COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF BANKING

Commuonwealth of Pennsylvania
Department of Banking, Bureau of
Compliance, Investigation and
Licensing,

Docket No.: 070017 (0SC)
Docket No.; 070027 (OSC)
Docket No.: 070028 (OS5C)
: Docket No.: 070029 (O5C)
Petitioner, : Docket No.: 070033 (OSC)

Docket No.: 070035 (0SC)
v.

NorthStar Mortgage, L.L.C., Paul
Fenelle, Leonardo D'Elia, Owners, Keith
Douglas Buchanan, Kimberly Friedman,

Duane Beers. Michze] Gilbert and Jenigue
Chang,

ONDINGE 40 130 W
ng QWY ©- 07 8002

Respondents.

/://Z FINAL ORDER
AND NOW, this 9 &

— " day of July, 2008, upon consideration of the Motion to

Suspend License Pending Full Hearing on License Revocation and Motion to Refuse fo
Renew (the “Motion™) filed by the Department of Banking, Bureau of Compliance,
Investigation and Licensing (the “Burcau”),. the response filed by NorthStar Mortgage,
L.L.C. (“NorthStar™), the hearing held on the Motion, the post-hearing briefs filed, the
uncontested Proposed Report of May 19, 2008, prepared by Hearmg Officer Jackie Wiest
Lutz, Esquire, and the recommendations set forth therein, it is hereby

ORDERED and DECREED that:

1. The Bureau’s Motion is GRANTED;

2. The Hearing Officer’s Proposed Report and the findings of fact and

conclusions of law contained therein are ADOPTED in therr entirety,

Q==



3, NorthStar’s first mortgage broker's license, license no. 3419, and its
corresponding branch office license, license no. 3419.001 (the “Licenses™), are
SUSPENDED;,

4. The Department shall REFUSE TO RENEW the Licenses at the end of

the Licenses’ current effective dates; and,

5. Nothing contained in this Order shall be deemed to preclude or prohibit
the continuation of these proceedings on the Bureau’s remaining claims for relief against

MNorthStar.

By

e

Pl .
/S’TEVEN KAP '
SECRETARY OF BANKING '

Date of Maiiing: '7’/ x / o8

! Subsequent- to Secretary Kaplan’s confirmation as the Sectetary of Banking, Craig Herrold's
appointment as adjudicator by Victoria A. Reider, Acting Secretary of Banking at the time, was rescinded

by Becretary Kaplan,
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HISTORY

This matler is before Craig E. Herrold, Adjudicator for the Secretary of Banking, '
on a Motion 1o Suspend License Pending Full Mearing on License Revocalion and
Mation to Refuse [0 Renew (“Motion 1o Suspend and Refuse to Renew™) that was iled
by the Department of Banking (“Department™) on November 6, 2007 against NorthStar
Mortgage, L.L.C. (“Res,nondcm_Nm'thStﬂr“).

The Motion lo Suspend and Refuse o Renew was filed by the Department
subsequent (o the issuance of separale Orders to Show Cause against Respondent
NorthStar and the other individually named respondents captioned ta thiz matter, for
purposes of expediting & decision, follawing rotice and an opportunity to be heard, on
whether or not sufficient evidence exists for the Departmen( to refuse 10 repew and/or
suspend Respondent NorthStar's mortgage broker’s license, pending a full hearing and
final decision an the allecations contained within the Orders to Show Cause,

Following the filing of the Department’s Maton to Suspend and Refuse 1o

Renew, an Order was issued by Hearing Officer, Jackie Wiest Lutz, Es uire,” scheduling
; 1 U g

' (n February 13, 2007, then Aclinp Secretary of Banking. Vicioria A. Reider, desipnaled Craig B,
Herrold, Director, Bureay of Examinations, (o act as the adjudicator of the administrative aclion
commenced by the Depariment against Respondents NorthStar Marigage, L.L.C., Paul Fenelle and
Leanarde D'Ela, Owners (Docket Me. 070017 {OSCH. Subsequently. on April 3. 2007, Mr. Herrold was
also desipnated by Acting Seerelary of Banking, Vicloria A, Reidey, o acl as the adjudicator of the
adiminigtralive actiony commenced by the Department against Respondents Keith Dougles Buchanan
(Dackel No. 070027 (S0 Kimberly Friedman (Drocket No, 070028 (O5C)); Duane Beers (Dockel Mo,
070029 (QSC)): Michae) Gilvert (Docke! Mo, 070033(05C)): and Jenique Chang (Dockel Ne. 70035

(O30,

T Om March 70, 2007, Jagkie Wiest Tulz, Eaquire was desipnalad by Craip E. Herrold, Adjudicalon. (o act
ax (he presiding olficer for the Department i (he Northitar Morygage, L.L. C., Pau! Fenelle and Leonarda
D*Elia, Owners malter (Docket No. Q70017 (O5CY), Subsequently, on April 6, 2007 Mr. Herrold also
desipmated Ma. Ltz o acl as the presiding officer for the Depariment in (he loliowing matlers: Keilh
Lrougtas Duchanan (Dockel Mo. 070027 (G500 Kimberly Friedman (Docket No, 870028 (D5C)); Duanc
Heers (Daukel Mo, 070029 (OGS0 Michae! Gilbet (Dncket Mo, (70033(05C)); and Jertigue Chang
(Dacket Mo, U35 (SO,



a hearing on the Deparumen!'s Motion Lo Suspend and Refuse to Renew for January 4,
2008, commenging al 9:00 a.m., 3" Floor Conference Room, 901 N 7" Streel. 3™ Floor
North, Harrisborg, PA 17102,

On January 4, 2008, the hearing was held as scheduled before the desiomated
Hearme Officer, Paul Fenelle and Leovardo D' Elia, Qwners of Respondent Nor(hSiar,
were presen( on behalf of Respondent NorthSiar and were represented by John E. Lucian,
Esquire, of BLANK ROME, LLP, One Logan Square, Philadelphia, PA 191J3. Linda
Carroll, Esquire and Lauren Szssani, Esquire, represented the Department.

Following the clese of testimony on January 4, 2008, an Order was igsued by the
Hearing Officer on January 7, 2008, scheduling two additional days, i.e., January 24,
2008 and January 23, 2008, for hearing,

The hearing resumad a5 scheduled on January 24, 2008 and concluded on January
25, 2008.

On Jauuar_\»’.z& 2008, an Order Establishing Briefing Schedule was issued by the
Hearing Officer. Under the terms of the Order, the Department’s infial brief was due hy
March 7, 2008; Respondent NorthStar's responsive brief was due April 7. 2008; and a
reply brief was due by the Departiment no later than April 22, 2008,

The Department’s initial brief was timely iled on March 7, 2008’.

On April 9, 2008, Respondent NorthSlar, {hrough counsel, {iled & request for a
one~week extension of tme ta Tile its responsive briel. The Department filed an Answer
apposing the requast on the same date. On Apnil 10, 2008, an Order was issued by the

Hearing Officer, pranting Respondent NorthStar’s request for an extension of time (o file



its brief. Under the terms of the Order, NorthStar was granted unti] Apri) 16, 2008 to file
its responsive brief; the Department was granted until April 30, 2008 to file 2 repiy brief.

On Aprii 11,2008, twao days afler requesting an extension of time (o file & brief,
Atlorney Lucian filed a withdrawal of appearance of counsel on hehall of Respondent
NorthSLar,

On April 16, 2008, Messrs. DElia and Fenelle, on behalf of Respandent
NorthStar, filed & pro s¢ Post Trial Submission of NorthSlar Mortgage LLC with the
Hearing Gfficer; however, a copy of the submission was npt officially filed with the
Department until several days later. Because of Respondent NorthStar's new pro se
statug, the Hearing Officer accepted Respondent NorthStar's late filing as timely, bul,
granted the Department an extension of time until May 2, 2008 within which to file its

Reply Brief.

The Departiment's Reply Brief was tinely filed onn May 2, 2008, This matter js

now ready for appropricte alsposition.



PROPOSED FINDINGS OF FACT

Al ail times relevan( to this proceeding. NorthStar Mortgage, L.L.C.

(“Respandent NorthSlar”) was licensed by the Department as a first mortgage broker,
holding license number 3419, with a prineipal place of business a1 1236 Main Streel,
Hellerown, PA, and a branch office location at 1140 Lincoln Highway, Coatesville, A,
under morigage broker license number 3419.001. (Official Notice- Departrirent records:
N.T. 01/25/08, p. 179)

2. A mortgage broker is a person who divectly or indirectly negati at;s or places
mortgage oans for others in the primary market for consideration; 2 mortgage broker is
generally the licensed entity at the state level that provides services to cONSUINEATE,
primarily by taking applications and working on behalf of the consumer as an advocate
and intermediary with & lending ingtitution or a mortgage banker, to facilitate the
trapsaction. (Official Notice — 63 P.5. §456,302; N.T. 01/04/08, pgs. 80, 83)

3. Mortgage broker licenses are reneweble annualiy on July | “upon payvment of the
annual renewal fec and after a determination that the licensee is conducting business in
accordance with the provisions of [Mortgage Bankers and Brokers and Consumer Equity
Protection Act (“MBBCEPA™)] 15 made by the department.” (Gfficial Notice - 83 P.S.
§456,307 (1)

4, Respondent NorlhStar’s license as a mortgage broker expires on June 30, 2008,
(Officia) Motice — Department records)

5. Paul Fenelle (“*Mr. Fenelie”) and Leonardo D'Eha ("M D'Elia™) are the owners

of Respondent NorthStar. (N.T. 01/23/0%, pgs. 176, 365)

P lefmrences 10 toles ol kslimony [Fow the January 4, 2008 hesring will be refored 1o as “NT QHOOE™,
fotowed by the transeripl page number; 1eleneos 0 nates of lestmony Tom te Jimoary 2425, 2008
hearings, will gsmilacly refler Mest o (he hearing date, lowed by the banseripl page number.



b, As the licensed entity, Respondent NorthStar 15 responsibie for the actions of its
empioyees, (N.T, (1/25/08. p. 197)

