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6 In the  ma tte r of :

7

8

MICHAEL ANDREW DAWES
(CRD#62832) a nd LINDA DAWES ,
husband and wife ,

9 Respondents.

NOTICE  OF OP P ORTUNITY FOR HE ARING
REGARDING P ROP OS ED ORDER TO
CEAS E AND DES IS T, ORDER FOR
ADMINIS TRATIVE  P E NALTIE S ,
RE VOCATION AND FOR OTHE R
AF F IR MATIVE  AC TIO N

1 0

) DOCKET NO. S-20570A-07-0709
)
)
)
)
)
)
)
)

l l NO TIC E : EACH RES P ONDENT HAS  10 DAYS  TO REQUES T A HEARING

12 EACH RES P ONDENT HAS  30 DAYS  TO FILE AN ANS WER

1 3

14

1 5

The  Securitie s  Divis ion ("Divis ion") of the  Arizona  Corpora tion Commiss ion ("Commiss ion")

a lleges  tha t respondent MICHAEL ANDREW DAWES ("DAWES") has  engaged in acts , practices ,

e t seq.

1 6 ("Securities Act").

17 1 .

1 8 J URIS DICTIO N

1 9 The Commission has jurisdiction over this  matte r pursuant to Article  XV of the

20 Arizona Constitution, and the  Securities  Act.

21 11.

22 RES P ONDENTS
I

23 2.

24

25

26

DAWES is and was, at a ll pertinent times, a  registered securities salesman in

Arizona since June 9, 1998, CRD#62832, and operated as a registered securities salesman.

DAWES' last known principa l place  of business was loca ted in Green Valley, Arizona .

DAWES was  employed by Emmett A. Larldn Company, Inc. ("Emmett Larkin")3.
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1

2

from May 18, 1998 until February 5, 2007. DAWES was responsible  for managing branch offices

for Emmett Larkin in S ie rra  Vis ta  and Green Valley, Arizona . DAWES is  not currently a ffilia ted

3 with  a ny s e curitie s  de a le r.

4 .4
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DAWES is  licensed with the  Arizona  Department of Insurance  ("Department of

Insurance") to se ll life  insurance  products  and variable  annuities . DAWES was licensed to se ll life

insurance in January 24, 1990. His license to sell insurance expires in June 201 l.

LINDA DAWES was  a t a ll pe rtinent times  the  spouse  of DAWES. LINDA DAWES

l(C ) sole ly for purposes  of de te rmining the  liability of

the  marita l community.

At a ll times  re levant, DAWES and LINDA DAWES were  acting for the ir own

benefit and for the  benefit of or in furtherance  of the  marita l community.

DAWES and LINDA DAWES may be  re fe rred to collective ly here in as

13 "RES P ONDENTS ".

1 4 111.

15 FACTS
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20

2 1 1 0 .
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On or about Februa ry 5, 2007, DAWES res igned from Emmett La rkin a fte r

admitting to law enforcement tha t he  had been misappropria ting funds  from Emmett-Larkin clients ,

borrowing funds  from Emmett-Larkin clients  in exchange  for promissory notes  and accepting

inves tments  from Emmett-La rkin clients  for a  nonexis tent inves tment opportunity.

DAWES promised his  clients /lende rs  high inte res t for the  borrowed funds .

In most ins tances , DAWES used the  money he  rece ived from his  clients  to pay

personal expenses and repay prior loans.

On November 6, 2007, DAWES ente red into a  plea  agreement with the  United

S ta te s  Attorne y's  Office  in which he  ple d guilty to fe lony viola tions  of Ma il Fra ud a nd Mone y

La unde ring (a /k/a  promotion) ("P le a  Agre e me nt"). See, United Sta tes v. Dawes,United S ta te s

Dis trict Court for the  Dis trict of Arizona , Docke t # CR07-0l867-001-TUC-J MR (CRP ).
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As a  re sult of his  guilty plea , DAWES faces  the  following maximum pena ltie s : (a )

Mail Fraud: line  of $1 million, a  te rm of 30 yea rs  of imprisonment, or both, and a  pe riod of 5 yea rs

supervised re lease , and (b) Money Laundering: a  fine  of $500,000 or twice  the  va lue  of the

property involved in the  transaction, whichever is  grea te r, a  te rm of 20 yea rs  imprisonment, or

both, and a  period of 3 years supervised re lease .

