ROBB EVANS
Temporary Receiver of
MX Factors, LLC, BBH Resources, LLC, and
JTL Financial Group, LLC
REPORT OF TEMPORARY RECEIVER'S ACTIVITIES
FEBRUARY 26, 2004 THROUGH MARCH 4, 2004

Entry and Control
The Temporary Receiver learned of his appointment in the early evening of February 26,
2004. The Temporary Receiver contacted the property manager at the office location of MX
Factors, LLC (MX) and was advised that the business was closed and the premises vacated.
The Temporary Receiver understands that agents from the Internal Revenue Service (IRS)
served a search warrant at the home of Mr. Harkless and recovered MX records from the
home and from a storage facility. The IRS has cooperated with the Temporary Receiver by
providing workspace and facilities for the Temporary Receiver’s staff to review all records
and employ a copy service to duplicate all documents.
On that same day the Temporary Receiver took control of the premises of JTL Financial
Group, LLC (JTL). JTL was not conducting business related to MX on the premises. The
Temporary Receiver collected documents, changed locks and took control of the mail.
During the evening of February 26th, the Temporary Receiver visited the offices of BBH
Resources, LLC (BBH) in Palm Springs and was advised by the current tenant that BBH had
moved to an adjacent building. On the morning of February 27th the Temporary Receiver
contacted the property manager and was advised that BBH was leasing two suites in the
adjacent building comprised of approximately 4,000 square feet. The Temporary Receiver
took control of both premises, changed locks and took control of the mail by forwarding the
mail to the offices of the Temporary Receiver. BBH was not conducting business at either
site. One suite had been sub-let to three tenants: two law firms and a financial planner. One
of the law firms, Anderson Law Group, still maintained some files on site. The second suite
was vacant, however, the Temporary Receiver discovered a limited number of BBH files,
which were recovered and taken to the Temporary Receiver’s office for review.

MX, JTL and BBH Marketing
With few exceptions, the principal claims contained in the marketing and promotional
materials offered by all three entities were virtually the same. The primary message
communicated to potential investors was, “Make a 12% return on your money every 90
days.” Among the representations made to potential investors by MX, JTL and BBH were
that:
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•
•
•
•

MX specializes in accounts receivable financing in the construction industry;
All accounts receivable were backed by federal or municipal bonds;
MX makes a 30% return every 90 days; and that
MX has not had one default on a loan since this business model was established in
2000 because of its rigorous approval process and due diligence.

MX, JTL and BBH each provided documents to various investors, which contained 90-day
projected income tables. The income tables included income projections for those investors
deciding to leave their investments with MX beyond the initial 90-day period. When an
investor made the decision to transfer funds to MX, JTL or BBH, a placement letter would
be sent to the investor confirming the amount and date of the investment. Every placement
letter reviewed by the Temporary Receiver contained the following language:
The following guarantee for the factor is in place; i.e., the total rate of return is at least
12% and the date of return will be 90 days from the date of this agreement.

Assets Identified and Located
All office furniture and computer equipment located at the JTL and BBH offices have been
secured. MX had moved from its office location prior to the issuance of the Temporary
Restraining Order (TRO) and abandoned the few remaining pieces of office furniture.
However, the Temporary Receiver located a business record that appears to have been
written by Mr. Harkless, which suggests that some other furniture may have been sold.
Handwritten entries discovered in Mr. Harkless’ day planner on January 4, 2004 include the
entry, “Furniture Sell.” Other entries contained on the same date state, “Shred” and
referenced homes in Belize, Riverside, California and Vancouver. In a conversation with the
property manager, he stated that Harkless transferred the remaining office furniture to the
property owner for past due rent. The value of the remaining furniture appeared to be
nominal.
Under Tab 1 is a spreadsheet containing the various accounts and current balances for all
accounts frozen pursuant to the TRO. A total of $319,745.94 has been frozen in these
accounts, but may include amounts belonging to third parties. The IRS turned over
$19,675.00 in cash to the Temporary Receiver which has been deposited in an account under
the control of the Temporary Receiver. The Temporary Receiver was advised that the IRS
confiscated the $19,675.00 cash during a search of Richard Harkless’ residence.
The Temporary Receiver located and took control of a commercial fishing vessel known as
the Libresea, identification number 508814. The vessel was located in a dry dock area near
Seattle, Washington. A member of the Temporary Receiver’s local office in Seattle visited
the vessel and served a copy of the TRO on the manager of the facility where the vessel is
docked. The Temporary Receiver is in the process of determining if there are any liens filed
against the vessel.
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The Temporary Receiver has been advised of various parcels of real property held by
individual defendants and affiliated entities of the corporate defendants. The Temporary
Receiver learned that three of the properties were in escrow with two scheduled to close this
week. The Temporary Receiver reached agreement with counsel for the defendants that the
attorney will hold all proceeds from the sale in his trust account and await further direction
from the Court.
The Temporary Receiver has started a preliminary investigation into other assets and
business investments held by the defendants. Records currently in the possession of the
Temporary Receiver are incomplete and the Temporary Receiver has requested additional
information from various defendants through their counsel. Information on specific assets
or business investments will be discussed under the specific section for each corporate
defendant.
In summary, the Temporary Receiver has currently located liquid assets totaling less than
$750,0001, unverified loan and equity interests with an initial face value totaling $7.9 million2
and a 142-foot fishing vessel currently under repair with an appraised value of $2.6 million as
of August 2001. Therefore, in a best-case scenario, the Temporary Receiver has currently
located assets totaling $11.25 million. As further described in the investor liability section
that follows, liabilities to investors probably exceed $20 million.

