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In the  matte r of: )
)

AGRA-TECHNOLOGIES , INC. (a /k/a  ATI), )
a Nevada corporation, )
5800 North Dodge Avenue, Bldg. A )
Flagstaff, Arizona  86004-2963;

)
WILLIAM J AY P IERS ON (a /k/a BILL )
PIERSON), )
and SANDRA LEE PIERSON (EMa  SANDY )
PIERSON), )
husband and wife , )
6710 Lynx Lane )
Flagstaff, Arizona  86004-1404; 3

RICHARD ALLEN CAMP BELL (a /k/a  DICK)
CAMP BELL), )
and SONDRA JANE CAMPBELL. )
husband and wife , )
8686 West Morten Avenue )
Glendale . Arizona 85305-3940: )

)
WILLIAM H. BAKER, JR. (a/k/a BILL )
BAKER), and PATRICIA M. BAKER, >
husband and wife, )
3027 n. Alta Vista )
Flagstaff, Arizona 86004, )

)
JERRY JOHNSTON HODGES. )
1858 Gunlock Court )
Saint George, Utah 84790-6705, )

>
LAWRENCE KEVIN P AILLE (a /k/a  LARRY )
P AILLE), )
220 Piton Woods Drive )
Sedona. Arizona 8635 l -6902; )

)
)
)

Respondents.
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I
1.

FINDINGS OF FACT

ll,

RESPONDENTS' PURPORTED ARIZONA-BASED PRECIOUS METAL
RECOVERY BUSINESS.

1 Respondents JERRY JOHNSTON HODGES, a single man (hereafter, "HODGES"), and

2 LAWRENCE KEVIN PAILLE (a /k/a  LAR.RY PAILLE), a  s ingle  ma n (he re a fte r, "PAILLE")

3 e lect to pe rmanently waive  any right to a  hearing and appea l under Articles  ll and 12 of the

4

5 Cease  And Des is t ("Order"). HODGES a nd PAILLE a dmit the  juris diction of the  Arizona

6 Corpora tion Commiss ion ("Commiss ion"); ne ithe r admit nor deny the  Findings  of Fact and

7 Conclus ions  of Law conta ined in this  Orde r; and consent to the  entry of this  Orde r by the

8 Commission for the purposes of this proceeding and any other administrative proceedings before

9 the Commission.

10

12 1. AGRA-TECHNOLOGIES, INC. (a/k/a ATI) ("AGRA") is a Nevada corporation that

13 registered to do business as a foreign corporation in Arizona on May 21, 1999. AGRA's place of

14 business is 5800 N. Dodge Ave., Bldg. A., Flagstaff, Arizona 86004. Securities issued by AGRA are

15 not registered to be offered or sold within or from Arizona.

16 2. HODGES is an individual whose residence is 1858 Gunlock Court, Saint George,

17 Utah 84790-6705. From at least July 2005 to the present, HODGES has conducted business as

18 AGRA's authorized general agent and securities salesperson.

19 3. PAILLE is  an individua l whose  res idence  is  220 Pinon Woods  Drive , Sedona ,

20 Arizona 86351-6902. From at least July 2005 to the present, PAILLE has conducted business as

21 AGRA's authorized general agent and securities salesperson.

22 4. HODGES, PAILLE a nd AGRA ma y be  re fe rre d to he re a fte r individua lly or,

23 collectively, as "RESPONDENTS" as the context requires.

24 A.

25

2 6 .
5. From J u ly 2005  to  the  p re s e n t, RES P ONDENTS  re pre s e n te d  to  o ffe re r a nd

2
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9 7.

10

11

1 2

1 3

inves tors  tha t AGRA's  bus iness  ope ra tions  a re  ba sed on precious  me ta l recove ry and production.

RES P ONDENTS  re pre s e nt tha t AGR.A owns  5 million tons  of S he e p Hill volca nic cinde rs  ne a r

Fla gs ta ff, Arizona . RES P ONDENTS  re pre se nte d tha t AGRA's  pre cious  me ta l proce s s ing fa cility

is  loca ted a t 66 Leupp Road, Flags ta ff, Arizona  86004 (the  "AGRA Plant").

Be ginning on or a bout J uly 2005 to J uly 2006, RES P ONDENTS  re pre s e nte d to

offe re r a nd inve s tors  tha t AGRA ha d a cquire d a  non-tra ditiona l, "spe cia l" na note chnology ca lle d

the  Galleon process  tha t enabled them to extract extremely ra re  and va luable  pla tinum group meta ls

from the  Sheep Hill volcanic cinders  on a  cos t e ffective  bas is .

Ac c o rd in g  to  R E S P O NDE NTS ,  th e  G a lle o n  p ro c e s s  in vo lve d  th e  u s e  o f

hydrochloric a cid, a nd "in-qua rt" pla tinum whe re by AGRA pla ce d re nte d or purcha s e d pla tinum

into a  ba tch of Ga lleon proce ssed volcanic cinde rs  in an a ttempt to extract any pla tinum tha t may

na tura lly occur in the  cinde rs . By wa y of limite d e xa mple , RES P ONDENTS  routine ly re pre se nte d

to offe re r and inves tors  through s tanda rd form solicita tion ma te ria ls  tha t:

1 4

1 5

1 6

1 7

1 8

The  compa ny [AGRA] ha s  s tudie d s e ve ra l proce s s e s  purporte d to be  ca pa ble  of
re cove ring the  pre cious  me ta ls  ide ntifie d in its  [volca nic cinde r] re source s , but only
in  th is  p a s t ye a r a s  th e  p ro c e s s  d e ve lo p e d  with  G a lle o n  Te c h n o lo g y a n d
De ve lopme nt Corp. p rove n  to  be  bo th  e c onomic a lly fe a s ib le a nd a gricultura lly
compa tible ...Agra  Te ch is  a cquiring the  te chnology pre limina rily prove n ca pa ble  of
e ffic ie n tly e xtra c ting  the  p la tinum group  me ta ls  p re s e n t a nd  ide n tifie d  in  its
comple x mine ra l re s e rve s . Th e  c o m p a n y will wo rk with  G a lle o n  to  fin ite ly
de ve lop  the  e nvironme nta lly frie ndly re cove ry proce s s e s , a nd im p le m e n t  a
commercia lly viable  proces s for the  minera l resources. (Emphasis  added)

1 9
RESPONDENTS cons is te ntly re pre se nte d to offe re r a nd inve s tors  s ince  July 2005

20

2 1
to the  present tha t the  Sheep Hill volcanic cinders  conta in rare  and va luable  precious meta ls  such as

pla tinum, gold, s ilve r, and othe r pla tinum group me ta ls  in marke table  quantitie s  sufficient to jus tify
22

the ir extraction us ing the ir purported precious  meta l recovery technologies  and expertlse  on oz (1)
23

24

25

comme rcia lly via ble , (2) comme rcia lly fe a s ible , (3) e conomica lly via ble , (4) e conomica lly fe a s ible ,

and (5) cos t e ffective  bas is  (collective ly, "cos t e ffective  bas is").

9. From a t le a s t July 2005 to Octobe r 2006, RES P ONDENTS  re pre se nte d to offe re r
26

3

8.
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10

11

12

13

14

15

a nd inve s tors  via  s ta nda rd form inve s tor s olic ita tion ma te ria ls  tha t the y would s e e  the  productive

be ne fit o f AGRA's  p re c ious  me ta l ge ne ra tion  in  the  e a rly ye a rs . In  the s e  inve s tor s o lic ita tion

m a te ria ls ,  R E S P O NDE NTS  re p re s e n te d  th a t  AG R A e xp e c te d  to  b e  c a p a b le  o f p ro d u c in g

a pproxima te ly 116 ,800  ounce s  o f p la tinum a t the  AGRA P la n t during  its  firs t ye a r o f ope ra tion

a nd, ba s e d on production e s tima te s , the y e xpe cte d to ge ne ra te  in e xce s s  of $58,000,000 in re ve nue

during its  firs t ye a r of ope ra tion.

10. F ro m  a t le a s t J u ly 2 0 0 5  to  O c to b e r 2 0 0 6 ,  R E S P O NDE NTS  s ta te d  in  in ve s to r

s olic ita tion ma te ria ls  tha t ba s e d on AGRA's  purporte d pre c ious  me ta l re cove ry te chnologie s  a nd

e xpe rtis e , AGRA e xpe c te d  to  ha ve  re ve nue s  of $232,000,000 by its  fifth  ye a r of ope ra tion , with  |

s ubs e que nt gros s  a nnua l profits  of $l00,000,000. |

l l . Thus , a ccording to  RES P ONDENTS ' re pre s e nta tions  a nd unpre ce de nte d pre c ious

me ta l p roduc tion  p ro je c tions ,  AGRA's  purporte d  Fla gs ta ff-ba s e d  p la tinum min ing  ope ra tion  is

ta n ta m o u n t to  o n e  o f th e  m o s t va lu a b le  p la tin u m  m in in g  o p e ra tio n  in  No rth  Am e ric a . The  1

unre gis te re d s e curitie s  dis cus s e d be low we re  purcha s e d by inve s tors  ba s e d on RES P ONDENTS '

mis re pre s e nta tions  tha t the y could obta in ma rke ta ble  qua ntitie s  of pre cious  me ta ls  from the  S he e p _

Hill volca nic cinde rs  on a  cos t e ffe ctive  ba s is .16

17 B. THE UNREGISTERED ORE RIGHTS & MINING AGREEMENT SECURITIES.

18

19

20

21

22

23

24

25

26

12. F ro m  a t le a s t  J u ly 2 0 0 5  to  O c to b e r 2 0 0 6 ,  R E S P O NDE NTS  o ffe re d  a n d  s o ld

unre gis te re d s e curitie s  in  the  form of inve s tme nt contra c ts  is s ue d by AGRA ca lle d Ore  Rights  &

Mining Agre e me nts  (the  "Units ") with in  a nd from Arizona .

