the ebove address via regular mail. We will reimburse you for postage.

i

A AR 44 . imF :
=2l

At
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CHRISTOPHEA C. GALLATHER
SUCHARL # DALEAHAM
DONATD E. GARTRELL

W GHN NG

POWARD £ RHUMAKER, I
MICTLAEL D RUEDIG

ANNE G. SCHERR

DENIE ) WMALONEY

DAV A GARFUNKES

A
i

GaraaanCarans
: Seaaminrin

pONALD § PRUNDSTER
ANDAEW B, OLLY
DOMALD & SAXUN
SLSAN B HOLIINGER
ANDHLEA R JOHNSTONE
SUTHGEL 1), RAMSDELL
pODD X CRIFFTH
WALTFR L MARDNET
AR POLLACK

January 14, 2003

VIA FACSIMILE AND
FIRST CLASS MAIL

Bureau of Securities Regulation
Depanment of State

Statz of New Hampshire

State House, Room 204

Concord, New Hampshire 03301-4989

Atrn: Barry J. Glennon, Hearings Officer

e In re Scott D. Farah and Financial Resources & Assisiance

of the Lakes Region, Inc,; [NV 00-007

Toint Motion for Continuance of Scheduled Hearing

Dear Mr. Glennon:

SETH L SHORTUIDLE
LYNMARE ¢ CUACK
TEANNE [ RERAICK

CELIA LEONARD WALNER
INGED E WRITE

JAMES T, KERDUAT

JON M, GARDN
orcousT
ADBELRY P KIREY
19611944

On behalf of Seott D. Farah and Financial Resources & Assistance of the Lakes Reglon,
Ine. (colleetively, “the Farah Respondents™), with respect to the above-referenced matier,
enclosed please find a Joint Motion for Continuance of Scheduled Hearing, requesting an
extension of the hearing presenty scheduled for Tuesdzy, January 14, 2003 until Tuesday, Apnl

[ am authorized to state that JefTey Spill, Bsquire, counsel for the Bureau of Secunties
Regulation; and Phillip Brouillard, Esquire, co-counsel for the Farah Respondents, have ezch
consented to the requested continuance. Plsase contact me with any questions or comments.

Very truly yours,

Denié I Ma

DIN/IdT
Enclesurs
olol Scou D. Farah

lon

(%
-

Financial Resources & Assistance of the Lakes Region, Inc.

Jeffrey D, Spill, Esquire
Philip Brouillard, Esquire

AL ERDROTS FLA OO L TRIGGO978, 1200

CALLAGHER, CaLLayiaN & GARTRFLL,

RAL

2rg NORTH Matn STREET - PO BOX 14715 - Conenan, New HAMPSIURE D3ici-1415

Tol 603-228.1282 - Boo-528-1187 - Fax fc3-z24-7588 - Gos-228-3477

www.gcglaw.com

Tk bo 1 AL ATAT 44
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STATE OF NEW HAMPSHIRE
BUREAU OF SECURITIES REGULATION
DEPARTMENT OF STATE
CONCORD, NEW HAMPSHIRE

IN THE MATTER OF:

Scott D, Farah and
Financial Resources & Assistance

of the Lakes Region, Inc.

No. INV 00-007

Respondents

M Nt N N M N N e s

JOINT MOTION FOR CONTINUANCE OF SCHEDULED HEARING

NOW COMES Scott D. Fah & Financial Resources and Assistance of the Lakes

Region, Inc., respondents in the above-entitled matter (collectively, “the Farah
Respondents”), by and through their undersigned atterney, and respectfully move as
follows:

1. That a certain Staff Petition for Relief, matter No. INV 00-007, dated
Navember 5, 2001, (the “Staif Petition”) was i,n.iziated against the Farzh Respondents
and T. Gary Coyne, as zn additional respondent, alleging among other things, violations
of the New Hampshirt Uniform Secunitics Act, RSA Chapter 421-B etszq. (“Uniform
Securities Act”). An Order to Show Cause and Order to Cease and Desist m this matter

was issued on Novernber 11, 2001,

racy
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2 That the Bureau of Securities Regulation filed a certain Staff Petition to

Amend Staff Petition for Relef dated September 13, 2002 (the “Amended Petition”)

lleging additional and distinet violations of the Uniform Secunties Act by the Farah

[&%3

3 That by Hearing Order dated on or about October 10, 2002, the Amended
Petition was joined for hearing together with the S:aff Petition.
4. A hearing in this matter was most recently scheduled for Tuesday, January

14, 2003.

5. That counse] for the Farah Respondents and Staff counsel to the Bureau

continue to explore settlement of the alleged claims as weil as appropriate remedies
arising from th
on or about this date, agreed that the Farah Respondents will take cortain actions in licu
of proceeding with the subject adminisrative process. A true copy of the letter from
counsel to the Farah Respondents to the Bureau is attached hereto and incorporated
nerein by reference.

8. That Jerfrey D. Spill, Staff counsel for the Bureau of Secunies Regulation,
and Plullip Brouillard, co-counsel for the Farah Respondents, have each been contacted
and assents to the filing of this Jomnt Motion for Continuance of Scheduled Heanng.

Further, I am authorized to state each such party is available for ¢ rescheduled hearing on

Tuesday, April 29, 2003,

58

e matters alleged in the Staff Petiiion and the Amendsd Petition, and have,

A4
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NOW THEREFORE, the Farah Respondents respectfully move the Secretary of
State as follows:
Al To continue the hearing scheduled for January 14, 2003 undl Apni 29,

2003; and

For such other relief as may be just and equitable under the circumstances.

