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I. INTRODUCTION 

The Division of Enforcement respectfully submits this Motion for Summary Disposition 

against Respondent Paul D. Crawford ("Crawford") pursuant to Rule 250 of the Rules of Practice. 

This administrative proceeding arises from a related injunctive action, SEC v. Collyard, et al., No. 

l l-cv-3656 (D. Minn.). The District Court granted summary judgment for the Commission and 

against Crawford. The District Court found that Crawford violated Section 15(a) of the Securities 

Exchange Act of 1934 (the "Exchange Act") by acting as an unregistered broker-dealer in 

soliciting and selling stock in Bixby Energy Systems ("Bixby"), a purported "clean-energy" 

company that ended up being one of the largest frauds in Minnesota history in which investors lost 

more than $56 million. The District Court permanently enjoined Crawford from future violations 

of Section 15(a). 

The District Court found that the record "easily" established that Crawford and his entity, 

Crawford Capital Corp. ("CCC"), were acting as unregistered brokers in violation of Section 15(a) 

of the Exchange Act. Exh. 7 at 10.1 The District Court found that Crawford "received transaction-

based commissions summing up to at least $240,000, signifying the large volumes that his clients 

invested in Bixby." Id. The District Court also found that Crawford's and CCC's "pattern of 

behavior was not an isolated incident, but rather was integral to their entire business model, which 

persuades the Court that the behavior is reasonably likely to recur." Id. at 16. The District Court 

noted that Crawford had been previously disciplined for violating the securities laws, which had 

resulted in the suspension of his broker-dealer license. Id. at 16-17. The court further found that 

he did not renew his license after the suspension was lifted. Id. "These facts[,]" the court 

1 All of the exhibits attached hereto were filed in the District Court action, SEC v. Collyard. et al. 
11-cv-3656 (D. Minn.). The Division respectfully requests that this Court take official notice of these 
exhibits pursuant to Rule 323 of the Commission's Rules of Practice. 



: 

concluded, "support the conclusion that Crawford may continue to flout the securities laws in his 

continued role as CCC's owner." Id. 

Crawford had a full and fair opportunity to litigate the issues decided by the District Court. 

He is thus collaterally estopped from re-litigating the issues in this proceeding. The findings of the 

District Court establish that the public interest would best be served by permanently barring 

Crawford from the securities industry. 

II. STATEMENT OF FACTS 

A. The Commission's Civil Action Against Respondent Crawford 

On December 21, 2011, the Commission filed a civil injunction against Crawford, CCC, 

and others in the U.S. District Court for the District of Minnesota in SEC v. Collyard, et al., 11-cv-

3656 (D. Minn.). See Exh. 1. The Complaint alleged that Crawford and CCC violated Section 

15(a) of the Exchange Act by acting as unregistered brokers in connection with the offer and sale 

of the securities of Bixby. Id. at ~if 3-5, 28, 33, 39-40.2 The Complaint alleged that from 

approximately February 2004 to November 2006, Crawford and CCC sold more than $2 million of 

Bixby securities to at least 50 investors. Id. at iI 33. In return, Crawford and CCC were paid at 

least $240,000 in transaction-based, cash commissions and warrants to purchase at least 36,000 

shares of Bixby common stock. Id. 

The Commission also alleged that seven other defendants violated Section 15(a) of the 

Exchange Act by acting at unregistered brokers in connection with the offer and sale of Bixby 

2 On August 30, 2012, the Commission filed an Amended Complaint that added allegations only 
against Crawford's co-defendants. See Exh. 2. The allegations against Crawford and CCC are identical 
to the original Complaint. Therefore only the original Complaint is discussed herein. 
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stock. See id. at ~~ 3-5, 27-37, 39-40. Five of those seven defendants settled with the 

Commission. See SEC v. Collyard, et al. Docket Nos. 99, 110, 114, 150.3 

B. Summary Judgment and the Permanent Injunction Against Respondent 
Crawford 

The Commission moved for summary judgment against Crawford and his entity. See Exh. 

3. In support of its summary judgment motion against Crawford, the Commission submitted his 

testimony transcript, deposition transcripts of certain investors, and additional documentary 

evidence. See Exh. 4. Crawford and CCC filed a brief in opposition, and the Commission filed a 

reply brief. See Exh. 5-6. 

