SUPREME COURT OF THE STATE OF NEW YORK
COUNTY OF NEW YORK

THE PEOTLLE OF THE STATE OF NEW YORK,
Plaintiffs,

— AT S enn

. . ORDER TO
JAK 5 CARLTON GRAYE, sfi/a JAMS Wihh, b SHOW CAUSE
delny business undar the firm neme :
style of J.C. GRSYS CG,, end TOWERD T.

HU3S,
Defendant®
UPON reading the summons and complaint herein, duly verified
the Sth day of Palbruary , 1982, the annexed affidavit

of OR~ST4 J., MIHALY,
Assiatant Attorney General of the State of New York, duly sworn to the
5th. day of February , 1988 | and it appearing that
the interest of the People of the State of New York, the plaintiffs hercin, require
the same,
LLUIa J. LIFXCWITZ

NOW on motion of APSGORRICENVRRS, Attorney General of the
State of New York, attorney for plainiffs, it is

ORDERED, that the above named defendantS show cause hefore
Special Term, Part IIL of this Court, for the hearing of contested motions, to be
held ai the Courthouse, Foley Square, Borough of Manhatian, City of New York
emthe A0l  dayof February 1953, at 10:00 o'clock in the
furencon of that day, or as soon thercafter as counsel can be heard,

WHY the defendant should not be enjoined and restrained, pending
the detormination of this action and until the entry of final judgment herein, from
directly or iﬁdirect]}r engaging in any business relating to the purchase and sale of
securities or commodities with the public, within and from the State of New York;
and from acting and enpaging as apent, salesman or cmployce of any person, firm

or corporation engaped in any business relating to the purchase and sale of securities




or commadities with the public, within and from the State of New York; and from
writing, publishing, preparing, selling and distributing any letter or other literature
advising, suggesting or in any other manner communicating advice to the public
within the State of Now York with respeet to the purchase or sale of securities
or commodities and of the future price fluctuations of securities or commodities
market in general; and from forecasting, advising or in any other manner suggesting
either oraily or in writing any method or methods to be used in connection with the
purchase or sale of securities or commedities, and from any act in aid or furtherance
of the same: and

WHY the defendant £ should not be further enioined and restrained,
pending the detcrmination of this aclion and until the entry of final judgment
herein, from directly or indirectly engaging in the business of beoker or dealer in
securilics; and from acting and engaging as agent. salesman or employee of any
broker or dealer in the securities business; and from acting as or being a stock-
holder, director, trustee, officer, member or employee of any corporation, associatien,
syndicate, company, trust or other combination engaged in the securities business
as Dbroker or dealer; and from being a partner or memher (limited, dormant or
otherwise) of any partnership, firm, assoriation or person engaged in the securitics
business as broker or dealer within and from the State of New York; and from
any act in atd or furtherance of the same; and

WHY the defendants should not be further enjoined and restrained,
pending the determination of this action and uatil the entry of final judgment heretn,
from acting and engaging as apent, salesman, employec, stockholder, director,
trustee, officer, associate and partner (limited, dormanl or otherwise) of any
corporalion, company, association, trust, syndicate, Arm, person or ether combination,
in the negotiation, advertisement, distribution and purchase to and from the public
within and from the State of New York, of any nepotiable documents of title,
foreign currency order, calls, options, stocks, bonds, notes, evidences of interest or
mdebtedness and any other securities mcluding oil and mineral deeds and leases,
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or any anterest thecemn, sold or transferred in whole or in part to the purchaser
where the sarne do neot effect a transier of title in iee to the land, and including any
cormmodily as defined in Section 332 of the General Business Law of the State of
New York, 12sued and which may hereafier be issued of any person, partnership,
COUPOTLtIon, comypaly, Lrust or association and frem any act in aid or furtherance
of the same; and it 15 Turther

ORDERID, that in the meuntime and pending the determinartion
of this motion and untif the further order of this Court, the defendants #HRE
hereby enjoined and restrained frean directly or indirectly engaging in any business
relating to the purchase and sale of securities or commeodiiies with the public, within
and from the Srate of New York; and from acting and engaging as agent, salesiman
or employee of any persen, firm or corperation engaged in any business relating
13 the purchase and sale of securities or conunodities with the puhblic within and
from the Stare of New York: and from writing, publishing, preparing, selling and
distriboiing any leiter or other literature advising, suggesling or mn any olher manner
commmunicating advies ta the pubhc within and from the State of New York with
respect to the purchase or sale of secoritics or commodities and of the future price
fluctuation oI securities or eommodities market in general; and from Jorecasting,
advising ot 1 any other manner suggesting ¢ither orally or in writing any method
or methods to e used 1o connection with the purchase or sale of securities or comn-
modities, and from any act m ad or furtherance of the same; and 1615 further

ORDERLED, that in the meantitne and pending the determination of
tlus mocion, and until the turther order of this Court, the defendant & p RS
hereby enjoined and restrained from directly or wmedirectly engaging in the busi-
ness of broker o dealer in securities: and from acting and engaging as apent,
salesman or emploves nf any hroler or dealer in the secuirities husiness: and Fram
acting as or being a stockholder, director, trustee, officer, member or employee of
auy corporation, assoomation, syndicate, comapany, brust or other combination engaged
o the securities busmess as hroker v dealer ) aned drom being g partner or member
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(limited, dormant or otherwise} of any partnership, firm, association or person
engaged in the securities business as broker or dealer within and from the State of
New York; and from any act n aid or furtherance of the same; and it is further

CRDERED, that in the meantime and pending the determination
of this motion, and until the further order of this Court, the defendants H RE
hereby enjoined and restrained from acting and engaging as agent, salesman,
employee, stockholder, director, trustee, officer, associate and partner (limited,
dormant or otherwise) of any corporation, company, association, trust, syndicate,
firm, person or other combination in the negotiation, advertisement, distribution and
purchase to and from the public within and from the State of New York of any
negotiable doruments of title, foreign currency orders, calls, options, stocks, bonds,
notes, evidences of interest or indebtedness and any other securities including oil and
mineral deeds and leases, or any interest therein, sold or transferred in wheole or in
part to the purchaser where the same do not effect a transfer of title in fee to the
land, and including any commoadity as defined in Section 352 of the General Business
Law of the State of New York, issued and which may hereafter be issued, of any
person, partnership, corporation, company, trust or association, and from any act
in aid or furtherance of the same; and it is further

ORDERED, that the defendant S individvally and as broker, dealer,
owner, partner (limited, dormant or otherwise), agent, or employee of any other
person, firm, asseciation, or corporation and all other persons acting in aid or assist-
ance of defendant , be and they are hereby enjoined and restrained pending the
determination of this motion and until further order of this Court, from transferring
or disposing of or in any way interfermg with the property of the defendant in
their possession or under their control, derived by the frandulent practices set forth
in the verified complaint herem:; and it is further
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ORDERED, that service of a eony of
thls order with coples of the papers upon which
it was granted, made on the defondants perscnally
within the State of New York, on or bafore ths
Tth day of Fabruary, 1958, shall bs deemed

guffielent service.

Dated: Wew York, New York, February 5, 1958

Justice of the Supreme CouUrt




SUPREME COURT OF THE 3TATE OF NEW YORK
COUNTY OF NEW YORK
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THE FEQFLE OF THE 3TATE OF NEW YORK,
Plaintlffa,
~ragainst-
JAMES CARLTCN GRAYE, a/kfa JAMED WEBE,
doing business under tha firm name and
atyle of J.C. CRAYE CO., snd EIWARD T.
MOS3,

Dafendants.
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T0 THE AEOVE NAMED DEFENDANTS:

oo

[E]

o

¥OU ARE HERERY SUMMGNED to snswer tha

STHMMONS

complahnt

in this actinn and serve a copy of your Answer, or Af.

the complaint 1s not ssrved with the summens, serve a

notics of appearance on the plaintiffs® attorney within

twenty (20) days after the service of this summons,

exclusive of the day of service. In camse of your

failure to answer, Judgment will bs taken agsinst you_?

by default, for the relief demanded in the camplainto.