7. At all relevanl and maiteria) times, Keith Douglag Buchanan {'Buchanan™) was
employed by Respondeni NorthStar &5 4 loan officer; Buchana joined the company in
sarly 2002, (N.T. 0125/08. p. 193)

B. At all relevanl and material times, Kimberly Friedman (“Friedman™) was
ermploved by Respondent NorthStar as a joan procegsor; Friedman joined the company
ghortly after Buchanan, In 2002, (N.T. 01/25/08, p. 196)

2, The difference between a loan officer and & loan processor is that the Joan officer
is generally the person taking the information from the consumer for purposes of the
Joan; the loan pracessor aids the foan officer by compiling the loan application and
information and providing that in a package that is then sent to a lender, (N.T.
01/04/2008, pgs. 157-158}

(A)  Baclkgroung -{Buchanan - Kellv and David Nau):

10.  Inoraround 2001, the Pocono, PA region began experiencing & major filing of
morigage foreclogures a-nd consumer complaints regarding mortgage brokers, builders
and lenders, (N.T. 01/04/2008, p. 70)

1. Ericames Kerchner (“Kerchner™) was hired as a subcontractor and special
investigatar with the Monroe County Districl Attorney’s Office Lo mvestigate thege
comiplaints. (N.T. 01/04/08, pes. 45, 70)

12 1i o1 around December of 2002 or January 2003, Buchanan mel with My, T)'Eha

to explain thal he was having a problem with & clienl whose loan he had closed;

§



Buchanan admitted 1o Mr, I>'Elia that he had altered some documents on the file and that
the ¢lien! was aboul io make & complaint against him, (NT. 01/25/08, p. 367)

13, The“client” th whom Buchanan was referring was Kelly and David Nau (the
“Naus™); in 2002, the Naus purchased & newly construcied home in the Pocono, FA
region through Kal-Tag, Inc., a company affiliated with the builder, Blue Ridge Homes.
The Naus applied for a loan with Respondent NorthStar through Buchanan. (N.T,
(01/04/08, pgs. 64-65, PDB Exbit 1052)

14, In 2003, Kerchner condveled an investigation concerning Buchanan's
involvement in the loan transaction involving the Naus. (N.T. 01/04/08, pgs. 45-46)

{5, Theinvestigation revealed that Buchanan fabricated & gift Jetter in support of the
loan which purposted to be from one Thomas Pagliare to the Neus in the amount of
$36,000, (N.T. 0L/04/08, pgs. 46-48; FDB [033)

16, The investigation revealed that Thomas Pagliaro never signed & gift letter and did
nat know the Naus. (N.T. 01/04/08, p. 48)

7. Buchanan admitted to I erchnar that he came up with the name, Thomag Pagliaro,
fromn another NorthStar file in which Thomas Pagliaro wag the consumer; Thomas
Paglhiaro’s M&T Banlk slatement was used by Buchanan to perpetrate the fraud of the gift
to the Naus. (N.T. 01/04/08, p. 49-50; PDB Exhibit 1056)

18 The nvestigation further revealed that in the course of processing the Nau's loan,
Buchanan also altercd a bank check from yel anotber NorthStar consumer file regarding
trena and Sieve Ault, and presented the altered check to the Naw’s Merlgage lender as
proof thal Thomas Pagliaro was giving a §36,000 gift to the Naus, (N.T, 01/04/08, pes.

49-56; PDIE Exhibils (1025-1026 and PDE 1056}



9. Agaresult of Kerchner's invesngation, criminal charges were brought against
Buochanan and Buchanan éubsaquen[iy pled guilty to one felony count of forgery, {(N.T.
01/04/08, pas. 36-57)

20, Neither Messrs. D' Elia nor Fenelle, as owners of Respondent NorthStar, (ool any
action Lo terminate Buchanan’s employment with Respondent NorthStar following their
knowledge of the Buchanan's forgery sonviction in connection with the Nau loan
transaction. (N.T. 01/25/08, pas. 298-299, 365-370)

21 At all relevant and matetial fires, Brian Crossland (Crossland) was a senior

investizator for the Department. (N.T. 01/24/08, p. 49)

22 Crossiand began an investigation regarding Respondent NorthStar in April of

2004 as & result of the outcorne of the Nau investigation, which led to Buchanan’s
copviction. (N.T, 01/24/2008. p. 51-33)

23, At that time, Crossland, accompanied by two Department investigators, 1met with
Messre. Fenelle and D °Elia at Respondent NorthStar's office; from the outset, Crossland
questioned Messts. Fenelle and D °Elia why Buchanan was still working for NorthStar.
(N.T. 01/24/2008, pgs. 56-58)

24, Crossland was told that Buchenan was 4 good guy; he’s a family man; he’s good
with the customers, so they retained him. (N.T. 01/24/2008, pgs. 56)

25, During this meeting, Crossland and the two Department invesligators began {o
review NorthStar's files, (N.T. O1/24/20308, . 58}

26, The first file that Crossland opened wag the Walker/McClain file; in that file was
a Certificale of Authorization that contained a signature for Mrs. Walker that had been

Laged over whal appeared Lo he another signature for Mrs, Waller that had been mis-



spelled: the tape was siil) there. The comectly spelied signature had been cut out of
another document 1n the file. (N.T. 01/24/2008, pgs. 58-59)

27, Crosgland spoke with My, Fenelle about the file, but, My, Fenelle had no response
as Lo whai had oceurred. (N.T. 0172472008, p. 59)

28 After finding the Walker/MeClain file, Crogsland and the two Department
investigators proceedsd to load boxes of NorthStar’s files to take back to their office Lo
review. (N.T, 01/24/08, . 62)

29, Approximalely 20 Joan files were contained within each box that was taken by the
Department; the Department took approximately 400 files over a two-day period. (N.T,
01/25/08, p. 192)

30, Because of the findings in connection with the Nav investigation that Buchanan
had altered g bank check from the Jrena and Sieven Aulr file to make it appear 2z though
Thomizs Pagliaro was giving & $36,000 gift to the Naus, Crossland was particularfy
intzrested in reviewing fhe Ault file, (NT. 01/24/08. p. 54)

(B)  Buchanan and Friedman ~ Steven and frena Ault:

31, Stc'v en end Irena Auli (the “Aults") lived in the Garfield, New Jersey aren until
shortly afier September 11, 2001, when they dacided they wanted to lsave the eity and
move lo g safer community, (NT, 01-04-08, pgs. 235-236, 289-29.0)

32, Inor around February of 2002, the Aults made an gppointment with Blue Ridge
Hornes (o st a home thal was already under construction and available for purchase.
(N.T. 01-04-08, pes. 239-240, 291)

13, The Aults agreed to purchase & home on Lot 18 on Lower Valley Drive in

Pleagant Valley Batales, Polle Township, Monrae County, PA for a purchase price af



$128.900; an Agreament {or the Sale of Real Estate (" Agreement of Sale™) was executed
by Steven Ault on March 10, 2002, (N.T. 01-04-08, pgs. 240, 243-244‘ 203.296: PDE
Eathilrit 601)

34, Afler completing the “paperwork™ for the purchase of their home on Mareh 10,
2002, the Aults provided the builder with 2 down payment check in the amount of 1,000
and were told that someone from Blue Ridee Homes' brokerage department would be
contacting them to assist_the;m in obtaimng a wmortgage. (N.T. G1-04-08, pas. 240, 247-
248; PDE Exhibits 599 and 600)

35, Onor around April 13, 2002, Irena Ault received e telephons call from Friedman

e

and Buchantan at NorthStar Mortgage, who explained that they were going 1o worle with
the Aults to find 2 morigege to suif thelr needs; Euchanan completed a Uniform
Residential Loan Applicatidn on bzhalf of the Aults via telephione on that data. (N.T.
01/04/08, pags, 241-242, PDE Exhibit 523)

36.  Priorto closing, Friediman faxed & Gift Letter Tonm to Irena Ault to have
completed by ber father, Ivan Mrvica, and returned; Mrs, Ault’s father completed the
1;01'1]‘1 and Murs. Aull faxed it back to Buchanan and Friedman. (N.T. 01/04/08, pgs. 248-
249 PDB Exhibits 596 and 597 and PDEB Exhibit 357)

37.  The avnount of the gift that wag made by lvan Mrvica to the Aults for purposes of
their loan was $30,000. (PDB Eaxhibit 357)

38, A morlgage for the Aults wasg vitimalely oblained for them by Buchanan and
Friedman through Long Beach Mortgage, a subsidiary of Washinglon Motual
(hercinafter, “Washington Mutual™). (N.T. 01/25/G8, p. 71-72)

39, Cloging on the AuiCs Toan was hield on May 30, 2002, (NT. 01724708, pym. 84)



40.  Aspart of Crogsiand’s investigation, Crossland reviewed NorthStar s file
pertaining to the Aults and obtained the following documents from the file:

o A gift letter from Mvan & Katica Mrvica in the amount of 10,000 o Steven &
Irena Ault (PDB Exhibil 356);

e A gift fetter from Ivan & Katica Mrvica in the amount of 530,000 to Steven &
Ireng Ault (PDB Exhibit 357);

s Apunsigned Uniform Residential Loan Application for Steven Anlt indicating
that Aul is wmmerried; that the amount to be borrowed 15 "§7.20.000" (with &
number that i3 whited-oul appearing underneath it; and, that the purchase price of
the property is §750,000. (N.T. 71-73; PDB Exhibit 523);

o Apunderwriting and Transmittal Summary showing the sales price of the Ayl
property to be §150,000; and ihe original Joan amount to be £/27,500 al a fixed
9,09%; rate of interest (PDE Exhibit 524);

¢ Anunsigned and undated Truth In Lending Disclosure Statement regarding
Sieven Aulf, showing an annual percentage rate of 10.479 and no variable rate
feature (PDB Exhibit 525}

« A Long Beach Mortgage Company Mortgage Document Order Request Form
completed by Kimberly Frisdman, dated May 30, 2002, which represents that
Steven Ault is “unnaried” and requesting & 2 ¥ Fix/ad) loan in the amount of
$120.000 ovar & 30-vear amortization period (PDB Exhibit 526);

e An Underwriting Approval Sheet from Weshington Mutual showing & loan
amount of $120,000, a sales price of $150,000 and & down payment of $30,000
(PDE Exhibit 327); '

