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AND NOW, this '7 - consideration of the Motion to 

Suspend License Pending Full Hearing on License Revocation and Motion to Refuse to 

Renew (the "Motion") filed by the Department of Banking, Bureau of Compliance, 

Investigation and Licensing [the "Bureau"), 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 Beanng Officer Jackie Wiest 

Lutz, Esquire, and the recolnmendations set forth therein, it is hereby 

ORDERED and DECREED that: 

1 .  The Bureau's Motion is GRANTED; 

2. Thc Hearing 0ffice1,'s Proposed Report and the findings of fact and 

conclusions of law contained therein are ADOPTED in the~r entirety; 



3. NohStar's first mortgage brolcer'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 os prohibit 

the continuation of these proceedings on the Bureau's remaining claims for relief against 

NohStar. 

By: 

I Subsequent. to Secretaw K~aplan's confirmation as the Smrerary of Banking, Craig Herroid's 
appointment as adjudicator by Victoria A. Reider, Acting Secretary of  Banking at the time, was rescinded 
by Secretary Kaplan. 
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PROPOSED REPORT 



Tile I\4otion Lo Suspa id  and ReFuse l o  R e r i e \ i ~  1 ~ 3 s  fi lcrl by the i l c p a r t m e n ~  

subsequent to the. issuance o fseparo le  Ordel-s to S h o ~  Causc egninsl R e s p m d e r i t  

I.lortllStal- 2nd l11e rrther inrli\~iduaIly 11iu11ed ~ e s g o ~ l d c a t s  c a p t i o ~ ~ c d  to this m a t t e r ,  fol- 

~iurl,oses o f  e):lreditiug r; decision, follotvi~i:! rmt ice  nncl an o p l ~ o r t u n i t y  10 be heal-cl, o l i  

\vhetRer or not sufiicic111 e ~ i c l e ~ l c c  exists f o ~ ,  the D e p a ~ t ~ m z i ? ~  to I - ~ L I S ~  lo i.cr,ew ancl io i .  

suspelid Resporidenl I.ioi-tl?Star's ~ n o s t g a & z  ~ I . L ~ ~ G I . ' s  I~c~ I~sE,  j > e ~ ~ d i ~ l g  a frill I l e a r i n g  a n d  

final decisioti  on thc  a l l e g a t i o ~ i i  c o l ~ t a i n e d  rn~jt11111 the Orders to S h o ~ )  Cause. 

Folloruiii; tlie fili~ig o f  the Departinent',:, l\/rtrrio~r in  Sus lxnc l  i ind Refusi .  10 

Renew, an Order alas issued by Heai-ing Officer, Jackie '\hijest Lutz. ~ s ~ u i r e , ?  scl1ccl:cluling 

I On Februal-)! 13; 2007, then Acl i r~ f  Seciclary oll3arlIiiiip. Vicloris A. Reidc~,: d~s i~ i l a~cc l  Cvaiy 13. 
I-lerrold, li irec~or. Uul-ctlu oTE):ami~ialions: lo acr a:: tire sd,i~~cIicaior o f  Ilie adniii1i!;lr111i\'~ rlciion 
conilneiiced by tile Dclinrlnienl apinsi Rcsl)n~idcnls IdorlhS~flr lI 'J~l.lgil>~, L.L.C., l'aul Fenclle on0 
l..eo~ia~~clo D'l:lie, i)wners (Dock~r  NO. 070017 (0SC)I .  Subscque~ltly. !?IT Apr i l  3. 2007, Ih'i i .  Hcl-rc,ld x,:.is 
also tlesifrii~lctl lly hclilrf Socrclary oTRanI<ilik. \'iclorin A.  Iteider, iu ac( a:: vile a(1;cidicaior (11 llrc 
nd1ni11islla~ive ;~clic~l~r: ~c~r l l r~ ln icc t l  by Ill: i)cpi~rImelli ap ins l  l~csl~oi~rlcnli :  l i c i l l ~  nougl;ls t i i ~c l i ;~~ ia r i  
(Doclrcl 1\10 070027 (OSC'I): 1Cilnbcrly Fl-jedlilan (Dockel No. 01OU28 (OSC)); rjuallc Hceis (r)ocke.l 14~1. 
07002'1 (OSC)); h'liclisel l i i lhcrl (liooi(cl )\in. 070031(OljC)): a116 Je~i ic l~~e Cliang (Doclccl .No. 07(103.r' 
(OSC:)). 

? 0 1 1  1\4ni.cli 20,  1007. Sacliie \Vies( 1,ulr.. Eetlt1ii.e Ir2rri. dcsip~iaLc(l hy Clail: 13. I-lcrrultl. Adjudicaln~. 10 acl 
;IS lllc lpiesidi~iy ol'liccr lo1 IIic J.)cparl~nenl III lllc l \ l < ~ ~ ' l l l ~ ~ l i ~ s  R401.rgligc, L,l, C., Paul I'cncllc :~l ir l  I,coi~a~dr~ 
Tj'EIia: Owlieys inallcv (l.)rlcl<c~ 140. 07(1017 ((.Ii-;C)/. Subseqcicr~lly, 011 Apri l  1,; 1007. 1\11. I~le~-r t r ld also 
(Ic!:ij:1131e[i 1!4:;. I...III% IO ncI as LIK liresidin!~ orficcr i b ~  llic l ')ejisrl~ne~~i ill Oie Sollou'i~ig niallcl-s: ICcilIi 
1 j~,tl~lcls j ~ ~ ~ ~ ~ ~ ~ , ~ ~ ~ ~ ~ ~  ( 1 j ( ) ~ I < ~ l  NO. [17[)027 (C1SC:)j; l<, i~i i l~,c~~ly F r i c d ~ i ~ d ~ i  ( l ~ ~ ~ c l c c l  14rl. 07Ot):!X (':X;C:j); DLI~I~C 
Ikcrs (Ijr~t,l<\:i b ! ~ .  070020 (OS(.;)): Mi~ I l ;~c l  (iilL11;11 (l)~.i~;l((:l 140. (~7003:~((.~~5;(.;/]; ?III(I h;~ii(l~i(: L'Iia11g 
(1)ocltcI Ihltl. 0'/003S (OSC')). 



:I ileal-iiig on the Dep~irr~nenl's h4otion lo S~~s])encl and Rcfi~se to Re~icu, ri71, Jnnua1.y 4 .  

- ro ?()(IS, comiliencing a l  ( I : ! ) ( )  a.m., .? Floor Colii'crencc Ilorini, O(l1 I\!. 7"' Strccl., 3"' .Fl(,cjr 

IJorth, liarrishti~-2, PA 17 102. 

011 Ja~ i~~ar - ) '  4; 3008: [lie lieari~i:: ulns lielcl as sclieduled bcror-e ihc clesisna~ed 

I-leal-ing OTficel-. P21ul Fericllc and Lcon:~~,rlo D'Eiia, O\vmxs o ~ l ' R c s ] ~ o ~ ~ t l c n ~  Nol.(liStnl-, 

\ rae  lprescnl be l~a l fo fT ies l )o~~~r i c~ i~  l'Jo~-LIlSli~r and were r~el~rcscr~ted h y  .lolin E. Lucian, 

E s ~ L I ~ I ~ ,  oI'ULANIi RORiiE; LLP, Oiie Logall SC~U~II-e ,  Philadelphia, P A  19 10;. Linda 

Carl-011, Esqui~.c ant1 Laurel1 Sassani, Esquil-c, rcpl'esel>ted the Department. 

follow in^ thc close oftestitnon)~ on ,lalluary 4, 21JUS, nn Orclel- was i s s u e d  by thc 

Healing Officer on Ja11ua1.y 7, 2008, sclieduli~~g two additional days, i.e., lanuclly 14, 

200S and Ja~nua~y 15,1006,  fns l~earing.  

The 1iea;ing resu~l~ed as scheduied on . la~iua~-y 24: 2006 and cor~cludeci on January 

25, 2006. 

On la11ua1-y 26. 2 0 0 8 ,  ali Ordel' Eslablisl~ing 3rieri1ig Sclieduit. was iss~ieci 17)' the 

Ilearing Officer. Under the ta-111s of l l ~ c  Ortier, the Depal-ttnent's initin1 h~-ici ' \vas rluc 13)) 

1\4arcli 7, 7008; Reslm~lde~it NorthStar's responsive bl- icfa~as clue Alxii 7, ZOOS; arid a 

reply ill-ief was due by  tire Dcl?al.tu,crlt 110 later than Ap~.il 72, 2008. 

Thc Dcpartmeni's initial hl.ief'was tiriiely filed on 1\4arcl1 5; 2006. 

011 kj~il  9, 2008, Res~~onclnii NorthStnr, 1111-ougli coul~scl, filcd a request for  a 

(ille-wecli extcl.~sion o f  (imc to file its I - e s l~o~~s ive  hrieL The Dcl~a~' l~iic~ll  filecl a n  Ans\l~~cl. 

opposii~g tile request r111 Liic saliic (Me. 0 1 1  April 10, 2008, an Order w:ls issucd by tl~c: 

Ilearing Olica, ,  gl-aiitink I<espondcntNo~-tliStar's rerjucsl for n n  exlcrlsion ol'timc 1 . ~ 1  file 



its krief llndcr Llle tei~ns t~i'Lllc Ortier, NOI-CIISI~I. w a s  &~?kt~tecI utltil April 15. 7[)0$ to rile 

ik ~.esl,onsivo l?~-ieT, (lie D e ~ ~ i ~ ~ ' t t ~ i e ~ ~ i  g~a i~ ted  until A],r.il 30, 7002 to file :I re]~/!l hvicf. 

011 April I I :  'OOS, r \ h J o  dtl)'s aflei. i~etl~~cstii\g uri extensioii c~i'titne lo file s brid., 

Arlul-~~cy l.-~~cian filcti a \vitildi-a\~;al cri'al~peai~uncc t~rI'cori~iscl 011 I~el~nIfoi 'Rcs~~oncle~i~ 

1Jol~tliSLar. 

011 April 16, lOOfi, I\/ie:s~s. D'Eiia and Fellcllc, on heliali'of R c ~ ~ x t ~ ~ c l e ~ ~ i  

No]-rliStar, filerl oprv  sc Posl Trial Siibmission of'l+ol.tIiSlar h4o1-tgage IdLC: with file 

Nenl-illg Officer; I ~ o ~ ~ e \ ~ e r - ,  n cop)! of thc suh~liissio~i was not officialiy filed with tile 

De]jutn>erlt until s",\rel-al days  late^. Bccause of Responderli Wo~fhS:ar's iln?lprr/ .re 

status, tile F l e ~ ~ i n g  CJffice~ accepted Respo~ldent Nori11Sta1-'s late filing as timely. Sui. 

$anted the De~mrtnie~it an extension of time until M a y  7, 200S within which to file i t s  

Reply Brief 

Tile Department's Repl]~Briefu~as timely filed on h l ay  2, 2006. This mattel. i s  

11(1\4: reatiy ibl- ilpljro(j~-iate disljrlsitjon. 



l-lella-!o~~i~, PA, alicl n broi?cli office Iocatio~~ a1 I 140 Li~~coln  Highway, Cc~alesville, PA, 

under illortKagi. hrol:ei lico~lse number 341 91.001. (Official l\lolice Dejjili.tiuent records; 

1q.T. OI/25/06, JI, 179) 

2. A lno~.igaze Lrokei. is a person \vho directl)~ or indir-ectlji ilegotiates or places 

n1ortcage loans fo!' otliers i n  the priniaiy market f o ~  consideration; a mortgage b~-olce~- is 

ge,~?n-ally tile licensed entity at the statelevel that pl.o\,ides sen~iccs to consumers, 

~?iimarily i>y talting npplicarions and worl;is~g on behalf of the consumer as an advocate 

and inte111iediar-j ~ z ~ i t l i  a lellding institution or a lnoitgage ba~ l lw ,  to facilitate the 

irai~sactioll. (Official M i c e -  63 P.S. 5456.302; N.T. 01/04/08, 138:. 80, 85) 

a~ii~ual I-eilewal fee and afies a detern~ination that ths l~censec is ~ o n d ~ ~ t i l l g  business in 

accordance with tile provisions of[j\/lol.tgagc Ranliers and Brokers and Collsunier Equity 

Proteclio~l Act ("l\l[BECEPA.")] is made hy tile de~~a~tn1ent."(Official Notice - 63 P.S. 

4. Resljonde~~t NorlllStu's license as a liiurlgt~ge b~.oltar cspil.es on lu11c 30, 200S. 

(Ofiicitil lqoticc - Depai-li~icni records) 



6, As the licensctl entity, Respoi~rlenl I\ic~rtliStal- is ~.espc>nsibie for the actions of 11s 

cml~loyecs. (N.T. 01/15/08. 1). 197) 

7. At all I-eleuai~l and niatei-ial times, Tceitii Douglas Buci~aiirni ("Bucliunrrn") was 

e~iil~loyed by Resj)or~de~it Northstar as a loan offices: Buch~iiaii joitieci [lie cornpan)) in 

ctu'ly 2002. (N.T. 01!2.?iOS. 11. 195) 

6 .  At  all rcie\~alll and  11iate1-ial tilnes, Iiiiiibei-ly FI-icdmarl ("F1.ietli11i111") M ~ B S  

c~nployed by Respol~detit Nol.tliStar as a loan proccssol.; F~-iedn?nn joined the coil?pany 

si~ortly after Bucl~a~~an, ili 1002. (1q.T. 01!25/06, p. 196) 

9. 'Thc djffer-alcebet\~~ecn a loan officer- arid a 1oa:i processor is that the loan officw 

is ge11erall)l the person taking the information fi-om il,e collsumer for pu~.poses of the 

loan; tl,c Inan pl-occssol- aids the loan officer by compiling the loan al~j~licatioii and 

inforn~atioii and p1.oviding that in a package that is then se11; to a lender. (1q.T. 

0 1!041200S, pss. 1 %  158) 

(A) Bacl~~romnrl -(Euchanri11 - Kcll~'  alld David K n u i :  

10. 111 or nr-ound 1001, the Pocol~o, PA region began experiencinga major filing of' 

iiiorignge forec1osu1-es and consumer com1)laints regarding inoi'tgagc bmkcl-s, builders 

and Ieiiders. (N.T. 01/04!101)S, 11. 70) 

I I .  Eric .lames ~ ( ~ I ' c ~ J I ' I ~ I -  ("l<crch~ia-") \&'as hir-cd as a s~lbcotlt~-actor ariri s]?e.cial , ' 

investigato~, \villi lllc I\Oonl.c~e Cou~ity Districl Atlor-ney's Office LO i11vcsl:i~ate tliese 

comj;~laiiits. (I.1.T. 01!04/0X, 1pgs 45, 70) 

12. lii 01- ai.ou~,d Dcceilibcr of2UiJ2 or .lanuar-11 2003, Rucl~lalia~i me1 \vi l l~ 1\41,. D'Elia 

Lo exl~iairi thal lie \vas iha\~ing a ~~r-obic~in wit11 e clicnl wlinsc loall hc  liad closed; 



Buchanarl ad~nitled lo 1\4r. D'Elia that lie liad ultered some ~ I O C U I I I E I ~ ~ S  011 the fi le n l l d  illat 

tllc clie111 was aboul lo~llalte B C O I I I I ~ ~ ~ I ~ I I ~  agnillst liim. (1'i.T. 01/15/08, 11 367) 

I 3. Tllc "clierit" lo whom Buchanail wes  re're~-r-il~g %!as lieliy and Dnvirl ldau (the 

"Naus"); in 2001, Llie Naus p~i~-cl~ssecl a I I ~ M J I ] ,  cot~struclcd lio~jic in the Pocono, PA 

regio~l thl-ough lial-Tac, lilt., a colnlxjlly afiilitlteil ~ j i t h  i:l~c builder, Blue Rirlge I-lort~es. 