Dated: New York, New York, February &, 19%8.

LOTUIS J. LEFEOWITZ
Attorney General of the
State of New York

Attorney for Pleintiffs
Office end FPost Office Addreaw

80 Centre Strest

New York 13, New York




SUPREME COURT QF THE STATE OF NEW YORK

, COUNTY OF NEW YORK

_____________ e r i ——— ————————————
EEQPLE OF THFE STATE OF NEW YORK,
Flaintiffs,

-against-

JAMES CARLTON GRAYE, a/k/a JTAMES WEEBE,

dofng business under the firm namé and

style of J. C. GRAYE 0., and

EDWARD T. MOSS,

Defendents.

Flelntiffa, by LOUIS J, LEFKOWITZ, Attorney
General of the State of New York, complalning of the above

nemed defendants, allege upon Information and hellesf:

FIRST: That since on or about Mey 8,
1956 to the present time, the defendant, JAMES CARLTON
GRAYE, wes dolng buslness as a scole proprieforship under
tne firm neme and style of J, C. 3RAYE Co., and was s
QEaler in epecurlties within the Stete of New York with.
in the meaning of Artlele 23-4 of the General Buslness Law
of the State of New York, end malntsinsd offlcea from
on or ehout May 8, 1956 to the present time at 15 Malden
Lene in the Borough of Manhmttan, City and State of New

Yorl,

SECOND: That during the period from on
aor about August 15, 1957 to the present time, the defend-
ant, JAMES CARLTON GRAYE, offered for sale and sold to
the plaintiffs and the publlc generslly withln the State
of ¥ew York, many thousands of ashares of the common =tock
of Atlas Gypsum Corporation Ltd, {hereinafter referred to

as Atlas) an Onterio, Caneda corpeorstlion at prices varying




from sppreximately §1.37 per share to epproximstely

$3.62 par share.

THIRD: That In connection with the
offering for sele and sale of the aforesaid shnares of
common etock of Atlas, the defendant, JAMES CARLTON
GRAYE, published, eirculated, distributed and sent re-
ports, bulletins, pamphlets and cther literature that
contalined promises.and representations concernlng the
stock of Atlea and the hlstory and businesas of Atlas
through the United States mells to the plaintiffs end the
publlic generslly, within and from the 3State of New York,
for the purpose of 1nducing =sld plaintiffs and the

public teo purchiass the aforessid common stock of Atlea,

FPOURTH : That the delfendant, JAMES
CARLTOX GRAYE, employed salesmen, newspaper advertialng,
the United States malls and the telephons to offer for
gele and sell the said common stock of Atlaz to the
pleintiffs and the publle generally, within the Stete of
New York and to maeke promises and representatlions concern-
ing Atlas snd 1ts atock ag herelnsbove and herslnafter

set forth.

FIFTH Tnat durlng the perliod Trom

ln or sbout August, 19%7, %o in or about the present btime
the defendant, JAMES CARLTON GHAYE, in connectlion with the
of fering for sale mnd ssle ol the seaid shares of the
commeon stock of Atlas, made the following representatlions
te plalntiffs and the public 1n Yew York in the aforeseid
reports, bulletinsg, pamvhlets, other llterature and
telephone conversatlons concerning Atlas and its common

atocl:
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"The Atlas Gypsum Corporatlon

ia currently surveying and de-
veloping lts gyp=ur properties
in the Moose River Bssin Ares...
in preparetlon for cpen plt
mining., The compsny may be
taking the initiel steps in the
opening of the Mooae River Eazln
Ares to actlive mining.’

"But gt the end of ﬁuguat two
American techinicel men of eminence
visted tne area with the expres:z
intentlon of searcnling speciflcally
far Selenilte.

M They were accompanied »y Mr,

Archibald Freemen, General Maneger
of" the Ontario Northlend Hallwsy,
on wnose Fight of Way Atlast
properties 1ie,

"In a letbter to Atles Gypsum
Corporatlon, Mr. Freemen had this
to say:

t1 went to Mogse Elver, asccompanied
by Professor . Frederick Smith of
Solumbus, Ohle and Dr. Harvey
Diehl, Tows State College, Depart-
ment of Chemlstry. On Thuersday,
September lst end Fridsy, Septembsr
#nd, Professor Smlith and Dr. Diehl
exsmined outcroppings of Gypsum
which oceur on the banks of the
Moose Rlver, beginnlng perhsapa

kalff & mlle north of the bridge end
gxtending lntermittently for at
legai two miles.o¥

“Atles CGypsum Corp. 1s the holder
of 1 minersl cleims...along the
neortheast aide of the right of way
of the Ontarlo Northland Jallway,
commencling at mlle post 1L3 at

the north end of the Moose Rlver
wraazing EBridge...ln Terroll and
Canfleld townships, Dlstrict of
sochrene., ™

"The COnterlo Yorthland Rallwesy has
guoted Atlas Gypsum the Tollowing
rates per cwh. (3ubject to revislen]
for the handlling of Zsrge ship-
ments of crude gypsum ore loaded

In open gondola emrs...to Nerth
Fay, 30 cents Toronte, |8 cents,..,
Montreal, 59 eents... Buffalo,
{W.¥Y.) 55 centa.®
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in 2& of the companyi s clalms
the top heds of gypsum have
reportedly been estlimated aa
having & thiclkness of twenty
feet over the entire ares
whilch would represent gypsum
reserve of A0 million tons.
Engineersi report conecur 1in
this ocpinleon.®

"In addibion, the sompeny has 18
water clalme, some of which sre on
two islenda in the Moose River and
the others under the river, It

1a posaible that the gypsum .
depoalts already indlcated on the
26 ¢laims, extend into the
subagquecus clalms, which if proved
cut, would glve ATLAS GYPIUMIS

Ity centiguous claims an ilmposling
value 1n gypsum ore,"

NTE 12 the Intentlon of ATLAS
GYPSUM to develop these claims

in accordance with the recom-
mendstions of 1ts technical
consultants by entering inte

an extensive diamond drllling
program to define the extent of
the depeoslts and emlac to obtain
Information necessnry for locat-
ing the best site for the Initisl
open plt operation. It 1s eatimat-
ed thet the ccmpany aheuld spend
sbout $125,000.00 on the Investl.
gatlon and prellwinary work needed
before productlon la initlated."

"The eontlnued growth of the gypaum
industry Is well agsured and we
belleve that ATLAS GYPSUM will de-
velop inteo en important suppller of
thiia all importent versatile
minersgl, i

YUI,3, Gypsum hez an envlisble record
of esrnings end dividends. Cash
dividends were initisted in the year
of itz founding 1920...and have been
maintelned ever since at stesdlly
ineresaing rates. There wes no
interruptlon in dividend payments
during the depression years of the
thirltlea,...We feoel that ATLAS
GYPEEWY CORP, 1s on the thresheld aof
such growth aend Is therefor a

vary wortkhwhlle vehlcle for
speculative cepital gaine.m




"COMFEANY HOLDE IMEPORTANT
GYPSUM RESERVE."