On December 9, 2015, the District Court granted the Commission's motion for summary 

judgment. In her opinion, Judge Ericksen concluded that "[ v ]iewed as a whole and in the light 

most favorable to him, the undisputed facts could only support a finding by a reasonable factfinder 

that Crawford violated Section 15(a) by acting as a broker in connection with the offer and sale of 

Bixby securities." Exh. 7 at I 0-11. Judge Ericksen reasoned: 

The undisputed facts establish that Crawford was not a Bixby employee and that he 
and CCC received transaction-based commissions summing up to at least $240,000, 
signifying the large volumes that his clients invested in Bixby. Crawford 
maintained a list of investor clients, and he actively solicited these clients to invest 
or reinvest in Bixby and other issuers. In doing so, he frequently offered optimistic 
assessments of the issuer and potential returns on an investment, and on occasion 
even provided tax advice and offered to arrange for a credit line for clients. He also 
interposed himself as an intermediary between the clients and Bixby at key points 
of the transaction, including at times handling client funds. Further, he at times 
assisted clients in filling out the Bixby subscription agreements, accepted the 
clients' investment checks and sent them to Bixby, and sent regular informational 
updates about Bixby along with solicitations for the clients to invest further in 

3 On April 6, 2015, the District Court granted summary judgment for the Commission and against 
unregistered broker Defendant Gary A. Collyard. SEC v. Collyard. et al., Docket No. 149. On December 
9, 2015, the District Court also granted summary judgment for the Commission and against unregistered 
broker Collyard Group LLC. See Exhs. 7, 8. 
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Bixby stock. In addition, a CCC client testified that Crawford offered to negotiate 
special prices for his clients to purchase more stock through warrant exercises. 

Id. at 10. Judge Ericksen also found that summary judgment was appropriate against Crawford's 

entity, CCC, which Crawford solely owned and operated during the relevant time. Id. at 11. 

On December 9, 2015 and January 28, 2016, judgments were entered against Crawford 

permanently enjoining him from violating Section 1 S(a) of the Exchange Act, and ordering 

disgorgement of $240,000, together with prejudgment interest in the amount of $128,692.22. See 

Exh. 8 and 9.4 In the course of ordering a permanent injunction, Judge Ericksen found, among 

other things, that Crawford's conduct in violating the securities laws was reckless and not an 

isolated incident, he continues to contest liability, and it appeared reasonably likely that Crawford 

will continue to violate the securities laws in the future. See Exh. 7 at 12, 16-17. 

C. The Division's Order Instituting Proceedings 

This proceeding was instituted on January 11, 2016, by an Order Instituting Administrative 

Proceedings Pursuant to Section 1 S(b) of the Securities Exchange Act of 1934, and Notice of 

Hearing ("OIP"). The OIP is predicated on the District Court's imposition of a permanent 

injunction, as well as its findings against Crawford and the entry of summary judgment against 

him. Crawford filed an Answer on February 1, 2016. 

Ill. ARGUMENT 

The standard for granting motions for summary disposition under the Commission's Rules 

of Practice (Section A, below), the doctrine of collateral estoppel (Section B), and public interest 

considerations (Section C), collectively compel the granting of the Division's motion and barring 

Crawford from the securities industry. 

4 
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A. Summary Disposition Standard 

Summary disposition under Rule 250 is properly analogized to summary judgment under 

Federal Rule of Civil Procedure 56. Summary adjudication is appropriate when there is no 

genuine issue as to any material fact and the moving party is entitled to a judgment as a matter of 

law. See, e.g., Anderson v. Liberty Lobby, Inc., 477 U.S. 242, 247-48 (1986); Celotex Corp. v. 

Catrett, 477 U.S. 317, 322-23 (1986). In this regard, a factual dispute between the parties will not 

defeat a motion for summary disposition unless it is both genuine and material. See, e.g., In the 

Matter of Roger M. Detrano, Initial Dec. Rel. No. 242, 2003 WL 22867443 (Dec. 4, 2003). 

B. Collateral Estoppel Prevents Re-litigation of Issues and the Court's Findings 

The Commission has consistently upheld the use of the summary disposition procedure in 

cases in which the respondent has been enjoined by the federal court in the course of granting 

summary judgment to the Commission. The Commission rejects attempts to re-litigate a District 

Court's findings of fact and conclusions of law before an ALJ. For example, in In the Matter of 

Daniel Imperato, Exchange Act Rel. No. 74596, 2015 WL 1389046, at *4 (Mar. 27, 2015), the 

respondent argued to the Commission that he did not act as a broker in the securities transactions at 

issue. The Commission appropriately found that this was "nothing more than an attempt to 

relitigate the district court's determination, upheld by the Eleventh Circuit, that [respondent] acted 

as an unregistered broker in violation of Exchange Act Section 15(a)," and that "the doctrine of 

collateral estoppel precludes [respondent] from attacking in this proceeding the injunction and 

factual and procedural issues actually litigated and necessary to the district court's decision." 

