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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIONERS Arizona Coro0ra*Oon commission

D Q ii; KETE

I t o  2008MAR

MIKE GLEASON, Chairman
WILLIAM A. MUNDELL
JEFF HATCH-MILLER

KRISTIN K. MAYES
GARY PIERCE DOCKETEU my

In the matter of:

DOCKET NO. S-20472A-06-0535
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THE 12 PERCENT FUND 1, L.L.C. (a/k/a
"THE 12% FUND," "la% FUND I" and
"FUND"), an Arizona limited liability
company,
13714 Nightstar Court
Marina, Arizona 85653-4455,

7 0 1 8 9

13

COYOTE GROWTH MANAGEMENT,
L.L.C., an Arizona limited liability
company,
13714 Nightstar Court
Marina, Arizona 85653-4455,

ORDER TO CEASE AND DESIST;
ORDER OF RESTITUTION;
ORDER FOR ADMINISTRATIVE
PENALTIES;
ORDER OF OTHER AFFIRMATIVE
ACTION; AND CONSENT TO SAME

1 4 BY: MICHAEL JOSEPH HANNAN and
JANICE C. HANNAN, former husband and
wife.15

1 6

17

18

)
)
)

3
) DECISION NO.
)
)
)
)
)
)
)
)
)
)

MICHAEL JOSEPH HANNAN (a/k/a 3
"MICHAEL I-IANNAN," "MIKE )
HANNAN" and "MICHAEL J. HANNAN, )
II") and JANICE c. HANNAN,
former husband and wife,
13714 Nightstar Court
Maraca, Arizona 85653-4455, and

1 9

20

2 1

SAM AHDOOT and JANE DOE
AHDOOT, husband and wife,
5625 Crescent Park West, Apt. 130,
Playa Vista, California 90094-2083,

22 Respondents .

)
)
)
)
)
)
)
)
)
)
)
)
n

23

24 Respondents MICHAEL JOSEPH HANNAN (a/k/a "MICHAEL HANNAN," "MIKE

25 HANNAN" and "MICHAEL J. HANNAN, II") and JANICE c. HANNAN, fanner husband and

26 wife at all times relevant, elect to permanently waive any right to a hearing and appeal under
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1

2

3

4

5

with re spe ct to this  Orde r To Ce a se  And De s is t, Orde r of Re s titution a nd Orde r of Adminis tra tive

P e na ltie s  ("Orde r"). Re sponde nts  a dmit the  jurisdiction of the  Arizona  Corpora tion Commiss ion

("Colnmiss ion"), ne ithe r a dmit nor de ny the  Findings  of Fa ct a nd Conclus ions  of La w conta ine d in

this  Order, and consent to the  entry of this  Order by the  Commission.

6 1 .

7 F INDING S  O F  F AC T

8 1.

9

10

11

1 2  P E R C E NT F UND 1 ,  L.L.C .  (a /k/a  "THE  1 2 %  F UND," "l2 %  F UND I" a n d

"FUND") (he re a fte r, "l2% FUND") is  a n Arizona  limite d lia bility compa ny whose  principa l pla ce  of

bus ine ss  is  in Ma ra ca , Arizona . Limite d lia bility compa ny me mbe rship inte re s ts  in the  12% FUND

are  not registered to be  sold within or from Arizona .

2.12 C O YO TE  G R O W TH MANAG E ME NT,  L. L. C .  (h e re a fte r ,  "C O YO TE ") is  a n

13

14

Arizona  lim ite d  lia b ility com pa ny whos e  princ ipa l p la ce  of bus ine s s  is  in  Ma ra ca ,  Arizona .

MICHAEL J OS EP H HANNAN represented that COYOTE was the  Investment Adviser and Manager

o f the  12% F UND. COYOTE is  not lice nse d a s  a n inve s tme nt a dvise r or inve s tme nt a dvise r15

16 representative.

17

18

19

20

21

22

23

24

25

MIC HAE L J OS EP H H AN N AN (a /k/a "MIC HAE L HANNAN, " "MIKE

HANNAN" a n d  "MIC HAE L J . HANNAN, II") (he re a fte r,  "HANNAN") is  a n individua l re s iding

in Ma rina , Arizona . HANNAN wa s  the  Ma na ge r a nd principa l of COYOTE, a nd the  prom ote r,

orga nize r a nd founde r of the  12% FUND. HANNAN is not registe red as a  securities  sa lesman or

dealer, nor is he licensed as an investment adviser or investment adviser representative .

