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On De ce mbe r 30, 2015, the  Divis ion file d  a  Notice  of Opportunity for He a ring

Re ga rding P ropos e d Orde r to Ce a s e  a nd De s is t, for Re s titution, for Adminis tra tive

P e na ltie s , a nd for Othe r Affirma tive  Action a ga ins t S ha dow Be ve ra ge s  LLC, Lucio

Ge orge  Ma rtine z a nd Lis a  Ka y Ma rtine z a nd S a mue l J one s  in which the  S e curitie s

Divis ion a lle ge d viola tions  of the  Arizona  S e curitie s  Act in  conne ction with  the  offe r a nd

s a le  of s e curitie s  in the  form of promis s ory note s  a nd inve s tme nt contra cts . Ans we rs  to

the  notice  we re  file d by the  re s ponde nts .

On Fe brua ry 23, 2016, Adminis tra tive  La w J udge  Ma rk P re nt is s ue d the  Third

P roce dura l Orde r s che duling a  he a ring to be gin on J une  6, 2016. On Ma y 13, 2016, the

Commis s ion is s ue d a n Orde r to Ce a s e  a nd De s is t, Orde r of Re s titution, a nd Orde r for

Adminis tra tive  P e na ltie s  a nd Cons e nt to the  S a me fo r S a mue l A. J one s . The

a dminis tra tive  he a ring be ga n on J une  6 a nd wa s  comple te d on J une  7. Both Lis a  Ka y

Ma rtine z a nd Lucio Ge orge  Ma rtine z we re  a t the  he a ring a nd a ns we re d que s tions  a nd

1. PROCEDURAL HISTORY

Lucio George Martinez a nd Lisa  K.
Ma rtine z,

Lucio George Martinez
LisaK . Martinez
1772 South Comanche Drive
Chandler AZ 85286
480-917-3672
GeorgeM@shadowbev.com

In the Matter of Shadow Beverages and
Snacks, LLC

follows:

S a mue l A. J one s ,

Re s ponde nts

Lucio George  Martinez and Lisa  Kay Martinez submit the ir pos t-hearing brie f as

'fa 1 5 3
BEFORE THE ARIZON2 8C§HPORATION COMMISSION

AZ
D0€KliT

* i  4  *"

ll
.. ..46091\ 4 '*

P o s t  He a r in g  Br ie f

Case No: S-20948A-15--422

. »<» .»

pm 86

Arizona Corporation Commisskzn

DOCKETE

DOCKETED BY

SEP 15 2018

4
3

1/ I/I W W W lllHll ll WI//lllll l l l l l l l l l l l l l l l l l  n u m
00001 73349

T
i '
1

I

28

1392972/17934-1

I4



28

26

27

25

23

22

24

21

20

19

17

16

18

14

15

1 3

12

10

l l

9

7

6

4

8

2

5

3

1

!

i

l
I
!i

pre s e nte d a dditiona l fa cts  to the  J udge . A P os t-He a ring Brie f wa s  tile d by P a ul Kitche n,

a ttorne y for the  S e curitie s  Divis ion on J uly 20, 2016. On Augus t 18, 2016 Lucio Ge orge

Ma rtine z a nd Lis a  Ka y S mith  file d  a n e xte ns ion for time  to  re ply to  the  Commis s ion

H.

based on family matters. The Commission granted the extension.

A) Based on the evidence presented during the hearing and records reviewed by

the Investigator of the Commission, the following facts are of record.

compa ny wa s  re gis te re d in Arizona  a nd a s  of the  da te  of this  filing, it is  in good

s ta nding with the  S ta te  of Arizona .