¢ A Fax transmittal sheat from Wiy Friedman to Mrs. Aultindicating that a Gitt
Form is Enclosed (PDB Exhibit 596);

e A Borrower's Certification and Authorization form containing a signatwre for
Steven . Ault and dated 4/16/02 (PDE Exhibit 1084); and,

« A copy of a Form 8453 U.S. Individual Income Tax Declaration form for the year
2000 indicating that the Aults are married (PDE Exhibit 1085)

(N.T. 01/24/2008, 1, 63)

41, Washington Mutual relied upon the two gift letters appearing inits file (PDB
Exhibits 1041 and 104)) (o close the Ault's loan; the loan was approved at 80% loan-to-
value, which meant thet the Aulls needed to bring funds {0 close, The otal amount of gift
maoney thal \R’as‘hington Mutual was taking inlo accounit when they were reviewing the

Ault’s loan was $40,000. (N.T. 1/25/08, p. 78)



42, Upon his review of the documentation that was contained within NorthStar's file
pertaining to the Avlts, Crogsland noticed that some of the documentation, including one
of twa gift letlers in the file that were signed by lvan Mrvica, appearad (o contain
phatocopied signatores. (N.T. 01/24/08, p. 111-112; PDB Exhibits 356 and 357)

43, The gifl letter in the amount of $30,000 tha the Trena Ault faxed back to
Buchanan and Friedman (PDB Exhibit 357) contains a fux header of 5/22/02 which
originated with NorthStar, along with & second fax header of 5/26/02 showing when Irens
Ault faxed the document back to NorthStar; in contrasi, the gift [etter in the amount of
$10.000 that was recovered from Washingion Mutual’s file (FDB Exhibit [041) and from
NorthStar's file (PDE Exhibit 356) does not reflect the Ault’s fax header either at the top
or the bottom of the dosument, (PDB Exhibits 356, 357 and 1041)

44,  Crossland spoke with Mrs, Aunlt and learned that only ane gift of $30,000 was
given by her parents; there was not an additional gift of $10,000 &s reflected in
NorthStar's Dle, (N.T. G1/24/08, pgs. 1)1-112; NUT. 01/04/08, pgs. 250. 300-302)

45 Crossland forwarded the two pift Jetiers that were found within NorthStar’s file
pertaining to the Aults to the Pennsylvania State Police for purposes of corroborating the
simi}arity of the sighatures appearing on the gift letters; both gift letters contajned the
signature Ivan Mrvica, (N.T. 01/24/08, p. 64, PDB Exhibits 356 and 357}

46. At all relevant and material times Trooper Sandra Miller (Miller) was a
questioned decuments examinerin the Pennsyivania State Police Crime Lab in
Hari'isﬁurg, PA; Respondent NorthStar, through counsel, stipulated to Milter's

qualifications as an expert in forensic document examination. (N.T. 01/25/08, pgs. &-10)

12



47 Miller received the two aifl letters that were forwarded to her from Crossiand
(PDE Exhibits 356 and 357) and examined the signatures appearing on the documents to
delermine if they were identical signatures, (N T. 01/25/08, pgs. T1-13)

4% One of the premises of handwriting examination and identification 15 thaf no
person con write the same way twice; thus, if an individual were to write his/her signature
100 times, a transparent overlay would never maich up exactly and identically. (N.T.
/23008, . 15)

45.  Upon completion of an examination and comparison of the simatures appearing
on PDB Exhibits 356 and 357, using a transparent overlay, Miller was able Lo detsrimine
that the signatures match up exactly and identically; because the signatures matched up
exactly and because nobody writes the same way twice, Miller concluded that fie
simatures appearing on PDB Exhibits 356 and 357 originated from a cormmon source
sienatire, ot necessarily one from the other, but it could have originated from & third

document. (N.T. G1/25/08, pgs. 15-18; PDB Exhibit 954)

(C)  Dexroy Millings /Fiona Clayton Revnolds and Simone Clavton:
50.  On August 28, 2005, Mz, Fenelle, on behalf of Respondent NorthStar, executed a
Broker Agreement with American Home Bank. (PDE Exhibit 1098)
51, Under the terms of the Broker Agresment, the responsibility to ensure that
aceurate information 15 submiited to the Jender is on the broker, The Broker Agreamenl
provides, in pertinent part:

13, Loan Fraud, Broker acknowledges and understands thal 1 shall

be deemed responsible under this Agrecrment {or all actions

performed by itg privcipals, empioyses, agents, designees and

licensecs horeunder, Pursuant (o this Agreement, Broker 15

regponsible and shall be requived W repurchase a Toan for any fraud
by Broker ar by persong for whom Broker is responsible, which

J3



ocours in the origination of any Loan. . . . Examples of such
fraudulent actions include, hul are not limited to:

g Submission of inaccurate information, including false
statements on an Apphication and/or falgification of documenta
purporting to substantiate credit, employment, deposit and asset
information or personal information includmg but pot Jlimied o
jdentity, citizenship, or ownershipman-ownershiy or real property,

b. Forgery or misrepresentation of partially or predominantly
accuraie information; :

c. Inaccurate representations of current occupancy status or intent
to meintain required occuparicy as agreed in the Application,

Mortgage and/or other loan doenments;

d. Lack of dus diligence or concern by Broker, including but not
lirnited to its loan officers, interviewers or processors. . .

e. Acceptance of information or documentation which 15 known or
in the exercise of reasonable due diligence should be known by
Broker to be inaccurate or aceeptancs of information which is
kmown or in the exsrcise of reasopable due diligence should be
known to be inaccurate . . . . (PDB Exhibit 1098)

57

P

I or around August 2005 Dexroy Millings (Millings) and Fione Reynolds
(Revnolds) applied for a constraction fo permanent loan with American Home Bank N.A,
(hereinafier, “American Home Bank™) through Buchanan at Respendent NorthStar, (N.T.
(11/24/2008, p. 33, 46; 01/04/2008, pes. 118-120; PDB Exhibits 537, 571, 576)

53. A construction to pertnaneni Joan is generally a single source Joan, which funds
the construction of & new home through a disbursement schedule as the hone is being
built and then becomes a permanent mortgage al the end of the construction phase and
upon occupancy of the home, (N.T. 01/04/2008, pgs. 103-104)

54, Documentation that was submitted to American Home Bank by Respondent
MorthStar through Buchan;m in suppart of the Millingg loan included, inter afia, a note

From one Lneicson Elienne statitng that he gave his nephew Dexroy Millings pilts in the



arnounts of §11,300.00 as a downpayment for his lome, and a copy of Etienne’s financial
statement {0 serve a5 evidence that Etienne had the financial capacity to provide thoge
funds to Dexroy Millings, (W.T. 01/04/2008, p, 125; PDE Exhibits 536 and 569)

55, Settiement on the Millings/Reynolds congtruction to permanent loan occurred on
November 14, 2005, (N.T. 01/04/2008, pus. 116-118, PDB Exiiibit 5707

56.  American Home Bank performs monthly audiis on all new loan applications and
all closed loans: American Home Bank's policy 18 to do monthly audiis on a minimum of
ter: percent (10%) of all new loan transactions. (N.T. 01/04/2008, p, 120-121)

37, Atall relevant and material times TenA Companies Incorporated (hereinafter,
“TenA') was an outside auditing company that American Home Bank used to perfonn
suditing services on American Home Bank’s mortgage [oan transactions, (N.T.
0170472008, p. 120}

38, The Millings/Reynolds lozn file was audited by TenA on behaif of Amencan
Bome Bank, (N.T, 1/04/121, PDB Exlnbit 382)

59.  Aspart of its audit, TenA sent & lstter on February 15, 2006 to Luckson Etienne
of Great Meadaows, New Jersey requesting that Mr. Etienne confirm the accuracy of
inforuation pertaining to the gift letter that was provided to Armerican Home Bank on
behalf of Dexroy Millings from Mr, Etienne. Specifically, IMr. Etienne was; asked 11 the
mformation in the gifl letler was accurale as of the date 1L was completed, and if the
individual who signed (he document was authorized Lo do o, (PDB Exbibits 536, 383)
60, A gift letler is (ypically provided to a lending institution by a family member and
represents (o the institution that the family member 15 going (o support the foan

ransaction by giving a gifl amount to the recipient, (NT. 6170472008, p. 105)



al. A Su-8p account {s an mnvestmen! account that 15 created by & wroup of mdividuals
collectively petting together and making an investment o & recurming basis inlo & fund,
which is then available te contributing members (o draw from an @ periodic basis
consislent with (he rules of the Su-5u account, (N.T. 01/04/2008, . 106)
52, Onor about Mareh 6, 2006, the gift letter verification for Dexrov Millings wasg
returned by Luckson Etienne to TenA indicating thal the inf: ormation in the gitt letter was
not accurate as of the dale it was completed; that the individual who signed it wag not
authorized to do so: and, that Luckson Etienne did not make a gift to this person, i.e,,
Dexroy Millings. (PDE Exhibits 582-584)
63. By letter dated March 13, 2006 TenA notified American Home Bank of the gift
letter discrepancy in connsction with the Dexroy Millings loan. (N.T. 01/04/2008, p. 121;
PDB Exhibit 582)
64.  Amsncan Home Bank received TenA's notification on ]\flarcb 22, 2006 énd
inumediately began an investigation of its own; 2t the same thpe, American Home Bank
suspended all fliture construetion advances on the Millings eonstruction foan until further
notice, (N.T. 01/04/2008, pgs. 121-140, 154, 161; PDB Exlbits 530, 538, 564, 566, 567,
569, 584, 385, 1047
65.  American Home Bank learned through its investigation that:

e Luckson Ftienne does not know Dexroy' Millings and did not authorize any gift

- funds Lo anyone;

« Dexroy Millings does not know Luckson Etienne; Dexroy Millings obtained his

monies {rom bis sister-in-law and from a Su-Su account; and,
o The information that was provided by Respondent NorthStar was fraudulent as it

related to the gifl letter and the bank statement.
(N.T. 010472008, pgs. 121-124, 126, 131-132, 134, N.T. 01/24/2008, pas. 37-38, 41,

PDR Exhibits 564, 566, 567, 584, 585)
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66.  Ag a result of the frandulent gift letter that was used in connection with the
Millings/Reyinolds loan ransaction, American Home Bank refused to release its Jast
payment 1o the builder; the construction of Millings” home was put on hold: and, Millings
was required {0 obtain another Toan. (N.T. 01/24/2008, 1. 39)

67. American Home Banl's Chiefl Credit Policy Officer, determined upon her review
of American Home Bank's file documents for the Millings/Reynolds transaction that Paul
Fenelle, Buchanan and Kiara Beier were involved in the Millings/Reynolds loan
sransaction; Buchenan's name appeared on the Uniform Residential Loan Application as
the “Interviewer; Kiara Beier signed a “Processors Mamao” in connection with the loan on
belialf of Respondenl NorthStar; and, Paul Fenslle was invoived in communications with
Caven Bender, ani underwriter at American Home Bark, concerning quastions that

Bender had during her evaluation of the loan application package, (N.T. 01/04/2008, pgs.
144-146, 138-161; PDB Exhibits 537, 573-375)

68, American Home Bank’s Chief Credit Policy Officer reported this matter fo the
Department. (N.T. 01/04/2008, p. 185}

69,  Asa resuft of the Millings/Reynolds matter, the broker relationship between
American Home Bank and Respondent NorthStar was temmninated. (N.T. G1/04/2008, p.