13. Unde r* the  Unit s o lic ita tion  ma te ria ls , a n  AGRA inve s tor could  inve s t $10 ,000 to

purcha s e  a  s ingle  Unit. Ac c ord ing  to  RES P ONDENTS , e a c h  Unit re p re s e n te d  the  righ t to  the

purporte d pre cious  me ta l conta ine d in "50 tons  of pla tinum be a ring ore  for proce s s ing."

14. P urs ua nt to  mining indus try cus toms  a nd s ta nda rds , "ore " pos s e s s e s  a n e conomic

me a ning. An ore  is  a  rock or mine ra l tha t ca n be  mine d, tra ns porte d, proce s s e d a nd s old a t a  profit

u n d e r c u rre n t te c h n o lo g ic a l a n d  e c o n o m ic  c o n d itio n s ,  in c lu d in g  o ve rh e a d  c o s ts  s u c h  a s  th e

4
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1

2

cons truc tion  a nd  de ve lopme nt of a  phys ica l p la n t,  o re  e xtra c tion  a nd  tra ns porta tion ,  la bor,

inves tment s a le s  commis s ions , procurement and deve lopment of technologies , te s ting and re fining

3 cos ts . Te ns  of thous a nds  of s a mple s  of rocks  a nd othe r mine ra l ma tte r a re  s ubmitte d to a s s a y

4

5 15.

6

7

8 16.

9

10

11

12

13

14

labora torie s  annua lly, only a  fraction of them tum out to be  ore .

At a ll time s  re le va nt, RES P ONDENTS  re pre s e nte d tha t by us ing AGRAls  a lle ge d

pre cious  me ta l re cove ry te chnologie s  a nd e xpe rtis e , AGRA e xtra cte d a nd/or wa s  a ble  to e xtra ct

approxima te ly l to 13 ounces  of pla tinum from each ton of Sheep Hill volcanic cinde rs .

At a ll times  re levant, RESPONDENTS` mos t often prob ected recovery was  5 ounces

o f p la tin u m  p e r to n  o f vo lc a n ic  c in d e rs ,  o r 2 5 0  o u n c e s  o f p la tin u m  p e r Un it. Us ing  th is

unpre ce de nte d  pro je c te d  re cove ry,  RES P ONDENTS  re pe a te d ly re pre s e nte d  to  offe re r a nd

inve s tors , in pa rt, through the ir routine  dis s e mina tion of Unit s olicita tion ma te ria ls  tha t inve s tors

could re ce ive  "e xtra ordina ry" re turns  of ove r 700 pe rce nt, or $70,250, on e a ch Unit inve s tme nt

even a fte r the  deduction of AGRA's  $10,000 pe r Unit proces s ing fees . I

RES P ONDENTS ' Unit s olic ita tion ma te ria ls  fa ile d to  a de qua te ly wa rn tha t a n E17.

15

16 18.

17

18

19

20

21

22

24

25

26

inves tor might not ea rn any of the  projected profits .

RES P ONDENTS ' Unit solicita tion ma te ria ls  fa ile d to a de qua te ly dis close  the  risks

a s s ocia te d with the  Unit inve s tme nts  including, but not limite d to, the  fa ct tha t a  pote ntia l Unit I

inve s tor could lose  a ll or a  va s t portion of the ir principa l Unit inve s tme nt a mount. To the  contra ry,

in Octobe r 2005, RES P ONDENTS  re pre se nte d to offe re r a nd inve s tors  tha t a ny risks  a s socia te d l

with purcha s ing the  Units  we re , "virtua lly ze ro," a nd ha d be e n "virtua lly e limina te d." On or a bout

September ll 2006, RESPONDENTS repre sented tha t any risks  a ssocia ted with purchas ing a  Unit

ha d, "virtua lly dis a ppe a re d a t this  point." S ome  of the  purporte d inve s tme nt ris ks  dis clos e d by I

RES P ONDENTS  to offe re r a nd inve s tors  in Fe brua ry 2005 with re s pe ct to the  Unit inve s tme nts

we re : (a l the  U.S . Gove rnme nt could ta ke  control of AGRA a nd its  purporte d pre cious  me ta l

re cove ry P la nt a nd proce s se s  be ca use  of conce rns  for "na tiona l s e curity" a nd (b) a  ca ta clysmic

e ve nt such a s  a  me te or s trike  might dis rupt AGR.A's  purporte d pre cious  me ta l re cove ry bus ine ss

5

23

De cis ion No. 69899



DOCKET no. S-20484A-06-0669

I
1 operations.

I
I

2 19. RES P ONDENTS  fa ile d  to  d is c los e  to  offe re r a nd inve s tors  tha t a pproxima te ly

3

4

5 20.

6

7

8

25% of each purchased Unit was  pa id to AGRA's  genera l agents  and securities  sa les  persons , such

as  PAILLE and HODGES, a s  sa le s  commiss ions .

RES P ONDENTS  pa id s a le s  commis s ions  to the ir ge ne ra l a ge nts  a nd s e curitie s

sa le sma n, including P AILLE a nd HODGES , for the ir s a le  of the  Unit inve s tme nts  a pproxima te ly:

(a ) $629>500 in 2005; and (b) $110,000 in 2006.

21. To da te , AGRA ha s  fa ile d  to  provide  a ny re turns  to  the  Unit inve s tors . AGRA

9 origina lly promis e d to  proce s s  the  Unit inve s tors ' volca nic  c inde rs  within 12 months . Give n

10

11

12

13

AGRA's failure to produce any quantities of any precious metals from the volcanic cinders on a

cost effective basis to date, AGRA eventually caused the Unit Contracts to be changed to state that

AGRA would process the cinders within 18 months and yet later, to state that they might be

processed them within 24 months. To date, AGRA has failed to process an of the Unit investors'

volcanic cinders.14

15 22. At a ll t im e s  re le va n t, RES P ONDENTS  s o ld  hund re ds  o f thous a nds  o f Un it

16

17 23.

18

inves tments  to many inves tors  re s iding in many s ta tes , including Arizona , and abroad.

From a t le a s t J uly 2005 to Octobe r 2006, the  Unit inve s tors ' mone y re pre s e nte d

I

19 c. THE  UNR E G IS TE R E D S TO C K S E C UR ITIE S .

20 24.

21

From  a t le a s t J u ly 2005  to  Oc tobe r 2006 ,  RES P ONDENTS  o ffe re d  a nd  s o ld

I
unre gis te re d s e curitie s  in the  form of s tock is s ue d by AGRA within a nd from Arizona . P urs ua nt to

22

23

| one  pa rticula r, re pe a te d s tock offe r, e a ch U.nit inve s tor wa s  e ntitle d to purcha s e  2,000 s ha re s  of

AGRA s tock a t a  $1 .65 per share , or $3,300 tota l, for each Unit purchased. I

25.

25

24 | From July 2005 to 2006, RESPONDENTS repre sented to offe re r and inves tors  tha t

they expected the  AGRA s tock to increase  in va lue  by approxima te ly 4,900 to 9,900 pe rcent, or 50

to 100 time s  its  origina l purcha s e  price  within a  3 to 5 ye a r time  fra me . On Nove mbe r 26, 2005,26

6
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1 RESPONDENTS mis repre sented to offe re r and inves tors  tha t:

2

3

4

5

The re  a re  a bout 50,000 s ha re s  a va ila ble  a t this  time . Eve rything is  looking good
with Agra -Te ch, a nd the  s tock looks  like  a  ve ry good wa y to ge ne ra te  a  pa s s ive
income  s tre a m through divide nds . In the  3-5 ye a r time fra me , the  s tock is  e xpe cte d
to increase  in va lue  by 50 - 100 times ...$20,000 of s tock purchased today would be
worth be twe e n $lM to $2M. If 10% divide nds  a re  offe re d, you would re ce ive  a n
annua l dividend income be tween $100K and $200K per year.

6 26. RES P ONDENTS represented tha t they expected the  s tock to provide  inves tors  with

7

8

a  subs tantia l dividend income  such tha t, with enough s tock, the  dividends  gene ra ted could pay a ll

monthly living e xpe nse s . On Octobe r 31, 2005, RES P ONDENTS  mis re pre se nte d to offe re r a nd

investors  in an investor upda te  tha t:9

10

11

The  Agra -Tech s tock is  a  ve ry good dea l a t $1.65 pe r sha re  and is  poised for grea t
ca pita l ga ins  in the  ne xt fe w ye a rs ...As s uming a  50X incre a s e  in the  va lue  of the
s tock a nd 5% a nnua l divide nds , 10,000 sha re s  of Agra -Te ch S tock is  e s tima te d to
produce  $41 ,250/year of dividend income.

12

13

14

15

16

17

18

19

20

27. To da te , RES P ONDENTS  ha ve  fa ile d to pa y a ny re turns  or divide nds  to the  AGRA

s tock inves tors . To da te , the  AGRA s tock is  not re gis te re d or tra de d on a ny known s e curitie s

e xcha nge . cre a ting a  s itua tion whe re by AGRA inve s tors  do not ha ve  a  ma rke t in which the y ca n

s e ll or tra de  the ir unre gis te re d AGRA s tock inve s tme nts . RES P ONDENTS ' s tock s olic ita tion

ma te ria ls  fa il to  a de qua te ly dis c los e  the  ris ks  a s s oc ia te d with  the  AGRA s tock inve s tme nts

inc luding, but not limite d  to ,  the  fa c t tha t a  s tock inve s tor could  los e  a  va s t portion  of the ir

principa l inves tment amount and/or not make  any of the  prob ected profits .

28. To da te , RESPONDENTS have  offe red and sold thousands  of shares  of unregis te red

AGRA for te ns  of thous a nds  of dolla rs  to inve s tors  re s iding in s e ve ra l s ta te s , including Arizona ,
21

and abroad.
22

23 D. R E S P O NDE NT S '  DE T E R IR O R AT ING  F INANC IAL C O NDIT IO N AND T HE IR
UNRE G IS TE RE D BRIDG E  LO AN/S TO CK E Q UITY KICKE R S E CURITIE S .

24
1. RE S P O NDE NTS '  UNDIS CLO S E D DE S P E RATE  FINANCIAL CO NDITIO N.