4. The  Commiss ion filed an action in the  Arizona  S upe rior Court for Maricopa  County

entitled Arizona  Corpora tion Commiss ion v. 12 Percent Fund L LLC e t a l, cause  no. CV2007-010539

("Rece ivership Action"). On July 6, 2007, Pe te r Davis  was appointed the  rece iver of the  12% FUND

and COYOTE. The  Rece ivership Action remains pending.

26
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1

2

3

4

J ANICE C. HANNAN wa s  a t a ll re le va nt time s  the  spouse  of HANNAN. J ANICE C.

HANNAN a nd HANNAN we re  divorce d on or a bout Augus t 22, 2007. J ANICE C. HANNAN is

ma rita l community. At a ll re le va nt time s , HANNAN a nd J ANICE C. HANNAN we re  a c ting for

5 the ir own benefit, and for the  benefit or in furtherance of the  marita l community.

6 J ANICE C. HANNAN is  re fe rre d to a s  "RES P ONDENT S P OUS E" a s  the  conte xt

7 re quire s .

8 7.

9

10

11

12

13

HANNAN form e d the  12% F UND in  J u ly 2003.  F rom  Augus t 2003,  to  a t le a s t

S eptembe r 5, 2006, HANNAN public ly offe re d a nd s old unre gis te re d s e curitie s  in  the  font of

in v e s tm e n t  c o n t ra c t s  with in  a n d  fro m  Ariz o n a ,  in  p a r t ,  th ro u g h  th e  In te rn e t  we b s ite

www. 12percentfL1nd.com (the , "We bs ite ").

8. At a ll tim e s  re le va nt, HANNAN re pre s e nte d tha t in  e xcha nge  for a  m inim um

$50,000 inves tment, an inves tor would own a  limited liability company membership inte re s t in the

12% FUND.14

15 HANNAN re pre se nte d tha t fifty-pe rce nt (50%) of the  mone y inve s te d in the  12%

16 F UND wa s  p o o le d  to g e th e r  to  p u rc h a s e  h ig h -yie ld  d e b t  in s t ru m e n ts  s u c h  a s  firs t  a n d

9.

17

18 10.

19

second/subordinated deeds of trust secured by land under development.

HANNAN furthe r re pre s e nte d tha t the  re m a ining fifty~pe rce nt (50%) of poole d

inve s tor mone y wa s  use d to purcha se  a  liquid s tock portfolio conce ntra te d in U.S . a nd Ca na dia n

20 companies, and to write put and call options on certain marketable securities.

11.2 1 HANNAN use d inve s tor mone y to purcha se  or hold a sse ts  in the  na me  of the  12%

23

22 FUND, COYOTE a nd o the r a ffilia te d  e ntitie s  form e d a nd contro lle d  by HANNAN inc luding,

without limita tion: (a ) a  Wis cons in limite d lia bility compa ny ca lle d Ma dis on Growth P a rtne rs ,

24 L.L.C., (b) a  Colora do limite d lia bility compa ny ca lle d the  12% Fund of Colora do, L.L.C., a /k/a

"Club Coyote " (c) P ink Coyote , L.L.C., (d) Coyote  Curre ncy a nd Commodity, a nd (e ) S outhwe s t25

26
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1 Ve nture s , L.L.C. H AN N AN ca use d some  of the se  Re la te d Entitie s  to contra ct with a nd/or loa n

2

3 12.

4

5

6

each other money.

HANNAN re pre se nte d from a t le a s t De ce mbe r 2003 to J uly 2006, on the  We bs ite

tha t COYOTE gua ra nte e d a  12% re turn. Howe ve r, from a t le a s t De ce mbe r 2003 to J uly 2006,

anticipa ted profits  gene ra ted by the  12% FUND were  not gua ranteed because : (a ) profits  from the

purchase  or sa le  of s tock or options  with inves tor money cannot be  gua ranteed due  to unfore seen

7 s tock ma rke t a nd globa l e conomic fluctua tions , (b) not a ll of the  re a l e s ta te  inve s tme nts  ma de  by

of the  loa ns  is s ue d by8 HANNAN with inve s tor mone y we re  pe rs ona lly gua ra nte e d, (c) s ome

HANNAN were  documented by unsecured promissory note s , (d) the  rea l e s ta te  inves tments  made9

10

11

12

13

14

b y H AN N AN with inve s tor mone y we re  subje ct to unpre dicta ble  litiga tion re sults  or ba nkruptcy

proceedings, and (e ) H AN N AN did not pe rsona lly guarantee  each investor's  promised profit.