1 54)

70.  Consiztent with Pavagraph 13 of American Home Bank’s Broker Agreement with
Respondent NorthSiar, NorthStar was required to yepurchase the Milings foan. (N.T. G-

04-2008, pes. 147-149; PDB Exhibits 578, 579, 581)



(D) Ronnie Jackson — Buchanan and Friedman:

7. The Ronnie Jackson (*Jackson”) file was one of the approximately 400 files that
Crossland end the two Department investigators obtained from Respondent NorthStar's
files in April of 2004 {0 take back to their office to review. (N.T. 01/24/08, pus. 62, 140-
146)

72.  Opnorasbout June 1, 2002, Jackson entered into an Agreement for the Sale of Real
Estate with Kal/Tac Inc. for the purchase of property consisting of Lot 1314 in Stone
Crest Park, Monroe County, PA. (PDB Exhibits 279, 279-1, 280, 280-{}

73, Jackson applied for a mortgage loan with Irwin Mortgage through Respondent
NorthStar; Buchanan was the loan officer and Friedman was the loan proczssor. (N.T.
01/25/2008, pas. 141, 241-242; PDB Exhibils 276, 545, 1022}

74, The Uniform Residzutial Loan Application that was prepared on behalf of
Jackson and submitted to Irwin Mortgage by Respondent WorthStar indicates that the
information appearing on the form was obtained by Buchanan.as “Interviswer,” (PDB
Exhibit 543)

75, The Uniform Residential Loan Application represents that Jackson was empioved
as a manager at 300 Flowers in New York, with a gross monthly income o1 §3,563.00
and that Jackson’s souree of “Down Payment, Settlement Charges and/or Subordinate
Financing” was his checking/savings in a credit union account i which he had $25,000
of avuilable funds. (PDB Exhibils 545)

76.  During his review af the Jackson file that was obtained {rom Respondent

NorthSlar, Crosgland Tound two sets of pay stubs for JTackson purporting to be from 1-800
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Flowers, One set showed an hourly rate for Jackson of $8.37: an altered set showed an
hourly rate for Jacksan of $20.56. (N.T. 01/24/2008, . [46-147: PDEB Exhibits 281 -284)
77, Twao sets of W-2s were also found in Respondent NorthStar's file. One set

showed fhat Jackson’s (ota) wages were §11,264.41 at the 58.37 hourly rate; an altered
sel showed Jackson's lotal wages to be §41,837.40 at the §20.56 hourly rate, (N.T.
01/24/2008, p. 146-147, PDB Exhibils 285-2806)

78, Friedman compleled 2 telephone certification of employment 1o connection with
the processing of Jackson's loan certifying that Jackson was & manager for 800 Flowers.
(N, T. 01/242008, pge. 147-148; PDB Exhibit 1022

79, Jackson's wages in 2001 and 2002 were only 511,363.12 and $135,822.27,
respectively; Jacison was empioyet in the capacity of a forklift operator for 800 Flowers
-0t a3 & manager. (PDE Exhibit 1048)

80.  Infurtherance of his mvestigation, Crossland obtained and cornpared documents
contained within the Lrwin Mortgage file for lacksor agamst the documents contained
within Respondent NorthStar's file for Jackson; Irwin Mortgage's file contained ouly the
altered pay stuhs for Jackson showing an hourly pay rate of $20.56, and the altered W-2
for the vear 2001, showing Jackson’s lotal wages as §41,837.49. (N.T. 01/24/2008, p.
140 PDE Exhibils 541-543)

1. Irwin Mortgege's file conlained & Request for Verification of Deposit from
Friedman al f\empondex]t NorthStar to Local 804 Federal Credit Union in J.ong 1sland
City, NY 11101, which purporls to verify that Jackson had a current balance in his
savings eccount of $26,968; Jackson never had an aecount with Local 804 Federal Credit

Union in Long Island City, New Yok, (FDB Exhibits 1020, 1024)



§2. Irwin Mortgage provided a Joan to Jackson in the amount of §140,000 based, in
part, upon false information provided by Respondent NorthStar that Jackson's annual
income was $41,837.49, as opposed o 511,363,112, and that Jackson had money available
in a eredit unmion account totaling §26,968, when, in fact, he bad no such account. (PDB
Exhibits 540-543, 1020. 1022, 1024, 1048)

83, Upon discovering the disparities in Respondent NorthStar's file for Jackson and
Irwin Mortgage’s file for Jackson, Crossiand mel with Messts. Fenelle and D'Eliz at
Regpondent NorthStar and showed them the falsified documents. ’(]\I.T. (172572008, p.
241.247)

84,  Mecars. Fenelle and D'Elia discussed the Jackson file with Buchanan and
Friedman; Friedman did not admit that she falsified the documenis iv the file, bug, she did
admit that she collected the documents; Buchanan denied any involvement with the file,
despite having prepzred and signed the Uniform Residential Loan Application as the
“Interviewer,” (N.T, 01/25/2008, p. 243; PDB Exhibit 545}

g5, Messts. Fenelle and IV'Elia fired Priedman but did not fire Buchanan for two
reasons: (1) Buchenan denied processing the file; and, (2} Buchanan had already “been
through an ordeal” and Mr. Fenelle found it “hard to believe” that Buchanan would be
involved again becsuse Buchanan knew that if he engaged in “any improprieties, he
raight wind vp in jail.” (N.T, 01/25/2008, pgs. 243-245)

()  Kevin Nolte/Douglas and Kari Payne:

86.  Kevin Nolte (“Nolle™) currently resides at 786 Camster Road, Highland Lakes,

New Jersey, where he has resided since June of 2001, {N.T. 01/24/2008, p. 230)



87, The WNolte file was one of the approximately 400 files that Crossland aud ihe two
Departmen izwestjgétors obtained from Respondeni NorthStar’s files in April of 2004 to
take baclk to their office to review. (N.T. 01/24/08, pgs. 62, 119-120)

g8, The following documents were found in Respondent NorthStar's file pertaining to

Nolte:

v Page?of 2 of a Mortgage Joan disclosure, containing a purported signature of
Nolte, dated 6/3/02 (PDB Exhibit 361);

» Good Faith Estimate prepared May 8, 2002 by Respondent NorthStar, containing
a purported signature of Nolte (PDE Exhibit 362),

« Truth in Lending Disclosure Statement from Respondent NorthStar to Nolte
containing & purported signature of Nolte (PDB Exhibit 363);

» An Agreement for the Sale of Real Estate dated March 20, 2002 between Kal-
Tac, Inc. and Nolte for property known as Lot #209 of Pleasant Valley Estates,
Monroe County, PA af a purchase price of §165,000, containing a purported
signature of Nolte; the pertinent information contained within this Agreement is
written in by hand (PDE Exhibit 364);

e Another Agreement for the Saje of Real Estate dated March 20, 2002 between
Kal-Tac, Inc. and Nolte for property known ag Lot %202 of Pleasant Valley
Estates, Monrae County, PA at 2 purchase price of 5165,000, containing a
purported signature of Nolte; the information contained within this Agreement is
typed (PDB Exhibit 365);

v A commitment letter dated May 24, 2002 from Buchauan at NorthStar fo Nolte
(PDB Exhibit 498);

¢ A Residential Lease Agreement dated June 15, 2002 between Nolte (Landlord)
and Havishka D. Remoo (Tenant) for leased pramises situated al 786 Canister
Road, Highland Lakes, New Jersey (PDE Exhibit 1032);

s A letler dated July 18, 2002 from Friedman to “Whom 11 May Concem” re: Kevin
Nolte — 209 Hemlock Lane, Kunkletown, FA 18038 - stating: “NorthStar
Morlgage hereby assigne all rights and interests in the appraisal of the above
captionad property to Homestar Mortgage Services” (FDB Exhibit 1033},

+ A front copy of a check dated 3/)9/02 from Nolte Logistics LLC, payabie to Kal-
Tac, Inc. in the amount of $3,000 signed by Kevin L. Nolte (PDB Exhibit 1054},

e A front copy of a check dated 4/1/02 from Nolte Logistics LLC, payable o Kal-
Tac, Ine. in the amount of 2,000 signed by Kevin L. Nolte (PDB Exhibit 1035);

s A copy of the cancelled back of a check (PDB Exhibit 1026);

« A copy of a check from Gateway Abstract to the order of Notthstar in the amaount,
of $7.775.00, representing NorthStar's fes income in the Nolle transaction (PDB
Exhibit [071}; and,

o Underwriting Decision/Conditicn Leller {rom CounlryWide Home Loans, Inc.