25
29. In the fall of 2005, RESPONDENTS began experiencing financial difficulties due,

26

7
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1 in part, to :

A.2

3

4 B.

5

6

7

8 c.

9

10

11 30.

la

13

AGRA's  fa ilure  to  e xtra ct a ny pre cious  me ta ls  from the  S he e p Hill volca nic

cinders on a cost effective basis using any processes or technologies,

RESPONDENTS ' fa ilure  to pa y the ir inve s tors  a ny re turns  on the ir inve s tme nts ,

including any principal, prob ected profits , s tock dividends or any amount of precious

me ta ls , a nd the  inve s tors ' re sulting re lucta nce  to inve s t a dditiona l mone y in the

unregistered AGRA securities set forth herein; and

The  fact tha t AGRA's  payments  of excess ive  securitie s  sa le s  commiss ions  were

s ufficie ntly one rous  to furthe r de s troy a ny conce iva ble  e conomic via bility of

AGRA's volcanic cinder-based business operations.

In fact, RESPONDENTS' financia l s itua tion was  so dire  in October 2005 tha t they

be ga n offe ring e xis ting Unit inve s tors  a  $500 commiss ion for e a ch Unit the y could se ll to the ir

friends  or family members , in part, as  follows:

14

15

16

17

18

Through Agra-Tech we  would like  to extend a  $500 commiss ion or re fe rra l fee  for
each new $10,000 Ore  Mining Unit you bring into Agra-Tech. Yes , this  means  tha t
you will re ce ive  $500 US  for e a ch ne w unit you se ll. This  offe r is  good from this
da te , October 7, 2005, forward and doesn't cover anything in the  pas t. So ge t out
the re  a nd ma ke  yours e lf s ome  e xtra  mone y a nd a ls o he lp Agra -Te ch ge t into
production sooner. Ge tting into production soone r a lso me a ns  la youts  will a lso
happen sooner. If you need he lp with the  sa le  (contracts , sa les , materia l, persona l
support, e tc.) we  [HODGES & PAILLE] will be  glad to work with you.

I

19

20

21

31. Thus, a t a ll times re levant, and unbeknownst to actual or potentia l AGRA investors ,

RESPONDENTS' frequently described their money problems amongst themselves as follows:

In a n April 18, 2006 e -ma il to AGRA office rs  a nd dire ctors , P AILLE s ta te d hisA.

22 conce rne d be lie f tha t RES P ONDENTS ', "ca s h flow is s ue s  a re  hinde ring pla nt

23 ra mp-up," a nd tha t if RES P ONDENTS  did not "ge t [inve s tor] funds  from

24 some whe re  soon," AGRA inve s tors  would be come  more  re s tle s s  a nd PAILLE's

25

26

ability to se ll additiona l AGRA securitie s  to them would "come  to a  grinding ha lt."

PAILLE added that he  was "very concerned" about his  own AGRA investments due

8
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B.

c.

D.

E.

F.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

G.

to the  inves tor "cash flow re la ted issues" tha t could "make  a lready ne rvous  inves tors

go into orbit."

In a n April 21, 2006 e -ma il to P AILLE, a n AGRA office r a nd dire ctor a dmitte d tha t

RESPONDENTS we re  inve s tor "ca sh poor."

In a n April 25, 2006 e -ma il to a n AGRA office r a nd dire ctor, HODGES  s ta te d tha t

a lthough he  unde rs tood tha t RESPONDENTS were  in an inves tor "money crunch,"

he  de s ire d to know why he  ha d not ye t re ce ive d a  s che dule d re turn on one  of his

AGRA inve s tme nts . Due  to a  la ck of re turns  to AGRA inve s tors , HODGES  a ls o

note d tha t, "I know a  fe w inve s tors  tha t a re  ta lking a bout going to  the  Arizona

Attorney Genera l and as  you we ll know this  would be  super bad."

In a  Ma y 6, 2006 e -ma il to AGRA office rs  a nd dire ctors , P AILLE a cknowle dge d

the  fa ct tha t RES P ONDENTS  ne e de d inve s tor mone y "NOW!," a nd tha t the  Unit

contra ct inve s tors  we re  unha ppy with the  la ck of re turns  on the ir inve s tme nts .

P AILLE a lso s ta te d tha t "ge tting funds  rolling in," wa s  "time  critica l is sue ."

In a  June  15, 2006 e -ma il to P AILLE, a n AGRA office r a nd dire ctor a cknowle dge d

tha t RESPONDENTS "badly" needed inves tor money and tha t he  somehow needed

to, "replenish the  cash tank."

On or a bout J uly ll, 2006, HODGES  note d in a n e -ma il to P AILLE tha t the  mone y

the y obta ine d for the  s a le  of a  block of AGRA s ha re s , "will only s low down the

[fina ncia l] ble e ding but won't ke e p me  from going down with the  ship."

In April a nd J une  of 2006, P AILLE s e nt e -ma ils  to a n AGRA office r a nd dire ctor

noting tha t an AGRA inves tor had not been pa id he r promised monthly profits  for a t

lea s t 2 months , and inquired about the  s ta tus  of RESPONDENTS' "funding issues ."

P AILLE a dde d tha t, "word is  ge tting out tha t Agra -Te ch is  in s e rious  trouble ," tha t

he  wa s  willing to a llow RES P ONDENTS  to use  $264,000 of his  AGRA inve s tme nt

money "for opera ting expenses ."

9
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1 H.

3 I.

4

5

6

In  a  S e p te m b e r 2 0 ,  2 0 0 6  e -m a il to  P AILLE ,  a n  AG R A o ffic e r a n d  d ire c to r

a cknowle dge d RES P ONDENTS ' s o-ca lle d "s cra mble  for the  mone y."

In a n Octobe r 8, 2006 e -ma il to a n e xis ting AGRA inve s tor, P AILLE s ta te d, "Wha t

ATI needs  right now is  bridge  loan funds , but I s us pect you a re  taped out."

In a  J uly 14, 2006 le tte r to HODGES , a n AGRA office r a nd dire ctor s ta te d tha t, "As

you know, we  have  been s hort of working capita l for s eve ra l months ."

7 2. THE  UNR E G IS TE R E D B R IDG E  LO AN S E C UR ITIE S .

32.

9

10

11 33.

12

13

14

15

16

17 B.

18

19

20

21

22

23

24

25

26

Due  in pa rtlto the ir undis clos e d de te riora ting fina ncia l condition, RES P ONDENTS

offe re d a nd s old unre gis te re d, a nd uns e cure d "bridge  loa n" inve s tme nts  within a nd from Arizona

from a t le a s t the  fa ll of 2005 to approxima te ly Octobe r 2006 (the  "Bridge  Loan Inves tments ").

The  te rms  a nd conditions  of the  Bridge  Loa n Inve s tme nts  va rie d a ccording to

RES P ONDENTS ' ne e d for ope ra ting ca pita l/inve s tor mone y. For ins ta nce  a nd, without limita tion,

RES P ONDENTS ' offe re d the  following Bridge  Loa n inve s tme nt pa cka ge s :

. P urs ua nt a  S e pte mbe r 7, 2006 offe r, AGRA would pa y the  inve s tor 10%

annua l inte re s t on the  minimum of a  $ l 00,000 inves tment amount for a  minimum of

90 days , plus  one  common s hare  of AGRA s tock for each dolla r of the  inves tment.

P urs ua nt to a  J uly 10, 2006 offe r, AGRA would pa y die  inve s tor 9% a nnua l

in te re s t with  the  te rm of the  inve s tme nt be ing 90 da ys  for le s s  tha n $100,000

inve s tme nt, or 180 da ys  for $100,000 a nd up. In  a ddition tithe  inte re s t,  AGRA

would pa y the  inve s tor one  s ha re  for e ve ry two dolla rs  inve s te d. In  lie u  o f 9 %

inte re s t pa yme nts ,  AGRA would  pa y the  inve s tor a n  a dditiona l 20% in  AGRA

s tock, "EX: $50,000 loa n / 0% / 30,000 s ha re s ." If the  inve s tor in  th is  type  of

Bridge  Loa n inve s tme nt inve s te d $50,000 for a  te rm of 90 da ys , a nd the  inve s tor

e le cte d to ta ke  a dditiona l AGRA s tock in lie u of 9% inte re s t, he  or s he  would only

pay $.04 for each of the ir 30,000 shares  of s tock.

In one  ins ta nce , a n inve s tor inve s te d $10,000 in a  90 da y Bridge  Loa n Inve s tme nt 134.

10
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1 for 20,000 s ha re s  of AGRA s tock with no inte re s t. Thus , this  inve s tor e ffe ctive ly pa id only $.02

2 for e a ch sha re  of AGRA s tock. This  lowe r price  for AGRA s tock to Bridge  Loa n inve s tors  furthe r

demonstra tes  RESPONDENTS' extremely despera te  need for opera ting capita l.

35. RES P ONDENTS ' Bridge  Loa n Inve s tme nt s olicita tion ma te ria ls  fa il to a de qua te ly

disclose  to offe re r a nd inve s tors  tha t AGRA ha s  not, to da te , pa id a ny divide nds  or othe r re turns

RES P ONDENTS  ha ve  offe re d a nd sold te ns  of thousa nds  of dolla rs  of the  Bridge

Loan inves tments  to many inves tors .

e quity option.

37.

3

4

5

6 to the ir AGRA s tock inve s tors .