Tile l\laus al~ljlied for :I 1or111 ~ ~ i t h  RespOllciclll I\iorthStai thl-ough ~uciia~lali .  (N.T. 

01104/0&, pss, 64-65; PDB Ex111 bit 1 052) 

14. 111 2003, ICe~-cline~ conduclcd an i~lvestigatioll concer~~ing Bucllnnan's 

i~lvoi\ietilet~t it1 the 1oa11 tl-ansac.tion i~~ \ lo l \~ i~ lg  tile Nnus. (N.T. 01/04/08, pgs  45-46) 

15. The i~ivestiptinn revealed that Buclionan fab~icsted s gift letlel- in S L I P J ~ I - 1  of t11e 

loall ~vllich to be fi-om on: Ti~ornils Fag1ia1-o to the Naus in the a~noon:  of 

$36,000, (N.-1*. 01/04/08, pgs. 46-48: PDB 1055) 

16, The i~lvestigatioli 1-evealed that Tlionlas Paglial-o neiler signed a gift letter and did 

no1 k~iou tht !\Taus. (KT.  171/04/OS, p .  48) 

17. Euc11a1lai-i admitted tn Krj~-clinel. that 11c came up \vitll the naine! Tlioinas Paglial-o, 

from another Noi-LiiSlai. file ili ~ ~ h i c h  Thonlas Fagliaro was the consumei,; Tilomas 

Pagliaro's I\<&T l3anlc slatanent was used by Buchatiau to perpetrate the f i aud  of tile gift 

to the Idaus. (i4.T. 01/04/0X; In. 49-50; PDR Exliibil 1056) 

1 % .  The iuvesligatior~ f~~i.llia. ~.c\jealetl that in the course or iprocessi~~g the lilau's loan, 

nucliana~l also allercd ;I banlt ~ l l e ~ l i  fi-om SIC[ antrtllcr No~-illStar ctmsuli~cr filc I-egal-ding 

11-ena and Sicve Ault, allrl 111-eselltctl tile alteretl cIiccl< LO tile IJsu's 1\4o1-(gage 1cnde1- as 

11,-oof tl~al l'holnas Pa~1iai.o was yivilig a 536,000 giTi to Llic Naus. (1d.T. 0 1 /04/OS. 1 7 ~ s .  

49-56; PTIl3 Kxliihils 1075-1026 anti PT)D 1056) 



19. AS ~i I - ~ S L I I L  of lCercl>~ler's il~vesl~gation, a,in?inal clial,yes \vel.e bl-ought agaillst 

WucI>ana~i slid Bi1chan:111 s u l . ~ s e r ~ ~ ~ e ~ ~ l l ) ~  I I I C C I  pilLy to c r r ~  i'clol~)~ G O L I I I ~  of forgel'y. (N .T. 

0 I /04/OS,. 13:s. 3 - 5 7 )  

3(J. Weitller li4ess1.s. D'E.lin no1 Faiellc, as o\i8ners of Responden[ l\lorthSta~-, loolc any 

action l o  tenliinalc Buchanan's ernploymci~l u)itI? R~sl)01idmt No~tllStal- following, Llieir 

I:no\vled~e of tile Euclla~la~l's forge1.y conviction il l  connection with the 14ii~1 loail 

t~a11suction. (14.T. 0111510S, 11~s. 219-299, 365-370) 

21. At all relevant and material times, Brian Crossland (Crossland) was a senior 

ir~r~estigntol. for r11c Del~ai-tment. (N.T. 01124/CiS, p. 49) 

77 CI-ossland began an investigation regal-ding Respol~dent 1401-thStar in A.pril of "-, 

2034 as n result of the outcolne of the  Nau in\~estigation, whicli led to Suchanan's 

con\iicfiol~. (N.T. 011241200S. 11. 51-55) 

13. At that time, CI-osslnnd; accompanied by two Depart~neilt investigators, ]net with 

I\lessi-s. Fenellt and D'Elia ai Xcsj>ondeni Nostl1Sta:.'s office:. &om the outset, Ci,ossIal>ci 

questioned IViessrs. Fe~ielle and D'Elia why Buc1'1anan was still  orkin king for I\losthStar. 

(N T. OlI?Sl200S, pgs, 56-58) 

24. C~.ossland \$'as told that E~~clianan was a good guy; he's a family man; he 's  good 

\vitll the customers, so Llley rctuined llim. (NT, 01114/700S, pgs. 5 6 )  

25. Dul-i~ig Illis ~nccling, Crosslancl a i d  tljc fwo Rcj~ar t~~ie~i t  invesligalo~s bcgal~ to 

review NorLhStar's files. (N.T. (11124/?OOX, 1) .  58) 

26. T l ~ e  firs[ file that Ci~osslancl ope~.~crl was the Walker/l\lcClain filc; i n  tlial file was 

;I Ceiiificatc of Aut1iciiiz:ition Lila\ conlaii~erl rl sigl-iatul-e for R4.l-s. '\llalltel- Ll~ril  lhncl been 

i~pctl o ~ c r  ~'/1:.li appcarctl lo l ~ e :  :uiotl.~cl- s i j y a ~ i ~ ~ . c  fo~,  MI,^. Wr~lltel. llial h i ~ l  bi-:cn 1ni:;- 



sljelled: the tape was sbll tilere. The con-ectly spellerl sipatul-e liad beet1 cut oT 

anotllel- docinment ill tlie file. (N.T. 01 /24/30[18, ],as. 52-59) 

27.  C ~ r ~ s s l a ~ ~ d  spol;c\i~itli lk. Fenellc :\bout the file, bul, 1\4s. Fenellc- hsd nn  rcsl:jollse 

as io whal iiiid occuy-I-ed. (1g.T 01/24/2008. 1). 551) 

28. Afie~. fndi11~: the \A~allres/lvlcClai~~ f i lc, Cr~osslnr~cl and the lu~o Dcl>alTrii~~nL 

investigatol.~ psoceerled to load boxes of IJortIiStar's files to take back to thcil- office lo 

review (N.'T. 01/24/08, p .  62) 

29. App1.oximnleIj'20 loa~? files we]-e corltuined u~itliin each box that was taken bjj the 

Department; Lllc Depar t~~e~ l t  tool: appt.oxinlately 400 files over a two-day pe~-iod. (N.T. 

01 125106, p. 192) 

30. B e c a ~ ~ s e  or' tile filldings in con~iectioll with the lJau investigatio~~ that Buchailan 

llad altered a bank cl~ecli fro117 ?lie It-ena and S,ei~cri Ault file to maice ii appear as tIioug11 

Thonzs Pagliaro was givinz n $36,000 gift to th= lqaus, Ci'ossland vlas particularly 

iniel-usied ill i-evie~i~i~lg ill?. i iult  fjle. (N.T. Oii24106. 11, 9) 

(B) Buchana11 and Friedmnlz -Steven mid Ircna hul t :  

3 1 ,  Steven and lre~la Ault (the "Aults") lived ill the Garfield, l\leul .lel.scy arcn until 

shol-fly aftel Septembe~. 1 1 ,  2001, u~llen they decided they wanted to lsave the city ancl 

ino\Je io u safm con~n~unity. (N.T. 01-04-08, pgs. 235-236, 285)-290) 

37,. in  or arou~lcl Fclll-ual-y 0 2 0 0 2 ,  thc Au l& ~niade an al)pointmeul~vitl~ Blue Riclgc 

flames lo see a I I O I I I ~  Illat was already unclc~. coi~stl-i~ctio~? mil available lor' ])urcI?ase 

(1<..1'. 01-04-08, pgs. 239-240,291) 

33. 'Tile Aulls agreed to l~ul.chasc a homc 011 Lot I 8 on 1,auler Vnlley Drive i n  

I'ieassnl Vtilley Jllslnll:s, I'nllc 'Toiv~isliil,, Ivion~oe T:oiilily, lJA i i11.  tl pnrcliasc: ~?r,icc < I F  



$I?S,SUU; an Agrcernel~t for tllc Sale of Real Estale ("Agrcer~nent of  Sale") ulas exec~~led 

by $te\1e11 Ault oil Marc11 I 10, 2002. (H.T. (Il-o4-08, pgs. 240, 243-344, 293-196;  PDE 

ExhilM 601 ) 

34. Afler c(~~ii])leting tile "papei~vor'k" for the 1-rurc11ase oftllcjl- I~on l~ .  on Mal-ch 10, 

2007, tlle Aults pi.o\lided tllc huilclei wit11 a down ~~nyrncill checlc ili tlic amount of $ 1  ,000 

slid were told sonieoiie from Blue Ridge Homes' bl.olce~.aye del)artn?e~it \r/ould be 

cotltactit~g tlleni to sssist t11e1n in obtaining a mortgage. (N.T. 01-04-08, pgs. 240, 247- 

248; PDE Exbibits 599 and 600) 

35. On 01. around April 15,2002, lrena Ault received a telq~hone call fro111 FI-iedman 

and Buchanai~ ai Nol-thStal. I\.lortga&e, wl~o explained that they \vere going lo uloslc with 

the Aults to fiild 2 mortgage To suit tl~eir needs; Buclianan completed a Uitifoltn 

Reside~ltltial Loan Application on behalf ofthe Aults via telephone 011 tlia! date. (N.T. 

OlIOdlOX, pgs. 241-242; PDE Exhibit 523j 

36. Prior to closing, Fi-i-iedman fmed :i Gift Letter fo~?u to Irenil Aulr to h z ~ i e  

completed by her father, 11mn Mnlica, and retulned; 1\4rs. kult 's father completed the 

for-111 and MIS. Aull faxed i t  back to Buchauall and Friedma~i. (N.T. 01104/OS, pgs. 242- 

249; PDB Exliibits 596 and 597 and FDB Exhibit 357) 

37. Tlie nmounL OC the ;if[ that ivas made by Ivan 1\41-vica to the Aults for pui-j,oscs of 

tlieii- lonrl W ~ I S  S;30,00O. (PDR Exllibjl 357) 

38. A ~iiol-(gage FOI. the Aults was ulti~nalcly oblainerl To? tllali by Buchnnai~ and 

Friedman tl?ruugI~ Lol-~g Rca~11 l\iiol.Lgage, a subsiclini-y of \Yashiri$ol-~ 1\4ut~iaI 

(l~ereii~aftcr, "14li'asl~iilgton lvlutual"). (l4.T. 01 /25/0S, 11. 7 1 -?2) 

39. C:losin!: oli tlic AuIL':; I o i ~  \ i fas lield or1 ivlay 30, :2002. (l\l.'i'. Ol17.4/08., 111:::. 84.) 



I,er.lai~ii~~g to the Aults and obtainecl tlle fnl'l(~\uiny documer~ts fro111 the file: 

a /j g[{[ /ei~cj,.fi-0111 Iixlri LC I(u!ico ~ ~ I , I G C L I  ;I? /11e U I I ? O L O I ~  ~ ~ f ~ 1 ~ 1 , 0 0 1 1  l u  S L C ~ I ~ I I  & 
II.CIIEI AuIt (PDB Exhibil 356): 

r A gift lettcr from Ii~a11 fi Jiatict~ l\hvica in tile amount of S;30,000 lo Steven & 
lrena Aul t  (IiDB Exhibit 357); 
At1 uilsi&qed UuiTo~m Residential Loan Application for Steve11 hult inclicati~~g 
thn(  hull is z~n~?i[~~.riecI: that the amoulil to be bo~.ro~~ecl is "~~1170,Ol)O" (wit11 D 
number that is whited-oul n;~pea~ing undel.neath it; and, that tlie lpuvchase 111-ice of' 
the 131.oper1y is J/511,0110. (NT. 7 1-73; PDB Exllibit 533); 
Ao ulidel,r~~ritin; and TI-ansmittal Su~~>i~ia~.y showing the sales price o f  the Aull 
~~toperty to be SI.70,0(10; and tlie or-i~illal loan amount t c ~  l-re $127,500 al a fixed 
9.99% rate of intel-est (PDB Exhihit 524); 
An unsigned and undatcd TI-utli In Lending Disclosul-c Stater~lent rcgard~ny 
Steven Ault, showin,o all annual percelltag6 I-ate of 10.479 and no val-iable ra ie  
featwe (PDE Exhibit 525); 

r A Long Beacli Ivlortgage Company Moltgage Docuilleilt Order Request Fonn 
com1>leted by Kimberly Friedman, dated 1\4a)' 30, 11007, w h i ~ l ~  i.epI-eseilts that 
Steven Ault is "u~lluanied" and I-equesting a 21'1. FiTjadj loan in the amount of 
$120,000 over a 3ti-yew ainoltizstiolz period (PDB Exhibit 526); 

s A11 Undenvritiug Approval Sheet fi-olu \'\'ashi~lgton lviurual sllou~in:: a loan 
a111ount of $120,000, a sales price of S;150,00O and 2 down payment ofS30,OOO 
(PDB Exhibit 527);  

c A Fax tl-a~lsmittal sheet froln ICin? Friedtun11 to h4l-s. Ault indicatii-12 that a Gift 
Fomi is Ellclosed (PDB E,,Iiibit 596); 
A Bonaive~.'s C~l.tifj~atjo11 and kutl~orization foi-111 coiltaini~lg a s i g ~ i a t ~ l l . ~  ~ C I T  

Stc\~cn R. iiult and dated 4116102 (PDE Exhibit 1064); and, 
e A copy ofa  Fol111 S453 U.S. Individual Inco~iie Tax Declaration firm for thc year 

2000 indicatilig that tile Aulls ai-e marl-id (PDE Exhibit 1085) 
(I4.T. U1/24/200X: 11. 63) 

41. V~lsslii~)@o~~ Mutual relied upon (he t\vo gift letters appearing ill its file. (PDB 

Exllibits 1041 and 1041) I@ close the Auil's loail; the loan was s],])l-ovctl a( 80% loail-to 

\jalue, I Y I I ~ C I \  111eanl tliui the Aulls i~eedetl to bring filnds l o  close. The total anio~int of gift 

nlol,e,y tllal \?iasl~ingto~, Mutual was laltinp inlo account v,~lien tlje)) wcrr ~ ~ c v i e ~ ~ i n g  the 



47, Upon his i~cview ofthe docun~eniation that u;-as conrain-d \vjtllin Nol-thStar's file 

pert"i~ins to the AulLs, C~assiui~d noticecl thal sol~-re of the docunlel~ri~lion, including one 

oi'fwo gifi letlei-s ill h e  tilc that vdwc siyled by Ivan M ~ ~ i c a ,  slyreai.ed lo c.ol7tain 

l~hotocopied sig~atures. (N.T. 0 1/24/06,]). I 1 I - 1 12; PDB Exllibits 356 and 357) 

43. Tile gifi letter in the u~~lount oi'S:30,000 tl~at tile Irena Au l i  faxed bocic to 

Buchanan ancl Friedman (PDB E ~ l ~ i b i t  357) contains a f'hv: header of 5/22/02 ~ J i ~ i c l i  

originated with MorthStal-, a . io~~g utith a sccond fa,: header of 512(il02 sRo\ving u~11en IT-enu 

