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DATE: April 19, 2016

RE: Proposed Order to Cease and Desist, Order for Restitution, Order for
Administrative Penalties and Consent to Same by Samuel A. Jones, Docket No.
S-20948A-15-0422

Jodi Jericho, Executive Director

Please find attached a proposed Order to Cease and Desist, Order for Restitution, Order for
Administrative Penalties and Consent to Same ("Consent Order") by Samuel A. Jones.

Between February 7, 2010 and January 14, 2011, Mr. Jones violated the Securities Act by selling
promissory notes of Shadow Beverages and Snacks, LLC ("Shadow Beverages"), an Arizona
limited liability company that Mr. Jones was an officer and manager of Mr. Jones raised
$550,000 from four investors from the sale of the Shadow Beverages notes. The Shadow
Beverages notes were not registered pursuant to Articles 6 or 7 of the Securities Act. The
investors have been repaid $455,000.

In selling the Shadow Beverages notes, Mr. Jones did not disclose to investors: (i) Shadow
Beverages' defaults on notes to prior investors, or (ii) the failure of note guarantors to perform
on previous guaranties of a Shadow Beverages note. Mr. Jones also misrepresented to one of the
investors that Shadow Beverages was not in default on any indebtedness for borrowed money.
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In the proposed Consent Order, Mr. Jones admits for purposes of this proceeding and any other
proceeding in which the Commission is a party that he violated A.R.S. § 44-1991. He also admits
that he violated A.R.S. §§ 44-1841 and 44-1842 by selling unregistered securities in the form of
Shadow Beverages notes as an unregistered salesperson or dealer.

The proposed Consent Order requires Mr. Jones to permanently cease and desist from violating
the Securities Act, to pay restitution in the principal amount of $95,000, plus interest from the
date of each investor's note purchase, and to pay an administrative penalty in the amount of
$15,000.

The Securities Division believes the proposed Consent Order is appropriate to protect the public
welfare.

Originator: Paul Kitchin
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In the matter 0f`
DO( Ki~I IN() S ?(>94M\ ZN 04°9

Shadow Beverages and Snacks. LLC, an
Arizona limited liability company.

[)1§j(liS¥()N no.
~) Lucio George Martinez and Li>a K.

Martinez. husband and wife.
IT

Samuel A. Jnncs. a married mom.
1 t

ld
Respondents.

ORDER TO CEASE AND DESIST, ORDER
FOR RESTITUTION, AND ORDER FOR
ADMINISTRATIVE PENALTIES AND
CUNSEN1 TO SAME
BY: SAM URL A. JONES
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14 Rcspnmlcm Samuel A . James f"Rcspnx1dcnt") elects to permanently waive any right to a

15 hearing and :appeal under Articles 1 l ad I " of the Sccurilics Act of Arizona. A,R.S. £'l

16 .'\L*(]. I"Sccurilics Act") with respect to this Order to Cease and Desist. Order for Restitution. and

I Order f`nr Administrative Penalties l`"Ordcr"). Respondent admits thy: jurisdiction of the Arizona

(l`nrp<>ratiun L`m1m1ission ("(`ummission"): admits only bi' purposes of this proceedingandany other

19 proceeding in which the Commission is a party the Findings of Fact and Conclusions of Law

"U contained in this Order: and cunscnts to the entry of this Order by the (.`ommission.

*1 I.

l mQui- rlnr>1n(,s OF FACT

I Sluldnw Bcvcrugus and Snacks. LLC' ("Shod<nv") is u limited liability cctmpany that has

hccxl urglnimxi umicr the laws of the state of Arizona since.Ill\ "(l08. Shadow has been based in*»\1.i2<}nu

smcc It \\ as \`1IClll\.'d,

"(~»
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l 2 Since at least June I 2009. Samuel A. Jones ("Jones") has been a married man and a

'7 resident of the state of Conneedeur. Jones has not been registered by the Commission as a securities

"s
Q salesman or dealer.