Review of Records and Preliminary Results
The Temporary Receiver’s review of the available records from the two locations of the
corporate defendants, and those located at the IRS office confirm and, in part, expand the
facts detailed in papers filed by the U. S. Securities and Exchange Commission. The
Temporary Receiver’s evaluations and initial conclusions are summarized as follows:
• MX formed in March 2000 and began to factor accounts receivable and solicit
“Factor Participants” or investors. Later, BBH, and through BBH, JTL began to take
over a sizeable portion of the efforts to seek investors and accept funds for the
described financing program. Invested funds were supposed to be forwarded to MX.
• Based on the records reviewed, MX and the other two fund raising firms may have
collected more than $55 million from investors beginning in March 2000.
• Repayments to investors, commissions and other payments to the principals of the
three entities came primarily from investor funds. The business operations produced
only a small portion of the repayments to investors.
1

As more fully described later, $372,000 is located in an offshore bank account in the Central American country of
Belize.
2
As a possible indication of the ultimate resolution of these loans and investments the Temporary Receiver has
preliminarily reviewed two transactions totaling about $1.25 million. One loan is in default and the second entity is
attempting to negotiate an 80% discount on its obligation.
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• While the totals are not yet precise, investors are currently owed at least $20 million.
• MX records show wire transfers to Belize, Switzerland and Ireland. The Temporary
Receiver has located documentation on the accounts in Belize, but has not yet located
full documentation on the accounts that may exist in Switzerland and Ireland.

Investor Liability
The Temporary Receiver’s staff has studied bank records of MX from March 2000 through
November 2003. The records indicate that total receipts through September 8, 2003,
including investments forwarded by BBH and JTL, are about $55.6 million. Disbursements
total about the same amount. The records currently available to the Temporary Receiver do
not include substantial payee information and the exact liability to investors cannot be
calculated at this time. However, a review of the documents and records from all sources
and the financial records available from the entities indicate that investors are currently owed
in excess of $20 million.
Dan Tobias & Associates, Inc., a San Diego based financial consulting firm, was hired by
MX, through its attorney, to determine amounts due to each participant. A report prepared
as of August 31, 2003 by Mr. Tobias states that investors, based on claims submitted, might
be owed in excess of $21 million.
Due to time constraints the Temporary Receiver could not validate the methodology used or
conclusions reached by Mr. Tobias and therefore did not rely on his report of investor
liability.

MX Factors, LLC
Under Tab 2 is a copy of entries in Richard Harkless’ 2003 personal calendar, which include
a handwritten diagram of a complex holding arrangement headed by a trust in England,
which includes offshore assets in Belize and U.S. assets. Described offshore activities
include operating a fleet of fishing boats and trading in gold and currencies. Described U.S.
activities include operating a studio in Hollywood and setting up an “escrow trust” for $30
million.
In a 40-day period ending November 4, 2003, MX transmitted almost $2.5 million from its
business bank account to its accounts at Merrill Lynch and to others. MX then sent,
through two Merrill Lynch accounts, $1.55 million to accounts in the name of MX Factors,
Ltd. at two banks in the Central American country of Belize. MX also sent, through Merrill
Lynch, $100,000 to its accountant and $150,000 to its attorney. Other disbursements from
the bank account included $275,000 to a personal account of Mr. Harkless.