2 . Lis a  Ka y Ma rtine z is  the  wife  of Lucio Ge orge , a nd ha s  be e n e mploye d by

Hos pice  of the  Va lle y prior to  the  founding of S ha dow. S he  is  a  fu ll time

e mploye e  a nd ha s  be e n for 10+ ye a rs  worldng 50 hours pe r we e k. Lis a  Ka y

wa s  ne ve r involve d a nd did not pa rticipa te  in the  ope ra tion of S ha dow nor ha d

a ny de cis ion ma king a t the  compa ny. S he  wa s  bully e mploye d by Hos pice  of

the  Va lle y a nd would not ha ve  ha d the  time  to be  a  pa rt of the  compa ny. S he

wa s  una wa re  of Ma rtine z's  da y-to-da y a ctivitie s  re la te d to the  ma tte rs

compla ine d of in this  proce e ding. S he  re ce ive d no be ne fit from S ha dow,

mone ta ry or othe rwis e .

3. During his  time  a t S ha dow, Ma rtine z did not re ce ive  a  s te a dy s a la ry, bonus , or

mone ta ry cons ide ra tion for his  work a nd e fforts . Only for a  pe riod of 6  months

out of the  6 ye a rs  he  wa s  involve d with did Ma rtine z re ce ive  a  pa yche ck from

S ha dow, fa ct tha t we re  e s ta blis he d by the  inve s tiga tion of ba nk re cords  a nd the

compa ny a ccounting re cords  done  by the  Commis s ion.

4 . The  inve s tiga tion  by the  Commis s ion  found tha t d ire  wa s  no  mone ta ry ga in  for

Ma rtine z or Lis a  Ka y from S ha dow s ince  the  compa ny wa s  founde d.

FACTS

1. Lucio George  Martinez ("Martinez ") and Samue l A. Jones  founded the

company of Shadow Beverages and Snacks LLC ("Shadow") in 2008. The

2

iI

I

i
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B) INVESTORS: as listed in the post-hearing brief from Paul Kitchin

day-to-day operations and office functions.

6. Shadow ceased operations as of April 1, 2016 due to a sale to Mixl Beverages

5. S ha dow wa s  gove rne d by a  Boa rd of Dire ctors  during its  time  of ope ra tion.

Ma rtine z wa s  not the  s ole  de cis ion ma ke r for the  compa ny or the  compa ny's

fina ncia l a ffa irs . Copie s  of the  boa rd minute s  a nd boa rd me mbe rs  whe re  give n

to  the  Commis s ion  for re vie w. While  working  for S ha dow, Ma rtine z he ld

ma ny role s  a nd S ha dow ha d thre e  othe r CEO's  s ince  the  compa ny wa s  founde d.

Ma rtine z wa s  the  only founde r tha t live d in Arizona  a nd the re fore  ove rs a w the

8) George  Karts  was  a  co-worker a t the  Pe lican Group and Martinez had

known him 2 to 3 yea rs . During a  family BBQ George  a sked Martinez if he

could invest in Shadow as a  mutual friend, Richard Scherer, had been a

for a  transaction amount of $12.2 million dolla rs  in cash and s tock. The  sa le

included the  No Fear brand that was developed by Shadow and its  dis tribution

system that supported the sales revenue of the No Fear brand.

founding partner and George wanted to be a part of the new venire. No

18

19

20

2 1

22

23

24

25
i

26

27

28

business plan or formal presentation was made to George, he wanted to put

some money in place that he could help grow the company. He was treated

for cancer 6 months later and pasted away shortly after. His note was paid

in full to his family. The note was due when he was ill and it was agreed to

extend and handle the note once George was in better health.

9) Martinez never knew Brent Tunnel, who was brought to the company by

another founding partner, Joe Dunnigan. It was explained to the executive

team that Tunnel had sold a company and wanted to re-invest the funds so

he did not have a tax liability. Shortly after Tunnel's investment, the sale of

his company was cancelled, and Tunnel retook control of that business,

needing his investment to operate. Shadow had another partner that was

talking to Spyglass Capital, and it was agreed that once Shadow received
3

i
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options  to fina ncing the  compa ny.

12) Ron Ba rre tt is  a  pe rs ona l fa mily frie nd of Ma rtine z, who live s  in  Arizona .