3. Shadow created and built product brands for the beverage and snack industry.

5 including products such as energy beverages, nutritional supplement beverages, and preserved meat

6 ll conhuctcci with botticrs to produce products that it sold to rctaiicrs. Shadmv was a

- 1

.f functioning business when each of the relevant lmcstors invested. Shadow ceased operations in
early

Ii "015. At its peak. Shadow had approximately 23 employees.

0 Shadow l3~:v<:rages is the debtor in an inwlumary cuss tiled <>n June 26. 2915 under

H) the L8.S. Bankruptcy Code. Chapter
- 1

x
.F

,l1§l'\CS was ax thunder o f Shadow .I(m<:s we; Shadow oftkcr and member 0 f Mme

4
A-» Shadow board uilmanagcrs when each of the relevant investors invested.

On February 17. 2010. an Arizona investor ("Investor B") invested $50,000 in a

14 Shadow promissory note. Before investing. this investor was not infonncd of Shadow's dethuh on a

550.000 note In u prior investor. The uotc offered "5" 0 annual interest and was due on August 174

18 2010. Slundovs dcflauhcd on thy note cm that date. Shadow employees personally guaranteed payment

I
.au of this note hw never personally made any Pu) men fur this note. Ur May 17. 201 l. ax judgment was

18 entered in the Maricopa Superior Court against Shadow and other dctbndants in iiwor f>tlthis investor.

w This note was cvcnIual\y tinily paid by Shadow in "UI 1

Ty() 7 Investor B made a second investment, investing S*00.000 more on March I
J
I Z()1(i.

* \ in pa Shzxdcm pnnnissury nntc. In 11 loan agreement made m connection with the invcstmcm, Shadow

"a 'J stated that it was not in dcthult in any indebtedness for borrowed money. Actually, Sh8duw had been

in default On an prior invcstorls note since December 3 I, '>u()9. The note oftbrcd 25% annual interest

and was due on September 17. 1010. Shadow defaulted on this rule on that date. This nuts was

m cntuallv fully paid by Shzxdmm in "UI I

3
l)cci>4i\>n Nu.
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1 (Jr Scptcnmbcr I 7010. ax nonresident investor ("hlvcstor C") invested S?5,()0() in a

'7 Shaduvv promissory nuts. Befbrc lm cstiusz. this investor was not infbrmcd of failures to perform on

s
_1 pro\ iuus personal guarantees for a Shadcnx note. The note offbrcd 15% annual interest and was due

4 on December 2010. Shadow dcthultcd on this note on that date. Shadow employees personally

guaruntccd this note but never personally made any payments for this note. his mc vs eventually

(u fully paid by Sinadnw in *UI 1

A 1 QQ ,Iunuury 3 . my. an Arizona investor ("Investor D") invested $125000 in a

8 Shadow promissory note. Before investing. this investor was nil intbrmcd ofShadow` dcfauhs on

9 previous rwlcs. The note oftbrcd 10% annual interest and was due on March l. 201 1 Shadow

I (3 defaulted on this note cm that date. This note was eventually fully paid by Shadow in 201 I .

1 3 IU. Ur .Izmuarv 34. *fu 1. an Arizona investor ('"Investor F) invested $100000 in a

p Shadow promis>m.v note. Bctbrc investing. this invcstur was not intbrmcd of Shadow's defaults on

13 prcvtous nuts. The nuts otlfbrcd 10% annual interest and was due on December 31. 101 1 To data,

1-4 Shadow has made two pavmcuts fkxr the note totaling $5_000.

15 I I In uppruxiImunely August "UI l . Shadovx received upproxirnately S7.00().U0() from an

36 cqumtv II]\ Q->imL'1n in membership units by a Qrullll of bcvcraxtc industry executives. Shade\\ used

1 / these funds to fully pay the principal balances nfsomc of the ubnvc notes.

4 Jones signed the nuts for Investor B'§ Hrst investment and tr Investors C. D. and E.

w and he signal xhc loan aurucmcnt tr lm slur B`s second investment.

*() gr; Slmdmv ruiscnl a total of $55¢).uun from lm. castors B. C, I), and E 'Ihosc invcsturs

21 ha\ Q received 5455.000 in principal pavmcnts Thr their investments.