4 Crawford has appealed this final judgment to the U.S. Court of Appeals for the Eighth Circuit. 
See SEC v. Collyard, et al., Docket No. 195. 
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Along the same lines, in In the Matter of Gary M. Kornman the Commission stated in no uncertain 

terms: 

We have repeatedly upheld the use of summary disposition by a law judge in cases 
... where the respondent has been enjoined or convicted of an offense listed in 
Exchange Act Section 15(b) and Advisers Act Section 203, the sole determination 
is the proper sanction, and no material fact is genuinely disputed. 

Exchange Act Rel. No. 59403, 2009 WL 367635, at* 10 (Feb. 13, 2009). 

Following these principles, ALJs routinely and appropriately rely on collateral estoppel to 

prevent re-litigation of issues decided on summary judgment by a district court. See, e.g., In the 

Matter of Siming Yang, Initial Dec. Rel. No. 788, 2015 WL 2088468, at *2 (May 6, 2015) ("It is 

well established that the Commission does not permit a respondent to relitigate issues that were 

addressed in a previous civil proceeding against the respondent, whether resolved after a trial, by 

consent, or by summary judgment.") (citing cases); In the Matter of Daniel J. Gallagher, Initial 

Dec. Rel. No. 644, 2014 SEC LEXIS 2736, at *4 n.2 (July 31, 2014) (same); In the Matter of Jerry 

W. Anderson and Robert M. Kerns, Initial Dec. Rel. No. 166, 2000 SEC Lexis 1092, at *3 n.2 

(May 31, 2000) ("When as here, an administrative proceeding is based on the entry of a district 

court injunction, Respondents may not re litigate in the administrative proceeding any portion of the 

underlying district court case, including any findings of fact or legal conclusions made by the 

district court."). 

Here, based upon the district court's findings and entry of summary judgment, summary 

adjudication is warranted in this court, since the district court found that Crawford violated Section 

15(a) of the Exchange Act by acting as an unregistered broker, and the court permanently enjoined 

him from future violations of Section 15(a). Therefore, the only remaining issue is what 

6 



administrative sanctions are appropriate. 5 As discussed below, the public interest would best be 

served by barring Crawford from the securities industry. 

C. The Public Interest Requires an Industry Bar 

Section l S(b) of the Exchange Act empowers the Commission to order a wide range of 

administrative sanctions against those associated with, or seeking to become associated with, a 

broker or dealer, if the Commission determines that the person has been enjoined from violating 

the Exchange Act and rules, and that any such remedy is in the public interest. 6 

The test of what sanctions are in the public interest derives from the opinion of the Court in 

Steadman v. SEC, 603 F.2d. 1126 (5th Cir. 1979), and includes the following elements: 

1. The egregiousness of the defendant's actions; 

2. The isolated or recurrent nature of the infraction; 

3. The degree of scienter involved; 

4. The sincerity of the defendant's assurances against future violations; 

5. The defendants' recognition of the wrongful nature of his conduct; and 

6. The likelihood that the defendant's occupation will present opportunities for 
future violations. 

5 Crawford's pending appeal to the U.S. Court of Appeals for the Eighth Circuit is not a defense 
to the imposition of sanctions in this Court. As stated in In the Matter of John W. Lawton, "an appeal is 
no basis for delaying an administrative proceeding." Initial Dec. Rel. No. 419, 2011 SEC LEXIS 1484, at 
*4 (Apr. 29, 2011) (citing cases). Compare Elliott v. SEC, 36 F.3d 86, 87 (11th Cir. 1994) ("Nothing in 
the statute's language prevents a bar [from being] entered if a criminal conviction is on appeal."); Blinder. 
Robinson & Co .. Inc. v. SEC, 837 F.3d 1099, 1104 n.6 (D.C. Cir. 1988) (the pendency of an appeal does 
not diminish the preclusive effect of a final judgment). 

6 The collateral bars from association with a municipal advisor or nationally recognized statistical 
rating organization ("NRSRO") were added by the Dodd-Frank Wall Street Reform and Consumer 
Protection Act ("Dodd-Frank"), signed into law on July 21, 2010. Since Crawford's conduct arguably 
predated the effective date of Dodd-Frank, the Division is not seeking a collateral bar from association 
with a municipal advisor or NRSRO. See Koch v. SEC, 793 F.3d 147, 158 (D.C. Cir. 2015) (finding that 
such bars based exclusively on pre-Dodd Frank conduct are impermissibly retroactive). 