Ma rtine z d id  not me e t Ma rtine z for a n  inve s tme nt me e ting . During  a  fa mily

function Ma rtine z dis cus s e d the  ne e ds  for S ha dow a s  it wa s  fina lizing the

funds  from S pygla s s  Ca pita l, Tunne l would be  re pa id  in  full. Tunne l wa s

re pa id in full a nd re turne d his  e quity in S ha dow a t no cos t s o S ha dow could

finis h the  S pygla s s  Ca pita l a gre e me nt. Tunne l wa s  not informe d of the

s itua tion with Ge orge  Ka rts  a nd the  note  not be ing pa id a s  writte n be ca us e

Ge orge  wa s  dying a t the  time

10) This  inve s tme nt wa s  jus t pa rt two of the  origina l a gre e me nt with Bre nt

Tunne l a nd wa s  a ls o pa id in full.

11) S cott J a nus  wa s  the  CFO of Ironcla d P e rforma nce  Glove s  in CA. S ha dow

e nte re d into a  lice ns ing a gre e me nt to build a n e ne rgy drink for Ironcla d a nd

be gin dis tribution. S cott ca me  to Arizona  to dis cus s  a  bus ine s s  pa rtne rs hip

a nd how S ha dow wa s  building a  ma rke ting ca mpa ign for his  lice ns e d bra nd.

He  did  not come  to  AZ to  dis cus s  a n inve s tme nt opportunity with  Ma rtine z,

a nd only s poke  to S a m J one s  on ma king the  inve s tme nt a lte r the  me e ting.

During the  ma rke ting dis cus s ion a nd the  ne e d to find a dditiona l ca pita l to

s upport the  ma rke ting of the  Ironcla d bra nd, S cott a gre e d to s upport the

ma rke ting ne e ds  by looking for fo lks  to  inve s t in  S ha dow. At the  time  S cott

wa s  le a ding a  fina ncia l re -s tructuring of Ironcla d a nd wa nte d to s how

inve s tors  tha t a  ma rke ting pla n wa s  in pla ce  to grow his  bra nd through the

ma rke ting of be ve ra ge s . S cott's  loa n wa s  pa id in full a nd he  kne w the

compa ny's  fina ncia l s itua tion whe n he  a gre e d to fund the  ma rke ting

progra m a nd tha t S ha dow ha d a  loa n to re pa y to Tunne l a nd tha t S ha dow

wa s  re pa ying tha t loa n with the  S pygla s s  Ca pita l a gre e me nt. S cott ma de  the

inve s tme nt s o his  bra nd could ke e p moving a s  S ha dow dis cus s e d othe r

Spyglass Capital agreement. Ron was not interviewed for the statements in
4
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14) The factoring agreement with First Community Financial was an

agreement that was up to a limit of $l,000,000, only if the invoices factored

were approved. The collateral was not all receivables and inventory, it was

just the amount outstanding at the time. Shadow never had a balance due

greater than $200,000. Shadow did not factor all receivables with them so

they only had rights to what was factored. Shadow's balance sheet showed

that there was inventory and receivables well over $1,000,000 on a constant

13) Stacey Gervas i is  the  daughter of George  Kara t. She  knew tha t her fa ther

and Martinez were co-workers and FRiends. When her father past away, she

came in to Shadow's  office  to discuss  her fa ther's  investment and tha t her

looking for e mployme nt a fte r s he  re tire d from the  police  de pa rtme nt. S he

wa s  a  s a le s  a dminis tra tive  s upport pe rs on a nd pa rticipa te d in compa ny

me e tings  in which the  fina ncia l s ta tus  of the  compa ny wa s  dis cus s e d.

the  pos t-he a ring brie f a nd fa cts  tha t a re  cla ime d. Ron will s pe a k to the  fa ct

tha t he  kne w tha t S ha dow ha d note s  due a nd tha t his  inve s tme nt wa s a

ba s is .