Ault faxed the docwneni back to NorthStar; in contrast, tile $ft 1eRe1- 111 t he  amount of' 

$ 1  0.000 that was recovered from Plashin$ol~ h4utunl's file (PDB Exhibit 104 1 )  mid fi-om 

IdorthStal-'s file (PDR Er:liibit 356) does not reflect ths Ault's fa}: 1~ade1- eithel. at the top 

or the bottom of' tile docu~ne~lt. (PDB Exhibits 356, 357 and 104 1 )  

44. Crossland spoke with lays. Ault and ieanled that only one gift of $30,000 was 

ni;en by fiesparanls; there was not an additional sift of$10,000 as I-eflected in C 

IqorthStar's file ( K T .  Ol/24/OS; 13:'s 1 1 1 - 1  12; I4.T. 01/04JOS, pgs 350. 300-302j 

45 Crossland fonvarded the two gift letters that \Alere h u n d  within No~fliStat. '~ file 

pel-taining to the hults to the Pennsylbania Statc police for purl>oses ofcol-roborating the 

similal-ity of tile siplalures allpeal-ing 011 t.l?e gift 1ettei.s; both gift letters contai~~ed the 

sigrmturc 1v:l11 I\hi\~icn, (1q.T. 01/24/08, p. 64; PUB Exhibits 356 and 3 5 7 )  

46. At ;.ill ~cicva~ll ancl iiintei-ial tilnesT1-ool~er Sancll-a Miller (1\4,illel.) was a 

rliicstiorlcd ~ I O ~ L I I I I C I I ~ S  cxa~niilel-in thc Pennsyl\~ania State 1)olice Ci-ime Lrib i l l  

Flal-iisbul-g, PA; Rcsl)orident l\lo~tI,Star, ihl-ough counsel, siipula(ed to l\/iille~~'s 

qualjficu~io~~~s as it11 cxpc~-1 in ibl-er~sic docun~uit cxa~nination. (N.T. 0 1/25/08, pgs. 8- 10) 



47, h/lil lu ~.:?cejved the two gifl letlers that wel-c. fol~\val-decI to he: fi.ol11 Crossland 

(PUG E,:llibjls 356 a~ic l  357) ond o:nlnined the sigiiatuses a1y)earing on the doculz~ents to 

(Ielermille if thejt \&{ere idenlical sig~atul-es. (N.T. Ol115108, pgs, I I -  13) 

4S. 01ie ofthe i)relnises of hnndwritin~ examination and iclentificatior1 IS thtll no  

pel.soii ce11 u~l.ite tlie sanlc ulay twice: thus, if an itidividual were to wrjte liisli~er sig1atul.e 

100 times, a transparelit overlaj~ would iiever n~atcll u p  c~;ectly and idaiiically. (N.T 

4,9. Upoii coinplctior~ of an examination and cou>parisor of the s i~~atu l -es  appeal-in:: 

on PDB Exhibits 3% alid 357, usiilg il trnnsparent overla)', 1~4ille1- was able lo deteti~iine 

filnt the signatures ~natch up exactly and idei~ticr?lly; because the signatures ii~atcIiecl up 

exactly and because nobody wrjtes tlie sainc way twice, Milier concluded that i-ite 

si$~atu!.es appealing 011 PDB Exbibits 356 and 357 oi-isinated Eroln a colnil?oii source 

siplaturc, not necessarily one fiom the otllc~., but ii C O L I I ~  11ave originated h-nil1 a third 

(C) Dexr-oy hlillil~ns /Flona Cla~to11 Re~lnolds and Simone Clavton: 

50. On August 28,1005, Mr. Fenelic, on behaifoSRespondent 1401-thStas: cxe~cutccl a 

E~~oltw. Agrcemei.~t witli America~i Ha~lie Baiilc. (PDB Exhibit 1098) 

accurate infom~atio~i is sublnjtred to Lhe le~lclcr i s  on 8ie brolter-. Tlie Rsoltcr Agl-een?enl 

13. I,oen Fl.auc1. Brolter aclwiowledges and undei-,stal1tls tl~al il shall 
be deci~~ctl r~esponsil-rlc undcr tl'iis hgl-ecnieiit for all actions 
~>el.fo~.ilietl by its'princi~~als, en~]~lo)~ees,  agents, designee:: anti 
I ~ C ~ : I ~ S E C S  /ic~-eul~der. iju~,suanl Lo this A~I-eement; Erolcel- i:; 
rcspuil:~ibIe ant1 ::hall b!: rcquii-cd l o  repu~cl~asc: a J,oaii TOI- any  ~ I ; I L ~ < I  
I I ~  l31,olk~;i (11, hy lpc!r:;o~is  TI. < V ~ I O I T I  13roI(i:r i:; ~.c:;i~o~~sil>lc:, \ A ~ I I I C I I  



occu1.s ill tl?e ol.izi~~ation of ally Loan. . . . E,;anipIcs of suzl~ 
fisuiIulen( actions il~cludc, bui ore llor limited to: 

EI.  Subnli:sio~~ oi'il1ncc~irat.e infolmation, including false 
slatements o~i  a n  Applicatin~~ andlor falsificatio~? of documents 
~~uspoltii~g to subslantiale credit, ern]jlo)nl~ent, tleposit nnd assel 
i~lformatioli or ~>crsonal infor-lntl~iol~ incltldil~g b11l n0l ljmiled to 
identity, citize~lshil~, 01. owne~~sIiip/rlo~l-(~~h~~~el-sl~ilj or real property; 

b. Forgel-)! ol- ~l~isreln-esentation ofljartially or 131-edominantlgl 
accurate infomiation; 

c. Inaccurate repi-ese~~tations of currelit occupallcy status or i n t e ~ ~ t  
to ~naintai~l r.ecluised occupancy as agreed in the Aj)jjiicntion, 
Moltgage a11d1o1- otlle~ loan documents; 

d. Lacl: of due diligence or conc,e~n by Broker, including but not 
limited to its loan officns, inte~viev~ers or processors. . . 

e. Acceptance of'infol~nation or docuii~entation which is lcnowti OT 

ill tlie exercise of rcasonahle due diligence should be known by 
BI-olte~ to be inaccurate 01. acs:ptancs of infol~~~ation u~hicl1 is 
k~ilovln oi. in tlie exercise of reasonable due diligence should be 
lcnown tobe inaccurate . . . . (FDB Exl~ibit 1098) 

(Reynoldsj applied for a const~uction to pel~iianent loan with Al~~erictl~l Holvc Bank N.A 

(hereinafter, "Amw~can Home Bank") through Buclianai~ at Rcspolidenl I\lortliStar. (N.T 

53. A construction to peniianenl Ioali is ge11e1-ally a single source loan, ~vhicll fu i~ds  

lilt conslluction of a llcw lion?c tl11.ough B disburscnlcnl scl~e~lule as L11c home is being 

buiII and t11nl bcconles a peimaneilt ~no l t age  a1 the eriri of tlie construclion pllase and 

upon occupancy of tile hoine. (N.1- 01/04/2008, 11~s. 103- 104') 

54, Docuinerltado~l that Mias suljmitictl to Amel-icarl Monie Bar~k  by R e s p o l ~ d c ~ ~ l  

0 1  I I i ~1 j i j o r [  of t l i ~  Millings I O ~ I I  iiiclude~l, ~ I T ~ C I .  u/jci, a I ~ C I ~ C  



a~ilour~ts of % I  1,300.00 as a do\vnj>ay~nent foi' his ihonlc, and a copy cf'Etien~)c's finai~cial 

state~ner~t Lo serve as cviclence tila[ Etielune had the finallcia1 capacity itr provide tl~clse 

funds to De~:roy h4iliings. (N.T. 0 1/04/2002, 11. 125; PDU E):hibi ts 536 and 569) 

55. Settle~uent on tile l\4illiii~s/Reynolds constl.uction to ]>errnana~[ ionn occui~ed on 

l.loveillbe~- 14,2005. (1g.T. 0 1/04120OS, pgs. I 16- 1 18, PDE Exl~ibir 570) 

56. Anlerical? Ho~ne fianlc pel-fo1.m~ monthly audits on all rscw loall appl~calio~is aiici 

all clclsed loans; Amti-ican Home Baill('s policy is to clc~ i i~onthl)~ audits oil a m jn i l num of 

tell j,erce~lt ( 1  0%) of all new loan transactions. (14.T. 01/U412008, p. 120- 121 ) 

j 7 .  At all I-elevant anil material times TenA Conijlanies incolyorated (hereinafter, 

"TenA") wns an outside auditin:: colnpanjl that Ainericatl Home Bani( used to ]nerf01111 

auditing se~vices on A m ~ r i c a n  HonleBailk's mortgage loan Wn~lssctioiis. (N.T. 

0 1/04/2008, p. 170) 

58. The IvlillingsIRej~~olds loen file was audired by TenA on bellnlf of Ail~e~ical-I 

Home Baill;. (1q.T. Ol/O4!I21; PUB 5;ilibi: 5 3 )  

59. As pal-t of its audit, TenA sent a lettcr on Febluary IS, 2006 io L~~cltson Eiiennc 

of Greai Meado~vs, New Jersey ~e,questing that 1\41.. Etien~le confin11 the accur.uc,y of 

info1.1uation pertainil~g to tlie sift letter that \was, pi.o~~idcd to America11 Hoine Ballit on 

bellalfof Dexvoy haillings fi-o111 h4r. Etiei~ne. Specifically, l\/11'. Eticllne was aslccd i T  the 

infol.rni~iion in the gift le t tc~ \\:as accurale as ofthe dalc i t  wes c.ompleied, aiid if the 

i~ldi\liclual \ u i i ~  signed tile doculneut 14~1s nutllorized lo do so. (PDR E,;hibi~s 536, 583) 

60. R gif( leclcr is lyjjically 111-o-\~ided lo a Ici~di~ig insf tution by a fan~ily meinher al.1~1 

rey)rc::enl.s lo tile ilic:iiiulion 11ial the fimily inember is going lo su]>por,t tlie loan 

tralisactio~l 11y givirtg :I [;if! run>ou~li to thc i.cc:i],ic~~l, [N.'T. 0 i /0,'11%008, 1). i O,5) 



61. ,4 Su-Su account is an in\iestmelll account Lhat i s  csc.ated b y  a gi-ou]~ c r f '~~ ld i \~ id~~r~ l s  

coliecti\~ely g e t t i i ~ ~  together and nialti~l:: an investlnent OII u ~.ecu~,ritlg busis into EI fund. 

\vhich i s  t11e11 a\~ailable Lo contri1)uting members lo (11'tlw fi.0111 01) a iperiodic basis 
, ' 

consisle~lt with the 1.nles of the SU-Su  account. (N.T. 01/04/200S; 11, 106) 

62, 011 ol- ahout hfiar-cli 6, 2006, the zifl letter \,ei-i,ficatio~i for Dcxrojl i\4illings wus 

returned 1))) L~~cltsoli Etieiine to TenA indicrrtii~g thal t11c i~lfori~lation ill the gift letter- was 

not accurate as of the dale i t  was completed; that the indi\/idual who sipled i t  was not 

authorized to do so; ai~d; that Luckson Eticnvle did not make a gft to this person, i.e., 

Dcxroy Iflillings. (PDB Exhibits 582-584) 

63.  By l d t e ~  dated IvIaiah 15,2006 TenA nutified American Home Bank ofthe gift 

letter discrepancy in c.oi~ntction with the Dexroy IvIillings loan. (N.T. 01 /04!1006, p. 121 ; 

64. A117:n'can Home Bank received T e ~ h ' s  notification on ]\larch 22, 2006 and 

i~~~mcrliately begall a11 investigation cr f  its ouln; a; t l x  sallie tiille, Anicrican Holne Bank 

susj~ended all fi~tuse constmction advances oil the Millings constiuctio~l loan until further 

notice. (N.T. 01/04j200S, pgs. 121-i40, 154, 161; PDB Exhibits 536, 5 3 8 ,  564, 566, 5 6 7 :  

65.  Amcl-icau Home Bank learned tbl-oug11 its ii~vestigation that: 

e Lucl:sorr Etienlle does IIO( icnow L)exroy'Aliillings and did liol autlzol-izc ally gift 
~LIIICIS lo anyone; 
Dexi-oy hlillings does )lo1 lcno~' L~~clcirsoll Etie~vze; Dexroy 1\4ill111gs obtained his 
moilics from his sister-in-law arld kom a Su-Su account; slid, 

r Thc iufoin~ariou illat w a s  lp~.o\~ided by I<cspondeizt No]-thStar w a s  'fi.aud~~lel~i as it 
~.elate~l to tile giT[ letter iu1d tile bank slatr-illent. 

(N.T. 01/04/2008, pis. 121-124, 126, 131-132, 134; N.T. 01/24/2008, pgs. 37-38,41; 
I'r3E Fy,hibits 564, 566, 567, 584, 585) 



66. As a result oftile fi;luduIe~~t gift letter that ivas used in connection with tile 

~ ~ i l l i ~ i ~ ~ / R e ) ~ ~ ~ o l d ~  lnar~ transuclioll, Amel-icun Iloll~e Rank ref~~sed to release its lasi 

],ayl~lel,l 10 tile builder, tile c~nst1.ucrio11 of Milli~lgs' iionlc was ]put on Iloid: nncl, hfiillings 

Mias required to trbttai~i anotllei loul?. (N.T. 01/24/200X, 13. 39) 

6 7 ,  P,merican Honle Bank's Chief Credit Policy Officer, determineti upon her re,vie\v 

of PLmerican Home Ball1;'s file documcnrs ft)i. the MillingsIRe~aolds tra~lsaction that Paul 

Feaelle, Rucl~enan and Kiala Bcie~, were involved in the I\/lillings/Rey~~oids loan 

tl-ausactio:~; Buchanan's name appeared on the Uniform Residential Loan Apl~licntion as 

the "Intel-viewer; 1Gnl.a Eeier sjg~e,d a "'Pi-ocessors M E I ~ O "  ii? connectio~~ wi,tl~ the loan 011 

behalf of Respo:]dcnL Northstar; and, Paul Fenelle was involved in communicatjons niith 

Kareu Bender, an undemjriter. at American Home Band:, conc.e~ning quesTions that 

Render had during h a  evaluation of the loan appljcation package. (N.T. 01/04IZOUS, pgs. 

144.146, 15S-i61; PWE Exilibits 537, 573-575) 

68, A:nerjcan Ho111e Eanlc's Chiei'Ci-edil Policy Officer 1-el,ol-t?d this mattel. i o  the 

Dcpart~llcnt. (N.T. 01/04/2008, p. 165) 

69. As a result of the 1\4illings/Reynolds matter, the brolter selationsllil~ between 

Arncl-ican Home Bank and Responden1 No~fIlSta~ was tell~ii~lillatcd. (1q.T. 01 /04/200%, 1). 

