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RE:

August 15, 2001

Richard James Jones, S-03404A-01-0000

CC: Br ian  C.  McNei l ,  Execut ive  Secre tary

The Div is ion f i led a  NOtice of  Oppor tun i ty  For  Hear ing Regard ing Proposed Order  For  Rel ie f  on
Apr i l  26, 2001 against Richard James Jones ( "Jones") . Jones was served by personal serv ice on
Apr i l  27, 2001. Jones requested a hear ing, through counsel, on May 10, 2001 .

Jones is  an Ar izona l icensed Chiropractor .  Star t ing in  about 1997 through 1998, Jones began
sol ic i t ing h is  pat ients  to  invest in  two d i f ferent investment programs. The f i r s t  program,
Petro leum Resources was an o i l  and gas investment operated by Wi l l iam McRae ( "McRae") .
The second program Jones offered was in Den re l  F inance operated by Ben Cook ( "Cook") .

After  Jones descr ibed die Petroletun Resources investment to a potential investor , Jones would
refer  the person to McRae who would descr ibe the investment fur ther  and take the investor 's
funds. Jones referred at least seven people who invested $610,000 in Petroleum Resources. Jones
received $1,500.00 and stock in Petro leum Resources. Jones prov ided documentat ion indicat ing
that he voluntar i ly  turned the s tock back to the company pr ior  to  the Div is ion 's  invest igat ion.

The investments in Den rel Finance operated the same way. If someone expressed an interest in
the investment, Jones would refer  the person to Cook or  Michael Patr ick. Jones refer red
approx imate ly  twe lve  inves tors  who inves ted $ l ,0 l1 ,000 in  Den re l  F inance.

Jones did not invest in  Petro leum Resources. Jones invested in $310,500 in Den re l  F inance. At
no t ime did Jones have access to the funds invested in either  investment oppor tunity . Jones' ro le
was to f ind investors for  the programs.
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In 2000, the Division and the Attorney General's Office obtained a finding of contempt against
McRae for the Petroleum Resources investment. However, since the McRae still owes the
investors in the 1996 investment, the Court did not order restitution until such time as i`unds are
available to pay the restitution. At this time, the state has found no assets to seize on behalf of the
McRae investors.

The Dennet Finance matter is in the hands of a Receiver appointed by the District Court in Texas
in a matter tiled by the Securities and Exchange Commission. The investors will receive funds
from the receiver. In addition, the criminal matter against Cook is still pending and the state is
seeldng criminal restitution.

The attached Order to Cease and Desist, Order for Administrative Penalties and Consent to Same
orders Jones to cease and desist from violating the Arizona Securities Act. In addition, Jones
consents to not recommend, offer, sell, or promote securities without registration or a valid
exemption.

Jones will pay an administrative penalty in the amount of $5,000 and disgorgerment of $1,500.00
for the funds he received in the Petroleum Resources matter. In the Den rel matter, Jones has lost
his investment totaling $188,000.00.

Actions have been filed against the responsible parties in the Petroleum Resources matter,
McRae, Stephen Johnson (ACC Decision # 63874, dated July 25, 2001) and now, Jones.

The SEC and the Arizona Attorney General's Office have taken action against the principals in
Den rel Finance and the company and its assets are in control of a receiver. The receiver is
locating and seizing assets on behalf of the investors. The interests of the investors are being
served.

The Division believes that this Order is in the best interests of the state of Arizona and
recommends that the Commission accept the proposed consent.

Originator: Wendy Coy

AG: Moira McCarthy
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RICHARD JAMES JONES
11402 E. Aster Dr.
Scottsdale, Arizona 85259

)
) DOCKET no. S-03404A-01-0000
)
) DECISION no.
)
) ORDER To CEASE AND DESIST, ORDER
) FOR ADMINISTRATIVE PENALTIES AND
) CONSENT To SAME
) BY: RICHARD JAMES JONES
)

RESPONDENT RICHARD JAMES JONES elects to permanently waive any right to a

hearing and appeal under Articles 11 and 12 of the Securities Act of Arizona, A.R.S. § 44-

1801 et seq. ("Securities Act") with respect to this Order To Cease And Desist, Order For

Administrative Penalties and Consent to Same ("Order"). RESPONDENT admits the

jurisdiction of the Arizona Corporation Commission ("Commission"), neither admits nor

denies the Findings of Fact and Conclusions of Law contained in this Order, and consents

to the entry of this Order by the Commission.

1.