In the  P lea  Agreement, DAWES admits  to borrowing money from Emmett La rkin

clients  beginning in 1998. DAWES admits  to borrowing the  funds  to recoup losses  he  suffe red

afte r inves ting in the  options  marke t. DAWES promised inves tors  and those  from whom he

borrowed money high re turns  ranging from 10% to 30%.

DAWES fa iled to te ll inves tors  tha t the  inves tment opportunity did not exis t.

DAWES a lso fa iled to te ll lenders  tha t the  he  intended to use  the  funds to pay his  persona l

1 2

13 15.

1 4

1 5

expenses and pay previous investors.

DAWES a lso disclosed in the  Plea  Agreement tha t he  had been opera ting a  "Ponzi

scheme ." DAWES revea led tha t he  rece ived approximate ly $4 million from inves tors  be tween

1998 and 2007. There  remains  an approximate  loss  of $1.7 million loss  for DAWES' inves tors .

DAWES' is  scheduled to be  sentenced in United S ta te s  Dis trict Court for both1 6 1 6 .

1 7 charges on February 4, 2008.

1 8 Iv.

1 9 VIOLATION OF A.R.S. §44-1991

20 (Fraud in Connection with the  Offer or Sale  of Securities )

2 1 1 7 . In connection with the  offer or sa le  of securities  within or from Arizona , Respondent

22

23

24

25

26

directly or indirectly: (i) employed a  device , scheme, or a rtifice  to defraud, (ii) made untrue

statements of material fact or omitted to state material facts that were necessary in order to make the

sta tements made not misleading in light of the  circumstances under which they were  made, or (iii)

engaged in transactions, practices, or courses of business that operated or would operate as a fraud

or deceit upon offerer and investors . Respondent's  conduct includes, but is  not limited to, the

3
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1 fo llowing :

2

3

a ) DAWES misrepresented to some investors that he was investing their money

in high interest investments, when in fact the investment did not exist. Instead, DAWES used the

4

5

6

7

money to pay his  pe rs ona l expens es  and repay prior inves tors ,

b ) DAWES  mis re pre s e nte d/fa ile d to dis clos e  to inve s tors  tha t the  prima ry

s ource  of funds  for repayment of the  funds  he  borrowed was  from othe r inves tors ,

DAWES  mis re pre s e nte d to inve s tors  tha t the re  wa s  minima l ris k in the

8

9

10 d)

11

12

c)

"inve s tme nt," whe n in fa ct the  re pa yme nt of the  "inve s tme nt" to the  clie nt wa s  mos tly, if not

e ntire ly, de pe nde nt on DAWES  re ce iving funds  from ne w inve s tors , a nd

DAWES  mis re pre s e nte d to inve s tors  tha t the ir inve s tme nt would be  re pa id

on a  s pecific da te , when in mos t ins tances  the  loan was  not repa id or repa id a t a  much la te r da te .

18.

13 v.

14 REMEDIES PURSUANT TO A.R.S. §44-1962

15

16

(Denial, Revocation, or Sus pens ion of Regis tration of Sales man; Res titution, Penalties , or

o the r Affirma tive  Ac tion)

17 19.

18

19

20

21

DAWES' conduct is  grounds to revoke  DAWES' registra tion as  a  securities

a )

DAWES has been convicted of a  fe lony involving a  transaction in securities ,

of which fraud was an essential element and which arose out of the conduct of business in securities,

b )

22

23

24

25

26

c) DAWES has been found guilty of a  fraudulent act in connection with the

DAWES employed a  manipula tive  or deceptive  device  or contrivance , in<1>

1
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1

2 20.

3

4 a)

5

6

7

8

connection with the  purchase  or sa le  of a  security, as  defined by A.A.C. Rule  R14-4-l30(l4), and

DAWES' conduct is  grounds to assess restitution, administra tive penalties, and/or

DAWES has engaged in dishonest or unethical practices in business and

130(A)(l5), by borrowing money from cus tomers ,

b ) DAWES has engaged in dishonest or unethical practices in business and

9

10

l30(A)(16), by making unauthorized use  of customer funds for personal benefit, and

c) DAWES has engaged in dishonest or unethica l practices in business and

11

12

13

l30(A)(l7), by se lling securitie s  tha t we re  not recorded on the  records  of the  dea le r with whom

DAWES was regis te red a t the  time  of the  transactions .