Respectiully submitted,

Scott D. Farah and Financial Resources &
Assistance of the Lakes Region, inc,,

By and through their undersigned attorneys,

GALLAGHER, CALLAHAN & GARTRELL,
Professional Association

Dated: January 14, 2003

By:

Denis J. Maloney
P.O. Box 1415

Concord, NH 03302-1416
(603) 228-1181

AT~ A4

o7y
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CERTIFICATION

I hereby certify that a copy of the Joint Motion for Continuance of Scheduled
Hearing has been served this day to all interestec parties in this procesding, by mailing a
copy of same, first class, postage prepaid, to Jeffrey Spill, Esquire, Staff Attorney for the
Bureau of Securities Regulation; and Philip A. Brouiltard, Esq., ce-counse! for Scott D.
Farah and Financial Resources & Assistance of the Lakes Region, Inc.

Dated: January 14, 2063 By:
Denis J. Maloney

HALIAHOCS 40000 PLDGTTA 2. DOC

77
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SETIIL. SHORTIIONEL

CHRISTOPHER O GALLAGHER  DONALD ) PRUNDSTEIN
LYNMARIE . CLEACK

MICHAEL & CALLAHAN ANDAET U EILLS
DONALDY & TARTRELL DONALD R SAXOR JEANNE P HPRAICXK
W DHN FUNK SUSAN B HOLLINCEX CHLIA | EONARR WAUNER
SDGARD F SHUSARER, I3 ANDRES K. JOHNSTONE NG £ WHITE
MICHAL L. RUEDIG MICTIARL B, RAMEDELL JAES [ REROUAC
(;.-\!J.-\hilt-.l‘(.c.\l.} AN ANNE O, STHIER TODT S. GRIFKTH )Dr:‘ M. 5;\50:«
& Craw IYTIN J, MALONEY WALTER L MARDNEY Ur COUNEEL
R 1AVTD A, GARFUNKEL AR B, POLLACH ROBEKT b KIRLY
31 138

Januzry 14,2003

VIA FACSIMILE AND
FIRST CLASS MAIL

Rureau of Securities Regulation
Depaniment of State

State of New Hampshire

State House, Room 204

Concord, New Hampshire 03301-4589

At Jeffrey Spill, Esquire

Re: Inre Scott D. Farak, Financial Resources & Assistance of the Lakes

Region, Inc., Respondents
No. INV00-007

Om behalf of Scott . Farah and Financial Resources & Assistance of the Lakes
Region, Inc. (the “Company”; collectively with Scott D, Farah, the “Farah
Respondents™), for purposes of setting forth several material undertakings to be
performed by the Company in lieu of presently scheduled admunistrative proceedings, the
Farah Respondents hereby underteke and agree with the Bureau of Sccurities Regulation,
Department of State, State of New Hampshire (the “Burcau”), as follows:

The administrative proceedings scheduled for Tuesday, January 14, 2003
are hereby postponed until Tuesday, April 29, 2003 pending satisfaction of
the undertakings expressed herein and subsequent execution of a formal
Consent Agreement, as discussed further befow, in this proceeding. The
Farah Respondents will file a joint motion with the Presiding Officer in the
adninistrative proceeding requesting & continuance until Aprl 29, 20603,
and will attach & true copy of this letier agreement thereto.

CALLAGHER, TALLAHAN & CARTRELL, B.a-
114 NORTH MAIN STREET » PO, BOX 1415 - CONCORD, NEW HAMPIHIRE 05302-131%
Ter 6o3-22F-1781 » Boo-g28-1081 - FAX 603-224-7588 - 603-226-3477
wewnwgeglawoeom
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Bureaun of Secunities Regulation
January 14, 2003

Page 2

1A

The Bureau wil] furnish & letter to each of the stakeholders of the Company,
namely “holders” of shares of its preferred stock and notes, substantially in
the form of the letter attached as Schedule 1 hereto. The Company will
furnish the Bureau with the names and current addressas of each of such
stakeholders within seven {7) days after the date hereof.

The Company will not issue any new securities without the prior approval
of the Bureau {for purposes hereof, the term securities shall include but 1
not limited to, shares of preferrad stock and notes or “Accounts”, 50 called).
Neither the Company nor its agents will communicate with any stakeholder
for the purpose of soliciting the stakeholder to keep or to sell his, her or its

investment ig the Company.

Upon the prior request of & preferred holder or a note helder, the Company
is authorized to pay-off and thercby redeem any outstanding preferred stock

or note.

The Commpany will subsequently undertake 2 rescission offer to the holders
of its outstanding preferred stock and notes, such undertaking to be
commenced at the discretion of the Bureau. The Company will cooperate
with the Bureau in undertaking such a rescission offer, which will include
full disclosure with respect to the Company’s operations and financial

status. The rescission offer must be fully funded by the Company.

The Company will immediately commence procedures necessary to have
its financial statements for the periods ended December 31, 2001 and 2002
prepared and audited by an independent third party, Connor & Associates,
P.C. Any chapge in the identity of such auditor must be approved by the
Burezu. The Company will furnish the Bureau with a complete copy of
said audited financial statements as scon as they ere finalized and received.
INot later than April 14, 2003, the Company will file with the Bureau
updated schedules listing the stakeholders of the Company and the emouns
of their investments, substantially in the form of the schedules previously
furnished to the Bureau. The Bureau may withdraw from this letter
agreement at its own initiative following April 14, 2003, or in the event of a
material adverse change in the financial condition of the Company.

o5 P.oPR
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Bureau of Securities Regulation
January 14, 2003

Page 3

Following satisfactory complction of the rescission offer to the satisfaction
of the Bureau, the parties will thersafter enter into a negotiated Consent
Agreement in this mater in which, among other things, the Farah
Respondents, without admitting or denying the allegations and findings set
forth therein, includipg but not limited to compliance with ths registration
and licensing provisions of the Act for any sale of securities, will consent to
certain findings, conclusions and undertakings set forth therein, included
but not limited to the payment of an administrative fine in the amount of

$25,000.

Very truly yours,

Scott Farah
Financial Resources & Assistance of the

Lakes Region, Inc.

By Its Attomeys
Gallagher, Callzahan & Gartrell, P.A.