7 36. RES P ONDENTS ' Bridge  Loa n inve s tme nt offe ring ma te ria ls  fa il to  a de qua te ly

8 dis clos e  to  offe re r a nd 'inve s tors  of a ny ris ks  a s s ocia te d with  the  Bridge  Loa n Inve s tme nts

9 including, but not limited to, the  fact tha t a  potentia l Bridge  Loan inves tor could lose  a  va s t portion

10 . of the ir principa l Bridge  Loa n Inve s tme nt a nd/or not ma ke  a ny profits , e spe cia lly if the y chose  the

1 3

14 E.

1 5

1 6

17 38. From a t le a s t July 2005 to Octobe r 2006, RES P ONDENTS ' Unit offe ring ma te ria ls

lg included picture s  of pla tinum ba rs . RESPONDENTS have  a lso shown offe re r and inves tors  during

19 AGRA P la nt tours  a s s a y re s ults  tha t re fle ct the  purporte d fa ct tha t the  volca nic cinde rs  conta in

20 pla tinum tha t can be  extracted from the  volcanic cinders  on a  cos t e ffective  bas is . RESPONDENTS

21 also showed offe re r and investors  during AGRA Plant tours  filte rs  used during the ir precious  meta ls

22 re cove ry proce s s  tha t a lle ge dly conta ine d pre cious  me ta l e xtra cte d from the  volca nic cinde rs .

23 39. Unbe knowns t to  offe re r a nd inve s tors , the  pla tinum ba rs  dis pla ye d in  the  Unit

24 offe ring ma te ria ls  were  not crea ted from pla tinum extracted by AGRA from the  Sheep Hill volcanic

25 cinders . S imila rly, the  pos itive  a s sa y re sults  a nd purporte d pla tinum conta ining filte rs  we re  not

26 de rive d from pla tinum or othe r pre cious  me ta ls  e xtra cte d from the  volca nic cinde rs , Ra the r, the

I

MIS R E P R E S E NTATIO NS  AND O MIS S IO NS  R E G AR DING  AG R A' S  ALLE G E D
AB ILITY TO  E XTR AC T MAR KE TAB LE  Q UANTITIE S  O F  P R E C IO US  ME TALS
FROM THE  VOLCANIC CINDE RS  ON A COS T E FFE CTIVE  BAS IS .
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1

2

3

4

5 40.

6

7

8

9

10

pla tinum bars  dis played in the  Unit offe ring mate ria ls  were  purchas ed, leas ed or borrowed from third

pa rtie s . Furthe rmore , the  pos itive  a s s a y re s ults  a nd the  purporte d pre cious  me ta l conta ine d in the

filte rs  re s ulte d from in-qua rt pre cious  me ta l ma te ria l a rtificia lly pla ce d by AGRA in ba tche s  we t or

acid processed cinders  (i.e ., Galleon process , etc.).

De s pite  RES P ONDENTS ' re pre s e nta tions  to offe re r a nd inve s tors  to the  contra ry,

volca nic cinde rs  loca te d in Arizona  ha ve  a  low unit va lue  a nd a re  not known to conta in pre cious

me ta ls  in quantitie s  above  the ir ave rage  crus ta l abundance . For ins tance , pla tinum is  an extreme ly

ra re  me ta l, occurring a s  only 5 ppb (pa rts  pe r billion) in the  Ea rth's  crus t. In the  s outhwe s t Unite d

S ta te s  in pa rticula r, volca nic cinde rs  a re  mos tly us e d a s  lightwe ight a ggre ga te  to cre a te  cinde r

blocks . In northe rn Arizona  in pa rticula r, volca nic cinde rs  a re  prima rily us e d for roa d s urfa ce s

and/or land E11 materia l.

12 41.

13

14

15

16

17

18

19

The  only origina l produce r of pla tinum a nd re la te d pla tinum group me ta ls , s uch a s

pa lla dium, in the  Unite d S ta te s  is  the  S tillwa te r Mining Compa ny in Monta na . The  only othe r

ma jor, origina l produce rs  of pla tinum in the  word a re  found in S outh Ame rica  a nd Rus s ia . The s e

produce rs  of pla tinum and pla tinum group me ta ls  us e  a  s me lting proces s  and high grade  pla tinum

ore , a s  oppos e d to the  va rious  te clmologie s /proce s s e s  a pplie d by RES P ONDENTS  to the  S he e p

Hill volca nic  c inde rs . Volcanic cinde rs  and a lleged s pecia l mining technologie s  have  formed the

ba s is  for s e ve ra l min ing  s ca ms  ba s e d  on  a lle ga tions  tha t p la tinum, gold  a nd  s ilve r ca n  be

economica lly extracted from volcanic cinde rs .

20 1. THE  S O -CALLE D G ALLE O N P RO CE S S .

21 42.

22

23

||
25 43.

26

Unbe knowns t to AGRA inve s tors , the  Ga lle on proce s s  not only prove d ine ffe ctive

a t e xtra cting a ny pre cious  me ta ls  from the  S he e p Hill volca nic cinde rs , but AGRA wa s  a ctua lly

una ble  to re trie ve  a ll of the ir in-qua rte d pla tinum, pla tinum a rtificia lly a dde d to ba tche s  of Ga lle on

proces sed cinders , resulting in a  ne t los s  of the  pla tinum.

Contra ry to the  myria d of re pre s e nta tions  s e t forth in the  Unit s olicita tion ma te ria ls ,

a n AGRA office r a nd dire ctor a dmitte d in a  Fe brua ry 3, 2006 le tte r to P AILLE a nd HODGES , a nd

12

24
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1

2

3

4

again on April 20, 2005 with respect to the so-called Galleon process that, "we bought an immature

technology...We did not know what we would be capable of producing, and we still don't...Wil1

we produce pt [platinum] at levels meeting everyone's expectations, I seriously doubt it, but I

cannot say for certain."

44.5

6

7

8

9

On J une  30 , 2006, a  forme r AGRA office r a nd d ire ctor file d  a  ve rifie d  c ivil

compla int aga ins t AGRA in Maricopa  County Superior Court, CV2006-009755 (the  "CAMPBELL

La ws uit"). Among othe r things , the  CAMPBELL La wsuit include s  a  cla im a ga ins t AGRA for

s e curitie s  fra ud  ba s e d  in  pa rt on  the  a lle ga tion  tha t the  Ga lle on  te chnology with  which

RESPONDENTS used to se ll the  majority of the  AGRA Units  and s tock, "is  ineffective  to recover

1 0 pla tinum from volcanic cinders ."

1 1 45.

1 2

1 3

1 4

1 5

1 6

RES P ONDENTS  fa ile d to time ly inform the  AGR.A inve s tors  tha t the  fa nne r

office r and director had filed suit aga ins t AGRA for securitie s  fraud. Ra the r, a t a ll times  re levant,

the y me re ly informe d inve s tors  of AGRA's  counte rcla ims  a ga ins t the  forme r AGRA office r a nd

director. On this  point, a n AGRA office r a nd dire ctor a dmitte d in a  J uly 14, 2006 le tte r to

HODGES  tha t the  forme r AGRA office r a nd dire ctor ha d, "le ft the  Compa ny, unde r le s s  tha n

favorable  circumstances" and tha t, "I can not [s ic] provide  you with any other de ta ils  a t this  time ,

1 7 a nd I would a s k tha t you cons ide r with whom a nd how you s ha re  this  informa tion. I am not

1 8 seeking to make this  public information.

46.

as
of

1 9 RESPONDENTS a lso did not a ctua lly e xpre s s ly inform the ir inve s tors  in writing

20

2 1

22

23

24

tha t the  Ga lle on proce ss  did not work, a nd could ne ve r work a s  e xpre ss ly a cknowle dge d by a

former AGRA officer and director. Ra ther, they skirted the  issue , and mere ly informed the  AGRA

investors  via  an Investor Update  in July 2005 tha t the  Galleon process  had been put on the  back

burner, conceivably for use and development at a later date.

47. Thus , HODGES  a nd P AILLE continue d to is s ue  to offe re r a nd inve s tors  the

25

26

s ta nda rd form  Unit s olic ita tion, 2-pocke t glos s y brochure s  title d "P re cious  Me ta l Re cove ry P roje ct,

2003" a nd  "Com pa ny Inve s tm e n t P ro file ,  2002 ," wh ic h  una m biguous ly s ta te d  tha t the  G a lle on

13
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1

2

proce s s  e na ble d AGRA to obta in pre cious  me ta ls  from the  volca nic cinde rs  on a  cos t e ffe ctive

bas is  until the  Commiss ion's  origina l October 18, 2006 Tempora ry Order to Cease  and Desis t.

3 2. THE  S O-CALLE D KMH P ROCE S S .

4 48. RES P ONDENTS  a ba ndone d  the  a dmitte d ly fa ile d  Ga lle on  p roce s s  in  2005 .

5

6

7

8

10

11

1 2

Th e re a fte r,  a n d  in  a n  e ffo rt to  co lle c t a d d itio n a l mo n e y fro m e xis tin g  o r n e w in ve s to rs ,

RES P ONDENTS  re pre s e nte d to offe re r a nd inve s tors  tha t AGRA ha d de ve lope d or a cquire d

o th e r p re c io u s  me ta l re co ve ry te ch n o lo g ie s  (s o me time s  re fe rre d  to  a s  th e ,  "P u rp o rte d

Te cltnologie s "). The  P urporte d Te chnologie s  include d, without limita tion, a  low te mpe ra ture

9 I fus ion (LTF) ve rs ion of a  Gill-Wa s  proce s s  a nd a  KMH (Ka la ha ri Mining Holdings ) proce s s .

49. AGRA prima rily focus e d its  e fforts  on the  KMH proce s s  a fte r the  fa ilure  of the

Ga lleon process . RES P ONDENTS  re pre s e nte d tha t by us ing the  KMH proce s s , AGRA could

e xtra ct ma rke ta ble  qua ntitie s  of not only pla tinum from the  cinde rs , but gold a nd s ilve r a s  we ll.

Without limita tion, RESPONDENTS mis re pre se nte d to offe re r a nd inve s tors  on or a bout Octobe r

1 4 2, 2005 tha t:

1 5

16

17

1 8

This  is  whe re  the  excitement begins !!! S ince  day one , pla tinum has  been the  focus
with the  Ga lle on proce ss , but s ince  Agra -Te ch ha s  cha nge d ove r to the  ne w KMH
proce s s , the y ha ve  be e n a ble  to ge t gold a nd s ilve r from the  s a me  ore . With the
KMH proce s s , Agra -Te ch wa s  initia lly a ble  to e xtra ct pla tinum a t a bout the  s a me
le ve l a s  the  Ga lle on proce ss  but the n re a lize d tha t by running a  fe w more  proce ss
s teps , they were  able  to not only ge t pla tinum, but a lso gold and s ilve r.

