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WINSTON & STRAWN LLP
Eric E. Sagerman (SBN: 155496)
esagerman@winston.com

Rolf S. Woolner (SBN: 143127)
rwoolner@winston.com

Gregory A. Martin (SBN: 261985)
gmartin@winston.com

333 S. Grand Avenue, 38th Floor
Los Angeles, CA 90071-1543
Telephone:  (213) 615-1700
Facsimile: (213) 615-1750

Counsel for Ronald Greenspan, as Trustee of the
Liquidating Trusts of PCHLI, PCFI and PCFC
UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA
LOS ANGELES DIVISION

In re: Case No. 2:12-bk-15811-RK
PEOPLE'S CHOICE HOME LOAN, INC., (Jointly Administered with 2:12-bk-16200-RK and
etal.! 2:12-bk-16201-RK)

Debtors. (Transferred from 8:07-bk-10765-RK and Jointly
Administered with Case Nos. 8:07-bk-10767-RK
and 8:07-bk-10772-RK)

Chapter 11

MOTION FOR ORDER DISALLOWING
PROOFS OF CLAIM OF JOHNNY & MARY
PRICE & LATRENDA M. CITIZEN [PCHLI
CLAIMS DOCKET NOS. 337, 338; PCFI
CLAIMS DOCKET NO. 95; PCFC CLAIMS
DOCKET NO. 103]; DECLARATIONS OF
TAMARA D. MCGRATH AND GREGORY A.
MARTIN IN SUPPORT THEREOF

Date: May 14, 2013

Time: 2:30 p.m.

Place: Courtroom 1675
255 East Temple Street
Los Angeles, CA 90012

Judge: Hon. Robert N. Kwan
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The Liquidating Trusts of People’s Choice Home Loan, Inc., People’s Choice
Funding, Inc. and People’s Choice Financial Corporation (collectively, the “PC Trusts™), by and
through Ronald F. Greenspan, solely as the duly authorized and acting Liquidating Trustee for each

of the PC Trusts (the “Liquidating Trustee” or “Trustee™), hereby objects (the “Objection”) to the

claims asserted by Johnny & Mary Price & Latrenda M Citizen (“Claimants”) against the Debtors
(as defined below), as more particularly set forth herein. Claimants assert general unsecured claims
against each of the Debtors for an unspecified amount, alleging violations of the Racketeer
Influenced and Corrupt Organizations Act (“RICQ”), federal mail and wire fraud statutes, and other
“intentional torts.” Ex. A at 13, 52, 91, 130. Claimants, however, have failed to provide the
Liquidating Trustee with any documentation supporting their allegations. Accordingly, the
Liquidating Trustee requests that this Court enter an order disallowing Claimants’ claims in their
entirety.

In support of this Objection, the Liquidating Trustee submits the Declarations of
Tamara D. McGrath and Gregory A. Martin. In further support hereof, the Liquidating Trustee
respectfully represents as follows:

l.
BACKGROUND

A The Debtors’ Cases
1. Each of People’s Choice Home Loan, Inc. (“PCHLI”), People’s Choice
Funding, Inc. (“PCFI”) and People’s Choice Financial Corporation (“PCFC,” and collectively, the
“Debtors™) filed a voluntary petition for relief under Chapter 11 of Title 11 of the United States

Code, 11 U.S.C. § 101, et seq. (the “Bankruptcy Code”) in the Bankruptcy Court for the Central

District of California (the “Court”) on March 20, 2007 (the “Petition Date”), commencing the above-
captioned bankruptcy cases (collectively, the “Cases”).

2. On August 6, 2008, the Court entered its order (the “Confirmation Order”)

confirming the Committee’s First Amended Liquidating Plan under Chapter 11 of the Bankruptcy
Code (the “Plan”). The “Effective Date” under and as defined in the Plan occurred on August 12,

2008.
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3. On the Effective Date of the Plan, and subject to the terms and conditions of
the Plan and Confirmation Order, among other things, (i) the Liquidating Trust Agreements for each
of the PC Trusts became effective, and the Liquidating Trustee for each of the PC Trusts began to
manage and administer the PC Trusts subject to the terms and conditions of the Liquidating Trust
Agreements, (i) the Official Committee of Unsecured Creditors appointed in the Cases by the Office
of the United States Trustee was dissolved and discharged from any further duties and obligations in
the Cases, and the Post-Effective Date Committees for each of the PC Trusts became operative,

(iii) except as provided in the Plan, all of the assets and property of the Debtors, including any and
all affirmative claims for relief, were transferred into the PC Trusts, and (iv) except as otherwise
provided in the Plan, each of the Debtors was deemed dissolved or directed to be dissolved as soon
as practicable following the Effective Date.

4, Pursuant to the Plan, and subject to the terms and conditions of the Plan, the
Confirmation Order and the Liquidating Trust Agreements, the Liquidating Trustee is directed to
administer the PC Trusts by, among other things, (i) reducing remaining property to cash,

(i) evaluating Claims against the Debtors and objecting to, allowing or otherwise resolving such
Claims, (iii) evaluating and pursuing, releasing or otherwise resolving affirmative relief against
third-parties, and (iv) making distributions of cash to Beneficiaries under and as defined in the
Liquidating Trust Agreements.

5. The Plan provides that the Liquidating Trustee is the representative of the
estates under 11 U.S.C. § 1123(b)(3)(B), and is a liquidator of the assets of the estates.

B. Claimants’ Proofs of Claim

6. On or about August 17, 2007, Claimants filed four identical proofs of claim in

the Debtors’ Cases [PCHLI Claims Docket Nos. 337, 338; PCFI Claims Docket No. 95; PCFC

Claims Docket No. 103] (the “Claims”), asserting a general unsecured claim for an “unknown

amount” alleging violations of RICO, federal mail and wire fraud statutes, and other “intentional
torts.” Ex. A. Although Claimants attached a complaint to their Claims, the Trustee has found no
evidence supporting the complaint’s allegations. McGrath Decl. § 3. And the Trustee’s attempts to

obtain such information from Claimants’ attorneys have gone unanswered. Martin Decl. { 4.
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C. PC Trusts’ Communications with Claimants

7. Winston & Strawn, LLP (“Winston & Strawn”), counsel to the PC Trusts,

attempted to contact Claimants’ counsel by telephone to seek information supporting the Claims.
Martin Decl. § 4. After failing to reach Claimants’ counsel by phone after several attempts, Winston
& Strawn sent Claimants’ counsel a letter (the “Letter”) articulating the Trustee’s position with
respect to the complaint and noting that if Claimants failed to respond to the Trustee’s evidentiary
concerns by August 2, 2012, the Trustee would object to the Claims for the reasons described in that
Letter, including that Claimants failed to provide proof that an allowable claim exists. Martin
Decl. 4. A true and correct copy of the Letter is attached hereto as Exhibit B. As of the date of
this Objection, Winston & Strawn has received no response from Claimants, necessitating this
Objection. Martin Decl. | 4.
1.
RELIEF REQUESTED

8. By this Objection, the Liquidating Trustee requests that the Court enter an
order, pursuant to section 502 of the Bankruptcy Code, sustaining this Objection. Specifically, the
Liquidating Trustee requests that the Court disallow the Claims in full and on a final basis since
Claimants have failed to provide any evidence related to their Claims.

1.
OBJECTION

A. The Claims Should Be Disallowed in their Entirety Because Claimants have
Failed to Present Any Evidence Showing That Allowable Claims Exist

0. Claimants have failed to provide the Trustee with evidence demonstrating that
allowable claims exist. Adequate documentation is essential to establish a claim’s prima facie
validity. In order for a claim to be prima facie valid, it must comply with Bankruptcy Rule 3001 and
set forth the facts necessary to support the claim. See In re Stoecker, 143 B.R. 879, 883 (N.D. IIl.
1992), aff’d in part, vacated in part on other grounds, 5 F.3d 1022 (7th Cir. 1993); In re Chain,

255 B.R. 278, 280-81 (Bankr. D. Conn. 2000). The Bankruptcy Rules and the official form
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governing proofs of claim (Official Form 10) call for claimants to attach copies of supporting
documents to substantiate their claims. See Fed. R. Bankr. P. 3001(a); Official Form 10.

10.  Although claimants attached a complaint to their Claims, that complaint
simply alleges that the Debtors made loans to Claimants through a mortgage broker. As noted in the
Letter, the complaint that is the purported basis for the Claims fails to state a valid claim against any
of the Debtors as a matter of law. Accordingly, the complaint, by itself, “fails to ‘allege facts
sufficient to support a legal liability, and thus does not constitute prima facie evidence of the validity
of the claim.” Hilton v. Hongisto (In re Hongisto), 293 B.R. 45, 51 (N.D. Cal. 2003) (quoting In re
Consol. Pioneer Mortg., 178 B.R. 222, 226 (9th Cir. B.A.P. 1995); see also In re Roasters Corp.,
Nos. 98-80704C-11D, 98-81049C-11D, 2001 WL 1699692, at *4 (Bankr. M.D.N.C. March 7, 2001)
(“A claimant who files a proof of claim that fails to set forth the necessary facts loses the benefit of
Rule 3001(f) and is not entitled to have the proof of claim treated as prima facie evidence of the
validity and amount of the claim.”) (citations omitted); 9 COLLIER ON BANKRUPTCY 3001.09[1]
(Resnick and Sommer eds., 16th ed. 2012) (“In order for a claim to be entitled to the weight [of
prima facie validity] afforded by Rule 3001(f), it must comply with the rules, including Rule 3001,
and set fort the facts necessary to support the claim. . . . [I]f the original proof of claim contains only
summary information and lacks the documentation necessary under Rule 3001 to establish a prima
facie validity, the claimant may have the burden of establishing its claim for the excess
amounts. . . .”).

11.  Although a Rule 3001 violation is not by itself an objectionable ground in the
Ninth Circuit, the failure of a creditor to respond to a specific information request to substantiate its
claim “may raise an evidentiary basis to object to the unsupported aspects of the claim, or even a
basis for evidentiary sanctions, thereby coming within Section 502(b)’s grounds to disallow the
claim.” Heath v. Am. Express Travel Related Servs. Co. (In re Heath), 331 B.R. 424, 437 (9th Cir.
B.A.P. 2005); see also Campbell v. Verizon Wireless S-CA (In re Campbell), 336 B.R. 430, 436
(9th Cir. B.A.P. 2005) (*“We emphasize, as we did in Heath, that a creditor who files a proof of claim
that lacks sufficient support under Rule 3001(c) and (f) does so at its own risk. That proof of claim

will lack prima facie validity, so any objection that raises a legal or factual ground to disallow the
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claim will likely prevail absent an adequate response by the creditor. Moreover, a creditor’s lack of
adequate response to a debtor’s formal or informal inquiries ‘in itself may raise an evidentiary basis
to object to the unsupported aspects of the claim, or even a basis for evidentiary sanctions, thereby
coming within Section 502(b)’s grounds to disallow the claim.””) (quoting In re Heath, 331 B.R. at
437); In re Lasky, 364 B.R. 385, 389 (Bankr. C.D. Cal. 2007) (same); In re Shank, 315 B.R. 799,
816 (Bankr. N.D. Ga. 2004) (“The Court expects creditors who file proofs of claim like the ones in
this case to respond promptly and fully to an appropriate request for information; if their failure to
do so precludes an objecting party from determining the debtor’s liability or amount thereof, then an
objection asserting same will be appropriate. In the context of a legitimate basis for questioning a
claim and an appropriate request, formal or informal, for supporting documentation, a creditor who
stands on an unadorned proof of claim such as the ones in this case may well find itself with a
disallowed claim.”).

12. The Debtor’s records do not support the validity of the Claims. McGrath
Decl. 3. And the complaint attached to each of the Claims does nothing more than allege that
PCHLI made subprime loans to borrowers through mortgage brokers. This claim is not sufficient as
a matter of law because lenders do not ordinarily owe their borrowers a duty of care. See, e.g.,
Quinteros v. Aurora Loan Servs., 740 F. Supp. 2d 1163,1173 (E.D. Cal. 2010) (“Lender-borrower
relations do not normally give rise to a duty supporting a negligence cause of action.”); Grant v.
Aurora Loan Servs., Inc., 736 F. Supp. 2d 1257, 1273 (C.D. Cal. 2010) (“As a general rule, ‘a
financial institution owes no duty of care to a borrower when the institution’s involvement in the
loan transaction does not exceed the scope of its conventional role as a mere lender of money.’”)
(citations omitted); Champlaie v. BAC Home Loans Servicing, LP, 706 F. Supp. 2d 1029, 1061 (E.D.
Cal. 2009) (“[A]s a matter of law, the lender did not owe a duty in negligence not to place borrowers
in a loan even where there was a foreseeable risk borrowers would be unable to repay.”) (citing
Wagner v. Benson, 101 Cal. App. 3d 27, 35 (Cal. Ct. App. 1980)).

13. More importantly, however, the Trustee reached out to Claimants several
times to obtain information that might support a claim against the Debtors. The Letter was the

Trustee’s final request for evidence supporting the Claims. Ex. B; Martin Decl. § 4. But before
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sending the Letter, Winston & Strawn placed several calls to Claimants’ counsel regarding the
Claims. The calls and messages left for the attorneys listed on the Claims were never answered or
returned. Martin Decl. | 4.

14.  As of the date of this Objection, the Trustee has received no additional
information regarding the Claims. Because Claimants have not provided evidence sufficient to
support their prima facie burden, the Claims should be disallowed. See In re Sandifer, 318 B.R.
609 (Bankr. M.D. Fla. 2004) (proofs of claim which failed to provide documentation of charges,
payments, fees, and interest, but simply set forth balances allegedly owing on debtor’s accounts,
failed to satisfy the requirements of Bankruptcy rule and would be disallowed); In re Parrish,

326 B.R. 708 (Bankr. N.D. Ohio 2005) (creditor’s failure to include supporting documentation
negates its prima facie validity).

15. The burden is upon the Claimants. If an objection to a proof of claim is made,
as it has been here with respect to the Claims, the ultimate burden of proof rests upon the purported
creditor. See Cal. State Bd. of Equalization v. Official Unsecured Creditors’ Comm. (In re Fidelity
Mortgage Holding Co., Ltd.), 837 F.2d 696, 698 (5th Cir. 1988) (affirming disallowance of claim;
“the claimant must . . . “‘prove the validity of the claim by a preponderance of the evidence.’

The ultimate burden of proof always rests upon the claimant.”); Spencer v. Pugh (In re Pugh),
157 B.R. 898, 901 (9th Cir. B.A.P. 1993) (burden of proof rests upon the claimant).
Unless Claimants provide evidence sufficient to meet their prima facie burden, the Claims should be
disallowed.
V.
RESERVATION OF RIGHTS

16. Nothing contained in this Objection shall be deemed an admission by the
Liquidating Trustee of liability on any claims against the Debtors’ estates, and the Liquidating
Trustee does not waive any rights against any party. The Liquidating Trustee expressly reserves the
right to amend, modify, or supplement this Objection, respond to any opposition filed by Claimants
with respect hereto, file further objections to any claims asserted by Claimants in these Cases,

including, without limitation, objections as to the amounts and priority asserted in any proof of claim
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or motion for administrative claim, whether filed or not, and to seek affirmative relief with respect to
Claimant.

17.  Without limiting the generality of the foregoing, the Liquidating Trustee
reserves the right to bring other and further objections to the claims that are the subject of this
Objection whether or not such claims survive this Objection in whole or in part and to any other
claims.

V.
NOTICE

18. The Liquidating Trustee will serve copies of this Objection (together with all
exhibits) on: (a) Claimants; and (b) the Office of the United States Trustee. Claimants will be served
through their Counsel at the address listed on the Claims The Liquidating Trustee submits that such
service is consistent with Rule 7004 of the Federal Rules of Bankruptcy Procedure and that, in light
of the nature of the relief requested, no further notice is required.

VI.
CONCLUSION

WHEREFORE, based upon the foregoing, the Liquidating Trustee respectfully requests that
the Court enter its order (a) sustaining the Objection, (b) preserving other and further objections and
affirmative claims of the PC Trusts, (c) approving the form and scope of notice given of the relief
requested, and (d) granting such other and further relief as this Court may deem just and proper

under the circumstances of this Case.

Dated: April 8, 2013 WINSTON & STRAWN LLP

By: /s/ Gregory A. Martin
Gregory A. Martin
Counsel for Ronald Greenspan, as Trustee
of the Liquidating Trusts of PCHLI, PCFI
and PCFC
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DECLARATION OF TAMARA D. MCGRATH

1, Tamara D. McGrath, declare and state as follows:

1. I am a Managing Director of Corporate Finance at FTI Consulting Inc.
(“FTI”), financial advisor in these chapter 11 cases to (a) the Committee prior to plan confirmation
and (b) the Liquidating Trustee since plan confirmation. In that capacity, I am custodian of and have
become personally familiar with the books, records, and files (the “Records™) of People’s Choice
Home Loan, Inc. (“PCHLI"), People’s Choice Funding, Inc. (“PCFI”), and People’s Choice
Financial Corporation (“PCEC”) (collectively, the “Debtors™). [ am informed that the Records were
created and updated by the Debtors” employees in the ordinary course of business at or near the time
of the events recorded. Those Records are now in the possession of the Liquidating Trustee, and as
to the following facts, I know them to be true from my review of the Debtors’ business records.

My business address is 633 West Fifth Street, 16" F loor, Los Angeles, CA 90071-2027.

2. I make this declaration in support of the Liquidating Trustee’s Motion for
Order Disallowing Proofs of Claim of Johnny & Mary Price & Latrenda M. Citizen [PCHLI Claims
Docket Nos. 337, 338; PCFI Claims Docket No. 95; PCFC Claims Docket No. 103] (ihe
“Objection™). Capitalized terms not defined in this declaration shall have the same meanings
ascribed to them in the Objection.

3. During my review of the Records I discovered no evidence that would support
a claim by the Claimants against PCHLI.

I declare under penalty of perjury under the laws of the United States of America that
the foregoing is true and correct. If called upon as a witness, I could and would testify competently
to the foregoing.

Executed on April _0_1_, 2013, at Long Beach, California.

Tamara D. McGrath
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DECLARATION OF GREGORY A. MARTIN

I, Gregory A. Martin, declare and state as follows:

1. I am an attorney at law admitted and in good standing to practice in the state
of California and before the United States District Court for the Central District of California.

2. I am an attorney with Winston & Strawn. | am one of the lawyers responsible
for the firm’s representation of the PC Trusts. | have personal knowledge of the matters set forth
below and, if called upon as a witness, | could and would testify competently thereto.

3. I make this declaration in support of the Liquidating Trustee’s Motion for
Order Disallowing Proofs of Claim of Johnny & Mary Price & Latrenda M. Citizen [PCHLI Claims
Docket Nos. 337, 338; PCFI Claims Docket No. 95; PCFC Claims Docket No. 103] (the
“Objection”). Capitalized terms not defined in this declaration shall have the same meanings
ascribed to them in the Objection.

4, During the period of approximately April through June, 2012, | attempted to
contact Claimants’ counsel several times by telephone, at the phone number appearing on Lake
Tindall LLP’s website, to obtain evidence supporting the Claims. All of my calls went unanswered
and the messages | left were unreturned. On July 12, 2012, | sent the Letter to Claimants’ counsel
requesting documentation supporting the Claims and stating that if such documentation was not
received by August 2, 2012, the Liquidating Trustee would object to the Claims. As of the date of
the Objection, Winston & Strawn has not received any communications from Claimants or their
counsel since that time.

5. True and correct copies of the Claims, as on file with the Court, are attached
as Exhibit A to the Objection.

6. A true and correct copy of the Letter is attached as Exhibit B to the Objection.

| declare under penalty of perjury under the laws of the United States of America that
the foregoing is true and correct.

Executed on April 8, 2013, at Los Angeles, California.

/s/ Gregory A. Martin
Gregory A. Martin

10
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People’s Choice Home Loan, Inc.

Proof of Claim #337

EXHIBIT A - PCHLI Claim #337
12
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nt=—Prage
United States Bankruptcﬂlourt for the Central D¥tPRt of California PROOF OF CLAIM
IName of Debtor Case Number This Space For Court Use Ouly
People's Choice Home Loan, Inc. 07-10765
NOTE: Tkis form should not be used to make a claim far an administrative expense arising after the commencement uf
the case. A “request” for paymert of an administrative expense may be filed puwsuant to 11 U.S.C. § 503,
Name of Creditor (The person or other enlity to whom the debior owes money or ([ Check box if you are aware f‘ F"_ED
property): that anyone else has filed a :
proof of claim relating to your
JOHNNY AND MARY PRICE claim. Aftach copy of - m ' 7 m
Name ard Address where notices should be sert: statement giving particulars.
JOHNNY AND MARY PRICE O Check box if you have never c%hfrﬁkt‘s et
€/0 CW WALKER 11l & FRANK S THACKSTON JR received any notices from the PEIWLT O glftll‘fog,m
LAKE TINDALL LLP bankyuptcy court in this case. UL
PO BOX 918
GREENVILLE MS 38702-0918 [ Check box if the address
differs from the address on the
envelope sent to you by the
court. .
Telepkoze Number . This Space For Court Use Only
m— . Tior ident:
(li.:ls;:ol':ur digits of account or other number by which creditor identifies Checkhere O replaces
ifthisclaim [Jamends apreviously filed claim dated: ___

1. Basis for Claim

{J Goods sold

O Services performed

] Money loaned

{0 Personal injury/wrongful death
O Taxes

X

from
Other intentional tort, mail & wire fraud,RICO V1°lat('£P f

{1 Retiree benefits as defined in 11 U.S.C. § 1114(a)
{1 Wages, salaries, and compensation (fill out below)
Last four digits of your S8 #: _
Unpaid campensation for services performed
tQ

(date)

2. Date debt was incurred:

2/3/03 Price, 1/29/03 Citizen

3. If court judgment, date obtained:

pending lawsuit

See reverse side for important explanations.
Unsecured Nonpriority Claim s_unknown amount

8 Check this box if: a) there is no Collateral or lien securing vour
claim, or b) your claim exceeds the value of the property securing
it, or if c) none or only part of your claim is entitled to priority.

4. Classification of Claim, Check the appropriate box or boxes that best describe your ¢laim and state the amount of the claim at the time case filed

Secured Claim. -

[J Check this box if your claim is secured by collateral (including a right of
setoff).

Brief Description of Collateral:

Unsecured Priority Claim.

[ Check this box if you have an unsecured claim, all or part of which is
entitled to priority

Amount entitled to prionity $

Specify the priority of the claim:

0 Domestic support obligations under 11 U.S.C. § 507(a)(1)(A) or
(a)(1)(B).

0J Wages, salaries, or commissions (up o $10,000),* earned within 180

days before filing of the bankrupicy petition or cessation of the debtor's
business, whichever is earlier - 11 U.S.C. § 507(a)(4).

0 Contributions to an employee benefit plan - 11 U.S.C. § 507(a)(5).

5. Total Amount of Claim at Time Case Filed: § _UBEROWN

O Real Estate ] Motor Vehicle 0 Other
Value of Collateral §

Amount of arrearage and other charges attime case fileq included in
secured claim, if any: $

= Up o $2,225* of deposits towand purchase, lease, or rental of property or services
for perional, family, or household use - 11 U.8.C. § 507(a)(7).

U Taxes or penalties owed 1o govemrnental units - [1 U.S.C. § 507(2)(8).

{J Other - Specify appllcable paragraph of 11 U.S.C. § 507(a)( ).

4 are subject to adj £ on 4/1/07 and every 3 years thereafier
with respect (o cates commenced on or after the date of adjustment

(Unsecured) {Secured) (Priotity) (Total)

OCheck this box if claim includes interes! or olher charges in addition to the principal amount of the claim. Attach itemized statement of all interest or additional charges.
6. Credits: The amourt of all paymexls or. this ¢laim has been credited and deducted for the purpose of making this proof of claim, This Spece For Court Use Oaly
7. Supporting Docoments: Atrach copies of supporting documents, such as promissory notes, purchase orders, invoices, itemized

statements of running accounts, contracts, corrt judgments, mortgages, security agreements, and evidence of perfection of liem,

DO NOT SEND ORIGINAL DOCUMENTS. If the documents are not available, explain. 1f the documents are voluminous,

attach a summary.
8. Date-Stamped Copy: To receive an acknowledgment of the ﬂli.ng of your claim, enclose a stamped, self-addressed envelope

and copy of this proof of claim
Date: Sign and print the name and title, jPAny, of the creditor or other person authorized to file this claim (ettach copy
of of ettoroey, if any); A
By
&-14-01 —c
Penalty for presenting fraudilent clafm: Fine up to $500,000 or imprisonment for up ta 5 | l "I il II "aiui iill“ | |I| l II | Ill III
0706201521500
EXHIBIT A - PCHLI Claim #337
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UNITED STATES DISTRICT COURT - ,
NORTHERN DISTRICT OF MISSISSIPPI AUG 1 T 2007
GREENVILLE DIVISION '

CLEBK, U.S. BANKRUPTCY COURT
CT OF CALIFORNIA
BcENan DISTR ALIFORNIA

JOHNNY and MARY PRICE, and

LATRENDA M. CITIZEN PLAINTIFFS
VS. ' CIVIL ACTION NO. 4:05cv170-D-A
COLDWELL BANKER REAL

ESTATE CORPORATION, COLDWELL
BANKER FIRST GREENWOOD-LEFLORE

REALTY, INC., LEFLORE PROPERTIES, INC.,

JIM PRUETT, LINDA PRUETT,

BANK OF COMMERCE, STATE BANK &

TRUST COMPANY, PEOPLE’S CHOICE

FUNDING, INC., d/b/a PEOPLE'S CHOICE

HOME LOANS, INC. and TERRY GREEN | DEFENDANTS

AMENDED COMPLAINT
The above named Plaintiffs assert the causes of action to be hereafter

stated against each Defendant named above, and in support thereof would state

as follows.

Jurisdictional and Venue Allegations
1. Each Defendant named above, as is set forth in the paragraphs
that follow, has violated the Racketeer Influenced and Corrupt Organizations Act,
18 U.S.C. §1962, et seq. (RICO).
2. In particular, each Deyfendant named above has participated in a
pattern of “racketeering activity” by each committing two or more violations of

Federal criminal statutes, including statutes relating to mail fraud and wire fraud.

EXHIBIT A - PCHLI Claim #337
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3. These Defendants each were members of a group of persons, who
invested in and/or maintained an interest in, and/or participated in an
“enterprise,” which was engaged in and/or which affected interstate commerce.

4, Subject matter jurisdiction and venue exists in this case, in whole

| and/or in part, pursuant to the foIIoWing federal statutes:
a) Section 1964(a) bf the Racketeer Influenced and Corrupt -
Organizations Act of 1970 ("RICO") Title 18 United State Code § 1964(a);
b) Section 1964(c) of the Racketeer Inﬂuencéd and Corrupt
Organizations Act of 1970 ("RICO") Title 18 United State Code § 1964(c);
c) Section 1965(a) of the Racketeer Influenced and Corrupt
Organizations Act of 1970 ("RICO") Title 18 United State Code § 1965(a);
d) Section 1965(b) of the Racketeer Influenced and Corrupt
Organizations Act of 1970 ("RICO") Title 18 United State Code § 1965(b);
e) Section 1965(d) of the Racketeer Influenced and Corrupt
Organizationé Act of 1970 ("RICO") Title 18 United State Code § 1965(d);
f) Federal Question Jurisdiction, Title 28 United States Code § 1331,
g) Sections 2201-2202 of the Federal Declaratory Judgment Act of
1946, title 28 United States Code §§2201-2202;
h) Federal Regulation of Commerce jurisdiction, Title 28 United States
Code §1337;
) Federal Supplemental Jurisdiction, Title 28 United States Code

§1367(b);

EXHIBIT A - PCHLI Claim #337
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i) Federal General Venue, Title 28 United States Code §1391(b).

Parties
5. Plaintiffs are adult resident citizens of Leflore County, Mississippi.
6. Defendant, Coldwell Banker Real Estate Corporation (hereafter

“Coldwell Banker”) is a corporation, which does and has in the past done
“ business in Leflore County, Mississippi. Coldwell Banker may be served through
its registered agent, Corporation Service Company, 506 South PresidentvStreet,
Jackson, Mississippi.
| 7. Defendant, Coldwell Banker First Greenwood-Leﬂofe vReaIty, Inc.
(hereafter “First Greenwood”) is a Miésissippi corporation, which has done
business in Leflore County, Mississippi since approximately December of 1989.
First Greenwood may be served through its registered agent, Linda Pruett, 605
Dunklin Avenue, Greenwood, Mississippi.

8. Defendant, Leflore Properties, .Inc., (hereafter “Leflore Properties”)
is a Mississippi corporation, which has done business in Leflore County,
Mississippi since February of 1994 and has operated out to the same office as
First Greenwood. Leflore Properties may be served through its registered agent,
Jim Pruett, 605 Dunklin Avenue, Greenwood, Mississippi. | |

9. = Defendant, Jim Pruett, is an-adult resident citizen of Leflore County,
Mississippi, who at all relevant timés Herein, acted as an agent for 'Coldwell

Banker, was the treasurer, secretary, and a director of First Greenwood, and was

EXHIBIT A - PCHLI Claim #337
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an officer and director of Leflore Properties. Jim Pruett may be served at 605
Dunklin Avenue, Greenwood, Mississippi.

