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Item 1.01 Entry into a Material Agreement
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On December 11, 2006, Alanco Technologies, Inc. ("Alanco") and Carolina
Casualty Insurance Company ("Carolina") entered into a Settlement and Policies
Release Agreement ("Agreement") pursuant to which the parties settled a lawsuit
pending in U.S. District Court No. CV-04-0789-PHX-DGC arising out of Carolina's
failure to pay a claim under a Directors and Officers Insurance Policy issued
by Carolina.  Certain officers, directors, subsidiaries and other related
parties of Alanco were also parties to the Agreement.

Pursuant to the terms of the Agreement, Alanco  received proceeds of
$350,000 on December 18, 2006. The Agreement also contains a release by Alanco
and all related parties of all claims against Carolina and a release by Carolina
of all claims against Alanco and all related parties.

                                   SIGNATURES

Date: December 20, 2006                 By: /s/John A Carlson
                                            -----------------------
                                            Chief Financial Officer
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