"18 GYPSUM CLAIMS HAVE AN
ASSURED YEAR ROUND PRCDUZ-
TILoN

"COMPANY OwWn3 26 ADDITICHAL
CLATYS WEICh AEPRESERT

&0, 000,000 TONS QOF GYFPSTM ORZ
IN SIGHT. M

"TAKING QRE QUT OF THE GROUND

FOR SHIPMENT I3 EXPECTED TO EE
DONE AT VERY ECONOMICAL CO3TS
YERMITT ING COMPANY TO SELL CUT-
FUT PHOFITABLY AGATNST COMPETITIVE
PRICES,"

"INTENSIVE DEVELOFMEWI PLANS ARE
PHOCEEDING, M '

MATLAS GYPSTM .. . helds a number

of mineral claims in the Moose
Eiver Faszin snd viclnity and mey
ke taklng the initial steps in the
onening of the Moose Rlver EBaszin
to active mining."”

"On 26 of the companyts c¢laims
the top beds of gypzum are re-
portedly estimated to have a
thickness of twenty feet over
the entire area of the clalims...
whleh indicate gypsum reserves
of spproximetely &0 million -
tons...on this one block of
platme, "

"The sharea of Atlas Gypanm have
Yeenl 1n good demand In recent

weeks, and In this perled tne
rice has advanced {rom under
2.00 to over 33,00 a ghare, .,
despite the general wecakbmneas

of the securities market, ™

"Sinece Atles Gyvpsum is likely to
develop 1nto an loportant suppller
of gypsum..to Canzdalas building
and construction industrles.,the
companyta shares cocn a speculative
beesis, afford excellent promise

of 2ubstantial cevital galns
promlge "

"Atles hés what we belleve to he

the flnest gypsum property 1n
Caneda, "

-




T. "Gypsum stocks B3 s group have

held remarkably steedy..

7.8, GYPSUM &t sround £1..

NATTIONAL GY¥PFSUM et rrourd 35,

both on the BIG BOARD are only

about & mnd & pointa below thelr

1957 . highs, ,ATLAS GYPSUM'S

sheres have moved up from esrcund

$2.00 a share in early August to

over $3.25 a shere,.held 1llke the

Rock of Glbraltar at around bthe

$3.00 level through the worst deys

of the QOetober stock merket de. -

2line, M

SIXTH: That the aforesald represen+

tetilona were false, fraudulent, untrue, mislesding, Deyand
reascnable expectation and unwerranted by the clrocumstences
existing st the tilme they were made, and ahould have Teen
Imown by JAMES CARLTON GREAYE to be s¢, and were made for
the purpose of freudulently inducing the pleintifls and
the publle generslly within the State of Wew York to pur-
chase from the defendant JAM=S CAELTON GRAYE, shares of

the common stock of Atlaea,

SEVENTH : That the aforesald repreacn-
tations, suggeation= and recommencations mmde by the
defendant, :EMES CARLTCW GRAYE, were false, fraundulent
and misleading In that the defendant, JAMES CSARLTON GRAYE,
while recommending to members of the pﬁblic of the Etaﬁe
of New York the purchase of Atlss stock, falsely end
frauwdulently concealed from and falled to dlsclase to
8aid purchasers certain material facts that defendant.
JAMES CARLTON GEAYE, Mnew, or wlth ressonable eff&rt

could heve lmown.

ETGIITH 3 That since on or about August,
1957, to January 10, 1958, the defendent, EDWARD T. MCSS,

reatding at 60 Hemsen Street, Brooklyn, New York, was




employed az a asleaman by defendant JAMES CARLTON GRAYE.

NINTH: Thet during sald tlme the de-

fendent, EDWARD T, MO3Z., made freaudulent representations
to members of the lnvesting publiec of the State of New
York In the sale ¢f the securities of Atlas Gypaum
Corporation Ltd. to members of the public of the State

o’ Hew Yorlk.

. TENTH : Mountex Minerals Corporation
ls & corporation incorporated under the laws of the State
of Colorado on the lith day of October, 1553, with its
principel office at 25-09 Sunset Boulevard, Houstan,

Texsas.

ELEVENTH: That Mountex Minerals Cornora-
tion from on or about June 11, 1957 to June 20, 1957
commenced to offer for smale and did offer to sell to
the members of the public of this 3tate the securities of
iountex Minersls Corporstion, az a ﬁealer In securities,
as deflined by Section 35%-e& of the Geners) Buglness law of
the 3Stats of Wew York, wlthout first having filed a
Deplerts Statement with the Department of Law of the State

of New Yorlk, s reguired bty seid atatute.

TWELFTH That the defendant, JAMES
CARLTON GRAYE, from on or abeut Jjune 11, 1997 and to June
20, 1957 commenced to offer for sele and did offer and
sell the stock of Mountex Minerals Corperation, as agent
of Mountex Minerals Jorporstion 1n viclation of Section
i1E9.e af thé General Business Law of the State of New

York.




TAIIRTEENTH:  That the aforesaid acts and
cogurse of conduct by the defendants were fraudulent and
in violatlion of law and constlituted frsudulent practices
with the intent and meaning of Article 23-A of the

General Business Law of the State of ¥ew York.

FPOURTEZNTH : That aa A reault of %the

fraudulent conduet of the deferdanta, thae plaintiffs and
the puklie generally were induced to »art wilth monlica,
segurities and other vslusble propertles In reliance

thereorn to thelr losa end detirement.

FIFTEENTH: That at gll tlmes herein-
before mentioned end at the present time the defendants
have been snd continue to be engapged in other fraudulent
practices in the offer and sale of securities within

and from the Stete of New Yoric,

SIXTEENTH ¢ Thet the plaintiffa end
the public generally have been end are belng irrepsrshly

demaged end have no adequete remedy at Iaw,

WHEREFORE, plalntiffs demsnd Judgment

ageinat the defendents ms follows i

1) That the defendants asnd esch of them
be restralned and enjolned permanently and during the
pendeney of tkis action, from dlrectly or indirectly en-
gaging or attempting to engege in any buslness relesting
to the purcnase and sale of =2ecurities or commodities
With the public, withln and from the 3tate of New York;
and from acting and engaging os azent, smlesamzn ar

gmployee of any person, firm cor corporation engaged in any
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tuslness relsting to the purchasse and sale of securities
or commodlties with the publle, within the State of Hew
York; and from writlng, publishing, preparing, selling
snd dlstrivwuting any letter or other litersture gdvialng,
suggesting cr In eny other manner communicating sdvice
to the public withln the 3tate of New York wilth respect
te the purchsesae or sale of securities or commoditles

and of the future price fluctustieonz af securities or
commodities mﬂrkaﬁa In generel; gnd from forecasting,
advising or in any other manner suggestlng either orally
or in writing sny method or methods to be used in eomnec-
tlan wlth the purchase or asle of securities or -
commodltlies, and any mct in sid or furthersnce of the

same;

3] That the defendants and each of them
be restrained and enjoined permanently and during the
pendency of this actlon from directly or indirectly eq-
gaging or attempting to engesge 1in the business of broler
or dealer In =ecurities within or from the State of Wew
York, asnd from any sect In s5id or furtherance thereof':
and from acting and engsging or attempting to act and
engege as agent, galesman or employee of any broker or
derler In the securlties business; and from scting as or
being or attempting to mct as or be a stockholder, direct-
or, trustee, offlcer, member or employee of any
corporation, sssoclation, syndieste, compsny, trust or
other combination engéged In the securlties business as
brokers or deslers; and from belng or attempting toc be &

rertner or member {limited, dormant or otharwlse) of By

partnership, firm, assoclation or person engeged in the

e




gecurlties tuslness g8 brokers or deglera within or
from the Stete of New York:; and from eny act In aid

ar furtherasnce of the zame;

