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First Supplement to the Report of the Attorney General 
 

The Attorney General submits this First Supplement to the Report of the Attorney 
General to the Governor and Executive Council on Financial Resources Mortgage, Inc. (“FRM”) 
dated May 12, 2010 (“Report”) to address questions that arose at the presentation of the Report 
to the Governor and Council.1   
 
 In an email dated September 15, 2009, Senior Assistant Attorney General Peter Roth 
(“Senior AAG Roth”) alerted Deputy Bank Commissioner Robert Fleury about a “lending 
opportunity” advertised by FRM.  Senior AAG Roth wrote: “There’s something very not right 
about this . . .. ” and included a link to a FRM website.  The property at issue was located on 
Clinton Street in Concord, New Hampshire.  Senior AAG Roth also noted that the house 
described on the website was listed for sale for $750,000, but the value stated on the website was 
listed at $2,844,050 and that the appraiser involved had lost his license.  A copy of the email is 
attached to this First Supplement.   
 
 Deputy Commissioner Fleury forwarded the email from Sr. AAG Roth to Mary Jurta, 
Director, Consumer Credit Division and to Kim Griffin, Supervisor of Examinations.  Ms. Jurta 
responded to Deputy Commissioner Fleury, as well as to Commissioner Hildreth,2 with 
comments and recommendations.  She recommended that “our new AG partner head up an 
investigation for us and involve Securities Bureau personnel . . . and the REAB.”  Ms. Jurta also 
described some of the things that the Banking Department knew at that time about FRM, the 
appraiser and the property on Clinton Street.  She recommended that “ . . . someone such as the 
new AG who knows what will be needed to prove criminal fraud should direct the investigation . 
. ..”  Ms. Jurta suggested that the Banking Department write to FRM to demand that it register as 
a mortgage loan originator and to suggest that it is publicly offering securities in the form of 
fractional interests in mortgages.  Also attached to this Supplemental Report is a copy of her 
letter to FRM dated October 13, 2009.  She did not copy Senior AAG Roth on the internal 
Banking emails.   
 

These email exchanges raised questions as to what prompted the initial email from Senior 
AAG Roth to Banking, whom Ms. Jurta was referencing in her comment regarding the “new AG 
partner” and whether a criminal referral was made to DOJ.  In order to respond to these 
questions, the DOJ interviewed Senior AAG Roth and Ms. Jurta. 
 
 In stating that “there’s something very not right about this,” Senior AAG Roth confirmed 
that he was referring to what appeared to him to be the utilization of a false appraisal and an 
attempt to sell property that, at the time, was under the control of a Chapter 7 bankruptcy trustee.   

                                                 
1   This is a “First” Supplement in the event the Governor and Executive Council or the Legislature have additional 
questions that require additional supplements.  As was noted in the Report, it was intended to outline the 
involvement of the respective agencies from 2000 through early 2009 when the most signficant regulatory activity 
occurred.  It did not address investigations or events occurring in 2009, the year FRM and CLM failed.  Because the 
September 2009 email between the Department of Justice and Banking related to communications between the 
agencies, however, the email chain was included as an exhibit to the Report along with the other DOJ documents 
relating to FRM and referenced in footnote 87 of the Report. 
2   This email exchange occurred at a time when Mr. Hildreth was recused from involvement with FRM.  The other 
instances in which Mr. Hildreth was involved with FRM are documented in the Report.  
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In September of 2009, Kevin Guay was the record title holder of the Clinton Street real 
estate,  but he was in bankruptcy.  He had filed a Voluntary Petition for Relief under Chapter 11 
in September of 2008.  In June 2009, the case was converted to Chapter 7.  Senior AAG Roth 
represented the New Hampshire Department of Environmental Services (“DES”) with regard to 
its claim against Mr. Guay for alleged wetlands violations.  Mr. Guay’s strategy involved 
obtaining approximately $400,000 of interim financing for improvements to the Clinton Street 
property and to pay arrearages due on secured debt and utilizing the bankruptcy process to 
restructure approximately $5,400,000 of loans secured by real estate.  FRM was Mr. Guay’s 
proposed interim lender.  Mr. Guay filed a motion requesting permission from the court to 
borrow funds on an interim basis and to secure the loan with the alleged equity in  the parcel at 
180 Clinton Street.   
 
 As a claimant in the bankruptcy case, the DES, through Sr. AAG Roth, opposed the 
interim financing.  DES was concerned that the additional indebtedness would impair the 
debtor’s ability to repay its creditors, including DES.  Senior AAG Roth also concluded that the 
debtor had asserted inflated values of his properties on his Schedules and Statement of Affairs as 
compared to the assessed values.  He also determined that the license of the appraiser relied upon 
by the debtor had been revoked in Maine, Vermont and New Hampshire.  Finally, it appeared to 
Senior AAG Roth that the debtor’s asserted value of the property at 180 Clinton Street of 
approximately $2,000,000 was substantially inflated as compared to an assessed value of 
approximately $463,000.   
 
 The bankruptcy court heard the debtor’s motion for interim financing in February 2009.  
Armed with the information that the appraiser’s license had been revoked, Senior AAG Roth was 
able to disqualify the debtor’s appraiser, which prompted the debtor to withdraw his motion.  
Apparently unable to find  interim financing from other sources, Mr. Guay moved to dismiss his 
case.  Sr. AAG Roth objected and convinced the court to convert the case to one under Chapter 7 
so that a trustee could  investigate the affairs of the debtor and determine whether his property 
should be liquidated for the benefit of creditors.  The effect of the conversion to Chapter 7 was 
that all property of the debtor, including 180 Clinton Street, came under the control of a 
bankruptcy trustee as property of a Chapter 7 estate. 
 