154) 

70, Consislent witll Parag-apil 13 of America11 Holne Ranlt's Rrakcr Ag~-ec~i~e i .~r  wit11 

Resl)~ncialt l\io~.tilSla~,  lo^-1hStar was ~~cquirecl to scpurchasc lllc 1\4ilIin~s loan. (i.1.T. 0 i -  

04-2008, pgs. 147-149; PIX Exliihits 578, 579. 581) 



(D) Ronnie ,Jackson - B11cIlana:i a r ~ d  Friedman: 

7 1 .  Tiit Ronnie .iacl;sol~ ("Jacksorl") file \vtls one orthe app~.oxililately 400 files that 

Crossland anii tlic f\vo Depa~~tiirerll investigators obtained fro111 Res~~onrle~i~ l\lor.tl~Stnl,'s 

f i~ks i n  kp~,il of2004 io Lttlte back to tliei~, office to l,e\jie~l. (1q.T. 01/24/0&, 132s. 67, 140- 

146) 

7 2 .  On or about lune 1, 2002, Jackson eiifered inlo ;a .Agr.eerlier~l for t11c Sale of Real 

Estate wit11 J<al/?ac Inc. for the pul.chase of p~-opel.ty colisistinp of Lo1 13 14 in Stone 

Crest Pal-k, I\/lonr-oe Couilty, PA. (PDB Exilibits 279, 273-1,2SO,280- I )  

73. lackson applied fay a mortgage loan with Irilrlll hdortgage through Respondent 

I401tIlStal.; Buchana:~ was the loan office], and Friedma11 was the loan pl-ocessol-. (N.T. 

01!25/2008, pgs. 141: 241-243; PDR Exhibits 775, 545, 1022) 

74. The Ullifonv Residential Loan Application that was prepared oil bdialf of 

lac1;son and subliiitted to Irwin Mortgage by Responda~i NortbSta~.iiidicates that the 

infi~~-lnation appsi-1112 oil the fo1-111 \WS obtai~lcd bj, Eucl>nnan as "l~?ier\~ie\h~er." (PDB 

Exhibit 5 4 j j  

7 5 ,  Tile Uiiifor~n Residelltial Loan Application repl-csents that Jackson was e~nployed 

as a manager ai 800 Flol?~ess ill NEW YOI-It, ~ i t l 1 . a  g1'0SS lllol~tlily income o f  $3,563.00 

and that Jacltson's source of " D ~ M ~ I I  Paymcnt, Settlemeilt Cl~arges andlor Subo1,dirrate 

Fi~iancing" was his checIting/saviugs in a credit uirion account in \vhic.h he. hacl $25,000 

of :ivaiinblcf~lncls. (IIDB Exliibils 545) 

76.  During his re\ricw oithc .lecltsoll f i lc that was obtained kom 12es17o11dent 

l4ortl1Slar, Crosslaiitl four>d two sets of pay stubs for lacltson pul-porting to be fr-oln 1.800 



Flowers. Cine set sho\i~ed an hourly rate for-.Jackson of SS.37: a11 altered set showled rnl 

hourly m e  for Saclcson ofS20.56. (N.T. 0112412006, p .  146-147: PDB Exllibiis 281-2x4) 

77. Two sets of MI-2s \atere also found ill Respondenl Idor-lllSts~,'s file. 011c set 

sho\ved L11sl .lacl:son's lottll \vases were $ 1  1,264.41 at tlie SiZ.37 h0~i1.1)' I-~Lc; 817 L L I L C I - C ~  

s c ~  silowed la~kjon 's  lot~ll wages to be F41,637,4r) a! tile $20.56 I~ously ~.nte, (1q.T. 

0 1/74/2008, p.  146- 147; PDB Exhil-rils 285-286)  

78. Friedman complel.ed a tclej~hone cer-tification nie~n]nplo)rlilent ill co~unection With 

the processillg of Jacltsoil's loan certifying that .laci:son was a manager f o ~  800 Flo\a~ers. 

(14. T. 01/24/200S, pgs. 147- 14S; PDB Exllibii 1022) 

79. lackson's wages in 2U01 and 2002 viere only S:11:363.12 and $15,S22.27, 

~.espectively; Jacl:son was emplo~led in the capacity o? a forklift ojlerator for' SOU Fi6wers 

-not as a managei.. (PDB Exhibit 1048) 

SO. In furtherance. of his investigation, C~.ossland obtairied and coinpai.ed docuil3eilts 

contniiicd within tile l;\vin h/lol-tgage file iol- lacksol? against the docume~lts cont~iined 

witl~ili Respondent NolthStas's file for Jaclcson; Irwin h4ol~Lga~e's file contained only the 

altered pay stubs for Jacksoll sl~nln~ing an hourly pay rate of X20.56, and the altered 141-2 

for the year 1001, sho\ving Sacltson's total wages as 5;41,837.49. (N.T. 01124/200$, 11. 

140; PDE E):hibils 541 -543) 

i;l , Il-\vin l\/[oi,t$age's f i le conlained a Recl~lcsl foi- Ve~.ification ofDepasi( fi-0111 

F1-iedmau a1 Responden( Noi~tliStai~ to Local 804 Federal Cl.edi( Unioli in Long island 

City, I\lY 1 I 101, urllicll pul-l>o~-ls to verify Lila1 lacltsoil l ~ d d  a cur-r.crlt baluiice i17 his 

sa\,illg " C C ~ U I ~ ~  of ;26,908; ,lacIcsoii nnjel. had aii ticcount wit11 Local 804 Federal CI-edit 

( j t i i ~ l 1  i)) Lor,j; Is\a~l(l Ci111, IVCW I'(,d<, (PDB l .~xl~i l~i ts  I [I:).(), I[)?J\) 



$2. I r~ l . i~ i  l\ljo~-tgage ]j~.o\~idcd a loan to Jaclxon iii  the anlounl of S140,000 based, in 

~pul.t, upoii false information provided by Reslmndenl Nol'tIiSCal that Jncl:son's annual 

illcolne \+)as $41,837.49, as ol3pcised to $ 1  1,363.12: nnd that laelison llnd molley available 

ill a credit union account totaiing S26,568, wliel~, in fact, 11c had no sucll account. (PDB 

Exl~ibils 540-543, 11120. 1072, 1024, 1048) 

83. Upon disco\ia-iilg the disparities in Re;pondent l\)orLi~Star's file fol- Saclcson and 

ll.wi11 Mol-[gage's f i le  for incltso~l, Crossland !net wit15 Messrs. Fenelle a n d  D'Elia at 

Respondent NortliStar and showed tbcln the falsified documents. (1J.T. 0112512008, p. 

24 1-242) 

84, h4ess1-s. Feuelle and D'Elin discussed the Jacksol1 file with Buchanar~ and 

Friedman; Friedlnan did not admit that she falsified tile documents in the file, but, she d ~ d  

admit that she collected the documents; Bucl~mal~  denied any invol\letnent with ths  file, 

despite having prepared and s i ~ i e d  the Uniform Residential Laan Application as the 

"]~~te:viewer." j!\'.T. 01/35i'300S, 11. 243; PUB Edlibil 545) 

65. I\4essrs. Fenelle and D'Elia fired Friedillan but did not fi1.e Bushatla~l for two 

reasons: ( 1 )  Bucliaiian denied pi-occssing tile filc; and, (2) Buciiana~l had already "been 

thl-ough an ordeal" atid 1\41., Fenelle found ii "1ia1-(1 to believe" that Buchima~~ would be 

il~volved a ~ a i n  bemuse~Ruc11man ktie~~l hat  iflie engaged iri ":my itilpl-oprieties, he 

luight wind ~ 1 1 3  111 jail.'' (1q.T. 01/25/2008, pgs, 243-245) 

( )  Kevin NolteIDou~las a n d  Kari TJavne: 

80. JCevin Nolte("No1Lc") cul:rently resitles at 7S6 Csiiistel- Rcii~d, I-Ii~lllnnd Lalrcs, 

]\lcw Ici.sey, n,here he has residccl silice June of 200 I .  (1d.T. 0 112412001;, p. 230) 



6 5 ,  TIJC iqolte file was one of tlie app~.o);iniatzl)/ 400 files that Crosslarid and i l ~ e  rwo 

We~a~.i-rnerll i~~vestjgatol-s obtainccl from Resl)o~iticni No~-li~Sta~.'s files ill Api-il of3004 to 

tal;c hi~ci: to tlieir office to I-evien~. (1J.T. 01124/OFI, pgs. 62 ,  I 19- 120) 

28. T \ J ~  fo\io\ving documents \vel.e foulid II I  Kesl~o~~dent  NorthStal's file p~rtaining to  

r Page2 of 2 ofa h4ortgage loaii disclosur-e, containin:: n purported signature o,i' 
Nolte, datecl 6/3/07 (PDR Exhibit 361); 
Good Faith Estimaie p1.epal.ed May 8, 2002 by Respo~lde~lt NortI~Stai-, containi~~g 
a pu~poi-Led signature ofNolte (PDB Exhibit 362); 

* T~utlj in Lending Disclosure Statelllent from Respondent 1JortliStar to Nolte, 
containing a purpolted signature of Nolte (PDB Exhibit 363): 
An Agreeli~ent for the Sale of Real Estate dated March 20, 2002 between Kul- 
Tac, Inc. and Nolte for propelty known as Lot #209 of Pleasant Valley Estates, 
I\llonroe County, PA at a purchase price of $1 65,000, containiug a purported 
s~gnature of Nolte; the pertinent iiifonnation contained within this A g e m e n i  is 
writtell iii by hand [PDS Exbibit 364); 
Anothu. Apen ien t  for the Sale of Rzal Estate dated Alla~ch 20,2002 between 
1Cal-Tac, Inc, and Nolte for prope1-ty known as Lot 2209 of'Pieasani Valley 
Estates, Idonroe Count)', PA at a QUI-chase price of S;l65,000, containing a 
purported signatul-e of Nolte; the i n f o ~ ~ ~ ~ a t i o n  coiltai~led rvitliin this Agreement is 
t)lped (PDB E~hibi t  365); 

m A commitmeiit letin- dated ]\lay 14, lOU2 f'l-0111 Buclial~an at Noi.tl1Sl.a~ to Nolte 
(PDB Exhibit 498); 

s A Residential Lease Ag-ee~nent dated June 15,2002 betwee11 l\7olte (Landlord) 
and Havisha D. R ~ l n o o  (Tellant.) for leased pl-e~llises situated at 7 S l i  Ca~~is te r  
Road, Highland Lakes, )dew Jersey (PDE Exhibit 1032): 
A letler dated July IS, 2001 from FI-jedman to "Mihoin i t  hley Co~iccm" re: ICe\~in 
IJolte - 209 Heinloclt Lane, T<u~il~leio\z~~~, PA 18058 - stating: "NortliStar 
h/lo~,L~age hw.eby assigis ail I-ights and intel-ests ill the appraisal oftlie above 
cal~tioned property to Homestar Mortgage Sc~viccs" (PDR E):liibit 1033); 

e A front copy of il ~ l ~ e c l ~  dated 311 9/02 fro11 NnlLe I,t~gistics LLC, l~agable to ICal- 
Tac, Inc. in the amounl of 53,000 signed 1))' I<ev i~~  L. 1Yolte (PDB Exhibit 1034); 
A front copy of a cl~eclc clated 4/1/02 fro111 l\iolte Logistics LLC, jnayahlc to Kal -  
Tnc, Inc, in the amount of $2,000 sig~iccl by ICevin L. ldolte (PIIB Exl~ibit 1035); 

a A copy u,rtIje. caancellecl baclc of a cl~ecl: (IiUB Exllibii 1036); 
s A ctjl~y of a cliecli from Gaie,wa)i Abstract Lo ihc orcler dNorthstar in Llle anlou~ii. 

o'$7,775,OU, i-ep~.ese~iiing NorLhStal-'s fee incorlic in tlie NolLc tl-ansaciion (PDB 
Exhibit 1071); and, 
IJiidn-~~ri~i~igJ~ec~sionlC:onciiLioii Lel.(el- firriil (:o~lt~LryWi(ic I-lo~nc I.,(I~HIs, 111~. 

re,y,rdijip, Nolle (1513l:l Exhibit 10'7.5). 



(N.T. 01/?4/2UOS, pgs. I 19- 125) 

29, Nolte signed a Dol~owel- Signature Autliorizalio11 1vit11 Respottde~tr No~.thStar to 

allo\v Resl)onde~it Idol-tllStar. to r.un liis a~edit Iiisto~.)~ because l4oIte liad agreed to c o - s i p  

a mo~.tguge f o ~  Douglas and Kal-j Psyne; the Paynes u1er.c fi-iends of Nolte who ltad tile 

money to pay a 1110rtpag~ but who w e ~ e y o i l i ~  tIlr.ougii difficull ti~iies und  (lid no1 l ~ i l v u  

s~ifficielll credil to obtain n mortgage. (I.I.T. 01/24/2008, 11~s. 235-236) 

90. Nolte ~lealt with Buclia~la~n at Respondent NolthSta~ a ~ h o  11e came to 1;no~t 

th1.ou~11 the Paynes. (1q.T. 0 1/24/2006, p. 237) 

9 1 .  ldoitc fixed bani: statenlents and other documellts, ns requested, to Respondent 

NoitIlStnl~ to \~erify assets and inco~ne for h e  pulllose of being a co-bo~~-oww-. (1d.T. 

011'14/?008, p. 256) 

32. The propeiiy that Nolte had agreed to co-$ig the mortgage on was 209 Hemlock 

Lane in ICunkIctou~n, PA. (1V.T. 01/24/2008, p.  236) 

y;, Priol- to tlhe hearing in this li~atter. l\iolie had never s te~i  the Residwltial Lezse 

Agree111eiit dated June 15,2002 Letu1ee11 IJolte and Havisha D. Rallioo for leased 

p~-elilises situated at 786 Canisier Road, Highland Laltes, New Je:.scy that w a s  found in 

Respondent l\lol.thStal.'s file (PDR Exhibit 1032); Nolte does not lalow anyone by the 

naive (,TI-Javisl.~a D. Ra~noo and \?as never leased his lio~ne at 786 Ca~zisteal- Road, 

kI.ljgillaild Laltc to tinycille. (N.T. 01/24/2008, 1 1 ~ s  23 1-73;) 

91. Nolie ne\w ente~ed illto an agrce~iler~l to iluild n l~ouse \vili.i 1Cal-Tac; Noltc is not 

fal~iiliar \ritll the Apeernen$ for the Sale of Real Estalr bctween Kal-l'ac and iii~ns.elf 

illat \4)ere found in  Respo~ldent NortliStal-'s filc. (PUB E);iiibils 364.365) 



95, Dougias sncl I(ariPay1ie \yere supposed to he oil the mortgage; hnwevel-, Nolte 

fc~~uid o u ~  a1 closiiig tl~sl tiley were no[ goi~ig to he on [he mortgage. (N.T. OI/24/1OOS, 12. 

3 9 )  

96. \'\'he11 l<r~lte got to llic closing, Buchanart explailid lo Nolle tliaI o111y his rlanie 

v,,ould apl)eal, 011 the nlclrgage h1.1t tlrul tlie same "cleal" is going Lo Iral~pei~: after- a year, 

Ijoltc woulcl just trai~sfcr- tile house nut of his name into tile Paylies al~d hc woulcl be 

"dolle with it." (14.T. 0112412008, pgs. 239-240) 

97. A[ closing; BucSianan asked Nolte to write out two cllecks "co~.respondiilg \vitl~ 

Doug and lia~,i" for Buchanan to llhotocopy and tllen @ v e  back to lqolte to \loid and teal- 

up. (N.T. Oli 2412008, pgs. 237-238: 247; PDB Exhibits 1034-1035) 

98. Tlie Paynes were present at tlie closing because they were under the imp~ession 

that tile mai.tgape wss p i n g  to be in tlieir names; upon g"Iti11g t h e ,  tlxyy, Loo, were 

informed that the mortgage v,as only going tcj be in Nolte's nanle. (N.T. 0 1/24/2008, p. 