1

2
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4

5

6 In the matter of

7

8

9 Respondent.
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FINDINGS oF FACT

1. Beginning in the fall of 1997, JONES offered and sold interests in two

investment programs. The first program involved the offer and sale of fractional

undivided interests in oil and gas. JONES offered and sold to at least seven people who

invested at least $610,000.00. The oil and gas interests were in Petroleum Resources

L.L.C. William McRae ("McRae") was in control of the L.L.C. McRae was the subject of a

civil action filed by the state of Arizona and the Arizona Corporation Commission (CV 95-



Docket No. S-03404A-01-0000

1 02582, State o/'Ar/zona and the Ar/Zona Corporation Commission vs. Vs//iam McRae et at )

2 McRae was permanently enjoined from offering and selling securities.

3 2. Throughout 1998, JONES offered and sold an investment program involving

4 the sale of prime bank investments by Den rel Finance and Ben Cook. JONES sold to

5 approximately 12 investors who invested at least $ 1,011,000.00. JONES invested over

6 $310,000.00 in Den rel Finance and subtracting any commissions and interest payments

7 received by JONES, he personally lost over $188,000.00. The SEC has taken action

8 against Den rel Finance and Ben Cook and a receiver has been appointed (Securities and

9 Exchange Commission vs. Benjamin Frank/in Cook et at, 3:99-CV-0571-R (N. Dist. Tex.)).

10 The Arizona Attorney General's Office filed a civil forfeiture action against Den rel Finance

11 and Ben Cook (cy 99-06800, In The Matter of.- 35808 n. Pima Road, Scottsdale, Ar/zona ,

12 Et Al, As More Particle/ar/y Described In The Attached Append/X One), and the grand jury

13 indicted Ben Cook for activities surrounding the sale of investments through Den rel

14 Finance (CR 2000-013043, State v. Benjamin Frank/in Cook).

15 3. JONES is a licensed chiropractor in the state of Arizona. Most of the

16 investors that JONES solicited in the two programs were patients. In most cases, the

17 discussion of the investments took place while JONES was administering treatment to his

18 patients.

19 OIL AND GAS INTERESTS

20 4. Beginning in the fal l  of 1997, JONES approached a number of his

21 chiropractic patients to invest in an oil and gas program by the name of Petroleum

22 Resources L.L.c.1 ("Petroleum Resources") operated by McRae. JONES told offerees and

23 investors that he had invested in Petroleum Resources and thought Ir was a good

24 investment. According to a number of investors, JONES held up a $1,500.00 certified

25

26 1 Petroleum Resources L.L.C. was formerly known as American Petroleum L.L.C. McRae
changed the name almost immediately after beginning the offering to Petroleum Resources L.L.C.

2
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2

misrepresented to offerees and investors that he was an investor when in fact, JONES did

1 check claiming that he had already begun receiving a return from Petroleum Resources,

when in fact, JONES had not invested, and the check was for a purpose other than a

3 return on an investment.

4 5. Once the patients expressed an interest in the investment, JONES provided

5 their names to McRae. McRae would then contact the potential investors and set up a

6 meeting. JONES attended the investment meetings between the offerees and McRae.

7 6. Even though JONES represented to investors that he personally invested in

8 Petroleum Resources, JONES never invested in Petroleum Resources. When confronted

9 by the investors, JONES admitted that he did not personalty invest in the oil and gas

10 program. JONES stated that he planned to invest but was unable to transfer his IRA

11 account to the investment. JONES received stock and at least $1,500.00 in consulting

12 fees for referring investors to McRae.

13 7. The Arizona Corporation Commission and the Attorney General's Office filed

14 a civil action against McRae in 1995 for the offer and sale of oil and gas interests. McRae

15 was ordered to pay over $2 million in restitution to investors in the earlier program. Only

16 $10,000 was paid. The Petroleum Resources program was very similar to the earlier

17 program offered and sold by McRae. To the Division's knowledge, none of the oil and gas

18 programs offered and sold by McRae have returned funds to the investors.

19 8. In connection with the Petroleum Resources investments, JONES

20

21 not invest in the oil and gas program.

9. In connection with the Petroleum Resources investments, JONES

23 misrepresented to offerees and investors that he received a return on his investment in

24 Petroleum Resources by displaying a check to the offerees and investors when in fact,

25 JONES had not invested.

26

22

3
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1 10. In connection with the Petroleum Resources investments, JONES failed to

2 disclose to offerees and investors that William McRae had consented to a civil judgment in

3 1996 involving the offer and sale of oil and gas wells. William McRae consented to pay

4 restitution in an amount over $2 million and such amount has never been paid.

5

6 11. Throughout 1998, JONES again was soliciting his patients to invest in

7 Den rel Finance. This time JONES was offering the opportunity to invest in a "high yield"

investment or "prime bank instrument" program, otherwise known as a prime bank

PRIME BANK INVESTMENTS

17 JONES received facilitator fees and sponsor fees, i.e., commissions, for the

18 referral of investors to the various programs offered and sold by Den rel Finance.