Denis J. Maloney 6
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Nzme and Address of Stakenolder

Re: Scott Faran and Financial Resources and Assistance
of the Lake=s Region, Inc. (the “Company™)

Dear 5

The Buresu of Securities Regulation (the “Bureau™), Deparfment of State, Stetz of New
for administering the Uniform Securides Act RSA 421-B (the
ducting an investigation of the above-referenced

ct. Based upon the results of our

Hampshire, is responsible
“Act”). The Bureay has been con
Company with respact to its compliance with the
investigation, the Bureau bejieves that your imvestment in the Company sold to you was
done in violation of the Act. The Company and its principal, Scott Farah, have been
cooperating with the Burcay, and have provided your name and address to the Bureau.
The Burzau and the Comparny have reached 2 conditional agreement regarding these

aileged viclations.

Be advised that in our role as reguiator, e are not autherzed to bring a civil acton to

obtain recovery of an investment on behalf of individual investors. Therefore, you mzay
wish to consult a private attomey regarding any claim you mey have. We represent the
stare in this matter, and can neither represent you or provide you with legal or fnancial
advice, nor act as your persenal attomey orf rcpresentaﬁve.

Our settlement negotiations with the Company tmay l2ad to 2 formal offer by the
Compary for you to either confirm or rescind your investment with the Company. If 50,
you will receive further information from the Company regarding such offer at a Jater

date.

f vou have any guestion, please call me.
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GCG 04/14/03

FINANCIAL RESOURCES & ASSISTANCE

OF THE LAKES REGION, INC.

CAPITAL/DEBRT SCHEDULE

PREFERRED STOCK
Series A certificate
Series A wig certificate

Series A w/o Certificate
(1/02/02)

NOTES

5 NOTES; 14-25%

ACCOUNTS

laccount; 189

(12/31/02)

392 chares
%26 shares

£8 Shares

CURRENT CAPITAL/DERT TOTAL

(12/31/02)

SECURITIY 73244 p0C

$

51,386,000

451,345

5._58.000

$1,905,345



SCHEDULE A
GCG 04/14/03

FINANCIAL RESOURCES
PREFERRED STOCK
outstanding as of 12/31/02
(certificates issued)

; Dividend | & { ]
Date ! Rate Shares | Status

; 3798 {i 12% 111 | Sall ousianding J
1 6/9 jUz% ; 32 | Still outstanding
szgs 1% T | Suill outstanding i
[ 7/96 | 12% m_l 113 ISn ! outstanding
F2/95 f 12% ; 8 [S[;H outstanding -‘_}
13/97 2y |2 [sull cutstanding
[1297 112% ]IS Sl outstending I
(956 |12% | 30 |Silloutsianding ]
4/68 [ 12% R | Still outstanding
[800 2% | 40 [Stllourstanding
| 4199 B | Suill outstanding

392 SHARES

NOTES:

All'shares $1,000 par value per share



SCHEDULE B
GCG 04/14/03

FINANCIAL RESOURCES
PREFERRED STOCK

Shares Sold But Ng Centificates Issucd
outstanding as of 12/31/02

Rate Shares

| ! ] L
12% j 344 f Sull oufstanding
| 12% } 61 I Still o outstanding If

[~ | Dividend | # 7
| 1
|

| Sttll outstanding

7 ! 28 f Stil outstanding
‘ !' 34 Sn’ﬂ outstanding
f "2 } 1]1 autsrandmg |

———

Total: 926 shares

*All shares $1,000 par value per share



SCHEDULE C
GCG 04/14/03

FINANCIAL RESQURCES

PREFERRED $TOCK T0 BE ISSUED A5
COLLATERAL FOR NOTES
AS OF 12/31/012

#
Name [ Date [ Shares Status

f }
[

39 110 | Seebelow
{ 5/96 [ 90 IJ See below
1796 [ 80 | Sec below
1197 T 83 | See below
|29 g | Sec below
[ 10000 g6 | See below
(300 35 | See below

TOTALS: 384 SHARES

- holds a promissory note ouistanding for $200,000. The shares

were committed to be issued ag additional coilateral for the note. There have been
no dividends paid to her, only interest under the note.

“holds a promissory note outstanding for $158,000. The shareg
were committed to be issued ag additional collateral for the note. There have been
no dividends paid to her, only interest undar the note.

SRR 1 Cids A promissory note outstanding for 525,000, The shares were
committed to be issued as additional collatera] for the note. There have been no
dividends paid to him, only intersst under the note.

HALIADOCS F3a0wnn s ECURIING71260.D0¢



SCHEDULE D
GCG 04/14/03

FINANCIAL RESOURCES
PREFERRED STOCK

Shares Sold in 2002
{(No Certificates issued)

/ f Dividend | 4 ! " Status Jf

Name Date I Rate ; Shares J

| V2 1% [ 34 | outstanding |
3 }'
j

|

1/02 f 12% | 34 outstanding ]

Total: 68 SHARFS

R IBDOCSW04 0000 1S £ RETRTI272 DO



FINANCIAL RESOURCES

NOTES

Balance as of |

2131702

SCHEDULE E
GCG 04/14/03

f High | 12/31/02 | Tnterest I
f Name Date Balance f Balsnce Raige Status
Issued | f
+ 2 236 8/01 33636 | 38345 | 14
/00 2 25000 | 25000 | 25 | Secured by Prcfem':d
10/00 f 179,000 | 158,000 f 25 Secured by Prcr»mr
| | .
500 | 30,000 | 20000 | 24
06 J 200,000 | 200,000 IRE Secured by Preferred
ﬁ | | See#1] be low
TOTAL: 451,345
Notes: .
1} No promissory note was issued to evidence the obligation

}-!:\I.{H'-1’)€’)("S‘J"MO\U(WI'Q‘{Ii(.’l, RIFRITI2N 0G0
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SCHEDULE F
GCG 04/14/03
FINANCIAL RESOURCES
ACCOUNTS
as of 12/31/02