She knew her father's note was due and had not been paid. Shadow paid the

note and she re-invested it once her inheritance was closed. Martinez did

not know Gary or Miche lle  Van Kilsdonk, Stacey brought them to the  office

because  she  wanted to bring them into her investment. They had made other

investments  together over time. The  investment was made together

(Martinez never had any documenta tion on who invested what amount) and

Stacey made the  payment. They la ter changed the  ownership to an Arizona

limited liability company tha t they s ta rted. Miche lle  la te r came  to Martinez

bridge  to he lp clos e  the  S pygla s s  Ca pita l a gre e me nt. Ron wa s  pa id in full

for this  loa n.

and her siblings needed to finalize his financial affairs and divide the

inheritance. She wanted to take her inheritance and re-invest into Shadow.

iII|
I
!
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15) Dave  Ke lly is  a  re s ident of Arizona . His  inves tment was  made  on beha lf

of Rick Pe te rson. Martinez only me t Da ve once  when he  came in the  office

to hear about the  business model. Rick Peterson presented Shadow's

s tandard company overview to Dave  Ke lly. He  rece ived a  copy of

Shadow's balance sheet and was explained that the notes due had been paid

through the Spyglass Capital agreement.

l6) Rick Ande rson is  a  fa mily me mbe r, cous in. During a  fa mily ge t toge the r

he  asked if he  could invest into Shadow. He had a  cash surplus  from his

business  and was buying gold bars  and putting them in a  vault. He was

never shown any documentation on Shadow and funded his  investment

based on only a  couple  of discuss ions  with Martinez.

17) Same inves tor as  number 16.

18) Catherine  Leven was  a  broker for Shadow. At the  hearing she  tes tified tha t

she had an agreement in place with Shadow and her business partner Darrell

Demello to bring inves tors  and utilize  the ir export company, India  Access ,

to grow their business . They had a  fee  schedule  in place  to get pa id for any

funds  tha t they guided into Shadow. Part of the ir s tra tegy for the ir other

investors  was to show the  investors  tha t they had their own money invested.

Both Catherine  and Darre ll made investment in hopes  tha t the ir investor

groups would place  as  much as  $10 million into the  Shadow business

model. They a lso trave led to Dubai to meet the ir inves tors  and they

believed the ir investors  would place  money into Shadow and they would ge t

the ir money back a t a  high interest ra te  plus  a  5% fee  for bringing the

inves tors . The  record shows tha t during her tes timony she  did not want to

discuss this  and asked if she could not respond to the question that was

asked of her be ing a  broker for Shadow.

19) This  inves tment was  Catherine  Leyen's  mother. She  would not discuss  her

involvement as  a  broker for Shadow at the  hearing, she  brought her mother
6
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20) GNC was awarded a judgment against Shadow. Martinez had numerous

discussions with executive management on this and Shadow was in the

process of selling GNC the formulas and bottle molds for the judgment.

Shadow let the PA court system file this as it did not have the funds to find

an attorney in PA and Shadow's board did not want to take any investment

dollars and spend in attorney fees. The judgment was put in place for GNC

to take the formulas and bottle molds that Shadow had created. Shadow had

21) James Stephensen was an Off Road race truck driver that Shadow

sponsored for three  years  with the  Ironclad and No Fear brands. He was

to Martinez asking if she could invest and support Shadow because she and

Darre ll where  working on clos ing a  la rge r inves tments  tha t would pay off

these  investments  with high interest and they would receive  their fee  as

broke r.

a  lice ns ing a gre e me nt to cre a te  GNC be ve ra ge s  a nd it did s o. The  bra nd

ne e d more  ma rke ting funding, but a  ne w CEO wa s  put in pla ce  a t GNC who

de cide d tha t he  did not wa nt a ny a tte ntion to this  bra nd proje ct a nd he  ne e d

his  orga niza tion focus e d on fixing the ir re ta il bus ine s s . The ir s tock price

ha d droppe d dra ma tica lly a nd he  ha d no inte re s t in this  bra nd proje ct with

S ha dow. The ir corpora te  a ttorne ys  found a  cla us e  in the  a gre e me nt tha t if

the y ca nce lle d the  a gre e me nt the y would s till be  a ble  to hold us  lia ble  for

the  lice ns ing fe e s  for the  le ngth of the  a gre e me nt. S ha dow fought the  is s ue

but did not ha ve  the  funds  to de fe nd the  la ws uit.

very close  to the  bus iness  and knew our financia l s itua tion. Martinez did

not speak to him regarding his  investment. Because  Shadow had supported

his  racing career that ended in 2014, he wanted to support the  company

through our s a le  to Mill Be ve ra ge s .