-'by II.

*ye c'<>ncL1: sloxs OF LAW

"44 . I The Commission has jurisdiction over this matxcr pursuant to Article XV of the

Arizunu (`un>Iitu1iun and the Securities Act.
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Duckct No. S~'*()94XA-15-042° a

I Respondent offered or sold securities within or firm Arizona, within the meaning of

A.R.S. §§ 44-l80!( 15). 44-1801421 ). and 44~I80I(26).

-s
1. Rcspamndcnt vioiutcd A.R. 44- 1841 by 0ilib1'ing or sell ing securities that were

4 neither registered nor exempt toxin registration .

5 4. Rcspmldcnt \ iolatcd A.R.S. 44- I 847 by offering or selling securities while neither

0 rcglstcrcd as a dealer or salesman nor exempt from registration,

5 Respondent violated A.R.S. § 44-\ 99] .

(1 Rcspondcnfs conduct is gz'uund> for a cease and desist order pursuit to A.R.S. § 44-

0> `)l]'§')

R 4,30 Rcspundcxn b cunduat I r» oF()Ul\Li\ liar 8111 order of  rcszM1ti<m pursuant IL) , \ r §

1 I *n

1: x, R c s pomic n t Q01'ldL1C1is grounds for administrative penultics under A.R.S. § 44~.?.(}3f>.

18

14 0R1)£R

l'Hl~RH~()R!-. in the basis of the Findings of Fact. Conclusions of Law, and Rcspondcnfs

16 consent fv the entry of this ( )rdcr. attached and incorporated by reference. the Commission finds that

V? the tallowing rclicfis apprupriutc. in the public interest. and necessary for the prvtcction of investors:

18 l-l. IS 0R[)liRFD, pursuit to A.R.S. § 44-*()8*, that Respondent. and any of Rcspondenfs

I~> ugcnts. c1nl1luyee:4. SllL"cc53(\I's and us~;i_gns. permanently cease and desist t`ro» 1nwioiaring Thu Securities

*H

'w I l'l IS Pl R'l HFR ()R[)ER£~.D that Respondent complies with the attached Cmmsent to Entry

"3 '3 of( Mltcr

x
1 1.1 IS H'RTIIER ()Rl)FRED. put>uan\t to A.R.S. 5 44-2082. that Rcspundcnt shall. joiml_v

21 and so orally with all Respondents against whom urdcrs are cmcrcd under Docket Nu. S-70*)48A-

*Q I5-()4"" inv restitution to loc' Comntiwsion in the principal amount of S95.0<>o as a result of the

fs cundrur t wt firth in the Findings uf` Fact :Md Uonclllsions fLa» \ Puvmcm is due in full on the date

I)ccisi<» n \u.
l
1
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t
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I of this Order Puymcut shall be mzadc to the o f Ari;<ma" IQ be placed in an intcrcsbbcaring

1 Any principal amount outstanding shall g¢cl'llt8 interest ataccount contmllcd by the C`ommission.

"1

*.1 the rate 0il4.° 5 percent per annum from the date of purchase until paid in full. Interest in the 'dId()ll!ll

4 of S" ".32l .23 has accrued from the dare of purchase to April 14. 2016.

The Commission shall disburse the funds on a pro-rata basis to investors shown on the records

(8 of the L`ummission. Any restitution funds that the Commission cannot disburse because an investor

'w l<:tl11scs iN accept such pa;/mcnt. or any restitution funds that cannot be disbursed to an investor

hccausc IhC investor is deceased and the Commission cannot reasonably identify and locate the

<> deceased investor's spouse or natural children surviving at the time of the distribution, shall be

10 disbursed 011 u pin-rata basis to the remaining investors shown on the records of the Commission.

1 I Any funds that the (`on1rnission determines it is unable to or cull rut feasibly disburse shall be

tramstbrrcd to the general fund of the state <>fArizona.