- regarding Nolte (P13 Exhibit 1075),
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(N.T. 0172472008, pgs. 119-125)

89, Nolte signed a Borrower Signature Authorizalion with Respondent NorthStar to
allow Respondent NorthStar to run his credit lnstory because Nolie had aé'rc‘e.d to co-sign
a mortgage {or Douglas and Kari Payne; the Paynes were friends of Nolte who had the
money to pay a mortgage but who were going through difficult times and did not have
sufficien! credil to obtain a mortgage. (N.T, 01/24/2008, pys. 235-236)

60.  Nolte dealt with Buchanan at Respondent NorthStar whe he came io know
throvgh the Paynes. (N.T. 0172472008, ». 237)

1. Nolte faxed bank statements and other documents, as reguested, to Eespondent
MorthStar to verify assets and income for the purpose of being a co-borrower, (N.T,
01/24/2008, p. 256)

92, The property that Nolte had egresd to co-sign the mortgage on was 209 Hemlock
Lane in Kunkletown, PA. (N T. 01/24/2008, p. 236)

93, Priorto the bearing 10 this matter, Nolte had never seen the Residential Lease
Agreement dated June 15, 2002 between Nolte and Havisha D, Ramoo for isased
premises situated at 786 Canister Road, Highland Lakes, New lersey that was found in
Respondent NorthStar's file (PDB Exhibit 1032); Notte does not laiow anyone by the
name of Havisha . Ramog and has never leased bis home at 786 Canistear Road,
Highland Lake to anyone, (N.T, §1/24/2008, pgs. 231-233)

94.  Molte never enlered into an agreement to build a house with Kal-Tac; Nolte 1s not
faniliar with the Agreements for the Sale of Real Estate between Kal-Tac and himgelf

that were found in Respondent NorthStar's file. (PDB Exhibits 364-363)



93, Douglas and Kari Payne were supposed to be on the mortgage, howsver, Nolte
found oul at closing thal they were nol going to be on (he mortgage. (N.T. 01/24/2008, p.
238)

04, When Nolte vot to the closing, Buchanan explained (o Nolle that only hig name
wauld appear on the mortgage but thal the same “deal” is going to happen: afier a year,
Wolte would just transfar the house out of hig name into the Paynes and he would be
“done with it (N.T, 01/224/2008, pgs. 239-240)

g7. Al closing, Bochanan asked Nolte to write oul two checks “corresponding with
Doug and Kari” for Buchanan to photocopy and then give back te Nolte to void and {ear
up. (N.T. 01/ 24/ 2008, pgs. 237-238, 247, PDB Exhibits 1034-1035)

§%.  The Paynes were present at the closing because they were under the imprassion
that the mortgage was going to be in their names; upon getting there, they, too, were
informed that the mortzage was only going to be in Nolte’s name. (N.T. 01/24/2008, p.
J43)

09, The first time that Nolte et the gentleman from Kal-Tac was at closing; Nolte
was under the impression that if he did not sign the paperwork he would be sued by the
builder because they had gone all the way (o closing. (N.T. (1/24/2008, p. 240)

100, The 209 Hemlock Lane property went into forectosure; as a result of the
vmwMMWmHME%cm&HsdﬁUmmdmmhehmﬁoommnasmmﬁnmﬂy@&(NTF
0172472008, pgs. 243-244)

101, At al} relevani and material times Steve Gatter was a branch manager for
Countrywide Home Loans (“Countnynwide); Countrywide is a lender. (NT. 01/04/200%,

pus. 357-359)
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102, Countrywide has a written agreemeni with all brokers with whom it does

business; Countrywide will only receive documents from & broker with whom 1t does
business. (N T. (170472008, pgs. 359, 362)

103,  Two Uniform Residential Loan Applications were submitted by Respondent

* NorthStar to Countrywide in connection with the Nolte loan transaction (PDE Exhibits
1073 and 1074). PDB Exhibit 1073 represents that the “interviewer” was Buchanan: PDIR
1074 vepresents that the “interviewer” was Friedman. Both loan applications identify
Nolte as the borrower, (N.T. 01/04/2008, pgs. 376-378}

104, The significance of a residential jease to Countrywide means that a borrower
might be renting a place where they live or they may own {nvestment properties and have
tenants Hiving in those investment properties; iT tenants are living in investment

properties, the resideptial leases wouid affect th_a income calculation. (N.T. 01/04/2008,
p. 362)

105.  The sigmificance of having & copy of the deposit check for a purchase money
transaction in 2 mortgage transaction file is that it verifies to the lender that the

borrower’s deposit money as refiected on the agreement of sale was actually paid, (N.T.

01/04/2008, pgs. 370-371)
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CONCLUSIONS OF 1AW

[ The Secretary has jurisdiction aver the Respondent NorthSlar in this matter.

(Findings of Faci No. [-4)

2. Respondent NorthStar was served with a copy of the Department’s “Motion io
Svspend License Pending Full Hearing on License Revocation and Motion to Refuse to
Renew™ and was granted an opportunity to be heard in accordance with the
Administrative Agency Law, 2 Pa. C.5, §504. (Record and Transcript, puseim)

3. Tl}e Department iz authorized under se-cticms 313(a) of the Mortgage Banlers and
Brokets and Consumer Equity Protection Act, 63 P38, §456.314(a), t0 suspend, revoke or
refuse to renew any license issued pursuant to the Act after gi\;in 2 30 days® written notice
to the license, stating the contemplated action and the reason theretore, if the Departiment
shal] find, afier the licensee has had an opportunity to be heard, that the licenses has,
imter alin, engaged in unathical practices or conduct in connection with the mortgage
business. 63 F.5. §45§,314(a)(5).

4 The record of this case is replete with evidence that Respondent WorthStar
through its owners, agents and/or employeces engaged in unethical practices and conduat
in connection with the mortgage business. (Findings of Fact Nos. 1-1035)

5. The Department ias demonstrated through credible, competent and significantly
compelling evidence that the Department has just cause to refuse (o renew Respondent
NorthStar’s first morigage broker’s license, license number 3419, and 1ts carresponding

braneh office license, Jicense number 3419.001. (Findings of Fact Nos. [-103)



6. The Department has demonstrated through credible. competent and significantly
compelling evidence that Respondent NorthStar’s first mortgage broker's license, license
pumber 3419, and its corrasponding branch office license, license number 341 9.00)

should be suspended indefmitely. (Findings of Fact Nos, 1-103)



DISCUSSTON

Thiz sole issue before the Secrstary of Banking in this bifurcated proceeding s
whether sufficient evidence exists 1o supporl the Depariment's “Motion (o Suspend
License Pending Full Hearing on License Revocation and Mation to Refuse to Renew”
(hereinafler “Motion to Suspend and Refuse to Renew™).

The Department derives its authority to suspend a license or to refuse to renew o
license from seelion 313 of the Mortgaze Bankers and Brokers and Consumer Equity
Protection Act, 63 P.S. §456.314(a) (“Act™), which provides, in periinent part:

§43G.313. Suspension, revocation or refusal

(a) Departmental action. The department may suspend, revoke or
refuse io renew any license issusd pursuant to this chapter after
aiving 30 days’ written notice forwarded to the licenses’s principal
place of business, . . . stating the contsmplated action and the reason
therefore, if the department shal] find, after the licensee has had an
opportunity to be heard, that the licensee has:

{5) Engaged in dishonest, frandulent or illegal practices or conduct
in any businzgs or unfair or vnethics) practices or conduct in
connection with the mortgage business.

(14) Demonstrated negligence or incompetence in performing any
act for which the licensee is required to hold & [icense under this
c:]waq.nrt\er.q

As the procedural hisiory of this case reveals, the Department’s Motion to
Suspend and Refuse o Renew is part of a larger consolidated proceeding that involves

additional named Respondernts. However, because of the gravity of the allegations in the

consolidated proceeding and the time wvolved to ensure that each named Respondent i

* Subsection (b} of this seelion authorizes the Deparhment o subsequenlly reinstate a ficense which hag
been suspended ar to rencw a Heense which hus proviousiy been refused for renevel il the condition which
warranied the origingd action hag been eorrecled and the depariment hag reason Lo believe that such
conditinn 15 not likely w occur again, 63 P80 8450, 3150},

oy,
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provided a due process hearing to defend againsi those charges, the instant matter, which
addresses only five consuter loén files, was bifurcated from that proceeding so that
appropriate action can be taken by the Department against the licensed mortgage broker
1'10\;«, if necessary, to protect the public interest.

The alleged conduet thet is af issue in this proceeding s et forth in Paragraph 23
of the Department’s Motion to Suspend and {0 Refuse Renewal, and 15 limited o the

following matlers:

a. The alteration of a down-payment check in the matter of the
Aults to defraud the lender into believe that $40,000 was available
to the Aults for purpose of a $30,000 downpayment with funds stil)
available for closing costs;

b, The alisration of the down-payment check of the Ault’s for
purposes of simulating & down-payiment by an unrelatad person in
an unrelaled transaction (Nau);

¢, The alteration of the bank statement of Luckson Etienns for the
purpase of supporting 2 gift to Dexroy Millings. a person unknown
to Luckson Efienne.

d. The fabrication of & gifl letter and forgery of the signature of
Luckson Etienne for the purpose of defrauding the lender into
providing a loan to Dexroy Millings by giving the appearzmc:e that
he had sufficient funds for 2 down-pavment;

e.  The falsification by alteration of & credit union account
statesnent by placing the name of Ronnie Jackson on an account that
belonged to a person wrelated and unlnown to Mr. Jackson, and
unrelated to the morlgage transaction, for the pwrpose of defrauding
the Jender that Mr. Jackson had funds available for a daown-payiment
and closing costs;

f. The falsification by alteration of the W-2 income documents of
Ronnie Jackson for the purpose of defrauding the Jender that Mr.
Jackson hud the income to support the repayment of the mortgage
loan;

. The creation of false informalion regarding a property thal was
conlracted to be bl purchauset! and oecupied by Douplas and I<ar
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Payne by providing the front of two dumnmy checls written by
IKevin Nolte, an individual that had offered to co-sign for the
Payne’s mortgage, which checks were never cashed. At the same
time, copies of the cancellation marks on {lic back of checks actually
written by the Paynes for their downpayiments wers provided (0 the
lender. The fraud was further perpetrated by providing a fake
residential lease agresment for the real home of Kevin Nolte so that
Mr. Noltg could qualify for the mortgage on the home Lo be
nceupied by the Payne’s.