7
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C. Rick Peterson and his Security Sales Efforts
8

26) Kurt Moore  did not speak to Martinez regarding an inves tment into

Shadow. The  Commission post-hearing brie f notes  on line  14-16 of page  12

that Kurt Moore  was a  group of investors  tha t spoke to Rick Peterson about

23) Darre ll Demello is  the  CEO of India  Access  and was  working in the  same

capacity as  Catherine  Leyen. He had a  broker agreement with Shadow and

was  working on bringing in Capita l firms  to support the  company. He

would have been paid 5% of anything he brought to the  company and used

his  investment as  a  se lling tool to others  tha t he  had his  own money in the

company and believed Shadow had the  right business  model to grow.

Darre ll like  Catherine  new the  company financia ls  very well and were  us ing

them to discuss  investment with Capita l Firms .

24) Reed Hatkoff did not speak to Martinez regarding an inves tment into

Shadow. The  Commission post-hearing brie f notes  on line  14-16 of page  12

that Reed was a  group of investors that spoke to Rick Peterson about an

inves tment. Reed Hatkoff did rece ive  a  $45,000 payment when the

compa ny s old to Mixl. The  Sa le  tra ns a ction with Mill include d

$1,000,000 in cash for No Fear expenses, which most of these  loan

agreements were for as  Shadow used the funds for production,

transporta tion, se lling expenses, and payroll to employees.

25) Michael Crane  did not speak to Martinez regarding an investment into

Shadow. The  Commission post-hearing brie f notes  on line  14-16 of page  12

that Michael Crane was a  group of investors  that spoke to Rick Peterson

about an investment.

22) Jason and Robin Salganick were  brought to Shadow through Rick Peterson

and they are  neighbors . Martinez never spoke to them regarding an

inves tment.

an investment.
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29) Martinez took Pe te rson's offe r to work for Shadow as  the SVP of Capital

28) Rick Peterson was a  co-worker a t PepsiCo when Martinez was  a lso

employed by Peps iCo. He  firs t came into Shadow's  office  with a  Scottsda le

Inves tment Firm when Shadow had contracted with Carl Marks  (an

Inves tment Firm from New York tha t Shadow pa id to he lp fund the

company for growth). Rick came  in with the  firm as  the  beverage  expert.

He  le ft the  office  ve ry impressed with Shadow's  bus iness  mode l. The  firm

ultimate ly did not make  an investment due  to the  amount of money Shadow

needed was  too small for them. A few months  la te r Rick ca lled and sa id he

Acquis ition to the  boa rd for a pprova l a nd it wa s  a pprove d.
9

capita lbecause when he  firs t met with Martinez he  presented himself as  a

beverage  expert tha t was  working with capita l firms  to find good

management teams to build business . With a ll the  executive  experience

Shadow had, this  was very a ttractive  to investors , including the  fact Shadow

was not using the  investors  funds pay the  executives was a lso important.