Page 4 of 8

Since September 2002 and through October 2003, MX transferred $1.34 million to the MX
Factors, Ltd. account at Atlantic International Bank, Ltd. in Belize and $815,000 to the MX
Factors, Ltd. account at Provident B & T of Belize Ltd.
Under Tab 3 are bank account information and ownership information for MX Factors, Ltd.
The shareholders of MX Factors, Ltd., are Richard Harkless and Julie Harkless. The most
recent accounting shows a balance of about $372,000 held by MX Factors, Ltd., in two
accounts in Belize. MX Factors, Ltd., is clearly an affiliated company of MX through
common ownership and transmission of funds. Section XVIII of this Court’s Temporary
Restraining Order requires that MX transfer all funds held in foreign locations within ten
days of the Order. To date, the Temporary Receiver has not been contacted by Mr. Harkless
or his counsel to arrange for repatriation of these funds.
Although MX promoted itself as a provider of receivables financing, with opportunity for
investor participation, the staff of the Temporary Receiver was able to locate only twelve
files documenting a borrowing relationship. The files indicate the most recent advance was
in February 2003 and the last payment received was in April 2003. The Temporary Receiver
believes that based upon all of the information available to him, by any measure, the net
receipts from financing activities generated less than 30% of the money paid to investors.
Consequently, most of the payments to investors could only have come from other investor
funds.
The files of MX, including letters, expense reports and diary entries, contain hundreds of
pages related to activities dedicated to researching crab fishing and refurbishing the 142-foot
fishing vessel. File documents include schedules describing repair and other expenditures
for the vessel in 2002 that totaled more than $900,000. Another schedule of repairs and
expenditures in 2003 totaled more than $1.2 million. The available bank records differ from
the schedules that were located, possibly because payee detail is not yet complete.
Nevertheless, cash disbursements contained in the bank records (See Tab 3) that appear to
be related to the vessel and crabbing operations total $1.53 million. Repairs to the vessel
reportedly are not complete and December 2003 file documentation states outstanding
repair invoices total $65,000. There is also a lien in excess of $60,000 for unpaid repairs.
The Temporary Receiver has been informed that MX may hold rights for crabbing
operations in Mexico and will investigate if these rights have value.

JTL Financial Group, LLC
The Temporary Receiver’s staff was able to take control of all electronic and hard copy
records at the JTL premises. Both the principal of JTL, Randall W. Harding, and the
attorney for JTL stated that all available documents and records were located at the
premises. The financial records indicate that from October 2001 through September 2003
JTL accepted in excess of $19 million from investors, returned about $5 million to investors,
and currently owes $14.3 million to about 150 investors. Except for substantial amounts due
from Randall Harding, the only assets on the balance sheet of JTL are a $95,000 investment
in digital cinema and $18.9 million due from MX. The underlying accounting entries are
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somewhat unclear and the $18.9 million receivable may include commissions and interest of
$4.1 million already received from MX.
The property manager reported that JTL was converting to a month-to-month lease
effective March 1, 2004. In an interview with the Temporary Receiver’s staff, Randall
Harding confirmed that he and the single employee were cleaning up accounting records and
he was preparing to take examinations for an insurance and securities license. He stated that
JTL did not complete any more transactions with MX since issuance of the Desist and
Refrain Order from the California Department of Corporations dated September 26, 2003.
The accounting records (Tab 4) maintained by Randall Harding and his employee document
substantial direct and indirect payments to or for the benefit of Randall Harding and his
wife. The income statement includes the following beneficial payments to Randall Harding:
•
•
•
•
•

Automobile Expense
Church Contributions
Officer Draw
Management Fee
Travel & Entertainment – Other
Total

$75,889
$414,355
$145,501
$495,302
$120,852
$1,251,899

Included in the balance sheet are several asset items that are accumulated advances for
beneficial payments to Randall Harding:
• Line of Credit
$305,970
(All except $13,500 advanced in 2003)
• Loan to Officer
$56,000
(Advanced November 2003)
• Loan to Packaging Store
$813,778
(100% owned by Randall & Alice Harding; Advanced 3/02 – 4/03)
• Loan to Harding Enterprises
$303,246
(Primarily advanced in 2003)
Total
$1,478,994
The total of beneficial payments to Randall Harding that were expensed in the income
statement and advanced on the balance sheet was $2,730,893.