The preceding Findings of Fact encapsulates the evidence that was presented by
the Department during the three-day hearing on the matiers addressed in 1(s Motion to
Suspend and Refuse o Renew,” Whether the evidence is weighed individually by
consummer loan file, or collectively, it comprehensively supports the Department's desired
result because am' one of these allesations, if supported by competent, credible evidence,
substantiates & finding o negligshee and unethical practices or condust in connection
with the mortgage business and is grounds upon which the Department may suspend
and/or refuse to renew the license of any licensee under section 313 of the Act. 63 P.S. §
436.314(a). The evidence presented is competent, credible and substantial in all respects,

The record establishes that the Department’s i;]%restigation of Respondent
NorthStar originated in April of 2004 as a rasult of the conviction of Keith Douglas
Buchanan, one of Regpandent NorthStar's employees. Buchanan adimitted to having
forged a $36,000 gift letter, which purported to be from one Thomas Pagliaro,® in support
of the Kelly and David Wau loan transaction. The criminal investigation revealed that

Pagliaro’s personal M&T Bank statement was used by Buchanan to perpetratc the fraud

* Aithoupgh the evidence presented during the three-day hearing ineluded lestimony and documentary
evidence on maliers beyond that which is the subjeel of the Motion o Suspend and Refuse lo Renaw, the
additionnl evidenee was presented, upon agreemen( of the parties, i the interes! of judizial economy, so
that the same wilnesses would not have Lo be re-calied during die subsequent hearing on the conschidaled
mallers addressed in the Dopartimant's Orders (o Show Cause, Only evidence thal js pertinent 1o the Moliun
Lo Suapend or Reluse o Rencw was considared e gurposes of tix delerminagion.

agliarn was o congumer hat wsed Respandent NerhBiar's servicus previously,
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of the 2ift Lo the Naus, In additien, a First Union check in the amount of £36,000 payable
to Gateway Abstract begring account number 102000979 wlnch purporied to represent
downpayment money in the Nau transaction (PDB Exhibit 1025) was alleged, during the
Nau crimmal investigation, to be a forgery.

Crossland testified that the Departmens began its investigation of Regpondent
NorthStar by meeting with Messrs. D'Elia and Fenelle al NorthStar's principal place of
business af !.236 Main Street, Hellertowtn, FA and going through NorthStar's files.
(Despite Buchanar's earlier conviction, Buchanan was still employed by Respondent
NoithStar at this time).

According to Crossland, the first file that he opened, the V\’jalker/}\/l cClain file,
confained a Certificate of Authorjzation that bore & sienature Tor Mrs. Walker thai had
been cut out of another document in the file and taped over what eppeared 10 be another
signature for Mrs. Walker that had been spelled incorrectly; the tape wag still there,
Crossland spoke with Mr. Fenelle about the file, but, Mr. Fenelle had no responsc as io
wha! had ocouwrred. (N.T. 01/24/2008, pgs. 58-59)

Crossland testified that as a result of this finding, the Department’s investigators
seized approximately 400 loan files from NorthStar and took the files back to their affices
(o review. The Ault, Jackson and Nolte files, which are the subject of this proceeding,
were all collected as & result of thal meeting. The Millings/Reynolds matter
mdependently was brought o the atlention of the Department by the Chicf Credil Policy
Officer for Ametican Home Bank after an audit of that Jender file discovered thal a

fraudulent gift letter had been submitled by Respondent NorthStar in support of thai loan,



As the evidence imparts, each of these loan files contains the indicia of deliberate, artful
deceplion.

Steven and Irena Ault

The Ault file was of particular intersst to the Department’s investi gators because
an officia) checl drawn on First Unien (PDB Exhibil 1026) that contained the same
cheek number and the same account number as the check that was thought to be a forgery
in the Larry Nau transaction was found in the Ault file. Upon closer serutiny of this file,
Departiment investigators discovered ofher irregularitics.

Pertinent to this proceeding, Crossland noticed that some of the file documents,
including two gift letters, appeared to contain photocopied, i.e., identical signatures. One
gift Jetter was in the amount of $30,000; the other gift letter was in the amount of
$10,000. As the evidence reveals, only one gift of $30,000 was given to the Aults by Mrs.
Ault's parents; ag in the Nau matter, the second gift Jetter in the amount of $10,000 had
been fabricated.” Doug Buchanan, along with Kim Friedman, were responsibie for this
iqaln file. Unfortunately, the lender, Washingion Mutual, relied upon the existence of both
of these gift letters to cloge the toan.

Respondent NorthStar argues that the Ault transaction “is  classic case of
“buyer’s remorse” in which a buyer purchases 2 home that he later determines he cannot

affard * Rathey than lake financial responsibility for his contractual obligations, he seeks

The Pennsylvania Stale Police Crime Lab subsequently confirmed that the sipnatures appearing on the twa
uiff letters matched up exzclly and therefore originated from a common SOUIGE signature,

* Fesponden! WorthStar also generally defends againg! (he Deparunent’s aclions as a whole on (he basjs

thal NorthSlar and it cnployecs and ex-employzes werc served with subpoenas glarting in December of
2006 which disslosed (hat the Department’s inveatigalion revesled many violations of the PA Ranking
Cods, ug well 8y ¢riminal aots, Accerding o Responden! MorliStar, he Department’s invastigalion violaled
seelion 202 af the Zanking Code wiieh pealiilals the Deparbnent through il employees fram gublishing ar
divalging o anvone any information conlaingd in or aseerfpined from any examination or invesligaiion
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to hlame the lendsr and/or the broker Tor his financial woes.” (Post Trial Submission of
NorthStar Mortgage, unnumbered pages 3 and 4), Although Messrs. D*Elig and Fenelle
concede that the gifi lstter was “fabricated presurnably by Doug Buchanan and/or 1im
Friedman,” they claim that it contained no “cut or pastes™ or “white-outs™ that would
have alerted Messrs, Fenelle or D'Elig to suspicious conduct, (Past Trial Submission ol
NorthStar Mortgage, unnumbered page 4) In addition, Respondent NorthStar argues that
the gifl was sither venfied or accepted by the lender or the gift was not used at all
beeauss il was not necessary 1o consummatie the transaction. {PPost Trial Submission of
NorthStar Mortgage, vnnumbered page 10).° This defense is disingenuous and meritiess,

Drexrov Millines/Fiona Clavion Reviolds and Simone Clavion:

Similar to Mo and Awly, the Millings/Reynolds transaction also involved &
freudulent oift lstier, as well ag an altered bank staternent,

The evidence reveals that fellowing its own internal investigation, American
Home Bank determinsd that the gift letter and accompanying hank statement that were
submitted by Respondant NorthStar in support of this loan were false, The purported
danor of tﬁm pift {Luckson Etienne) did not know Millings and did not authiorize any gift

funds to anyone: Millings did not know Mr. Etienne.

made by the Departmenl. However, as the Department resprondg, the Departmen is the regulalory arni of
the Commenwaalth wilh respeci Lo g licensess, AE such, the Department is aulhorized to 15sue subpocnas
for the production of destintents and niformation of any kind upon alficers and employses o any
vorporacion, ingluding any licengee. 71 7.5, §733-401.F. A licensee of the Deparlmenl who is & sugpect in
alleged wrangh! aclivity and who is ssrved with a subpoena nceds Lo be informed of the serious nature of
the maller for which he/she 16 being requested Lo pravide infonmation in arder o respond (o the subpoena.

* Respondent NorthSuar spends congideralle lime discussing other evidence regarding the A ull transaclion
pertaining o Good Faith Estimates, Truth in Lending and other Disclosures and the Agreement for the Sale
of Real Eslate; however, (hese matieis are not at jssue in this bifireated procecding. The Drpmhmnl
ation o Suapend and Keluse © Renew is Hmited o the mallers specifically enisnersled in (he maotion,
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Messrs, D'Elia and Fenelle do not deny the exisience of the fraudujent wift letter
that was created andl submitted o American Home Bank ag part of the Millings/Reynolds
loan transaction. However. similar to their defense in Auw/t, they blame this deception on
Kim Friedman, who they claim was the original processor for this loan. Messrs. D'Eiia
and Fenelle claim that, they, as owners, would not have processed this ioan or submitted
documents on the loan."" They further claim that even though the bank statements of
Luckson Elisnne were used without his permission to assist Mr. Millings in obtaining and
qualifying for financing, the bank statements were not obtained by NorthStar.”’ Lastly,
Messrs. D°Elia and Fenelle argue that they took appropriate steps when they learned of
this matier by firing Friedman in September of 2005,

Ronnie Jacksomn:

The Jackson file was one of the approximately 400 files that the Depariment
investigators obtained from Respondent NorthStar’s office 1n April of 2004. This file
contained two differens sets of pay stubs for lackson purperting to be from 1-800 Flowers
and two sets of W-2s. One szt of pay stubs and corresponding W-25 showed an hourly

rate for Jackson of $8.37 and total wages in the amount of §11.264.41; the other set

" Jowever, the Joan doevments submilled 1o American Home Bank i support of this loan reveal thal M.
Fenelle was involved in communications with an underwriter al American Home Bank. concerning
questions thal she had during her evaluation of the toan applicalion package. (PDB Exhibits 574-575)
Buchanan ~ not Friedmao - wag the “Interviewer™ Tor the Uniform Residentia) Loan Application (PDR
Exkibit 5373 1ara Bejar, another NorthStar employes al the time was a Processer (PDB Exhilit 573); and,
prior (¢ the closing of s rransaciion, Notwithstanding Buchanan's previvus {argery convietion in
connection with a fraudwlent gifl iatier, and Buchanan's apparent involvement with the file as evidenced by
the Uniform Residentsl Loau Application, only Fricdnan was terminaled,

" Respandent North$lar secks Lo place blame on M. Milings himsel for this submission. According (o
Raspondent NorthSlar, "Mr. tMillings’ lelephanic lestimony, duriag which be was improperly speaking
with gnie or more umdentfed individuals in (he room with him, makes it jusl as probable thal Mr. Millings
or ane ol his accomplices oblaingd My, Llienne's fingasial information through tmproger means.” (The
Puyst Triad Submission of Respandenl NorihsStar is not paginaled; however, this parficular quote appears on
page 22 of it submission).



showed an hourly rate for Jackson of $20.56 and total wages 1 the amount of

H41,837.49,

The gvidence reveals thal the Uniform Residential Loan Application in this matier
was submitted by Resl;c1(*1dc11t NerthStar through Buchanan to Irwin Mortgage, The ioan
application represents that Jaclson was a manager at 800 Flowers, with a gross monthly
incomre of $3,563.00 and tlhat his source of funding for his down payment/settlement
charges included $25,000.00 of available funds in his checking/savings cradit union
account. In reality, Jackson had no credit union account; he was employed by 800
Flowers as a forldift operator — not 2s a mmenager — and, his wagez in 2001 and 2002 were

only $11,363.12 and $15,822.27, respectively. Unfortunately, Irwin Mortgage provided a

a1

loan to Jackson in the amount of §$140,000.00 based, in part, on false infonmation
provided by Respondent NorthStar that Jackson’s annual income was §4],837.49 - not
$11.,363.12, and that Jackson had available funds ip his credit uvnion account wher, in

Tact, no such account existed.