} Open High 12/31/02 | Interest J ]
Date Balance i Balance | Rate Status f

[

1

[ ' Name
/

| | |
1_ V00| 142000 | &8000 |13 | ]

12/31/02 1o1al: $68,000

+ ¢ 1o

Nptes:

HALTBAOCSW OO0 ) WECURFTNT72281 DOC



SCHEDULE C
GCG 04/14/03

FINANCIAL RESOURCES

PREFERRED §TOCK TO BE {SSUED 4S
COLLATERAL FOR NOTES
ASOF 12131/

5/95
S
7/96 !
-
1/97

fr

| |

» £ 2/99 _i \ ]
;- 1000 ] kg m'r
|

_’ [ 3/60 f 25 {’ See below 7

TOTALS: 384 SHARES

-hoids 4 promissory note outstanding for $200.000, The shares

were commiited to be {ssued as additional collatera! for the note. There have baen
no dividends paid to her, only interest under the note.

—holds & promissory note outstanding for $1358,000. The shares

were committed 1o be issued as additional collateral for the note. There have been
no dividends paid to her, only interest under the note.

-hoids a promissory nole outstanding for 525,000, The shares were
commitied to be [ssued ag additional collateral for ihe note. There have been no
dividends paid to him, only interest inder the nota.

HALIBAIOCS 0000 S £ R T Wr73260.000
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; GCG H48402006/02/03

FINANCIAL RESOURCES
] SCHEDULE OF PREFERRED HOLDERS/BORROWERS
{ AS OF 1231/02

—_—
Appreximate |
Loan Amount /

o |
| T
R f 143 | 3 - Sen

Name Number of Shares
(51,000 par)

[‘ . . L ——

!f TOTALS 697 | $395.000585 81 J
/

{ . - . L ,

f M‘.{%eg‘n%aé%éﬁmﬁe&fﬁl-ﬁeS‘ETéeoiLLf_;g@Q_s:,ilrr;4Q‘;pum_:a.fggﬁ;ggé,rggg
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Gallagher, Callahan & Gartrell, P.A.
P.O. Box 1415
Concord, NH 03302-1415

Phone (603) 228-1181
Fax (603) 224-7588

FAX TRANSMITTAL SHEET

Date: Apnl 28, 2003
To: JEFFREY D. SPILL, ESQUIRE Fax#: 271-7933
Bureau of Securities Regulation

From: Denis J. Maloney
Total Number of Pages: éz Time Sent: o "/ Fm

IF YOU DO NOT RECEIVE THIS FAX PROPERLY, PLEASE CONTACT
LISA TILLOTSON (603) 228-1181, ext. 238.

{nn re Scott D. Farah and Financial Resources & Assistance of the Lakes
Region, Inc., INV 00-007 -

Remarks:

As discussed, for your review, draft motfion to continue with added
undertakings/agreements of Farah Respondents. Please let me know if

acceptable to you, thank you

Sisnature of Fax Oper@’af%

The information conmined in this facsimile message may be subject w the atiormey cliemt prvilege and
+ contain confidential information, intended only for the use of the individual or enfity named sbove. If the
reader of this message is not the intended recipient, you are hereby notified that reading the contents, or the
dissermination, distribution or copying of this comymumication is swictly prohibited. If you have received
this communication in eor, pleass immediately notify us by telephone (colleet) =t (603) 228-1181 and
return the oniginal message 10 us at the zbove address via regular mail. We will reimburse you for postags,

OPR-2R-5003 141700 9B
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STATE OF NEW HAMPSHIRE
BUREAU OF SECURITIES REGULATION
DEPARTMENT OF STATE
CONCORD, NEW HAMPSHIRE

IN THE MATTER OF:

Scott . Farah and
Financial Resources & Assistance
of the Lakes Region, Inc.

No. [NV 00-007

Respondents

Nt N N N Nl A e N N

JOINT MOTION FOR CONTINUANCE OF SCHEDULED HEARING

NOW COMES Scott D. Farah & Financial Resources and Assistance of the Lakes
Region, Inc., respondents in the above-entitled matter (collectively, “the Farah
Respondents™), by and through their undersigned attorney, and respectfully move as
follows:

L. That & certain Staff Petition for Relief, matter No. INV 00-007, dated
November 5, 2001, {the “Staff Petition”) waes initiated sgainst the Fareh Respondents
and T. Gary Coyne, as an additional respondent, elleging among other things, viclations
of the New Hampshire Uniform Securities Act, RSA Chapter 421-B et seq. (“Uniform
Secunties Act”). An Order to Show Cause and Order to Cease and Desist in this matter

was 1ssued on November 11, 2001.

APR-ZB-2883 1421 e P. 22
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2 That the Bursau of Securities Regulation filed a certain Staff Petition 1o

Amend Staff Petition for Relief dated September 13, 2002 (the “Amended Petition™)

alleging additional and distinct violations of the Uniform Securities Act by the Farah

Respondents.

3. That by Hearing Order dated on or about October 10, 2002, the Amended

Petition was joined for hearing togsther with the Staff Petition.

4. A hearing in this matter was most recently schedulzd for Tuesday, April 25,

3. That counsel for the Farah Respondents and Staff counsel to the Bureau
contnue to explore settlement of the alleged claims as well as appropriste remedies
arising from the matrers alleged in the Staff Petition and the Amended Petition; pending

such final resolution, in consideration of the Bureau's consent o this motion, the Farah

Respondents agree 1o take certaln actions 1n lieu of procesding with the subject

admimstrative process, 2s follows:
z) comply with the undertakings and agreements set forth in that ceriam letier
from counse! to the Farah Respoadents to the Bureau dated January 14, 2603,
the provisions of which are incorporated by reference as if set forth if full

heremn;

b} on or before June 20, 2003, provide the Burean with

APR-ZR-J0F35 14121 S F.g3
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(1) a comprehensive business plan satisfactory o the Bureau which
includes the value of any assets available to the Company znd the
planned Jiquidation or pledge of those assets (0 fund the payment of
debt or rescission;

(I1)  updated schedules of Company assets and capital/debt obligations in
the form previously provided;
(III) financial statements for the quatter ended March 31, 2003 1 form
compiled by Connor & Associates or other independent auditor
approved by the Burzau. S
6. That Jeffrey D. Spill, Staff counsel for the Bureau of Securities Reguiation,
and Phillip Brouillard, co-counsel for the Farah Respondents, have cach been contacted
and assents to the filing of this Joint Motion for Continuance of Scheduled Hearing.