10, Defendant, Linda Pruett, is an adult resident citizen of Leflore
County, Mississippi, who at all relevant times herein, served as president and a
director of First Greenwood,vserved as president and a director of Leflore
Propertiés, Inc., and was designated as a “responsible agent and/or broker” in
the written Franchise Agreement that existed between Coldwell banker and First
Greenwood. Ms. Pruett may be served at 605 Dunklin Avenue, Greenwood,
‘Mississippi. |

11. Defendant, Bank of Commerce, is a Mississippi banking corporation
whose principal place of business is at 310 Howard Street, Greenwood,
Mississippi. Bank of Commerce may be served at 310 Howard Street,
Greenwood, Mississippi. |

12. befendant, State Bank & Trust Company, is a Mississippi banking
corporation whose principal place of business is at 500 West Park Avenue,
Greenwood, Mississippi. State Bank & Trust can be served at 500 West Park:
Avenue, Greenwood, Mississippi. |

13, Defendant, People’s Choice Funding, Inc., d/b/a People’s choice
Home Loans, Inc., (hereafter “lender”) is a residential mortgage lender who at all
relevant times was doing business in Mississippi and may be served through its

registered agent.

EXHIBIT A - PCHLI Claim #337
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14.  Defendant, Terry Green, is an adult resident citizen of Leflore
County, Mississippi, who, at all times relevant hérein, was an officer and
employee of Bank of Commerce, serving as its vice president, Terry Green may
be served at 1100 Jane Lane, Greenwood, Mississippi.

Persons Engaged in Enterprise Who Are Not Parties’

15.  Persons/entities who participated in a pattern of “racketeering
activity” and who, along with Defendants named ‘previously, participated in the
“enterprise” at fssue in this case include:

a) Bobby F. Fisher, Jr., d/b/a Loan Closing Services Corporation

(hereafter “Fishér"), an adult resident citizen of Leflore County,

Mississippi; who was the incorporator of Leflore Properties, and who

served as closing/settlement agent to close the Pilchers’ loan. Fisher’s

address is 107 Grand Boulevard, vGreenwood, Mississippi;

b) Defendant, Terry Green, is an adult resident citizen of Leflore

County, Mississippi, who, at all times relevant herein, was an officer and

employee of Bank of Commerce, serving as its vice president.

c) Defendant, Clark Patterson, is an adult resident citizen of Leflore

| County, Mississippi, who at all vtimes relevant herein, was an officer and
employee of State Bank‘l\&Trust Company.

d) Daniel Floyd, 1413 North Park Avenue, Greenwood, Mississippi an

employee of Bobby Fisher;

EXHIBIT A - PCHLI Claim #337
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é) Mississippi Mortgage, Inc. is @ mortgage broker licensed by the
State of Mississippi;

f) Wholesale Mortgage, Inc. is a mortgage broker licensed by the
State of Mississippi;

g) Lincoln Mortgage Loans is a mortgage broker licensed by the State
of Mississippi;

h) Equiti Mortgage Corporation is a mortgage broker licensed by the
State of Mississippi;

i) Integrity Mortgage, Inc. is @ mortgage broker licensed by the State
of Mississippi;

j) Statewide Mortgage Lending, Inc. is a mortgage broker licensed by
the State of Mississippi; |

k) Prestige Title, Inc. is a closing settlement agent;

N Hope King is an employee of Prestige Title, Inc. '

m) Peggy Claibome, address unknown, a mortgage broker licensed by
the State of Mississippi;

n)  Wendy Hewlett, 117 County Road 317, Oxford, Mississippi, a
mortgage broker licensed by the State of Mississippi;

0) Family Mortgage, Inc., 2650 Levingston Road, Jackson, Mississippi,
a mortgage broker, licensed by the State of Mississippi;

p) Mid South Mortgage Corp., a mortgage Eroker, licensed by tﬁe

State of Mississippi;

EXHIBIT A - PCHLI Claim #337
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qQ) Land Sure Title, LLC, 20 East Gate Drive, Suite C, Brandon,

' Mississippi, a closing settlement agent;
r Andrea Moore, address unknown, Jim Pruett’s secretary;
s) Loan Closing and Title Services, address unknown, a loan
closing/settlement agent;
t) Homeland Title & Abstract Company, Inc., 953 North Street,
Jackson, Mississippi, a loan closing/settlement agency;
u) James W. Abernathy, Jr., Pine Court, Starkville, Mississippi, is an
attorney;
v)  Robert D. Harrison, 6700 Old Canton Road, Suite B, Ridgeland,
Mississippi, is an attorney;
w)  Allison Miller, present address unknown, an employee of LandSure
Title, LLC;
X) William “Bill" Atkinson, present address unknown, an employee of
LandSure Title, LLC; |
y) Stephen Colson, 2301 14™ Street, Suite 580, Gulfport, Mississippi,
an attorney/officer of Prestige Title, Inc.;

- 2) Johnny Youhg, 617 Avenue G, Greenwood, Mississippi, a
painter/carpenter who Jim Pruett and/or Leflore Properties, Inc. and/or
Coldwell Banker First Greenwood Leflore Realty, Inc., used to acf as a

“straw man” in Pruett’s real estate dealings;

EXHIBIT A - PCHLI Claim #337
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aa) Johnny Rosa, 958 AHN seven Pines Road, Greenwood, Mississippi,
a carpenter who also served as a “straw man” for Jim Pruett and/or
Leflore Properties, Inc. and/or Coldwell Banker First Greenwood Leﬂore
Realty, Inc.;

bb) Lee Pruett, 611 Puckett Street, Greenwood, Mississippi, a “straw
man” appraiser and the son of Jim and Linda Pruett;

cc) Gary C. Ledbetter (hereafter “Ledbetter”) who at relevant times
herein was an employee of the United States Department of Agriculture
(USDA), who worked in USDA's Greenwood, Mississippi office as
Community Develepment Manager and as a loan approval officer for the
USDA. Ledbetter’s address is USDA office, 188 Highway 15 South,
Pontotoc, Mississippi;

~dd) Ken Ellis, address unknown, who was an employee of First
Greenwood and an agent of Coldwell Banker;

ee) Mel Harris, address unknown, who was an employee of First
Greenwood and an agent of Coldwell Banker;

ff) - Jason O’Bryant is an appraiser licensed by the State of Mississippi;

99) Del Cox, address unknown, who is an appraiser, licensed by the
State of Mississippi;

hh) Larry Kennedy, address unknown, who is an appraiser, licensed by

the State of Mississippi;
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ii) Kevin Steed, address unknown, who is an appraiser, licensed by
the state of Mississippi; |

i) Fransene Berry, Georgetown, Mississippi, who is an appraiser,
licensed by the State of Mississippi;

kk)  Joni Goss, address unknown, who is a mortgage broker, licensed
by the State of Mississippi; |

) Toby Goss, address unknown, who is a mortgage broker, licensed
by the State of Mississippi;

mm) John Emory, address unknown, who i§ a mortgage broker, licensed
by the State of Mississippi;

nn) Wayne White, address unknown, who is a mortgage broker,
licensed by the State of Mississippi;

0o) Rickey Walker, deceased, who was and employee of Bobby Fisher
and later of Prestige Title; |
pp) Jason Ellis, 115 Dorchester Court, Brandon Mississippi, who is a
mortgage broker, licensed by the State of Mississippi; '
qq) Lénce Persac, 441 Northpark, Suite A, Ridgeland, Mississippi, who
is a mortgage broker, licensed by the State of Mississippi; |

rr) - Brad Landry, address unknown, who is a mortgage broker, licensed »

by the State of Mississippi;
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ss)  Professional Mortgage Consultants Corporation, 115 Dorchester
Court, Brandon, Mississippi, who is a mortgage broker, licensed by the
State of Mississippi; |
tt) Mortgage Stop, Inc.,, c/o Lance Persac, 441 Northpark, Suite A,
Ridgeland, Mississippi, who is a mortgage broker, licensed by the State of
Mississippi;
uu) Matt Howard, Pine Bluff Road, Greenwood, Mississippi, who is a
mortgage broker, licensed by the State of Mississippi;
w) John Doe is a real estate appraiser, whose name is presently
unknown, who the USDA paid to appraisebthe property at 4307 County
Road 160, Greenwood, Mississippi, prior to the purchase of Suéh property
by Plaintiff, the Pilchers.
16. As stated previously, at all relevant times herefn, Coldwell Banker,
First Greenwood, Leflore Properties, Jim Pruett, Linda Pruett, Bank of
Commerce, State Bank & Trust, People’s Choice Funding, Inc. d/b/a People’s
’Chvoice Home Loans, Inc.,, and others engaged in racketeering  activities,
committed two or more violations of Federal Criminal Statutes, and were
participants in_ and were parties to an “enterprise” as defined by 18 U.S.C.
1961(4).
17. All Defendants and entities named above knew or should have
known that interstate wire and mail instrumentalities were used or likely would

be used in furtherance of aspects of the scheme(s) to be hereafter discussed.

10
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18. Speciﬂcally, the United States Mail and the interstate wire service
were used to transmit fraudulent loan documents, on multiple occasions. These
transmissions occurred during a time period beginning with the application date
of each respective loan, and continued frofn time to time thereafter up to and
until the final transmission ef the executed loan documents by the closing agent
after the loan had been closed.

. First Greenwood, Jim Pruett, and Others Acted as Agents for
Coldwell Banker with Apparent Authority

19. . Coldwell Banker ~ and First Greenwood occupied a
franchisor/franchisee relationship, which began in 1990.

20, Coldwell Banker authorized First Greenwood, emploYees of First
Greenwood, and Jim Pruett, to use Coldwell Banker's trademark, its name, its
colors, its logo, its insignia, its design, etc., in buying, selling and listing for sale
residential real estete, in dealing with third parties, (including Plaintiffs) in the
purchase/sale of such real estate, and in so doing, allowed First Greenwood to
possess apparent authority to act as its agent.

21. Coldwell Banker advertised locally and nationally for the purpose of
Ieading third parties, ‘dealing with its franchisees (like First Greenwood)’ to
believe in, and rely upon, the integrity of its franchisees.

22. Coldwell Banker, through its advertising programs, through its
public support of its franchisees/agents, led third parties, dealings with its
franchisees/agents, to reasonably believe that its franchisees/agents were

trustworthy/honest, etc.

11
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23. Thus, Coldwell Banker lent an “air of legitimacy” to the racketeering
activities to be hereafter described. Coldwell Banker also agreed to, and
participated in these activities.

Racketeering Activities — Jim Pruett’s Involvement

24.  Jim Pruett operated out of First Greenwood’s office, which
prominently displayed Coldwell Banker’s colors, logo, insignia and name, with
Coldwell Banker’s full knowledge and consent. Third parties dealing with Jim
Pruett could not reasonably distinguish business activities conducted by Jim
Pruett individually from the business interests/activities of Coldwell Ba,nker..
Acting as ag.ent for Coldwell Banker, with actual or apparent authority from
Coldwell Banker, Jim Pruett routinely engaged in the following conduct:

aj Mr. Pruett routinely purchased properties from third parties who

desired to sell properties;

b) Mr. Pruett routinely obtained mérket value appraisals on propertiés

that were offered to him for purchase which he utilized to establish prices

he paid on properties he purchased from third parties;

) Mr. Pruett conspired with appraisers to provide appraisals which

expressed market values, at below market value rates, on properties

which Mr. Pruett purchased from third parties;

d). Mr. Pruett roUtiner misrepresented the value of properties he

| purchased from third parties, and he used such appraisals to support such

12
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misrepresentations, thereby assisting him in misleading sellers of these

properties as to the true values of properties purchased;

e) Mr. Pruett also frequently bid to purchase propérties that had been

financed thrbugh the United States Department of Agriculture, which were

the subject of foreclosure proceedings;

f) In exchange for “kickbacks", which Mr. Pruett provided to Gary

Ledbetter, the individual employed | by the USDA to handle USDA

foreclosures, Mr. Pruett was designated by Mr. Ledbetter as the “high
bidder” on foreciosed properties offered by the USDA for sale, whi_ch

enabled Mr.b Pruett to purchase USDA foreclosed properties at below
market rates on multiple occasions;

g) Mr. Pruett routinely took title‘ to properties he acquired from third
parties and via foreclosure, in the names of various “straw buyers,”
namely Johnny Young, _Johnny Rosa, and on occasion his own son, Lee
Pruett for the purpose of concealing Mr. Pruett's personal involvement in
this enterprise; |

h) Pruett obtained funds to purchase propertiés (via USDA foreclosure
and from third parties) from loans made by Bank of Commerce as well as
another co-conspirator, State Bank & Trust Company;

)] Mr. Pruett also paid a bank employee(s) kickbacks for agreeing to

“finance his property purchases through “straw men” owners;
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) After Jim Pruett acquired properties — whether from third parties or
by foreclosure from the USDA - Jim Pruett would advertise the property
he acquired as being for sale by or through First Greenwood and/or by or
through Coldwell Banker, leading prospective buyers of these properties to
believe that they were owned by First Greenwood and/or Coldwell Banker;
k) Mr. Pruett routinely misrepresented the value and condition of the
properties that he advertised for sale to prospective purchasers,
misrepresented the repairs hé intended to make on these properties and
thereby ‘induced purchasers of such prOpertiés to agree to pay inflated
values on properties Pruett owned, and to borrow monies in excess of the
property’s market in amounts which borrowers could not afford to repay;

1) Mr, Pruett routihely prepared sales contracts, which he would have
purchasers s'ign, that contained a selling price. He would then modify the
selling price at which the purchaser could purchase the property to reflect
a higher selling price to justify selling the property at a higher price and to
satisfy lending requirements imposed by involved mortgage lenders;

m)  Mr. Pruett obtained inflated appraisals of the properties he held for
resale for the purpose of persuading unsuspecting buyers to agree to pay
values that exceeded the properties market values to satisfy lending
requirements imposed by mortgage lenders, and to induce innocent

borrowers to agree to borrow sums that exceeded the property’s value;
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n) Mr. Pruett conspired with selected mortgage brokers who, with full
knowledge of Mr. Pruett’s fraudulent conduct, proceeded to secure loans
from mortgage lenders to enable purchasers to purchase said properties,
paying excessive prices and borrowing amounts that exceed the property’s
values; |
0) Mr. Pruett and mortgage brokers working in concert with Mr, Pruett
prepared/falisified documents to distort borrowers’ capacity to repay loans
for the purpose of satisfying “paper” requirements imposed by mortgage
lenders, who agreed to loan monies to purchasers, who did not qualify for
loans in amounts applied for, under unfavorable loan terms, in amounts
which borrowers could not afford to repay, secured by properties whose
values were misreprésented .
P) Mr. Pruett and Coldwell Banker agents and mortgage brokers
working in concert with Mr, Pruett would rqutinely advise borrowers that if
they paid their house payments for a period of one to two years, the
lender would refinance the property, thus lowering the borrower’s monthly
payment.
The Entire Coldwell Banker Office Participated in the Scheme
25. Defendant Linda Pruett was the President and a director of Coldwell
Banker First Greenwood and Leflore Properties. Ms. Pruett worked in the

Coldwell Banker office with Jim Pruett and was aware of all aspects of the
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scheme being perpetrated by her husband, Jim Pruett, and actively participated
in it. |

| 26. Andrea Moore was Jim Pruett’s secretary. As such, she had actual
knowledge of acts of fraud being perpetrated by Jim Pruett and participated in
the preparation of fraudulent documents utilized to qualify unqualified buyers for
loans. These false/fraudulent loan documents were routinely sent by mail or
wire to mortgage lenders who loaned monies to purchasers of Pruett owned
properties and/or properties sold by/through Coldwell Banker. Additionally,
Andrea Moore notarized numerous docﬁments, which were forgeries.

27. Ken Ellis, like Jim Pruett, worked as an employee in the Coldwell
Banker First Greenwood office. Ellis was aware of the scheme(s) being
perpetrated by Jim Pruett and actively participated in it. Mr. Ellis, as an
employee of Coldwell Banker First Greenwood, was paid commissions and “under
the table” kickbacks for each home which Jim Pruett owned, as to which he
found a buyer.

28. Mel Harris, like Jim Pruett, likewise worked as an employee in
Coldwell Banker First Greenwood’s office. Ms. Harris was aware of the
scheme(s) being perpetrated by Jim Pruett and Coldwell Banker and actively
participated in it. Ms. Harris, as an employee of Coldwell Banker First
Greenwood, was paid commissions and kickbacks for each home which Jim

Pruett owned, as to which she found a buyer.
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Involvement/Participation of Real Estate Appraisers in
Scheme/Enterprise

29, Del Cox is a real estate appraiser, licensed by the State of
Miésissippi, who provided appraisals of properties purchased by Jim Pruett, (in
whatever name selected by Jim Pruett {Leflore Properties, Johnny Young, Johnny
Rosa, lee Pruett)) at whatever value Jim Pruett selected.

30. Mr. Cox’s appraisals were used by Mr., Pruett to persuade property
owners to whom Mr. Pruett sold properties to agree to purchase such properties
for prices that exceeded the market value of the properties.

31. Larry Kennedy is a real estate appraiser, licensed by the State of
Mississippi, likewise furnished appraisals to Jim Pruett at whatever values Pruett
selected. | | |

32. Mr. Kennedy’s inflated appraisals were utilized by Mr. Pruett to
persuade purchasers to pay amounts for properties owned by Pi;uett that
exceeded the true values of the property.

33. Fransene Berry is an‘app'raiser of residential real éstate licensed by
the State of Mississippi. Ms. Berry’s role in the enterprise at issue in this case
was to furnish appraisals of properties, acquired by Jim Pruett, which contained
market value estimates determined by Pruett, knowing that these appraisals
would be used by Pruett to justify both bank loans from third party lenders by/on

behalf of buyers/purchasers of the property.
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34. Jason O'Bryant is also an appraiser of residential réal estate
licensed by the State of Mississippi. Mr. Q'Bryant’s role in the enterprise at issue
in this case was similar to that employed by Berfy and previously described.

35. Kevin Steed is also an appraiser of residential real estate licensed in
the State of Mississippi. Mr. Steed'’s role in the ehterprise at issue in this case
was similér to that employed by Berry and previously described.

Interim Lenders, Two Banks, Participated In Enterprise
And “Bankrolled” the Scheme

36. Defendant, Bank of Commerce, through its vice president Terry
Green, and defendant State Bank & Trust, through its loan officer Clark
Patterson, actively participated in the enterprise described previously in the
following respects:

a) Bank of Commerce and State Bank in effect “bankrolled” the

enterprise by loaning monies to Jim Pruétt to enable him to acquire

properties at below market prices;

b) Bank of Commerce and State Bank knew that Jim Pruett was taking

title to properties he acquired in “straw purchasers” names and permittedv

Jim Pruett to secure loans on properties that Pruett did not own;

) Terry Green and Clark Patterson routinely employed Bobby Fisher

and other attorneys to provide title opinions to Bank of Commerce and

State Bank & Trust that Green, Patterson, and Pruett knew were false;
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d) Green and Patterson, and perhaps otherskin the bank, knew that -
Pruett obtained appraisals of properties in amounts that exceeded market
values of properties appraised;

e) Bank of Commerce and State Bank & Trust knew that propertles.

that served as collateral for Bank of Commerce loans were being routinely

“ﬂipped"’;

f Bank of Commerce and State Bank & Trust knew that properties

that served as collateral for Bank\of Commerce loans were being routinély

sold to third parties, who had been induced to borrow monies in amounts
that exceeded the market values of properties that such third parties were
purchasing;

g) Bank of Commerce and State Bank & Trust‘knew that the proceeds

such of loans made to such third parties, were utilized by Jim Pruett to

repay Pruett’s loans to Bank of Commerce and State Bank & Trust.

37. State Bank & Trust, through its loan officer Clark Patterson also
knew about and participated in the. foregoing enterprise. Mr. Patterson'and
State Bank & Trust, like Bank of Commerce, effectively “bankrolled” the “straw
men” utilized by Jim Pruett to obtain properties, and then resell these properties
to unsuspecting buyers at amounts that exceeded market value. Clark Patterson
received kickbacks from Jim Pruett for approving loans to Jim Pruett's “straw

men” and Mr. Patterson was fully aware of the fact that appraisals utilized to
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support Jim Pruett’s resale of these properties did not accurately reflect market
values.
Participation of Mortgage Brokers in Enterprise/Scheme

38. Joni Goss is a mortgage broker licensed by the State of Mississippi
who operated in the name of several corporate entities, including Mississippi
Mortgage, Inc., Statewide Lénding, Lincoln Mortgage Loans, Eqiti Mortgage, and
others. Ms. Goss was one of the mortgage brokers who Jim Pruett
employed/contacted for the purpose of arranging mortgage financing on sales of
properties which Fruett owned or which were offered for sale by/through
Coldwell Banker, to third parties to whom Pruett intended to sell such prdperties. |
Ms, Goss had knowledge of and actually participated in tHe scheme which Jim
Pruett employed to defraud buyers of property which Jinﬁ Pruett acquired and/or
offered for sale by/through Coldwell Banker in the following respects:

a) Ms. Goss knew that the potential buyers of such properties cbuld

not qualify for loans in the amounts that were needed to enable purchasers

to acquire such properties and pay the inflated prices Pruett sought;

b) Ms. Goss also knew that the economic status of such borrowers

was such that even if they were able to obtain such loans, they wodid not

be able to make payments to satisfy the loans, which were being arranged

for them.
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c) Ms. Goss participated in the preparation of false documents, which
were routinely sent to mortgage lenders by mail/fax, .which distorted
prospective buyer’s ability to repay loans,

d) Ms. Goss knew that other parties/participants in this scheme were

likewise preparing false loan documents, applicable to potential buyers of-

properties, which also were being mailed to lenders.

e) Ms. Goss knew of and participated in a kickback scheme in which

loan proceeds were diverted to mortgage brokers, including herself, as well

as to closing attorneys, and appraisers.

39. Toby Goss is a mortgage broker licensed by the State of Mississippi
who has operated through several corporate entities, including Mississippi
‘Mortgage, Inc. Mr. Goss engaged in fraudulent conduct similar to the conduct in
which Joni Goss engaged, as described in the preceding paragraph.

40. John Emory is a mortgage broker I‘icgnsed by the State of
Mississippi. Hé has operated through several corporate entities, including
Wholesale Mortgage, Inc., and others. Mr. Emory engaged in the same type of
fraudulent conduct as was perpetrated by Joni Goss, and as is outlined above.

41. Wayne White is a mortgagev broker licensed by the State of
Mississippi who has operated as a mortgage broker through several corporate
entities, including Wholesale Mortgage, Inc. _Mr.- White engaged in the same
type of fraudulent conduct as was perpetrated by Joni Goss, and as is outlined

above.
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42. Jason Ellis, Brad Landr:y and Matt Howard are mortgage brokers,
licensed by the State of Mississippi, who operated through several corporate
enfities, including Professional Mortgage FConsuIta'nts, Inc. Mr. Ellis, Mr. Landry
and Mr. Howard engaged in the same type of fraudulent conduct as was
‘perpetrated by Joni Goss and as is outlined above.

43. Lance PerSac is a mortgage broker, licensed by the State of
Mississippi, who has operated through several corporate entities, including
Mortgage Stop, Inc. Mr. Persac engaged in the same type.of fraudulent conduct
as was perpetrated by Joni Goss and as is outlined above.

44, Professional Mortgage Consultants Corp.'is a mortgagé broker
licensed in the State of Mississippi, which engaged in the same type of fraudulent
conduct as was perpetrated by Joni Goss and as is outlined above.

Participation Of Attorneys Hired To Prepare Loan
Documents/Close Loans

45. Bobby Fisher is a Greenwood lawyer whose practice was at all
relevgnt times herein, primarily limited to handling real estate transactions. Mr.
Fisher’s role/involvement in this scheme/enterprise included:.

a) Mr. ﬁsher attended the closings of sales of property owned 'by Jm

Pruett, Pruett’'s employees, and properties owned by third party sellers

which were sold by/through Coldwell Banker;

b) . Unsuspecting purchasers of such properties were led to believe, by

Mr, Pruett and his employees, that Fisher was present at the closing to

represent/protect their interests;
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c) Fisher had full knowledge of all aspects' of the scheme that was

being perpetrated by Jim Pruett;

d) Fisher knew that appraisals utilized by Pruett were in amounts that

exceeded market values;

e) Fisher knew that Pruett was engaged in paying kickbacks;

) Fisher was aware that Pruett paid kickbacks to the representative

with whom he was dealing with the USDA, and that kickbacks were also
being paid to mortgage brokers from loan proceeds;

-9) Mr. Fisher maintained a bank account, which he utilized to divgrt

monies from closings to third parties, which concealed the fraud that was

being perpetrated on unsuspecting borrowers;

h) Mr. Fisher, while purporting to act as attorney for
purchaser/borrowers, in fact acted contrary to the interests of his sd-called

clients and deliberately refrained from disclosing to borrowers/purchasers

the fact that they were being défrauded ;

i) ' Mr. Fisher knew that sales contracts in which Pruett was a party
were altered by Pruett;

) Mr. Fisher knew about and participated in the preparation of false
loan documents, which distorted/inflated borrower/purchasers’ financial
capacity to repay the loans which Fisher cIosed,v which were routinely
mailed to mortgage lenders;

k) Fisher knew of Plaintiffs’ inability to repay the loans that he closed;
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)i Mr. Fisher conspired with the other members of the enterprise,
| namely Mr. Pruett, Mr. Green, and Mr. Patterson, to provide incorrect title
opinions to the Bank of Commerce and to State Bank & Trust which
inaccurately reflected that there had been no transfers of the properties
within one year for the purpose of covering the exposure of these bankers
to claims of “flipping"”.

46, Loan Closing Services Corporation was a corporate entity created
by Bobby Fsher, which employed Bobby Fisher, Daniel Floyd, Christy Smith,
Kristen Taylor, Diane Kelly, John Burton, Matt Howard, Randy Glover, Paul
Blakely, Rickey Walker, Jason O’Bryant, and others. All persons affiliated with
this entity 'I‘<new about and participated in the enterprise and were paid
kickbacks, by Fisher, following closing of these loans.

47, Prestige Title is a title insurance company, which was created by
Steve Colson, an attorney with Maggio & Coison, LLC of Gulfport, Mississippi.
Prestige Title was aware of the acts of fraud, as previously described, and
attended loan closings, purporting to act as attorneys for b'orrowers/purchasers ,
after Mr. Fisher was no longer able to do so due to the fact that he had lost his
ability to write title insurance. Prestige Title/Steve Colson’s knowledge of
wrongdoing/fraud perpetrated by Pruett, mortgage brdkevrs, etc., was identical to

Fisher’s knowledge/involvement previously described.
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48. Landsure Title, Homelénd Title, Loan Closing and Title Services,
and Robert Harrison acted as closing agents for the involved lenders and were
aware of the fraud and criminal activity and participated in it.

49. Rickey Walker, now deceased, was an employee of Bobby Fisher
and later- at Prestige Title, Inc. who engaged in the same type of fraudulent
conduct as was perpetrated by Bobby Fisher and as is oqt!ined previously.

Participation FOf Mortgage Lenders In Enterprise
50. Before the dates of the transactions at issue in this lawsuit People’s
Choice Funding, Inc,, d/b/a People’s Choice Home Loans, Inc. (hereafter
“lender”) decided, as a corporate strategy, to engage in sub-prime lending, i.e.,
that it would be profitable to make high interest rate residential real estate loans
to a particular, targeted, group of Mississippiané, who hereafter referred to as
“Targeted Borrowers.” |

51, The Mississippians from whom lender decided to solicit this
business had limited education, had little expertise/sophistication in real estate
transactions, had impaired credit, generally were first time homeowners, and
often were members of a minority racial group.

52.  This group of Mississippians was targeted by lender for this
business because lender felt that this group of Borrowers could be éasily misled
and could easily be overreached.

53. Lender actively encouraged mortgage brokers (Mississippi

Mortgage, Wholesale Mortgage, Mortgage Stop, etc.) to solicit applications for
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sub-prime loans, to be secured by residential real estate, from Targeted
Borrowers. |
54.  These mortgage brokers:
a) Solicited loan applications from Borrowers which were sent, by
mail, to mortgage lenders for review for accuracy/authenticity, etc. by
employees of mortgage lenders;
b) Gathered financial information from said Borrowers, which
purportedly set forth the ability of these Borrowers to repay thgse loans; '
c) Assisted lender in procuring additional information needed by
lender to facilitate its underwriting and closing of these loans;
d) ‘Selected 'App.raisers (or approved Appraisers selected by. others,
such as Jim Pruett/Coldwell Banker) to appraise properties utilized to
secure these loans;
e) Selected lawyers (or approved lawyers selected by others, such as
Jim Pruett's/Coldwell Banker) to close the loans on terms/conditions
prescribed by lender using Ioan—closi‘ng documents mandated by lender,
55. Jim Pruett also acted as agent for lender through various forms of
advertisements (in thé name of Coldwell Banker) located and identified “target
borrowers” for lender who were interested in purchasing properties owned by
Pruett. |
56. Mortgage Brokers (or persons like Jim Pruett, acting in concert with

these mortgage brokers), acting at the behest of and as agents for lender,
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routinely contacted targetedr borrowers desirihg to purchase residential real
estate for the purpose of securing loan applications from such prospective
Borrowers.

57. Jim Pruett routinely assured such prospective borrowers that he
had the capacity to “get them a loan”.

58. Jim Pruett put persons who desired to purchase residential real
estate that he owned as well as persons who desired to purchase real estate
owned by third parties, which was listed for sale by/through Coldwell Banker in
contact with these mortgage brokers.. |

59. These mortgage brokers promised prospective purchasers that they
could “arrange” loans for these purchasers, usually with purchasers being
relieved of any obligation to make any down payments on such loans.