H I H RE HER ()R})}:Rlg'D. pursuant Io A.R$S. 4: -14-7()¥~6 that Rcspondcm shall pay an

14 administrative pcnalrv in the auuuunt of Sl5.090 as a result of the conduct set forth in the Findings of

Fact and (inclusions of Law 4 Payment is duo in till! on the dznc of this Order, Payment shall be

16 made to the "Stale of Arizona." Any amount outstanding shall accrue interest as allowed by law

I IT IS FURTHER ORDERED that payments received by the state of Arizona shall first be

1>< :applied Ru the rcstilutiun uhligation. L'pon pay went in tlnll of the restitution ohligntiim, pzlvmcnts

xv shall he ilppiicd n»  loc pcnnhy obligation.

in l'uI' pu1'pusc> of thy ()rdez'. a hzu\kl'uptc}. tiling Hy Re>pondcnt shall be an act of dctliuli. If

*I Respondent Lines not cumpl§ with this Order. any outstanding balance may be deemed in dcthull and

shall he immediately due and pavublc.

s re IS ilQR'l.l1ER <>t<l>18I<}» 1>.that if Rcspwndcnt f"lils to comply with this order. loc

(&>mn11>mo¥3 wuzxv bring I'urtllcr legal pl'm'ccdil'lgs aigzuimt Respundclmt. including uppliczntiun to the

*4

18

8

supcrim cuuu lM .111 ormicr ii' cumcxnpt.
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I l'l` IS Fl §RTi-1l;R L)RDERl;D. that no finding of thee or conclusion of law cmltaincd in this

1 Order >hall he deemed binding against any Respondent under this Docket Number who has not

q
js consented to the entry ofrhis Order.

4 IT IS FL: RTHER ORDERED that this Order shall become effective immediately

An BY ORDER OF THE ARIZONA (.`0RPORATI()N c.omm1ssxon

""!
I

C( )MM SSI()NlzR

=<

<4

( ( Y \ 1 \ 1 l \ S I ( ) \ i , R co*\1wss1<» vR un1w9$I(y\1 R
IU

I l

18

IN \ \` lTnE.ss \ \"HEREof ..  l .  _l () l ) l  JERICH, Execuriw
Director of  the Arizona Cbrpuration Commission. have
hereunto set my hand and caused the othcial seal of the
Cumlnissiun ro be affixccl at the (.`apitoL in the (`ity oflPhoenix.
this Dav of . *()la.

IN

l<

ah _l()I)! .llRI(IH
l\tu l l \ r DIR!  Q I()R

I
1 s

18

l<) I)1$$y\I

*o

*1
I)lssl.\ I

'a "3

A l ) A
"\
_.ii

l.h"> ducunwnt as an nilablc in ultcrnuliw fln'mab he contacting Shavlin A. Bernal.
l.00l.<lillulu1._ \\\i\° C phnnc mnnhcr (» ()7-54"-393 I. c-mailsubcrnul u_uzcc.guv
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bl hurl-crnmnul proceeding ix\ which the (kmunission is u

(oxwlusion~ al Law contained in this

Order

(`omun>su\n IS Ll purls

(`o1'u:Iusiuns of Lava contained in this Order in any present or fixture proceeding in which the

Re>pomicm limrthcr agrees that

which the (- ommis>ion is u party the Findings of I-'act and Ccmclusigmxe of Law contained in this

he has reviewed this Order with his arromcy, David Wood of the iii Baskin Richards PLC. and

understands all n:m1s it contains.

jurisdiction of the Commission over the subject matter of this proceeding. Respondent acknowledges

uluntzwily and that no promise was made or coercion used to induce such entry

Sccuritic> Act to judicial rcvieu by any court by way of suit. appeal. or extraordinary relief resulting

from the cry of thy Urcicr

C`mnmi>>iun.

that he has been flxlly advised of his right to

Administralrivc Qodc.

rights otherwise available under Article H

Rcstitutiwn. and Oriicz br

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

5.