Further, I am authorized to state each such pariy is available for a rescheduled hearing on

Tuesday, July 8, 2003,

NOW THEREFORE, the Farah Respondents respectfully move the Secretary of

State as follows:

A To continue the hearing scheduled for April 2%, 2003 untif July &, 2003,
and
B. For such other relief as may be just and equitable under the circumstances.

O DRLDART 140 7 .
g7 PB4
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Dated: Apnl 28, 2003

Ld- £

Page 4

Respectfully submitted,

Scott . Farah and Financial Resources &
Assistance of the Lakes Region, Inc,,

By and through their undersigned attorneys,

GALLAGHER, CALLAHAN & GARTRELL,

Professional Association

By:

Denis J. Maloney
P.O.Box 1415

Concord, NH 03302-1416
{603) 228-1181
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Page 5

CERTIFICATION

I hereby certify that a copy of the Joint Motion for Continuance of Scheduled
Hesring hes been served this day to all interested parties in this procesding, by mailing
copy of same, first class, postage prepaid, to Jeffrey Spill, Esquire, Staff Attorney for the
Bureau of Securities Regulation; and Philip A. Brouillard, Esq., co-counsel] for Scott D.
Farah and Financial Resources & Assistance of the Lakes Region, Inc.

Dated: Aprnii 28,2003 By:

Denis J. Maioney

HALTRD OO 0NN LD (A8 28952 DOC
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Gallagher, Callahan & Gartrell, P.A.
P.O. Box 1415
Concord, NH 03302-1415

Phone (603) 2
2

28-118
Fax (603) 224-7588

FAX TRANSMITTAL SHEET

Date: May 22, 2003

To: JEFFREY D. SPILL, ESQUIRE Fax#: 271-7933
Bureau of Securifies Regulation

From: Denis J. Maloney

Total Number of Pages: |5 Time Sent:  3.949p™

IF YOU DO NOT RECEIVE THIS FAX PROPERLY, PLEASE CONTACT
LISA TILLOTSON (603) 228-1181, ext. 238.

in re Scott D. Farah and Fmancial Resources & Assistance of the Lakes

Remarks:
Region, Inc., 1INV 00-007

Final, signed audited financial statements for the year ended December

31, 2002, attache

Signature of Fax Operator

The infeanation contained in this facsimile message may be subject to the atomey client privilege and
contain sonfidential information, mtendsd only for the use of the individual or ennity named ebove. If the
reader of this message 1s not the intended recipient, you zre hereby notified that reading the contents, or the
dissemmination, distribution or copying of this communication is strictly prohibited. If you have received
this communication in error, please immediately notify us by telephone (collect) at (603) 228-1181 and
return the original message to us at the 2bove address viz repular mail. We will rermburse you for postage.

MAY-Z2-2RR3 15057
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May-22, 2003

V{4 FACSIMILE AND
FIRST CLASS MAIL

Jeffrey Spill, Esquir

Bureau of Securities Regulation
Department of State

State of New Hampshire

State House, Room 204

Concord, New Hampshire 03301-4983

—Loelss
[

SETR L OHOATUDCE
LYNMAIUE T CUBACK
JTARNNE L HIRRSCE

TELIA [FONMALD TATNEL
INDRID E. WD

JAMES 01 REROQUAL
RDILRT E.KIRTY
AR

Re:  Inre Scont D. Farzh, Financial Resources & Assistance of the Lakes

Region, Inc., Respondents
Na. INV 00-007

Dear Jeffrey:

1w

On behalf of Scett ©. Farah and Financial Resources & Assistance of the Lakes Region,
Inc, (the “Company™), attachad please find the audited financial stetements of the Company {or
the year ended December 31, 2002, Please call me dirzctly with your questions and comments,

thank you.
Very truly yours,
Denis J. Maloney
DIM/IdL
Enclosures

cc.  Scott D. Farah
Financial Resources & Assistance of the Lakes egion, Inc.

Philip Brouillard, Esquire
HALIBDOCSFROCODNLTR 842218.DOC

Gartacuer, CALLAHAN & CARTRELL, R4
x4 NorTH Mav STREET « PLO. Bax 1475 - CONCORD, NEW Hanpbsine o
Tet 03-228-1 181 - $oo-§28-718) -« Fax 603-224-7588 - Goy-226-3
geglaw.com
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FINAKGIAL RESOURCES & ASJIISTANCE OF THE LARES REGION, INC,

TA ¥ OONTENL
Page 3]

Independent Auditors” RePOTL...oi...-i-varnonn-ons Chee e Cieaae 1
Financial Statemsnt:

Balance Sheet..... e i maer e e et a s em e e e 2 -3

tatepmsnt of Iocoma. ... e e [ EER R 4

Statament of Changes in Stockholders’ Bguify......ocicvenionnooo-on 5

Statemant of Cagh Flows..........-..-- e rr e e ' - 5
Nobes to Fimancial Stcatemant........ DN e e P 7 - 11
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Connor & Associates,

N

DDEPENDENT AUDITORS® RERORT

To the Boeard of Directors and Stockholders of
Financial Resources &k Assistanca cf the Laksse Ragion, Inc.:

Wa hkave audited the accompanying balance sheet of Financial Resources &

Asalatance of the Lakxsy Reglon, Imc. (m New Hampshire cosporation) as of Decembar

31, 2002 and the related statements charges in gtockholders’ eguity

and zpeh flowe for the yaar then sodsd. Tha financial gtatamesnt i8 the

raspocaibility of the Corporaticn’s managemsnt. Our regpooaibiliry is to express

zn opinion on the financial statement bagad on our audit.

of income,

We conducted our audits in accordance with generslly accepted auditing standards,
Thopa atandards reguice that wo plan and perform the audits to obtein reasonable
apsurancs about whether the £inancial statpment ip froa of material misatatemant.