19 . 15. JONES accompanied his patients to the meetings regarding Den rel Finance.

20 During those meetings, the investor would provide their investment checks to either

21 Michael Patrick or Ben Cook.

22 16. In connection with the Den rel Financial investments, JONFS failed to

23 disclose to offerees and investors that prime bank schemes do not exist in the legitimate

24 financial world.

25

26

8

9 scheme. Prime bank programs do not exist.

10 12. The only way the patients could invest in the programs was to be sponsored

11 by another investor, JONES. Once a potential investor expressed an interest in the

12 program, JONES referred them to his sponsor.

13 13. In addition to soliciting patients, JONES also sent solicitations to other

14 chiropractors. JONES sent information to one chiropractor specifying the expected return

15 rate and enclosed a copy of a check payable to one of his patients and stating "we've

16 been paid!"

14.

4
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BOTH INVESTMENTS

11.

1

2 17. According to the investors, they would not have invested if JONES had not

3 represented that the investments were good. JONES represented to at least one investor

4 that they would be able to retire on the two investments.

5 18. The investors stated that they believed JONES to be a caring health care

6 professional. They believed that JONES was concerned about their health and that was

7 the reason he was informing them about these investments. In some instances, the

8 investors were not aware that JONES would receive a benefit for referring investors to a

9 program.

10 19. JONES failed to disclose to some offerees and investors that he was to

11 benefit by either cash or stock by referring investors to the different investment

12 programs.

13

14

15 1. The Commission has jurisdiction over this matter pursuant to Article Xv of the

16 Arizona Constitution and the Securities Act.

17 2. RESPONDENT offered or sold securities within or from Arizona, within the

18 meaning of A.R.S. §§ 44-1801(15), 44-1801(21), and 44-1801(26).

19 3. RESPONDENT violated A.R.S. § 44-1841 by offering or selling securities that

20 were neither registered nor exempt from registration.

21 4. RESPONDENT violated A.R.S. § 44-1842 by offering or selling securities while

22 neither registered as a dealer or salesman nor exempt from registration.

23 5. RESPONDENT violated A.R.S. § 44-1991 by (a) employing a device, scheme or

24 artifice to defraud, (b) making untrue statements or misleading omissions of material

25 facts, and (c) engaging in transactions, practices or courses of business which operate or

26 would operate as a fraud or deceit.

CONCLUSIONS oF LAW

5
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1 6. RESPONDENT'S conduct is grounds for a cease and desist order pursuant to

2 A.R.S. § 44-2032.

3 7. RESPONDENT'S conduct is grounds for administrative penalties under A.R.S.

4 § 44-2036.

5

6

7 THEREFORE, on the basis of the Findings of Fact, Conclusions of Law, and

8 RESPONDENT consents to the entry of this Order, the Commission finds that the

9 following relief is appropriate, in the public interest, and necessary for the protection of

10 investors:

11 1T is ORDERED, pursuant to A.R.S. § 44-2032, that RESPONDENT, and any of

12 RESPONDENT'S agents, employees, successors and assigns, permanently cease and

13 desist from violating the Securities Act.

14 IT IS FURTHER ORDERED, pursuant tO A.R.S. § 44-2032, that RESPONDENT shall

15 pay disgorgement in the amount of $1,500.00. Payment shall be made in full by cashier's

16 check or money order on the date of this Order, payable to the "State of Arizona."

17 IT IS FURTHER ORDERED, pursuant to A.R.S. § 44-2036, that RESPONDENT shall

18 pay an administrative penalty in the amount of $5,000.00. Payment shall be made in full

19 by cashier's check or money order on the date of this Order, payable to the "State of

20 Arizona."

21 . . .

22 ...

23 ...
24 ...

25 . . .

26 ...

III.

ORDER

6
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IT IS FURTHER ORDERED that this Order shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION

CHAIRMAN COMM1SSIONER COMMISSIONER

r

I N  W I T N E S S  W H E R E O F ,  1 ,  B R I A N  C . MCNEIL,
E x e c u t i v e  S e c r e t a r y  o f  t h e  A r i z o n a  C o r p o r a t i o n
Commiss ion, have hereunto set my hand and caused
the  o f f i c ia l  s ea l  o f  the  C ommis s ion  to  be  a f f i x ed  a t
the Capi to l ,  in  the C i ty  o f  Phoenix ,  th is day
o f , 2001.