13. HANNAN re pre se nte d to offe re r a nd inve s tors  tha t the y re turne d a n a dditiona l 1%

Bonus  to inve s tors , for a  tota l of 13% pe r ye a r, in 2003, 2004, a nd 2005. HANNAN represented

tha t his  undisclosed, purported predecessor-in-inte rest commenced investments  in 2001, and s ince

15 that time, averaged a  16.5% annual ra te  of gross re turns before  opera ting expenses.

14.16 At a ll time s  re le va nt, a  pote ntia l inve s tor did not ha ve  to provide  HANNAN with

17

18

a ny pe rsona l informa tion, or obta in a  pa s sword to a cce s s , re vie w, downloa d or print a ny of the

12% FUND offe ring ma te ria ls  a nd re la te d inve s tme nt ma te ria ls  tha t we re  a va ila ble  on the  12%

19 FUND We bs ite .

20 15.

21

22 16.

23

24

25

The  Hom e  P a ge  o f the  W e bs ite  a ls o  inc lude d  a  v ide o  c om m e rc ia l in  wh ic h

HANNAN described the  bene fits  of inves ting in the  12% FUND and its  pas t pe rformance .

The  de ta iled FAQ P age  of the  Website  included questions  and answers  rega rding a

myria d of inve s tme nt topics  including, without lim ita tion: (a ) purporte d pa s t pe rforma nce  a nd

profit bonus e s  a wa rde d to  inve s tors : (b) HANNAh's  purporte d  inve s tm e nt philos ophie s  a nd

stra tegies, (c) redemption of investments, and resulting worst case  scenarios, and (d) a  summary of

26
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1

2

3 17.

4

5

7

8

9

10

11 18.

12

13

the  liquid s tock portfolio in the  conte xt of, for ins ta nce , s tock ma rke t pe rforma nce  his tory a nd the

inte rna tiona l geopolitica l s itua tion.

The  Ins tructions  P a ge  of the  We bs ite  s ta te d, in pa rt, links  to offe ring ma te ria ls ,

inc lud ing : (a ) a  Confide n tia l P riva te  P la c e m e n t Me m ora ndum  (the ,  "P P M") re ga rd ing  a n

inve s tme nt in the  12% FUND, including both a  "Ba la nce  S he e t" a nd "P rofit & Loss  S ta te me nt" for

6 both the  12% FUND a nd COYOTE a s  of De ce mbe r 31, 2004; (b) a n Ope ra ting Agre e me nt; (c)

s ubs crip tion docum e nts ,  inc luding a : (i) confide ntia l offe re e  que s tionna ire ,  (ii) pa rtne rs hip ,

corpora tions , trus t subscribe r ques tionna ire , (iii) subscribe r s igna ture  page , (iv) power of a ttorney,

(v) s igna ture  pa ge  for powe r of a ttorne y, a nd (vi) re pre se nta tions  by e mploye e  be ne fit pla ns , a nd

(vii) a  redemption le tte r package  (collective ly, the  "Offe ring Ma te ria ls").

The  Instructions  P age  of the  Website  directed a  potentia l Arizona  investor to (a ) fax

or ma il the  comple ted Offe ring Mate ria ls  to COYOTE a t its  business  address , and (b) e ithe r ma il a

pe rsona l check, cashie r's  check or money orde r in the  amount of the ir investment made  payable  to

the  12% FUND or to  wire  tra ns fe r the  inve s tm e nt funds  dire c tly in to  the  12% FUND'S  ba nk14

15 account.

16 19.

17

Fina lly, the  Ins tructions  P a ge  of the  We bs ite  include d a  link to two s ingle  pa ge ,

unsigned "Ba lance  Shee t" spreadshee ts  purportedly representing the  asse ts , liabilitie s  and equity of

18 both COYOTE a nd the  12% FUND for fis ca l ye a r 2005. Howe ve r, the  Ba la nce  S he e ts  did not

inc lude  a n "a udit re port," ce rtifica tion or a ny e vide nce  tha t the y we re  profe s s iona lly a udite d

20 purs ua nt to  ge ne ra lly a cce pte d a uditing s ta nda rds ,  or in  conform ity with  ge ne ra lly a cce pte d

19

21

22

accounting principle s .

20. HANNAh ' s investors  a re  s till owed substantia l amounts  of money.

23 21.

24

HANNAN fa ile d to dis clos e  to offe re r a nd inve s tors  tha t on or a bout S e pte mbe r

29, 1986, HANNAN pled guilty to three  counts  of securitie s  fraud and three  counts  of wire  fraud in

the  in the  United S ta te s  Dis trict Court for the  Southe rn Distulct of New York, and was subsequently25

26
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1 sentenced to, and se rved one  year and one  day in federa l prison and five  years  proba tion ("Federa l

2

3 22.