?L>j 

99. The i51S time that Nolte met the ~ e n t l ~ 1 1 ~ a i  fro111 KaI-Tnxvas tit closing; IJolte 

was under the iii~pression that if h e  did not s i p  the ~ ~ ~ P I T I ' o I - X .  i ~ e  \ilould be  sued by the 

builder because they liad Bone nll the way Lo closing. (N.T. 01/241200~, p. 240) 

100. The 209 13~inlo~li Lane ~~roliel-1)' v'eill ii~to foreclosure; as a r.esult of the 

tl~ansactioiz, idolre's credit is desti.oyed and he h i d  to obtain a second mortgage. i iU.^T.  

0 112412008, pgs  243.244) 

I 0  i . Al all  I-clcvanl and material linies Slcilc Gattel \ V ~ S  a branch inarlayer- for 

Counirywitie J-Ion~e Loans ("Countl-)wide); Countl-hquide is a Ic~ltla.. (1q.T. 01 /04/200FI, 

I>;;$. 357-359) 



lo?. Countr)wide has 8 writtal agree~neni with all bl-oltel-s with \ ~ ~ l ) o n ~  it does 

busi~l-ss; Countr:\~widc w1jII olily receive documel~ts fi.om 8 broka- \vith ul l~o~n it does 

i~~~siiiess. (N.T. 0 1/04/?008: pas. 3.59, 362) 

103. Two Unifonn Resiclentiai Loal-r Apl)lications were submitled by Respondent 

NortliStar to Cou~~tryu~ide in conilection with the IJoltc ]man ira~~saction (PDB Exhibits 

1073 and 1074). PUB Exhibil 1073 rel,l.eseuts that the "i~~te~-\lie\hlca"' was Buchanan: PDD 

](I74 yepresents lllat tile "ii>te~.\liewer" was Fricdltlan. Both loan apl)Iicatioi~s identifj~ 

ldolte as the borro~ver. (N.T. 01/04/20UC, pgs. ?76-37Sj 

104,. The significance of a ~esidential lease to Countryvide means tliat a borrou~er 

miglit be Tenting a place wllere they live 01- they may own in~~estment p~,opei-ties and have 

tcilants iiviug in those investment properties; ii'tenants aie lilting iri investl;lent 

p~o~el-ties, tile resideiltial leases ~rould afiect the iiiconie calculation. (1.1.7. 01/04/2OUS, 

p, 362) 

105, Tile s jp~j f ica~~cc  of 11avjn~ a cop)' of tilt- deposit cl~eck for n pul.chilse llloney 

transnction in a mol'rgagc bansaction file is tllat it verifies to the lendcl that the 

borro~~er's deposilmoi~ey ns reflected oil ilic oycement of sale n8as acluillly paid. (N.T, 

0 1/04,'2UOS, pgs. 370-31 1 ) 



CONCLIJSIONS O F  LAM' 

I .  The Secretal-)I lius jurisdictio~i over tlie Respo~idel~t IJo~~thSLar ill tl~is matter. 

(Findings of Faci ]\lo. 1-4) 

7 Resj~o~iden( l.jo~tl~Stal. was ser\lecI wit11 a colny of t i l t  De l )a~~me~~I ' s  "lvlntioi? lo *, 

Susge~jd License Pe~iding Full tIcai.ing on License Re\~ocatioii and ]\lotion Lo Refuse 10 

Renew" and wils grilntcd n n  ol~portunity to be heard in accordance with the 

Admiilistratjve Ape:!cy Law, 2 Pa. C S. $504. (Record aiid Transcript, pussi~ii) 

3. The Del~artment is authorized under sections 3 13(a) of the Mortgage Banlcel-s aand 

Brokers md Consu~i~e~Equify Plotectio:! kc[, 63 P.S. $456.314(a), to suspend, revoke DT 

~efuse to rcne\tl any license issued pursuant to the Act after giving 30 days' written i~ot ice 

ic, the license, stating the contc~llplated action and the reasou tilerefore, if the Departtncllt 

shill] find,  aft^ the lice~isee has bad an oppoltunity to be heard, that the licensee has, 

inler alin, ellgaged in unethical pi-actices or co~~duc t  in connectioi~ with the mortgage 

busiliess. 63 P.S. $456.3 14(a)(5). 

4 The I-ecord of this case is replete with evidence that R e ~ ~ ~ o n d e ~ ~ l  I*TorthSta~- 

th1-ough its owners, agents andlor einp1o)~ces engaged in unettzical practices and conduct 

in connection with the mortgage business. (Findiligs of Fact Nos. 1 - 1  05) 

5. 'The De!iarkme~it lrns de~no~lstratcd tlzin~igh credible, conqxtn~t  and significantly 

com]-relli~ig e\~idalcc that tlie Del-rartment ]\as just CElUse to i.cftise lo ?,e~lcw Resljondent 

I\io~.~liSlni-'s first 111orLgage bl-ult,er's license, licc~zse n ~ ~ l n l ~ e r  31 1 9, and its cor-resy~onding 

bl.811cl1 office licelise, licmsc nu~nber 3419.001. (Findi~lgs of Fact Nos. 1-1 (15) 



6. Tile Depal-t~nenr has de~lionstr-ated througl~ &].edible. comy7ete1ll and siy~iilcantly 

corn~>elli~~g eviderlce that Rcspo~ide~ii No~thStal. '~ filsi mo~-tgagc broker's license, license 

number 3419, and its correspond in^ branch office Iice~~se, Iicer~se ~,ulnbel. 341 9.001 

sl~ould be suspenclcd i~ldefil?itel.~)~. (Fi~ldillgs of Fact I\icjs, I - 105) 



DISCUSSION 

This sole issuc before tile Secrzial~y of Banlting ill this biful-catell l)~nceecIilig is 

\vl~etl~el- sufficienl e\lirle,~lr:e exists LO SUI-I]~C~I.I the Department's "l\llottoli lo Suspend 

Lice~lsc Perldil~; Full tlcarillg 011 License Revocatiorl ulid h4otioi.t to Refuse to Renelu" 

(11ereinafier "h4otion to Suspe~ltl and Refuse to Renew"). 

The Rel~al.tniel~l deri \~es its authol-ivy to suspend a licerlse or' lo reT~~se to l.el)e.ul n 

license fiom seclio11 3 13 of the iv io r t~qe  Bankel-s and RI-oltws ar~d Collsunrcr Equity 

Pl.otcction Act, 63 P.S. 5456.3 14(a) ("Act"), urhicll pro\~icles, in p e ~ t i n e ~ ~ t  p a ~ t :  

5456.313. Suspension, .revocation or rcf~~sal 

(a) Departmental action. The del,artme~~t ]nay suspend, revoke or 
refuse to renew any lice~ise issued pursuant to this cliapter after 
vivinp 30 days' written lnotice folwa~ded to the lisensee's principal 
D 

place ofbusiness, . . statilig the contemplated actioll nnd ilie. yeason 
therefore, if the depart~ne~lt shall find, aBer the licensee has had at1 
oppol-iunitg to be liea~d, that the licensee has: 

, . ,  

(5) Ellgaged in disllo~lest, hudulent  01. illegal practices or c n ~ i d u ~ i  
in any ~ L ~ S ~ ~ E S S  01, U I I ~ S ~ ~ I .  OJ unctl~ical pl.ac,tices or coilduct in 
col~nectio~l with the mortgage business. 

. . . 
(14) Demonstrated iieglige~ice 01. incompete~?ce in perfomling any 
act for \vl~icIi tile licelzsee is requir-ed to hold a licellse under this 
c ~ ~ a ~ t e r . '  

hs tile procediti'al liis101.y of this casc 1-eveals, tlie Depal-tmellt's Motion to 

Suspend aiirl Refuse Lo Renew i s  1x11.t of a larger consolidated PI-occcding thal invol\~es 

atlditiol~al 1iamed~es1)ondents. Ho~je\~el-, because of the gravity of tile ellegticins in the 

consolidated l~roceedi~lg and tile lilne in\~ol\led to ensure Lliat each 11amccl Resl~ondent i s  



1,1-nvicled a due  jsrocess ilearing to defend agaiilsl those chal-ges, tile i~lsiallt matter, wl~ich 

addi-esses only five coiisun~el- loan fi lcs, u1as l>ifurcatecl from tllat proceeding so that 

al~piol~r'istc aclion call bc ialcen by t l~c Depmi-rn~enl against tile licellserl n?ol.tSclge hr-okel, 

now, ii'necessnr)~: to protect the public intei-est 

Tl~e  alleged coilduct tlitd is nl issue in this proceedi~lg is set foi-ti1 in Pai.agl.ap11 23 

of the Del~al.tmenl's Motion to Suspend ancl Lo Refuse Renewal; and is limiterl lo tile 

a, T l ~ c  niterati017 of a down- l~~yrne~~t  check in tile matter oftile 
Aults to defi-aud the lalder into believe thnt S;40,000 was a\lailable 
to file Auits for ]>urgose of a $30,000 do~/npaymw~t  will1 funds still 
avnilable foi- closiirg costs; 

b. The alteration of the. dow~~-pa)~ment checlc of the Ault's for 
purposes of siinulating a do~a-pajlment by a n  unrelated pe~.son in 
an u~lrelaled h-ansaction (Nau); 

c. The alteration of the bank staten~el~t of Luckson Etien~ie for the 
purpose of suppoi-ting a gift to Dexroy Millings, a person unknown 
to Luckson E t i e ~ ~ i ~ e .  

d. The fabrication of a gifl letter and forgery of tile sig~at.tl~l.e of 
Luckson Etjeiine. fol- the 1,urposc of defraudin:, t l ~  lendw into 
psoviding a loan to Dexroy Millings by giving tlie appearance that 
he had sufficient finds for a dou~11-pa)~metlt; 

e. The falsification by altel-atioil of a wedit u n ~ o l ~  account 
stateitiei~l by placiog t l~c  nnlne o:rRolxzie Jac1:son on a11 accouni that 
belongetl to a person uni-elnted and u~ll(novu~ to MI-. Jackson, a11cI 
u~irclatcd to the inoi-(page ti~ansactioii, fol- the ]?uil>osc of dciiaudii~g 
tllc 1e11del- that 1\41., Jaclcsoi~ had funds available fur a d ( i~~~?- ]~ay!nc~ l l  
and closiilg cnsis; 

f Tile filsi-ficstion by altr?i.ati[~i.i of tile MI-2 income documents of 
Ronnie Jnclcson fol. the 17~1-pose of defrauding the ie11der tllai h41'. 
lr~citsoil had the incoll~e to supl~ort the repayment of tltc mor,tgsye 
loii11; 



P a y ~ e  by !~l,o\~idin~: tlie front of two dummy c1iecl;s wr-ittell by  
Kevin Idolte, an i~idivid~~al tlial liacl offered in  co-sign for the 
Pa)rllc's 111ortgage, which cIiec1;s werz never cashed. At tile same 
lime, copies of t l~c  c&~ncellation liia~dts on the back o f  cliecl<s actually 
u~ritterl by the Pe~jmes for Llleir do\vnl~aymeiits were ]~~-n\~iclcd La the 
lender. The fi-aucl was further ])elpetrated by providing a fake 
residential lease agreemen1 for tile real home of Kevin Nolte so ti~al. 
Mr. Nolte could qualify rol' tile mortgage on the llo111e lo be 
occupied b)' the Payne's. 

The ~~recedi~ig Fillclings of Pact encal~sulates the evidence tlial was j)1-esel1Ltd by 

tlle Department during the thl-ee-clay Iiearilig on the mat1e1.s addressed in ils l\/iotinn to 

Susl~e~id and Rehse ln ~ e n e w . '  V'liethn- the evidence is u~eighed individually by 

consulne~ laan file, 01, collectively, i t  co111p1-el~ensiveiy supports the Departinent's desired 

~.esuit because a i ~ ~  one qrrhese allcga~ioizs, if suppoi-ted by competent, credible evideiice, 

subsiantiates s findilig of neglig%ice and unethical pl-aciices or conduct in conrjectjon 

wjtll the mortgage, business and is grounds upon url~icli the Depai-tmelit may suspei~d 

and/or refuse to I-enem the license of ally licensee under section 3 13 oftlie Ac.t. 63 P.S. $ 

455.3 14(a). Tlie e,vida~ce presented is conlpetenl, credible and substa~ltial il: all I.espects, 

The record establishes t h ~ t  the Depa~Tlnent's in\/estigation of Respondent 

IdortiiSta~ originated in  April of 2004 as a I-esult ofthe coll\rictio~? of Keith Douglas 

Uuchsnan, one of Reslmndc~~t l\lortliStai-'s cml>lnyees. Uuchanan adlnitted to having 

forpcd a S;36,000 gift letter, which 1,urpoi.ted to bc from onc Tl~omas ~ a ~ l j a r o , "  in suppo~-t 

of the i(elly and David Nau loan transaction. Tlie criminal i~ivestigelion reveatcd tlial 

Pag1ial.o'~ per~so~ial M&T Bank strztcll-)ent uras used by Uuclianan to perpet~'alc tile fi-aud 

AI~l,oi i l~l i  lllc evidence prcse~itctl du r i~ lg  tile thl-cc-day lieari~ig iocl~~ded lesl imo~~y a1111 tlocumcr~lal-y 
cvide~~ce 011 mallcrs hcyond rl~ar \vhicIi is lilt snl?iccl oltlic Molion Lo S I I ~ ~ J ~ I I ~  il11t1 I<eJIIse lo RC~ICU,, llie 
bdrlilional cvidcncc wns picsel\Icd, ul)oll agl-colllelil O f  Liie parlics, ill lilc illlcres! ol'jlidicisl ecoilonly, so 
tllni [lie salnc wilnes~es i l , ~ o l c l  1101 liave Lri bc re-callcd tiur-ing tlle sub::eque~ll l~caring on tlic. ~o~is[>lirlalcd 
l~iallc~,s iiddl-csscd i ~ i  llic l)cpnilrn(:i~l's Orders lo  i;Ii~\~'Ciitise. C)~ily C V ~ ~ B I ~ C C  [1181 I S  J I ~ I ' I ~ I ~ C I I L  Ill llic 140Li~i11 
ro Su:;llc~~d rll ,  I<cIilsc Lo ilcllf.:\\, \),,;I:; coi~sitlcrcrl liir (ji~~~)oscs of llliz ~ I ~ : ! r ~ i r n i ~ ~ ~ i l i o ~ i .  



of tile :if! Lo the lqaus. 111 z~ddi~ion, a Fil-st Unioli check in the almounf oT536,OOU payable 

to Gateway Abstrnct heal-ing ;~ccouilt nuinber 102000979 wllicl~ ])u~porlcd to r-epl,escnt 

dow~llii~)nmt~" ~iioncy in the idnu trs~lsactior~ (I'DB E~hibi t  1025) was nlleged, dui.in3 the 

I<,LI cririiinal ill\estigalion, t c ~  be a forgery. 

Crosslar~cl t~slifietl that the Del~ar-tnlall began its in\~cstigatioll of Respondent 

lJol.tliSta~ by mettin: with Messrs. D'Elin arid Fenelle a1 1Joi~tl1Stai~'s pi-incil~~l placc of 

busir~ess nl 1236 Main S~I-cet, Hellerto~~n, P A  alld going thl-ouzll Nor-thStar's files. 

(Despitt Buchnr~nn's earliel- conviction, Buchnnan was still employed by Rcspolideilt 

I\iortl~Sta~. at this time). 