3} Thet zhe defendents end each of them
be enjolned and restralned permanently snd during the
pendency of thls action from scting snd engeging or
attempting to act and engeoge ms sgent, broker, ssles-
man, owner, employee, stockholder, directar, trustee,
officer, associate or partner {limited, dormant or other-
wilse} of any corporation, company, asscclstion, trust,
syndicate, firm, person or other combinetion, ar a8 an
employee and representative of another or In eny other
capacity, or by or through eny other person or agency,
from the lssusnce or offering for sale, or sele, or
prometion, or negotistion, or edvertisement, or dis-
tribution, or purchase, to or from the public within or

from the State of Wew Ycrk, of any negotlstle documents
of title, forelgn currency orders, ceslls, aptlons, stocks,
bonds, netes, evldences of Interest or indebtedness and
any other securlitles 1lnecluding oll and mineral deeds and
legges, or eny Interest therein, sold or transferrsd in
whaole or In pert to the purchaser where the meme do not
effect a transfer of title In fee to the land, and in-
¢lucing sny commodlity as defined in §352 of the Genersl
Business Law of the State of New York, lssued snd which
may hereafter be lsaued by any person, partnership,
corporation, company, trust or sasoclation and from any
ect In ald or furtherance thereof, or in eny attempt

theresat;
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L3 Trnat the plsintiffs have such other
and farther rellef g3 to the {curt may =Zeem Just anc
proper in the premises, together with the costs snd dia-
bursements of thls action, wursusnt to Subdivison |} of

Seation 15131 af the Civil Fractice Act of the State of

HNew Yarl,

LOoULS J, LEFECWITS
Attorney Genersl of the
State of Wew York
Attorney feor Plelntiffs
Offiee and Post Offlee Addresz
Ne. 80 Centre Street
Barough of Manhettan
City of New York 13,
New York




VERIFICATION

STATE OF NEW YORE )
583
COUNTY OF NEW YORK )
ORESTES J. MIHALY, being duly sworn, deposes
end smys:

I am an Assistant Attorney General of the

2tate of New York, and one of the plaintiffa in the

“within ection.

I have read the foregolng complsint znd lmow
the contents thereof, and the same 1s truse toc my own
knowledge except as to those mattera sajid te¢ be
alleged on Informetion and bellef, and as tn those
matters 1 believe 1t to be true.

The sources of my Information and the
grounds of my bellefl are Invesfigations made by me
on behalf of the Attorney General, togethsr with
exhiblta and recorda flled with the Attorney Generalfs
offlce.

Sworn te before wme this

Sth day of February, 1958. ONESTES J. MIBALY

Assiatent Attorney Gensral
of the State of New York




| SUPREME COURT OF THE STATE OF NEW YOQRK
COUNTY OF NEW YORK

———————————————————————————————————————————————— x
FEQPLE OF THE STATE CF HEW YORK,

Flalntiffs,

-agelnat- ]

JAMES CARLTON GRAYE, a&/k/a JAMES WEEB, doting
businesa under the firm neme ané style of J. :
C. GRAYE COMPANY, end EDWARD T. MODE35,

Defendants. )
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STATE OF NEW YORK )
o . P 3808
CoUNTY OF NEW YORK )

ORESTES J. MIHALY, belng duly sworn, deposes and saye:

I am an Asalatant Attorney Gemeral in the CDepartment
of Law of the 5tate of New York, sssigned to the Buresau of Secur-
ttiea et 80 Centre 3treet, Clty, Gounty end State of New York in
the office of Attorney Genersal, Louls J. Lefkowitz..

During thg courae of my employment, I have been placed
f11'1 charge of the above matter. Based upon documents and records
gn file in the Department of Law, the aworn testlmony of varloua
witneazes and the reports of Abreham Fesass, Senior idccountant in

the Dapartmént of Law, T make the followlng atatements upon infor-

matlon and bellsf in regard to the above matter,

Jamesa Carlton Graye has been conducting s business as
8 brcker-dealar_in gsgeurltisa 1o and from the State of Wew York
with offices at 15 Maiden Lane in the Clty of New York sincs
May of 1956 under the firm nasme and style of J. C. Graye Co.
While so engaged in busineas, he has been entrusted with the
pmsseaéisn, custoly, care and safekeeping of monies and securi-

ties belanging to membars of the public'of this State,

Graye has a long and notorlousz criminmal record datlog

back to 1927, Ineluding conviectliaons for the peossesslon of bur-




glary tools, auto theft, strong-arm robbery and escaplng from
prison. Graye wag relessed from a ¥evada State Priaon in 1947

after serving 2 yeara of & 5-10 year sentence for robbery.

It i= not surprlaing, therefore, that hls venture
into the securltles buslness, a business charged with a public
truat, should result in the perpetration of a desgplcable fraud
upon the public of thia State. This fraud waa commltted in
connaction with the promotlon and gale of the sscuritles of
Atlas Gypsum Corporation Ltd,, a Canadian corporation, (herein-
after referred to as Atlas}. Durlng the psst =slx or seven months,
Graye, through high pre=sure boller room methoda, has bombarded
the investing publie of thls state and other states with a
barrage of literature contalning fraud, misrepresentatlons and
untriuths designed to Induce and inveigle the publle to purchase

the securities of Atlas.

During these past six or seven months Graye has fraud-
wlently repressented In hls llterature that Atlas owned varicus
gypsum ¢laims in Cansdas and wea worklng on and developlng thege
claims end thet the company was on the threashold of production.
Officlal recerds obtalnsed from Canadliaen offlclals Indicate that
Atlas has never owned many of thess claims and that no work has

heen done on any of these propertlies by Atlass for years.

Graye, through hias frauvduelent maetivitisa, nas aue-
ceeded 1in manipulating ths price to 1its present artificisl lsvel
and hes disposed of hundreds of thousands of shares of Atlas
stock, reaulting in a loaa to the 1lnvegting public of hundreds

of thousands of dollars.

The activities of hile firm, J.C. Graye ﬂo., were
relatively small until he began to sell the securltles of Atlas
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sometime during the month of August, 1957. At thet time, Graye's
quarteras at 15 Malden Lane becams too small for his operation
and he was forced To obtaln larger quarters on another floor 1in
thet bullding whers he pleced an additional ten to twelva
salesmen to mell the atock of Atlas over the telephone. A

great many of the telephons calls were made durlng evening hours
when proaspective customers were more easlly contacted st their

homea and less auspecting of any duplieclity.

Graye commencead a full-scales promoticn of the stock
of Atlas at that time, using newspaper advertizements and
atockholdars llsts to cbteln ths namea of proapective customers
resliding in New York 3tate and elsaewhers to which hils literaturs
could be sent and upon which his salesmen could prey. During
the month of Auguat, 1957, Graye had at least 10,000 coples aof
a booklet concerning Atlas (Exhibits A-1 through A-11} printed
gand heas disgeminated thilas beooklet wildely all aver the Tnitad
States and to residents of the 3tate of New York. ince that
time snd uvp until the present time thls booklet has been so dia-
tributed and used te Induce the purchase of Atlas stock. In addi-
tion, Graye employed varlouns other pleces of literaturs in order
to ilnduce the purchase of thls atoek by resldentas of this State
includlng so-called merket trend letters {(Exhlbilts B through G)
and "announcements™ (Exhibits 9 end I) of a free report aon the

Gypsum atock.