4

Crimina l Case") .

HANNAN fa ile d to dis clos e  to offe re r a nd inve s tors  tha t on or a bout S e pte mbe r

24, 1986, the  S EC file d a  civil injunction a ction a ga ins t HANNAN a nd his  othe r compa nie s  for

v io la tion  o f the  1933  a nd  1934  S e curitie s  Ac ts  a nd  Inve s tm e nt Advis e rs  Ac ts  ("S EC Civ il5

6 Action") .

23|7

8

HANNAN fa ile d to dis close  tha t on or a bout Octobe r 22, 1986, HANNAN a nd his

compa nie s  conse nte d to the  e ntry of a  fina l judgme nt in the  S EC Civil Action. HANNAN ne ithe r

9 a dm itte d nor de nie d guilt with re s pe ct to the  a lle ga tions  in the  S EC's  c ivil com pla int.  Am ong

10

11

12

13

othe r things , the  S EC Civil J udgme nts  pe rma ne ntly e njoine d H AN N AN a nd his  compa nie s  from

viola ting the  a ntifra ud provis ions  of the  1933 a nd 1934 S e curitie s  Acts , from a iding a nd a be tting

viola tions  of the  re porting, books  a nd re cords  a nd a ccounting control provis ions  of the  1934

Securitie s  Act, and the  anti-fraud and reporting provis ions of the  Investment Advise rs  Act.

HANNAN furthe r fa ile d  to  d is c los e  to  offe re r a nd  inve s tors  tha t on  or a bout14 24.

15

16

17

18

On or about J une  12,

20

December 31, 1991, HANNAN volunta rily filed a  "no a sse t" Chapte r 7 pe rsona l ban]omptcy in the

Unite d  S ta te s  Ba nla ruptcy Court,  Northe rn  Dis tric t o f Ca liforn ia  in  a n  a tte m pt to  e lim ina te

$5,137,381.91 of his  de bt ("HANNAN Ba nkruptcy"). Much of the  de bt origina lly s ought to be

e limina ted by HANNAN was owed to the  actua l or a lleged victims or brokerage  firms identified in the

19 Fe de ra l Crimina l Ca se , S EC Adminis tra tive  Action, a nd S EC Civil Action.

1992, HANNAN s ucce s s fully dis cha rge d a t le a s t $2,819,406.38 of his  pe rs ona l de bt, including

millions  of dolla rs  in bus ine ss  a nd pe rsona l loa ns  a nd civil judgme nts , a nd $127,996.08 in ca s ino21

22 gambling debts.

25.23

24

25

26

H AN N AN sold a pproxima te ly $4,345,660 of 12% FUND se curitie s  to a t le a s t 30

inve s tors , m a ny of whom  we re  not a ccre dite d a nd who re s ide  in m a ny s ta te s , including: (1)

Arizona ; (2) Ca lifornia ; (3) Colora do; (4) Ne w J e rs e y; (5) Ne w York; (6) Ohio; (7) Wa s hington;

a nd (8) Wiscons in. Inve s tors  could choose  to be  pa id the ir l% re turn in ca sh on a  monthly ba s is ,

6
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1 or re inves t the  1% re turn in the  12% FUND. A capita l a ccount was  ma inta ined on the  books  of the

2 12% FUND for each inves tor.

3 26. P resently, HANNAh ' s investors are  owed $3,787,377 .

4 II.

5 CONCLUSIONS OF LAW

6 The Commission has jurisdiction over this matter pursuant to Article XV of the

7 Arizona  Constitution and the  S ecuritie s  Act.

8 HANNAN offe re d or sold se curitie s  within or from Arizona , within the  me a ning of

9

3.10

11

12

13

14 5.

15

16

HANNAN

neithe r regis te red nor exempt from regis tra tion.

4.

registe red as dea ler or sa lesman nor exempt from registra tion.

to  de fra ud, (b) m a king untrue  s ta te m e nts  or m is le a ding om is s ions  of m a te ria l fa c ts ,  a nd (c)

engaging in transactions, practices , or courses of business  tha t opera te  or would opera te  as  a  fraud

17 or de ce it, including, without limita tion:

A.1 8

1 9

Misre pre se nting to offe re r a nd inve s tors  tha t COYOTE is  a n inve s tme nt a dvise r,

despite  the  fact tha t COYOTE is  not licensed as an investment adviser or investment

20 adviser representative.

2 1 B.