5;

-s

7

Re>pnndum agrees that he shall not contest the ulidit.v

Rcspundcm thrthcr agrees that he >h:\Il not

Rirzipondcnt admits only for purpuscs of this proceeding and any other proceeding in

Respondent acknowledges that he has been represented by

Respondent acknowledges and agrees that this Order is entered into freely and

Respondent knowingly and voluntarily waives

Resp<md»:nt SAMUEL

Re:,pondcm ackmnvlcdgcs that this

Administrative Penalties ("()1° der") constitutes a

CONSILN I I Q i;\ ' l  R\ OI' ()Rl)l€R

in any ach pI1» cccdix1g>_

, < I . ,  f  1 ~\ 1 » .

A * » .»

(}l.dcr in any present or fiuurv: f a) bzmkmptcy procccrding. Ur

A .

a hearing to present evidence and call witnesses and he

JQNES, an individual. ("Rcspondent") admits the

of the Securities Act and Title

deny

Order to Cease and Desist. Order for

pane (collectively. "prucccding(s)").

o r

any right under Artidc 13 of

wntcst the

Ilmlwt \u <4 N19-3144 aW ow

o f The tfimiings

(ill attorney

valid final order of the

inkings it'

14 mf the Ari7un;1

in thy

Ur* Pam and

Pact Ami

m at to r.

the

i)ccisi<m Nu,
4

4

1
3

4.
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Duckct No, $-_g()94XA-15-()4¢>2
4

I Law contained in this Order may be taken as true and correct and that this Order shall collatcrully

"J stop him from re-litigaring with the Commission or any other Arizona state agency. in any forum.

1
_je the accuracy of the Findings 9tlFact and Conclusions of Law contained in this Order. In the event

4 Respondent pursues bankruptcy protection in the fixture. he further agrees that in such bankruptcy

5 proceeding, pursuant tn I 1 L; 5 5"3(a)(19), the tallowing circumstances cxlst:

(3 at) The ululigativns incurred as u result of this; Qrdcr arc u result of the conduct set tbrxh in

""T the F inkings of Fact and Conclusions of Law in the Urdu and are bi' the iolalion of

>; Ax'i2'nna :state i~;cc1.1ritics laws. pursuant to I I lJ.s.c. § 5.23(a)(!9)(A)(i);

9 bl Thy (-)rdc1- wtxstitxxtw Zi judgment. order. consent order, or decree cmcrcd in ii state

IU proceeding pursuant to I 1 s

» ch 5® _1Izi)(l*)l(I3)(il_ax settlement age¢entcnt entered into

I 1 h\ Respondent pursuant to I l L3.S.(` § 528(al( l9)(B)(ii). and a court order tr damages.

tine. penalty. citation, rcstitutimm payment. disuorgcnncnt payment. attomcy fee. cost or

18 other payment mvcd by Rcspnndcm pursuant to I I U.S.C. § 523(a)(l9)(B)(iii).

34 By cunscnting to the emxy of this Order. Respondent agrees not to take :my ztcuou Ur

15 tn mzikc. or pcriuit [0 be made. any public statement denying. dirccrlv or indircctlv. any Finding of

](v act or L ulwlusiun of Lava' in this Order Ur cxvuling the intprcssiun that this ()rdcr is withollt thctuul

I bzxais.

x . While this Order cttlcs this administrative matter between Rcspuudcm and the

19 C`omn.1i>sion. he understands that this Order dues Mn preclude the Commission from instinning other

ml 4\1ill1l1H*4§l.£1Ii\ or cl\ it prucccniiugs based all \ iii:ltiun> that ;u`C NUI uddrcsscd by this C)rd(:r.

*z L) . Respondent understands that this Qrdcr dues not preclude the Commission from

'w 'x rcfsr1'.n_g xhi> matter to any govcmmcntal agency flxr administrative; civil. Ur criminal prucvcdiugs

"1 that may he related to the matters aaidrcsscd by this (-)rdcr.