Similar to its defense in relation to the Awir and Millings/Revnolds matters,

Respondent NorthStar argues:

.. the fabricated payroll information for Mr. Jackson was not, and
would not have been, readily apparent o Mr. Fenelle or any other
seasoned mortgage brokey upon a routine audit of the file, Netther
Mr, Fenelle nor Mr. D°Elia are handwriting experts, and as the stale
police witness admitted at trial, many of the suspect doguments
required sophisticated lab equipment and extensive training by a
handwriting expert to determine whether or not these and other
docurmnents had been altered. Thus, while sanctions against Mr,
Buchanan and/or Ms. Friedman may be appropriate, attempts Lo
penalize NorthStar and i(s owners without any evidence of
knowledge or participation in these isolated events ocournng several
years ago is enlirely inappropriate.

(Posl Trial Submission of NorthStar, tast page)



Kevin MNotte/Douclas and Kari Pavne:

The alleged misconduct at 18sue with respect 1o the Nolte matler relates 1o two
dummiy checks that were allegedly provided to the lender in support of a loan jor
property situate at 209 Hemlock Lane, Kunkletown, PA that was to be purchased and
oceupied by the Paynes, and a fake residential lease agrezment tha( was allegedly
provided to the Jender so that Nolte, who had agreed to co-sign the mortgage with the
Paynes, could qualify for the morigage.

Kevin Nolte lestified that the Paynes were fiends of his who had money to pay a
mortgage but did not have sufficient credit {0 obtain a mortgage. Nolle testified that he
agreed fo co-sign a mortgage for the Paynes and dealt with Buchanan at Respondent
NorthStar throvghout the process. According to Nolie, he faxed bank statements and
other documents, as requested, to Buchanan to verify his asseis and incame for the
purpose of being a co-horrower,

The first time that Nolte saw the Restdential Laase Agrsement fhat was subimitted
to the lender in support of this lcan was at the hearing on January 24, 2008. When shown
the Agreement, fie was clear]y surprised. Nolte testified that he has never leased his home
to anyone and does not know anyone by the name of Havisha D. Ramoo (the named
Tenant on the Residential lLease Apreement). His testimony was credible.

According {o Nolte, priot to closing both he and the Paynes understood that the
Paynes would be on the mortgage: however, at closing, all three leamed differently,

When Nolte got to the closing, Buchanan approached him and explained to him that only
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his name would appear on the mortgage.'” At this same Ume Buchanan asked Nolte to
write put two checks “corresponding with Doug and Kari™ for Buclanan Lo photocopy
and then give back to Nolte 1o void and tear up. According (o Nolle, the closing was “a
big rush to get everything signed.” (N.T. 01/24/2008, p. 240) Nolte went through with the
closing and signed documents that he was instructed to sign because hie thought he would
be sued if he did not consummate the transaction at the time of closing. (W T, 01/24/2008,
p.240)"

Predictably, Respondent NorthStar blames Nolte for the wrongs that occurred in
connection with his loan closing. According to Regpondent NorthStar, Nolte should not
have signed false down payment checks when he did not malke any sueh down payment.
Indzed, the common theme throughout Respondent NorthStar’s defanse is that any
wrongdoing in connection with the loan files at issue was done sither by Buchanan or
Friedman or by someone other than Messrs. D’Elia or Fenelle. According to Respondent
NorthStar:

For nearly three years, the Department. , . has embarked on an
unprecedented ‘scorched earth’ prosecution te connsct the principals
of Nosthstar, Messts. Paul Fenelle and Leonardo D'Elia, as we!l as
several other employees, 1o isolated improprietiss committed solely

by Daug Buchanan and Kim Fn edman.

Respondent NorthStar further argues:

.. bis clear from the evidence al the three day trial thatl Northstar’s
principals, Messrs, D'Eha and Fenclle, had absolutely ne

lj ' . [ kL) !
* According (o Nolle, Buehangn Lold him (hal the same “deal” would transpired. Afler a year. Nolie would
just lransfer the house oul of his name into the Paynes and he would be “done with iL” (M. T. 01/24/2008,

fEs. 239-240)

" Unfortunately, ag the record reflects, the 209 Hemlock [ane property subsequently went into foreclosure;
Nelie's eredit hays been destroyed,

" post Trial Submission of MorthStar, un-nombered page 1.
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involvement with any of the four loan files or interacted in any way
with Doug Buchanan or Kim Friedman concemning these files, prior
to closing. It is also clear that, while neither My. Fenelle nor Mr.
D’Elia reviewed or audited any of the four files prior to closing,
there is no lezal requiremenl imposed on them as principals of the
company (o d¢ so. .

Unfortunately, whether Messrs, D'Elia and Fenelle actively parficipated in the
fravd and deceit of their employees or had no knowledee of it at all is immateria).
Regardless of their knowledge or participation, the longslanding and time-honored rule of
law in this Commonwealth and elsewhere is that they are responsible based upon the
following tenet:

2 principal 18 [iable to inmocent third parties for the frauds, deceits,
concealments, misrepresentanons, torts, negligences and other

malfeasances or misfeasances of his agent committed in the courss
of his employment, although the principal did not authorize, justify
or participate in, or indeed know of, such misconduct, or even if he

forbade the acts or disepproved of them.

Aiello v. Ed Saxe Real Estate, Inc. 508 Pa. 553, 499 A.2d 282 (1985).'°

14,

" In Aicllo, our Supreme Court referenced a body of case law in Pennsylvania and sister jurisdictions
spaining neatly 200 years that support this well-defined rule. Pemsylvania cases on point include the
following: Bechnren v, Monte, 326 Pa. 289, 192 A 2d 485 (1937); Fregdmean v. Providence Washingion
Ins, Zo., 182 Pa. 64,37 A, 900 (1897); DeTruck v. Marz, 180 Pa. 347, 36 A. 861 (1897); AdeNeiie .
Cridland, 168 Pa. 16,31 A, 939 (1893); Independent Bidg, & Loan Assn, v. Real Exwie Title ing. & Trusr
Co, 150 Pa, 81,27 A 62 (1893); Griswold v. Geblie, 126 Pe. 353, 17 AL 673 (1889): Brooie v New Yari,
LE & WRER., 108Pa 320, 1 A, 2006 (1385); Erie Citv fron Waprks v. Berber and Co., 106 Pa. 125 (1884);
Cuxten- v, Tieusville Gay & Insurance Co., 023 Pa. 381 (18697, Shathamer v, Thomas, 7 Serp, £ 1 106
(1821); Phoenix Insurance Co. v Prad, 2 Binn 308 (1R10). Arlelivat 339,499 A 2d a1 285,

Casgs front sisler siates which stand Tor (he propogition thal principals are responsible for their agent’s
mistepresenlations thal are made within the scope of employiment inciude: Alabama: Brermen v, Kent, 206
Ala, 561, 90 Sa. 790 (1921); Aricansas: Faught v Faddosk, 98 Al 10, 125 5 W, 33101911y,
Connecticut: fKys v Auim, 132 Conn. 593,46 A 2d 337 (1946); Delaware: Wehsterv. Palm Beach

Ovegn Realtv Co., 16 Tel. Chu 15, 139 AL457 (1927 Florida: Pajfer v Stecnburg, 66 Fla. 555, 64 So. 265
{1914y, Georgia: Pucket v Reeve, 205 Ga. 716,48 5.5, 2d 297 (1948}, Hawali: ””C}?i‘l{ Chan v Al Yang, 9
Haw. 346 (1RE3); Tdaha: Oregon Margage Co. v. Reiner, 96 F, 2d 429 (1938) (CA $™11dahe; i{entucloy:
Retler v Robersy, 33 Ky, LIL 221109 5.0, 903 (1908) Minnesota, Lang v Mearvagh, 96 Minn, 437, 103
MW, 415 (1905); Mississingpi, Alexander v, Meek, 132 Miss, 298, 96 So. 100 (1923); Montana: sdeCoartis
v Lineofn Green, [pc., G20 T2 1220 (1980, MonG); Nebraska: Hoock v. Bownign, 42 Neb. B0, 60 MW,
IR0 (1894); Nevada: Bank of Nevaela v Butler Awetion, 96 Mev. 763, 616 1. @ud 398 (19280 New Jersey:
Chapin v, hreps, DL 424, 147 AL 398 (1929% Novth Carolina: Zohs v S0 Lawdy Unéon Vst Co., 199
PLC, 242, 1AY SRS (1930 Oklahonui: Move v Meran, 23 Okia, 500 102 10 128 11900); Vennessee:
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The rationale behind this rule is baszd upon public policy considerations. As the
Arello Courl explained:

This rule of ligbility 18 not based upon any presumed authorty in the
apen! (o do the acts, but on the ground of public policy, that it is
more reasonanle that when one of two mnocent persons must suffer
from the wrongful act of a third person, thal the principal who hag
placed the agent in the pesition of trust and conTidence shouid
suffer, rather than air innocent stranger. .

This result can be reached similarly on the familiar ground that
when an agent exceeds his authority, his principal canmot benefit of
his acl and al the same time repudiate hig authority. He must take the
benetit to be derived from the transaction subject to his ageni's
fraud.