22

23

Misrepresenting to offe re r and investors  from a t least December 2003, to July 2006,

on the  We bs ite  tha t inve s tors  a re  "gua ra nte e d" a  re turn of 12% pe r ye a r on the ir

inve s tm e nts  in  the  12% FUND, de s pite  the  fa c t tha t a n inve s tor's  re turn is  not

24 guaranteed.

25

26

7

2.

1 .
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1 c.

2

3

4

Mis re pre se nting to offe re r a nd inve s tors  tha t the  two (2), Lms igne d one  (1) pa ge

Balance  Sheets available  from the  Instructions Page of the  Website  are  professionally

audited, despite  the fact that they are not professionally audited.

Fa iling to dis clos e  to offe re r a nd inve s tors  tha t in 1987, HANNAN ple d guilty to

fede ra l wire  fraud and fede ra l securitie s  fraud, and tha t he  was  sentenced to a  yea r5

6

7 "no

8

9

10

11 6.

a nd a  da y in fe de ra l prison a nd 5 ye a rs  of supe rvis e d proba tion the re a fte r.

Fa iling  to  d is c lo s e  to  o ffe re r a nd  inve s to rs  tha t HANNAN vo lunta rily tile d  a

a sse t" Cha pte r 7 pe rsona l ba nkruptcy in which he  sought a nd obta ine d the  discha rge  of

a lm o s t $ 3  m illio n  d o lla rs  o f d e b t,  inc lud ing  m illio ns  o f d o lla rs  in  lo a ns  a nd  c ivil

judgme nts , a nd $127,996.08 in ca s ino ga mbling de bts .

HANNAh's  c o nd uc t is  g ro und s  fo r a  c e a s e  a nd  d e s is t o rd e r p urs ua nt to  A.R .S .

12 § 44-2032.

13 7. HANNAh's conduct is grounds for an order of restitution pursuant to A.R.S. § 44-

14 2032.

15 8.

16 2036.

17 111.

18 ORDER

19

20

2 1

22

23

24

THE RE FORE , on the  ba s is  o f the  F ind ings  o f Fa c t,  Conc lus ions  o f La w, a nd  HANNAh's

a nd  J ANIC E  C .  HANNAh's  c o ns e nt to  the  e n try o f a Ns  o rd e r,  a tta c he d  a nd  inc o rp o ra te d  b y

re fe re nce , the  Com m is s ion finds  tha t the  following re lie f is  a ppropria te , in the  public  inte re s t, a nd

ne ce s s a ry for the  prote ction of inve s tors :

e mploye e s , succe s sors  a nd a s s igns , pe rma ne ntly ce a se  a nd de s is t from viola ting the  S e curitie s  Act,

25

26
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1 IT IS  FURTHER ORDERED tha t HANNAN a nd JANICE c. HANNAN comply with the

2 attached Consent to Entry of Order.

3

4 C. HANNAN1, s ha ll, jointly a nd s e ve ra lly, pa y re s titution to the  Commis s ion in the  a mount of

5

6

7

8

$3,787,377. Any a mount outs ta nding sha 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 sha 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 controlle d by the  Commiss ion. The  Commiss ion sha ll disburse  the

funds on a  pro-ra ta  basis  to investors  shown on the  records of the  Commission, provided, however,

no dis tribution of re s titution sha ll be  ma de  to a ny Re la te d P a rtyz until such time  a s  a ll re s titution9

10 a nd  in te re s t  ha s  b e e n  p a id  to Any re s t itu t io n  fund s  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

Non-R e la te d  P a rty inve s to rs .

11

12 on a  pro-ra ta  ba s is  to the  re ma ining inve s tors  s hown on the  re cords  of the  Commis 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 to13

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

15

16 C.  HANNAN',  s ha ll,  jo in tly a nd  s e ve ra lly,  pa y a n  a dm in is tra tive  pe na lty in  the  a m ount o f

17

18

19

20

21

22

$300,000. P ayment sha ll be  made  to the  "S ta te  of Arizona ." Any amount outs tanding sha 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. 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

ordered here in and sha ll become immedia te ly due  and payable  only a fte r restitution payments have

be e n pa id in full or upon the  de fa ult of HANNAN or J ANICE C. HANNAN with re s pe ct to the ir

re s titution obliga tions .

23

24

25

26

'The liability of IANICE C. HANNAN for the repayment of restitution, administrative penalty, and interest under the
terms of this Order shall be  limited to the  extent that marita l community property was distributed to JANICE C.
HANNANprior to or in conjunction with the marital dissolution proceeding with HANNAN.
2 For purposes of this Order, "Rela ted Party" sha ll include  HANNAN and JANICE C. HANNAN (collective ly,
"Rela ted Individuals"), the  family members of the  Rela ted Individuals, 12 Fund of Colorado, L,L.C., d/b/a  Club
Coyote, Pink Coyote,L.L.C., Madison Growth Partners, L.L.C. and any other business controlled by or in which either
the Related Individuals or their family members have an ownership, beneficial, or financial interest.