1 9 50. Without limita tion, RES P ONDENTS  re pre s e nte d to offe re r a nd inve s tors  on or

20 a bout Octobe r 6, 2005, tha t, "Agra -Te ch ha s  the  KMH proce ss  curre ntly working incre dibly we ll in

6 ton ba tche s . The  mos t a s tonishing pa n is  the y a re  now a ble  to e xtra ct more  tha n jus t P la tinum.

How about Gold, S ilve r and P la tinum! ! l"22

23 I 51.

24

25

Approxima te ly 9  rondos  a fte r re pre s e n ting  the  via b ility o f the  KMH proce s s ,

RES P ONDENTS  a dmitte d to offe re r a nd inve s tors  on or a bout J uly 14, 2006 tha t, "[t]e s t work

wa s  done  with this  proce s s , but the  e nd re s ult wa s  tha t it did not live  up to the  cla ims  ma de  by

KMH and tha t process  a lso had to be  scrapped."26
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1 52.

2

3

4

Unbe knowns t to  RES P ONDENTS ' inve s tors  for ma ny months , AGR.A file d  a

la wsuit a ga ins t KMH on Fe brua ry 28, 2006 in Coconino County, Arizona  S upe rior Court, in pa rt,

for fraud and negligent misrepresenta tion. S e e , Agra  v. Ka la ha ri Mine ra l Holdings , Ltd, Coconino

County Superior Court, CV2006-0140 (he rea fte r,"Agra  v. KMI-1").

5 AGRA'S OTHER PURPORTED PRECIOUS METAL GENERATING
TECHNOLOGIES.
3.

6

53.
7

8

9

1 0

11
54.

1 2

1 3

At a ll times  re levant, RESPONDENTS issued thousands  of inves tment solicita tions ,

often conta ined in "Inves tor Upda te s ," to offe re r and inves tors . These  Inves tor Upda te s  conta ined

mis leading representa tions , a s  noted in pa rt above , tha t AGRA had extracted, or was  on the  ve rge

of extracting, marke table  quantitie s  of precious  me ta ls , on a  cos t e ffective  bas is , from the  volcanic

cinders  using the  Purported Technologies .

Mos t re ce ntly, RES P ONDENTS  re pre se nte d to offe re r a nd inve s tors  tha t AGRA is

currently deve loping three  processes  to extract precious  meta ls  from the  volcanic cinders  including:

(a ) an Extended Chemica l Leach process  with a  45 day reaction time , requiring no precious  me ta l
1 4

1 5
in-qua rt, tha t a llegedly produces  seve ra l ounces  of pla tinum pe r ton of volcanic cinde rs , plus  gold

a nd s ilve r on s ma ll s ca le  production runs ; (b) a n AJ  proce s s na me d a fte r Alvin J ohns on tha t
1 6

1 7

1 8

re quire s  pla tinum in-qua rt a nd a lle ge dly produce s  se ve ra l ounce s  of pla tinum pe r ton of volca nic

cinde rs , and (c) a  process  in which a  3" pa rty uses  a  furnace  in an a ttempt to extract pla tinum from

I a  ba tch of AGRA we t-processed volcanic cinde rs .
19

55.
20

P urs ua nt to s cie ntific a nd indus try a cce pte d pre cious  me ta l mining a nd re cove ry

cus toms  a nd s ta nda rds , RES P ONDENTS  ca nnot e xtra ct ma rke ta ble  qua ntitie s  of a ny pre cious
21

22
56.

23

meta ls  from the  Sheep Hill volcanic cinders  on a  cos t e ffective  bas is .

To da te , AGRA has  not processed any of the  volcanic cinde rs  purchased by any of

the  Unit inve s tors . To da te , AGRA ha s  not cha rge d the  Unit inve s tors  a ny mone y for proce s s ing

25
the ir volcanic cinde rs .

57. To da te , AGRA ha s  not e xtra cte d a ny ma rke ta ble  qua ntitie s  of pla tinum or othe r
26

1 5
69899
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1
1

2

3

4

5 59.

6

7

8 60.

I

pre cious  me ta ls , such a s  gold a nd s ilve r, from the  She e p Hill volca nic cinde rs  us ing a ny pre cious

meta l recovery technology or expertise .

58. To da te , AGRA ha s  not ge ne ra te d a  profit from the  production a nd s a le  of a ny

precious  me ta ls  extracted from the  Sheep Hill volcanic cinde rs .

To da te , AGRA has  not pa id any money to the  Unit, s tock, Bridge  Loan or P la tinum

Renta l Agreement investors  genera ted from the  production and/or sa le  of precious  meta ls  extracted

from the  Sheep Hill volcanic cinde rs .

To da te , RES P ONDENTS  ha ve  not provide d a ny a ctua l pre cious  me ta ls , such a s

pla tinum, gold or s ilve r, to  the ir inve s tors  tha t we re  e xtra cte d by AGRA from the  S he e p Hill

volcanic cinde rs .10
I

61. From J uly 2005 to  the  pre s e nt, RES P ONDENTS ' prima ry s ource  of ope ra ting

capita l has  been investor money.

1 3 G. PAILLE AND HODGES GENERAL AGENT AND SECURITY SALESMAN
DUTIES.

1 4

1 5
62. From J uly 2005 to the  pre s e nt, HODGES , a s  a n a uthorize d AGRA ge ne ra l a ge nt i

1 6
O

and securities salesman, regularly:

Offered and sold AGRA Units and stock securities within and from Arizona onA.

1 8

1 7

be ha lf of AGRA.

.
II

B.
1 9

Accepted possess ion of AGRA investor money, and forwarded the  same to AGRA.

Ass is ted inves tors  with the  comple tion of the ir AGRA inves tment documents .
20

D. a nd ma inta ine d de ta ile d da ta ba s e s  a nd
21

22

I

I

23

Prepared m a s te r file s  o f a ll AG R A

inve s tme nts  a nd AGRA inve s tor informa tion on be ha lf of AGRA, including ha rd

copy and e -ma il communica tions  to and from inves tors , gene ra ted both be fore  July

2005 and thereafter.
24

E. Forwarded comple ted inves tor subscription or inves tment ma te ria ls  to AGRA.

26
Arra nge d fa ce -to-fa ce  inve s tor me e tings with  AGRA office rs  a nd d ire ctors  a nd

1 6
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1

2

tours  of the  AGRA Plant, including the  a rrangement of specia l loca l hote l discounts ,

Communica te d with AGRA's  office rs , dire ctors  a nd e mploye e s  a nd vis ite d the

AGRA P la nt a nd fa cilitie s  to obta in fina ncia l. inve s tme nt a nd AGRA P la nt s ta tus3

4 a nd pre cious  me ta l re cove ry informa tion for us e  in the  offe r a nd s a le  of AGRA

securitie s :5

6

7

8

9

1 0

11

1 2

13

1 4

1 5

1 6

1 7

Dra fte d a nd dis tribute d to offe re r a nd inve s tors  inve s tor upda te s  a nd s olicita tion

ma te ria ls  (the , "AGRA Inve s to r Upda te s ") on  be ha lf o f AGRA, on  a n  a lmos t

mon th ly ba s is ,  via  U.S . ma il a nd  e -ma il,  tha t inc lude d : (l) pu rpo rte d  AGRA

pre cious  me ta l re cove ry a nd ins titutiona l inve s tor s ta tus  informa tion, (2) purporte d

pre cious  me ta l yie ld a nd inve s tor profit proje ctions , ofte n in de ta ile d, spre a dshe e t

form, (3) inve s tor notice s ; (4) proje cte d inve s tme nt pa yout da te s , (5) que s tion a nd

a ns we r s e ctions  re la ting to the  ma jority of ma te ria l AGRA bus ine s s  a nd inve s tor

is s ue s , (6) upda te s  on  the  s ta tus  of AGRA's  a cquis ition  a nd  de ve lopme nt of

purporte d pre cious  me ta l re cove ry proce s s e s  a nd te chnologie s , (6) s ha re holde r

mee tings , and (7) current AGRA inves tment prices  and opportunitie s .

Obse rved AGRA a ttempt to obta in precious  me ta ls  from the  volcanic cinde rs  a t the

AGRA P la nt to re port such work to AGRA inve s tors  on be ha lf of AGRA.

1 8 Answered and responded to AGRA investor questions and concerns.

1 9 Communica ted investor questions  and concerns  to AGRA.

20 63. From J uly 2005 to the  pre s e nt, P AILLE, a s  a n a uthorize d AGRA ge ne ra l a ge nt a nd

2 1

22

securities  sa lesman, regula rly:

Offe re d a nd s old AGRA Units , s tock, a nd Bridge  Loa n s e curitie s  within a nd fromA.

23 Arizona  on be ha lf of AGRA.

24

25

Accepted possess ion of AGRA investor money, and forwarded the  same to AGRA

Assis ted inves tors  with the  comple tion of the ir AGRA inves tment documents .

26 P re pa re d  a nd  ma in ta ine d  de ta ile d  da ta ba s e s  a nd  ma s te r File s  o f a ll AGRA

1 7

1.

K.

J .

H.

B.

D.

c.

G.
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1

2

inve s tme nts  a nd AGRA inve s tor informa tion on be ha lf of AGRA, including ha rd

copy and e -ma il communica tions  to and from inves tors , gene ra ted both be fore  July

2005 and thereafter.3

4 E.

5 F.

6

7 G.

Forwarded comple ted inves tor subscription or inves tment ma te ria ls  to AGRA.