60. These assurances led potential borrowers to believe that Jim Pruett
and these Mortgage Brokers had ongoing' business relatlonships with

_persons/entities who made real estate loans, (a belief Which was both reasonable
and true) or that Pruett/Coldwell Banker itself would loan monies to make these
purchases,

61. These prospective Borrowers were led to believe that Jim Pruett
and these mortgage brokers possessed information about the real estate loan
procuring/closing process that was greater than/superior to that_possessed by

the prospective borrowers themselves. As a result, the prospective borrowers
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reasonably believed the assurances and representations made by Jim
Pfuett/CoIdweli Banker and the mortgage brokers.

62. Lender deliberately put these mortgage brokers in the position to
foster that belief on the part of these borrowers by allowing these brokers to
arrange moi'tgage loans on its behalf, by advising these brokers of its loan .
programs, by encouraging these brokers to solicit loan applications, etc.

63. Thus, these borrowers, in reliance upon the belief that jim Pruett
and these mortgage brokers possessed expertise in procuring and arranging
loans -of this type and that Mr. Pruett and these .brokers would utilize that
expertise in “getting them loans,” provided basic financial data to Pruett,
.employees of Pruett, and these mortgage brokers, that was truthful and
accurate.

64. The borrowers reasonably believed that the truthful and accurate
financial data that they provided to Pruett, empibyees of Pruett, and these
mortgage brokers would be submitted, without alteration, to the mortgage
lenders with whom these parties had a businéss relationship.

65. However, Pruett, employees of Pruett, and the mortgage brokers
themselves, deliberately modified data provided to them by borrowers and, in
addition, prepared/falsified dafa and such fraudulent data was routinely mailed,
as a part of this scheme/enterprise to mortgage lenders.

66. The mortgage lenders had, in place, guidelines/critéria which were

designed to determine the accuracy of financial data submitted to them.
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67. Upon receipt 'ofv borrower applications and supporting borrower
financial data procured from Pruett or a mortgage broker, pursuant to
underwriters employed by lenders were directed to review borrower
appliéatiOns/Ioan documents submitted by mortgage brokers. |

68.  But lender’s underwriters routinely “overlooked”/failed to discover
the existence of fréudﬁlent documents in the data sent to them. |

69. One of the job functions that lender’s underwriters are supposed to
perform was to look for forgeries. Lehder’s underwriters ignored the fraud and
failed to discover forgeries in documents submitted to them for their review.

70.  Such false loan documentation, ih loan after loan, systematically
distorted the financial ability of Borrower to repay these loans. Each and every
false loan docdmentatiOn was systematically “overlooked” by every lender
representative whose job was to discover the presence of fraudulent documents. -

71,  Lender was perfectly coﬁtent to make loans to borrowers who did
not meet its credit criteria, who likely could not repay its loans, or who would
experience extraordinary financial difficulty in repaying these loans. |

72. lender's failure to discover reﬁccurring, obvious fraudulent
behavior by Pruett, by Pruett's employees and by the mortgage brokers with
whom it dealt, by the closing attorneys selected by lender to dose its loans,

supports a finding that lender knew of such behavior and ratified it.
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73.  Put another way: if lender truly was interested in making sure that
it made loans to persons who met its credit criteria, it would have certainly
“discovered” this pattern of r_eoccurring/obvious fraud.

74.  The fact that lender did not “discover” this fraud (by ignoring its
own guidelines) supports’a finding that it knew that Pruett, these brokers, Fisher,
etc., were committing fraud in connection with its loans and nonetheless
preceded to make these loans anyway.

75.  Alternatively, lender's failure to discover this fraud is the product of
its “willful blindness” or deliberate ignorance.

76.  After being promised by Pruett, or employees of Pruett, or these
mortgage brokers that they could and wouid “get them a loan,” borrowers simply
wéite‘d to see whether this promise would be fulfilled.

77.  Then, usually, with no advance notice — “out of the blue”— these

| borrowers would get a call from someone working in First Greenwood/Coldwell
Banker’s office or from the mortgage brokers, to a_dvisev that their loans had been
“approved” and that the closing of their loan was scheduled, usually rather
immediately.

78. Telling these borrowers that their loan applications had been
approved led these borrowers to reasonably believe that the mortgage lender
who had agreed to make these loans had reviewed the financial documents that

they had earlier provided and, based upon that review, had determined that they
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possessed sufficient assets/wealth/credit to borrow the monies they sought to
borrow/repay the loans that were being made to them.

79. These borrowers proceeded to go forward with the closing of these
loans in reliance upon the mistaken belief that their assets/liabilities/income were
sufficient, as far as lender was concerned, tp enable them to repay these loans.

80. This reliance, made in good faith and reasonable, was misplaced.
Borrower assets/liabilities/income/capacity to borrow these monies had been
deliberately distorted/inflated by the fraudulent loan documents which were
routinély malled to these lenders by Pruett/employees of Pruett/mortgage
brokers/ and Fisher. |

81.  After assuring Borrowers that they had been approved for a loan,
the borrowers were “summonsed” to loan closings, which occurred at dates,
places, and times, determined by Pruett, by someone in Pruett's ofﬁce, or the
mortgage brokers.

82. Many of these borrowers had never before owned a house or
attended a closing of a real estate loan.

83. Borrowers appeared at loan closings with no advance idea about
the amount of money they would be borrowing, the interest rates they would be
charged, the identity of the lender, who héd agreed to loan therﬁ monies, or any

other term under which they would be loaned money.
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84. Lender sént .loan closing documents and instructions, as well as
funds to be utilized to close these loans, by mail, fax and/or e-mail, to closing
attorneys, before these loans were closed. |

85. At these loan closings, Plaintiffs were routinely presented a stack of
legally complex loan- closing documents, and it was made clear to these Plaintiffs -
that they must sign the documents presented to them as a condition to securing
these loans.

86. These Plaintiffs, as a conditioﬁ to securing these loans, were
directed to sign documenfs, prepared by lender, which lender knew to be
fraudulent, and which these Plaintiffs did not know were fraudulent.

87. The attorneys who closed these loans provided no explanation to
Plaintiffs as to the legal significance of any of the documents these Plaintiffs
were told to sign. At best, documents were identified by the nature of the
documents themselves. For example_, Plaintiffs were told no more than: this isa
deed; this is a deed of trust, etc.

88. Plaintiffs usually were afforded no opportunity to read any
documents that they signed. Few Plaintiffs would have understood the _
documents had they read them, due to their complexity/legalese. Closings
usually took 15 (fifteen) minutes or so, sometimes longer, but not much longer.
Many Plaintiffs felt rushed to sign documents. |

89. At no time before any of these loans were closed did Pruett, any

employee of Pruett or any mortgage broker or any closing attorney ever tell any
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Plaintiff that any false/fraudulent loan documents had been prepared in
connection with their loans, and mailed to any involved lender.

90. The failure of Pruett, employees of Pruett, or these Mortgage

- Brokers to apprise these Plaintiffs of the fact that false loan documents had been
prepared in connection with their Ioaﬁs, that documents which inflated/distorted
their ability to repay these loans had been mailed to these lenders, that these
lenders had prepared false loan documents for these Plaintiffs’ signatures
constitutes, as a matter of law, acts of fraud on the part of these parties.

91.  These Plaintiffs were also not told that these lenders had made a
determination that some groups of borroWers, with specified levels of wealth,
could likely repay its loans while other gvroups,of borrowers, who did not possess
pre-described levels of wealth, likely could not repay its loans. In proceeding to
close these loans to these Plaintiffs, by implication, these Plaintiffs were ied to
believe and reasonably .relied upon the belief that these lenders had made a
determihation that they had the financial capacity to be able to repay these
loans.

| Defendants’ Particular Dealings with Plaintiffs

92.  Defendants conspired with each other to sell residential real estate
that Jim Pruett acquired (in the name of Leflore Properties) to the Plaintiffs.
93. Jim Pruett, acting in the name of Leflore Properties or in the name

_of some other “straw man” purchaser, purchased USDA-owned property and

previously foreclosed or third party owned property, at foreclosure sales, at a
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fraction of the property’s fair market value, and then through the process as
‘ previously described resold the properties at substantial profit to the Plaintiffs at
a price that far exceeded the market value of the properties.

94. In other instances the same conduct accompanied the sale of third
party-owned property listed for sale with Coldwell Banker with the same
damages resulting to the PIéintiffs.

95. The Plaintiffs relied upon the misrepfesentations of the defendants.
The Plaintiffs were the victims of the fraudulent scheme or enterprise
perpetrated by the defendants.

96. . Funds utilized to close this transaction were sent to the closing
agent by wire or by mail.

97. Each of the defendants was aware of, approved, was a willing
participant in, and profited from all conduct set forth in the preceding
paragraphs. Ir_1 the alternative, the defendants were guilty of “willful blindness”
with respect to such conduct.

98. Defendants’ conduct constituted a violation of 18 U.S.C. §1962(a),
(b), (c), and (d).

99, Plaintiffs suffered actual damages, including damages for emotional
distress, humiliatidn, and economic damages, including the diffe?ence in the
value of the house they purchased from Pruett/Leflore Properties as represented
versus the true market value of such house in the amount of, at a minimum,

$100,000.00 each.
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100. As a result of the foregoing wrongful acts and omissions, the
Defendants are liable to Plaintiffs for all damages allowed pursuant to 18 U.S.C.
§1964(c) and 15 U.S.C. §1639(h). |

101, As-a result of the foregoing wrongful acts and omissions, the

v Defendants are liable to Plaintiffs for damages sustained by Plaintiffs based

upon, the following pendant state claims state:

a) Breach of fiduciary duty;

b) | Misrepresentation;

c) Deceptive sales practices;

d) Fraudulerit concealment;

e) Intentional infliction of emotional distress.

102. Each of the above named persons/entities conspired to perform

twe or more predicate acts, which included numerous instances of wire fraud in
violation of 18 U.S.C. §1343, numerous instances of mail fraud in violation of 18 \
U.S.C. §1341, and numerous instances of money laundering in violation of 18 |
U.S.C. §1956 and 18 U.S.C. §1957.

103. Defendants and entities named above violated 18 U.S.C, §1341 and
18 U.S.C. §1343 in devising, on multiple occasions, a scheme(s) or artifice(s) to
obtain money or property by false and/or fraudulent pretenses, representations,
and promises as contained in the various loan documents including, without
limitation, sales contracts, loan applications,vveriﬁcation documents, and HUD-1

Settlement Statements.
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104. Alt or some of the Defendants and entities named above used the
U.S. mail and/or private or commercial interstate carriers in the furtherance of
such scheme(s).

WHEREFORE, PLAINTIFFS DEMAND:

A Actual damages, including the difference between the value of the
house as rebresented, versus the true value of such house, damages for
emotional distress, humiliation, and economic démages in the amount of
$100,000.00 against each defendant, jointly and separately.

B. Punitive damages against each defendant, individually and joint_ly,
in an amount sufficient to deter such defendants from hereafter, engaging in
such wrongful conduct in the future. |

C. Attorneys fees and expenses and treble damages pursuant to 18
§U.S.C. 1964(c).

RESPECTFULLY SUBMITTED, this the 31% day of May, 2006.

Of Counsel: s/C. W, Walker III

C.W. Waiker 111
Lake Tindall, LLP MS Bar No. 6870
P.O. Box 918 ’

127 South Poplar Street

Greenville, MS 38702-0918
Telephone: 662-378-2121
Facsimile:  662-332-5325
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CERTIFICATE OF SERVICE
I hereby certify that on the 31% day of May, 2006, I electronically filed the

foregoing with the Clerk of the Court using the ECF system which sent
notification of such filing to the following:

Christopher A, Shapley, Esquire cshapley@brunini.com
Joseph Anthony Sclafani, Esquire | isclafani@brunini.com

H. Hunter Twiford I1I, Esquire htwiford@mcglinchey.com
April D. Reeves, Esquire areeves@watkinsludlam.com

and I further certlfy that I have mailed by United States Postal Service the
document to the following non-ECF participants: None.

[s/ C.W. Walker II1

W:\26000_Dir\26021\Pleadings-Federal Court\Amended Complaint.doc
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Cuou 897 b}\ 10705 RK \JIGIIII uuu 1 rl:cd CSII1 7/07 UG::L, I alll UUbunlClli. : Pdgc ‘l
United States Bankruptcy Court for the Central Dtrit of California PROOF OF CLAIM
[Name of Debtor Case Number . This Space For Count Use Only
People's Choice Home Loan, Inc. 07-10765

NOTE: Ttis form shoulé not be used to make a claim for ar. administrative expense arising afler the commencement of

the case. A “request” for payment of an admiristrative experse may be filed pursvant to 11 U.S.C. § 503.
Name of Crecitor (The person or other eatity to whom the dedtor owes money or | Check box if you are aware - FILED
broperty):
PO JOHNNY AND MARY PRICE AND LATRENDA M that anyone elsc has filed a At
proof of claim relating to your
CITIZEN claim. Attach copy of “B ' 7 2w]
Name and Address where notices should be sert: statement giving particulars.
JOHNNY AND MARY PRICE AND LATRENDA M CITIZEN O Check box if you have never ‘M\WPTCWJ
Ci0 CW WALKER Il & FRANK S THACKSTON JR received any notices from the ENTAAL DISTRICT OF a7 p: %JA
LAKE TINDALL LLP bankruptcy court in this case. Depity Cleri
PO BOX 918 : .
GREENVILLE MS 38702-0918 v O Check box if the address
differs from the address on the
envelope sent to you by the
Telephore Number: ' court,

This Space For Court Use Only
A —

L,;::Of;?ur digits of account or other number by which creditor identifies Checkhere O replaces

if this claim [ amends 2 previously filed claim dated:

1. Basjs for Claim

0 Goods sold J Retiree benefits as defined in |1 U.S.C. § 1114(a)
O Services performed O Wages, salaries, and compensation {fill out below)
[0 Money Joaned ) Last four digits of your §S #:
[] Personal injury/wrongful death Unpaid compensation for services performed
O Taxes from to
B Otheriptentional tori, mail & wire fraud, RICOViorafifﬁgfg) (date)
2. Date debt was incurred: %‘ 3. If court judgment, date obtained:
2/3/03 Price, 1/29/03 Citizen i pending lawsuit

4. Classification of Claim, Check the appropriate box or baxes that best describe your claim and state the amount of the claim at the time case filed.
See reverse side for important explanations.

Unsecured Nonpriority Claim s_unknown amount Secured Claim.

4 Check this box if: a) there is no collateral or lien securing your . [J Check this box if your claim is secured by collateral (including a right of

claim, or b) your claim exceeds the value of the property securing : setoff).

it, or if ) nome or only part of your clmm is cnullcd Lo priority. Brief Description of Collateral:
i o {J Real Estate (0 Motor Vehicle - (] Other
Value of Collateral §

Amount of arrearage and other chaxges' at time case filed included in
secured claim, if eny: § :

Unsecured Priority Claim.

[J Check this box if you have an unsecured claim, afl or pan of which is
entitled to priority

Amount entitied to priority §

Specify the priority of the claim: : )
T Dotmestic support obligations under [1 U S.C. § S07(ay 1 ¥A) o - Up 10 $2,225% of deposits towand purchase, lease, or rental of property or services
(@)(1)\B). N ‘ for persunal, family, or household use - 11 U.S.C. § 507¢a)(7).
[ Wages, salaries, or commissions (up 1 $10,000),* eamed within 180 Z Taxes or penalties owed to governmental units - 11 U.S.C. § 507(a)(8).
days before filing of the bankruptcy petition or cessation of the debtor’s [0 Other - Specify applicable paragraph of 11 U.S.C. § 507(a)( ).
business, whichever ig earlier - 11 U.S.C. § 507(a)4)- .4 are subject to adj £ on 4/1/07 and every 3 years thereafier
O Contributions 1o an employes benefit ptan - {1 U.S.C. § 507(aX5). with respect to cases commenced on or after the date of adjustment.
5. Total Amount of Claim at Time Case Filed: $ __ URKnown .
(Ursecured) {Secured) (Priority) (Tatal)

O Check this box il claim includes interest or other charges in addition to the principal amount of the claim. Attach itemized statemenl of all interest or additional charges.

6. Credits: The amount of all payments on this claim has been credited and deducted for the, puspose of meking this proof of claim, This Space For Court Use Only

7. Supporting Docaments: Artach capies of supporting docioments, such as promissory r.otes, purchase orders, invoices, itemized
statemnents of runring accounts, contracts, court judgments, morigages, security agreements, and eviderce of perfection of lien.
DO NOT SEND ORIGINAL DOCUMENTS. If the documnents are not available, explain. If the documents are voluminous,

attach a summary.
8. Date-Stamped Copy: To receive an acknowledgment of the filing of your claim, enclose a stamped, self-addressed envelope
and copy of this proof of claim

Date: ngn mdpnm the name and titl

af attormey, if any):
§-i+4-07

Penaicy for przmrmg fraudulent clalﬁme u to $500,000 or imprisonment for up to § ims or both. 18US.C. i i 152 and 3571

i LT I

50706201521500
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UNITED STATES DISTRICT COURT _
NORTHERN DISTRICT OF MISSISSIPPI : AUG ) T 2007
GREENVILLE DIVISION '

R, S hicT OF CALFORNIA
BCENTR 4L DIS Dopuiy Clerk

JOHNNY and MARY PRICE, and

LATRENDA M. CITIZEN ~ PLAINTIFFS
VS. CIVIL ACTION NO. 4:05¢cv170-D-A
COLDWELL BANKER REAL

ESTATE CORPORATION, COLDWELL

BANKER FIRST GREENWOOD-LEFLORE

REALTY, INC., LEFLORE PROPERTIES, INC.,

JIM PRUETT, LINDA PRUETT,

BANK OF COMMERCE, STATE BANK &

TRUST COMPANY, PEOPLE’S CHOICE

FUNDING, INC., d/b/a PEOPLE'S CHOICE _

HOME LOANS, INC. and TERRY GREEN DEFENDANTS

'AMENDED COMPLAINT
The above named Plaintiffs assert the causes of action to be hereafter

stated against each Defendant named above, and in support thereof would state
as follows.
Jurisdictional and Venue Allegations

1. Each Defendant named above, as is set forth in the paragraphs
that follow, has violated the Racketeer Influenced and Corrupt Organizations Act,
18 U.S.C. §1962, et seq., (RICO).

2. In particular, each Defendant named above has participated in a
pattern of “racketeering actiyity" by each committing two or more viélations of

Federal criminal statutes, including statutes relating to mail fraud and wire fraud.
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3. These Defendants each were members of a group of persons, who
invested in and/or maintained an interest in, and/or participéted In an
“enterprise,” whvich was engaged in and/or which affected intérstate coﬁmerce.

4. | Subject matter jurisdiction and venue exists in this case, in whole
and/or in part, pursuant to the following federal statutes: |

a) Section 1964(a) of the. Racketeerr Influenced and | Coﬁupt
Organizations Act of 1970 (“RICO") Title 18 United State Code § 1964(a);
b) Section 1964(c) of the Racketeer Influenced and Corrupt
Organizations Act of 1970 ("RICO") Title 18 United State Code § 1964(c);
) Section 1965(a) of the Racketeer . Influenced .and Corrupt
Organizations Act of 1970 (“"RICO") Title 18 United State Code § 1965(a);
d)  Section 1965(b) of the Racketeer Influenced and Corrupt
Organizations Act of 1970 ("RICO") Title 18 United State Code § 1965(b);
e) Section 1965(d) of the Rackefeer Influenced and Corrupt
Organizations Act of 1970 ("RICO") Title 18 United State Code § 1965(d);

f) Federal Question Jurisdiction, Title 28 United States Code § 1331;

gj Sections 2201-2202 of the Federal Declaratory Judgment Act of

| 1946, title 28 United States Code §§2201-2202;
h) Federal Regulation of Commerce Jurisdiction, Title 28 United States

Code §1337;

i) Federal Supplemental Jurisdiction, Title 28 United States Code

§1367(b);
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i) Federal General Venue, Title 28 United States Code §1391(b).

Parties
5. Plaintiffs are adult resident citizens of Leflore County, Mississippi.
6. Defendant, Coldwell Banker Real Estate Corporation (hereafter

“Coldwell Banker”) is a corporation, which does and has in the‘ past done
business in Leflore County, Mississippi. Coldwell Banker may be served through
its registered agent, Corporation Service Company, 506 South Preéident Street,
Jackson, Mississippi.

7. Defendant, Coldwell Banker First Greenwood-Leflore Realty, Inc.
(hereafter “First Greenwood”) is a Mississippi corporation, which has done
business in Leflore County, Mississippi since approximately becember of 1989,
First Greenwood may be served through its registered agent, Linda Pruett, 605
Dunklin Avenue, Greenwood, Mississippi.

8. Defendant, Leflore Properties, Iné., (hereafter “Leflore Properties”)
is a Mississippi corporation, which has done business in Leflore County,
Mississippi since February of 1994 and has operated out to the same office as
First Greenwood. Leflore Properties may be served through its registered agent,
Jim Pruett, 605 Dunklin Avenue, Greenwoqd, Mississippi.

9. Defendant, Jim Pruett, is an adult resident citizen of Leflore County,
Mississippi, who at all relevant times herein, acted as an agent for Coldwell

Banker, was the treasurer, secretary, and a director of First Greenwood, and was
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an officer and direcfor of Leflore Properties. Jim Pruett may be served at 605
Dunklin Avenue, Greehwood, Mississippi.

10. Defendant, Linda Pruett, is an adult resident citizen of Leflore
County, Mississippi, who at all rrelevant times herein, served as president and a
director of First Greenwood, served as president and a director of Leflore
Properties, Inc., and was designated as a “responsible agent and/or broker” in
the written Franchise Agreement that existed between Coldwell banker and First
Greenwood. Ms, Pruett may be served at 605 Dunklin Avenue, Greenwood,
Mississippi.

11. Defendant, Bank of Commerce, is a Mississippi banking corporation

. whose principal place of business is at 310 waard Street, Greenwood,
Mississippi.  Bank »of Commerce may be served at 310 Howard Street,
Greenwood, Mississippi.

12, Deféndant, State Bank & Trust Company, is a Mississippi banking
corporation whose principal place of business is at 500 West Park Avenue,
Greenwood, Mississippi. State Bank & Trust can be served at 500 West Park
Avenue, Greenwood, Mississippi.

13. Defendant, People’s Choice Funding, Inc.‘, d/b/a People’s choice
Home Loans, Inc., (hereafter “lender”) is a residential mortgage lender who at all
relevant times was doing b_usiness in Mississippi and may be served through its

registered agent.
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14.  Defendant, Terry Green, is an adult resident citizen of Leflore
County, Missiésippi, who, at all times relevant herein, was an officer and
employee of Bank of Commerce, serving as its vice president. Terry Green may
be served at 1100 Jane Lane, Greenwood, Missisgippi.

Persons Engaged in Enterprise Who Are Not Parties

15.  Persons/entities who participated in a pattern of “racketeering
activity” and who, along with Defendants named previously,.participated in the
“enterprise” at issue in this case include: |

a)  Bobby F. Fisher, Jr., d/b/a Loan Closing Services Corporation

(hereafter “Fisher”), an adult resident citizen of Leflore County,

Mississippi, who was the incorporator of Leflore Properties, and who

served as closing/settlement agent to close the Pilchers’ loan. Fisher’s

address is 107 Grand Boulevard, Greenwood, Mississippi;

b) Defendant, Terry Green, is an adult resident citizen of Leflore

County, Mississippi, who, at all times relevant herein, was an officer and

employee of Bank of Commerce, serving as its vice presidenbt.

;)‘ Defendant, Clark Patterson, is an adult resident citizen of Leflore

County, Mississippi, who at all times relevant herein, was ‘an Qfﬁcer and

employee of State Bank & Trust Company.

d) Daniel Floyd, 1413 North Park Avenue, Gréenwood, Mississippi an

employee of Bobby Fisher;
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e) Mississippi Mortgage, Inc. is a mortgage broker licensed by the
State of Mississippi; |

f) Wholesale Mortgage, Inc. is a mortgage broker licensed by the
State of Mississippi;

g) Lincoln Mortgage Loans is a mortgage broker licensed by the State
of Mississippi;

h) Equiti Mortgage Corporation is @ mortgage broker licensed by the
State of Mississippi;

i) Integrity Mortgage, Inc. is a mortgage broker licensed by the Sta’_te
of Mississippi;

j) Statewide Mortgage 'Lending, Inc. is a mortgage broker licensed by
the State of Mississippi; | |
k) Prestige Title, Inc. is a closing settlement agent;

1) Hope King is an employeé of Prestige Title, Inc.

m)  Peggy Claibome, address unknown, a mortgage broker licensed by
the State of Mississippi;

n) Wendy Hewlett, 117 County Road 317, Oxford, Mississippi, a
mortgage bfoker licensed by the State of Mississippi;

0) Family Mortgage, Inc., 2650 Levingston Road, Jackéon, Mississippi,
a mortgage broker, licensed by the State of Mississippi;

p) Mid South Mortgage Corp., a mortgage broker, licensed by the

State of Mississippi;
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q) | Land Sure Title, LLC, 20 East Gate Drive, Suite C, Brandon,
~ Mississippi, a closing settlement agent; |

9] Andrea Moore, address unknown, Jim Pruett’s secretary;

s)  Loan Closing and Title Services, address unknown, a loan

closing/settlement agent;

) Homeland Title & Abstract Company, Inc.,, 953 North Street,

Jackson, Mississippi, a loan closing/settlement agency;

u) James W. Abernathy, Jr., Pine Court, Starkville, Mississippi, is an

attorney;

v) Robert D. Harrison, 6700 Old Canton Road, Suite B, Ridgeland,

Mississippi, is an attorney;

w)  Allison Miller, present address unknown, an employee of LandSure

Title, LLC; |

x) “William “Bill” Atkinson, present address unknown, an employee of

LandSure Title, LLC;

y)  Stephen Colson, 2301 14" Street, Suite 580, Guifport, Mississippi,

an attorney/officer of Prestige Title, Inc.;

z) Johnny Young, 617 Avenue G, Greenwood, Mississippi, a
- painter/carpenter who Jim Pruett and/or Leflore Properties, Inc. and/or

Coldwell Banker First Greenwood Leflore Realty, Inc., used td act as a

“straw man” in Pruett’s real estate dealings;

EXHIBIT A - PCHLI Claim #338
59



Case 2:12-bk-15811-RK Doc 2690-4 Filec_i 04/08/13 Entered 04/08/13 18:35:21

—PBese-Exhibit A --PCHL-Claim-#338--Page 10 of 39

Case 8:07-bk-10765-RK Claim 338-1 Filed 08/17/07 Desc Main Document Page 9
of 38

Case 4:05-cv-00170-GHB=SAA  Document 124  Filed 05/31*06 Page 8 of 37

aa) | Johnny Rosa, 958. AHN seven Pines Road, Greenwood, Mississippi,
a carpenter who also served as a “straw man” for Jim Pruett and/or
Lefiore Properties, Inc. and/or Coldwell Banker First Greenwood Leflore
Realty, Inc.;

bb) Lee Pruett, 611 Puckett Street, Greenwood, Mississippi, a “straw
man” appraiser and the sdn of Jim and Linda Pruett;

cc) ‘Gary C. Ledbetter (hereaftgr “Ledbetter”) who at relevanf times
herein was an employee of the United States Department of Agriculture
(USDA), who worked in USDA’s Greenwood, Mississippi office as
Community Development Manager and as a loan approval officer for the
USDA. Ledbetter's address is USDA office, 188 Highway 15 South,
Pontotoc, Mississippi;

dd) Kéni Eliis, address unknown, | who was an employee of First
Greenwood and an agent of Coldwell Banker; |

ee) Mel Harris, address unknown, who was an employee of First
Greenwood and an agent of Coldwell Banker;

ff) Jason O'Bryant is an appraiser licensed by the State of Mississippi;

gg) Del’Cox, address unknown, who is an appraiser, licensed by the
State of Mississippi: |

hh) Larry Kennedy, address unknown, who is an appraiser, licensed by

the State of Mississippi;
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1)) Kevin Steed, address unknown,»w‘ho is an appraiser, licensed by
the state of Mississippi;

jij) - Fransene Berry, Georgetown, Mississippi, who is an appraiser,
licensed by the State of Mississippi;

kk)  Joni Goss, address unknown, who is a mortgage broker, licensed
by the State of Mississippi;

i) Toby Goss, address unknown, who is a mortgage broker, licensed
by the State of Mississippi;

mm) John Emory, address unknown, who is @ mortgage broker, licensed
by the State of Mississippi;

nn) Wayne White, address unknown, who is a mortgage broker,
licensed by the State of Mississippi;

o0) Rickey Walker, deceased, who was and employee of Bobby Fisher
and later of Prestige Title;

pp) Jason Ellis, 115 Dorchester Court, Brandon Mississippi, who is a
mortgage broker, Iicensed by the State of Miséissippi ;

qq) Lance Persac, 441 Northpark, Suite A, Ridgeland, Mississippi, who
is a mortgage broker, licensed by the State of Mississippi;

) Brad Landry, address unknown, who is a mortgage broker, licensed

by the State of Mississippi;
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ss)  Professional Mortgage Consultants Corporation, 115 Dorchester
Court, Brandon, Mississippi, who is a mortgége broke'r, licensed by the
State of Mississippi; |
tt) Mortgage Stop, Inc., c/o Lance Persac, 441 Northpark, Suite A,
Ridgeland, Mississippi, who is a mortgage broker, licensed by the State of -
~ Mississippi;
uu)l Matt Howard, Pine Bluff Road, Greenwood, Mississippi, who is a
mortgage broker, licensed by the State of Mississippi;
vv) John Doe is a real estate appraiser, whose name is presently
unknown, who the USDA paid to appraise the property at 4307 County
Road 160, Greenwood, Mississippi, pridr to the purchase of such property
by Plaintiff, the Pilchers.
16. As stated previously, at all relevant times herein, Coldwell Banker,
First Greenwood, Leflore Properties, Jim Prue&, -Linda Pruett, Bank of
Commerce, State Bank & Trust, People's Choicé Funding, Inc. d/b/a People’s
Choice Home Loans, Inc, and others engaged in' racketeering activities,
committed two or more violations of Federal Criminal Statutes, and were.
pa:ticipanté in and were parties to an “enterprise” as defined by 18 U.S.C.
1961(4). |
17. | All Defendants and entities named above knew or should have
known that interstate wire and mail instrumentalities were used or likely would

be used in furtherance of aspects of the scheme(s) to be hereafter discussed.
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18. Specifically, the United States Mail and the interstate wire service
were used to transmit fraudulent loan documents, on multiple occasions. These
transmissions occurred during a time period beginning with the application date
of each respective loan, and continued from time to time thereafter up to and
untif the final transmission of the executed loan documents by the closing agent
after the loan had been closed.