9
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1 For purposes of this Order, a bankruptcy tiling by any of the HANNAN or JANICE C.

2 HANNAN shall be an act of default. If HANNAN or JANICE C. HANNAN do not comply with

3 this Order, any outstanding balance may be deemed in default and shall be immediately due and

4 payable.

8

9

1 0

11

5 IT IS FURTHER ORDERED, that if HANNAN or JANICE C. HANNAN fail to comply

6 with this order, the Commission may bring further legal proceedings against that Respondent,

7 including application to the superior court for an order of contempt.

IT IS FURTHER ORDERED that this Order shall become effective immediately.

BY ORDER OF THE ARIZONA CORPO TION c o n

COMMISSIONER
,n

c
SSIONER

CHAIRMAN

1 - ` W
1 ; soonER COMMISSIO ER

14

O

IN WITNESS WHEREOF, 1, DEAN s. MILLER, Interim
Executive Director of the Arizona Corporation
Commission, have hereunto set my hand and caused the
official seal of the Commission to be affixed at the

capitol the City of Phoenix, this I o * ' ~ day of
,2008.

15

16

17

18

19

20

21

2 2 DIS S ENT

23

2 4 DIS S ENT

25

2 6

DEAN S R
Interim Executive Director

This document is available in alternative formats by contacting Linda Hogan, ADA Coordinator, voice
phone number 602-542-3931, e-maillhogan@azcc.lzov.

(MD)

1 0
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1 C O NS E NT TO  E NTR Y O F  O R DE R

2

3

4

1. MIC HAE L J O S E P H HANNAN (a /k/a  MIC HAE L HANNAN,  MIKE  HANNAN

a nd MIC HAE L J. HANNAN, II) .  ("RE S P O NDE NT") a nd J ANICE c . H AN N AN

("RES P ONDENT S P OUS E"), forme r husba nd a nd wife , a dmit the  jurisdiction of the  Commiss ion

ove r the  subje ct ma tte r of this  proce e ding, Docke t No. S -20472A-06-0535. RES P ONDENT a nd

RES P ONDENT S P OUS E acknowledge  tha t they have  been fully advised of the ir right to a  hea ring

to  p re s e n t e v ide nce  a nd  ca ll witne s s e s  a nd  RES P O NDENT a nd  RES P O NDENT S P O US E

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

othe r rights  othe rwis e  a va ila ble  unde r Artic le  11 of the  S e curitie s  Act. RES P ONDENT a nd

RES P ONDENT S P OUS E a cknowle dge  tha t this  Orde r to Ce a se  a nd De s is t, Orde r of Re s titution,

Orde r for Adm inis tra tive  P e na ltie s ,  Orde r for Othe r Affirm a tive  Re lie f a nd Cons e nt to S a m e

5

6

7

8

9

10

11

12 ("Orde r") cons titute s  a  va lid fina l orde r of the  Commiss ion. RES P ONDENT a nd RES P ONDENT

SPOUSE acknowledge  and agree  tha t the  Order is  incorpora ted here in by reference .

2. RES P ONDENT a nd RES P ONDENT S P OUS E knowingly a nd volunta rily wa ive

15 a ny right unde r Artic le  12 of the  S e curitie s  Act to judic ia l re vie w by a ny court by wa y of s uit,

16 appea l, or extraordina ry re lie f re sulting from the  entry of this  Order.

17 3. RES P ONDENT a nd RES P ONDENT S P OUS E a cknowle dge  a nd a gre e  tha t this

18 . Orde r is  e nte re d into fre e ly a nd volunta rily a nd tha t no promis e  wa s  ma de  or coe rcion us e d to

19 induce  such entry.

20 4. RES P ONDENT a nd RES P ONDENT S P OUS E a cknowle dge  a nd unde rs ta nd tha t

21 the y ha ve  a  right to se e k counse l re ga rding this  Orde r, a nd tha t the y ha d the  opportunity to se e k

22 counse l prior to s igning this  Orde r. RES P ONDENT a nd RES P ONDENT S P OUS E a cknowle dge

23 a nd a gre e  tha t, de spite  the  fore going, RES P ONDENT a nd RES P ONDENT S P OUS E fre e ly a nd

24 volunta rily wa ive  any and a ll right to consult or obta in counse l prior to s igning this  Orde r, and they

25 understand a ll omits te rms and conditions.