Arra nge d fa ce -to-fa ce  inve s tor me e tings  with AGRA office rs  a nd dire ctors  a nd

tours  of the  AGRA Plant, including the  a rrangement of specia l loca l hote l discounts ;

Communica te d with AGRA's  office rs , dire ctors  a nd e mploye e s  a nd vis ite d the

8 AGRA P la nt a nd fa cilitie s  to obta in fina ncia l, inve s tme nt a nd AGRA P la nt s ta tus

9

10

12

1 4

I
1 5

16

17

18

19

20

21

22

a nd pre c ious  me ta l re cove ry informa tion for us e  in the  offe r a nd s a le  of AGRA

s ecuritie s ,

Dra fte d a nd dis tribute d to offe re r a nd inve s tors  inve s tor upda te s  a nd s olicita tion

m a te ria ls  (the ,  "AGRA Inve s to r Upda te s ") on  be ha lf o f AGRA, on  a n  a lm os t

m onth ly ba s is ,  via  U.S .  m a il a nd  e -m a il,  tha t inc lude d : (1 ) purporte d  AGR.A

pre cious  me ta l re cove ry a nd ins titutiona l inve s tor s ta tus  informa tion, (2) purporte d

pre cious  me ta l yie ld a nd inve s tor profit proje ctions , ofte n in de ta ile d, s pre a ds he e t

form; (3) inve s tor notice s , (4) proje cte d inve s tme nt pa yout da te s , (5) que s tion a nd

a ns we r s e ctions  re la ting to the  ma jority of ma te ria l AGRA bus ine s s  a nd inve s tor

is s ue s ,  (6 ) upda te s  on  the  s ta tus  o f AGRA's  a cquis ition  a nd  de ve lopme nt o f

purporte d pre cious  me ta l re cove ry proce s s e s  a nd te chnologie s , (6) s ha re holde r

mee tings , and (7) current AGRA inves tment prices  and opportunitie s .

Obs e rved AGRA a ttempt to obta in precious  me ta ls  from the  volcanic cinde rs  a t the

AGRA P la nt to re port s uch work to AGRA inve s tors  on be ha lf of AGRA.

J .

24 K.

25 64.

26

Answered and responded to AGRA inves tor ques tions  and concerns .

Communica ted inves tor ques tions  and concerns  to AGRA.

For purpos e s  of this  Orde r, the  a ctions  a nd conduct of HODGES  a nd P AILLE a re

ta nta mount to the  a ctions  a nd conduct of AGRA. All of HODGES ' a nd P AILLE's  ge ne ra l a ge nt

18

23

13

1.

H.
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l a nd se curitie s  s a le sma n dutie s  s e t forth he re in we re  ca nte d out with AGRA's  full knowle dge  a nd

2 conse nt, a nd AGRA e xpre s s ly ra tifie d the  sa me . AGRA inve s tors  fe lt tha t communica ting a nd

3 de a ling with HODGES  a nd P AILLE wa s  ta nta motmt to communica ting a nd de a ling with AGRA

4 its e lf. AGRA's  office rs  a nd dire ctors  a pprove d a nd comme nte d on a ll of the  AGRA Inve s tor

5 Upda te s  a nd AGRA inve s tme nt solicita tion ma te ria ls  routine ly is sue d to offe re r a nd inve s tors  by

6 HODGES  a nd P AILLE on be ha lf of AGRA.

7 65. HODGES ' a nd  P AlLLE 's  ge ne ra l a ge n t a nd  s e cu ritie s  s a le s ma n  du tie s  a nd

8 re s pons ibilitie s  we re  docume nte d by RES P ONDENTS  in writte n contra cts , a nd by the ir ra tifie d

9 conduct a s  s e t forth  he re in . AGRA's  o ffice rs  a nd  d ire ctors  rou tine ly comme nte d  on  how

10 e xce lle ntly HODGES  a nd P AILLE ca rrie d out the ir AGRA ge ne ra l a ge nt a nd se curitie s  s a le sma n

re spons ibilitie s  on be ha lf of AGRA.

HO DG E S '  AND P AILLE ' S  S ALE S  CO MMIS S IO NS  AND CO MP E NS ATIO N, AND
THE IR O WN AG R.A INVE S TME NTS .

1. HO DG E S '  AND P AILLE ' S  G E NE R AL AG E NT AND S E C UR ITIE S
S ALE S MAN CO MMIS S IO NS  AND CO MP E NS ATIO N.

11

12 H.
13

1 4

15 66.

16 AGRA Units .

67.

HODGES  a nd P AILLE e a ch re ce ive d $125,125 in commis s ions  for the ir s a le  of

17 ' HODGES  a nd P AILLE e a ch re ce ive d $135,988.79 in  commis s ions  for s e lling

18 AGRA s tock pe rsona lly owned and he ld by AGRA founders , office rs  and directors .

19 68. HODGES  re ce ive d $11,000 in  commis s ions  for loca ting Unit inve s tors  for the

20 previous  AGRA gene ra l agent and securitie s  sa le sman. PAILLE rece ived $26,500 in commiss ions

21 for loca ting Unit inves tors  for the  previous  AGRA genera l agent and securitie s  sa lesman.

22 69. Ba s e d on the  fore going, HODGES  e a rne d compe ns a tion for his  AGRA ge ne ra l

23 a ge nt a nd s e curitie s  s a le s ma n

24 Compensa tion").

25 70.

26

work discussed above totaling $272,113.79 ("HODGES'

Based on the  foregoing, PAILLE ea rned compensa tion for his  AGRA gene ra l agent

and securitie s  sa lesman work discussed above  tota ling $287,613.79 ( "PAILLE's  Compensa tion").

19
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2. HODGES' AND PAILLES' OWN PERSONAL AGRA INVESMENTS
AND LOANS.

73. HODGES paid $66,000 for 40,000 shares of AGRA stock. PAILLE paid $39,600

for 24,000 shares of AGRA stock.

74. PAILLE paid $264,000 for a Platinum Rental Agreement investment. AGRA has

repaid PAILLE a total of $52,905.60 on this investment, which leaves a balance for this investment

for the purposes of this ORDER of $211,094.40.

75. HODGES loaned AGR.A $395,000 because of AGRA's deteriorating financial

condition discussed above. AGRA has repaid HODGES a total of $11,601.24 on this loan, which

leaves a balance for this loan for the purposes of this ORDER of $383,398.76. l

76. PAILLE loaned AGRA $40,000 because of AGRA's deter iorating financial

condition discussed above. AGRA has repaid PAILLE $20,000 on this loan, leaving a balance for

the purposes of this ORDER of $20,000.

77. Based on the foregoing, I-IODGES' personal, out-of-pocket AGRA investments, and I

outstanding loan to AGRA total $819,398.76 ("HODGES' Investments").

78 Based on the foregoing, PAILLE's personal AGRA investments and outstanding

loan to AGRA total $470,694.40 ("PAILLE's Investments"). .

11.

CONCLUSIONS OF LAW

1

2
3 71. HODGES and PAILLE began their relationship with AGRA as individual investors

4 | from 2003 to 2005. When the previous AGRA general agent and securities salesman died, AGRA

5 asked HODGES and PAILLE to completely take over and expand on his general agent and

6 securities. They did, as discussed above.

7 72. HODGES paid $370,000 for 37 Agra Units. PAILLE paid $200,000 for 20 AGR.A

8 ' Units.

9

1 0

11

1 2

1 3

1 4 I

1 5

16

17

1 8

1 9

2 0

2 1

22

23

24

25

26
1 . The Commission has jurisdiction over this matter pursuant to Article XV of the

I

20
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] Arizona  Cons titution and the  Securitie s  Act.

2 HODGES  a nd P AILLE offe re d or sold s e curitie s  within or from Arizona . within the

3

4 3.

5

6

7

8

9

1 0

11

1 2

tha t were  ne ithe r regis te red nor exempt from regis tra tion.

while  ne ither regis te red as  dea lers  or sa lesmen nor exempt from regis tra tion.

1991 Hy. (a ) e mploying a  de vice , s che me  or a rtifice  to de fra ud, (b) ma king untrue  s ta te me nts  or

mis le a ding omis s ions  of ma te ria l fa cts : a nd (c) e nga ging in tra nsa ctions , pra ctice s  or course s  of

business  which opera ted as a  fraud or de ce it. HODGES ' a nd P AILLE's  conduct during this  time

frame included the  following:

1 3 A.

1 4

1 5

Fa iling to a de qua te ly dis close  to offe re r a nd inve s tors  tha t AGRA's  prima ry source  of

cash receipts  or opera ting capita l was investor money, ra ther than the  sa le  of any precious l

metals extracted Nom the Sheep Hill volcanic cinders.

1 6

1 7

1 8

1 9

20

21

22

23

Fa iling  to  d is clos e  to  offe re r a nd inve s tors  tha t AGRA's  pre cious  me ta l re cove ry

bus iness  had not gene ra ted a  profit from the  sa le  of precious  me ta ls  extracted from the

Sheep Hill volcanic cinde rs .

Fa iling to dis clos e  to offe re r a nd inve s tors  tha t the  pla tinum ba rs  dis pla ye d in Unit

offe ring ma te ria ls , the  pla tinum re flected in the  pos itive  a ssay re sults . and the  pla tinum

re s idue  in the  proce s s  filte rs , we re  not the  re s ult of pla tinum, or a ny othe r pre cious

meta ls , tha t had been extracted by AGRA from the  Sheep Hill volcanic cinders .

Fa iling to disclose  to offe re r and inves tors  tha t 25% of each purchased Unit, or $2,500,

was pa id to AGRA's  authorized genera lized agents  and securities  sa lespersons, such as

HODGES and PAILLE. a s  sa les  commiss ions .25

26 Failing to disclose  to offe re r and inves tors  tha t AGRA was  running out of money from a t

2 1
69899

24

B.

D.

c.

E.

4.

2.

5.
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1

2

3 F .

4

5 G.

6

7

8

9

10 H.

11

12

13 1.

14

15

16

17

18

19

20

21

22

23

24

25

26

le a s t the  fa ll of 2005 to Octobe r 2006 a nd dirt, a s  a  re s ult, AGRA's  purporte d pre c ious

me ta l re cove ry bus ine s s  was  on the  ve rge  of s hutting down.

Fa iling to time ly dis c los e  to offe re r a nd inve s tors  tha t AGRA file d s uit a ga ins t KMH for

fraud and negligent mis repre s enta tion in Februa ry 2006.