Peterson misrepresented his experience and expertise and that he was

licensed to do this  work to Martinez.

looking for cons ulting work. He  e xpla ine d tha t a fte r his  be ve ra ge  ca re e r he

ha d s pe nt the  pa s t 3 ye a rs  worldng in the  fina ncia l indus try ra is ing mone y

for be ve ra ge  compa nie s . He  a s ke d if S ha dow would hire  him to do the

ca pita l ra is ing. Ma rtine z told him e xe cutive s  a t S ha dow did not e a rn a

s a la ry, a nd tha t the  compa ny would ne e d to ra is e  ca pita l for growth a nd ge t

to  a  point S ha dow could pa y e xe cutive s . Ma rtine z offe re d him a n office  a nd

office  s upport a nd s ha re s  of the  compa ny if he  wa nte d to he lp S ha dow grow

a nd tha t he  could continue  with his  othe r bus ine s s  a s  ne e de d. He  e xpla ine d

tha t he  norma lly re ce ive s  a  5% fe e  for ra is ing ca pita l. This  dis cus s ion le d

Ma rtine z to be lie ve  P e te rs on wa s  lice ns e d a nd wa s  e xpe rie nce d in ra is ing

wa s  moving to Arizona  from Te xa s  due  to his  fa the r's  he a lth a nd he  wa s
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D. Omissions

execute  the  judgment; it was  as  if the  judgment never happened. The  Board

acted on that advice and paid the loan amount off understanding that a

judgment had not occurred. This  evidence  of the  filing was  presented a t

the  hearing.

32) The Commission is  representing that Shadow pledged colla tera l for loans

over wha t Shadow actua lly had in colla te ra l, which is  not correct. Shadow's

31) The  Commiss ion reports  tha t Shadow or Martinez purpose ly omitted

important information to inves tors  tha t would have  a ffected the ir inves tment

de cis ion. The Kamas delinquency was  due  to George 's  illness  and timing of

his  death. George and Martinez had discussed and planned to write  an

extension to the agreement, but his health was an issue and he was not

30) As presented in the  hearing, an email as  evidence that during a  board

meeting a  member brought up the  question if Shadow needed a  filing or

license  to ra ise  the  money through Peterson. Martinez submitted the  email

evidence that he  asked Peterson if Shadow need any license or filing.

Peterson responded that he  had checked with an a ttorney friend of his  on

this  topic and nothing was required, and that Shadow was in accordance

with the  law. Because  Pe te rson was  a  SVP, Martinez did not fee l tha t I

concerned with our agreement. Shadow did not discuss the Tunnel

judgment with other investors because Shadow entered into an agreement

with Tunnel that he would remove the default once the loan was paid by a

certain date. Shadow paid the loan off; Tunnel gave the equity back and an

order to not execute the judgment was filed. Shadow was advised by

counsel that once Shadow paid amounts due and tiled the order to not

the  boa rd.

factor agreement with the  bank a llowed Shadow to factor invoices  up to $1
10

would h a ve to ca ll a nd ve rify with the  a ttorne y wha t P e te rs on re pre s e nte d to
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Arguments and Conclusion:

for any acts  of Shadow for investments  sold. She  had no knowledge  or

pa rticipa tion in he r husband's  wrongdoing, if any. Furthe rmore , the  community

did not benefit from Shadow from any investment because  the  community was  not

be ing compensa ted for Martinez's  actions  compla ined of here in,

In this  matte r, the  cla ims aga ins t Martinez may be  considered quasi-criminal

as they are  asserted by a  regulatory body, and are  akin to an intentional tort.

Arizona  law provides  tha t as  to intentiona l torts , the  community is  not liable  for

one spouse 's  malicious acts  unless it is  specifically shown that the other spouse

consented to the  act or tha t the  community benefited from it.Shaw v. Greer, 67

Ariz. 223, 194 P.2d 430 (1948). The  community is  not liable  without proof of the

spouse 's  wrong. Selby v. Savard, 134 Ariz. 222, 229, 655 P.2d 342, 349 (1982).

Here , any judgment rendered against Martinez will be  based upon findings

to, or ra tifica tion. There  has  been no evidence  presented tha t Lisa  Kay was a

participant in the  actions complained 012 or that she  was involved with Shadow in

the  opera tions  of Shadow in any way. Accordingly, she  cannot be  he ld liable  for

the  acts  complained of here in.