According to C~osslalld, the first file that he opened, th-, Walkel-ll\.lcClain file, 

contained a Certificate ofkutiloi-jzation that bore a s ~ p a t u r e  for Mrs. IA'alker tilnf lzad 

beer1 c211021.i qfanotliei. ~ O C ~ I I I I . C ~ I ?  iii tlzefiie arld raped over what appeared to be a~~otliel- 

signature for htrs. Walker tlm: had bee11 spelled incon-ectiy, tile tape was still there. 

Crossiallri spoke wit11 1\11, Fellelle about the file, but, 11il7,. Fel icYe hod rio i.csp(>ilsr cis lo 

I . I J / I .~ I  11ud occuri,ed. (N.T. 0 112412008, pgs. 5II-59) 

Crossland testified that ns a result of this fiiidi~lg, the Del~artmnlt's investigators 

seized approxi~n~tely 400 loall files fi-0111 l\lol.tliSta~. and took the files hack lo theil- officcs 

l o  re\tiew. The Ault; lacltsou and Nolte files: wllich al-c the sul~ject of this 171-occediilg, 

\Yere all collected as a result of that lucering. The I\~~illi~~gsiR.e~~~lolds matter- 

ill~le~~cndently was hi-oughi to the atlentioil of the Depa~-Lme,nt 'by t i le Chicf Ci-edil Policy 

Offica- for Amwicai-I I-loliie Ea111i uflel- all audit of il~at lelirler file clisco\~cred thel a 

fiauilula~t gift letter hacl bee17 submitled by Resl~oiidel~t IqortliStar i n  s~1p1so1-L of  tliai loall, 



.4s lile evidence in?]~al-ls, cacll of  tllesc loan files contailis t i le indicia of deliberate, nltf~11 

~ l c c e ~ > ~ i o ~ ~ .  

Stcven nnd J rena  Alllt: 

Tile AuIt file \+!as ofl~alticular '  interest to tile Dcpa1'11l1ent's in\jestigators hecause 

an official c l ~ c l c  dla\r~o 011 First Union (PDB Exhihil 1026) tliul contained t h e  sarnc 

cliecl; number and the salne acenun[ nulnber t ~ s  tllc clieck that was thought to he a forgel-y 

in  l11e Lalry Nau tra~~snction was founrl in tlie Ault file. Upos~ closer scrutiny oft l l is  file, 

Depa~- t l~~enl  investigators discove~.ed o/l?er irrcgulr/,.rllc~. 

Pel-tiault to this proceediilg, C~~ossland noticed tiint some of  the file ducumai ts ,  

iilcludillg taro gift letters, appeared to contail1 pl~otocopied, Le., idel~tical si&matul.es. Oiie 

gift letter was in tlie alllount of S;30,000; the otliel- gift lettel- was ir! 81- a ~ n o u ~ i t  of 

S: 10,000 As the e\~idcil-,e reveals, only one gift of  S;30,000 was given to the  Aults  by h41-s. 

Ault's parents; as in tliel\iatc  matte^, the secoi~d gift letter in the amount of 's1 0,000 ]lad 

been fabricaied.' Doug Buchanan, alo~lp u'itli Kiln Friedman, \ ~ ~ G I . c  l e s ]~ons ib l e  f c ~ ,  this 

laall file. U~~fo~-tunately, t he  lender, VJashington 1\4utual, I-died upon the existence ofboth 

of tliese gift letters to close the loan. 

Kesj,onde~~t l\lorthSta~ argues that the Ault transaction "is a classic casc- o f  

"buyet's vernal-se," in which a buyer ~?urcI~ascs a llorue that he later detetulines lie caliliot 

afford ' Rathei. than U:e ilnancial I-esl?oi~sibiiity fol- his contractual obligcllioi~s, Ile seelcs 

7. 
rile Pclilisyl\~a~li~ Slrlle I'nlice C:~inie Lab subscquen!ly confi~.med tl~a! tl~c sie~latures apl,ca~-it~g 011 rile 0 ~ ~ 1  

piri ic~!ers ~nalched up eracliy all(l ~lier.efr)r.c ol-igilialcd fro111 n cuinniou source siglia!ul-e. 

' Rcspo~~dci i~  N~l.lhSlar illsc, generally tlefcllds ugaiilsl llic Del>nl-rmcn~'s aclioll:: ns n \vI>ole 011 llic basis 
llial Nn~.lliSlar a~i t l  it:; cili]~loyccs allcl ex-c~n(jin),ees \b'esc scrved will1 s!~bl)oe~ins slal-liog i l l  Lhcanilel- of 
?.()Oh wilicil dixcIr>i:etl ihal (lie r)c(~ar-l~nelil's itl\,csripi~ioii ~~cvchled malny violalion!: nTllie Pil, Rnnltinl: 
(:<j(It;: :IS well ;I:; (;I i i i l i ~ ~ t ~ l  K!:;, Ac~orcIi11$; 11) l < c , s ~ ~ c ~ t ~ ~ l ~ ~ ~ l  b l o ~ ~ l l ~ ~ ; l ; i ~ ~ ~  llic ~ ~ C ~ ~ ~ ! I I I C I > ! ' ! ;  i~~\ ,wl i (~ , ;~I io~~ \,inl>l!e(l 
scc!iriii 30% o r  lllc Il i~i '~kii l j ;  C:(II~C \vllicil j)~.(~iii[lil$ I i l ~  ~ ~ ~ C ~ I ~ I ~ I I I I ~ I I !  l/lro!lj:ll i l k  cln]3loyccs li-0111 pnl,!i!;~lill~; or 
~ l i v ~ ~ l ~ ; i ~ l ~  10 o~nyol?~ k11i;y ~ 1 i l i ~ ~ 1 1 ~ ~ 1 l i c 1 1 1  ~ c ~ l l ~ ~ l ~ ~ l c ~ l  ili or a ! ; c ~ r l i ~ i l i ~ ~ ~  l.1.011> ally c~111~1i11ali~11 Or ~ ~ ~ ~ ~ l r ~ s l ~ ~ ; ~ ~ l l o ~ l  



to blar~~r: tile Icndei~ai~dlor the bl.okc.r iol- his financial ii'oes." (Pusf Trial Submission of 

Nol-thStar hdor-t~age, unri~t~nbei~ctl pages 3 alld 4). Althou:I1 I\/lessl-s D'klia and Fenellc 

conccclctliat the gifi letter ares "fabr-icnted prcsunlahl)~ by Doug B u c l ~ a ~ l a l ~  aildlor- K i m  

Friedl~lan," tllcy claim tl l~lt  11 coilfained ilo "cut or pastes" 01, ''~llii te-outs" that w o ~ ~ l d  

h a v e  alerted li4essl.s. Fenelle or- D'Eiia tc~ suspicious corlducl (Post Trial S u b ~ n i s s i o i ~  of 

Nol-tl~Stal- Ii/iol.tgage, unn~iinbei~ecl page 4) 111 addition, Respondenf NortiiSta~ GI-gues that 

tile gift was ejtl~el- \la-iced or accel~terl by the lcnder ol- Li~e gift wns not used at all 

t)ecatise i t  was not ~ lecessa r j l  tn  consummate the transaction. (Post TI-ial Submissioii of 

NorthStal. Adort~age: unnumbered page lo)." This defense is disingenuous and meritless. 

Dexrov RcIi l l ines/Fiuna Clavton Revnoids and Sirnone Cla~lton: 

Sim.ilar to Noti and Ad;, tlie Miilillgsirteynolds transactiol? also involved a 

fraudulent ,sift letter, as rn~eli as am altered hank state~ncnt. 

The e\~idence reveals that follewing its o~vn internal investigatioil, American 

Home Banlc detei~nintd that t?le ~ i f i  letter' and ac,compan)'in; hank statellle~~i that ive1.c 

submitt~d by Respondent 11'JorthStar in support of this loan we]-e false. The purpolted 

donor of the ifi (Luc1~so1.i Etie~u~e) did not 1:no~l Millings and did not authorize any gi,ft 

funds to ai~yone; A4illillgs did tloi knoiv JVJI.. Eticnl~e 

riinde by l l ~ e  Ueparll i ir~ll. I-lowe?'o~, as rh?, Depal. l~nct~l responds, llie D c p a ~ t m ~ t > r  is l l le  i.cgulnlo~'y ~1.111 of 
!he Co~nli io~iwealt l l  v'illl respcc.1 Lo i l s  licctisees. AF suclr, [lie 1)epnsllljenl i s  aullioi'ized i n  issue s~~bpocl las 
for lllc \pi-uduccion ofdocuinctilr: (1110 11ir01.11'1alioi1 ~ r i l l i y  k i ~ r d  L I~ )O I~  (irhce1.6 slid cmjlluyecs or  any 
col-llurorio~l, inchtdittg at?)' Ii:c~ieee. 71 P.S. ii733.40l.F. A lictnsec or rile Depal-lmml wlio is a sus]>ccl in 
allegctl ~ ~ ~ r o t ~ ~ f i t l  a~Li\,ily n11d v,rllo i:; ser\,ctl wi t l i  a sublloena liccds lo be inCo~,o,ed o r  ilic sc~'ioils i ialurc o r  
l l ~ e  rnnlla- ror a ~ l ~ i c l ~  hcisl~e ii: being ~,ecjucsleci lr) ~ l~,o\ ' idc inrorma~ion in order lo  icsl7o1id l o  [ l i e  subl~ocnn. 

" I l c s l~o~~den l  I \ iorr l iS~~l- spends cuilsidc~~nl,le Lillie tiiscussin; o l h e ~  e\,ide~ice re!:ni,dilig lilt .A t t l l  I l -a~ isec~ io l~  
I,crlirini~lg cu Good 17;iiilr Lsrimales,fsrlllr ill l.,cncli~iy 2nd ollwi- I)iscIosiiles lint1 [lie Agl-ecnienl rot' Ihr: Sale 
~ i r l<. t$~l  Eslule; IION,C\,I:I', ll itsc li i~i\lr,;~!; 211.c ~ i o l  u! ISS~IC 111 llri:.: i i i l ' t r~ : *~ I~r l  ]prot;k!~;rIi~i)~. '~IK L>c])nrI~l ic,~~l ' : ,  
~AI>IIOI~ lo Stlspc~icI ?III(I IKcrtrsc lo I<~;IICW is Ii111il~:d 10 1 1 1 ~  III;III~;I.,s : ; l ~ t c i l i ~ ~ l l y  ~:IILII.IIC~:IIC(I in  !llc 111oli1;)11, 



hdessss. D'Eiia and Fene l l e  do i ~ o t  dell)) t h e  cxis leuce  o f  tile ii-auduient gifi ietle~ 

t l ~ a t  was creuted and sublnitred Lo American Honle  Bnni: as 1)al.t of the I \ l i l i i n g s / R e ] ~ l ~ o l d s  

ion11 t r a ~ l s t i c t i o ~ ~  I-Iowe\~er, siiiiilal. to Llleil' defense  ill Ae~lt.. 81cy biaine this d e c e p t i o n  (111 

K ~ I ~ I  Fi.iccl171u11, wllo tliey claim was tlie origiiial PI-ocessor for this loan. R4essl.s. D 'Elia 

i111d F e l ~ c l l e  c l a i n ~  Llinl, tliey, as o a ~ n e ~ . s ,  would not  have ]>l.ocessed th is  loall 01. s u b ~ n i t t e c l  

rlocul~icnts on l i l t  loa~i."' T h e y  fu r the i  claim that even tlmugh the bank s t a l en jen t s  of 

Zucl:son Eljenlle were usd ulitllout his permission to nssisl h4r. lviillings in o b t a i n i n g  and 

qualifying fat. financiug, t h e  bank stateiuents \h!el.e no t  obtainerl b ~ ~ l \ i ~ s t h ~ t a ~ . "  Lastly, 

h4esms. D 'Elia and F a i e l l c  a r g u e  that they  took nppropsinte steps wheil t l iey l e a r ~ l e d  o f  

this matter by firing F1,iedinan in Sep tember  o f  2005. 

Ro~iriic Jackson: 

The Jackson file was o n e  of the appl-oxjmatel)~ 400 files that t h e  Departlnent 

i n ~ l e s t i g a t o ~ s  obtained fiom Responden t  i \ lorthStar 's  oI'ficei11 Apl-il o1"2004. This f i l e  

colitained tuJo d$fc).e~ii sets o f p ~ ) '  stubs Yo]. SBC~;SOII ~ U I ~ ) O I ~ I I I ~  to be f r o m  I -SOL) Flo\i~e;l.s 

and i.nlo sets of' W-2s. O n e  set o f  p a y  s tubs  and c o n - e s ] ~ o ~ l d i n g  J1\'-2s sho\veci a n  h o u r l y  

rate for' lacltson of 58.37 and total w a g e s  in the  a m o u n l  of S:l1.264.41:. the other set 

If1 lioatever, rile loall docu~~~cills 6ubrnilletl lo Amer-icaii I-lome Euilh in snpliol-I or  lhis loan i-cvenl (ha! l\4r. 
l'enelle \vns i~ivolved i n  commuliicarioris \~,i l l i  n n  o~idesivrilel- ni Amel-icai~ Home Eanl;. concci-ni~ig 
questions the1 slic llad durilil: Ihev e\,;ilualio~; o r  the I O ~ I I I  bl~l>licalio~l pocl:uge. (PDB Exliibi~s 574-575) 
Buclinna~i - no\ F1-icdmn1i - w a s  Lhe. "lnler\,icwes" for [lie Ul~irolni Reside~~ljal 1,onli kpplicslion (PDI3 
Esllibil 537); Ilium BeieI, nnoher l4orthStas anplnyee nl llic lime \vas e Processor (I'DM ExI~iLil 573); nnd. 
1)l.iol. lo ihc clnsi~ig orlliis onnsaclion. l.lotu~ithsln~iding Ruclianali's pl'evious Coi'gcr-j, cor~\,iclioli in 
cnlincclion ~ ' i t l l  u fiauduIc111 gin lellrr-, nl)d Ruchana~l':, uppal-en1 involvcmcnl  will^ rile Lie as evirlci~cecl 1iy 
tlle Unifnroi Residenliol Lo1111 Ap~liclllioii, olily ~ r i ~ c l ' r ~ ~ ~ ! !  \vas ler~ililliilct\. 