Fa iling  to  a de qua te ly d is c los e  to  o ffe re r a nd  inve s tors  a ny ris ks  a s s oc ia te d  with  the

purcha s e  of the  AGRA Units , s tock, a nd/or Bridge  Loa n inve s tme nts  inc luding the  fa c t

tha t: (a ) no pe rs on or e ntity ha s  e ve r produce d ma rke ta ble  qua ntitie s  of pre cious  me ta ls

from volca nic Cinde rs  us ing a ny proce s s e s  or te chnology, a nd (b) tha t a n inve s tor could

los e  a ll or a  la rge  portion of the ir AGRA inve s tme nts .

Mis re pre s e nting to offe re r a nd inve s tors  tha t the  S he e p Hill volca nic cinde rs  purporte dly

owne d by AGRA conta ine d ma rke ta ble  qua ntitie s  of pla tinum a nd othe r pre cious  me ta ls ,

s uch as  gold and s ilve r, tha t can extracted on a  cos t e ffective  bas is .

Mis re pre s e nting to offe re r a nd inve s tors  tha t AGRA ha d e xtra cte d, or wa s  on the  ve rge  of

be ing a ble  to e xtra ct pla tinum a nd othe r pre cious  me ta ls , s uch a s  gold a nd s ilve r, from the

volcanic cinde rs  us ing its  purported precious  me ta l recove ry technologie s  and expe rtis e .

Mis re pre s e nting to offe re r a nd inve s tors  tha t the  s o-ca lle d Ga lle on a nd KMH proce s s e s

e na ble d RES P ONDENTS  to  obta in  ma rke ta ble  qua ntitie s  of p la tinum, gold  a nd s ilve r

from the  S he e p Hill volca nic  cinde rs  on a  cos t e ffe ctive  ba s is  in pa rt, in light of the  fa ct

tha t RES P ONDENTS  now e xpre s s ly a dmit tha t s uch proce s s e s  do not work.

Mis re pre s e nting to offe re r a nd inve s tors  tha t the  S he e p Hill volca nic cinde rs  cons titute d

"ore ," de s pite  the  fa c t tha t the  c inde rs  do not conta in  a ny ma rke ta ble  a mounts  of a ny

pre cious  me ta ls , or a ny othe r mine ra ls  tha t ca n be  e xtra cte d from the  cinde rs  for a  profit,

a nd  be c a us e  s uc h  c inde rs  a re  p rima rily us e d  a s  s ou rc e  ma te ria l fo r c inde r b loc ks ,

ine xpe ns ive  roa d cove r, la nds ca ping a nd la nd till ma te ria l.

Mis re pre s e n ting  to  o ffe re r a nd  inve s tors  tha t the y could  ma ke  s ubs ta n tia l p rofits  by

purcha s ing one  or more  of the  AGRA s e curitie s .

22

J .

K.

L.
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1 HODGES ' a nd PAILLE'S  conduct is  grounds  for a  ce a s e  a nd de s is t orde r purs ua nt

2

3 RES P ONDENT HODGES ' a nd  P AILLE 's  c onduc t is  g rounds  fo r a n  o rde r o f

4

5 RES P ONDENT HODGES ' a nd P AILLE's  conduct is  grounds  for a dminis tra tive

6

7 III.

8 ORDER

9

10

11

THEREFORE, on the  bas is  of the  Findings  of Fact, Conclus ions  of Law, and HODGES' and

P AILLE's  cons e nt to  the  e n try of th is  Orde r,  a tta che d  a nd  incorpora te d  by re fe re nce ,  the

Commiss ion finds  that the  following re lief is  appropria te , in the  public interes t, and necessary for the

12 protection of inves tors :

13

14

15

the ir agents , employees , successors  and ass igns , pe rmanently cease  and des is t from viola ting the

S e curitie s  Act. HODGES  a nd P AILLE s ha ll not s e ll a ny s e curitie s  in or from Arizona  without

16

17

be ing re gis te re d in Arizona  a s  de a le rs  or s a le s me n, or e xe mpt from s uch re gis tra tion. HODGES

a nd P AILLE s ha ll not s e ll s e curitie s  in or from Arizona  unle s s  the  s e curitie s  a re  re gis te re d in

18

19

Arizona  or e xe mpt firm re gis tra tion.

IT IS  FURTHER ORDERED tha t HODGES  a nd P AILLE will comply with  the  a tta che d

20

21

Cons ent to Entry of Orde r.

re s titu tio n  to  th e  Co m m is s io n ,  u n d e r Do c ke t No .  S -2 0 4 8 4 A-0 6 -0 6 6 9 .  in  th e  a m o u n t o f

23

24

25

26

$272,113.79 P a yme nt s ha ll be  ma de  in full on the  da te  of this  Orde r. Any a mount outs ta nding

s ha ll a ccrue  inte re s t a t the  ra te  of 10% pe r a nnum from the  da te  of this  Orde r until pa id in full.

P a yme nt s ha ll be  ma de  to the  "S ta te  of Arizona " to be  pla ce d in a n inte re s t-be a ring a ccount

ma inta ined and controlled by the  Commis s ion. The  Commis s ion s ha ll dis burs e  the  funds  on a pro

23

22

6.

7.

8.
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1

2

3

4

rata basis to investors shown on the records of the Commission. Any restitution funds that the

Commission cannot disburse because an investor refuses to accept such payment shall be disbursed

on a pro-rata basis to the remaining investors shown on the records of the Commission. Any funds

that the Commission determines it is unable to or cannot feasibly disburse shall be transferred to

5 the  ge ne ra l fund of the  s ta te  of Arizona .

6

7 re s titu tion  to  the  Commis s ion ,  unde r Doc ke t No . S -20484A-06-0669 , in  the  a moun t o f

8

9

10

12

13

14

15

$287 ,613 .79 .  P a ym e nt s ha ll be  m a de  in  fu ll on  the  da te  o f th is  O rde r.  Any a m ount ou ts ta nd ing

s ha ll a cc rue  in te re s t a t the  ra te  o f 10% pe r a nnum  from  the  da te  o f th is  O rde r un til pa id  in  fu ll.

P a ym e n t s h a ll b e  m a d e  to  th e  "S ta te  o f Ariz o n a " to  b e  p la c e d  in  a n  in te re s t-b e a rin g  a c c o u n t

m a inta ine d a nd controlle d by the  Com m is s ion. The  Com m is s ion s ha ll d is burs e  the  funds  on a  pro

ra ta  ba s is  to  inve s to rs  s hown on  the  re c ords  o f the  Com m is s ion .  Any re s titu tion  funds  tha t the

Commiss ion ca nnot disburse  be ca use  a n inve s tor re fuse s  to a cce pt such pa yme nt sha ll be  disburse d

I on a  pro-ra ta  ba s is  to the  re m a ining inve s tors  s hown on the  re cords  of the  Com m is s ion. Any funds

tha t the  Com m is s ion de te rm ine s  it is  una ble  to  or ca nnot fe a s ibly dis burs e  s ha ll be  tra ns fe rre d to
I

16 the  ge ne ra l fund of the  s ta te  of Arizona .

17

18

19

20

21

22

23

24

Docke t No. S -20484A-06-0669, pa y a n a dminis tra tive  pe na lty in the  a mount of $50,000. Any

amount outs tanding shall accrue  interes t a t the  ra te  of 10% per annum from the  date  of this  Order

until pa id in full. The  payment obliga tions  for thes e  adminis tra tive  pena ltie s  s ha ll be  s ubordina te

to any res titution obliga tions  ordered here in and sha ll become immedia te ly due  and payable  only

a fte r re s titution pa yme nts  ha ve  be e n pa id in full or upon HODGES ' de fa ult with re s pe ct of

HODGES' re s titution obliga tions .

Docke t No. S -20484A-06-0669, pa y a n a dminis tra tive  pe na lty in the  a mount of $50,000. Any

26 | amount outs tanding shall accrue  interes t a t the  ra te  of 10% per a im um from the  date  of this  Order

25

24
Decision No. 69899



DOCKET no. S-20484A-06-0669

1

2

3

4

5

until pa id in full. The  pa yme nt obliga tions  for the se  a dminis tra tive  pe na ltie s  sha ll be  subordina te

to a ny re s titution obliga tions  orde re d he re in a nd sha ll be come  imme dia te ly due  a nd pa ya ble  only

a fte r re s titu tion  pa yme nts  ha ve  be e n  pa id  in  fu ll o r upon  P AILLE's  de fa u lt with  re s pe ct o f

P AILLE's  re s titution obliga tions .

IT IS  FURTHER ORDERED tha t HODGES will not be  a dde d to the  pro ra ta  re s titution lis t

6

7

8

in the  amount of his  HODGES' Inves tments  of $819,398.76 until a ll pe rsons  and entitie s  shown on

the  re s titution lis t ma inta ined by the  Commiss ion have  been repa id a ll the ir AGRA inves tments  a s

provided he re in, and HODGES pays  his  re s titution and adminis tra tive  pena lty amounts  and re la ted

inte res t se t forth here in.9

10 IT IS  FURTHER ORDERED tha t P AILLE will not be  a dde d to the  p ro ra ta  re s titution lis t

11

12

in the  amount of his  PAILLE's  Inves tments  of $470,694.40 until a ll pe rsons  and entitie s  shove  on

the  re s titution lis t ma inta ined by the  Commiss ion have  been repa id a ll the ir AGRA inves tments  a s

provide d he re in, a nd PAILLE pa ys  his  re s titution a nd a dminis tra tive  pe na lty a mounts  a nd re la te d

inte res t se t forth here in.14

15

16

17

18

19

20

For purpos e s  of this  Orde r, a  ba nkruptcy filing  by HODGES  or P AILLE s ha ll be  a n a ct of

de fa ult, If HODGES  or P AILLE do not com ply with this  Orde r, a ny outs ta nding  ba la nce  m a y be

deemed in de fault and s ha ll be  immedia te ly due  and payable .