Exhibit "B" 1a dated August 28, 1957; Exhibit "¢" is
dated September 12, 1957; Exhibit "D" 1s dated October 7, 1957;
Exhibit "E" 1s dated Qctober 1, 1957; Exhibit ™F" 1a dated
Octeber 25, 1957: and Exhiblt “G" 13 dated December 11, 1957.
According to the aworn testimony of Graye taken at this office,

these "market trend™ latters, (Exhibits B through G) ware cir-
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culated at and for perlods of time subssguent to the respective
glven detes. Exhibit "H" was used and distributed during
August end September and Exhlbit "I" was used and dlstributed

in September and through December,

These varlous pleces of llteraturs are appsnded to
this effidavit and marked as éxhibits to this affidavit and are
made a part hersof. This literaturs contalns falss, untrue,
mialeading end fravgdulent reprasentations snd fraudulently
and falsely concemls other material facts from the prospectlve

purchasers of thls stock, as will be Indicate below,

According %o a prozpectus fllesd by Atlas with the
Quebee Securltles Commission sometime in June of 1956, Atlas
was incorporated in the provinece of Onterle on the flrst day
of Septembsr, 1955, with heed offices located at 50 Richmond
Street, West, Toronto, Canada and sxzecutive offlces =2t 377 ét.
James Street, Weat, Montresl, Canade, Thils prospectus Indlicates
that on or about February &, 19%6, Atlas acquirsed from Abraham
Fleming and Gasten Jullsn Durand, fourtsen unpatented mining
claims (hereinafter called the Fleming c¢laimsa] sftuated 1n the
District of Cochrane 1in the Sudbury Mining Division in the pro-
vince of Ontario, belng described aa clalms 3-90176 to 3-90189
inelugive, for an in conzlderation of $90,000 which was fully
satlisfied by the rllotment and issuance of %00,000 fully pald
up shares of the capltal stock of Atlas to the vendoras of the
claima, Thias Q00,000 shares of stoek iz asld to be held In
e gerow and subject to release only upon the approwval of the
Guebec and Ontarle Securities Commiasion. Of the 900,000 zhares
so held, 90,000 shares have been s8¢ released, The prozpectus
further indlicates that on or about 3eptember 21, 19GH Atlas ac-

guired eighteen additlonal unpatented mining claims (hereinafter
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¢alled the Sigler claims] fpam Willlam 3igler of Montreal, Quebsc,
for the sum of 39,000 cash. These cleims sre contlguous to ths
Fisming claims mentloned above and are numbered T-37132 to
T-37149 incluaive. The Litersture issued and dlatributed threugh
the Tnited States malls by J. C. Graye constantly refers to thease
two groups of claims and falsely alludea to an additionel twslve
claims, which presumably are a group of claims originally ataked
by W. Tess Curran in the swmmer of 1911l. These latter twelve
claims were patented and vested in the nemes of W. Tees Curran

and R, M. Hamilton 1in the summer of 1923.

In crder to mscertain the standing of the eclalms of
Atlea, thls offics has requested and recelved abstracts of the
mining elaims enumerated above, which represent the clalms sac-
qulred by Atlas from Fleming, Durand and Sigler, from the Office
of the Mining Recordsr of the Ontarlo Department of Mines in
Pimmins, Ontaric, The ebstracts of the Sigler claims (No,
T-37132 to T-37149 inclualve) Indicate that the claima wers
gstaked by & Richard Ernest Parkes of Montreal, Quabec on Uctaber
10,11,12 and 13 of 1955, (A copy of one sueh abstract, referring
to cleim T-37132, 1s ettached to this affidavit, merked Exhibit
J and made a part hereof). These claims were recorded in Timmons,
Ontaric on November 7, 1955. The s&bstracts for thess clalma
further indicaste that a&ll the Interest of Mr, Parkes was transa-
ferred on April 19, 1954 to Jamss P. Menley and that on Novembsr
30, 1956, Manley's intesrsat wea transferred to Atlas. In order
to keap thesze clisims in good standing, the helder of the clalms
was required to fulfill forty day's work on each ¢laim during
the firat year efter the recordlng of the cleim, The abstracte
indlcate that on eight out of the elghtsen Sigler claims, twenty-
four davy's work was done on esch of the elght clalms aas of Sep-
tember 27, 1956, indicating, prima facile, that no work had heen
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clalma were transferred to Atlas on January 8, 1958, (4 copy
of one such ebstract, referring te claim $-9018Y4, 1s attached

toe thls affldavlt, marked ExhIbit M and made a part hereof.

It iz therefore apparsnt that while J, C. Graye wasz
distrlbuting the literature appended as exhlblts to this affl-
davit and while his zalesamen were extolling the pegsibllities
and potentlallities of Atlas and its purported propertlies to
members of the investing publlie of this State,'the ¢clalma were
allowed to fall open and were re-ataksd because Atlas had neot
met itz minlmum assesament requlirementsz. Indeed, during certain
perloda of time from August, 1957 to the preaent, Atlas did not
even oWwn thess claims in good standing., Atlas d41d not heve a
right to the Sigler claims from November 7, 1957 te January 8,
1958 and did not have any right teo the Fleming claims from
Qctober 2, 1957 to January 8, 1958. HNowhere in the literature
dlsatrlbuted to the Inveatlng publlc of this state, did James
Carilton Oraye Inform the purchasers of Atlas stock that no
work had been done on the clalms for years and that the claiﬁs
were about ta fall open. Jamea Carlten Graye cenhlnued to
distribute the glewling literature describing the claims even

after Atlass had no tltle or right to the claims.,

This offlce hasz just recelved dertificatez of 3earch
from the Local Master of Titlesz and Reglstrar of Deseds in
Cochrene, Ontario, Canada, which Indlicate that the preaent owners
in fee of the Curran cleims (the additional 12 eclaims which al-
legedly contaln the 60,000,000 ton gypsum reserves) are W. Tees
Curran and Joseph Benson Curran. According To these certificates
Atlag dogs not own these clalms and nas never owmed them. (4
copy of one auch certifleate, referring to ¢laim Ne, S. G327, is
attached to this affidavit marked Exhiblt N end ¢ and made a part
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hereof),

While the literature published and diatributed by
J. C. Graye, Co., represented to 1ts customers that they wers
recelving full and complete information concerning Atlas, these
customsrs were never told about the feilure of Atlas' working on
1ts properties and that, lndeed, these claims had been allowed
to lapse and fall open. The falilure to disclose this and othar
material facte 1s a traveaty when taken 1n the 1ight of otker
gtatementa contalned in this 1iterature =uch as "our extenglve
report on this company and its money maklrng potentials for those
who buy at current market prices gives ysu the detaila end facts
needed for Intelligesnt, apeculative purchases®, and "Tmportant:
profita lu stocks are nine timsa out of ten made by those wish
moat corplete facts at their command and disposal"™, and "To make
money 1n the stock market . . ., you must first koow the (Znside
facta.' Here's your chance to obtain full informs<ior on &
speéclal stock situaticn with dynamic profits potentials . . .7

(see Exhibits H, T and P, annsxed hersto).