Aicllo al 359-500, 409 A, 2d at 285-286 (citations omitted).

Here, it was, in fact, Messrs. D*Elia and Fenelle's lack of knowledge and lack of
supervisary oversight of their employees ' activities which coniributed largely to the
wrongful and unethical practices that were allowed to be perpetrated by NorthStar,
through its employees, upon the public. Messrs, I'Elz and Fenelle lad a duty to inform

themselves of their employess’ activities, Indead. that duty became heightened the

moment that Messrs, D'Elia and Fenelle chose to allow Buchanan to continue in his

Caughron v, Stinespring, 132 Tenn, 636, 179 S.W. 132 (1813); Utah: Dugan » Jonzs, 615 P.2d 1239
(1980); Vermont: Greenough v, U.5. Lifz ins. Co. of Cifv of New Yark, 96 Ve 47, 117 A 332 (1921); West
Virginia: Johnson » Norfollo and W Rv. Co., 82 W, Va. 692, 97 §.E. 189 ({218); Wyoming, Wilson v,
Rogers, | Wyo, 51 {1872). Aicllo al 562, FN 5, 409 A 2d a1 287, FN 5.

Similar Lo Pennsylvania, the following cases from other jurisdictions hold that a principal (s respousible for
misrepresentations of his sgenl regardless of the principa)’s knowledge that the stalements had been made:
California! MewComb v, Tirle Cugranree & Traest Con, 137 Tl App. 329,21 P, 2d 456 (1933); Hiinuis:
Handelman v. Arquilla, 407 11, 552, 95 W.E, Z2d 910 (1950; Kansas: Rush 1 Leovil, 99 Kan. 498, 162 7.
310 (1917);, Louisiana: Henderson v, Western Marine & Five fns. Co., 10 Rob. 164 {1B45)(LA):
Marytand: Tome w. Pariershurg Brancr R Co. 39 Md. 36 (1873}, Massachusetis: Hewe v Johnson, 236
Mass, 37¢, 128 N.E. £34 (1920); Michipan: People v. Genither, 218 Mich. 289, 1R7 N.W, 24 (1932);
Missouri: Laire v Keithler, 200 S W, 1138 (Mo)(1918); New Mexico: Thromy v Block, 43 N, 017, 86
. 2d 938 (1937); Ohio: Meddahan v Spiczer, 28 Ohio App. 44, 163 ™LE, 37 {1928); Oregon: Copeland v,
Tweedle, 61 Qv 303, 122 P, 302 (1912} South Dakota: Rusmussen v Reeev 14 510015, 84 NW_ 205 .
(1900); Texas: Stowe w. Wooten, 82 5.W. 87 (Tex. Com. App.) (J933) Virginia: Jefferson Standard Life
Iy, Co. v Hedreick, 181 Va. 824, 27 505 198 (1943}, Wisconsin, Levw v Grant, 37 Wig, 548 (1875). diello
al 562, 199 A2 &l 287,
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employment and to represent NorthStar after he pled guilty to forgery in connection with
the Naw transaction.

Frances Bedekovic, the Chief Credit Folicy Officer for American Home Bank,
one¢ of the lenders that was negatively affected by these wrongs apily explained the
consequences of such fraudulent activity on the mortgage industry:

The harm involved in these types of situations of falsification of
documenlation, falsification of information, affects everybody
involved in the transaction. Tt sumply touches the consumer, it
touches the individual companies involved, it fouches the lender, it
touches (he end investor, it fouches the end holders of the mortgage
hacked securities; in this case, from the consumer perspective,

the. . . folks involved in the Millings’ transaction, we stopped
fonding the Joan. They could not complete under American Home
Bank the construction of the property. . . From the overall lender
comnunity, the cost and expanse to investigate and the cost to
prosecute. The integrity of the overall industry. When a lender selis
a loan to another company their reputation 1g on the line of
providing good services and the right practicss, and thet is 2 good
assel to be sold, It's packaged up with other asssis and a certain
expectation of performance of the portfolio ocours, You've got. . .
retirement fonds being invested in those mortgage backed securities.
That's for the long-tenn protection of retirees. You've got . ..
eountrizs; yon've got other people investing in those products -
individual investors with expectations of & certain performance. 1t
sounds like only one transaction, but the ripple effect and the culture
to accept this type of behavior has got to stop in the industry. It just
just has to stop.

(N.T. 01/04/2008, pgs. 167-1687
Here, the impropristies that occwrred in connection with the loan transaction files
al issue were not, as Respondent North3tar claims, “1solaied impropriefies.” On the
contrary, a pattern of debauched trickery at the cost of innocen( parties, the pubfic and the
induslry al Jarge was ongoing under the much neglectful eye of Northstar's principala,
Unfortunately, the testimony of Messrs. I 'Elia and Fenelle in defensc of Uheir

aclions is tedling of the poor judgment and lack of due diligence exbibited by them in the
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aftermath of Buchanan’s conviction and lends support to the relief sought by the
Department in 1ts Motion to Suspend and Refuse to Renew:

Question; S0 in terms of taking a look at the filex after Mr.
Buchanan's convietion, would that have been your regponsibility?
BvMr. D'Elia:  Actually, ] think Pau) might have done it more.
U'm nol sure ] actualiy Joolked at the loans. (N.T. 01/25/2008, p. 393-
154)

Question: Did you make a cancerted effort to detenmine if there
were any 1ssues with any of the other files in your office? (N.T.
01/25/2008, pgs. 394-393)

By Mr.D’Elia;  Yes. (N.T. 01/25/2008, p. 395)

Question: And what were those efforts? (N.T. 01/25/2008, 1o, 393)
By Mr.D'Elia:  Well, no. That’s something you would have te
agk Mr. Fenelle, (NT. 01/25/2008, p. 395).

Question; Well, I was asking you if you made & concerted effort?
(N.T. 01/25/2008, p. 3935)

Bv Mr. D'Elia:  No, 1did not. . . I did not get involved in looking
at files so much. (N.T. G1/25/2008, p. 395)

Similarfy, when Mr. Fenelle was questioned why Buchanan was not tenninated
along with Friedman when the false pay stubs and W-2g were discovered in the Ronnie
Jackson file afler Buchanan had already pled gulite (o forgery in connection with the New
matier, Mr. Fenelle responded; “[Doug] denied processing of the file; it was Iim
Friedman who was involved in processing of the file.” (N.T. 01/24/2008, pgs. 243-244)
When further questioned about other reasons that Mr, Fenelle did not fire Mr. Buchanan
after learning of the Ronnie Jackson file, Mr. Fenelle responded:

Well. . . he had alveady been through an crdeal [the forgery
conviction]. ! waould find it hard to believe he was - - - he was on
probation. He knew that any improprieties, he might wind up i1 jail
or some tyne of severe sanction against him. . .. We weighed the
optiong. Kim did admit to processing the loan. Her response was

much less definitive than Doug’s. And we decided Kim had to go,
(N.T. 01/25/2008, p. 245)

As he foregoing 1ustrates, despite Buchanan’s conviction, Messra. D'Elia and

Tenelle chose 1o cast 2 blind eye o the sea of files worked on by Buchanan and gave him
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carte blanche authorty to do as he chose, The integrity of the loan files initiated and
worked on by Buchanan was not even questioned.

The Department is chargad by law with responsibility for regulating mortgage
brokers, such as Respondent NorthStar. Unfortunately, under current law, there are no
sducational vequirements a8 2 prerequisiie to becoming licensed as a mortgage broker; all
that is required of an mdividual or a company that secks (o become licensed as a
morigage broker is to pay the license application fee and meet minimal other
requirgments. Sirilarly, in order to renew a license, all that is required is the payment of
e fee.”

Fortunately, the legislature has determined that in instances where the Department
has determined, following & due process hearing, that a licensee has engaged In unethical
practices or conduct in conmection with the mortgage business, or has demonstrated
negligence in performing an act for which a license 13 required, the Department may
rafuse 10 renew and suspend that license. That is the relief the Department now seeks.

Under the facts presented, the Department would be‘ remiss in 1ts responsibility to
the public and the remulated community (o allow Respondent NarthStar to continue to be
entrusted to hold & first mortgage broker's license in this Commonwealth at this time.

Accordingly, the following Order is recommended:

"™ )nder current Jsw, the Department 14 alsa prohibited from making cerlain inforpmation, such as .
invegtisations and enforeement actions public information until & fnal decision or & cousen! order iy issuel.
T1P.8. §733-302,A02). Thus, even 10 inslances where the Depariment Kiows otherwise, e Department
canwtd diselose mformation (o the public to proteet cossumers or the tegulaled indusiey at large from

wrengful actions by o hoonsen,
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COMMONWEALTH OF PENNSYLVANIA
DEPARTMENT OF BANKING MoBKAY 1S PH 10T

o0 [T CF UG
Commonwealth of Penusylvania, Pk
Department of Banking,
Bureau of Compliance, Investigation

And Licensing, ! Docket No, 070017 (O8C)
Petitioner : Docket No. 070027 (O5C)

V8, : Doclket Na, 070028 (OSC)

! Docket No. 07(H129 (O5C)

NorthStar Mortgage, L.L.C., : Docket No. 070033 (O5C)
Paul Fenelle and Leonarde D'Elia, ; Docket No. 070035 (OSC)

Owners, Keith Douglas Buchananm,

Kimberly Friedman, Duane Beers,

Michael Gilbert and Jenigue Chang,
Respondents

PRQPQSED FINATL ORDER

AND NOW, this 19" day of May 2008, based upon the foregoing Findings of
Fact, Conclusions of Law and Discussion, it 1s recommended that the Department ghall
REFUSE TQ RENEW the first mortgage broker’s license, license number 2419, and its
corresponding branch office lieense, license number 3419.001 heid by NorthStar
Mortgags, upon expiration of the license on June 30, 2008; it is further recommended that
the first morlgage brolier’s license, license number 3419, and 1ts corresponding branch
office license, license number 34)9.00! held by North&tar Morigage, shall be

SUSPENDED INDEFINITELY.

— b

fcfclcie.,w lest Lutz
Tearing Officer
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