First Greenwood, Jim Pruett, and Others Acted as Agents for
Coldwell Banker with Apparent Authority

19. lCoIdweII Banker and First Greenwood occupied a
franchisor/franchisee relationship, which began in 1990.

20. Coldwell Banker authorized First Greenwood, employees of First
Greenwood, and Jim Pruett, to use Coldwell Banker's trademark, its name, its
colors, its logo, its insignia, its design, etc., in buying, selling and listing for sale
residential real estate, in dealing with third parties, (including Plaintiffs) in the
purchase/sale of such real estate, and in so doing, allowed First Greenwood to
possess apparent authority to act as its agent.

21.  Coldwell Banker advertised locally and nationally for the purpose of
leading third pa&ies, dealing with its franchisees (like First Greenwood) to
believe in, and rely upon, the integrity of its franchisees.

22 Coldweli Banker, through its advertising programs, through its
public support of its franchisees/agents, led third parties, dealings with its
franchisees/agents, to reasonably believe that its franchisees/agents were

trustworthy/honest, etc.
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23. Thus, Coldwell Banker lent an “air of legitimacy” to the racketeering
activities to be hereafter described. Coldwell Banker also agreed to, and
participated in these activities. |

Racketeering Activities — Jim Pruett’s Invoivement

24,  Jim Pruett operated out of First Greenwoodfs office, which
prominently displayed Coldwell Banker's colors, logo, insignia and name, with
Coldwell Bankér’s full knowlédge and 'consent. Third parties dealing with Jim
Pruett could not reasonably distinguish business activities conducted by Jim
Pruett individually from the business interests/activities of Coldwell Banker.
Acting as agent for Coldwell Banker, with actual or apparent authorityvfrom
Coldwell Banker, Jim Pruett routinely engaged in the following conduct: '

a) Mr. Pruett routinely purchased properties from third parties who

desired to sell properties;

b) Mr. Pruett routinely obtained market value appraisals on properties

that were offered to him for purchase which he utilized fo establish prices

he paid on properties he purchased from third parties;

c) Mr. Pruett conspired with appraisers to provide appraisals which

expressed market values, at below market value rates, on properties

which Mr, Pruett purchased from third parties;

d) Mr. Pruett routinely misrepresented the value of properties he

purchased from third parties, and he used such appraisals to support such
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misrepresentations, ther_eby assisting him in misleading sellers of these
_ properties as to the true values of properties purchased;

e) Mr. Pruett also frequently bid to purchase properties that had been

financed through the United States Department of Agriculture, which were

the subject of foreclosure proceedings;

f) In exchange for “kickbacks”, which Mr. Pruett provided to Gary

Ledbetter, the individual employed by the USDA to handle USDA

foreclosures, Mr. Pruett was designated by Mr. Ledbetter as the “high

bidder” on foreclosed properties offered by the USDA for sale, whi;h

enabled Mr. Pruett to purchase USDA foreclosed properties at below

market rates on multiple occasions;

Q) Mr. Pruett routinely took tile to properties he acduired from third

parties and via foreclosure, in the names of various “straw buyers,”

namely Johnny Young, Johnny Rosa, and on occasion his own son, Lee

Pruett for the purpose of concealing Mr. Prueft’s personal involvement in

this enterprise; -

h) Pruett obtained funds to purchase properties (via USDA foreclosure

and from third parties) from loans made by .Bank of Commerce as well as

another co-conspirator, State Bank & Trust Company;

i) Mr. Pruett also paid a bank employee(s) kickbacks for agreeing to

finance his property purchases through “straw men” owners;
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i) After Jim. Pruett acquired properties — whether from third parties or
by foreclosure from the USDA - Jim Pruett would advertise the property
| he acquired as being for sale by or thrbugh First Greenwood -and/or by or
through Coldwell Banker, leading prospective buyers of these properties to
believe that 'they were owned by First Greenwood and/or Coldwell Banker;
k) Mr. Pruett routinely misrepresented the value aﬁd condition of the
properties that he advertised for sale to prospective purchasers,
misrepresented the repairs he intended to make on these properties and
thereby induced purchasers of such properties to agfee to pay inflated
values on properties Pruett owned, and to borrow monies in excess of the
property’s market in amounts which borrowers could not afford to repay;
1) Mr. Pruett routinely prepared sales contracts, which he would have
purchasers sign, that contained a selling price. He would then modify the
selling price at which the purchaser could purchase the property to reflect
a higher selling price to justify selling the property at a higher price and to
satisfy lending requirementsbimposed by involved mortgage lenders;

m)  Mr, Pruett obtained inflated appraisals of the properties he held for
resale for the purpose of persuading unsuspecting buyers to agree to pay
values that exceeded the properties rharket values to satisfy lending
requirements imposed by mortgage lenders, and to induce innocent

borrowers to agree to borrow sums that exceeded the property’s value;
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n) Mr. Pruett conspired with selected mortgage brokers who, with full
knowledge of Mr. Pruett’s fraudulent conduct, proceeded to secure loans
from mortgage lenders to enable purchasers to purchase said properties,
paying excessive prices and borrowing amounts that exceed the propérty's
values;
0) Mr, Pruett and mortgage brokers working in concert with Mr, Pruett
prepared/falsified documents to distort borrowers’ capaCity to repay loans
for the purpose of satisfying “paper” requirements imposed by mortgage
lenders, who agreed to loan monies to purchasers, who did not qualify for
loans in amounts applied for, under unfavorable loan terms, in amounts
which borrowers could not afford to repay, secured by properties whose
values were misrepresented;
p) Mr. Pruett and Coldwell Banker agents and mortgage brokers
waoarking in concert with Mr. Pruett would routinely advise borrowers that if
they paid their house payments for a period. of one to two years, the
lender would refinance the property, thus lowering the borrower’s monthly
payment.
The Entire Coldwell Banker Office Participated in the Scheme
25. Defendant Linda Pruett was the President and a director of Coldwell
Banker First Greenwood and Leflore Properties., Ms. Pruett worked in the

Coldwell Banker office with Jim. Pruett and was aware of all aspects of the
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scheme being perpetrated by her husband, Jim Pruett, and actively participated
init.

26. Andrea Moore was Jim Pruett’'s secretary. As such, she had actual
knowledge of acts of fraud being perpetrated by Jim Pruett and participated in
the preparation of fraudulent documents utilized to qualify' unqualified buyers for
loans. These false/fraudulent loan documents were routinely sent by mail or
wirev to mortgage lenders who loaned monies to purchasers of Pruett owned
properties and/or properties sold by/through Coldwell Bahker. Additionally,

| And‘rea Moore notarized numerous documents, which were forgeries.

27. Ken Ellis, like Jim Pruett, worked as an employee in the Coldwell
Banker First Greenwood office. Ellis was aware of the scheme(s) being

‘pérpetrated by Jim Pruett and éctively participated in it. -~ Mr. Ellis, as an
employee of Coldwell Banker First Greenwood, was paid commissioﬁs and “under
the table” kickbacks for each home which Jim Pruett owned, as to whic\h he
found a buyer.

28. Mel Harris, like Jim Pruett, likewise worked as an employee in
Coldwell Banker First Greenwood's office. Ms. Harris was aware of the
scheme(s) being perpetrated by Jim Pruett and Coldwell Banker and actively
participated in it. Ms. Harris, as an employee of Coldwell Banker First

vGreenwood, was paid commissions and kickbacks for each home which Jirﬁ

Pruett owned, as to which she found a buyer.
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Involvement/Participation of Real Estate Appraisers in
Scheme/Enterprise

29. bel Cox is a real estate appraiser} licensed by the State of
Mississippi, who provided appraisals of properties purchased by Jim Pruett, (in
whatever name selected by Jim Pruett (Leflore Properties, Johnny Young, Johnny
Rosa, lee Pruett)) at‘whatever'value Jim Pruett selected.

30. Mr. Cox’s appraisals were used by'Mr. Pruett to persuade property
'oWners to whom Mr. Pruett sold properties to agr.ee to purchase such properties
for prices that exceeded the market value of the properties. |

31. Larry Kénnedy is a real estate appraiser, licensed by the State of
Mississippi, likewise furnished appraisals to Jim Pruett at whatever values Pruett
selected.

32. Mr. Kennedy's inflated appraisals were utilized by Mr. Pruett to
persuade purchasers to pay amounts for properties owned by Pruett that
exceeded the true values of the property.

33. Fransene Berry is an appraiser of residential real estate licensed by
the State of Mississippi. Ms. Berry’s role in the enterprise at issue in this case
was to furnish appraisals of properties, acquired by Jim Pruett, which contained
market value estimates determined by Pruett, knowing that these appraisals
would be used by Pruett to justify both bank loans from third party lenders by/on

behalf of buyers/purchasers of the property.
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34. Jason O'Bryant is also an appraiser of residential real estate
licensed by the State of Mississippi. Mr. O'Bryant’s role in the enterprise at issue
in this case wés similar to that employed by Berry and previously described.

35. Kevin Steed is also an appraiser of residential real estate licensed in
the State of Mississippi. Mr. Steed’s role in the enterprise at issue in this case
was similar to that employed by Berry and previously described.

Interim Lenders, Two Banks, Participated In Enterprise
And “Bankrolled” the Scheme

36. Defendant, Bank of Commerce, through its vice president Terry
Green, and defendant State Bank & Trust, through its loan officer Clark
‘Patterson, actively participated in the enterprise described previously in the
following respects:

a) Bank of Commerce and State Bank in effect “bankrolled” the

enterprise by loaning monies to Jim Pruett to enable him to acquire

properties at below market prices; |

b) Bank of Commerce and State Bank knew that Jim Pruett was taking

title to properties he acquired in “straw purchasers” names and permitted

Jim Pruett to secure loans on properties that Pruett did not own;

c) Terry Green and Clark Patterson routinely employed Bobby Fisher

and other attornéys to provide title opinions to Bank of Commerce and

State Bank & Trust that Green, Patterson, and Pruett knew were false;
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d) | Green and Patterson, and perhaps others in the bank, knew that
Pruett obtained appraisals of properties in amounts that exceeded market
valueé of properties appraiséd;

| e) Bank of Commerce and State Bank & Trust knew that properties

that served as collateral for Bank of Commerce loans were being routinely

“flipped”,

f) Bank of Commerce and State Bank & Trust knew that properties |

that served as collateral for Bank of Commerce loans were being routinely

sold to third parties, who had been induced to borrow monies ih amounts
that exceeded the market values of properties that such third parties were
purchasing;

g) Baﬁk of Commerce and State Bank & Trust knew that the prbceeds

such of loans made to such third parties, were utilized by Jim Pruett to

repay Pruett’s loans to Bank of Commerce and State Bank & Trust.

37. State Bank & Trust, through its loan officer Clark Patterson also
knew about and participated in the foregoing enterprise. Mr. Patterson and
State Bank & Trust, like Bank of Commerce, effectively “bankrolled” the “straw
men” utilized by Jim Pruett to obtain properties, and then resell these propertiés
to unsuspecting buyers at amounts that exceeded market value. Clark Patterson
received kickbacks from Jim Pruett for approving loans to Jim Pruett’s “straw

men” and Mr. Pattersdn was fully aware of the fact that appraisals utilized to
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support Jim Pruett’s resale of these_ properties did not accurately reflect market
values. |
Participation of Mortgage Brokers in Enterprise/Scheme

38. Joni Goss is a rﬁortgage broker licensed by the State of Mississippi
who operated in the name of several corporate entities, including Mississippi
Mortgage, Inc., Statewide Lending, Lincoln Mortgage Loans, Egiti Mortgage, and
others. Ms, Goss was one of the mortgage brokers who Jim Pruett
employed/contacted for the purpose of arranging mortgage financing on sales of
properties whicbh Pruett owned or which were offered for sale by/through
Coldwell Banker, to third parties to whom Pruett intended to sell such properties.
Ms. Goss had knowledge of and actually participéted in the scheme which Jim
Pruett employed to defraud buyers of property which Jim Pruett acquired and/or
offered for sale by/through Coldwell Banker in the following respects:

a) Ms. Goss knew that the potential buyers of such properties could

not qualify for loans in the amounts that were needed to enable purchasers

to acquire such properties and pay the inflated prices Pruett sought;

b) Ms. Goss also knew that the economic status of such borrowers

was such that even if they were able to obtain such loans, they would not

be able to make payments to satisfy the loans, which were being arranged

for them.
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c) Ms. Goss participated in the preparation of false documents, which
were routinely sent to mortgage lenders by mail/fax, which distorted |
prospective buyer’s ability to repay Ioahs.

d) Ms. Goss knew that other parties/participants in this scheme were

likewise preparing false loan documents, applicable to potential buyers of

properties, which also were being mailed to lenders.

e) Ms. Goss knew of and participated in a kickback scheme in which

loan proceeds were diverted to mortgage brokers, including herself, as well

as to closing attorneys, and appraisers.

39. Toby Goss is a mortgage bvroker licensed by the State of Mississippi
who has operated through several corporate entities, including Mississippi
Mortgage, Inc. Mr. Goss engaged in fraudulent conduct similar to the conduct in
which Joni Goss engaged, as described in the preceding paragraph. |

40, John Emory is a mortgage broker licensed by the State of
Mississippi. He has operated through several corporate entities, including
Wholesale Mortgage, Inc., and others. Mr. Emory engaged in the same type of
fraudulent conduct as was perpetrated by Joni Goss, and as is outlined above.

41. Wayne White is a mortgage broker licensed by the State of
Mississippi who haé operated as a mortgage broker through several corporate
entities, including Wholesale Mortgage, Inc. Mr. White engaged in the same
type of fraudulent conduct as was perpetrated by Joni Goss, and as is outlined

above.
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| 42, Jason Ellis, Brad Landry and Matt Howard are mortgage brokérs,
licensed by the State of Mississippi, who operated through several corporate
entities, including Professional Mortgage Cohsultants, Inc. Mr. Ellis, Mr. Landry
and Mr. Howard engaged in the same type of fraudulent conduct as was
perpetrated by Joni Goss and as is outlined above.

43. Lance Persac is a mortgage broker, licensed by the State of
Mississippi, who has operated through several corporate entities, including
Mortgage Stop, Inc. Mr. Persac engaged in the same type of fraudulent conduct
as was perpetrated by Joni Goss and as is outlined above.

44. Professional Mortgage Consultants Corp. is a mortgage broker
licensed in the State of Mississippi, which engaged in the same type of fraudulent
conduct as was perpetrated by Joni Goss and as is outlined above.

Participation Of Attorneys Hired To Prepare Loan
Documents/Closg Loans

45, Bobby Fisher is a Greenwood lawyer whose practice was at all
relevant times herein, primarily limited to handling real estéte transactidns. Mr.
Fisher’s role/involvement in this scheme/enterprise included:

a) Mr. Fisher attended the closings of sales of property owned by Jim

Pruett, Pruett’s employees, and properties owned by third party sellers

which were sold by/through Coldwell Banker;

b) Unsuspecting purchasers of such properties were led to believe, by

Mr. Pruett and his employees, that Fisher was present at the closing to

represent/protect their interests;
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c) Fisher had full knowledge of all aspects of the scheme that was
being perpetrated by Jim Pruett;
d‘) Fisher knew that appraisals utilizéd by Pruett were in amounts that
exceeded market values;
e) Fisher knew that Pruett was engaged in paying kickba‘cks;
f Fivsher was aware that Pruett paid kickbacks to the representative
with whom he was dealing»with the USDA, and that kickbacks were also
being paid to mortgage brokers from loan proceeds; |
g) Mr. Fisher maintained a bank account, which. he utilized to divgrt
monies from closings to third parties, which concealed the fraud that was
being perbetrated on unsuspecting borrowers; |
h) Mr. Fisher, while purporting to act as attorney for
purchaser/borrowers, in fact acted contrary to the interests of his so-called
clients and deliberately réfrained from disclosing to borrowers/purchasers
the fact that they were being defrauded;
) Mr. Fisher knew that sales contracts in which Pruett was a party
were altered by Pruett;
) Mr. Fisher knew about and participated in the preparation of false
loan documents, which distorted/inflated borrower/purchasers’ financial
capacity to repay the loans which Fis‘her closed, which were routinely
mailed to mortgage lenders;

k) - Fisher knew of Plaintiffs’ inability to repay the loans that he closed;

23

EXHIBIT A - PCHLI Claim #338
75



Case 2:12-bk-15811-RK Doc 2690-4 Filed 04/08/13 Entered 04/08/13 18:35:21

Desc Exhibit-A-PCHLI| Claim #338 Page 26 of 39

Case 8:07-bk-10765-RK  Claim 338-1 Filed 08/17/07 Desc Main Document  Page 25
: of 38

Case 4:05-¢cv-00170-G AA  Document 124  Filed 05/31’6 Page 24 of 37

[) = Mr. Fisher conspired with the other members of the enterprise,
namely Mr. Pruett, Mr. Green, and Mr. Patterson, to provide incorrect title
opinions to the Bank of Commerce and to State Bank & Trust which
inacturately reflected that there had been no transfers of the properties
Within one year for the purpose of covering the exposure of these bankers
to claims of “flipping”. |

46. Loan Closing Services Corporation was a corporate entity created
by Bobby Hsher, which employed Bobby Fisher, Daniel Floyd, Christy Smith,
Kristen Taylor, Diane Kel!y,' John Burton, Matt Howard, Randy Glover, Paul
Blakely, Rickey Walker, Jason O‘Bryant, and others. All persons affiliated with
this entity'knew about and participated in the enterprise aﬁd were paid
kickbacks, by Fisher, following closing of these loans.

47. Prestige Title is a title insurance company, which was created by
Steve Colson, an attorney with Maggio & Colson, LLC of Gulfport, Mississippi.
Prestige Title was aware of the acts of fraud, as preyiously described, and
attended loan closings, purporting to act as attorneys for borrowers/purchasers
after Mr. Fisher was no longer able fo do sd due to the fact that he had lost his
ability to write title insurance. Prestige Title/Steve Colson’s knowledge of
wrongdoing/fraud perpetrated by Pruett, mortgage brokers, etc., was identical to

Fisher's knowledge/involvement previously described.
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48.  Landsure Title, Homeland Title, Loan Closing and Title Services,
and Robert Harrison acted as closing agents for the involved lenders and were
aware of the fraud and criminal activity and participated in it.

49, Rickey Walker, now deceased, was an employee of Bobby Fisher
and later at Prestfge Title, Inc. who engaged in the same type of fraudulent
conduct as was perpetrated by Bobby Fisher and as is outlined previously.

Participation Of Mortgage Lenders In Enterprise

50. Before the dates of the transactions at issue in this lawsuit People's
Choice Funding, Inc., d/b/a People’s Choice Home Loans, Inc. ('hereafter
“lender”) decided, as a corporate strategy, to engage in sub-prime lending, i.e.,
that it would be profitable to make high interest rate reSidentia! real estate loans
to a particular, targeted, group of Mississippians, who hereafter referred to as
“Targeted Borrowers.”

51. The Mississippians from whom lender decided to solicit this
business had limited education, had little expertise/sophistication in real estate
transactions, had impaired credit, generally wére first time homeowners, and
often were members of a minority racial group.

52. This group of Mississippians was targeted by lender for this
business because lender felt that this group of Borrowers could be easily misled
and could easily be overreached.

53. Lender -actively encouraged mortgage brokers (Mississippi

Mortgage, Wholesale Mortgage, Mortgage Stop, etc.) to solicit applications for
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sub-prime loans, to be secured by residential real estate, from Targeted
Borrowers. |
54. ‘These mortgage brokers:
a) Solicited loan applications from Borrowers which were sent, by
mail, to mortgage Iende_rs for review for accuracy/authenticity, etc. by
employees of mortgage lenders;
b)  Gathered financial information from said Borrowers, which
purportedly set forth the ability of these Borrowers to repay these loans;
<) Assisted lender in procuring additicnal information needed by
lender to facilitate its underwriting and closing of these loans;
d) Sele;ted Appraisers (or approved Appraisers sélected by others,
such as Jim Pruett/CdldwelI Banker) to appraise properties utilized to
secure these loans;
e) Selected lawyers (or approved lawyers selected by others, such as
Jim Pruett's/Coldwell lBanker) to close the loans on terms/conditions
prescribed by lender using loan-closing documents mandated by lender.
55.  Jim Pruett also acted as agent for lender through various forms of
advertisements (in the name of Coldwell Banker) located and identified “target
borrowers” for lender who were interested in purchasing properties owned by
Pruett.
56. Mortgage-Brokefs (or persons like Jim Pruett, a&ing in concert with

these mortgage brokers), acting at the behest of and as agents for lender,
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routinely contacted targeted borrowers desiring to purchase residential real
estate for the purpose of securing loan applications from such prospective _
Borrowers. | |

57.  Jim Pruett rbutinely assured such prospective borrowers that he
had the capacity to “get them a loan”.

58. Jim Pruett put persoriswho desired to purchase residential real
estate that he owned as well as persons who desired to purchase real estate
owned by third parties, which was listed for sale by/through Coldwell Banker in
contact with these mortgage brokers.

59. These mortgage brokers promised prospective purchasers that they
could “arrange” loans for these purchasers, usually with purchasers being
relieved of any obligation to make any down payments on such loans.

60. These assurances led potential borrowers to believe that Jim Pruett
and these Mortgage Brokers had ongoing business relationships with
persons/entitieé who made real estate loans, (a belief which was both reasonable -
and true) or that Pr'uett/C.oIdweII Banker itself would loan monies to make these
purchasés.

61. These prospective Borrowers were led to believe that Jim Pruett
and these mortgage brokers possessed information about the real estate loan
procuring/closing process that was greater than/superior to that possessed by

the prospective borrowers themselves. As a result, the prospective borrowers
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reasonably believed the assurances and representations made by Jim
Pruett/Coldwell Banker and the mortgage brokers.

62. Lender deliberately put these mortgage brokers in the position to
foster that belief on the part of these borrowers by aItoWing these brokers to
arrange mortgage loans on its behalf, by advising these brokers of its loan
programs, by encouraging these brokers to solicit loan applications, etc.

63. Thus, these l;o_rrowers, in reliance upon the belief that Jim Pruett
and these mortgage brokers possessed expertise i‘n procuring and arranging
loans of this type and that Mr. Pruett and these brokers would utilize fhat
expertise in “getting them loans,” pfovid_ed basic financial data to Pruett,
employees of Pruett, and these mortgage brokers, that was truthful and
accurate, |

64. The borrowers reasonably believed that the truthful and accﬁrate
financial data that they provided to Pruett, employees of Pruett, and these
mortgage brokers would be submitted, without alteration, to the mortgage
lenders with whom these parties had a business relationship.

65. However,‘ };ruett, employees of Prueft, and the mortgage brokers
themselves, deliberafely modified data provided to them by borrowers and, in
addition, prepared/falsified data and such fraudulent data was routinely mailed,
as a part of this scheme/enterprise to mortgage lenders.

66. The mortgage lenders had, in place, guidelines/criteria which were

designed to determine the accuracy of financial data submitted to them,
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67. Upon receipt of borrower appl'rcations and supporting borrower
financial daté procured from Pruett or a mortgage broker, pursuant to
underwriters empioyed by lenders were directed to review borrower
applications/loan documents submitted by mortgage brokers.

68.  But lender's underwriters routinely “overlooked”/failed to discover
the existence of fraudulent documents in the data sent to them.

6S. - One of the job functions that lender's underwriters are supposed to
perform was to look for forgeries. Lender’'s underwriters ignored the fraud and
failed to discover forgeries in documents submitted to them for their review.

70. Such false loan documentation, in loan after loan, systematically
distorted the financial ability of Borrower to repay these loans. Each and every
false loan documentation was systematically “overlooked” by every lender

" representative whose job was to discover the presence of fraudulent documents.

71.  Lender was perfectly content to make loans to borrowers who did
not meet its credit criteria, who likely could not repay its loans, or who would
experience extrac;ndinary financial difficulty in repaying these loans,

72, Lender's failure to discover reoccurring, obvious fraudulent
behavior by Pruett, by Pruett's employees and by the mortgage brokers with
whom it dealt, by the closing attorneys selected by lender to dose its loans,

supports a finding that lender knew of such behavior and ratified it.
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73.  Put another way: if lender truly was interested in making sure that
it made loans to persons who met its credit criteria, it would have certainly
“discovered” this pattern of reoccurring/obvious fraud.

74. The fact that lender did not “discover” this fraud (by ignoring its
own guidelines) supports a finding that it knew that Pruett, these brokers, Fisher,
etc., were committing fraud in connection with its loans and nonetheless
preceded to make these loans anyway.

75. Alternafively, lender’s failure to discover this fraud is the product of
its “willful blindness” or deliberate ignorance.

76.  After being promised by Pruett, or employees of Pruett, or these
mortgage brokers that they could and would “get them a loan,” borrowers simply
waited to see whether thi§ promise would be fulfilled.

77.  Then, usually, with no advance notice ~ “out of the blue"— these
borrowers would get a call from someone working in First Greenwood/Coldwell
Banker's office or from the mortgage brokers, to advise that their loans had been
“approved” and that the closing of their loan was scheduled, usually rather
immediatély.

78. Telling these borrowers that their loan applications had been
approved led these borrowers to reasonably believe that the mortgage lender
who had agreed to make these loans had reviewed the financial documents that.

they had earlier provided and, based upon that review, had determined that they
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possessed sufficient assets/wealth/credit to borrow the monies they sought to
borrow/repay the loans that were being made to them.

79.  These borrowers proceeded to go forward with the closing of these
loans in reliance upon the mistaken belief that their assets/liabilities/income were
sufficient, as far as lender was concerned, to enable them to repay these loans.

80. This reliance, made in good faith and reasonable, was misplaced.
Borrowef assets/liabilities/income/capacity to borrow these monies haa been
deliberately distorted/inﬂéted by the fraudulent loan documents which were
routinely mailed to these lenders by Pruett/employees of Pruett/mortgage
brokers/ and Fisher.

81.  After assuring Borrowers that they had been approved for a loan,
the borrowers Were “summonsed” to ‘loan closings, which occurred at dates,
places, and times, determined by Pruett, by someone in Pruett’s office, or the
mortgage brokers.

82. Many of these borrowers had never before owned a house or
attended a closing of a real estate loan. |

83. Borrowers appeared at loan closings with no advance idea about
the amount of money they would be borrowing, the interest rates‘they would be
charged, the identity of the lender, who had agreed to loan them monies, or ény

other term undér which they would be loaned money.
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84. Lender sent loan cI.osing documents and instructions, as well as
funds to be utilized to close these loans, by mail, fax and/or e-mail, to closing
attorneys, before these loans were closed.‘

85. At these loan closings, Plaintiffs were routinely presented a stack of
legally complex loan closing documents, and it was made clear to these Plaintiffs
that they must sign the document§ presented to them as a condition to securing
these loans.

86. These Plaintiffs, as a condition to securing these loans, were
directed to sign documents, prepared by lender, which lender knew to be
fraudulent, and which these Plaintiffs did not know were fraudulent.

87. The a&orneys who closed these loans provided no explanation to
Plaintiffs as to the legal significance of any of the documents these Plaintiffs
were told to sign. At best, documents were identified by the nature of the
documents themselves. For example, Plaintiffs were told no more than: thisis a
deed; this is a deed of trust, etc.

88. Plaintiffs usually were afforded no opportunity to read any |
documents that they signed. Few Plaintiffs would have understood the
documeﬁts had they read them, due to their complexity/legalese. Closings
usually took 15 (fifteen) minutes or so, sometimes longer, but not much longer.
Many Plaintiffs felt rushed to sién documents.

89. At no time before any of these loans were closed did Pruett, any

employee of Pruett or any mortgage broker or any closing attorney ever tell any
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Plaintiff that any false/fraudulent loan documents had been prepared in
connection with their loans, and mailed to any involved lender.

90. The failure of Pruett, employees of Pruett, or these Mortgage
Brokers to apprise these Plaintiffs of the fact that false loan documents had been
prepared in connection with their loans, that documents which inflated/distorted
their ability to repay these loans had been mailed to these lenders, that these
lenders had prepared false loan documents for these Plaintiffs’ signatures
constitutes, as a matter of law, acts of fraud on the part of these parties.

91. These Plaintiffs were also not told that these lenders had made a
determination that some groups of borrowers, with specified levels of wealth,
could likely repay its loans while other groups of borrowers, who did not possess
pre-described levels of wealth, likely could not repay its loans. In proceeding to
close these loans to these Plaintiffs, by implication, these Plaintiffs were led to
believe and reasonably relied upon the belief that these lenders had made a
determination that they had the financial capacity to be able to repay these
loans.

Defendants’ Particular Dealings with Plaintiffs
92. Defendants conspired with each other to sell residential real estate
that Jim Pruett acquired (in the name of Leflore Properties) to the Plaintiffs.
93. Jim Pruett, acting in the name. of Leflore Properties or in the name
of some other “straw man” purchaser, purchased USDA-owned property and

previously foreclosed or third party owned property, at foreclosure sales, at a
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fraction of the property's fair market value, and then through the process as
previously described resold the properties at substantial broﬁt to the Plaintiffs at
a price that far exceeded the market value of the properties.