An audlt includes examining, ca & test basie, evidenca supporting the amcuntsg and

disclosures in the finmacial statement. An audit alee includes assessing tha

accounting principlan uged and significant satimatag made by menagamant, as well

ag evaluating ths cverall financisl stat=ment presentation. We believa that our

audit provides a ressonable basls for our opinion.

ion, the financlasl stetemant rsferxed o above pressata fairly, in =213
Rapources & Aeaistancm of

rasulte of lts operatiscos

In sur opin
material respecta, the financial posgition of Finansial
the Lakemx Regicn, Inc. as of December 31, 2002, and the

and ice cash flows for the year then anded In cooformity with gensrally accensted

acecounting princislen.

é....*éﬁc&"" <

Hanchester, New Hamoyehire
April 14, 2003

-

b, Manchaster, New Hampshieg
axt, Tinusrn, Mew Han

1 grank &

3l b 4-(3570

1541
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BALNICE SHEET
DECEMEZR 31. 2002
002
ASSETS
CURRENT ASSETS:
$ 8,913

Cash and cash eguivalents (Hotea 1 and 3)
ortion of potes recsivabla,

Currant
tnsecured {(Note 4} 308,809
Partlcipation notes receivable (Notes 4 and 3] 717,584
Allowancs Zor loan loreee {Nota 4} {125,000}
Cuorrent porxtion notes racaivable,
prefesred aharsholders (Note T7) 45,482
356,185
Notes recsivable, preferrsd gharehclders
leas currant portion shown above (Note 7) 341,340
Noteg receivakle, related wmarty {Nota 7) 95,1498
636,457

Property and eguipment, at ceost [Nota 1)

Lezgs - Accurulated depraciation
5.664

$1.7858. 306

The accompanying cotes to financial

are an integral part of thesa statswmenta,

statementes

PO DM TIETT AT - oo s .
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NOTA B = ST, ILE? I ey
BALANCE JEEET
= " el
2003
LTARILITIES T ' T
CURRENT LIABILITIES:
Demand eaxd pheort-term notes pavablae (Nota 6) 5 518,348
Accounts payabla £6,040
roorued expanses (Note B) 123,285
Total current liabilitiss 758,681
COMMITMENTS AND CONTINGENCIES (Note 8)
STOCKHOLDERS Y EQUITY:
Commen stock - 51 pax wvalue, 15,000 sharee
aurhorized, 15,000 sbharaes iesued and
outstanding 13,0060
rroferred etock subscribed, $1,000 par valus,
534 shareg pending $94,000
Praferred stork, $51,000 par value, O ghares
avthorizaed, 392 shares issued and sutstending (Note 9} 332,000
aAdditional paid-in capital 242,850
Ratained sarnlings {A34,325])
gig. 635
$1,598,305
The accompanying nockes to financial statexenks
ara an integral part of these statements.
3
acts o7
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OPZRATING EXFENSES:
Mortgagme axpanse
Commimgicns
Interest exXpenmsa
Cliect feoes expanss
Advertising and promotion
Salariss and related payrcll taxes
Rent ([Nota B)

Faan

Talephone

Ingurance

Pogtage

suppliss

¥aintanance

Profugolonal sxpenseg (Nots 8}
Client refundg

Travel and entertairment
Uciliitcies

Contributicns

CEfico

Depreciation
Higeoellasecus

srovigdicn for credit logseg (Notae 4}

IHCONE PROM DPERATICNHE

OTHER INCCOXR (EXPENIES):
t ota 7)

inceme [N
INCOME REFORE PROVISION FDOR IKCOEE TaXESR
PROVISION FOR TAYXES (Note 2)

HIT INCOME

The acc¢ompanylng notes te financial statemsnts
are an intesgrel part of these stataments.

Qe

P T T ¥ Y i I N

51E,455%
415,184
121,534
134,8%2
24,370
210,441
77,450
49,424
z23,256
14,548
13,108
38,518
£1,160
109,833
24,783
5,9¢%
7,57%
34,922
39,248
2,701
3,713
125,028
2,717,478

414,425

IR -]
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Degamxbar 31, 2000
Cootributed capital
Shares iasaued/subscribed
Nat income

nividands

Shares redeemad
Balznica, Decamber 31, 2001

Shares igsued/subsaribed
Net incoma

Dividands

Sharsg redeemad
Ealance, December 21, 2002

The accompenying ootes to fipancial astatemants
are an integral part of these statements,

MRY-ZZ-2283  15:59

J
b

s 15T, = BEICON 1
o CHANLT - ot g 4 T
yr g 2
Praferred Addivional
Coazmon Frafarrad Stosk prid In Reotained
fzpcX Sregk Subsczibed capital Rammingz
$15,000 $500,060  $557,000 3 - $(1,215,558)
- - - 242,950 -
- - 133,000 - -
- - - - 35,784
- - - - (41,303}
- {(43,000) - - _
$15,000 5459, 000 €930, 000 5242,%50 ${1,17Zz.71%)
- - 54,000 - -
- - - - 534,713
- - - - (166,3280)
- {67.060) - - -
£15,000  $392.000 2554 ,000 §242.950  5__ [B0DY,325)

0
[Ans
[¥5
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CASH TLOWS FROM CPRRATING ACTIVITIESR:

Nat incoma

Adjustmenta to reconclle met incoma to net
cazh provided by cperating activitiaes
Depraciation
frovieion for credilt loapwes

Increase {decresase) in the following
liabllitiag:
iccounts pavakble

reoruad axpanses
Net cash provided by opsrating activities

TASH PLOWS FROM INVESTING ACIIVITIES:
rurchase cof capitel asssta

fayments (advances) on notes racsivable

Paymentag [advancen) preferrad sharaholders notes receivabla

Paymenrsd receivad from zselatsd party notea
receivable, Det
Y¥et cash ueed in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
{repaymenta) from short-term finanecing

Advances
o relatsd party notes payable

Advances (repaymmnte!l
Subgcribed prefmrred stock
Przfarred 2tock redsemed
Dividand paid

Het cash {used) provided by financing activitias
'ET INCREASE (DECREASE) IN CASH

CASE AND CASH EQUIVALENTS, beyinning of year

CASH AND CABH EQUIVALENTS, end of ysar

SUPRIEWMENTAL DISCLOJURE 0F CATH FLOW INPORMATION

CASH PAID DURING THE YBAR FODR:
Intarapt

Incoma tnaan

The accompazying cotee to fipancdal statements
are an inktegral part of thass statamenta.

MEY-Z2-2BA3 15155 5

19,321

75,080
T£49,.73

{g3,1on;
(48,018)

Eg 7Q2

1 719)

{504,313}
{§3.501)
68,000
{71,000)
{166,320}
[728.340)

{1,124)
_Af.Re3

s_8.913

£B9Z

$331,524
& 2,435

EREN L]
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RECEMERR 31, 2002
I £4 ey 4 .

Finanicial Resources & Assirstance of tha Lakes

Karure of oparations -
Regicn, Izc. (*the Coxpany") ig & New Zamprbhirs corporaticn tharc derives
an% portion of ite income from commizsions oo the brokerage or
third party finance companies.
accounks and

a signif:is
mortgages  with varicus uarelated
Additicnally, tha Company purchasss and gells wvarious notes,
mortgages regeivabls oo the pecondary markat and will oozasionally provide
firancial furding on a short term fizaneing basis to individualsg and
businesees. Tha primary geographic funding arsa is the Northeast with
secondary revenua scurxces througheut the centinental Ukitad sStates.

Cansh zpd cmsh ecyivalents - For the purpesas cof thae statsmant of casb

flows, the Company conaiders all highly ligquid investments with an Loivial
maturity of thrse months or lazs to be cash equivalenta.
feen are racorded as revenus whan dusa

Sevanue rTecoognicion - Brokerags

uging thse accrual method.

Papreciation - The Company for financilal statemsnt purppges provides for
dapreciation of ita property and equipment based om the straighet ling

method. The estimatad useful lives usad are asg followa:

Furniturg and fixturaea
Eguipment
and

Expanditures for rerairzg and maintenance are axpunaad whan lncurred
i3 =
AR

betterments are capitalized. Aagets sold or otherwiza diaposed of

removed from the accounts, along with the rplated dspraciztion allowances,
and any galo or loss 18 recoguized.
an =

ith

Tgs of eabimatesn - Praparation of financisl atatmments in conformity
generally accepted accounting principles reguires management to make

ertilmatas and aasumpifione that affect certzin reportad amounts and
diaclosuraw. Accordingly, actual rasults could Ziffer from thozs

aptimated.

1

ver hi g - 7he Cerporation expensas all advertising costs asg

incurred in accordance with AICPA Statement of Pogitlap 33-7 *Reporting on

Advarrciaing Cesta”. Afvertising and markebting sxpensesz for the ymars

andad Dacembaer 31, 2002 amsounted to $24,370.

Failr wvaluyesn of #ipsneial dznptruments -  The following methods and
asfumptions wers ussd by the Company in eatimating Fair values of
Zinanciel ipgtruments as disclooed horeins

Caalk and cagh aguivalenta. The carrying amounta of caeh and ghern

tera instrumsnbte appreximate thelr fair valus.

MRY~Z2-2883  15:09
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Summany of giondfizant accounilng policies izomtipued):

Notss receivable. All curzesat npotesd receivable that bave no
gignifizant changs in zredit risk =ars reflectsd at therae carcying

Pair valuss for impairsd loans are sstizntad veing the

values.
uwnderlying collateral values.

Faderal incoma H

purpogas providas for ilncome taxsas
ratasa. The Company for
tus

Tha Company for financial stafement
based on current figancisl incocme at current tax
tax purpcses reports its incops under the rash method of accounting.
to sigmificant tax loas carry forwards, a defarred tax liability ip not
warranted in the accompanying E£inancial starsments, The Company at
Cecaxbar 31, 2002 had fedaral net cperating lese caxz forwarda that
amounted to approximately $745,0500 that begin to pxplre iz the year 2012.
the Company, at Decembar 11, 2002 had state nst operating

Additionally,
that amounted Co approximately 5110,000 that bsgin to

less carxyiorwerda
expire in the year 2Z005.

Cank az 1 H

Tha Compasy’s bank balance st Dscemhar 31, 2002 wazs 578,889 and wax fully

coverad by faderal depository insuranca.

Noteg Taceivable:

Keotes receivabls, included in the accompanyling fimancisl stavaments, are
reperted at thalr outatanding urpaid principal bslances reduced by any
chargs off or specific valuatien asccounts and met cf =my deferrTed fses or
or unamortized prsmiwzg cor discounta on
ingludsd notss for the

a4 o ne.Lses

costs =n originatesd loana

purchased loans. ¥asagesment intsaods to hold the

forasesenkla futura or until matority.