33) Lisa  Kay Martinez had no involvement with Shadow and should not be  liable

million. Shadow did this  because  it was  in discuss ions  with Wal-Mart on

supplying them with No Fear, but Shadow could not make  the  cash flow

propos ition work without factoring wha t was  sold. Shadow's  financia l

records show the inventory and receivables never extended over what was

gra nte d to Mr. Ke lly, Mr. Ande rson, a nd Mr. Ha tkoff. Include d in the

security agreements were Shadows assets, including brands and licenses.

The  fact tha t Shadow sold the  No Fear brand a lone  for $12.2 million

demonstra tes  that Shadow's  colla teral was not over extended to lenders .
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Any judgment rendered in this  matte r must therefore  exclude  Lisa  Kay and

the  he r marita l community. If Lisa  Kay and the  community a re  not excluded from

the judgment, her wages will be  subject to garnishment and any bank account held

by Lisa  or the  community could be  se ized, a ll despite  Lisa  Kay's  innocence .

In the  a lte rna tive , any judgment aga ins t Martinez which includes  his  marita l

community mus t explicitly exclude  any contribution to the  community by Lisa

Kay. By ente ring a  judgment in this  manner, Martinez would be  unable  to shie ld

his  liability asserting community property, but Lisa  Kay's  sole  and separa te  earning

remains  excluded tram any efforts  to enforce  the  judgment, as  they should be  due

to he r non-involvement in Shadow and lack of culpability in this  ma tte r. If Lisa

Kay is  not explicitly excluded from any judgment, then it is  like ly tha t a s  long is

married to Martinez, she  will be  burdened with a  judgment for the  res t of her life  as

she  like ly could not even discharge  this  debt in bankruptcy. This  is  not an

equitable  outcome.

Based on the  tes timony in this  matter, it is  clear tha t Lisa  Kay has  no

culpability for any wrongdoing, and therefore  any judgment entered must be

considered as  to its  impact on this  innocent party.

34) The  Anti-fraud Act is  not applicable . There  is  no evidence  tha t untrue

sta tements  where  made or implied. Omissions of the  facts  presented were

circumstantia l, a  hea lth issue  with Mr. Karts , an order filed to "Not execute  the

J udgme nt" with Mr. Tunne l.

35) Martinez was in charge  of the  running of the  opera tions , but did not have  sole

decis ion-making Powers  of the  company. A board of directors  were  in place  and

minutes  taken on a  monthly basis . Decis ions  were  a ll approved by the  board.

36) Martinez was misled by Rick Peterson and his  misrepresenta tion of what he

was licensed to do. Martinez sought advice  and asked for lega l opinion when

needed. No intent of wrongdoing is  evident and Martinez was  not involved in most

of the  investment decisions between Rick Peterson and investors .
12
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Cop;/[of the  foregoing delivered this  15*" day of September 2016 to:
Mr. ark Preny
Adminis tra tive  Law Judge
Arizona  Corpora tion Commiss ion/Hearing Divis ion
1200 W. Washington St
Phoenix, AZ 85007

ORIGINAL AND SIX (6) COPIES of the  foregoing tiled this  15"* day of September 2016,
with :

Docke t Control
Arizona  Corpora tion Commis s ion
1200 W. Wa s hington S t.
P hoe nix, AZ 85007

pkitchi13@azcc.gov

kh@azcc.gov

COP Y of the  fore going e ma ile d
this  15th da y of S e pte mbe r 2016, to:

wcoy@azcc.gov

re que s t tha t the  Commis s ion gra nt the  following re lie f to this  inve s tor group .-

DATED this  1581 da y of Se pte mbe r, 2016

37) Respondents  Lisa  Kay Martinez and Lucio George  Martinez respectfully

39) Order Shadow to cease and desist operating as a company.

38) Order Shadow to pay res titution through the  bankruptcy process  with its

current assets and receivables.

Georgia Martinepz
Lis a  K. Ma rtine z

7 /

28
I
!
E
i
! 13

1392972/17934. 1
!
I

i

i