Little need by mdced in order to indicate the false,
untrue and misleadlng nature of the statoments made in he 1it-
erature by J. C. Graye Co,, a2 enumsrated in Subdivision A
through T of Paragraph 5 of the annexed complaint. There Is mo
basis for the statement that Atlas Gypsum Corp, Ltd., 1s "current-
1y szurveying and developing its gypsum properbles in the Mosae
River basin mrea « @ # 1n preparation for open pit mining" (See
Exhiblt A-2). So little work had been done on these clsims that
Atlas hac Zoat title to them at one time or avother from October

2y, 1957 and Kovembar 7, 1957 to Janvary 8, 1958, according ta

the alorementiocned abstracts,

Any atatements made in the literature that Atlas was
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holding or develeopling or intending to develop these nlaimsg is
false end mlglieading In view af the evidence contalned in these
abatracts end purposzely designed to Craudulently induce the

purchese of Atlas stoek,

In Exhiblits 4-3 and A-4 (pages from the booklet distri-
buted to the investing public by Graye) there 13 ceontalned & atste
ment concernlng a vislt by two Americen technleal men with Mr.
Archibald Freeman, General Maneger of the Ontarioc Northland Eail-
way to the Moose River Basin arsa. Thia statement is felaze, un-
tree and mislsading, inasmuéh 83 Mr, Freeman cever vistted this
ares with these two technical consultants on behalf o Atlas
Gypeum and the excerpt from a purported letter to Atlas by Freeman
is actuelly an excerpt from an intra-company memorandum, the com-
pany belng the Ontarlo Northland Rallway, Freeman rever wrote
thias letter to Atlas. While the excerpt of this purported letier

speaks of the "end of August" and “"September 1 and 2", nawhere 1s

there glven to the reader the year to which this refers., Tndsed,

gince this literature was sent out durlng September, Ociober,
Hovember and Descember, 1957, the reader was laed to Lelieve that
the trip by Mr. Freeman was alsc mede during the ysar 1957. dct-
nally the trip was made in August ané September of 1955. The
mlsleadlng character of this statement becames readily apparent
from the testimeny taken at this office of some of the salesmen
of J. C. Graye Con. They admltted that they did nat krnow when tha
trip was mades, but assumsd that it was made in 1957, sinze the

literature was gsnt out concurrently In 1357.

imilarly, Exhiblt A-5, a page of the same bosklet dis-
trivuted by Graye, refers to ratea quated to Atlas for the ahip-
ment of crude gypsum ore. These price guatatiosns were aléa made

in 1955 and have slnce become gubJect to revisicn end Increase,

—a.
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Nowhere 1s the reader informed that the prices guoted were

glven in 1955,

The 1iterature of J. . Graye Co,, states that thers

1z a gypsum reserve om_Eé of the company's clalms amounting teo

60 mlllion tons (see Exhibits A-5, D, E, X, I and @), This &G
mi~lian ton Figure was flrat glven to this gypsum deposlit in a
report by Jehn Lanning, B. A. 3¢., appearing 1n the Mining
Journal of December 10, 1926. This Lanning report refers gpeclf-
teally to the 12 Curran claims which we have mentloned above and
which wers never owned by atlas, This &2 million ton figure 1=

relterated In the engineerts reportas accampanhying the Canadlan

prospectus, Whieh we have alszo mentloced previously. Ths estimate

of 60 millien tong is not based on extensive dlamond drilling,
butk rather beged primerily on vigual asnd redlographiec surveys.
Again in ceonnectlon with this estimate of 60 millicn tons sxzisting
an Atlas' cleima, we muat agaln refer to ths evidence provided
by the abstracts ano certificate=s that Atlas did no work on the
claims to justify thelr further holding the seme and that Atlas
never oWhed the 12 clalms commonly referred to as tne Jurran

claims which allegedly contain the 60 million ten deposlt.

Graye'a literature stmtes that the company intends to
develop the clalms In accordance with 1ts englneer's recommenda-
tions that the company expend 125,000 for prelimlinery work (sece
Exhlibits A-C mnd A-6). The impression is given to the reader
thet the compeny iz about to expend $125,000 for preliminary
work prlor te its entering Inte actual production. The reader
of thils I1lterature ls nct apprl=ed of the fact that the company
has & small cesh posltion and i1s not able to even expend the
amount of $125,000, which, which tne lilterature admlts 13 neces-

sary before any production coulcé be contemplated,
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Exhivits A-9 and 4-10, pages cf the booklet distrlbuted
by Graye, represent a common-place deceptlon used by boller rooms
in their litersature; i.e., & comparisicn with a simllar well-
¥nown company whose earnlng or dividend reccords Is enviable or
whose shares have riasen in vrice gpectacularly. In this case,
the comparlaon ig mede with U.3. Gypswn and the statement is mede
that Atlas Gypsum is on the threshold of the growtn similer to

that which was sxperlenced by U. 3. Gypsum.

It 18 reacdily svparent that Atlas with its property
holdings In suveh a dubiocuz staie can In no fashion te 3o compared

Wwith U.5. Gypaum and to do seo la frauvdulent and misleadling,

The literature distributed by Greye alsc cantained stata
ments thet 12 of Atlas' claims "have an assured year round protec-
tion" (see Exhibit H and I). By thls statement the reader iz led
te bellsve once again that Atlas is either producing gypsum ore
ar is abouf to produce gypsum ore, a statement far from the truth.
The b&ﬂis of Thias statsment mpparently ztems from a reference to
theae claima made In the onglreer's reports accompanylng the
Canadian prospectus, which only states that, lnasmueh as some of
these clalms are subaquecus, these subagueous ¢lelms can be
worked during the winter meonths while work aon the cther varts of
thege claimg could be carried out only during the warmer aummer

montha,

The literature dilstributed by Graye contalned stata-
ments concerning the rise in price of Atlas durlng a tims when
the stock market, In genersl, experlenced difficulties. The 1it-
erature contalins statements that the sheres of Atlas Gypsum were
in good demand and "held like the Rock of Gikralter™. ({See Tx-
hivits €, D, E and ). The price did rise curing thls period and

there was & guasl-demand For the atock hut only because of the

~-11-




1

high gressure meitheds and tactice used by J. €. Greye in solici-
ting ity purchase. J. G, Graye made and controllesd bthe market
in the stoclk and got as much as the market woolic bear for the
stock., An sxampice of the byps of market that cxisted in Atles
is aptly illustrated in the Novembsr 19, 1957 “oilnk sh=ets"
vDz.11y quotations furnished teo all brokers by the Hational Daily
Guortation Bureau) which showa J, €, Graye offering the atock at

£1.50 andéd enother filrm offering 1t at 32.50.

Ag hes been lndicated before, Atlas® only assets consia:
of the Tws grouwns of claims scequirsd from Flewmingz, Durand ano
Sigler acecording te the prospectus ilec wlth the Canadian {om-
migsaions. These c¢lalmsa were gcequired From thease Indlvidusis &t
a cost to Atldas of 900,000 shares {a monetary cgulvalent of 490
0OC.00) and $9.C0C In cash. The abandeament of the clrics by
ftias ITndleates the sxtent of the weter . ng of the -tock, =a) the
falluro of J. C, Graye to accuratsiy, honestly, ane fu:lr ody ce
hls rustomers of the btrue state of affalra of the compuny’s Gry
pertics and flnanclal gctivitles constitutes a proszs fraud unan
tive purchasers of thia stockd, The purchagers did not koow oo
wero not advised by J. 0. Graye that they were luylog stock o
4 comgnny which nhad pgaild oub 920,020 shares of steck Tor puopar
tilca that nad since beon allowesr 2o 112 failow aad letel harone

shandanad,

The galesmen of J. C, Graye Co., who nave tesiifiog ot
Ghis affice have indicated thet they relied chiefly, 1f nat PRA
upen the representatious made in the literature of 5. ¢. Gravs o,
in thelr te.ephone conversaticns with the customers of 7, €. Grayes
Co., In additlon, hewsver, this offlce hes been advlsed bthat
Turcher fraudulent statements were made to the cuatomers of 4, O

Craye Co,, lneluding representations that the provertic: of allas

weie cleose o or sdiacent to propertics held by Jobkns Meawili.
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Corporatiosn and Bestwsll Gypsum Company, and that Johns Manville

Corporatlon and Bestwall Gypsuwm Company were to take over Atlsas!

properties or to merge with Atlas on s stock exchange basis.