1

2

3

4

5

6

7

8

9

10

11

12

13

14
DISSENT

15 This  document is  avai lable in a l ternative formats by contacting Shel ly  M. Hood, ADA
16 Coord inator ,  vo ice phone number  602-542-3931, E-mai l shood@cc.state.az.us.

17 ( p l c )

18

19

20

21

22

23

24

25

26

BRIAN C. MCNEIL
Executive Secretary

7
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CONSENT To ENTRY oF ORDER

1. RESPONDENT RICHARD JAMES JONES, an individual, admits the jurisdiction

of the Commission over the subject matter of this proceeding. RESPONDENT RICHARD

JAMES JONES acknowledges that he has been fully advised of his right to a hearing to

present evidence and call witnesses and RESPONDENT RICHARD JAMES JONES

knowingly and voluntarily waives any and all rights to a hearing before the Commission

and all other rights otherwise available under Article 11 of the Securities Act and Title 14

of the Arizona Administrative Code. RESPONDENT RICHARD JAMES JONES acknowledges

that this Order To Cease And Desist, Order For Administrative Penalties and Consent to

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

Same ("Order") constitutes a valid final order of the Commission.

2. RESPONDENT RICHARD JAMES JONES knowingly and voluntarily waives

any right under Article 12 of the Securities Act to judicial review by any court by way of

suit, appeal, or extraordinary relief resulting from the entry of this Order.

3. RESPONDENT RICHARD JAMES JONES acknowledges and agrees that this

Order is entered into freely and voluntarily and that no promise was made or coercion

used to induce such entry.

4. RESPONDENT RICHARD JAMES JONES acknowledges that he has been

represented by counsel in this matter, he has reviewed this Order with his attorney and

understands all terms it contains.

5. RESPONDENT RICHARD JAMES JONES neither admits nor denies the

Findings of Fact and Conclusions of Law contained in this Order. RESPONDENT RICHARD

JAMES JONES agrees that he shall not contest their validity in any present or future

administrative proceeding before the Commission.

6. By consenting to the entry of this Order, RESPONDENT RICHARD JAMES

JONES agrees not to take any action or to make, or permit to be made, any public

statement denying, directly or indirectly, any Finding of Fact or Conclusion of Law in this

8
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1

2

3

6

7

Order or creating the impression that this Order is without factual basis. RESPONDENT

RICHARD JAMES JONES will undertake steps necessary to assure that all of his agents

and employees understand and comply with this agreement. Nothing in this provision

4 affects RESPONDENT RICHARD JAMES JONES' testimonial obligations or right to take

5 legal positions in litigation in which the Commission is not a party.

7. While this Order settles this administrative matter between RESPONDENT

RICHARD JAMES JONES and the Commission, RESPONDENT RICHARD JAMES JONES

8 understands that this Order does not preclude the Commission from instituting other

9 administrative proceedings based on violations that are not addressed by this Order.

10 8. RESPONDENT RICHARD JAMES JONES understands that this Order does not

11 preclude the Commission from referring this matter to any governmental agency for

12 administrative, civil, or criminal proceedings that may be related to the matters addressed

13 by this Order.

14 9. RESPONDENT RICHARD JAMES JONES understands that this Order does not

15 preclude any other agency or officer of the state of Arizona or its subdivisions from

16 instituting administrative, civil or criminal proceedings that may be related to matters

17 addressed by this Order.

18 10. RESPONDENT RICHARD JAMES JONES understands that default shall render

19 him liable to the Commission for its costs of collection and interest at the maximum legal

20 rate.

21 11. RESPONDENT RICHARD JAMES JONES understands that he is not to

22 recommend, offer, sell or promote any securities without registration or an available

23 exemption, whether or not it is for any compensation or other benefit.

24 12. RESPONDENT RICHARD JAMES JONES agrees that he will continue to

25 cooperate with the Securities Division including, but not limited to, providing complete

and accurate testimony at any hearing in this matter and cooperating with the state of26

9
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1

2

Arizona in any related investigation or any other matters arising from the activities

described in this Order.

13. RESPONDENT RICHARD JAMES JONES consents to the entry of this Order

4 and agrees to be fully bound by its terms and conditions. if RESPONDENT RICHARD

JAMES JONES breaches any provision of this Order, the Commission may vacate this

Order and restore this case to its active docket.

3

5

6

7

RICHARD JAMI=> JONES .

SUBSCRIBED AND swoRn To BEFQRE me thi5/ % ay of /4%
2001.

I

8

9

10

11

12

13
..r

NOTARY PUBLIC

My Commission Expires:

14

15

16

17

18

19

20

21

NOTAHY PUBLIC
STATE OF ARIZONA

Maricopa County

- Toma L. nlTscHARo
My Commission Expire$ Mareh 22, 2004

22

23

24

25

26
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