26

13

14

11 70189
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1 5.

2

3

5

7 6.

8

9

10

11

12

RES P ONDENT a nd RES P ONDENT S P OUS E ne ithe r a dmit nor de ny the  Findings

of Fa ct a nd Conclus ions  of La w conta ine d in this  Orde r. RES P ONDENT a nd RES P ONDENT

S P OUS E a gre e  tha t the y sha ll not conte s t the  va lidity of the  Findings  of Fa ct a nd Conclus ions  of

4 La w conta ine d  in  th is  O rde r in  a ny pre s e n t o r fu ture  a dm inis tra tive  proce e ding  be fore  the

Com m is s ion or a ny othe r s ta te  a ge ncy conce rning the  de nia l or is s ua nce  of a ny lice ns e  or

6 registra tion required by the  S ta te  to engage  in the  practice  of any business or profession.

By conse nting to the  e ntry of this  Orde r, the  RES P ONDENT a nd RES P ONDENT

S P OUS E a gre e  not to ta ke  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, a ny Finding of Fa ct or Conclus ion of La w in this  Orde r or cre a ting

th e  im p re s s io n  th a t  th is  O rd e r  is  with o u t  fa c tu a l o r  le g a l b a s is .  R E S P O NDE NT a n d

RES P ONDENT S P OUS E will unde rta ke  s te ps  ne ce s s a ry to a s s ure  tha t a ll of the ir a ge nts  a nd

employees understand and comply with this  agreement.

7. While  this  Orde r se ttle s  this  adminis tra tive  ma tte r be tween the  RES P ONDENT and13

14

15

RES P ONDENT S P OUS E and the  Commission, the RES P ONDENT and RES P ONDENT S P OUS E

unde rs tand tha t this  Orde r does  not preclude  the  Commiss ion from ins tituting othe r adminis tra tive

16

17

or civil proceedings based on viola tions tha t a re  not addressed by this  Order.

8. RES P ONDENT a nd RES P ONDENT S P OUS E unde rs tand tha t this  Orde r does  not

18 pre clude  the  Commis s ion from re fe rring this  ma tte r to a ny gove rnme nta l a ge ncy or e ntity for

adminis tra tive , civil, or crimina l proceedings  tha t may be  re la ted to the  ma tte rs  addre ssed by this19

20 Orde r.

21 RES P ONDENT a nd RES P ONDENT S P OUS E unde rs ta nd tha t this  Orde r doe s  not

22 pre clude  a ny othe r a ge ncy or office r of the  s ta te  of Arizona  or its  s ubdivis ions  from ins tituting

adminis tra tive , civil, or crimina l proceedings  tha t may be  re la ted to any ma tte rs  addre ssed by this23

24 Orde r.

25

26

12

9.
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1 10 .

2

3

4 1 1 .

5

RES P ONDENT a nd RES P ONDENT S P OUS E a gre e  tha t the y wit] 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 dvis e r re pre s e nta tive  a t a ny time  in the  future .

RES P ONDENT a nd RES P ONDENT S P OUS E a gre e  tha t the y will not e xe rc is e  a ny

c o ntro l o ve r a ny e ntity tha t o ffe rs  o r s e lls  s e c uritie s  with in  o r fro m  Ariz o na la t a ny tim e  in  the

6 fixture .

7 12.

8

9

10 13.

11

12

13

14

15

16

17

18

19

20

2 1

22

R E S P O NDE NT a nd  R E S P O NDE NT S P O US E  a g re e  tha t the y will no t s e ll a ny

s e c uritie s  in  o r fro m  Ariz o na  a nd  the y will no t tra ns a c t b us ine s s  in  Ariz o na  a s  a n  inve s tm e nt

a dvise r or a n inve s tme nt a dvise r re pre se nta tive .

R E S P O NDE NT a nd  R E S P O NDE NT S P O US E  a g re e  tha t  the y will c o n tinue  to

c o o p e ra te  with  the  S e c urit ie s  Divis io n  inc lud ing ,  b u t no t lim ite d  to ,  p ro vid ing  c o m p le te  a nd

a ccura te  te s tim ony a t a ny he a ring  in this  m a tte r a nd  coope ra ting  with the  s ta te  of Arizona  in a ny

re la te d  inve s tiga tion o r a ny o the r m a tte rs  a ris ing  from  the  a c tivitie s  de s c ribe d  in this  Orde r a ny

a s s is ting with a ny re la te d re ce ive rs hip a ction.