 In September 2009, suspecting that the debtor, despite the conversion of his case, might 
still try to sell or refinance his property, Senior AAG Roth investigated the website of FRM and 
discovered the “lending opportunity” for the Clinton Street property, which he knew at the time 
was under the control of a Chapter 7 bankruptcy trustee.  He also believed that the likely value of 
the property was substantially less than the value asserted on the FRM website and that the 
appraiser identified on the FRM website listing was the one who had previously lost his license.  
That caused Senior AAG Roth to send his email to the Banking Department based on his concern 
that FRM may be engaged in improper lending practices. 
 
 Ms. Jurta confirmed that her reference to “our new AG partner” in her email was to a 
position in the process of being created at the DOJ and funded by the Banking Department to 
pursue criminal and civil prosecution of banking fraud.  The position was created by a 
Memorandum of Understanding between DOJ and the Banking Department signed in September 
2009.  The first person hired to fill the position started work on December 9, 2009.  Thus, at the 
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time of the September 16, 2009 email, “our new AG partner” was contemplated but not yet 
hired.  Banking made no criminal referral to the DOJ because, by the time the individual was 
hired at DOJ, FRM had already closed its doors.  
 
 The email exchanges and the events that led to them do not alter the findings or the 
recommendations in the Report.  If anything, they support the recommendation that different 
regulatory agencies must work together to detect this type of fraud.  Although, as was described 
in the Report, the Banking Department missed opportunities between 2001-2006 to revoke 
FRM’s license, the Banking Department did react to Senior AAG’s email.  Ms. Jurta suggested a 
joint investigation among Banking, Securities and DOJ and then sent a cease and desist letter, 
while alerting Securities of the need to take action.  Unfortunately, these events occurred within 
the two months prior to the collapse of FRM, and did not prevent the additional fraud that 
occurred in the final months of FRM’s operations. 
 
 
 
 



  	    

   
     

   
     

   

   
    

   
     

   
  

            

                  
             

               
               

               
             

   

   
       

     
     

  
                     

                   
                 

                   
                   

                    
                   
  

        
	                     

                  
                

                       
                  

                   
    

	             
         

	           
                 
           

	                
            

        

               
            

                
         

                  
                 

    	  

  



  	     

                
             

                  
                

                     
                 
                 

                  
 

	                  
                      

                  
  

     

    
       

    

     
   

  

            

                  

               
               

              

                

               
   

  
 
      
 

    
 
    
 

  
 
  
 

   
 
     
 

  
 
   
 

 

    

      

        

      

       



       

              

 

       

        



  

   

   
      

       
      

     

             
              

                
                  

             
                
              
             

                
              

    
              

             
                

              
     

                   
               

               
              



               

      

                  
     

               



   

   
  

        
   

   
    


 
 

                     
                

 
                     

            

    



      

  

   

     

     

     

    

  

   
   

  
 
      
 

    
 
    
 

                    
                    
                
                

                  
                

                
                  

      

   
    

   
     

   
   

        
 

           
 

             
                 

                  

 

  

  

   

         

  
    

              

   
     

   
       

     
     

   
   

 



      

   
 
      
 

  
 
   
 

 

    

        
 

       
 

      
 

               
 


 

        
 

 



State of New Hampshire
 
--------------~ 

Banking Department 
53 RegIonal Drive, Suite 200 

C<'T'it.ord, Nf'w H,.m~blfe- 0330) 

PETER C. HILDRETH Telephcne (603) 271·356\ 
BANK COMMI3Sl0NEF fAX:6031271-IO~"0' 1603) 271-0750 

ROBERT A FLEURY 
OFPIJTf RANI<; COMMLSSIONCA 

October 1), 2009 

Scott Farah 
15 Northview Drive 
POBollllSS 
Meredith, NIl 03253-5640 

DelU' Mr. Farah, 

Reference is made to the New Hampshire mortgage banker license ofFinancial 
Resources Mortgage, Inc. and to your current advertisements 
<OUPS:/Mww.orjvllteloaoDQQOl\uniljlls.coml?keeS2009%) on the internet for investors and 
mortgagees. In the advertisements you personally on behalf ofyour eompany are 
solieiting persons for mortgage loans and yet you are not licensed as a mortgage loan 
originator in violation of RSA J97.A and the S.A.F.E Act You must immediately cease 
all such operations, remove the website and confirm to us in writing on or before October 
20. 2009 that you have done so. 

Additionally, it appears that you arc publicly offering securities in the form of fractional 
interests in mortgages and should contact the New Hampshire Securities Bureau to ~ee if 
you need to obtain l1uthority from lhem prior to milking wch solicitations. As you are 
IIware, Financial Resources Mortgage, Inc. is licensed as a mortgage banker to fund 
mortgages from its own money under RSA 397.A, but the eompany is not chartered as a 
bank, savings institution or trust company under federal law or the laws of this state. 

Sincerely, 

'~i~J/~ 
MaryL.J~ 
Director, Consumer Credit 

cc:	 Attorney Barry Glennon
 
Deputy Oirector
 
Bureau of Securities Regulation
 
Department ofState
 
107 North Main Street, #204
 
Concord, NH 0330)
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