14 VI.

15 REQUES TED RELIEF

1 6

17

The Division requests  tha t the  Commission grant the  following re lie f:

Order Respondent to permanently cease and desist from violating the Securities Act,

18

19 Order DAWES to take  affirmative  action to correct the  conditions resulting from his

20

21 2032 and 44-1962;

22

23

24

25

26

Order DAWES to pay the  sta te  of Arizona administra tive  penalties  of up to five

Order DAWES to pay the  s ta te  of Arizona  administra tive  penalties  of up to five

Order the revocation or suspension of DAWES' registration as a  securities salesman

2.

3.

4.

1 .

5.

5
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1

2

3

4

5

Order tha t the  marita l community of DAWES and LINDA DAWES be  subj act to

any order of restitution, rescission, administra tive  penalties, or other appropria te  affinnative  action

Order any other relief that the Commission deems appropriate .

6 VII.

7 HE ARING  O P P O RTUNITY

8 Each respondent including Respondent Spouse may request a hearing pursuant to A.R.S. 44-

1972 and A.A.C. R14-4-306.9 If DAWES or LINDA DAWES reques ts  a  hea ring , the  reques ting

1 0 respondent must also answer this Notice.

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

22

23

24

A request for hearing must be  in writing and received

by the  Commission within 10 business days after service  of this  Notice  of Opportunity for Hearing.

The requesting respondent must deliver or mail the  request to Docket Control, Arizona Corporation

Commission, 1200 W. Washington, Phoenix, Arizona  85007. Filing instructions may be  obta ined

from Docket Control by ca lling (602) 542-3477 or on the  Commission's  Internet web site  a t

http://www.azcc.gov/divisions/hearings/docket.asp.

If a  request for a  hearing is timely made, the Commission shall schedule  the hearing to begin

20 to 60 days from the receipt of the request unless otherwise provided by law, stipulated by the

parties, or ordered by the  Commission. If a  request for a  hearing is  not timely made the  Commission

may, without a  hearing, enter an order granting the  re lief requested by the  Division in this  Notice  of

Opportunity for Hearing.

Persons with a  disability may request a  reasonable  accommodation such as a  sign language

inte rpre te r, a s  we ll a s  request this  document in an a lte rna tive  format, by contacting Linda  Hogan,

ADA Coordina tor, voice  phone  number 602/542-393 l, e -ma il lhogan@azcc.gov. Reques ts  should

be  made as early as  possible  to a llow time to arrange  the  accommodation.

25

26
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1 VIII.

2 ANS WE R  R E Q UIR E ME NT

3

4

5

6

7

8

9

1 0

11

1 2

13

Pursuant to A.A.C. R14-4-305, if Respondent or Respondent Spouse  requests  a  hearing, the

reques ting re spondent must de live r or ma il an Answer to this  Notice  of Opportunity for Hea ring to

Docke t Control, Arizona  Corpora tion Commiss ion, 1200 W. Washington, Phoenix, Arizona

85007, within 30 ca lenda r days  a fte r the  da te  of se rvice  of this  Notice . Filing ins tructions  may be

obta ined from Docke t Control by ca lling (602) 542-3477 or on the  Commiss ion's  Inte rne t web s ite

a t http://www.azcc.gov/divis ions /hea rings /docke t.a sp.

Additiona lly, the  answering respondent must se rve  the  Answer upon the  Divis ion.

Pursuant to A.A.C. R14-4-303, se rvice  upon the  Divis ion may be  made  by ma iling or by hand-

de live ring a  copy of the  Answer to the  Divis ion a t 1300 West Washington, 3rd Floor, Phoenix,

Arizona, 85007, addressed to Rachel F. Strachan.

The  Answer sha ll conta in an admiss ion or denia l of each a llega tion in this  Notice  and the

1 4

1 5

origina l s igna ture  of the  answering respondent or re spondent's  a ttorney. A s ta tement of a  lack of

sufficient knowledge  or informa tion sha ll be  cons ide red a  denia l of an a llega tion. An a llega tion

not denied sha ll be  considered admitted.1 6

1 7

1 8

1 9

20

When the  answering respondent intends  in good fa ith to deny only a  part or a  qua lifica tion

of an a llega tion, the  respondent sha ll specify tha t pa rt or qua lifica tion of the  a llega tion and sha ll

admit the  remainder. Respondent waives  any a ffirmative  defense  not ra ised in the  answer.

The  office r pres iding ove r the  hea ring may grant re lie f from the  requirement to file  an

2 1

22

Answer for good cause  shown.

Dated this 28"' day of December, 2007.

23 M Cy

24 Matthew J. Neubert
Dire ctor of Se curitie s

25

26
(RFS )
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