94, In other instances the same conduct accompanied the sale of third
party-owned property listed for sale with Coldwell Banker with the same
damages resulting to the Plaintiffs,

95. The Plaintiffs relied upon the misrepresentations of the defendants,
The Plaintiffs were the victims of the fraudulent scheme or enterprise
perpetrated by the defen;jants. |

96. Funds utilized to close this tl;ansaction were sent to the closing
agent by wire or by mail.

87. Each of the defendants was aware of, approved, was a willing
participant in, and profited from all conduct set forth in the preceding
paragraphs. In the alternative, the defendants were guilty of “willful blindness”
with respect to such conduct. |

98. ' Defendants’ conduct constituted a violation of 18 U.S.C. §1962(a),
(b),_(c), and (d).

99. Plaintiffs suffered actual damages, including damages for emotional
distress, humiliation, and economic damages, including the differencé in the
value of the house they purchased from Pruett/Leflore Properties as representéd
versus the true market value of such house in the amount of, at a minimum,

$100,000.00 each.
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100. As a result of the foregoing wrongful acts andv omissions, the
Defendants are liable to Plaintiffs for all damages éllowed pursuant to.18 u.s.C.
§1964(c) and 15 U.S.C. §1639(h).

101 As a result of the foregoing wrongful acts and omissions, the
Defendants are liable to Plaintiffs for damages sustained by Plaintiffs based

upon, the following pendant state claims state:

a) Breach of fiduciary duty;

b) Misrepresentation;

c) Deceptive sales practices;

d) . Fraudulent concealment;

e) Intentional infliction of emotional distress.

102. Each of the above named persons/entities conspired to perform

two or more predicate acts, which included numerous instances of wire fraud in
violation of 18 U.S.C. §1343, numerous instances of mail fraud in violation of 18
U.S.C. §1341, and numerous instances of money laundering in violation of 18
U.S.C. §1956 and 18 U.S.C. §1957.

103. Defendants and entitiés named above violated 18 U.S.C. §1341 and
18 U:S.C. §1343 in devising, on multiple occasions, a scheme(s) or artiﬂce_(s) to
obtain money or property by false and/or fraudulent‘ pretenses, representations,
and promises as contained in the various loan documents incIu'ding, without
limitation, sales contracts, loan applications, verification documents, and HUD-1

Settlement Statements.
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104, All or some of the Defendants and entities named above used the
U.S. mail and/or private or comrﬁercial interstate carriers in the furtherance of
such scheme(s).

WHEREFORE, PLAINTIFFS DEMAND:

A. .Actual damages, including the difference between the value of the
house as represented, versus the true value of such house, damages for
emotional distress, humiliation, and economic damages in the amount of
$100,000.00 against each defendant, jointly and separately.

| B. Punitive damages against each defendant, individually and jointly,
in an amount sufficient to deter such defendants from hereafter, engaging in
such wrongful conduct in the future.

C. Attorneys fees and expenses and treble aamages pursuant to 18
gU.S.C. 1964(c).

RESPECTFULLY SUBMITTED, this the 31* day of May, 2006.

Of Counsel: s/C. W, Walker III

C.W. Walker III
Lake Tindall, LLP MS Bar No. 6870
P.O. Box 918 :

127 South Poplar Street

Greenville, MS 38702-0918
Telephone: 662-378-2121
Facsimile:  662-332-5325
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CERTIFICATE OF SERVICE

I hereby certify that on the 31% day of May, 2006, I electronically filed the
foregoing with the Clerk of the Court using the ECF system which sent
notification of such filing to the following:

Christopher A. Shapley, Esquire | cshapley@brunini.com
Joseph Anthony Sclafani, Esquire isclafani@brunini.com

" H. Hunter Twiford I11, Esqﬁire ' linch
April D. Reeves, Esquire | | ar_ems@waj;kmslud]am,mm

and I further certify that I have mailed by United States Postal Service the
document to the following non-ECF participants: None. _

/s/ C.W. Walker III

W:\26000_Dir\26021\Pleadings-Federal Court\Amended Complaint.doc
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United States Bankruptcy Court for the Central Digfr& of California PROOF OF CLAIM
IName of Debtor ICase Number This Space For Court Use Only
People's Choice Funding, Inc. 07-10767

NOTE: Tkis form should not be used to make a claim for ar. administrative expense arising after the commencement of
fthe case. A “requesf” for payment of an admiristrative exper.se may be filed pursuant to 11 U.S.C. § 503.

Name of Creditor (Tke person or ather entity to whom the debtor owes money or |[] Check box if you are aware

property): that anyone else has filed 2
JOHNNY AND MARY PRICE AND LATRENDA M proof of claim relating ta your J
CITIZEN claim. Attach copy of |
Name ard Address wkere notices should be sent: statement giving particulars. :
JOHNNY AND MARY PRICE AND LATRENDA M CITIZEN O Check box if you have never
C/O CW WALKER 11l & FRANK § THACKSTON JR received any notices from the
LAKE TINDALLLLP bankruptcy court in this case.
PO BOX 918
GREENVILLE MS 38702-0918 [0 Check box if the address
differs from the address on the
envelope sent to you by the
Telepkore Number: court.

‘This Space For Court Use Only

igi t or oth by which creditor identifi
gf:):of:ur digits of account or other number by which creditor identifies Checkhere O replaces

ifthisclaim [} amends 2 previously filed claim dated:

1. Basis for Claim

0 Goods sold 0 Retiree benefits as defined in 11 U.S.C. § 1114(a)
O Services performed O Wages, salaries, and compensation (fill out below)
O Money loaned Last four digits of your SS #
[ Personal injury/wrongful death Unpaid compensation for services performed
O Taxes from to
MOther intentional tort, mail & wire fraud, RICO violaggeps (date)
2. Date debt was incurred: 3. If court judgment, date obtained:
2 rice, 1/29/03 Citizen pending lawsuit

|"4. Classification of Claim. Check the appropriate box or boxes that best describe your claim and state the amount of the claim at the time case filed
See reverse side for important explanations.
Unsecured Nonpriority Claim s__unknown amount Secured Claim.

B Check this box if: a) there is no collateral of lien securing your [0 Check this box if your claim is secured by collateral (including a right of

claim, or b) your claim exceeds the value of the property securing setoff).
it, or if ¢) none or only part of your claim is entitled to priority. - : Brief Description of Collateral:
' . . ; O Real Estate [] Motor Vehicle (] Other
Unsecured Priority Claim. Value of Collatersl §

[] Check this box if you have an unsecured claim, all or part of which is

entitled to priority | Amount of arrearage and other charges at time case filed included in

secured claim, if amy: §

Amouat entitled to priority §

Specify the prionity of the ¢laim: _ i :
0 Domesuc support obligations under 11 U.S.C. § 507(a)(LXA) or = Up 10 $2,225* of deposits toward purchase, lease, of renial of praperty or services
(a)(1)(B). for persenal, family, or househotd use - 11 U.S.C. § 507(a)(7).

O Wages, salaries, or commissions (up to $10,000),* earned within 180 Taxes or pemalties owed b govermnental units - 11 U.S.C. § 507(a)®).

days before filing of the bankruptcy petition or cessation of the debtor’s (] Other - Specify applicable paragraph of 11 U.8.C. § 507(a) ).
business, whichever is earlier - 11 G.8.C. § 507(a)(4). .4

" are subject (o adj t on 4/107 and every 3 years thereafier
0 Contributions to an employee benefii plan - 11 U.S.C. § 507(2aX5). with respect to cases commenced on or after the date of adjustment.
5. Total Amount of Claim at Time Case Filed: § unkrown. : .
(Unsecurec) (Secured) : (Priority) (Total)

OCheck this box if claim includes interest or other charges in addition to the principal amount of the claim. Attach itemized statement of all interest or additional charges.

6. Credits: The amount of all paymenrts on this claim has been credited and deducted for the purpose of making this proof of claim, " This Space For Court Use Only
7. Supporting Docaments: 4itach copies of supporting documents, such as promissory rotes, purchase orders, invoices, itemized
statements of running accounts, contracts, court judgments, martgages, secunty agreements, and evidence of perfection of lien,
DO NOT SEND ORIGINAL DOCUMENTS. if the documnents are not available, explain. If the documents are voluminous,
attach a summary.
8. Date-Stamped Copy: To receive an arknowledgment of the filing of your claim, enclose a stamped, self-addressed envelope
and copy of this proof of claim '

Date: Sign and print the name ang title, if any, of the creditor or other person authorized to file this claim (attach copy
' of ppwes of attorney, if
8- 1457

Penaliy for presenting fraudiilenifiaim: Fine up to $500,000 or imprisonment for up to S yeass, orboth. 18U.S.C

AT Illiill IIIlI IIIIIIIIIIIlIII 1l

07107670
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" UNITED STATES DISTRICT COURT : _
NORTHERN DISTRICT OF MISSISSIPPI AUG 1 T 2007
GREENVILLE DIVISION

' 7% U.5, BANKRUPTCY COURT
' CCE|NETRAL DISTRICT OF CAUFORNIA
BY Deputy Clerk

JOHNNY and MARY PRICE, and '

LATRENDA M. CITIZEN PLAINTIFFS
VS, CIVIL ACTION NO. 4:05cv170-D-A
COLDWELL BANKER REAL

ESTATE CORPORATION, COLDWELL

BANKER FIRST GREENWOOD-LEFLORE

REALTY, INC., LEFLORE PROPERTIES, INC.,

JIM PRUETT, LINDA PRUETT,

BANK OF COMMERCE, STATE BANK &

TRUST COMPANY, PEOPLE’S CHOICE

FUNDING, INC., d/b/a PEOPLE’'S CHOICE
HOME LOANS, INC. and TERRY GREEN DEFENDANTS

AMENDED COMPLAINT

The above named Plaintiffs assert the causes of action to be hereafter
stated against each Defendant named above, and in support thereof would state

as follows.

Jurisdictional and Venue Allegations
1. Each Defendant named above, as is set forth in the paragraphs
that follow, has violated the Racketeer Influenced and Corrupt Organizations Act,
18 U.S.C. §1962, et seq, (RICO).
2. In particular, each Defendant named above has participated in a
pattern of “racketeering activity” by each committing two or moré violations of

Federal criminal statutes, including statutes relating to mail fraud and wire fraud.
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Page 3

3. These Defendants each were members of a group of persons, who
invested in and/or maintained an interest in, and/or particibated in an
“enterprise;” which was engaged in and/or which affected interstate commerce.

4. Subject matter jurisdiction and venue exists in this case, in whole
and/or in part, pursuant to the following federal statutes:

a) Section 1964(a) of the Racketeer Influenced and Corrupt
Organizations Act of 1970 (*"RICO") Title 18 United State Code § 1964(a);

' b) Section 1964(c) of the Racketeer Influenced and Corrupt
Organizations Act of 1970 ("RICO") Title 18 United State Code § 1964(c);
c) | Section 1965(a) of the Racketeer Influenced and Corrupt
Organizations Act of 1970 ("RICO™) Title 18 United State Code § 1965(a);
d) Section 1965(b) | of the Racketeer Influenced and Corrupt
Organizations Act of 1970 ("RICO") Title 18 United State Code § 1965(b);
e) Section 1965(d) of the Racketeer Influenced and Corrupt
Organizations Act of 1970 ("RICO") Title 18 United State Code § 1965(d);
f)  Federal Question Jurisdiction, Title 28 United States Code § 1331;
a) Sections 2201-2202 of the Federal Declaratory Judgment Act of
1946, title 28 United States Code §§2201-2202;

h) Federal Regulation of Commerce Jurisdiction, Title 28 United States
Code §1337;
)] Federal Supplemental Jurisdiction, Title 28 United States Code

§1367(b);
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i) Federal General Venue, Title 28 United States Code §1391(b).

Parties
5. Plaintiffs are adult resident citizens of Leflore County, Mississippi.
6. Defendant, Coldwell Banker Real Estate Corpbration (hereafter

“Coldwell Banker”) is a corporation, which does and has in the past done
business in Leflore County, Mississippi. Coldwell Banker may be served through
its registered agent, Corporation Service Company, 506 South President Street,
Jackson, Mississippi. |

7. Defendant, Coldwell Banker First Greenwood-Leflore Realty, Ih_c.
(hereafter “First Greenwood") is a Mississippi co;poration, which has done
business in Leflore County, Mississippi since approximatelyv,December of 1989.
First Greenwood may be served through its registered agent, Linda Pruett, 605
Dunklin Avenue, Greenwood, Mississippi.

8. Defendant, Leflore Properties, Inc., (hereafter "Leflore Properties”)
is a Mississippi corporation, which has done business in Leflore County,
Mississippi since February of 1994 and has operated out to the same office as
First Greenwood. Leflore Properties may be served through its“register.ed agént,
Jim Pruett, 605 Dunklin Avenue, Greenwood, Mississippi.

9. Defendant, Jim Pruett,_ is an adult resident éitizen of Leflore County,
Mississippi, who at all relevant times herein, acted as an agent for Coldwell

Banker, was the treasurer, secretary, and a director of First Greenwood, and was
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an ofﬁ;er and director of Leflore Properties. Jim Pruett may be served at 605
Dunklin Avenue, Greenwood, Mississippi.

10. Defendant, Linda Pruett, is an adult resident citizen of Leflore

County, Mississippi, who at all relevant times herein, served as president and a

~ director of First Greenwood, served as president and a director of Leflore
Properties, Inc., and was designated as a “responsible agent and/or broker” in
the written Franchise Agreement that éxistedl between Coldwell banker and First
Greenwooij. Ms. Pruett may be‘ served at 605 Di.inklin Avenue, Greenwood,
Mississippi.

11, Defendant, Bank of Commerce, is a Mississippi banking cprporation
whose principal place of business is at 310 Howard Street, Greenwood,
Mississippi. Bank of Commerce may be served at 310 Howard Street,
Greenwood, Mississippi.

12, Defendant, State Bank & Trust Company, is a Mississippi banking
corpo'ration whose principal place of business is-at 500 West Park AVenue,
Greenwood, Mississippi. State Bank & Trust can be served at 500 West Park
‘Avenue, Greenwood, Mississippi.

13, Defendant, People’s Choice Funding, Inc., d/b/a People’s choice
Home Loans, Inc., (hereafter i‘lender”) is a residential mortgage lender who at all
relevant-times was doing business in Mississippi and may be served through its

registered agent.
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14.  Defendant, Terry Green, is an adult resident citizen of Leflore
County, Mississippi, whd, at all times relevant herein, was an officer and
employee of Bank of Commerce, serving as its vice president. Terry Green may
be served at 1100 Jane Lane, Greenwood, Mississippi.

Persons Engaged in Enterprise Who Are Not Parties

15,  Persons/entities who participated in a pattern of “racketeering
activity” and who, along with Deéfendants named previously, participated in the
“enterprise” ét issue in this case include: |

a) VBobby F. Fisher, Jr., d/b/a Loan Closing Services Corporation

(hereaﬂer “Fisher”), an adult resident citizen of Leflore County,

Mississippi, who was the incorporator of Leflore Properties, and who

served as closing/settlement agent to close the Pilchers’ loan. Fisher’s

address is 107 Grand Boulevard, Greenwood, Mississippi; -

b) Defendant, Terry Green, is an adult resident citizen of Leflore

County, Mississippi, who, at all times relevant herein, was an officer and

employee of Bank of Commerce, serving as its vice president.

c) Deféndant, Clark Patterson, is an adult residént citizen of Leflore

County,' Mississippi, who at all times »relevant herein, was an officer and

employee of State Bank & Trust Company.

d) Daniel Floyd, 1413 North Park Avenue, Greenwood, Mississippi an

employee of Bobby Fisher;
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e) Mississippi Mortgage, Inc. is a mortgage bfoker licensed by the
State of Mississippi;

f) Wholesale Mortgage, Inc. is a mortgage broker licensed by the
State of Mississippi; |

g) Lincoln Mortgage Loans is a mortgage broker ficensed by the State
of Mississippi; |

h) Equiti Mortgage Corporation is a mortgage broker licensed by the
State of Mississippi;

)] Integrity Mortgage, Inc. is a mortgage broker licensed by the Sta_te
of Mississippi;

) Statewide Mortgage Lending, Inc. is a mortgage broker licensed by
the State of Mississippi;

k) Prestige Title, Inc. is a closing settlement agent;

)] Hope King is an employee of Prestige Title, Inc.

m) Peggy Claibome, address unknown, a mortgage broker licensed by
the State of Mississippi;

n)  Wendy Hewlett, 117 County Road 317, Oxford, Mississippi, a
mortgage broker licensed by the State of Mississippi;

0) Family Mortgage, Inc., 2650 Levingston Road, Jackson, Mississippi,
a mortgage ‘broker, licensed by the State of Mississippi;

p) Mid South Mortgage Corp.,‘ a nﬂortgage broker, licensed by the

State of Mississippi;
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qQ) Land Sure Title, LLC, 20 East Gate Drive, Suite C, Brandon,

Mississippi, a closing settlement agent;

r Andrea Moore, address unknown, Jim Pruett’s secretary;

s) Loan Closing and Title Services, address .unknown, a loan
~ closing/settiément agent; |

t) Homeland Title & Abstract Companf, Inc., 953 North Street,

Jackson, Mississippi, a loan closing/settlement agency;

u) James W. Abernathy, Jr., Pine Court, Starkville, Mi_ssissippi,.ls an

attorney; |

v)  Robert D. Harrison, 6700 Old Canton Road, Suite B, Ridgeland,

Mississippi, is an attorney;

w) - Allison Milller, present address unknown, an employee of LandSure

Title, LLC;

x) William “Bill" Atkinson, present addresvs unknown, an employee of

LandSure Title, LLC;

y) Ste:phen Colson, 2301 14" Street, Suite 580, Gulfport, Mississippi,

an attorney/officer of Prestige Title, Inc.;

zZ) Johnny Young, 617 Avenue G, Greenwood, Mississippi, a

painter/carpenter who Jim Pruett and/or Lefiore Properties, Inc. and/or

Coldwell Banker First Greenwood Leflore Realty, Inc., used to act as a

“straw man” in Pruett’s real estate dealings;
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aa) Johnny Rosa, 958 AHN seven Pines Road, Greenwood, Mississippi,
a carpenter who also served as a “straw man” for Jim Pruett and/or
Leﬂore Properties, Inc. and/or Coldwell Banker First Greenwood Leﬂore
Realty, Inc.;

bb) Lee Pruett, 611 Puckett Street, Greenwood, Mississippi, a “straw
man” appraiser and the son of Jim and Linda Pruett;

cc)  Gary C.v Ledbetter (hereafter “Ledbetter”) who at relevant times
herein was an employee of the United States Department of Agriculture
(USDA), who worked in USDA's Greenwood, Mississippi office as -
Community Development Manager and as a loan approval officer for the
USDA. Ledbetter's address is USDA ofﬁce, 188 Highway 15 South,
Pontotoc, Mississippi;

dd) Ken Ellis, address unknown, who was an employee of First
Greenwood and an agent of Coldwell Banker;

‘ee) Mel Harris, address unknown, who was an employee of First
Greenwood and an agent of Coldwell Banker;

ff) Jason O’Bryant is an appraiser licensed by the State of Mississippi;
gg) Del Cox, address unknown; who is an appraiser, licensed by the
State of Mississippi; |

hh)  Larry Kennedy, address unknown, who is an appraiser, licensed by

the State of Mississippi;
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i) Kevin Steed, address unknown, wﬁo is an appraiser, licensed by
the state of Mississippi; |

jj)- Fransene Berry, Georgetown, Mississippi, who is an appraiser,
licensed by the State of Mississippi;

kk) Joni Goss, address unknown, who is a mortgage broker, Iicgnsed
by the State of Mississippi;

I Toby Goss, address unknown, who is a mortgage broker, licensed
by the State of Mississippi; |

mm) John Emory, address unknown, who is a mortgage broker, licensed
by the State of Mississippi;

nn) Wayne White, address unknown, who is a mortgage broker,
Iiceﬁsed by the State of Mississippi;

00) Rickey Walker, deceased, who was and employee of Bobby Fisher
and later of Prestige Title; | |

pp) Jason Ellis, 115 Dorchester Court, Brandon Mississippi, who is a
mortgage broker, licensed by the State of Mississippi;
'qq)  Lance Persac, 441 Northpark, Suite A, Ridgeland, Mississippi, who
is a mortgage brokKer, licensed by the State of Mississippi;

rr)  Brad Landry, address unknown, who ié a mortgage broker, licensed

by the State of Mississippi;
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ss)  Professional Mortgage Consultants Corporation, 115 Dorchester
Court, Brandon, Mississippi, who is a mortgage broker, licensed by the

State of Mississippi;

tt) Mortgage Stop, Inc., c/o Lance Persac, 441 Northpark, Suite A,

Ridgeland, Mississippi, who is a mortgage broker, licensed by the State of

Mississippi;

uu) Matt Howard, Pine Bluff Road, Gre‘enwood, Mississippi, who is a

-mortgage broker, licensed by the State of Miss_issippi;

vv) John Doe is a real estate appraiser, whose name is presently

unknown, who the USDA paid to appraise the property at.4307 County

Road 160,‘ Greenwood,‘ Mississippi, prior to the purchase of such property

by Plaintiff, the Pilchers.

16. As stated previously, at all relevant times herein, Coldwell Banker,
First Greenwood, Leflore Properties, Jim Pruett, Linda Pruett, Bank of
Commerce, State Bank & Trust, People’s Choice Funding, Inc. d/b/a People’s |
Choice Home Loans, Inc., and others engagéd in racketeering activities,
committed two or more violations of Federal Criminal Statutes, and were
participants in and were parties to an “enterprise” as defined by 18 U.S.C.
1961(4).

17. All Defendants and entities named above knew or should have
known that interstate wire and mail instrurhentalities were used or likely would

be used in furtherance of aspects of the scheme(s) to be hereafter discussed.
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18, | Specifically, the United States Mail and the interstate wire service
were used to transmit fraudulent loan documents, on multiple occasions. These
transmissions occurred during a time period beginning with the app|i¢ation date
of each respective loan, and continued from time to time thereafter up to and
until the final transmission of the executed loan documents by .the closing agent
after the loan had been closed.

First Greenwood,'Jim Pruett, and Others Acted as Agents for
Coldwell Banker with Apparent Authority

19. Coldwell Banker and First Greenwood occupied a
franchisor/franchisee relationship, which began in 1990.

20. Coldwell Banker authorized First Greenwood, employees of First
Greenwood, and Jim Pruett, to use Coldwell Banker's trademark, its name, its
colors, its logo, its insignia, its design, etc., in buying, selling and listing for sale
residential real estate, in dealing with third parties, (including Plaintiffs) in the
purchase/sale of such real estate, and in so doing, allowed First Greenwood to
possess apparent authority to act as its agent.

21. Coldwell Banker advertised locally and nationally for the purpose of
leading third parties, dealing with its franchisees (like First Greenwood) to
believe in, and rely upon, the integrity of its franchisees.

22.  Coldwell Banker, through its advertising programs, through its
public support of its franchisees/égents, led third parties, dealings with its
franchisees/agents, to reasonably believe that its franchisees/agents were

trustworthy/honest, etc.

11
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23. Thus, Coldwell Banker lent an “air of legitimacy” to the racketeering
activities to be hereafter described. Coldwell Banker also agreed to, and
participated in these activities.

Racketeering Activities — Jim Pruett’s Involvement

24, Jim Pruett operated out of First Greenwood’s office, which
prominently displayed Coldwell Banker's colors, logo, insignia and name, with
Coldwell Banker's full knowledge and consent. Third parties dealing with Jim
Pruett could not reasonably distinguish business activities conducted by Jim
Pruett individually from the business interests/actiQities of Coldwell Banker.
Acting as agent for Coldwell Banker, with actual or apparent authority from
Coldwell Banker, Jim Pruett reutinely engaged in the following covnduct:

a) Mr. Pruett routinely purchased properties from third parties who

desired to eell properties;

b) Mr. Pruett routinely obtained market value appraisals on properties

that were offered to him for purchase which he utilized to establish prices

he paid on properties he purchased from third parties;

c) Mr. Pruett conspired with appraisers to provide appraisals which

expressed market values, at below market value rates, on properties

which Mr. Pruett purchased from third parties;
d) Mr. Pruett routinely misrepresented the value of properties he

purchased from third parties, and he used such appraisals to support such

12
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misrepresentations, thereby assisting him in misleading sellers of these
properties as to the true values of propertiés purchased; |

e) Mr. Pruett also frequently bid to purchase properties that had been
financed through the United States Department of Agriculture, which. were
the subject of foreclosure proceedings;

f)  In exchange for “kickbacks”, which Mr. Pruett provided to Gary
Ledbetter, the individuai employed by the USDA to handle USDA
foreclosures, Mr, Pruett was designated by Mr. Ledbetter as the “high
bidder” on foreclosed properties offered by the USDA for 'sale, which
enabled Mr. Pruett to purchase USDA foreclosed properties at below
market rates on multiple occasions;

qg) Mr. Pruett routinely took titie to properties'he acquired from third
parties and via foreclosure, in the names of various “straw buyers,”
hamely Jot‘mny Young, Johnny Rosa, and on occasion his own son, Lee
Pruett for the purpose of concealing Mr. Pruett’s personal involvement in
this enterprise;

h) Pruett obtained funds to purchase properties (via USDA foreclosure
and from third parties) from Ioaﬁs made by Bank of Commerce.as well as
another co-conspirator, State Bank & Trust Company;

i) Mr. Pruett also paid a bank employee(s) kickbacks for agreeing to

finance his property purchases through “straw men” owners;
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j) After Jim Pruett acquired properties — whether from third parties or
by foreclosure from the USDA - Jim Pruett would advertise the property
he acquired as being for sale by or through First Greenwood and/or by or
through Coldwell Banker, leading prospective buyers of these properties to
believe that they were oWned by First Greenwood and/of Coldwell Banker;
k) Mr. Pruétt‘routinely misrepresented the value and condition of thg
properties that 7 he advertised for sale to prospective ‘purchasers,
misrepresented the repairs he intended to make on these properties and
thereby indched purchasers of such properties to agree to pay inflated
values on properties Pruett owned, and to borrow monies in excess of the
property’s market in amounts which borrowers could not afford to repay;

)i Mr.' Pruett routinely prepared sales contracts, which he woﬁld have
purchasers sign, that contained a selling price. He would then modify the
selling price at which the purchaser could purchase the property to reflect
a higher selling price to justify selling the property at a higher price and to
satisfy lending requirements imposed by involvéd mortgage lenders;

m)  Mr. Pruett obtainéd inflated appraisals of the properties he held for
resale for the purpose of persuading unsuspecting buyers to agree to pay
values that exceeded the properties market values to satisfy lending
requirements imposed by mortgage lenders, and to induce innocent

borrowers to agree to borrow sums that exceeded the property’s value;
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n) Mr. Pruett conspired with selected mortgage brokers who, with full
knowledge of Mr. Pruett's fraudulent conduct, proceeded to secure loans
from mortgage lenders to enable purchasers to purchase said properties,
paying excessive prices and borrowing amounts that éxceed the property's
values;
0) Mr. Pruett and mortgage brokers working in concert with Mr, Pruett
prepared/falsified documents to distort borrowers’ capacity to repay loans
for the purpose of satisfying “.paper" requirements imposed by mortgage
lenders, who agreed to loan monies to purchasers, who did not qualify for
loans in amounts applied for, under unfavorable loan terms, in amoUnts
which borrowers could not afford _to repay, secured by properties whose
values were misrepresented;
p) = Mr. Pruett and Coldwell Banker agents and mortgage brokers
waorking in concert with Mr. Pruett would routinely advise borrowers that if
they paid their house payments for a period of one to two years, the
lender would refinance the property, thus lowering the borrower’s monthly
payment.
The Entire Coldwell Banker Office Participated iﬁ the Scheme
25. Defendant Linda Pruett was the President and a director of Coldwell
Banker First Greenwood and Leflore Properties. Ms. Pruett worked in the

Coldwell Banker office with Jim Pruett and was aware of all aspects of the
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scheme being perpetrated by her husband, Jim Pruett, and actively participated
in it.

26. Andrea Moore was Jim Pruett’s secretary. As such, she had actual
knowledge of acts of fraud being perpetrated by Jim Pruett and participated in
the preparation of fraudulent documents utilized to qualify ungualified buyers for
loans. These false/fraudulent loan documents weré routfnely sent by mail or
wire to mortgage Ienders who loaned monies to purchasers of Pruett owned
properties and/or properties sold by/through Coldwell Banker. Additionally,
Andrea Moore notarized numerous documents, which were forgeries.

27. Ken Ellis, like Jim Pruett, worked as an employee in the Coldwell
Bénker First Greenwood office. Ellis was aware of the scheme(s) being
perpetrated by Jim Pruett and actively participated in it. Mr. Ellis, a$ an
employee of Coldwell Banker First Greenwood, was paid commissions and “under
the table” kickbacks for each home which Jim Pruett owned, as to: which he
found a buyer.

28. Mel Harris, like Jim Pruett, likewise worked as an employee in
Coldwell Banker First Greenwood’s office. Ms. Harris was aware of . the
scheme(s) being perpetrated by Jim Pruett ‘and Coldwell Banker and actively
participated in it. Ms. Harris, as an employee of Coldwell Banker First
Greenwood, was paid commissions and kickbacks for each home which Jim

Pruett owned, as to which she found a buyer.
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Involvement/Participation of Real Estate Appraisers in
Scheme/Enterprise

29. Del Cox is a real estate appraiser, licensed by the State of
Mississippi, who provided appraisals of properties purchased by Jim Pruett, (in
whatever name selected by Jiﬁ\ Pruett (Leflore Properties, Johnny Young, Johnny
Rosa, lee Pruett)) at whatever vajue Jim Pruett selected.