I I Resjiulidenl l'lol.tliSlnr sccks lo jplace blnlne 011 lvir. lr4illi11gs llirnsclrfos lliis suh~nission. h c c o r d i ~ i ~  In 
I~e.slloli(lelii Noril~Slar, "Mi. l\lilliligs' ~elel~lio~iic leslimony, dl~rir~g u'l~icli he was iilii~~.ojjerly sl,cal<ing 
1~1111 O I I ~  (11 l ime u ~ ~ i ~ l e ~ i ~ ~ l i e t l  i~i~liviclu~~ls i n  lllc raolii wi\I? l l i~~ i ,  ii~alccs i l  , ~ L I K I  as ~~rol);+l~le !Ilal l\4r,  1~,4iIlir1gs 
or i>lic o r l~ i s  accolliplicer oiliailleti MI. I'lielint's bnailcii~l iiihrm~iion [Ill-oufh implnlje~ iilcilns." (Thc 
lJ,)s( 'I'riiti S!il~~>~i!;:;io~l rirl?c::~~o~i(lc~i! I.l(i11l:Slal- is 1101 l!;.~)~.i~iatwl: I\owcver, lliis lx~r[i~uIar cll~olc; :iljp?;t~r!: (111 

lp;\j;(: 7.2 ofil: :;i~l~~iii::!;io~i]. 



slio\~ecl a11 iloui'ly rate for Jackso11 of  r20.56 and rotal \vases in tile i~mounl of' 

Thc evidence retcals tlial tile U I ~ ~ ~ O I Y I ?  Resideritjal Loall Al~~jlication in this m a t h  

\was subniitted by Resljol~de~~t Nor-LIiStal- tI?l.o~~gI> Buclianan to l~wil? Moi-tgage. The loan 

iilcollle ofS;3,563.00 2nd that his soul-ce oi'fundjng for' his (low11 ~ ~ a y m a i t / s e t t l e ~ ~ i e ~ ~ t  

cliarges iiicluded S;75,0[)0.00 oia~lailabie funds in his checking/savings credit union 

accounl. Ti1 reality, Juckson had ncr credit union account; lie was e~i~ployecl by 800 

Flowe1.s as a foilcltfi opeiatol- - lloi zs a manages - and, his wages in 3001 and 2002 were 

only $1 1,363 12 and $1 5,622.27, ~especti\~ely. Unfortunately, Irwi11 Mortgage pro\iided z 

loan to Jackson in tlie atllount of $140,000.00 based, in part, on false iniolm~ation 

by Respondent !~ortliSlar that Jac1:soii's almual incolne urns S 4 i  ,S37.49 - 110: 

$ 1  1,363.12, and that Jacliso~i had a\lailable funds in his credit unio~i zccount \vllen, in 

fact, no sucli account existed. 

Similar to its defense jn relation to the Airlr aiid ~\fiilirigs/I?ei~n.oIds itlattel-s, 

Respondent NoiThStnr ayyes: 

. . .the fabricated payroll info~inatioii for h4r. lackson was not, and 
~vould not have been, I-eadily appal-e11i to Mr. Fe~~e l l c  or ally other 
seasoned mol-[%age b~okei  ujloli a routine audit of tlie file. Neither- 
Ivll-. Fellelle nor l\g/~r. D'Elia are handwriting expel-Is, siicl as the stale 
police witness aci~llitted ai trial, many of tlre su::pect clocun?eiits 
I-equil-ccl sophisticated lab equipment ar~d extensive tl-ailling by a 
Iiaiiclwr-iti~~g expert to clelerriii~ie wllctl7m. or not these and olhe7. 
docurnaits [lad been alta-cd, Thus, \vl?ile satlcticlrls against Mr. 
Rucllanai~ a~lclior Ms. Frieclmail may be apj3i-ol,t'iate, atte~lipts Lo 
~~c l id i zc  NortliSrar 2nd i1.s owner-s witl~out a n y  cvidellce of 
I(no\vlcdge 01. pal-ticipation ill these isolatcd eve1,ts occurring scveral 
yea1.s ago iz ~iilirel jl i~i~~p])ruj)~.inte. 
(Posl'f~~iiil Subn~is:;io~l ofNorlI1Stt1r, l i l~l l ) a ~ ( : )  



Kevin NolteiDou~las nnd Knri Pav r~e :  

The alleged misconduct at  issue ~ ~ ~ i t l l  respeci lo tlle Noltc matla.relatcs to two 

dummy cllecl<s tila; 1vci.e allegedly prosidcrl to tile lenclei in support of a loan Tor 

p:-o]ol,ert)l situatc at 209 Iicmlock Lalie, I<u~zl<letou!n, PA that was 1.0 be pul-cliascd and  

nccul,ied by the Pn)~nes, and a faltc residential lease a~-eemenl  thnl \vas allegedly 

13ro\lidetl to the lenrler so that l\lolte, u111o had ayeed to co-sigr the 11101.lgage \vitii thc 

Paynes, c.ould quali% for the ino1-1gage. 

Kevin Noltc Lestified tila1 the Pnyrles were fi-ietlcls of his who \had money to pay a 

mostgage but did nu1 11ave sufficient a-edii to obtain a mortgage Nolle testified that he 

agreed to co-sip a mor tgagdo~  the Paynes a11d dealt with Buchalza~i at Respondent 

Nol-thStar th~ougl~out tile process. According to Nolte, he faxed bald; statelnents and 

otlm documents, 2s requested, to Bucllanan to ve~-if)) his assets and income for the 

pu~yose of being a co-bonower. 

The fi1-s; time thai Nolte saw the Rtsidejitial Lease kp-ecmeilt that was sul>mitted 

to the. leilde in suppot? of this 1oa11 was at the Ilearing on January 24,2008. V\ll~e~? shown 

tile .4y:ecinent, he was clearly surprised. Iqolte testified that he has never leased his home 

to anyone and docs not hiow anyone by the name of Havisha D. Ra~lloo (the nained 

Tenalif 017 t i le 17esidential Lease Agce~ne~ll) .  His tcstilnony wns a-edible. 

kccol-ding lo Noltc, 111-iol- to closiiig both he a11d the Pag11les 11nrle1-stoocl that the 

Paj11.les ~vould be on the mol.~gage: ho\~cvel., at closing, ail tlv~ce lcarned diffel-elit1 y. 

Wi.le13 ]\ir~ltc got to the closing, P,uciial~an approaclled him and exl,iairied to Iijln that only 



his name ~ ~ o u i d  apljeal. on the inoltgage. '' P.1 this salnc. time Buchanail asked Nolte to 

ulrite out tu1c1 cliecks "cor-~~espo~idi~t.  wit11 Doug ancl I<uri" fat, 13ocllana11 to p1ioiocop)i 

a n d  tile11 give bacl; to IJoIte l o  void and tcar up. kcco~-di~lg Lo Nu,lLe, tile closing was "a 

big rush to get evel.)/lliing signed." (N.T. 01/241200S. 1,. 240) Nolte \vent thl-ough with Ule 

closir~g al~tl sig11ei documents tllu( I I C  was instructed ro sigl because 11e ~ I I o L I ; ~ ~ ~  hc would 

be succl if 11e did llol col~sulnmate the tl-ansaction ai the lime of closi~ig. (N.T. 0 1/24/2006, 

PI-edictably, Respondent Nol-thStar blanics Noltc for the wrongs that occul.red in 

c o ~ l ~ ~ e c t i o ~ ~  with his loan closing. Accol-ding to Respondent Nol-thStal-, l\lolte should not 

hnve sig?ed false down paglllent chec1;s when Ile did not ~naite an)' such d u ~ ~ n  paynent. 

' Indeed, the commo~~ theme thi-oulout Respondent l\iorthStar's defense is that any 

i~~o,i.gdoing in connection with the loan files a t  issue was done eitl~n- by Buck~anar~ or 

FI-iedman ol- b ) ~  soltieojie otlter than Messrs, D'Elia or Fenelle. Accordin& to Respondent 

For nearly three years, the. Depaltt~ic~~t.  , .']]as e~nba~.ked on au 
unprecedented 'scorched earth' prosecution to connect the principals 
of No;thsla~, Messrs. Paul Fenelle a~id Leonardo D'Elia, as well as 
several other eln~~loyees, Lo isolated impi-oprieties committed solely 
by Doug Buclzanm~ and ICim ~i-iedman.14 

. . . j i  is clea~ fi-0171 tlle evidence al L l~e thl-ec day tl-ial thal I\'orllist;~~.'s 
ljl-ilicipals, A~P,SSI.S. D'Elia 811~1 Fenclle, had absnlulciy no 

I ?  
Accordiii~ lo I\'olle, BucI1anB11 Lold Iiilli Llinl tllc s?lllle "tleal" would irallspir~d, /iflei a yea]': I'iollc would 

j u s t  ~l.c~ilsfer. rho Ilousa u111 of his iinmc inlo tlic Paynes aiid llc i r~ould be "do~~e.  \villi il." (I\l.T. 01!1-1!?008, 
1,;s. 2.79-240) 



in\/olvement wi th  any o f t i l e  h u r  loall files or. inlernctcd in  aoy N I ~ ) )  

wit11 Dnuz Duchnnan o l ,  ICim Fl-iedman c o n c e n ~ i n g  these  files, prior 
to closillg. I t  is a l so  d e e r  that ,  ~ l l l i l e  I I C I I I ~ C I .  l\4s. F e ~ i e l l e  nor  1\41., 
D'Elia I-cvie\ved 01- audited an)' of tlie ~ O L I I -  files pl-i01. to c i o s i ~ ~ g ,  
tliei-e is oo legel l'equir'el~ieiil irnl)osed on the111 as pii l lcjpais of ihc  

I 'l CC111l~lRIl)~ LO (111 SO. 

Unf'oi'tunaltly, whethel- hilcssrs. D'Elia and Fenelle acti\~ely pi~l-iic.jpat.ed i n  tile 

fraud and deceit oftlieir e m ~ ~ l o y e e s  o r  lharl n o  k n o a ~ l e d g e  of it at  all is immatc r~ ia l .  

Rezardless of tlleil- I;nowledge or pa~l ic igat io i i ,  the longslanding a n d  time-lioiinrecl I - L I I ~  of 

law in th is  Common\~~eu l t l ?  and e l sewhere  is  tlinl'tlley u1.u ~ e s p o n s i b l e  based upon the 

following tenet :  

n principal is l i a b l e  to innocen t  third parties for thc  El-auds, deceits, 
co~lcealnients,  misrep~esentadons, torts ,  negligc~lces a n d  o t l~e r  
~ ~ ~ a l i ' e a s a n c e s  01- mis feasances  o f  his a g e n t  comtnit ted in the c o u r s e  
of his e~n]nl,loj~me~~t, a l though the  111-incipal did not  author ize ,  justifjt 
OT pal-hcipate i n ,  01. indeed 1<1io\v of,  such misconduct ,  or ev:n if he 
foi-bade the. ac ts  or d i s a p l ~ r o v e d  of t l i e ~ ~ ~ ,  

Aielio I>. Ed Saxe RcalEL?Eslute, Inc. 508 Pa. 553, 499 A.2d 282 ( 1  985).16 

l(1 
111 kicilo, oin- Si!p1-c11le Courl rekrel~ced a body of cast laa, ill Pclmsylvania alld sisler jur-isdictio~is 

syam~ing ncarly 200 yeal,s tliar suppol't tl~is u'ell-dcfined rule. Peimsylvania cascs on point iilclude tile 
follo\ving: Gnclr~iln~i iz ~401ile. 326 Pa. 189, 192 A.2d 485 (1937): Frcrccdriinri 1:. Pi-oi~io'oicc T+h.~l~iiigrori 
I 0 ,  182 Pa. 64\37 A .  ( 1  897); DcG-llcli 1'. A;o.or;, 180 Pa. 347.36 A. g61 (lR97); lid(;Nci/c I:. 

Cricilcrricl, 168 Pa. 16, 31 A. 939 ( 1  893); Iiidcpo~rier~r Oirig, LC Li~ori As.vn. 1,. iierii E,rrcr~c Tliic 111.r. & TVLI,Y( 
Co., 156Pa. 181, 27 A. 62 (1893); G~~isw~i~Id i~ .  GciiOic, 126 Pa. 353, 17 A. 673 (lS89):Bt.ooii.c1~, hrc~r  Yori:, 
L.E. & II/X.R.. 108 Pa. 529,  I 1%. 206 ( I  8M); El-ic CiQj li-or1 li/o~./s I '  iroi.Der- orid Cn.. l(l6 PI,. 12.5 ( I  884); 
Clrsrro- 13, Ti/~rs~,illo Gus LC liis~ri~or~cc Cu., 63 Pa. 381 (1 869j; Sl~clhcriil~r~ I! nrorrm,i., 7 Serf. it 11 106 
(1821); Phoerilx Irisrrr~rir~cc Co, 1'. Pr.~lll, 2 B i m ~  3(lR (1810). Aiclio ar 559,499  A.2d a1 285. 

Cnscs froo-I sisle!, va les  vtllicii :land for lllc propositioi~ tllal pl-iticipals are ,-@sl~orisjblc i o ~ ,  Liicil ngenl's 
misr~piesenlarions thal nm made wcilliin the r;cope of'employruciii iilclude: Ainbat~ln: Or~c~irioi i j .  I;cilr, 206 
Ale. 561, 90 So. 790(192lj; h~. l tn l~sns :  1,'ortghl I: P~~Oclr,ck, 98 Adc. I D ,  I35 S.\V. 331 (191 I ) :  
C:ni~licclicat. /fi:,r 1: 1;irh111, I32 Coilil. 573, 46 A.2rl 337 (1946); I)cla\val.c: l~l/el~.r~c~ri~. Prr111t nccrcii 
Occorl liccrl11~ Co., I6 Dcl. CII. 15, 131 A. 157 (1927); Plol,irla. Pli(firi,. Slcolbury;, 66 Fla. 5 5 5 ,  61 So. 265 
(10 14): Gcol-gin: Plrckc.or~ 11. Rce,ce. 203 Gil. 71 6, 4 S  S.E. 2d 297 (1948): Ran'aii: iVoiiq C/?LIII 1,. Ah Yorig, 9 
l-t;1\4,. 3415 ( i893);  J011lio: Or~got ,  Adit~~!~r~l:r, Co. 1,. Ih7i?cr, 96 I:, 2r1 429 (I9:R) (C/! 9")Iclnlic1; J < P I I ~ L I c . ~ < ~ :  
R<ri/ai, !. lio1ic.rl.r; 23 Kg. 1..1<. 221. 107 S.\AJ. 903 (IOOtl): RTiruicsnla,Lerigi~, Mci-vrrcl~, 9h lvliiin. 43 1 .  105 
1~. \?1 .  4 15 (1905); T\I ississi l~~~i.AIcrtrr ! i lcr  I; Adcal;. 1 3  IA4iss. 296,  96 So. I01 (1723): RqonLnna. A,/ccCin!i; 
i i  Litit:ii/ii Gi.cci1, irio.. 610 1'. 2d 1221 (1980, IM011t.); Nc111~nslca: flrifrcll 1). ijoi+,11rni?.12 Ncb. 801 fi0 1J\)11. 
3x9 (l>;9~.l); Nc\,;i(l:~: lj[ii~k ~ ! [ A I P I : ~ I ~ I ~  11, 1111tl(!i~ / I ~ , r ~ i t i ( ~ ~ l ,  lqc\,. 7fi3, 616 1'. @!id 3Y& ( I  O:<Oj; Ncij, , Icr ,~rq:  
CIiopir~ I,. I \I ,~J/~,Y, bl.l.1,. 4 % l l ,  I47 A ,  3Y$ (1920); N I I I , ( ~ I  C:~li~oIiii~~: fi,'i1/1,1~ I), ,Y/. /,orti,s 111iiot1 ?;II,s/ (:/I., 199 
I I I '  I .  5 3 I l ~ l i ~ i :  I 1 ; I /  23 I .  I 1 128(190!)); 'l 'ci~llesscc: 



The ratiol~ale bel~ind tl~is rule is based upon public lxrlicy considerations. AS tile 

This r'ulr. oflinbility is not based ~1jlo11 813)) presunled autl,ol-it!l i ~ j  the 
aEerlt to do tile acts, bul 011 t l ~ c  ,g,ound of'l~ul>lic ~ ~ n l i c y ,  that it is 
more re~sonable  that \+,I~en o ~ i k  o f  t\vo innocent pe~.sons iuust suffer 
fi'om the wrongful acr o f a  third lperson, tila1 tl~cl,rincil~al wlio has  
placed [lie agent in  the position of rlust anrl c o i ~ i i d e ~ ~ c e  sl~ould 
suffer, ratlier tllari all i11noce11l stl-anger. . . 