14. R E S P O NDE NT a nd  R E S P O NDE NT S P O US E  a c kno wle d g e  a nd  a g re e  tha t the

re s titution, a dm inis tra tive  pe na ltie s  a nd  inte re s t im pos e d  by this  Orde r a re  the  jo int a nd  s e ve ra l

ob liga tions  o f HANNAN, a nd  the  m a rita l com m unity o f H AN N AN a nd RES P ONDENT S P OUS E.

The  lia b ility o f RE S P ONDE NT S P OUS E  for the  re pa ym e nt of re s titution, a dm inis tra tive  pe na lty,

a nd  inte re s t unde r the  te rm s  o f this  Orde r s ha ll be  lim ite d  to  the  e xte nt tha t m a rita l c om m unity

p ro p e rty wa s  d is trib ute d  to  J ANIC E  C . H A N N A N p rio r to  o r in  c o n junc tio n  with  the  m a rita l

d is s o lution p roce e d ing  with HANNAN.

R E S P O NDE NT a nd  R E S P O NDE NT S P O US E  c ons e nt to  the  e ntry o f this  O rde r15.

23

24

25

and agree  to be  fully bound by its  te rms and conditions.

16. RES P ONDENT a nd RES P ONDENT S P OUS E a cknowle dge  a nd unde rs ta nd tha t if

the y fa il to comply with the  provis ions  of the  Orde r a nd this  Conse nt, the  Commiss ion ma y bring

26
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25

24

23

22

21

20

17

19

18
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13

1 2

1 6

15

1 4

1 0

4

2

3

7

5

6

9

8

1

by Michae l Joseph Harman (a /k/a Michae l Hannon, Mike  Han fan and Michae l J . Hannon, II).

My commiss ion e xpire s :

@ /a w/

S TATE OF ARIZONA )
) ss

County 01 9/W6a  I4/4 )

SUBSCRIBED AND SWORN To BEFORE me this ~ 5 ' Iay of 4 ¢ 2 4 4 » 4 /

ne ce s s a rily re nde r the m lia ble  to the  Commis s ion for its  cos ts  of colle ction a nd inte re s t a t the

maximum legal ra te  .

RES P ONDENT and RES P ONDENT S P OUS E agree  and unde rs tand tha t if they fa il

to ma ke  a ny pa yme nt a s  re quire d in this  Orde r, a ny outs ta nding ba la nce  sha ll be  in de fa ult a nd

s h a ll b e  im m e d ia te ly d u e  a n d  p a ya b le  with o u t n o tic e  o r d e m a n d .

RES P ONDENT S P OUS E agree  and unde rs tand tha t a cceptance  of any pa rtia l or la te  payment by

the  Commission is  not a  wa ive r of de fault by the  Commission.

furthe r le ga l proce e dings  a ga ins t the m, including, without limita tion, a pplica tion to the  supe rior

court for an orde r of contempt.

RES P ONDENT a nd RES P ONDENT S P OUS E a gre e  tha t until a ll re s titution a nd

a dminis tra tive  pe na ltie s  in this  Orde r a re  pa id in full, the  RES P ONDENT a nd RES P ONDENT

S P OUS E sha ll notify the  Director of the  S ecuritie s  Divis ion within 30 days  of any change  in home

address or any change  in any of the ir ability to pay amounts due  under this  Order.

R E S P O NDE NT a n d  R E S P O NDE NT S P O US E  u n d e rs ta n d  th a t d e fa u lt  s h a ll

17.

19.

18.

Agreed:

ibhae l Joseph a nna  (a /k/a  Micha e l Ha nnon,
Mike  Han fan and Michae l J . Hannon, II)

NOTAR

Docket No. S-020472A-06-0535

Notary Pu
Maricopa County
Ronald Baron
Mv Commission Expires

RE S P O NDE NT a nd

42 -">

9 2008

5

L

14
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1

2

3
1 -

Ce  C. Ha ina n , forme r s pous e  of
hoe ] J os e ph Ha ina n4

Agreed :

5 S TATE OF ARIZONA

6 County of [j47Z4/
7

J 2008
8
9 by J a nice  C. Ha nna h, forme r s pous e  of Micha e l J os e ph Ha n fa n

10

SUBSCRIBED AND SWORN To BEFQRE me  this 4 4 / day of 5

. , MM/
Nf>TARY I

I449/44%/t/'
11

AILEEN FUNDINGSLAND
Notary Public - Arizona

Pima County
Mv Commission Expires

Feb'L\apy 22, 2009
»qg»~.g;-¢q»-gr-qpqp

12
My comm

13 cQ,t9<9.'87

14

15

16

17

18

19

20

21

22

23

24

25

26
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