IU, Respondent understands that Xhis (irdcr does nm preclude any uthcr agency nr ufticcr

*Q Wt the slzi ic of ,\ri7<ma or its subdi\ision> Hom instituting ;ui1ninis1x'z1t§vc. civil. or crimirml

*m proceedings that may he related IT matters auldrcsacd by thy (`)rdcr

I)cL'i>i<m NU.

t I

3

I

I

3
4 1
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1 I I Rcspondcm agrees that he will not apply to the stzntc of Arizona for rcgistratkbn as a

"1 >~ccuritic> dcuicr or §3£!]C'?§I!1&!¥ ! UI' for licensure as an investment adviser or ixuvcstmcm advisor

's
s rcpt<:» cmatiw until such time asall restitution and penalties under this (`)rdcr arc paid in full.

4 4
ne w Re>pGndcnt agrees that he will not exercise any control over any entity that offers or

5 sells securities al' provides investment advisory services within or from Arizona until such time as

(3 all restitution and penalties under this Order are paid in full

"8* 18 Rcspmdcnt agrees that he will umtinuc 14 cooperate with the Securities Division

>< imiiudiml. but not limited to. prob hiding cnmpictuand accurate testimony at any hearing in this matter

U and cuupcrating with the state of Arizona in any related invcstigaticm Ur any mfr matters arising

la from the activities described in this Order

I I l + Respondent consents to the entry of this Order and agrees to be fully bound by its

14
L- UIY11M a d  u ) n d i t i ¢> u s .

13; Respondent acknowledges and understands that he flails to comply with the

IN provisiun> of the urdu and this consent. the Clnnrnissiun :nay bring further legal proceedings against

15 Rcspundcm. including application to the supcriuz. court for an order utontcmpt.

Hy 36. Rcspondcm understands that default shall render him liable to the Cnmrttissicm tr its

I I cost> Of" s.'nllcQtion :Md interest at the maximum legal rate.

Iv Rcspnndcnr agrees and understands that if he fails In) H\l!kc zmv payment Li jacqui rod

i*) in the Order. an; must;mdiltg hah1ncc sheall he in default and shall he imnwdizltely due and payable

"H witlxoui notice Of' demand. Rcspondcm agrees and understands that ucccptamcc ofLIIYY partial KN' lute

pnvmcrlt by ThuL`0lnI11ission is to! a walivcr of dci"1ult by the ('nnllnissiml.

3 'up

*Q

Rx

4
Dccisiun Xi.
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Shelf y Lynn Gonzalez
Notoxv Public~CormecHcul

My Commlsslonfxpues
September to. 2019
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BEFORE THE ARIZONA CORPORATION COMMISSION

COMMISSIQNERS

DOUG LITTLE _ Chairman
BOB STUMP
BOB BURNS
TOM FORESE
ANDY TOBIN

In the matter of

1

2

3

4

5

6

7

8

9

Shadow Beverages and Snacks, LLC, an
Arizona limited liability company,

Lucio George Martinez and Lisa K.
Martinez, husband and wife,

NOTICE OF FILING OF PROPOSEDOPEN
MEETING AGENDA ITEM

Samuel A. Jones, a married man,

Respondents.

)
) DOCKET NO. S-20948A-15-0422
)
)
)
)
)
)
)
>
)
)

Cease and Desist, Order for Restitution, and Order for Administrative Penalties and Consent to Same

10

11

12

13 Pursuant to A.A.C. R14-4-303, you are hereby notified that the attached: proposed Order to

14

15 by Samuel A. Jones was filed with the Arizona Corporation Commission's Docket Control.

16

17

18

19

20

21

22

23

24

25

26

Dated: April 19, 2016 By:
Paul Kitchin
Enforcement Attorney
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l ulluul ll l ll l l lll _Ill I 1111-



Docket No. S-20948A-15-0422

Alan S. Baskin
David E. Wood
BASKIN RICHARDS PLC
2901 N. Central Avenue, Suite 1150
Phoenix, AZ 85012
Attorney for Respondent Samuel A. Jones

Lucio George Martinez
Lisa K. Martinez
1772 S Comanche Dr.
Chandler Arizona 85286
Respondents

4/m //0 By: •

1 I hereby certify that I have served the foregoing documents on all parties of record in this proceeding

2 by mailing a copy thereof properly addressed with first class postage prepaid to :

3

4

5

6

7

8

9

10

12
Dated:

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Erie R. Bridges, Executive 'Assistant

2
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