BEFORE THE
DIVISION OF SECURITIES
DEPARTMENT OF FINANCIAL INSTITUTIONS
STATE OF WISCONSIN

In the Matter of PETITION FOR ORDER
AAA-AUCTION.COM, INC., COSCO CAPITAL,

INC., KENNETH R. WEARE, CLAY LAMBERT,

GEOFFREY R. GORDON, ALLEN L. IRWIN, STEVEN

COSTIN, LARRY HEARN, MICHAEL A. HART, and

MARTY COHEN,

Respondents. File No. S-98132(EX)

The staft of the Enforcement Unit of the Registration & Enforcement Section of the Division of
Securities alleges that:

1. JAAA-Aucti ("AAA") is a foreign business entity with last known business
addresses of 11000 E. Yale Ave., Ste. 109, Aurora, CO 80014 and 8527 W. Colfax, Ste. 238,

Denver, CO 80202.

2. |Cosco Capital, Inc. i"Cosco") is a foreign business entity with a last known business address
of 11000 E. Yale Ave., Ste. 30, Aurora, CO 80014.

3. |Kenneth R. Weare ("Weare") is an individual who at all times material hereto has been a
principal and controlling person of AAA, with a last known business address at that of AAA.

4. [Clay Lambert ("Lambert") is an individual who at all times material hereto has been a
principal and controlling person of AAA, with a last known business address at that of AAA.
5. peoffrey R. Gordon k”Gordon”) is an individual who at all times material hereto has been a

principal and confrolling person of AAA, with a last known business address at that of AAA.

6. [Allen L. Irwin ("Irwin") is an individual who at all times material hereto has been a principal
g person of AAA, with a last known business address at that of AAA.

7. |Steven Costin d"Costin") is an individual who at all times material hereto has been a principal
and controlling person of Cosco, with a last known business address at that of Cosco.
8. [Larry Hearn|"Hearn") is an individual who at all times material hereto has been an agent of

AAA, Cosco, Weare, Lambert, Gordon, Irwin, and Costin, with a last known business
address at that of Cosco.

9. [Michael A. Hart|("Hart") is an individual who at all times material hereto has been an agent
of AAA, Cosco, Weare, Lambert, Gordon, Irwin, and Costin, with a last known business
address at that of Cosco.

10.|Marty Cohen ("Cohen") is an individual who at all times material hereto has been an agent of
AAA, Cosco, Weare, Lambert, Gordon, and Irwin, with a last known business address at that
of AAA.
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During the period of June, 1998, Hearn and Hart, on behalf of AAA, Cosco, Weare, Lambert,
Gordon, Irwin, and Costin, offered to at least one person in Wisconsin the opportunity to
invest in the merchandise Purchase-Resale Agreement program of AAA.

During the period of January, 1999, Cohen, on behalf of AAA, Weare, Lambert, Gordon, and
Irwin, offered to at least one person in Wisconsin the opportunity to invest in the
merchandise Purchase-Resale Agreement program of AAA.

Pursuant to the offering materials received by persons in Wisconsin, AAA will engage in the
business of marketing products via the internet.

According to the offering documents, investors will play a passive role in the company with
no duties and responsibilities, and all management decisions will be made by AAA.

Since the investors will be involved in a common enterprise with the expectation of profits to
be derived from the essential managerial efforts of others, the "agreements" offered by the
respondents are investment contracts as defined by DFI-Sec 1.02(6)(a), Wis. Adm. Code, and
are therefore securities as defined by sec. 551.02(13), Wis. Stats.

The AAA investment contracts have never been registered for offer and sale in Wisconsin
pursuant to Ch. 551, Wis. Stats.

All Respondents have violated sec. 551.21(1), Wis. Stats., by offering unregistered securities
in Wisconsin.

In connection with the offers of the securities described above Cosco transacted business in
Wisconsin as a "broker-dealer," as that term is defined by sec. 551.02(3), Wis. Stats.

At no time has Cosco been licensed as a securities broker-dealer pursuant to Ch. 551, Wis.
Stats.

Respondent Cosco has violated sec. 551.31(1), Wis. Stats., by transacting business in
Wisconsin as a broker-dealer without a license.

In connection with the offers of the securities described above, Hart and Hearn transacted
business in Wisconsin as "agents" for AAA, Cosco, Weare, Lambert, Gordon, Irwin, and
Costin, as that term is defined by sec. 551.02(2), Wis. Stats.

In connection with the offers of the securities described above, Cohen transacted business in
Wisconsin as an"agent" for AAA, Weare, Lambert, Gordon, and Irwin, as that term is
defined by sec. 551.02(2), Wis. Stats.

At no time have Hart, Hearn, and Cohen been licensed as securities agents pursuant to Ch.
551, Wis. Stats.

Hart, Hearn, and Cohen have violated sec. 551.31(1), Wis. Stats., by transacting business in
Wisconsin as securities agents without a license.

AAA, Cosco, Weare, Lambert, Gordon, Irwin, and Costin have violated sec. 551.31(2), Wis.
Stats., by employing an unlicensed agent to represent them in Wisconsin.

On April 16, 1996, the State of Kansas issued a Cease and Desist Order against Weare, based
on allegations of securities law violations.



27. In connection with the offer of the securities described in Paragraphs 11 and 12, the
Respondents omitted to disclose the issuance of the order referred to in Paragraph 27.

28. All Respondents have violated sec. 551.41(2), Wis. Stats., by omitting to state a material fact
necessary in order to make the statements made, in the light of the circumstances under which
they are made, not misleading, in connection with the offer and sale of securities to persons in
Wisconsin.

Therefore, the staff of the Enforcement Unit petitions the Administrator of the Division of
Securities for the issuance of the attached Order pursuant to Ch. 551, Wis. Stats.
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