30. Mr. Cox’s appraisals were used by Mr. Pruett to persuade property
owners to whom Mr. Pruett sold properties to agree to purchase such properties
for prices that exceeded the market value of the properties. _

31. Larry Kennedy is a real estate appraiser, licensed by the State of
Mississippi, likewise furrﬁshed appraisals to Jim Pruett at whatever values Pruett
selected.

32. Mr. Kennedy’s inflated appraisals were utilized by Mr. Pruett to
persuade purchasers to pay amoﬁnts for properties owned by Pruett that
exceeded the true values of the property.

33. Fransene Berry is an appraiser of residcntial real estate licensed by
the State of Mississippi. Ms. Berry’s role in the enterprise at issue in this case
was to furnish appraisals of pfOperties, acquired by Jim Pruett, which contained _
market value estimates determined by Pruett, knowing that these appraisals
would be used by Pruett to justify both bank loans from third party lenders by/on

behalf of buyers/purchasers of the property.
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34. Jason' O'Bryant is also an appraiser of residential real estate
licensed by the State of Mississippi. Mr. O'Bryant’s role in the enterprise at issue
in this case was similar to that employed byﬂBerry and previously described,

‘35. Kevin Steed is also an appraiser of residential real éstate licensed in
the State of Mississippi. Mr. Steed’s role in the enterprise at issue in this case
was similar to that employed by Berry and previously described.

Interim Lenders, Two Banks, Participated In Enterprise
And “Bankrolled” the Scheme

36. Defendant, Bank of Commerce, through its vice president Terry
Green, and defendant State Bank & Trust, through its loan officer Clark
Patterson, actively participated in the enterprise described previously in the
following respects: .

a) Bank of Commerce and State Bank in effect “bankrolled” the

enterprise by loaning monies to Jim Pruett to enable him to acquire

properties at below market prices;

b) Bank of Commerce and State Bank knew that Jim Pruett was taking

title to properties he acquired in “straw purchasers” names and permitted

Jim Pruett to secure loans on properties that vPruett did not own;

c) Terry Green and Clark Patterson routinely employed Bobby Fisher

and other attorneys to provide title opinions to Bank of Commerce and

State Bank & Trust that Green, Patterson, and Pruett knew were false;
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d) Green and Patterson, and perhaps others in the bank, knew that
Pruett obtained appraisals of properties in amounts that exceeded market
values of properties appraised;

e) Bank of Commerce and State Bank & Trust knew that properties

that served as collateral for Bank of Commerce loans were being routinely

“flipped”; |

f) Bank of Commerce and State Bank & Trust knew that properties

that served as collateral for Bank of Commerce loans were being routinely

sold to third parties, who had been induced to borrow monies in amour_\ts'v
that exceeded the market values of properties that such third parties were
pufchasing; |

g) = Bankof Commerce and State Bank & Trust knew that the proceeds

such of; foans made to such third parties, were utilized by Jim Pruett to

repay Pruett’s loans to Bank of Commerce and State Bank & Trust.

37. - State Bank & Trust, through its loan officer Clark Patterson also
knew about and participated in the‘foregoing enterprise. Mr. Patterson and
State Bank ‘& Trust, like Bank of Commerce, effectively “bankrolled” the “straw
men” utilized by Jim Pruett to obtain properties, and then resell these properties
to unsuspecting buyers at amounts that exceeded market value. Clark Patterson
received kickbacks from Jim Pruett for approving loans to Jim Pruett’s “straw

men” and Mr. Patterson was fully aware of the fact that appraisals utilized to
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support Jim Pruett’s resale of these properties did not accurately reflect market
values.
Participation of Mortgage Brokers in Enterprise/ Sch'éme

38. Joni Goss is a mortgage broker licensed by the State of vMississippi
who operated in the name of several corporate entities, including Mississippi
Mortgage, Inc., Statewide Lending, Libncoln Mortgage Loans, Eqiti Mortgage, and
others. Ms. Goss was one of the mortgage brokers- who Jim Pruett
employed/contacted for the purpose of arranging mortgage financing on sales of
properties _which' Pruett owned or which were offered for sale by/through
Coldwell Banker, to third parties to whom Pruett intended to self such properties.
Ms. Goss had knowledge of and actually participated in the scheme which Jim
Pruett employed to defraud buyers of property which Jim Pruett acquired and/or
offered for sale by/through Coldwell Banker in the following respects:

a) Ms. Goss knew that the potential buyers of such properties could

not qualify for loans in the amounts that were needed to enable purchasers

to acquire such properties ahd pay the inflated prices Pruett sought;

b) Ms. Goss also knew that the economic status of such borrowers

was such that even if they were able to obtain such loans, they would not

be able to make payments to satisfy the loans, which were being arranged

for them.
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c) Ms. Goss participated in the preparation of false documents, which
were routinely sent to mortgage lenders by mail/fax, which distorted
prospective buyer's ability to repay loans.
d) Ms. Goss knew that other parties/participants in this scheme were
likewise preparing false .Ioan documents, applicable to potential buyers of
properties, which also were being mailed to lenders.
e) Ms. Goss knew of and participated in a kickback scheme in which
loan proceeds were diverted to mortgage brokers, including herself, as well
as to closing attorneys, and appraisers. |
3. Toby Goss is a mortgage broker licensed by the State of Mississippi
who has operated throUgh several corporate entities, including Miss.issippi
_ Mortgage, Inc. Mr. Goss engaged in fraudulent conduct similar to the conduct in
which Joni Goss engaged, as described in the preceding paragraph.
| 40. John Emory is a mortgage broker licensed by the State of
Mississippi. He has operated through several corporate entities, including
Wholesale Mortgage, Inc., and others. Mr. Emory ekngaged in the same type of
fraudulent conduct as was perpetrated by Joni Goss, and as is outlined above.
41, Wayne White is a mortgage broker licensed by the State of
Mississippi who has operated as a mortgage broker through several corporate
entities, incuding Wholesale Mortgage, Inc. Mr. White engaged in the same
type of fraudulent conduct as was perpetrated by Joni Goss, ahd as is outlined

above.
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42. Jason Ellis, Brad Landry and Matt Howard are mortgage brokeré,
licensed by the State of Mississippi, who operated through several corporate
entities, including Professional Mortgage Consultants, Inc. Mr, Ellis, Mr. Landry
and Mr. Howard engaged in the same type of fraudulent conduct as was
perpetréted by joni Gbss and as is outlined above.

43. Lance Persac is a mortgage broker, licensed by the State of
Mississip.pi, who ‘has operated through several corporate entities, including
Mortgage Stop, Inc. Mr. Persac engaged in the same type of fraudulent conduct
as was perpetrated by Joni Goss and as is outlined above.

44, Professional Mortgage Consultants Corp. is a mortgage broker
licensed in the State of Mississippi, which engaged in the same type of fraudulent
conduct as was perpetrated by Joni Goss and as is outlined above.

Participation Of Attorneys Hired To Prepare Loan
Documents/Close Loans

45, Bobby Fisher is a Greenwood lawyer whose practice was at all
relevant times herein, primarily limited to handling real estate transactions. Mr.
Fisher’s role/involvemenf in this scheme/enterprise included:

. a) Mr. Fisher attendéd the closings of sales of property owned by Jim
Pruett, Pruett’s employees, and properties owned by third party sellers
which were sold by/through Coldwell Banker;

b) Unsuspecting purchasers of such properties were led to believe, by

Mr. Pruett and his employees, thét Fisher was present at the closing to

represent/protect their interests;
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c) Fisher had full knowledge of all aépects of the scheme that was

being perpetrated by Jim Pruett; |

d) Fisher knew that appraisals utilized by Pruett were in amounts that

exceeded market values;

e) Fisher knew that Pruett was engaged in paying kickbacks;

f) Fisher was aware that Pruett paid kickbacks to the representative

with whom he was dealing with the USDA, and that kickbacks were also

being paid to mortgage brokers from loan proceeds; |

g) Mr. Fisher maintained a bank account, which he utilized to ‘divgrt'
monies from closings to third parties, which concealed the fraud that was

being perpetrated on unsuspgcting borrowers;

h) Mr. Fisher, while purporting to .act as attorney for
purchaser/borrowers, in faét acted contrary to the interests of his so-called

clients and deliberately refrained from disclosing to borrowers/purchasers
the fact that they were being defrauded;

i) Mr. Fisher knew that sales contracts in which Pruett was a party
were altered by Pruett;

i) Mr. Fisher knew about and participated in the preparation of falseb
loan documents, which distorted/inflated borrower/purchasers’ financial
capacity to repay the loans which Fisher closed, which were routinely
mailed to mortgage lenders;

k) Fisher knew of Plaintiffs’ inability to repay the loans that he closed;
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)} Mr. Fisher 'conspired with the other members of the enterprise,
namely Mr. Pruett, Mr. Green, and Mr. Patterson, to provide incorrect title
opinions to the Bank of Commerce and to State Bank & Trust which
inaccurately reflected that there had been no transfers of the properties
within one year for the purpose of covering the exposure of these bankers

to claims of “flipping”.
46, Loan Closing Services Corporation was a corpbrate ehtity created
by Bobby Fsher, which employed Bobby Fisher, Daniel Floyd, Christy Smith,
Kristen Taylor, Diane Kelly, John Burton, Matt Howard, Randy Glover, Paul
- Blakely, Rickey Walker, Jason O'Bryant, and others. All persdns affiliated with
this entity knew about and participated. in the enterprise and were paid
| kickbacks, by Fisher, following closing of these loans. |
47. Prestige Title is a title insurance company, which was created by
Steve Colson, an attorney with Maggio & Colson, LLC of Gulfport, Mississippi.
Prestige Title was aware of the acts of fraud, as previously described, and
attended loan closings, purporting to act as attornéys for borrowers/purchasers
after Mr. Fisher was no longer able to do so' due to the fact that he had lost his
ability to write title insurance. Prestige Title/Steve Colson’s knowledge of
wrongdoing/fraud perpetrated by Pruett, mortgage brokers, etc., was identical to

Fisher's knowledge/involvement previously described.
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48. Landsure Title, Homeland Title, Loan Closing and Title Services,
and Robert Harrison acted as closing agents for the involved lenders and were
aware of the fraud and criminal activity and participated in it.

49, Rickey Walker, now deceased, was an employee of Bobby Fisher
and later at Prestige Title, Inc. who engaged in the same type of fraudulent
conduct as was perpetrated by Bobby Fisher and as is outlined previously.

Participation Of Mortgage Lenders In Enterprise

50. Before the dates of the transactions at issue in this lawsuit People’s
Choice Funding, Inc., d/bfa People’s Choice Home Loans, Inc. (hereaft_er
“lender”) decidéd, as a corporate stratégy, to engage in sub-prime lending, i.e.,
that it would be profitable td make high interest rate residential real estate loans
to a particular, targeted, group of Mississippians, who hereafter referred to as
“Targeted Borrowers.”

51. The Mississippians from whom lender decided vto solicit this
business had limited education, had little expertise/sophistication in real estate
transactions, had impaired credit, generally were first time homeowners, and
often were members of a minority racial group.

52. This group of Mississippians was targeted by lender for thi‘s :
business because lender félt that this group of Borrowers could be easily misled
and could easily be overreached.

53. Lender actively encouraged mortgage brokers (Mississippi

Mortgage, Wholesale Mortgage, Mortgage Stop, etc.) to solicit applications for
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sub-prime loans, to be secured by residential real estate, from Targeted
Borrowers.
54. These mortgage.brokers:
a) Solicited loan applications from Borrowers which were sent, by
mail, to mortgage lenders for review for accuracy/authenticity, etc. by
employees of mortgage lenders;
b) Gathered financial information from said Borrowers, which
purportedly set forth the ability of these Borrowers to repay these loans;
c) Assisted lender in procuring additional information needed by
lender to facilitate its underwriting and closing of these loans;
d) ~ Selected Appraisers (or approved Appraisers selected by others,
such as Jim Pruett/Coldwell Banker) to appraise properties utilized to
secure these loans; |
e) Selected lawyers (or approved lawyers selected by others, such as
Jim Pruett's/Coldwell Banker) to close the loans on terms/conditions
prescribed by lender using loan-closing documents mandated by lender.
55. Jim Pruett also acted as agent’ for lender through various forms of
advertisements (in the name of Coldwell Banker) located and identified “target
borrowers” for lender who were interested in purchasing properties owned by
Pruett. .
56.  Mortgage Brokers (or persons like Jim Pruett, acting in concert with

these mortgage br_okers), acting at the behest of and as agents for lender,
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routinely contacted targeted borrowers desiring to purchase residential real
estate for the purpose of securing loan applfcations from such prospective
Borrowers.

57. Jim Pruett routinely'assured such prospective borrowers that he
had the capacity to "get fhem a loan”,

58.  Jim Pruett put persons who desired to purchase residential real
estate that he dwned as well as persons who desired to purchase real estate
owned by third parties, which was listed for sale by/through Coldwell Banker in
contact with these mortgage brokers.

59. These mortgage brokers promised prdspective purchasers that they
could “arrange” loans for these purchasers, usually with pUrchasers being

relieved of any obligation to _make any down paymeﬁts on such loans.

60. These assurances led potential borrowers to believe that Jim Pruett
and these Mortgage Brokers had -ongoing business relationships with
persons/entitiles who made real estate loans, (a belief which was both reasonable
and true) or that Pruett/Coldwell Banker itself would loan monies to make these
purchases.

61. These prospective Borrowers were led to believe that Jim Pruett
and these mortgage brokers possessed information about the real estate loan
procuring/closing process that was greéter than/superior to that possessed by

the prospective borrowers themselves.. As a result, the prospective borrowers
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reasonably believed the assurances and representations made by Jim
Pruett/Coldwell Banker and the mortgage brokers.

62. Lender deliberately put these mortgage brokers in the position to
foster that belief on the part of these borrowers by allowing theée brokers to
arrange mortgage loans on its behalf, by advising these brokers of its loan
programs, by encoufaging these brokers to solicit loan applications, etc.

63. Thus, these borrowers, in reliance upon the belief tHat Jim Pruett
and these mortgage brokers possessed expertise in procuring and arranging
loans of this type and that Mr. Pruett and these brokers would utilize that
expertise in “getting them loans,” provided basic financial data to' Pruett,
employees of Pruett, and these mortgage‘ brokers, that was truthful and
accurate.

64. The borrowers reasonably believed that the truthful and accurate
financial data that they provided to Pruett, employees of Pruett, and these
hoﬂgage brokers would be submitted, without alteration, to the mortgage
lenders with whom these parties had a business relations’hip.

65.  However, Pruett, employees of Pruett, and the mortgage brokers
themselves, deliberately modified data provided to them by borrowers and, in
addition, prepared/falsified data and such fraudulent data was routinely mailed,
as a part of this scheme/enterprise to mortgage lenders.

66. ‘The mortgage lenders had, in place, guidelines/criteria which were

designed to determine the accuracy of financial data submitted to them.
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67. Upon receipt of borrower applications and supporting borrower
financial data procured from Pruett or é mortgage broker, pursuant to
underwriters employed by lenders were directed to review borrower
applications/loan documents submitted by mortgage brokers.

68. But lender's underwriters routiriely “overlooked”/failed to discover
the existence of fraudulent documents in the data sent to them.

69.  One of the job functions that lender's undérwriters are supposed to
perform was to look for forgeries. Lender’s underwriters ignored the fraud and
failed to discover forgeries in documents submitted to them for their review,

70.  Such false loan documentation, in loan after loan, systematically
distorted the financial ability of Borrower to repay these loans. Each and every
false loan documentation was systematically “overlooked” by every lender
representative whose job was to diécover the presence of fraudulent documents.

71, Lender was perfectly content to make loans to borrowers who did
not ‘meet its credit criteria, who likely could not repay its loans, or who would
experience extraordinary financial difficulty in repaying these loans.

72,  Lender's failuvre to dis;over reoccurring, obvious fraudulent
behavior by Pruett, by Pruett's employees and by the mortgage brokers with
whom it dealt, by the closing attorneys selected by lender to dose its loans,

supports a finding that lender knew of such behavior and ratified it.
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73.  Put another way: if lender truly was interested in making suré that
it made loans to persons who met its credit criteria, it would have certainly
“discovered” this pattern of reoccurring/obvious fraud.

74.  The fact that lender did not “discover” this fraud (by ignoring its
own guidelines) supports a finding that it knew that Pruett, theée brokers, Fisher,
etc.,, were committing fraud in connection with its loans and nonetheless
preceded to make these loans anyway.
| 75.  Alternatively, lender’s failure to discover this fraud is the product of
its “willful blindness” or deliberate ignorance.

76.  After being promised by Pruett, or employees of Pruett, or these
mortgage brokers that they could and would “get then{ a loan,” borrowers simply
waited to see whether this promise would be fulfilled.

77.  Then, usually, with no advance notice — “out of the blue"— thesé
borrowers would get a call from someone workihg in First Greenwood/Coldwell
Banker’s office or from the mortgage brokers, to advise that their loans had been
“approved” and that the closing of their loan was scheduled, usually rathér
immediately.

78. ' Telling these borrowers that their loan applications had been
approved' led these borrowers to reasonably' believe that the mortgage lender
who had agreed to make these loans had reviewed the financial documents that

they had earlier provided and, based upon that review, had determined that they
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possessed sufficient assets/wealth/credit to borrow the monies they sought to
borrow/repay the loans that were being made to them.

79.  These borrowers proceeded to go forward with the closing of these
loans in reliance upon the mistaken belief that their assets/liabilities/income were
sufficient, as far as lender was concerned, to enable them to repay these loans.

80.  This reliance, made in good faith and reasonablé, was misplaced.
Borrower assets/liabilities/income/capacity to borrow these monies had been
deliberately distorted/inflated by the fraudulent loan documents which were
routinely mailed to these lenders by Pruett/employees of Pruett/mortgage
brokers/ and Fisher.

81. After assUring Borrowers that they had been approved for a loan,
the borrowers were “summonsed” to loan closings, which occurred at dates,
places, and.times, determined by Pruett, by someone in Pruett’s office, or the
mortgage brokers.

82. Many of these borrowers had never before owned a house or
attended a closing of a real estate loan.

83. Borrowers appeared at loan closings with no advance idea about
the amount of money they would be borrowing, the interest rates they would be
charged, the identity of the lender, who had agreed to loan them monies, or any

other term under which they would be loaned money.
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84. Lender sent loan closing documents and instructions, as well as
funds to be utilized to close these loans, by mail, fax and/or e-mail, to closing
attorneys, before these loans were closed.

85. At these loan closings, Plaintiffs were routinely presented a stack of
legally complex loan cIosing documents, and it was made clear to these Plaintiffs
that they must sign the documents presented to them as a condition to securing
these loans.

86. These Plaintiffs, as a condifion to securing these loans, were
directed to sign documents, prepared by lender, which lender knew to ._be
fraudulent, and which these Plaintiffs did not know were fraL_JduIent.

87. The attorneys who closed'these loans provided no explanation to
Plaintiffs as to the legal significance of any of the documents these Plaintiffs
were told to sign. At best, documents were identified by the nature of the
documents themselves. For example, Plaintiffs were told no more than: this‘ isa
deed; this is a deed of trust, etc.

88. Plaintiffs usually were afforded no opportunity to read any
documents that they signed. Few Plaintiffs would have understood the
documents had they read them, due to their complexity/legalese. Closings
usually took 15 (fifteen) minutes or so, sometimes longer, but not much longer.
Many Plaintiffs felt rushed to sign documents.

89. At no time before any of these loans were closed did Pruett, any

employee of Pruett or any mortgage broker or any closing attorney ever tell any
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Plaintiff that any false/fraudulent loan documents had been prepared in
connection with .their loans, and mailed to any involved lender.

- 90. The failure of Pruett, employees of Pruett, or these Mortgage
Brokers to apprise these Plaintiffs of the fact that false loan documents had been
prepared in cbnnection with their loans, that documents which inflated/distorted
their ability to répay these loans had been mailed to these lenders, that these
lenders had prepared false loan documents for these Plaintiffs’ signatures
constitutes, as a matter of law, acts of fraud on the part of these parties.

91. These Plaintiffs were also not told that these lenders had made a
determination that some groups of borrowers, with specified levels of wealth,
could likely repay its loans while other groups of borrowers, who did nqt possess
pre-described levels of wealth, likely could not repay its loans. In proceeding to
close these loans to these Plaintiffs, by implication, these Plaintiffs were led to
believe -and reasonably relied‘ upon the belief that these lenders had made a
determination that they had the financial capacity to be able to repay these
loans.

Defendants’ Particular Dealings with Plaintiffs

92. Defendants conspired with each other to sell residential real estate_
that Jim Pruett acquired (in the name of Leflore Properties) to the Plaintiffs.

93. Jim Pruett, acting in thé name of Leflore Properties or in the name
o.f some other “straw man” purchaser, purchased. USDA-owned property and

previously foreclosed or third party owned property, at foreclosure sales, at a
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fraction of the property’s fair market value, and then through the process as
previously described resold the properties at substantial profit to the Plaintiffs at
a price that far exceeded the market value of the properties.

94. In other instances the same conduct accompanied the sale of third
party-owned property listed for sale with Coldwell Banker with the same
damages resulting to the Plaintiffs.

95. The Plaintiffs relied upon the misrepresentations of the defendants.
The Plaintiffs were the victims of the fraudulent scheme or enterprise
perpetrated by the defendants.

96. Funds utilized to close this transaction were sent to the closing
agent by wire or by mail.

97. Each of the defendants was aware of, approved, was a willing
partic'ipant in, and profited from all conduct set forth in the preceding
paragraphs. In the alternative, the defendants were guilty of “willful blindness”
with respect to such conduct.

| 98. Defendants’ conduct constituted a violation of 18 U.S.C. §1962(a),
(b), (c), and (d).

99. Plaintiffs suffered actual damages, including damages for emotional
distress, humiliation, and economic damages, including the difference in the
value of the house they purchased from Pruett/Leflore Properties as represented
versus the true market value of such house in the amount of, ét a minimum,

$100,000.00 each.
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100.

As a result of the foregoing wrongful acts and omissions, the

Defendants are liable to Plaintiffs for all damages allowed pursuant to 18 U.S.C.

§1964(c) and 15 U.S.C. §1639(h).

101

As a result of the foregoing wrongful acts and omissions, the

Defendants are liable to Plaintiffs for damages sustained by Plaintiffs based

upon, the following pendant state claims state:

a)
b)
c)
d)

e)

102.

Breach of fiduciary duty;
Misrepl;esentation;

Deceptive sales practices;

Fraudulent concealment;

Intentional infliction of emotional distress.

Each of the above named persons/entities conspired to perform

two or more predicate acts, which included -numerous instances of wire fraud in

violation of 18 U.S.C. §1343, numerous instances of mail fraud in violation of 18

U.S.C. §1341, and numerous instances of money laundering in violation of 18

U.S.C. §1956 and 18 U.S.C. §1957.

103.

Defendants and entities named above violated 18 U.S.C. §‘1341 and

18 U.S.C. §1343 in devising, on multiple occasions, a scheme(s) or artifice(s) to

obtain money or property by false and/or fraudulent pretenses, representations,

and promises as contained in the various loan documents including, without

limitation, sales contracts, loan applications, verification documents, and HUD-1

Settlement Statem»ents.
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104. All or some of the Defendants and entities named above used fhe
U.S. mail and/or private or commercial interstate carriers in the furtherance of
such scheme(s).

WHEREFORE, PLAINTIFFS DEMAND:

A. Actual damages, including the difference between the value of the
house as represented, versus the true value of such house, damages for
emotional distress, humiliation, and economic damages in the amount of
$100,000.00 against each defendant, jointly and separately.

B. Punitive damages against each defendant, individually and jointly,
in an amount sufficient to deter such defendants from hereafter, engéging in
such wrbngful conduct in the future,

C. Attorneys fees and expensés and treble damages pursuant to 18

| §U.S.C. 1964(c).

RESPECTFULLY SUBMITTED, this the 31% day of May, 2006.

Of Counsel: s/C.W Walker III

C.W. Walker III
Lake Tindall, LLP MS Bar No. 6870
P.O. Box 918 '

127 South Poplar Street

Greenville, MS 38702-0918
Telephone: 662-378-2121
Facsimile: = 662-332-5325
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CERTIFICATE OF SERVICE
I hereby certify that on the 31% day of May, 2006, I electronically filed the

foregoing with the Clerk of the Court using the ECF system which sent
netification of such filing to the following: :

Christopher A. Shapley, Esquire cshapley@brynini,com
Joseph Anthony Sclafani; Esquire jsclafani@brunini.com
H. Hunter Twiford III, Esquire htwiford@mcglinchey.com

April D. Reeves, Esquire areeves@watkinsiudlam.com

and 1 further certify that I have mailed by United States Postal Service the
document to the following non-ECF participants: None.

[s{ CW. Walker III

W:i\26000_Dir\2602 1\Pleadings-Federal Court\Amended Complaint.doc
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————G8se-8:67-bi-+07F-RIC—Claimt03=t+—Fited- 08707 DescNratrmDocumemnt Page 1
United States Bankruptcy Court for the Central DREARt of California PROOF OF CLAIM
IName of Debtor Case Number This Space For Court Use Only
People's Choice Financial Corporatlon 07-10772

NOTE: Ttis form shoulc not be used to make a claim for an administrative expense arising afler the commencement of
the case. A “request” for payment of an administrative expense may be filed pursvant to 11 U.S.C. § 503.

f‘“ FILEr 5]

Name of Crecitor (Thke person or other entity to whom the debtor owes money or

property):
JOHNNY AND MARY PRICE AND LATRENDA M
CITIZEN

[ Check box if you are aware
that anyone clse has filed a
proof of claim relating to your
claim. Attach copy of

AUG | T 2001

Name ard Adéress where notices should be sent:

statement giving particulars,

Kebtor:

13 BANKRUPTGY COURT
. GENTRAL DISTRICT OF CAL
JOHNNY AND MARY PRICE AND LATRENDA M CITIZEN O Check box if you have never BY Dty Crae
C/0 CW WALKER i1 & FRANK § THACKSTON JR received any notices from the
LAKE TINDALL LLP bankruptcy court in this case.
PO BOX 918 )
GREENVILLE MS 38702-0918 0 Check box if the address
) ) differs from the address on the
envelope sent 1o you by the
sone N . court,
Telephone Number: This Space For Court Use Ounly
t four digits of account or other number by which creditor identifies
ur Gigls 8 Y Check bere U replaces

if his claim ] amends @ previously filed claim dated:

1. Basis for Claim

0 Gaods sold

0 Services performed

00 Money loaned

D) Persona] injury/wrongful death
0 Taxes

2. Date debt was incurred:

z/3/03 P“JCP, 1/29/03 Citizen

B Other ictentional tort, meil & wire fraud, RICO ' OLela@p>

am)
onrd

Retiree benefits as defined in 11 U.S.C. § 1114{a)

Wages, salaries, and compensation (fill out below)
Last four digits of your SS #:

Unpaid compensation for services performed
from

to

(date)

i 3. If court judgment, date obtained:

pending lawsuit

See reverse side for important explanations.
Unsecured Nonpriority Claim $_uyrkngwn amount
] Check this box if* a) there is no collateral or lien securing your

claim, or b) your ¢laim exceeds the value of the property securing
it, or {f ¢) mome or only part of your claim (s entitled to priority.

4. Classification of Claim, Check the appropriate box or boxes that best describe your claim and state the amount of the claxm at the time case filed.

Unsecured Priority Claim.

[ Check this box if you have an unsecured claim, all or part of which is
eatitled to priority

Amount entiiled to priority $

Specify the priority of the clain: -

0 Domestic support obligations under 11 U.S.C. § 507(a)(1}(A) or
(a)(1)B}.

00 Wages, salaries, or commissions {up o $10,000),* eamed within 180

days before filing of the bankruptcy petition or cessation of the debtor’s
business, whichever is earlier - 11 U.S.C. § 507(a)(4).

0 Contributions to an employee benefit plan - 11 U.S.C. § 507(a)(5).

Secured Claim.
{1 Check this box if your claim 15 secured by collateral (including a right of
setoff).
Brie f Description of Collateral:
[ Real Estate [] Motor Vehicle
Value of Collateral §

Amount of arrearage and other charges at time case filed included in
secured claim, if eny: $

0 Other,

2 Up 1o $2,225* of deposits toward purchase, lease, or rental of property or services
for personal, family, or househiolduse - 11 U.S.C. § 507(a)(7).

Z Taxes or penalties owed to governmental units - 11 U.S.C. § 507(a)(8).
{ Other - Specify applicable paragraph of 11 U.S.C. § 507a)( ).

* Amowunts are subject to adjustment on 4/1/07 and every 3 years thereafler
with respect to cases commenced on or after the date of adjustment

5. Total Amount of Claim at Time Case Filed: $

unknown

(Unsecured)

O Check this box if claim includes interest or other charges in addition to the principal amount of the claim. Attach itemized statement of all inerest or additional charges.

(Secured) (Prionity) (Total)

attach a summary.

and copy of this proof of claim

6. Credits: The amount of ail paymerts on this claim has been credited and deducted for the purpose of making this proof of claim.