That reprezentations of thia type were made has been admitted

by one of the =salesmen employed by J. C. TFrave Co. The defen-

dant, EBdward T. Mogs, a galesman employed by J. C¢. Graye Jo.,

1 teatimony given at this offlce on January 10, 1958, was asked

the folloﬁing queationz and gave the following answera:

Q.
A.
Q.
4.
Q.

A,

P

A

Q.

.

Did you ever hear of Bestwall Gypsum Corp.?
Sure.

What do you know about Bestwall?

It 1s = blg board company mining gypsum.
Have you ever talked to your customers about
Bestwall Gypaum?

Yes.

What have you told them about it?

I told them 1t waa a blg board company and
it could make money and so forth and so on,
I talked about U.3, Gypsum.

What else?

Johns Manville uses gypsum.

What connection do they have wikh

AGlas Gypaum?

Whao?

These companles?

None.

Have you ever told any of your

custemera that they have pruperfiea

ed jacent to Atlas Oypoum®s praperkies?

Up in Canada...l don't know how

adjacent they are up in Canada. Alse
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A

Qe

Ay

@

Q.

Beatwall Gypsum 1= up in Canada., In fact
from what I know practically el1l the
Gypsum comes Trom up in Canada, 90% of it.
What have you told them about Bestwall
and gypzum properties up therea 1In relatlon
to Atles Gypsum?

Hothing that I know of.

You say that Bestwall Gypsum has
properties up in Canada?

Yes.

Did you ever tell anyons that?

Ya=,

Did you ever tell anybody where

those properties were located?

L mey have.

Did you swver tell them they were
adlacent to or near to the properties
of Atlas Gypsum?

I may have.

Where did you get that Information
f'rom?

I made that ugp.

What do you mean you "made it up"?

I uzed 1t for making comparlsons

of zypaum companies.

An2 Just "made it up" thet they

were adjacent?

No close proximity perhaps maybe

milea awey.

Tou jusat "made that up"e

That's right.

Without any gsubstantiastion as
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Qe
Ao

A,
Qe
A.

foar a3 you know?

That'a right.

Why 214 you do thet, just to get
somebody to buy the z2tock?

Perhans,

Did you ever hear any other asrlssman
make that up?

I may have,

Who?

T don’t know, Thers is a lot of

men talking and you're listening

and you walk by and hear aomething
and 1f 1t can help you, Fou use

it.

Did you ever hesr any of the =ales-
men say that about Johns Manville

in connectlon with Atlas Gypasum Corp?
In what way?

That they have propertles near

to Atlas Gypsum's properties.

Not that I know.

But 1t was mentionsd as far as Beatwall?
It mey have been mentioned as far as
Bestwall,

But they did4 =may that Bestwall
Oypsum's properties wers located
near Atlas Gypsum'a properkies.

Now whaen you say "they say 1"

don't pin me down 1 don't know if
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they used 1t. I know that I
naac it.

2., Without any substantiation whataocever,
ia that corrscty

A. The only substantiastlion is that both

of them are located up 1in Canada,

ATfidavita on flle with this office sxecuted by
responalbie executlves of Johns Manvlille Corporetlon and
Beatwall Gypsum Company {coples of these affidavits are attached
to this affldavli, marked Exhlbits R and 3 and made a pert here-
of'} indicate thet Atlasz Gypsum Company Ltd., haé no property
sdjacent to or near propertless of Beatwsll Gypsum Company located
in the Mocses Rlver creasing area in Ontarle, Canada aince
Bestwall dosa zot new own, nor 4did 1t ever own, any properties
in that area or anyvhere else in Ontaric Cansda: and that there
iz no present, past or contemplated merger or other relatlon-
ship between Johns Manvills Corporaticn and Bestwell Gypsunm

Company with Atlaa.

The salesmen of Jd. C. Fraye sxamined at this office
demonstrated that, wlth no substantlatlon or knowledge, they
Wware accustomed to malke the grozszest of exsggerated c¢laims
concerning Atlag in order to 3ell ths stock. The defendant,
Mosg, the same salesman who admitted he ™made up" the astory
corpcerning Bestwall Gypsum, also sfated the following In kls
teatimeny at this office on Japwmary 12, 1958, after denylng
that he told the customers anything whatsoever about Atlas’

claimz, In answer to the followling querles:

Q. Well, ¥r. Moszs, you're trying to
tell me that you ¢all a person
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up and sell them stock telling
them how good gypsum fs wlthout
telling them wnat thisz company
hag?

They have a mine. A gypsum mina.
Alright, gc what do you tell them
zbout what they have?

They have . . . they're nminiog gypsum.
When a person saya "what have they
got up in Cenada",

A gypsum mine,

They have & gypsum mine in Zarnads,
is that what you tell them?

Yea,

What does Atlas Gypsum have in
Canada, M»n, Maogs?

What have they thera®

Yes.

They have asome mines . . . mining
gypaum, Whatever it sayas 1n there
[referring to exhibit A-1 through
A-117,

What 4o you mean, they asre actuwally
mining gyosum up ia Canada?

T den™t know,

¥ou dontt kngw?

No, ©{ never assked anybody, I

denft discusa it.

-17.-




W. Well, what do you know ghout
what Atlas Gyp=um ‘g deing on
ita properties now?

4. T Gon't know. I heven't hbeen there,
I harzn't any tdea.

G. No cne hus told you?

A. No one has told me.

Do you know how many claims

AD

they have?
4. No.
Q. Well, have you read the breochure?

A, I read it & long time ago,

The representations made by HMoass concerning the allsged
mines and allegsd mining of gypsum are abaclutely Talze since
Atlzas at most only has properties with surportad gypsum deposits
anc these preperties ars not minsa, nor is any.mining being con-
cducted by Atlas on these properties, ms evidenced by the abstracts

anc certificates,

In order to appreciate and understand the whole pileture
with regard to the sgale of A%las by J. . Graye Co., a brief laaik
rust bhe taken cf = transaction which was consummated in Lansda
lmmedlately prior to the commencement of James Sarlton Greye's
proration of the Atleas stocik here in ‘he Unlted Statea. Sonetime
during the month of September 1957, the Securities mnd Exchange
Commisation placed Atlas on ite Canadian restricted 11st, The
Dlacing of Atlas on the Canadian restricted 1ist glves notice
to all brokers selling the stock of Atlas that the Securities
anc IZxchange Commission believes that the stock of this caompany
Is belng so0ld In violation of the reglatration requirements or

the Securities and Exchange Commission. Graye, eccording to his
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aworn testimony, In order to justify his distribsution of Atlas
atock allegedly wreote wvarlaus iefters to various individuslas

and companles in Canada, He recelved a letter from Atlas dated
July 4, 1957, to the effect that an underwriting of Atlas stock
was completed In June of 1957 by a Canadian underwriter, Horih-
western Securlities Ltd,, of Vancouver, Britiash Columbia, advised
Graye that 1t was the underwriter referred to and that 1t had dia-
trivuted 175,060 gshares of the common stock of Atlas on ar abaut
Jure 5, 1957, mnd that such shares were not coffered or szold
threugh sub-underwrlters or optlicmees and d4id ln fact come to pest
in tkhe nands of members of the Cansdlan public. By thls correa-
pondance J, C. Grage Intended to e=ztablish the fact that he was
not acting on behalf of Atlas, ¢r on benalf of any of the promoterd
of Atlaa In the distributlor of large bloocks of Atlas stock in the
Svate of New York and ln the rest of the United States. This of-
fice has been advlaed by rellable sourcesz in Canade that Atlas
gold 175,000 shareg of 1ts capital stock at a price aof 20 cents
per share to Naorthwsstern 3scurities Ltd., sometime prior to Au-
gust 1C, 1557, and thet Northwestern Securities wes to pay for

the stock en or Before the 10th day of avgust, 1957. In this
agreerent of sale, which was reduced to wrlting, one, Harcld M.
Kerr, signed on bghalfl of Nerthuwestern Securities Ltd., and