Notss oeceivabla at Decamber 31, 2002 repressnt ampunta dus from

individial and business loans that have been advanced or purchased from
"whe notes bear intersst at varicus rates and 542,800
Tha ramaining notes raceivable wexs pecured
Tha zacursd notag receivable were in

technical dafault by the mortgagees, snd the Company was pursulng the

refinancing of these mortgages. Thesa mortzagss, for
Ag the falr market
=]

£ the wndarlying

uworelatad parties.
of the nctas wers unsacured,
by first mortgagesd on roal ertate.

collaection or
financial purposes are no longer accrulng interast.
value o©of thess mozigages sxsesds the Zfare amounts
securad mortgaga, an allowance for non-performance haz not been racordad

in thesa financlal statecments.
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2llowance for loan losses 18 incresased by charges to income and decoeawed
by chargscfifs (net of recoveries), Management’'s periodic evaluaticn cf
the adeguacy cof the allowance is based on the Company’s past loan loss
tha portfolin, adveras situasticaos
to repay, the estimated value of
accnowic conditions. A noctad

the face amounts of theas nota
$125,000 allowance for

sxparience, known and inhevent xiaks in
that may affect the borrower’sm sbility
apy underliying collateral and currant
abova, the faix rret value axcseadn
receivablse. Howaver, zanagemant has recorded a
loan logses dua to the fact that these and the participastion notasz
receivablae, diacussed balow, ars in defaclt and will taka time and

regsourzes to collect the {ull face esmounta of the notaa.

The following idie a echedule of principal paymenta erchedulsd for notas

receivablea £or the year snded Decmmber 31:

2003 5308.809

Parbicipation nobe T valble:

The parcicipatiocn note receivable rsflecta the Company’s net recgivable
afrer resduction £for other participants portions of tha oote. The
Company ‘'8 partlciparion note receivable at Decembar 31, 2002 wag intersst
bearing and Becured by varlous real sstats and azseets of tha payees. The
recaivable had matured at Decasber 31, 2002 and ths
ayeingt rhe payea and a co-maks The

participant nocta
b
date of thesn financial

Company bad cbtained a judgewment
Company i4d negotiating extenziono

termz z2g cf the

stalamentea.
Doy -3 rapiear

funde on =n unsacured demand basip. The

Various individuals have zdvanced
Ictarast 1g paild or

noten bear interest ranging betwesn 14% and 235%.
accrued monthly at the discretion of the nots holder.

Cartain of the demand notes totaling $383,000 From unrelatsd individuals
contain default provisions entitlilpg the helder, upon default, ta be
inened praferred stock amounting to 28¢ phares In thoe Company-

Relatsd party transactiong:

The Company has advanced funds on an unsecured, 14% intereet bearing basis
to a ‘relatad corperation that is owned by the Campany’s common stock

Paymentd amounting to $120,203 including intersat of $21,804

chareholder.
andad

wore paid back on beshalf of the related party during ths ysar
Tha note recalvable balance Ioo tkis xsluted

Dgoumher 31, 2002,
2002 ampontaed tg $£8595,3108.

corporatlion at Dacember 31,

X

[3)
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FTRANCIAL RESOURCES & ASSISTANCE OF TEE LAKES REGION. INC.
NOTEI TP FINANCIAL STATEZMENTS

T T 1 200

peliaztad party transacticona [(seotiousd):

common stockholder ham advanced funds te the Company oo an

The Cocmpany's
this common ptockboldar electad to

unsecured basip. At Decembar 31, 2001,
contributa to addicionmzl pald in capital amounting to §242,950.

have basen advanced to related subsacibed or

Subgcribed prafarred sharsholdsrs
$594,000, bave alsoc outstanding notes
The nalority of thesa
contain

Carrain notea receivabls
igsued preferred gharsholdara.
accounting for 994 ghareg or

o the Company smounting to §385,831.
and non-interest bearing oz

of interaest dus the Company

racaelvable t
nptes rTeceivable are unsecursd
provigions allowiamg the offaet
arefarred dividends payable to the respactive gharsholder.

against

Tontarest imcome reflects $21,804 of intersest zeceived from 2 relatsd party
and 5101,045 affset from related praferred sharanolder notes recmivable.

Commitments snd contipgencina:

Eent - The Compeny is a tenant at will and lsases its cffice facilities ac
a monthly zenk of approximately §5,500. Addditicnally, the Company ls
obligated to pay utilities and upkeep of tha property. The lease 18
berwuen the Company and a related trust and allows the temagt to terminate
the temancy by providing the leesor with a 30 day writtenm nzbize. RHent

expense Eor tha year endsd Decembar 31, 2002 amounted &e 877,450,

Qffica machine reptal - Tha Company leases various

requiring paymenta of $121 thrsugh October 2003,

¢ffica egquipment

ended Decembar 31, 2002, a judgomsnt waa

tawgyitbtg - Durdng the yesro
awarded to =2 plaintiff in the amount of 5118,600. The Cowmpeoy 1s

appealing the judgement snd ip curzently negotiating to settla this cass

for lass than the judgemsnt amcunt.

Additiomally, the State of New Hampehirae’s Buresu cf Securities Regulatiocn
8, 2001 alleging, among

asued a Staff Petition for Ralief on Novamber
certain prowifeory NoTes

cthar things, Ethat thae {ssuance and sale of

copstitute the unrsgistsred cale of sscurities and that the Company was
not licansged under New Hampshira law tn angage ig such activities. The

Company iR pressntly gathering and agsembling the necescary informatioa to
rappond to the Bureau’s Ordec and a range of possibla loss, if any, is not

gotimatabhla at this tima.
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9. Dv-a-Fﬁ\-v-nd E*’QEK:

Tha Company has lssued 332 shaces of §1,000 par valus, preferrad stock.

Additionally, the Company hxs 554 shares cf §1,000 par valus preferred
stock that bas been subme—ibed for, but mcot izsved as of December 31,
2002. The issuwed and mubpcribed preferrsd securiciass rcozuse and pay cash
igtributiems at a zate of 12% per aonum. ividends paid on these sbares
for the year andsd December 31, 2002 amoumtsed to $1646,320.
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