Ti is  1-ESUIL can be reached similar l)~ on the familial. gl-our~d that 
when an agent exceeds his authority;his princi]~al cannot benefit of 
liis acl anti al the same time I-egudiatc his a~~tliol.il)~. H e  I I I U S ~  take tlie 
benefit to be derived fi-om the  trans~ction subject to liis agelit's 
fi-aud. 

,4iclla at 559-560,495, A. 2d at 2S5-286 (citations omitted). 

I-Iue, it was, ill fact, l ~ e s s i s .  D'Elia and Fei~elle's loclc ofhio~.~~ieclgcz a~lc l  l ~ , c l c  of 

mpcntisor:l~ over~ ip l~ t  eflhcir. e n l p l o j ~ c ~ s  ' activities ~aihich co~ltribut-d laizely to the 

u~l .on~fu1 md  utletl~ical pl.actices that were allowed to be pelyetrated by No!-tliStar, 

through its e~nployees, upon ths public. l\/lessrs. D'Elia and Fenelle bad a ~ L L ~ I  to i ~ l f o ~ ~ i i  

t h e ~ ~ ~ s e l v e s  of tl~eii- emplnyea '  activities. Tl~desd. that dut! becaillc l ~ c i ~ l ~ t ? ~ ~ e d  tlie 

rno~-neilt illat 1\4essrs. D'Elia and Fe~ le l l e  chose to allou~ Buchanan to colltjr~ue in his 

Criu~11i.011 i? Stiricui,i.iiig, 132 Tern). 03(i, 179 S.W. 152 (1915); Ulnl~: D I I ~ ~ , I J  I! ,101ir.r. 6 IS P.2d 1239 
(1980); ~iel ' l~l~l l t :  G I . c ~ I I ~ I . I ~ ~  1). U.S. L([c I~IS. CD. ?rCi!l~ qfNelv 1'01./i, 96 Vt.  47, 1 1  7 A. 332 ( I  92 I); West 
\'irginie: .loliraco~i i r  A1o!:jolir orld Tq' R?'. Co., f ?  \A1. Va. 692, 97 S.E. 189 (1918): A'yon~ir~g, W<l,ro~i i', 
Rngci-s. I Wyo. 51 (1872). /Jielln al 562, FN 5 ,  499 A.?d a\ 287: F1.i 5. 

Sin,~iiar lo Pen~s)'I\'ania, lilt ~ollti~vi~ig cases fi-urn otl~e~.jui-isdiclions liold [ha1 a )?I-incipal i s  responsible for 
misi.el)~~zse~ilniioi~s of his apenl rcfardless of llic pviricipal's la~o\vledgc llisl llic slalcmenls iiad becli matlc: 
c ~ l i i o r ~ ~ i > ~ :  NCIVC:(J~III~ j,, TI//c ( ~ I I L J v ~ I ~ ~ ~ ~ I !  d TI,II,Y/ Lo,, i > i  h i .  Ap11. >?G: 2i P ,  3 4j6 (133;); iiii~lois: 
~ ~ I c I I I ~ ~ ~ I I ~ ~ I I ~  1'. Ai-c/~iillo. 4!17 111. 552, 95 1q.E. 2d 910 (1950); Knnsns: Rll.rh i! Lce~ilifi, 99 Kan. 408, 162 TJ. 
3 I O  ( I  917); Lol~isinrla: I-Iei~ci~r~so~~ 11, Il/c!,r/ei-~l R4(1r.iiic L" Fiiclirs. Co., I!) Rob. 164 (IT;45)(LA): 
n4n1-ylal i ( l .  7oi1rc~ I? P~~iL',:rhiirg Ilio~rcii X. Cm.. 30 Mrl. 36 (Ifi73): R'l;lssncll~~sclls: /iniw 11, , / ~ , i , ~ ~ . u ~ i i r .  1 3 6  
Ihlass, 379, 128 N.E. 634 (1020); Micl~igtlo. P!,o!dc'i~. Goill~cr, 218 lvlich. 289. I87 N.MJ. 21 1 (1922); 
l)Tis$o~~ri: Lci t~~(11~.  KciOiIe~', 201 S.MJ, 1138 ( I \ ~ o . I ( I ~ I ~ ) ;  N C W  hlcxico: Tiir~~i~,r)>,  filocli, 4.3 l<,l\l. I 17, 86 
ll. 2~1 93R (1938); Ol~in: Al'm~icilroit 1.: .)7iizo: 29 Ol~io App. 4 4 ,  16; 1'I.E. 37 (1928); Orcpoll. C ~ I ~ I I ! / ~ ~ I ~ C /  1'. 

7i1'cedlc, ill 01.. 301. 112 P. 302 (1912); sot ill^ D:~ltora: RLI,UI~I.IJS~I~ I) l<ccc!i, 14 S.D. 1 S5,  8 1  N.Ut. 295 . 
(1100): Tcxns:  Sloli~c 1,. I~IJi,o~t.ii, 62 S.\V. 67 (l'cs. Colii. Al)p.) (19333: Virgil~ia: Jcfi:ro~i S~o~~ciorriLifi 
IIIS. h. I,. Il~cli~ick. 181 l l a .  G21, 27 S.li. I98 ( 1  943); '\4'i.sc~111sin, LNII, I,. <iie~rll. 17 1141s. 542 ( I  875). A i ~ l i o  
al 562, 499 A.21 al287. 



e~ l~ l j loyne~~l  a i~d  ro represent No]-thStar 2fca. he pled guilry Lo forguy in connection wit11 

the A k ~ i i  transaction. 

Fralices Redekovic, tlie Chief C~edit Policy Ofi?ccw. For America~i Homc Eank, 

one of [lie lenders tlial was negatively affecied by tbese ~ ~ r o n g s  aptly explained tile 

consequences of sucli fraudulent activity on the inortgugc inclustr\~: 

The iii~rril invnlved in these types of situations of falsification of 
documenlation, fi~lsificntio~i of infnrnlntion, affects e\~erg~boci)~ 
in\lolved in  the transaction. It simply touches the consumer, i t  
touches the i~ldividuai coml)a~~ies invol\led, i t  toucl~es the lende~r: it 
touches llle end irlvestor, i t  touches lilt end llolders of thernt~~.igage 
haclted securities; in this case, from the collsumer perspective, 
the. . folks invol\led in tlie 1\4illing' tl-ansaction, we stopped 
funding the loan. Tliey could not colllplete uildel- Anlerican Holr~e 
Bank the co~istruction oftlle pro pert)^. . . From the o\/esall lender 
co~l~u~~unitg, the cost and expens- to investigate and the cost to 
prosecute. The integrity ofthe o\rc:.all industly. When a lender sells 
a loan to another conlpau)ly thei; reputation is on the line of 
providinggood ser~iices and the i'iglit 131-actices, and that is a zood 
asset to bsold .  It's packaged up 1 ~ 1 t h  other assets and a ce~tain 
expectation of performal~ce of the paitfolio O~CL'I I ,~ .  l'ou've got. . 
retirement fu~lds being invested in those innrigage hacked securities. 
That's for the long-tenl? protectin11 ofretil-ees. You've got . . . 
count]-is; you've go! otherpeoljle ini~esting i n  tliose psoducts - 
individual in\'esto~s wit11 expectations of n certain perfoimaiice. It 
sounds like only one transaction, but tlie ripple effect and the cu1tui.e 
to accept tllis type of behaviol' has got to stop in the indust~jl. It jusl 
just has in s t o ] ~ .  

He]-e, the impl-opricties tlmt occul-red in colznection with the loan transaction files 

at issue \vcre 1101, as lie~1)011cle11l Noi-t1iSta1' clainis, "isolaled ilnprojlricties.'' 01) the 

contra]-),, a pattel-rl ofde~iaucliecl trickery a t  the cost of inllocenl parties, the public ancl Clie 

i1ld~s1l.y al  large \atas ongoing under tlie 1?iuc11 ~leglectful cyt ofl\lortl- star's 1>rincil1als 

U~~forlunately, the testi~nony of Mess[-s. D'EIia and Fencllc in t l c i i ~ s c  of illeil 



afterniatli o fBucl ia~~~n 's  conviction a~ i r l  lends sul~l~ort to the relief sought by the 

Del)n-t~iien\ ill its h4otion to Sus1,md a~ld Rcfusc to Renew 

)ucstion: So ill t n i i ~ s  of taking a look a t  the files afier Mr. 
Eucliaiia~i's con\liction, woulrl tllat 11:1vc heen you]- I-espclrlsihility? 
I 3  h E l :  Actuallj~, 1 thilil: Paul might have clone i t  mol-e. 
I'ni 1101 su1.e Iactuallj~ lookecl at Llie loans. (N.T. 01/25/200S, 1). 393- 
394) 
O~~es t ion:  Did you ninl:e a concei.ter1 effo1-t to dete~miiie if tlierc 
wel-e ally issues ulitli ~lll)' of tlie ollicr files i n  ~ o u i  offic.~? (N.T. 
01/25/2006, pgs. 394-395) 
BY MT-. D'Elia: Yes. (N.T. 01/25/2008, 11. 395) 
Oucstio~z: And ivhut \&'ere tilose efforts? (N.T. 01/25/2008,11, 395) 
B r D i n :  M'ell, no. Tlint's somctlling you would have to 
ask MI-. Fellelle. (N.T. 01 /25/2008,1, 395). 
011estion: M'ell, I was asking you if you niade a cancel-ted effort? 
(N.T. 01/25/2006, ptl. 395) . . 
B v  r\lrr. D'Elia: Yo; l'did not. . . 1 did no'? get involved i1.1 1ool:ing 
at files so much. (N.T. 01/l5/200S, p. 395) 

Similal-l y, ~11ien 1vir. Fellells was questioned why Buclinnan was not teiminated 

along viih Friedlua~i when the false pay stubs and W 2 s  were discovered in the Ro~lllie 

Sacl:so11 file a h  Bucha~iari had u/ iea$i~p~edgr l i /h '  lo , fo r ;oe i~~  in cor7.1~mfiori ii>it/l tlie /\~oL! 

iii,clllei~, Mr. Fa~e l l e  resl,o~id.ed:, "[Doug] denied pi-ocessing of the file; it \+/as ICim 

F~,iedlna~i wlio was in\~olved in processing of the file." (N.T. 03/24/2008, pgs. 243-244) 

V\riie~l furrlier questioned about otliei- reasons that Mr. Fenelle did not fii-e MI., l3uchanan 

after leal.ning oitlie Roiinie laclcson file, Mr. Fcnelle res])ollded: 

141ell. , . he had already been i-ll~-ougli an ol-deal [the foi-gel-y 
con\~iction]. I alould fill(] i i  i~asd tcj l7elieve 11c \4~as - - - Ile was on 
111,obntion. He Itnew that any improp~-ielie~, lie might wind up i11 jail 
01. some 1111~ of-severe sanclio~i a,-ainsl him. . . . IVe weighed llir 
o~~tiuns.  ICim (lid admit in llrocessiilg tlic loan, ller I-esponsc \vas 
n~uch less clelinitive than Doug's. And wc clecitled !<in1 I ~ a r l  to go, 
(l.1.T. O I  125I?UOX, p. 245) 



cnrir bla~!cl~r autll~vitj' to d c ~  as 11e cliose. The integl.ity ofthe loali files initiated a~ld  

\vori;ed or1 by Uucl~ariai~ was not even cluestio~ied. 

brokers, sucll as Respondent No]-LhStal,. Unfortunateiy, under cun-eni laat, tliei-e are no 

educatioriil i.cquir-eme~~ts 21s a ]>I-erequisile to becoming licmsetl as n morlguse broltw,: all 

il)o~-lgagebbrolcer is to pey tile license application fee and meet ~ilinittial other 

~equi~-eli~alls. Simila~ly, iu oldel- to rene\u a license, all that is ~equirccl is the paymenl of 

n fee.17 

Fortu~iatcly, tlle legislatm'e has dete~nilined thai in instnnczs ~111e1-e the Department 

has detennin-d; ~ O I I O M ~ ~ I ~ ~  z due  process hearing; that a licensee has engaged in ullethical 

practices 01. couduct ill connection utitll tile mortgage business, or has demonstrated 

negligence in perfoiming zr! act fol- n~hich a license is required, the Depal-tmeilltll7ay 

refuse to I - E I ~ ~ U ,  ai~d sus]>end t!lat license. That is tlie I-elief the.Delnnment nunr  see1;s. 

U n d a  the factsprese~lted, the Depal-t~neni vilould be rentlss in i t s  responsibility to 

the liublic and the teglated com~zlunity io allow Resportdent NorthSta!. to cor~tinue to be, 

e~it~vsted to llold a fii.st n~ol-tgage broker's liceilse in this Collzn~ou\+~cnlth at this tinie. 

Accordingly, thc fullowi~~fi O:.clcr- is recommended: 

"l)iidel- curl-c111 law. 111c I3epa1,llljenl is also plr~hibiccd iroli? innliil,g c a l e i l~  i~~for~linlio~l. siicli a:; 
i~l\tes(igslions all[! enlorcemcnl acliolls public i ~ ~ i i l r t ~ l a l i o ~ ~  L I I I I ~ ~  a h i a l  decisio~i u i  B C U I ~ S C I I ~  oi'deu is ;!:sued. 
7 1 1i.S. $'133,.302,A(2). l . l ~ ~ s ,  evcll ill i11sr;lrlccs wlieic (lie 13cparl1nenl lolows ollior\visc: llre T)c],al-tlnenl 
c;i~iirnl rlisr;losc i ~ i r r ~ ~ , ~ n ; ~ l i o ~ ~  1 0  ihr: p~lblic lo ~irolcr:l ct,osunlers 01 liir: ~t:gulalctl iliduulry at I n r ~ c  lion 
W I ' O I I ! ; ~ ~ I I  ;~cl io~is  17)) ;I IIG~;II:;c~:, 
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Cornmon~vealtil of Pcl~~zsyl\ 'ania, 
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Bure:ln of Cornplia~lce, l t~r~es l i~a t ion  
And Lice.nsil~g, 
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Northstar h?ortgsge, L.L.C., 
Paul Fenelle and Lcoriardo D'Elin, 
Owners, Keith Do~iglns Br!cbanan, 
Kimbwly F~.ieclrnnn, Duane Beers, 
hljchacl Gilbet4t and J c ~ l i q u e  Chang, 

Respondents 
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Dorltcl No.  070027 (OSC) 
Docltet No. 070028 (0%) 
Dockcl T'io. (170029 (OSC) 
Docliet No .  117(1(133 (OSC) 
Docket No. 070035 (OSC) 

PROPOSED FIMAL ORDER 

AND WOi41: tllis 19'" day of May 2006, bzsed upon the fol.egoing Fillclings of 

Fact, Conclusions o f  Law and Discussion, it is recollm~ended that the D~partineilt shall 

REFL?SE TO KET\'EMr the firs; mn;-;fa;o: Si~oker'$ license, license number 14 1 V. and its 

con-esponding bi-anch office license: license rlurnber '341 9.011 I held by Nor-thStsr 

I\dort~age, upon zxpiration of tlie license 011 Jurre 30, ?OOS; i t  is hi-iher I -ecom~ne~~ded that 

the firs1 mnrlgage bro1:er's liceilse, license number 341 9, and its co r~~espond i r~~  branch 

office license, liccuse 1iur11ba'34~19.001 held by Nol.LI)Stai Mustgnge, sllall he 

SUSPENDED INDEI'KNITELY. 