Henry C. Druce, president of 4tlas, signed on bHehalF of Atles.
This agreement was entered 1nto {n Salgary, slberta, Canada.
Another agresment entered Intoc 1in Calgary slgnecd at aspproximete-
ly the zame time provided for the sale of 175,000 sharea s the
capital stock of Atlas from Northwestern Securlties Ltd., to Hyman
Sigler, described &s & "merchant" from the Gity of Montreal. The
salss price In this egreement was 203 cents per shares, a mark-up
of 7 cent per share, Thus, there wes a transfer from A+tlas to
Nerthwestern at 20 cents per share of 175,000 shares and n
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aimilar %ransfer of 175,000 shares at 20f cents per snare from
Korthwestern Securities Ltd., to the mysterious Mr, Sigler.
Evidently, the letter written by Northwestern Securitles to J. C.
Graye to the effect thait the 175,000 shares owned by them had
been publicly distributed in Canada was a falsencod., Tt is slgnif{
1cent that the date upon which payment was to be made to Atlasg

by Northwestern Securlties Ltd., was August 12, 1957. J. C. Graye
cormmenced hls promotion of the Atlas atock In fugust of 1957, and
hig first sale was made on August 1y, 1957. Graye bought his
Atlas stock through the faeillties of Craddock Securities The.,
of New York City, who in turn purchased thelr stock from & Tarantag
firm koown as R, H, Scarlett, Ltd,, and from Harold M. Kerr, Ltd,,
of Calgary, Alberta. The Harold M. EKerr who executed the agres-
ment on behalf of Northwestern Securities, Ltd., purchasing the
Atla= stock from Atlas and selliug the =stock to 3igler, is the
same Harolc M. Kerr aof the firm of Harold M. Kerr, Ltd., =of Cal-

gary, Alberte, Canada.

The financial eonditlion of J. C. Graye Co., during the
peat year has been precarious end bordering upon an insolvent
conditlion. At variosua times duriag the past yesar Graye haa been
forced to make cash coentributlons to hiz capital sccount in order
to prevent an actual lngolvent position, Theas cash contributions|
according to the gworn testimony of Graye taken at thila office
have come largely from his wife., Graye déhied any koowledge of
the source of the funds contributed by his wife to his business,
Hié wife hes contributed in the neighborhood of $%5,000 in cashk
to her hushendls buslinesss during the past year., The swWworn testi-
mony teken of Mra. Graye Indlicates on the record that, of this
amount, 2lose to $& 000 was received as a gift Zrom her father,
thet $312,000 was horrowed from an acquaintence of hers by the

name of Jemes d. Taylor of New York City, aand that over $5C,000

was recelved as a "gift" from a mysterioua person wha purportedly
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resided in Baltlmore, Maryland. Mr. Taylor testifled that the
%32,000 loaned to Mrs. Graye waa not svidenced by any note or
any formal egreement and that the $32,000 loan did rint bear any
intereagt, This office hes checked with varlous authorities in
the 3tate of Meryland and thisz zearch has neot subatantinted the
explanation given Yy Mra. Graye of her recelpt and retention of
this lerge caah glift. It ia belleved by this office thet JT. C.
Greye 1a acting agz & front {or other individuals and undisclosed
princlpals in the sescuritlies business and thaet these large unex-
plained amcunts of ready cesh whieh have been put fmto his busi-
ness coms from undlsclesed principals acting throsugh J. €. Graye,
This office knows 2f two incdlviduals, kaving notoriocus repubta-
tioma in the securltles bualnesa, who have assoclated with Graye
during the past year and 1a continulng its investlgation to deter-

mine thelr exact pozxitlon and Intesrest In J. C. Graye's cperations

Avceorddng to the sworn testlmony of CGraye taken at this
office, In Mey or June of 1957, Graye allegedly was approached by
cne R, Sugden Tilley, whe repressanted himself to Graye as en
smmisgary of the firm of Kerr-McCann Inc., of Reoawell, Kew HMexlecso,
Mr, Ti1lley propomsed to Uraye thabt Graye's firm be taken pver by
this Hew Msxico outfit 1in order to eatabllish a Wew Yaork cutlet
af 1ta sctiviiles 1o the sscurities businessz. Tilley at one time
had been brought up on charges by the office of the Attaraey
General. Graye eventually beceme the president of this broker-
age flrm and while holding the positicn of president commenced
to act as one ¢f the undesrwritsra of the common stock of Mountex
Minerals Ceorperation. Mountex Minsrals Corpcorasion was lncorpor-
ated under the lawa of the State of Coloradeo in October, 1935,
with 1ts principal offlce at 2609 Sunset Blvd,, Houston, Texas,
The books and records of J. {. GrayerCc., lndizate that during
the month of June, 1957, J. €. Graye Co.,, offered and sold to
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the public of the Etate =f New Yord the sccuritiss of Mountex
Minerals Corporation as an underwriter and that theresafter Graye
continuved to trade In these sescurities in the asscondary market,
Mountex Minersals Corporation, in the sgale of its orliginal lszsue
stock tarough the ageney of J. C. Graye Co,, was actiag 83 &
dealer of gecuritlies In thls State within the meaning of Articile
23-A of the General Business Law of the 3tate of New York and
was required ta file a Dealeris Statement with the Department of
Law prilor to the offering of ita securities in thls manner,
Mountex Minerals Jorporation, did net fille the raguired Deszlapr's
Statement and conaaqueﬁtly.the sale of this stock by J. . Graye
“o., was 1o violaticn of lew, inasmuch as 1t was & sele of unreg-
istered gscuritles under the lawa of thls State, Furthermors,

J., 4. Graye Jo., was oblliged, aa an underwriter of these sscuri-
tles, to flle with the Department of State of the S3tate of Now
¥ork & Further Stete Notlce pursuant to the provisions of Article
23-A of the General Business Law of the 3tate of New York. J, O.
Graye dld not flle the aforesald Further 3tate Notice and his
sale of theae securlities without complyling with this requlremant

wes glgo a fraudulent practice within the meaning of Article 23-4.

The defendant has been committing other fraudulent
practices within the meaning and Intent of Article 23-A of the

General Businesa Law of ine State of New ¥Yaork,

That the plalntiffs and the pubilc generally within
the 3tete of New Yorx have been and are being irreparably demaged

&nd have no adequate remady at law.

The defendants heve sold the siock of Atles to the
plalntiffs aend the public generally by means of false, fraudulent
and untrue repregentations and the suppression of materiel facts
a8 to the true condition of Atlas and 1its prevertiesa, and are,

and have been emplcying the same course of conduct as heretofore
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mentioned and stated, and that <he plainkiffa and the public
generally, relying upon =such atatements and representations,

have purchased the stock of 4tlas from the defendants herein,

¥Your deponent is of the ¢pinien that 't 1s ko the bes+
nterest of the Paople of the State of New York, that an injunc-
Eilon be granted by this Court, restralning and =njeoining the

defendanta as prayed for in the complalint,

Thet no previous appilcation for thne relier aought

herein has been made to this or any other court or Juatice,

Sworn to before me this
day of , 19k8,