IT IS  FURTHER ORDERED, tha t if HODGES  or P AILLE fa il to  com ply with  this  orde r,

the  Com m is s ion m a y b ring  furthe r le g a l p roce e ding s  a g a ins t HODGES  or P AILLE, inc luding

applica tion to the  s upe rior court for an orde r of contempt.

21

22

23 .
I

24

25

26

25
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IT IS  FURTHER ORDERED tha t this  Orde r sha ll be come  e ffe ctive  imme dia te ly.1

2

3

BY ORDER OF THE ARIZONA CORP ORATION COMMIS S ION

4

CHAIRMAN

/ v

£4J.mw.2
Mrs  S IONER

COMMISSIONER

O SSIONERNER

IN WITNESS WHEREOF, 1,DEAN
Executive Director o f the Arizona Corporation
Commission, have hereunto set my hand and caused the
officia l s e a l of the  Commis s ion to be  a ffixe d a t the
Ca pitol, in the  City of Phoe nix, this l9""`* da y of
September, 2007.

DE s. MILLER
Interim Executive Director

5

6

7  ,
6 /

8

9

10

11

12

13

14

15

16

17
DISSENT

18

19

20 DISSENT
21

22

23

24 (JMD)

25

26

This document is available in alternative formats by contacting Linda Hogan, Executive Assistant
to the Executive Director, voice phone number 602-542-3931, E-mail ihoQan@a2cc.gov.
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1

2 1. Respondent J ERRY J OHNS TON HODGES (herea fte r, "I-IODGES ") and

3 Re s ponde nt LAWRENCE KEVIN P AlLLE (a /k/a LARRY P AILLE) (he re a fte r, "P AILLE") a dmit

4 the  juris diction of the  Arizona  Corpora tion Commis s ion (the , "Commis s ion") ove r the  s ubje ct

5 ma tte r of this  proce e ding. HODGES a nd PAILLE a cknowle dge  tha t the y ha ve  be e n fully a dvise d

6 of the ir rights  to a  he a ring to pre s e nt e vide nce  a nd ca ll witne s s e s  a nd HODGES  a nd P AILLE

7 knowingly a nd volunta rily wa ive  a ny a nd a ll rights  to a  he a ring be fore  the  Commis s ion a nd a ll

8 othe r rights  othe rwis e  a va ila ble  unde r Article  ll of the  S e curitie s  Act a nd Title  14 of the  Arizona

9 Adminis tra tive  Code . HODGES  a nd P AILLE a cknowle dge  tha t this  Orde r to Ce a s e  a nd De s is t,

10 Orde r of Re s titution, Orde r for Adminis tra tive  P e na ltie s , Orde r for Othe r Affirma tive  Re lie f a nd

l l Consent to Same  ("Order") cons titute s  a  va lid fina l orde r of the  Commiss ion.

12 2. HODGES  a nd P AILLE knowingly a nd volunta rily wa ive  a ny right unde r Article  12

13 of the  S e curitie s  Act to judicia l re vie w by a ny court by wa y of suit, a ppe a l, or e xtra ordina ry re lie f

14 re sulting from the  entry of this  Orde r.

15 3. HODGES and PAILLE acknowledge  and agree  tha t this  Orde r is  ente red into free ly

16 and voluntarily and tha t no promise  was made  or coercion used to induce  such entry.

17 4. HODGES  a nd P AILLE a cknowle dge  tha t a t a ll time s  re le va nt the y ha ve  be e n

18 repre sented by an a ttorney in this  ma tte r, Geoffrey S . Ke rcsmar, Esq. of The  Kercsmar Law Firm,

19 P.C., they have  reviewed this  Order with the ir a ttorney, and unders tand a ll te rms it conta ins .

20 5. HO DG E S  a n d  P AILLE  n e ith e r a d m it n o r d e n y th e  F in d in g s  o f F a c t a n d

21 Conclus ions  of Law conta ined in this  Orde r.

22 6. By conse nting to the  e ntry of this  Orde r, HODGES  a nd P AILLE a gre e  not to ta ke

23 a ny a ction or to ma ke , or pe rmit to be  ma de , a ny public s ta te me nt de nying, dire ctly or indire ctly,

24 a ny Finding of Fa ct or Conclus ion of La w in this  Orde r or cre a ting the  impre ss ion tha t this  Orde r

25 is  without factua l bas is . HODGES and PAILLE will unde rtake  s teps  necessa ry to a ssure  tha t a ll of

26 their agents  and employees understand and comply with this  agreement.

27

CONS ENT TO ENTRY OF ORDER
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l 7.

2

3

While  this  Orde r se ttle s  this  a dminis tra tive  ma tte r be twe e n HODGES, PAILLE a nd

the  Commis s ion , HODGES  a nd  P AILLE unde rs ta nd  tha t th is  Orde r doe s  no t p re clude  the

Commiss ion from ins tituting othe r a dminis tra tive  or civil proce e dings  ba se d on viola tions  tha t a re

4
9

5

not a ddre s s e d by this  Orde r.

H O D G E S  a n d  P AILLE  u n d e r s t a n d  t h a t  t h is  O r d e r  d o e s8.

6

not preclude the

Commission from referring this matter to any governmental agency or entity for administrative,

7

8

9

10

11

12

13

14

15 11.

16

17

18

19

civil, or crimina l proceedings  tha t may be  re la ted to the  matte rs  addressed by this  Order.

HODGES  a nd P AILLE unde rs ta nd tha t this  Orde r doe s  not pre clude  a ny othe r

a ge ncy or office r of the  s ta te  of Arizona  or its  subdivis ions  from ins tituting a dminis tra tive , civil, or

crimina l proceedings tha t may be  re la ted to any matte rs  addressed by this  Order.

10. HODGES  a nd P AILLE a gre e s  tha t the y will not a pply to the  s ta te  of Arizona  for

re gis tra tion a s  a  s e curitie s  de a le r or s a le s ma n or for lice ns ure  a s  a n inve s tme nt a dvis e r or

inve s tme nt a dvise r re pre se nta tive  for a t le a s t two (2) ye a rs  from the  e ntry of this  Orde r a nd until

such time  as  each of them have  complied with a ll te rms and conditions  of this  Order,

HODGES a nd PAILLE a gre e  tha t the y will not e xe rcise  a ny control ove r a ny e ntity

tha t offe rs  or se lls  se curitie s  or provide s  inve s tme nt a dvisory se rvice s  within or from Arizona  until

s uch time  a s  e a ch of the m ha ve  complie d with a ll te rms  a nd conditions  of this  Orde r including,

without limita tion, the  pa yme nt in full of a ll Re s titution a nd Adminis tra tion P e na lty a mounts , a nd

any applicable  annua l inte res t se t forth in this  Order.

12.20

2 1

22

23

24

HO DG E S  a n d  P AILLE  a g re e  th a t  th e y will n o t  s e ll a n y s e c u r it ie s  in  o r  fro m

Arizona  without be ing prope rly re gis te re d in Arizona  a s  a  de a le r or s a le s ma n, or e xe mpt from s uch

re gis tra tion, the y will not s e ll a ny s e curitie s  in or from  Arizona  unle s s  the  s e curitie s  a re  re gis te re d

in  Ariz o n a  o r e xe m p t fro m  re g is tra t io n ,  a n d  th e y will n o t tra n s a c t  b u s in e s s  in  Ariz o n a  a s  a n

inve s tme nt a dvis e r or a n inve s tme nt a dvis e r re pre s e nta tive  unle s s  prope rly lice ns e d in Arizona  or

25 exempt from licensure.

13.26 HO DG E S  a n d  P AILLE  a g re e  t h a t  t h e y  will c o n t in u e  t o  c o o p e ra t e  wit h  t h e

28
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l

2

3 bound by its  te rms  and conditions .

4 15. HODGES  a nd P AILLE a cknowle dge  a nd unde rs ta nd tha t if the y fa il to  comply

5 with  the  provis ions  of the  Orde r a nd  th is  Cons e nt, the  Commis s ion  ma y bring  furthe r le ga l

6 proce e dings  a ga ins t the m, including, without limita tion, a pplica tion to the  s upe rior court for a n

7 orde r of contempt.

16.

Securities Division throughout the conclusion of this matter.

14. HODGES and PAILLE consent to the entry of this Order and agree to be fully

8

9 Commis s ion for its  cos ts  of collection and inte re s t a t the  maximum lega l ra te .

10 17. HODGES  a nd P AILLE a gre e  a nd unde rs ta nd tha t if e ithe r of the m fa ils  to ma ke

l l a ny pa yme nt a s  re quire d in the  Orde r, a ny outs ta nding ba la nce  s ha ll be  in de fa ult a nd s ha ll be

12 imme dia te ly due  a nd pa ya ble  without notice  or de ma nd. HODGE S  a nd  P AILLE  a g re e  a nd

HODGE S  a n d  P AILLE unders tand that de fa ult s ha ll render them lia b le  to  the

4.

13 understand that acceptance of any partial or late payment by the Commission is not a waiver of

14 default by Commission.

15

16

17

18
)
) ss

)

&y J ohns ton Hodges

SUBSCRIBED AND SWORN TO

§ O

me this?/o day of August, 2007.

MEGAN
W onG

? kw
UBLIC

w/**
4

Q
4?

Q

C@ lD~fcLc*
STATE OF ARIZUNA

19 8914 kw
County ofManeepa

20

21

22

23

24 My Commission Expires:

25 iYu\A»» 26 ,240
26

MY Ceann. 85 sw25, 2010
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CARRIE1.  BACHRACH

NOTARY PUBLIC - State of Arizona
PINAL COUNTY

My Comm. Expires June 26. 2010

4 4 '
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1

3
v \M-04144 4/ Z N . ._
Lawrence Kevin Paille (elk/a Larry Paille)

S TATE OF ARIZONA )
)as
)

6
CountyofMalioopa

7

8 SUBSCRIBEDAND SWORNTOBBFOREmBthis I6 y °fAuglm, 20w.
9 .

10

11

Q Q
NOTARY PUBLIC

My CommissionExpires:

12 b- \. 98> 9*-W
13

14

15

16

1.7

18

19

2 0

2 1

2 2
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30

24

25
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