7. Supporting Documents: Antach copies of supporting dociments, such as promissory notes, purchase orders, invoices, itemized
statements of ninning accounts, contracts, court judgments, mortgages, security agreements, and evidence of perfection of lien.
DO NOT SEND ORIGINAL DOCUMENTS. If the documents are not available, explain. {f the documents are voluminous,

8. Date-Stamped Copy: To receive an acknowledgment of the filing of your claim, enclose a stamped, self-addressed envelope

This Space For Court Use Only

Date: Sign and prim ‘.hc name and 4t

of pgwer of attomey, if any),
&-id-07

¢, of the creditor or other person authorized to file this claim (attach copy

Penalty for presenting ﬁaudu[em claim{ Fine up to $500,000 or imprisonment for up to 5 years, or both. 18 US.C.

EXHIBIT A -
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UNITED STATES DISTRICT COURT ; \
NORTHERN DISTRICT OF MISSISSIPPI : MG 1T 2007
'GREENVILLE DIVISION =

CLER

K. .5, BANKRUPTCY COURY
CENTRAL
BY

TRICT OF CALIFORNIA
pis Duputy Clerk

JOHNNY and MARY PRICE, and

LATRENDA M. CITIZEN : PLAINTIFFS
VS. CIVIL ACTION NO. 4:05¢cv170-D-A
COLDWELL BANKER REAL

ESTATE CORPORATION, COLDWELL

BANKER FIRST GREENWOOD-LEFLORE

REALTY, INC., LEFLORE PROPERTIES, INC.,

JIM PRUETT, LINDA PRUETT,

BANK OF COMMERCE, STATE BANK &

TRUST COMPANY, PEOPLE’S CHOICE

FUNDING, INC., d/b/a PEOPLE'S CHOICE
HOME LOANS, INC. and TERRY GREEN DEFENDANTS

AMENDED COMPLAINT

The above named Plaintiffs assert the causes of action to be hereafter
stated against each Defendant named above, and in support thereof would state
as follows.

Jurisdictional and Venue Allegations
1. Each Defendant named above, as is set forth in t.he paragraphs
that follow, has violated the Racketeer Influenced and Corrupt Organizations Act,
18 U.S.C. §1962, et seq. (RICO).
2. In particular, each Defendant named above has participated in a
pattern of “racketeering activity” by each committing two or more violations of

Federal criminal statutes, including statutes relating to mail fraud and wire fraud.

EXHIBIT A - PCFC Claim #103
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3. These Defendants each were members of a group of persons, who
invested in and/or maintained an interest in, and/or participated in an
“enterprise,” which was engéged in and/or which affected interstate commerce.

4, Subject matter jurisdiction and venue exists in this case, in whole
and/or in part, pursuant to the following federal statutes:

a) Section 1964(a) of the Racketeer Influenced and Corrupt
Organizations Act of 1970 ("RICO”) Title 18 United State Code § 1964(a);
b) Section 1964(c) of the Racketeer Influenced and Corrupt
Organizations Act of 1970 ("RICO") Title 18 United ‘State Code § 1964(c);
c) Section 1965(a) of the Racketeer Influenced and Corrupt
Organizations Act of 1970 ("RICO") Title 18 United State Code § 1965(a);
d) Section 1965(b) of the Racketeer Influenced and Corrupt
Organizations Act of 1970 ("RICO") Title 18 United State Code § 1965(b);
e) Section 1965(d) of the Racketeer Influenced and Corrupt

Organizations Act of 1970 ("RICO") Title 18 Unitéd State Code § 1965(d);

f) Federal Question Jurisdiction, Title 28 United States Code § 1331;

g) Sections 2201-2202 of the Federal Dedaratory Judgment Act of

1946, title 28 United States Code §§2201-2202;
h) Federal Reqgulation of Commerce Jurisdiction, Title 28 United States

. Code §1337; |
i) Federal Supplemental Jurisdiction, 'I"lt!e\ 28 United States Code

§1367(b);
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)] Federal General Venue, Title 28 United States Code §1391(b).

Parties
5. Plaintiffs are adult resident citizens of Leflore County, Mississippi.
6. Defendant, Coldwell Banker Real Estate Corporation (hereafter

“Coldwell Banker”) is a corporation, which does and has in the past done
business in Leflore County, Mississippi. Coldwell Banker may be served through
its registered agent, Corporation Service Company, 506 South President Street,
Jackson, Mississippi.

7. | Defendant, Coldwell Banker First Greenwood-Leflore Realty, Inc.
(hereafter “First Greenwood”) is .a Mississippi corporation, which has done
business in Leflore Cdunty, Mississippi since approximately December of 1989,

~ First Greenwood may be served through its registered agent, Linda Pruett, 605
Dunklin Avenue, Greenwood, Mississippi.

8. Defendant, Leflore Properties, Inc., (hereafter “Leflore Properties”)
is a Mississippi corporation, which has done business in Leflore County,
Mississippi since February of 1994 and has operated out to the same office as

" First Greenwood. Leflore Properties may be served through its registered agent,
Jim Pruett, 605'Du‘nk|in Avenue, Greenwood, Mississippi.

9, Defendant, Jim Pruett, is an adult resident citizen of Leflore County,

- Mississippi, who at all rélevant times herein, acted as an agent for Coldwell

Banker, was the treasurer, secretary, and a director of First Greenwood, and was
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an officer and director of Leflore Properties. Jim Pruett may be served at 605
Dunklin Avenue, Greenwood, Mississippi.

10. Defendant, Linda Pruett, is an adult resident citizen of Leflore
County, Mississippi, who at all relevant times herein, served as president and a
director of First Greenwood, served as president and a director of Leflore
Properties, Inc., and was designated as a “responsible agent and/or broker” in
the written Franchise Agreement that existed between Coldwell bénker and First
Greenwood. Ms, Pruett may be served at 605 Dunklin Avenue, Greenwood,
Mississipbi.

11. Defendant, Bank of Commerce, is a Mississippi banking corporation
whose principal place of business is at 310 Howard Street, Greenwood,

' Mississippi. Bank of Commerce rﬁay be served at 310 Howard Street,
Greenwood, Mississippi.

12, Defendant, State Bank & Trust Company, is a Mississippi banking
corporation whose principal place of business is at 500 West Park Avenue,
Greenwood, Mississippi. State Bank & Trust can be served at 500 West Park
Avenue, Greenwood, Mississippi,

13. Defendant, People’s Choice Funding, Inc., d/b/a People's choice
Home Loans, Inc., (hereafter “lender”) is a residential mortgage lender who at all
‘relevant times was doing business in Mississippi and may be served through its

registered agent.
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i 14, Defendant, Terry Green, is an adult resident citizen of Leflore
County, Mississippi, who, at all times relevant herein, was an officer and
employee of Bank of Commerce, serving as its vice president. Terry Green may.
be served at 1100 Jane Lane; Greenwood, Mississippi.

Persons Engaged in Enterprise Who Are Not Parties

15,  Persons/entities who participateq in a pattern of “racketeering
activity” and who, along with Defendants named previously, participated in the
“enterprise” at issue in this case include: |

a) Bobby F. Fisher, Jr., d/b/a Loan Closing Services Corpo;aﬁon

(hereafter “Fisher”), an adUit resident citizen of Leflore County,

Mississippi, who was the incorporator of Leflore Properties, and who

served as closing/settlement agent to close the Pilchérs' loan. Fisher's

address is 107 Grand Boulevard, Greenwood, Mississippi;

b) Defendant, Terry Green, is an aduit resident citizen of Leflore

County, Mississippi, who, at all times rélevant herein, was an officer and

employee of Bank of Commerce, serving as its vice president.

c) Defendant, Clark Patterson, is an adult réside_nt citizen of Leflore

County, Mississippi, who at all times relevant herein, was an officer and

employee of State Bank & Trust Company.

d) Daniel Floyd, 1413 North Park Avenue, Greenwood, Mississippi an

employee of Bobby Fisher;
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e) Mississippi Mortgage, Inc. is a rhortgage broker licensed by.the
State of Mississippi;

f) Wholesale Mortgage, Inc. is a mortgage broker licensed by the
State of Mississippi; |

g) Lincoln Mortgage Loans is a mortgage broker licensed by the State
of Mississippi; |

h) Equiti Mortgage Corporétion is a mortgage broker Iicenséd by the
State of Mississippi;

i) Integrity Mortgage, In'c: is a mortgage broker licensed by the State
of Mississippi; |

i) Statewide Mortgage Lending, Inc. is a mortgage broker licensed by
the State of Mississippi; |

k)  Prestige Title, Inc. is a closing settiement agent;

)] Hope King is ah employee of Prestige Title, Inc.

m)  Peggy Claibome, address unknown, a mortgage brbker licensed by
the State of Mississippi; |

n) Wendy Hewlett, 117 County Road 317, Oxford, Mississippi, a
mortgage broker licensed by the State of Mississippi;

0) Family Mortgage, Inc., 2650 Levingston Road, Jackson, Mississippi,
a mortgage broker, licensed by the State of Miséissippi;

P) Mid South Mortgage Corp., a mortgagé broker, licensed by the

State of Mississippi;
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q) Land Sure Title, LLC, 20 East Gate Drive, Suite C, Brandon,
Mississippi, a closing settlement agent; |
r Andrea Moore, address unknown, Jim Pruett’s secretary;
s) Loan Closing and Title Services, address unknown, a loan
closing/settlement agent;
t) Homeland Title & Abstract Company, Inc., 953 North Street,
Jackson, Mississippi, a loan closing/settlement agency;
u) James W. Abemathy, Jr., Pine Court, Starkville, Mississippi, is an |
. attorney;
V) Robert D. Harrison, 6700 Old Canton Roa.d, Suite B, Ridgeland,
Mississippi, is an attorney; |
w)  Allison Miller, present address unknown, an employee of LandSure. '
Title, LLC;
X) William “Bill” Atkinson, present address unknown, an employee of
LandSure Title, LLC;
y)  Stephen Colson, 2301 14™ Street, Suite 580, Gulfport, Mississippi,
an attorney/officer of Prestige Title, Inc.;
.,z) Johnny Young, 617 Avenue G, Greenwood, Mississippi, a
painter/carpenter who Jim Pruett and/or Leflore Properties, Inc. and/or
Coldwell Banker Fi_rst Greenwood Leflore Realty, Inc., usedrfo act as a

“straw man” in Pruett’s real estate dealings;
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aa) Johnny Rosa, 958 AHN seven Pines Road, Greenwbod, Mississippi,
a carpenter who a|s§ served as a “stfaw man” for Jim Pruett and/for
Leflore Properties, Inc. and/or Coldwell Banker First Greenwood Leflore
Realty, Inc.;

bb) Lee Pruett,‘611 Puckett Street, Greenwood, Mississippi, a “straw
man” appraiser and the son of Jim and Linda P.ruett;

cc) Gary C. Ledbetter (hereafter ‘;Ledbetter”) who at relevant times
herein was an employee of the United States Department of Agriculture
(USDA), who worked in USDA’s Greenwood, Mississippi office as
Community Develepment Manager and as a loan approval officer for the
USDA. Ledbetter's address is USDA office, 188 Highway 15 South,
Pontotoc, Mississippi;

dd) Ken Ellis, address unknown, who was an employée of - First
Greenwood and an agent of Coldwell Banker;

ee) Mel Harris, address unknown, who was an employee of First
Greenwood and an agent of Coldwell Banker; |

ff) Jason O'Bryant is an appraiser licensed by the State of Mississippi;
gg) Del Cox; address unknown, who is an appraiser, Iicenséd by the
State of Mississippi;

hh)  Larry Kennedy, address unknown, who is an appraiser, licensed by

the State of Mississippi;

EXHIBIT A - PCFC Claim #103
138



Case 2:12-bk-15811-RK Doc 2690-6 Filed 04/08/13 Entered 04/08/13 18:35:21

Desc-Exhibit A- PCEC Claim #103 Page 11 of 39

Case 8:07-bk-10772-RK  Claim 103-1  Filed 08/17/07 Desc Main Document Page 10
of 38 '

Case 4:05-cv-00170-G AA  Document 124  Filed 05/31&6 Page 9 of 37

i) Kevin Steed, address unknown, who is an appraiser, licensed by

the state of Mississippi;

ji) Fransene' Berry, Georgetown, Mississippi, who is an appraiser,

licensed by the State of Mississippi;

kk)  Joni Goss, address unknown, who is a mortgage broker, licensed

by the State of Mississippi;

[)] Toby Goss, address unknown, who is a mortgage broker, licensed

by the State of Mississippi;

mm) John Emory, address unknown, who is a mortgage broker, licensed

by the State of Mississippi;

nn) Wayne White, address unknown, who is a mortgage broker,

licensed by the State of Mississippi; -

00) Rickey Walker, deceased, who was and employee of Bobby Fisher
_and later of Prestige Title;

pp) Jason Ellis, 115 Dorchester Court, Brandon Mississippi, who is a

rﬁortgage broker, licensed by the State of Mississippi;

qq) Lance Persac,‘ 441 Northpark, Suite A, Ridgeland, Mississippi, who

is a mortgage broker, licensed by the Sta‘te of Mississippi;

rr)  Brad Landry, address unknowﬁ, who is a mortgage broker, licensed

by the State of Mississippi;
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ss) Professisnal Mortgage Consultants Corporation, 115 Dorchester

Court, Brandon, Mississippi, who is a mortgage broker, licensed by the

State of Mississippi;

t) Mortgage Stop, Inc., c/o Lance Persac, 441 Northpark, Suite A,

Ridgeland, Mississippi, who is a mortgage broker, licensed by the State of

Mississippi;

uu)  Matt Howard, Pine Bluff Road, Greenwood, Mississippi, who is a

mortgage broker, licensed by the State of Mississippi;

w) John Doe i}s a real estate appraiser, whose name is presently

unknown, who the USDA paid to appraise the property at 4307 County

Road 160, Greenwood, Mississippi, prior to the purchase of such property

by Plaintiff, the Pilchers. |

16. As stated previously, at éll relevant times herein, Coldwell Banker,
First Greenwood, Leflore Properties, Jim Pruett, Linda Pruett, Bank of
Commerce, State Bank & Trust, People's Choice Funding, Inc. d/b/a People’s
Choice Home Loans, Inc.,, and others engaged in racketeering activities,
committed two or more violations of Federal Criniinal Statutes, and were
participants in and were parties to an “enterprise” as defined by 18 U.S.C.
1961(4). |

17. Al Defendants and entities named above knew or should havé
known that interstate wire and mail instrumentalities were used or likely would

be used in furtherance of aspects of the scheme(s) to be hereafter discussed.

10
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18. Speciﬂcally,‘ the United States Mail and the interstate wire service
were used to transmit fraudul.ent loan documents, on muiltiple occasions. These
transmissions occurred during a time period beginning with the application date
of each respective loan, and continued from time to time thereafter up to and
until the final transmission of the execﬁted loan documents by the closing agent
after the loan had been closed.

First Greenwood, Jim Pruett, and Others Acted as Agents for
Coldwell Banker with Apparent Authority

19.  Coldwell Banker and First Greenwood occupied a
- franchisor/franchisee relationship, which began in 1990.
| 20. 7 Coldwell Banker authorized First Greenwood, employees of First
Greenwood, and Jim Pruett, to use Coldwell Banker's trademark, its name, its
colors, its logo, its insignia, its design, etc., in buying, selling and listing for sale
residential real estate, in dealing with third parties, (includirig Plaintiffs) in the
purchase/sale of such real estate, and in so doing, allowed First Greenwood to
possess apparent authoréty to act as its agent.

21. Coldwell Banker advertised locally and nationally for the purpose of
leading third parties, dealing with its franchisees (like First Greenwood) to
believe in, and rely upon, the integrity of its franchisees.

22. Coldwell Banker, through.its advertising programs, through its
public support of its franchisees/agents, Iedv third parties, dealings with its
franchisees/agents, to reasonably believe that its franchisees/agents were

trustworthy/honest, etc.

1
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23. Thus, Coldwell Banker lent an “air of |egftimacy" to the racketeering
activities to be hereafter described. Coldwell Banker also agreed to, and
participated in these activities.

Racketeering Activities — Jim Pruett’'s Involvement

24, Jim Pruett operated out of First Greenwood’s office, which
prominently displayed Coldwell Banker’s coIors; logo, insignia and name, with
Coldwell Banker’s full knowledge and consent. 'fhird parties dealing with Jim
Pruett could not reasonably distinguish busiriess activities conducted by Jim
Pruett individually from the business interests/activities of Coldwell Banker.
Acting as agent for Coldwell Banker, with actual or apparent authority frorﬁ
Coldwell Banker, Jim Pruett routinely engaged in the following conduct:

a)‘ © Mr. Pruett routinely purchased properties from third parties who

desired to sell properties;

b) Mr. Pruett routinely obtained market value apbraisa|s on properties

that were offered to him for purchase which he utilized to‘establish prices

he paid on properties he purchased from third parties;

c) Mr. Pruett conspired with 'appraisers to provide appraisals which

expressed market .values, at below market value rates, on properties

which Mr. Pruett purchased from third parties;

.d) Mr. Pruett routinely misrepresented the value of prqperties he

purchased from third parties, and he used such appraisals to support such
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misrepresentations, thereby assisting him in misleading sellers of these
properties as to the true values of properties purchased;
e) Mr. Pruett also frequently bid to_ purchase properties that had been
ﬂnance& through the United States Department of Agriculture, which were
the subject of foreclosure proceedings; |
f) In exchange for “kickbacks”, which Mr. Pruett provided to Gary
Ledbetter, the individual employed by the USDA to handle USDA
foreclosures, Mr. Pruett was designated by Mr. Ledbetter as the “high
bidder” on foreclosed properties offered by the USDA for sale, whi;h
enabled Mr. Pruett to purchase USDA foreclosed properties at below
market rates on multiple occasions;
g) Mr. Pruett routinely took title to properties he acquired from third
parties and via foreclosure, in the names of various “straw buyers,”
namely Johnny You>ng, Johnny Rosa, and on occasion his own son, Lee
Pruett for the purpose of concealing Mr. Pruett's personal involvement in
this enterprise;
h) Pruett obtained funds to purchase properties (via USDA foreclosure
and from third parties) from loans made by Bank of Commerce as well as
another co-conspirator, State Bank & Trust Company}
i) Mr. Pruett also paid a bank employee(s) kickbacks for agreeing to

~ finance his property purchases through “straw men” owners;
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i) After Jim Pruett acquired properties — whether from third parties or
by foreclosure from the USDA — Jim Pruett would advertise the prdperty
he acquired as being for sale by or through First Greenwood and/or by or
through Coldwell Banker, leading prospective buyers of these pbpeﬂies to
believe that they were owned by First Greenwood and/or Coldwell Banker;
k) Mr. Pruett routinely misrepresented the value and condition of the
properties that he advertised for sale to prospective purchasers,
misrepresented the repairs he intended to make on these prdperties_and
thereby induced purchasers of such properties to agree to pay inflated
values on properties Pruett owned, and to borrow monies in excess of the
property’s market in amounts which borrowers could not afford to repay;

1) Mr. Pruett routinely' prepared sales contracts, which he would have
purchasers sign, that contained a selling price. He would then modify the |
selling price at which the purchaser could purchase the property to reflect
a higher selling price to justify selling the property at a higher price and to
satisfy lending requirements imposed by involved mortgage lenders;

m)  Mr, Pruett obtained inflated appraisals of the properties he held for
resale for the purpose of persuading unsuspecting buyers to agree to pay
values that exceeded the properties market values to satisfy lending
req»uirements imposed by mortgage lenders, and to induce innocent

borrowers to agree to borrow sums that exceeded the property’s value;
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n) Mr. Pruett conspired with selected mortgage brokers who, with full
knowledge of Mr. Pruett’s fraudulent conduct, proceeded to secure ‘Ioans
from mortgage lenders to enable purchasers to purchase said properties,
paying excessive prices and borrowing amounts that exceed the property’s
values;
0) Mr. Pruett 'and mortgage brokers working in concert with Mr, Pruett
prepared/faisified documents to distort borrowers’ capacity to repay loans
for the purpose of satisfying “paper” requirements imposed by mortgage
lenders, who agreed to loan monies to purchasers, who did not qualify for
loans in amounts applied for, under unfavorable loan terms, in amounts
which borrowers could not afford to repay, secured by properties whose
values were misrepresented; |
p) Mr. Pruett and Coldwell Banker agents and mortgage brokers
working in concert with Mr. Pruett would routinely advise borrowers that if
they paid their house payments for a period of one to two years, the
lender would refinance the property, thus lowering the borrower’s monthly
payment,
The Entire Coldwell Banker Office Participated in the Scheme
25. Defendant Linda Pruett was the President and a director of Coldwell |
Banker First Greenwood and Leflore Properties. Ms. Pruett worked in the

Coldwell Banker office with Jim Pruett and was awar;e of all aspects of the
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scheme being perpetrated by her husband, Jim Pruett, and actively participated
init. |

26, Andrea Moore was Jim Pruett’s secretary. As such, she had actual
knowledge of acts §f fraud being perpetrated by Jim Pruett and participated in
the preparation of fraudulent documents utilized to qualify unqualified buyers for
loans. These false/fraudulent loan documents were routinely sent by mail or
wire to mortgage lenders who loaned monies to purchasers of Pruett owned
properties and/or properties sold by/through Coldwell Banker. Additionally,
Andrea Moore notarized numerous documents, which were forgeries.

27. | Ken Ellis, like Jim Pruett, worked as an employee in the Coldwell
Banker First Greenwood office. FEIIis was aware of the scheme(s) being
perpetrated by Jim Pruett and actively participated in it. Mr. Ellis, as an
employee of Coldwell Banker First Greenwood, was paid commissions and “under
the table” kickbacks for each home which Jim Pruett owned, as to which he
found a buyer.

28.  Mel Harris, like Jim Pruett, likewise worked as an erﬁployee in
Coldwell Banker First Greenwood's office. Ms. ’Harris was aware of the
scheme(s) being perpetrated by Jim Pruett and Coldwell Banker and actively
participated in it. Ms. Harris, as an employee of Coldwell Banker First
Greenwood, was paid commissions and kickbacks for each home which Jim

Pruett owned, as to which she found a buyer.
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. Involvement/Participation of Real Estate Appraisers in
Scheme/Enterprise

29. Del Cox is a real estate appraiser, licensed by the State of
Mississippi, who provided appraisals of properties purchased by Jim Pruett, (in
whateQer name selected by Jim Pruett (Leflore Properties, Johnny Young, Johnny
Rosa, lee Pruett)) at whatever value Jim Pruett selected.

30. Mr. Cox's appraisals were used by Mr. Pruett to persuade property
owners to whom Mr, Pruett sold properties to agree to purchase such properties
for prices that exceeded the market value of the properties.

31. Larvry Kennedy is é real estate appraiser, licensed by the State of
Mississippi, likewise furnished appraisals to Jim Pruett at whatever values Pruett
selected.

32. Mr. Kennedy’s inflated appraisals were utilized by Mr. Pruett to
persuad'e purchasers to pay amounts for properties owned by Pruett that

- exceeded the true values of the property.

33. Fransene Berry is an appraiser of residential real estate licensed by
the State of Mississippi. Ms, B_erry's role in the enterprise at issue in this case
was to furnish appraisals of properties, acquired by Jim Pruett, which contained
market value estimates determined by Pruett, knowing that these appraisals
would be used by Pruett to justify both b‘an_k loans. from third party lenders by/on

behalf of buyers/purchasers of the property.
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34. Jason O'Bryant is also an 'appraiser of residential real estate
licensed by the State of Mississippi. Mr. O’Bryant’s role in the enterprise at issue
in this case was similar to that employed by Berry and previously described.

35, Kevin Steed is also an appraiser of residential real estate licensed in
the State of Mississippi. Mr. Steed’s role in the enterprise at issue in this case
Was similar to that employed by Berry and previously described.

Interim Lenders, Two Banks, Participated In Enterprise
And "Bankrolled” the Scheme

36. Defendant, Bank of Commerce, through its vice president Terry
Green, and defendant State Bank & Trust, through its loan officer Clark
Patterson, actively participated in the‘ enterprise described previously in the
following respects:

a) Bank of Commerce and State Bank in effect “bankrolled” the

enterprise by loaning monies to Jim Pruett to- enable him to acquire

properties at below market prices;

b) Bank of Commerce and State Bank knew that Jim Pruett was taking

title to properties he acquired in “straw purchasers” names and permitted

Jim Pruett to secure loans on properties that Pruett did not own;

c) Terry Green and Clark Patterson routinely employed Bobby Fisher

and other attorneys to provide title opinions to Bank of Commerce and

State Bank & Trust that Green, Patterson, and Pruett knew were false;
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d) = Green and Patterson, and perhaps others in the bank, knew that
Pruett obtained appraisals of properties'in amounts that exceeded market
values of properties appraised;

e) Bank of Commerce and State Bank & Trust knew that properties

that served as collateral for Bank of Commerce loans were being routinely

“flipped”;

f) Bank of Commerce and State Bank & Trust knew that properties

that served as collateral for Bank of Commerce loans were being routinely

sold to third parties, who had been induced to borrow monies in amounts
that exceeded the market values of properties that such third parties were
purchasing;

g) Bank of Commerce and State Bank & Trust knew that the proceeds

such of loans made to such third parties, were utilized by Jim Pruett to

repay Pruett’s loans to Bank of Commerce and State Bank & Trust.

37. State Bank & Trust, through its loan officer Clark Patterson also
knew about and participated in the foregoing enterprise. Mr. Patterson and
Staté Bank & Trust, like Bank of Commerce, effectively “bankrolled” the “straw
men” utilized by Jim Pruett to obtain properties, and then resell these properties
to unsuspecting buyérs at amounts that exceeded market value. C|ark Patterson
received kickbacks from Jim Pruett for approving loans to Jim Pruett's “straw

men” and Mr. Patterson was fully aware of the fact that appraisals utilized to
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support Jim Pruett’s resale of these properties did not accurately reflect market
| values.
* Participation of Mortgage Brokers in Enterprise/Scheme
38. Joni Goss is a mortgage broker licensed by the State of Mississippi
who operated in the name of several corporate entities, including Mississippi
Mortgage, Inc., Stétewide Lending, Lincoln Mdrtgage Loans, Eqiti Mortgage, and
others. Ms. Goss was one of the mortgage brokers who Jim Pruett
employed/;ontacted for the purpose of arranging mortgage financing on sales of
properties which Pruett owned or which were offered for sale by/through
Coldwell Banker, to third parties to whom Pruett intended to sell such prope&ies.
Ms. Goss had knowledge of and actually participated in the scheme which Jim
Pruett employed to defraud buyers of property which Jim Pruett acquired and/or
offered for sale by/through Coldwell Banker in the following respects:
a) | Ms, Goss knew that the potential buyers of such properties could
not qualify for loans in_the amounts that weré needed to enable purchasers
to acquire such properties and pay the inflated prices Pruett sought;
| b) Ms. Goss also knew that the economic status of such borrowers
was such that even if they were able to obtain such loans, they would not
be able to make payments to satisfy the loans, which were being arranged

for them.
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<) Ms. Goss participated in the preparation of false documents, which

were routinely sent to mortgage lenders by mail/fax, which distorted

prospective buyer’s ability to repay loans.

d) Ms. Goss knew that other parties/participants in this scheme were

likewise preparing false loan documents, applicable to potential buyers of

properties, which also were being mailed to lenders.

e) Ms. Goss knew of and participated in a kickback scheme in which

loan proceeds were diverted to mortgage brokers, including herself, as well

as to closing attorneys, and appraisers.
| 39. Toby Goss is a mortgage broker licensed by the State of Mississippi
who has operated through several corporate entities, including Mississippi
Mortgage, Inc. Mr. Goss engaged in fraudulent conduct similar to the conduct in
which Joni Goss engaged, as described in the preceding paragraph.

40. | John Emory is a mortgage broker licensed by the State of
Mississippi. He has operated through several corporate entities, including
Wholesale Mortgage, Inc., and others. Mr. Emory engaged in the same type of
fraudulent conduct as was perp_etratéd by Joni Goss, and as is outlined above.

41. Wayne White is a mortgage broker licensed by the State of
Mississippi who ‘has operated as a mortgage broker through several corporate
entities, including Wholesale Mortgage, Inc. Mr. White engaged in the same
type of fraudulent conduct as was perpetrated by ani Goss, and as is outlined

above.
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42. Jason Ellis, Brad Landry and Matt Howard are mortgage brokers,
licensed by the State of Mississippi, who operated through several corporate
entities, including Peressiona! Mortgage Consultants, Inc. Mr. Ellis, Mr. Landry
and Mr. Howard engaged in the same type of fraudulent conduct as was
perpetrated by Joni Goss and as is outlined above.

43, - Lance Persac is a mortgage broker, licensed by the State of.
Mississippi, who has operated through several corporate entities, including
Mortgage Stop, Inc. Mr. Persac engaged in the same type of fraudulent conduct
as was perpetrated by Joni Goss and as is outlined above,

44. Professional Mbrtgage Consultants Corp. is a mortgage broker
licensed in the State of Mississippi, which engaged in the same type of fraudulent
conduct as was perpetrated by Joni Goss and as is outlined above.