BBH Resources, LLC
BBH leased two suites containing approximately 4,000 square feet of office space at 2825
Tahquitz Canyon Way, Palm Springs, California. With the exception of one office, all BBH
documents had already been removed from the premises. The Temporary Receiver located
limited documents in one office comprised of some investor files, personnel files, and bank
records for one of the BBH accounts at the Business Bank of Nevada, expense receipts and
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credit card statements. Consequently, the records obtained were fragmented, incomplete
and did not provide a clear history of financial activity or a current snapshot of financial
condition. Additionally, the investor records appear to be incomplete as to the number of
investors and the history of their transactions with BBH.
Counsel for BBH has been very cooperative and forthright with the Temporary Receiver in
disclosing the location of real property assets held by or for the benefit of the individual
defendants. Two of the properties were in escrow and scheduled to close this week. The
Temporary Receiver and counsel for BBH reached an agreement that the defense counsel,
pending further direction from the Court, would hold all proceeds of sale in trust. It is clear
that BBH checks were printed using an accounting software program, however, BBH has
not identified or otherwise provided any financial information in electronic format. The
Temporary Receiver understands that counsel for BBH is continuing his efforts to obtain
additional documents from his clients and forward them to the Temporary Receiver;
however, as of this writing the accounting data has not been provided.
The Temporary Receiver needs the complete accounting and investor electronic and hard
copy records to calculate the total money received from and paid out to investors. This
information will also allow the Temporary Receiver to calculate the liability to investors,
define the amounts of commission and fees paid to the principals, and identify the funds
invested in other enterprises. At this moment, with the available records, the liability to
investors cannot be accurately determined.
Based on a review of the limited documents available, the Temporary Receiver believes that
the business investments and assets listed under Tab 5 are held in the name of, or for the
benefit of, BBH and its principals. The Temporary Receiver does not currently have
sufficient information to ascertain all assets that may be available for repayment to investors.
The Temporary Receiver has requested additional information containing contact
information and details about the nature of the business for each of the BBH business
investments and assets listed under Tab 5 so the Temporary Receiver can assess the potential
value to the estate.
The Temporary Receiver was able to interview the principal of one of the companies and
located an agreement with a second company.
• Rm Sports, LLC is an embroidery company located in Palm Springs. BBH owns
directly and/or beneficially fifty percent (50%) of Rm Sports. According to
documents obtained by the Temporary Receiver, BBH made capital contributions of
$193,574.08 and loaned $300,000 to the company. On August 8, 2003, BBH received
a promissory note from Rm Sports for $300,000. The terms of payment under the
promissory note requires monthly installment payments of $5,000 commencing on
September 1, 2003 until paid in full. Rm Sports has failed to make all payments due
and is in default under the note.
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• Hellbound Steel, LLC (H. B. Steel) is a motorcycle fabrication company. The
Temporary Receiver contacted and interviewed the owner who confirmed receiving
in excess of $900,000.00. According to the owner, $760,000 was paid for a thirty
percent (30%) ownership interest in the business and a loan in the amont of
$200,000.00 for operating capital. The owner claims to have repaid the $200,000.00
loan. The owner also reported that he recently negotiated with Thomas
Hawkesworth and Daniel Berardi to buy back the 30% interest held by Mullet
Funding, LLC, a company affiliated with BBH. Despite the fact that Mr.
Hawkesworth and Mr. Berardi paid $760,000 for 30% of H.B. Steel, they reportedly
agreed to accept $150,000.00 for their interest in the business, although such payment
has not been made. The owner reported that the business has struggled financially
and will fail unless additional operating capital is invested in the business.
The Temporary Receiver is continuing to investigate and evaluate what value, if any, exists
for the other assets listed under Tab 5.
Respectfully Submitted,

Robb Evans
Temporary Receiver

Page 8 of 8

TAB 1

TAB 2

TAB 3

TAB 4

TAB 5

Companies & Individuals BBH Made Loans to or Purchased Equity
Jupiter Capital Management,
Inc.
American Made, Inc.
HellBound Steel, LLC
Jampac Technologies, Inc.
XROS Technologies, Inc.
Creative Wealth Marketing,
LLC

C Spot Run Entertainment, Inc.
Traffic Vendors, LLC
Greenleaf Management, Inc.
The Hellbound Company Store
Baagoo, LLC
CP Henderson
Townsend Equities, LLC
Essential Wealth
Essential Lending
Flashaccess
Global Equipment
Global Internet
Premire ICP
Premire Securities
Mullet Funding
RM Sport

Poly Finance
Universal Financial
Emery Baldry
Raging Times
Roger Bouvier
Carolyn Berardi
Desert Images
Bang & Bash
CMC

1,000.00
30% ownership
30% owned by mullet
XROS transferred its
assets to JamPac
loan

60% ownership
50% ownership
100% ownership
loan
participating loan
90% ownership
loan
Loan 1 yr note
36.5% ownerhsip
participating loan
50% ownership
20% ownership
Company never
finalized
50% ownership
50% ownership

loan
loan
loan
loan
loan
loan
loan/gave equipment to
sell
Gave furniture to sell
Gave 3 computers to sell

925,029.83
772,067.84
947,723.00 Danny has 634,464 shares
479,820.42 Tom has 634,464 shares
Value = $0.75 per share
192,053.00 - $92,053.00 from ALG.
Down payment on a
building with $75,000 of
this. Our half
517,383.85
332,595.89
60,000.00
751,000.00
560,837.50
2,000.00 10% owned by Steven H
110,000.00
50,000.00
175,000.00
143,893.08
226,887.00
200,000.00
300,000.00 Got back - 200,581.25
Lost 99,418.75 in
35,000.00
493,574.08 Sold to Randy Marquez for
$300,000 promissory note
(made only 2 payments)
439,965.00 Company Closed Down
20,851.15
5,000.00
40,000.00 Company went Bankrupt
66,667.00 Loan based on results of a
TV show
35,000.00
27,500.00 Info sheet attached
??
??
7,910,848.64

Info sheet attached