Participation Of Attorneys Hired To Prepare Loan
Documents/Close Loans

45. Bobby Fisher is a Greenwood lawyer whpse practice was at all.
relevant times herein, primarily limited to handling real estate transactions. Mr.
Fisher’s role/involvement in this scheme/enterprise included:

a) | Mr. Fisher attended the closings of sales of property owned by Jim

Pruett, Pruett's employees, and properties owned by third party sellers

which were sold by/through Coldwell Banker;

b) Unsuspecting purchasers of such properties were led to believe, by

Mr. Pruett and his employees, that Fisher was present at the ciosing to

represent/protect their interests;
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) Fisher had full knowledge of all aspects of the scheme that was
being perpetrated by.Jim Pruett;

d) Fisher knew that appraisals utilized by Pruett were in amounts that
exceeded market values;

e) Fisher knew that Pruett was engaged in paying kickbacks;

) Ffsher was aware that Pruett paid kickbacks to the represénfaﬁve
with whom he was dealing with the USDA, and that kickbacks were also
'being paid to mortgage brokers from loan proceeds;

g) Mr. Fisher maintained a bank account, which he utilized to divgrt
monies froh closings to third parties, which concealed the fraud that was
being perpetrated on unsuspecting borrowers;

h) ~ Mr. Fisher, while purporting to act as attorney for
purchaser/borrowers, in fact acted contrary to the interests of his so-called
clients and deliberately refrained from disclosing to borrowers/purchasers
the fact that they were being defrauded;

i) Mr. Fisher knew that sales contracts in which Pruett was a party
were altered by Pruett;

j) Mr. Fisher knew about and participated in the preparation of favlse
loan documents, which distorted/inflated borrower/purchasers’ financial
capacity to repay the loans which Fisher closed, which were routinely
mailed to mortgage Iendérs;

k) Fisher knew of Plaintiffs’ inability to repay the loans that he closed;
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)] Mr. Fisher conspired 'with the othe‘r members of the enterprise,
namely Mr. Pruett, Mr. éreen, and Mr, Patteréon, to provide incorrect title
opinions to the Bank of Commerce and to State Bank & Trust which
inaccurately reflected that there had been no transfers of the properties
within one year for the purpose of covering the exposure of these bankers
to claims of “_ﬂipping”.

46. Loan Closing Services Corporation was a corporate entity created
by Bobby FRsher, which employed Bobby Fisher, Daniel Floyd, Christy Smith,
Kristen Taylor, Diane Kefly, John Burton, Matt Howard, Randy Glover, Paul
Blakely, Rickey Walker, Jason O'Bryant, and others. All persons affiliated with
this entity knew about and participated in the enterprise and were paid
kickbacks, by Fisher, following closing of these loans.

47. Prestige Title is a title insurance company, which was created by
Steve Colson, an attorney with Maggio & Colson, LLC of Gulfport, Mississippi.
Prestige Title was aware of thev acts of fraud, as previously described, and
attended loan dosings, purporting to act as attorheys for borrowers/purchasers
after Mr. Fisher was no longer able to do so due to the fact that he had lost his
ability to write fitle insurance. Prestige Title/Steve Colson’s knowledge of
wrongdoing/fraud perpetrated by Pruett, mortgage brokers, etc., was identical to

Fisher’s knowledge/involvement previously described.
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48.  Landsure Title, Homeland Title, Loan Closing and Title Services,
and Robert Harrison acted as closing agents. for the involved lenders and were
aware of the fraud and criminal activity and participated in it.

49. Rickey Walker, now deceased, was an employee of Bobby_ Fisher
and later at Prestige Title, Inc. who engaged in the same type of fraudulent

- conduct as was perpetrated by Bobby Fisher and as is outlined previously.
| Participation Of Mortgage Lenders In Enterprise

50. Before the dates of the transactions at issue in this lawsuit People’s
Choice Funding, Inc.,, d/b/a People’s Choice Home Loans, Inc. (hereaftgr
“lender”) decided, as a corporate strategy, to engage in sub-prime lending, i.e.,
that it would be profitable to make high interest rate residential real estate loans
to a particular, targeted, group of Mississippians, who hereafter referred to as
“Targeted Borrowers.”

51. The Mississippians from whom lender decided to solicit this
business had limited educatioﬁ, had little expertise/sophistication in real estate
transactions, had impaired credit, generally were first time homeowners, and
often were members of a min'ority racial group.

52. This group of Mississippians was targeted by lender for this
business because lender felt that this group of Borrowers could be easily misled
and could easily be overreached.

53. Lender actively encouraged mortgage brokers (Mississippi

Mortgage, Wholesale Mortgage, Mortgage Stop, etc.) to solicit applications for
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sub-prime loans, to be secured by residential real estate, from Targeted
Borrowers. |
54,  These mortgage brokers:
a) Solicited loan applications from Borrowers which were sent, by
mail, to mortgage lenders for review for accuracy/authenticity, etc. by
employees of m‘ortgage lenders;
b) ~ Gathered financial information ‘from “said - Borrowers, which
purportedly set forth the ability of these Borrowers to repay these loans;
) Assisted lender in procuring additional informatio.n needed by
lender to facilitate its underwriting and closing of these loans;
d) Selected Appraisers (or approved Appraisers selected by others,
such as Jim . Pruett/Coldwell Banker) to appraise properties utilized to
secure these loans;
e) " Selected lawyers (or approved lawyers selected by others, such as
Jim Pruett's/Coldwell Bankér) to close the loans on terms/conditions
prescribed by lender using Ioarrclosing documents mandated by lender.
S5,  Jim Pruett also acted as agent for lender through various forms of
advertisements (in the name of Coldwell Banker) located and identified “target
‘borrowers” for lender Who were interested in purchasing properties owned by
Pruett.
56. Mortgage Brokers (or persons like Jim Pruett, acting In concert with

these mortgage brokers), acting at the behest of and as agents for lender,
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routinely céntacted targeted borrowers desiring to purchase residential real
estate for the purpose of securing loan applications from such prospective
Borrowers.

57. Jim Pruett routinely assured such prospective borrowers that he
had the capacity to “get them a loan”. |

58. | Jim Pruett put persons who desired to purchase residential real
estate that he owned as well as persons who desired to purchase real estate
owned by third parties, which was listed for sale by/through Coldwell Banker in
contact with these mortgage brokers.

59. These nﬁortgage brokers promised prospective purchasers that they
could “arrange” loans for these purchasers, usually with purchasers being
relieved of any obligation to make any down payments on such loans.

60. These assLIrances led potential borrowers to believe that Jim Pruett
and these Mor_tgage Brokers had ongoing business relationships with
persons/entities who made real estate loans, (a belief which was both reasonable
and true) or that Pruett/Coldwell Banker itself would loan monies to make these
purchases.

61. These prospective Borrowers were led to believe that Jim Pruett
and these mortgage brokers possessed information about the real estate loan
procuring/closing process that was greater than/superior to that possessed by

the prospective borrowers themseres.; As a result, the prospective borrowers
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reasonably believed the assurances and representations made by Jim
Pruett/Coldwell Banker and the mortgage brokers.
62. Lender deliberately put these mortgage brokers in the position to
| foster that belief on the part of these borrowers by allowing these brokers to
arrange mortgage loans on its behalf, by advising these brokers of its loan
programs, by encouraging these brokers to solicit loan applications, etc.

63. Thus, these borrowers, in reliance upon the belief that Jim Pruett
and these mortgage brokers possessed expertise in procuring and arranging
loans of this type and that Mr. Pruett and these brokers would utilize that
expertise in “getting them loans,” providéd basic financial data to Pruett,
employees of Pruett, and these mortgage brokers, that was truthful and
accuraté. | |

64. The borrowers reasonably believed that the truthful and accurate
financial data that they provided to Pruett, employees of Pruett, and these
mortgage brokers would be submitted, Without alteration, t,o‘ the mortgage
lenders with whom these parties had a business relationship.

65. - However, Pruett, employees of Pruett, and the mortgage brokers
themselves, deliberately modified data provided to them by borrowers and, in
addition, 'prepared/falsiﬁed data and such fraudulent data was routinely mailed,
as a part of this bsc'heme/enterprise to mortgage lenders.

66. The mortgage lenders had, in place, guidelines/criteria which were

designed to determine the accuracy of financial data submitted to them.
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67.  Upon receipt of borrower applications and supporting borrower
financial data procured from Pruett or a mortgage broker, pursuant to
underwriters employed by lenders were directed to review borrower
application'slloan documents submitted by mortgage brokers.

68. But lender's underwriters routinely “overlooked”/failed to discover
the existence of fraudulent documents in the data sent to them.

69. One of the job functions that lender’s underwriters are supposed to
perform was to look for forgeries. Lender’s underwriters ignored the fraud and
failed to discover forgeries in documents submitted to them for their review.

| 70.. Such false loan documentation, in loan after loan, systematically
distorted the financial ability of Borrower to repay these loans. Each and every
false loan documentation was systematically “overlﬁoked” by every lender
representative whose job was to discover the presence of fraudulent documents.

71.  Lender was perfectly content to make loans to borrowers who did
not meet its credit criteria, who likely could not repay its loans, or who would
experience extradrdinary financial difficulty in repaying these loans.

72. lender's  failure to discover réoccurring, obvious fraudulent
behavior by Pruett, by Pruett’'s employees and by the mortgage brokers with
whom it dealt, by the c!osihg attorneys selected by lender to dose its loans,

supports a finding that lender knew of such behavior and ratified it.
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73.  Put another way: if lender truly was interested in making sure that
it made loans to persbns who met its credit criteria, it would have certainly
“discovered” this pattern of reoccurring/obvious fraud. _

174. The fact that lender did not “discover” this fraud (by ignoring its
own guidelines) sup.ports a finding that it knew that Pruett, these brokers, Fisher,
etc.,, were committing fraud in connection with its loans and 'nonetheless
preceded to make these loans anyway.

75.  Alternatively, lender’s failure to discover this fraud is the product of
its “willful blindness” or deliberate ignorance.

76. = After being promised by Pruett, or employees of Pruett, 6r these
mortgage brokers that they could and would “get them a loan,” borrowers simply
waited to see whether this promise would be fulfilled.

77.  Then, usually, with nb advance notice — “out of the blue"— these
borrowers would get a call from someone working in First Greenwood/CoIdwell
Banker’s office or from the mortgage brokers, to advise that their loans had been
“approved” and that the closing of their Ioah was schéduled, usually rather
immediately.

78. Telling 'these borrowers that their loan applications had been
approved led these borrowers to reasonably believe that the mortgage lender
who had agreed to make these loans had reviewed the financial documents that

they had earlier provided and, based upon that review, had determined that they
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possessed sufficient assets/wealth/credit to borrow the monies they sought to
borrow/repay the loans that were being made to them.

79.  These borrowers proceeded to go forward with the closing of these
loans in reliance upon the mistaken belief that their assets/liabilities/income were
sufficient, as far as lender was concerned, to eﬁable them to repay these loans.

80.  This reliance, made in good faith and reasonable, was misplaced.
Borrower assets/liabilities/income/capacity to borrow these monies had been
deliberately distorted/inflated by the fraudulent loan documents which were
routinely mailed to these lenders by Pruett/employees of Pruett/mortgage
brokers/ and Fisher.

81.  After assuring Borrowers that they had been approved for a loan,
the borrowérs were “summonsed” to loan closings, which occurred at dates,
places, and times, determined by Pruett, by someone in Pruett’s office, or the

‘mortgage brokers.

82. Many of these borrowers had never before owned a house or
attended a closing of a real esfate loan. |

83. Borrowers appeared at loan closings with no advance idea about
the amount of money they would be borrowing, the interest rates they wouvld‘be
charged, the identity of the lender, who had agreed to loan them monies, or any

other term under which they would be loaned money.
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84.  Lender sent loan closing documents and instructions, as well as
funds to be utilized to close these loans, by mail, fax and/or e-mail, to closing
attorneys, before these loans were closed.

85. At these loan closings, Plaintiffs were routinely presented a stack of
légaliy complex loan closing documents, and it was made clear to these Plaintiffs
that they must sign the documents presented to them as a condition to securing
these loans.

86. These Plaintiffs, as a condition to éecuring these loans, were
directed to sign documents, prepared by lender, which lender knew fo be
fraudulent, and which these Plaintiffs did not know were fraudulent.

87. The éttorneys who closed these loans provided no explanation to
Plaintiffs as to the legal significance of any of the documents these Plaintiffs
were told to sign. At best, documents were identified by the nature of the
documents fhemselves. For example, Plaintiffs were told no more than: this is a
deed; thisis a deed of trust, etc.

88. Plaintiffs usually were afforded no opportunity to read any
documents that they signed. Few Plaintiffs would haye understood the
documents had they read them, due to their complexity/legalese. Closings
usually took 15 (fifteen) minutes or so, sometimes longer, but not much longer.
Many Plaintiffs felt rushed to sign documents.

89. At no time before any of these loans were closed did Pruett, any

employee of Pruett or any mortgage broker or any closing attorney ever tell any
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Plaintiff that any false/fr’\audu!ent loan documents had been\ prepared in
connection with their loans, and mailed to any involved lender.

90. The failure of Pruett, employees of Pruett, or these Mortgage

~ Brokers to apprise these Plaintiffs of the fact that false loan documents had been
prepared in connection with their loans, that documents which inflated/distorted
their ability to repay these loans had been mailed to these Ienders, that these
lenders had prepared false loan documents for these Plaintiffs’ signatures
constitutes, as a matter of law, acts of fraud on the part of these parties.

91. These Plaintiffs were also not told that these lenders had made a
determination that some groups of borrowers, with specified levels of wealth,
could likely repay its loans while other groups of borrowers, who did not possess
pre-described levels of wealth, likely could not repay its loans. In proceeding to
close these loans to these Plaintiffs, by implication, these Plaintiffs were led to
believe and reasonably relied upon the belief that these lenders had made a
determination that they had the financial capacity to be able to repay these

’ Ioaﬁs.
Defendants’ Particular Dealings with Plaintiffs
92. Defendants conspired with each other to sell residential real estate
that Jim Pruett acquired (in the name of Leflore Properties) to the Plaintiffs.
93. Jim Pruett, acting in the name of Leflore Properties or in the name
of some other “straw man” purchaser, purchased USDA-owned property and

previously foreclosed or third party owned property, at foreclosure sales, at a
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fraction of the property’s fair market value, and then through the process as
previously described resold the properties at substantial profit to the Plaintiffs at
a price that far exceeded the market value of the properties.
94, In other instances the sarﬁe conduct accompanied the'sale of third
~ party-owned property listed for sale with Coldwell Banker with the same
damages resuiting to the Plaintiffs.

9s5. The Plaintiffs relied upon the misrepresentations of the defendants.
The Plaintiffs were the victims of the fraudulent scheme or enterprise
perpetrated by the defendants.

96. Funds utilized to close this transaction were sent to the closing
agent by wire or by mail.

97. Each of the defendants was aw/a;re of, approved, was a willing
participant in, and profited from all conduct set forth in the preceding
paragraphs. In the alternative, the defendants were guilty of “willful blindness”
with respect to such conduct.

98. Defendants’ conduct constituted a violation of 18 U.S.C. §1962(a),
(b), (c), and (d). | |

99. Plaintiffs suffered actual damages, including damages for emotional
distress, humiliation, and economic damages, including the difference in the
value of the house they purchased from Pruett/Leflore Properties as represented
versus the true market value of such house in the amount of, at a minimum,

$100,000.00 each.
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100.

As a result of the foregoing wrongful acts and omissions, the

Defendants are liable to Plaintiffs for all damages allowed pursuant to 18 U.S.C.

§1964(c) and 15 U.S.C. §1639(h).

101.

As a result of the foregoing wrongful acts and omissions, the

Defendants are liable to Plaintiffs for damages sustained by Plaintiffs based

upon, the following pendant state claims state:

a)
b)
9
d)

e)

102.

Breach of fiduciary duty;
Misrepresentation;
Deceptive sales practices;
Fraudulent concealmént;

Intentional infliction of emotional distress.

Each of the above named persons/entities conspired to perform

two or more predicate acts, which included numerous instances of wire fraud in

violation of 18 U.S.C. §1343, numerous instances of mail fraud in violation of 18 -

U.Ss.C. §1341,‘ and numerous instances of money laundering in violation of 18

U.S.C. §1956 and 18 U.S.C. §1957.

103.

Defendants and entities named above violated 18 U.S.C. §1341 and

18 U.S.C. §1343 in devising, on multiple occasions, a scheme(s) or artifice(s) to

obtain money or property by false and/or fraudulent pretenses, representations,

and promises as contained in the various loan documents including, without

limitation, sales contracts, loan applications, verification documents, and HUDrl

Settlement Statements.
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104. All or some of the Defendants and entities named above used the
U.S. mail and/or private or commercial interstate carriers in the furtherance of
such scheme(s).‘

WHEREFORE, PLAINTIFFS DEMAND:

A. Actual damages, including the difference between the value of the
house as represented, versus the true value of such house, damages for
emotional distress, humiliation, and economic damages in the amount of
.$100,000.00 against each defendant, jointly and'separately.

B. Punitive damages against each defendant, iﬁdividually and joint_ly,
in an amount sufficient to deter such defendants from hereafter, engaging in
such wrongful conduct in the future.

C. Attorneys fees and expenses and treble damages ‘pursuant to 18
§U.S.C. 1964(c).

RESPECTFULLY SUBMITTED, this the 31% day of May, 2006.

Of Counsel: s/C. W. Walker 111

: C.W. Walker III
Lake Tindall, LLP MS Bar No. 6870
P.O. Box 918

127 South Poplar Street

Greenville, MS 38702-0918
Telephone: 662-378-2121
Facsimile:  662-332-5325
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CERTIFICATE OF SERVICE
I hereby certify that on the 31% day of May, 2006, I electronically filed the

foregoing with the Clerk of the Court using the ECF system which sent
notification of such filing to the following:

Christopher A. Shapley, Esquire QShﬂDie.\L@bIMLDLEQm
Joseph Anthony Scléfani, Esquire jsclafani@brunini.com

H. Hunter Twiford III, Esquire htwiford@mcglinchey.com
April D. Reeves, Esquire | areeves@watkinsludlam.com

and I further certify that I have mailed by United States Postal Service the
document to the following non-ECF participants: None.

[s{ C.W. Walker IIT

W:\26000_Dir\26021\Pieadings-Federal Court\Amended Complaint.doc
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WINSTON & STRAWN LLP

BEIING 333 SOUTH GRAND AVENUE Moscow
CHARLOTTE LOS ANGELES, CALIFORNIA 90071 NEW YORK
CHICAGO - NEWARK
GENEVA +1(213) 615-1700 ‘ oARIS
HONG KONG FACSIMILE +1 (213) 615-1750 SAN FRANCISCO
HOUSTON . SHANGHA!
LONDON www.winston.com WASHINGTON, D.C.
LOS ANGELES )
July 12,2012 GREGORY A. MARTIN
Associate Attorney
VIA EMAIL AND U.S. MAIL v (213) 615-1918

gmartin@winston.com

C.W. Walker 111, Esq.
Frank S. Thackston Jr., Esq.
Lake Tindall LLP
127 South Poplar

- P.0.Box 918
Greenville, MS 38702-0918

Re:  People’s Choice Home Loan, Inc., et al.
Case No. 2:12-bk-15811-RK (Bankr. C.D. Cal.)
[Transferred from 8:07-bk-10765-RK] -
Price/Citizen Proof of Claim

~ Dear Messrs. Walker and Thackstgn:

After leaving telephone messages with your firm on March 9 and again on
April 27, 2012 that were not returned, I am writing you on behalf of the Liquidating Trustee
. (the “Trustee™) for the Liquidating Trusts of People’s Choice Home Loan, Inc., People’s Choice
Financial Corp., and People’s Choice Funding Inc. (the “Debtors”).

On or about August 17, 2007, you filed substantially identical proofs of claim
(collectively the “Claim”) against each of the Debtors on behalf of Johnny and Mary Price and
Latrenda M. Citizen (“Claimants”). The Claim relates to an amended complaint filed in the
United States District Court for the Northemn District of Mississippi on May 31, 2006.
The complaint alleges a number of causes of action, including intentional tort, mail and wire
fraud, and RICO violations. The Claim does not list a dollar amount allegedly owed by the
Debtors. ' »

‘ The Trustee has reviewed the Claim and has determined that on the information
provided, the Debtors have no liability to Claimants on the Claim. First, lenders do not owe their
borrowers fiduciary duties. A lender need not protect prospective borrowers from themselves
when extending a loan requested by a prospective borrower. Second, to the extent that
Claimants may have been defrauded, there has been no showing that the Debtors participated in
perpetrating that fraud. The Debtors neither knew of nor should have known that Claimants’

LA:317356.3
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brokers were allegedly forging documents to improve the likelihood that Claimants would be
approved for a Joan. Approval of a known fraudulently documented loan application would have
violated the Debtors’ corporate policy and would have been contrary to the Debtors’ financial
interest—under the loan purchase agreements that were used by the Debtors to package and sell
their loans, the Debtors were required to repurchase any fraudulently originated loan (regardless
of whether the Debtors knew about the underlying fraud) from a financial institution that
purchased the loan. It is therefore implausible that the Debtors would knowingly have
encouraged or participated in any fraud with respect to your clients’ loans.

The Liquidating Trustee requests that you either provide evidence supporting the
Claim with respect to the Debtors’ asserted liability to Claimants, including the amount sought
by Claimants, or withdraw the Claim. Kindly contact me at your earliest convenience —my -
contact information is shown above.

Please note that if we do not receive a response to this letter by August 2, 2012,
the Liquidating Trustee plans to file an objection to the Claim based on Claimants’ failure to
provide evidence supporting their Claim.

 Thank you for your cooperation in resolving this matter.
Very truly yours,
Gregory A/Martin
cc: Ron Greenspan, Trustee

Tamara McGrath
Rolf Woolner, Esq.

LA:317356.3
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PROOF OF SERVICE OF DOCUMENT |

| am over the age of 18 and not a party to this bankruptcy case or adversary proceeding. My business address is:
Winston & Strawn, LLP, 333 S. Grand Avenue, 38th Floor, Los Angeles, CA 90071

A true and correct copy of the foregoing document entitied (specify): MOTION FOR ORDER DISALLOWING PROOFS
OF CLAIM OF JOHNNY & MARY PRICE & LATRENDA M. CITIZEN [PCHLI CLAIMS DOCKET NOS. 337, 338; PCFI
CLAIMS DOCKET NO. 95; PCFC CLAIMS DOCKET NO. 103]; DECLARATIONS OF TAMARA D. MCGRATH AND
GREGORY A. MARTIN IN SUPPORT THEREOF will be served or was served {(a) on the judge in chambers in the form
and manner required by LBR 5005-2(d); and {b) in the manner stated below:

1. TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF): Pursuant to controlling General
Orders and LBR, the foregoing document will be served by the court via NEF and hyperlink to the document. On April 8,
2013, | checked the CM/ECF docket for this bankruptcy case or adversary proceeding and determined that the following
persons are on the Electronic Mail Notice List to receive NEF transmission at the email addresses stated below:

Xl Service information continued on attached page

2. SERVED BY UNITED STATES MAIL:

On April 8, 2013, | served the following persons and/or entities at the last known addresses in this bankruptcy case or
adversary proceeding by placing a true and correct copy thereof in a sealed envelope in the United States mail, first class,
postage prepaid, and addressed as follows. Listing the judge here constitutes a declaration that mailing to the judge will
be completed no later than 24 hours after the document is filed.

Xl Service information continued on attached page

3. SERVED BY PERSONAL DELIVERY, OVERNIGHT MAIL, FACSIMILE TRANSMISSION OR EMAIL (state method
for each person or entity served): Pursuantto F.R.Civ.P. 5 and/or controlling LBR, on April 8, 2013, | served the following
persons and/or entities by personal delivery, overnight mail service, or (for those who consented in writing to such service
method), by facsimile transmission and/or email as follows. Listing the judge here constitutes a declaration that personal
delivery on, or overnight mail to, the judge will be completed no later than 24 hours after the document is filed.

PRESIDING JUDGE'S COPY - Service by Overnight Mail
Hon. Robert Kwan

United States Bankruptcy Court

255 E. Temple Street, Suite 1682

Los Angeles, CA 90012

Via overnight mail with Fedex

Tracking Number: 799468557266

[] Service information continued on attached page
| declare under penalty of perjury under the laws of the United States that the foregoing is true and correct.

April 8, 2013 Linda daSilva %@-ﬁym«

Date Printed Name Signature

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.
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1. TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF):

Jose D Alarcon  jalarcon@bettzedek.org

Daniel L Alexander daniel@colemanfrost.com

Todd M Arnold  tma@Inbyb.com

Alvin M Ashley  mashley@irell.com

Daniel | Barness  daniel@spiromoss.com

Henkie F Barron  hfbarron@gmail.com

Richard J Bauer rbauer@mileslegal.com

Ron Bender rb@Inbyb.com

Patrick K Bruso  generalmail@alvaradoca.com

Andrew W Caine  acaine@pszyjw.com

Rebecca J Callahan rcallahan@callahanlaw.biz

Theodore A Cohen tcohen@sheppardmullin.com, amontoya@sheppardmullin.com

Deborah Conley  bkmail@prommis.com

Vincent M Coscino  vcoscino@allenmatkins.com, jaallen@allenmatkins.com

Paul J Couchot  pcouchot@winthropcouchot.com, pj@winthropcouchot.com;chipp@winthropcouchot.com

Theron S Covey tcovey@coveylawpc.com

Kevin A Crisp  kcrisp@irell.com

Peter A Davidson pdavidson@mdfslaw.com, Ipekrul@ecjlaw.com

Joseph C Delmotte  ecfcacb@piteduncan.com

Willis B Douglass  Willis.B.Douglass@irscounsel.treas.gov

Jeffrey W Dulberg  jdulberg@pszjlaw.com

Theresa H Dykoschak tdykoschak@faegre.com

Louis J Esbin  Esbinlaw@sbcglobal.net

Charles J Filardi  abothwell@filardi-law.com

H Alexander Fisch  afisch@stutman.com

Parisa Fishback pfishback@fishbacklawgroup.com

Steven B Flancher flanchers@michigan.gov

J Rudy Freeman rfreeman@linerlaw.com

Anthony A Friedman  aaf@inbyb.com

Jerome Bennett Friedman  jfriedman@)jbflawfirm.com,

msobkowiak @jbflawfirm.com;jmartinez@jbflawfirm.com;sbiegenzahn@jbflawfirm.com

Jose A Garcia  ecfcach@piteduncan.com

Jeffrey K Garfinkle  bkgroup@buchalter.com,

joarfinkle@buchalter.com;docket@buchalter.com;svanderburgh@buchalter.com

Oscar Garza ogarza@gibsondunn.com

Nancy S Goldenberg nancy.goldenberg@usdoj.gov

Stanley E Goldich  sgoldich@pszyjw.com

Stanley E Goldich  sgoldich@pszjlaw.com

Richard H Golubow  rgolubow@winthropcouchot.com, pj@winthropcouchot.com;vcorbin@winthropcouchot.com

Ronald F Greenspan ron.greenspan@fticonsulting.com

Kevin Hahn  kevin@mclaw.org

Farhad Hajimirzaee fhajimirzaece@winston.com

Matthew W Hamilton ~ mhamilton@fulcruminv.com

D Edward Hays  ehays@marshackhays.com, ecfmarshackhays@gmail.com

Daniel L Hembree ecfcacbsfv@piteduncan.com

Garrick A Hollander  ghollander@winthropcouchot.com,

pj@winthropcouchot.com;vcorbin@winthropcouchot.com;chipp@winthropcouchot.com

Thomas J Holthus  bknotice@mccarthyholthus.com

e Gil Hopenstand ghopenstand@wwolawyers.com

e David | Horowitz  david.horowitz@kirkland.com,
keith.catuara@kirkland.com;terry .ellis@kirkland.com;jay.bhimani@kirkland.com

e FEric D. Houser scleere@houser-law.com

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.

June 2012 F 9013-3.1.PROOF.SERVICE



Case 2:12-bk-15811-RK Doc 2690-8 Filed 04/08/13 Entered 04/08/13 18:35:21
Desc Proof of Service Page 3 of 4

James KT Hunter jhunter@pszjlaw.com

Jay W Hurst  jay.hurst@texasattorneygeneral.gov, sherri.simpson@texasattorneygeneral.gov
Lance N Jurich  ljurich@loeb.com, kpresson@loeb.com

Ivan L Kallick ikallick@manatt.com, ihernandez@manatt.com

David Kaplan  dkaplan@irell.com

Grant C Keary gck@dlklaw.com

John W Kim  jkim@nossaman.com

Benjamin J Kimberley  bkimberley@winston.com,
kmorris@winston.com;hhammon@uwinston.com;docketsf@winston.com

Jessica Kronstadt  jessica.kronstadt@Iw.com

Donna L La Porte donna@laportelaw.net

David B Lally davidlallylaw@gmail.com

lan Landsberg ilandsberg@landsberg-law.com, bgomelsky @landsberg-law.com;ssaad @landsberg-
law.com;dzuniga@Ilandsberg-law.com

Scott Lee  slee@Ilbbslaw.com

Leib M Lerner leib.lerner@alston.com

Peter W Lianides  plianides@winthropcouchot.com, pj@winthropcouchot.com;vcorbin@winthropcouchot.com
Ganna Liberchuk  gliberchuk@haincapital.com

Kerri A Lyman  klyman@irell.com

William Malcolm  bill@mclaw.org

Gregory A Martin ~ gmartin@winston.com

Laura E Mascheroni  Imascheroni@corbsteel.com

David E McAllister ecfcacbh@piteduncan.com

Christopher M McDermott  ecfcacb@piteduncan.com

Scotta E McFarland  smcfarland@pszjlaw.com, smcfarland@pszjlaw.com
David J Mccarty ~ dmccarty@sheppardmullin.com, pibsen@sheppardmullin.com
David W. Meadows david@davidwmeadowslaw.com

Robert K Minkoff  rminkoff@jefferies.com

Catherine A Moscarello - SUSPENDED - catherine@moscarellolaw.com
Tania M Moyron  tmoyron@peitzmanweg.com

Randall P Mroczynski  randym@cookseylaw.com

Sean A Okeefe sokeefe@okeefelc.com

John D Ott  Jott@jdolawyers.com

Daryl G Parker  dparker@pszjlaw.com

Renee M Parker  bknotice@earthlink.net,
bknotice@rcolegal.com;bknotice@earthlink.net;chanson@rcolegal.com
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