7 



Id. at 1140 (citing SEC v. Blatt, 583 F.2d 1325, 1334, n. 29 (5th Cir. 1978)). As the Commission 

has previously stated, "[w]hen considering whether an administrative sanction serves the public 

interest, we consider the factors identified in Steadman v. SEC .... " In the Matter of Garv M. 

Kornman, Exchange Act Rel. No. 59403, 2009 WL 367635, at *6 (Feb. 13, 2009). The inquiry is a 

flexible one, with no one factor being dispositive. Id. The Commission also considers the age of 

the violation, the degree of harm to investors and the marketplace resulting from the violation, and 

the deterrent effect of administrative sanctions. See. e.g., In the Matter of Daniel Imperato, Initial 

Dec. Rel. 628, 2014 WL 3048126, at *7 (J. Elliot, July 7, 2014). Industry bars have long been 

considered effective deterrence. Id. 

A federal court's imposition of a permanent injunction in an SEC enforcement action 

suggests that the public interest would best be served by barring the enjoined party from the 

securities industry. But here the Division is not relying exclusively on the imposition of a 

permanent injunction. Rather, the Division's motion is also predicated on critical findings that the 

court made in the course of imposing a permanent injunction - findings that establish the need for 

a bar in furtherance of the public interest. 

Judge Ericksen found that Crawford's violations of the securities laws were not an isolated 

incident, but rather integral to his business model so that over a period of years, Crawford elicited 

over $2 million of failed Bixby investments from his clients. See Exh. 7 at 16. The Judge 

determined that Crawford's violations were recurrent, as he was previously disciplined for 

violating the securities laws, resulting in the suspension of his broker-dealer license (which he 

8 
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never renewed). See id. at 16-17. 7 Judge Ericksen also found that Crawford continues to contest 

liability and insists that his actions are permitted under Section 15, supporting the inference that he 

may continue to violate Section 15 unless enjoined. See Exh. 7 at 17. Additionally, Judge 

Erickson found that Crawford's misdeeds were not the result of mere negligence. Rather, the 

District Court found that Crawford acted recklessly in the course of violating Section 15(a): 

[Crawford] was at least reckless in failing to renew his license when he continued 
in the business of soliciting investors for early-stage companies, accepting a 
commission on those investments, and engaging in other activities typical of 
brokers. In fact, the SEC points to evidence that Crawford was aware of "securities 
issues" related to his agreement with Bixby, which supports an inference that 
Crawford knew he was violating the securities laws. Crawford cites nothing in the 
record to create a genuine dispute over this evidence. 

Id. at 12 (citations omitted). Each and every one of these findings maps to a Steadman factor. 

Finally, the district court squarely considered arguably the most critical Steadman factor: 

the likelihood that the defendant's occupation will present opportunities for future violations. As 

Judge Erickson stated in no uncertain terms after noting Crawford's history, business model, and 

testimony: "[T]he facts support the conclusion that Crawford may continue to flout the securities 

laws in his continued role as CCC's owner." Id. at 17. Judge Ericksen concluded: 

In sum, it appears reasonably likely that Crawford and CCC will violate the 
securities laws in the future, and a permanent injunction is therefore appropriate and 
necessary to prevent the likelihood that they will otherwise violate Section 15(a) 
agam. 

These findings by the District Court, which Crawford cannot contest here, establish that his 

violations were egregious and caused investors to lose over $2 million in the Bixby fraud; that his 

7 See. e.g., In the Matter ofTzemach David Netzer Korem, Exchange Act Rel. No. 70044, 2013 
SEC LEXIS 2155, at *23 n.50 (July 26, 2013) ("[T]he existence of a violation raises an inference that it 
will be repeated.") (quoting Geiger v. SEC, 363 F.3d 481, 489 (D.C. Cir. 2004)). 
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violations were repeated; that he acted recklessly; and that his occupation will present ample 

opportunities for future violations. Further, Crawford continues to contest liability and has not 

recognized the wrongful nature of his conduct. He has provided no assurances against future 

violations; to the contrary, Crawford claims that he should be free to continue his business 

unfettered. See id. In fact, Crawford continued to act as an unregistered broker even after the 

filing of the Commission's civil action. See id. at 16. Indeed, CCC's website and recent 

correspondence from Crawford to investors suggests that he continues to act as an unregistered 

broker. See Exh. 4 at Internal Exhs. 4 (Doc. 166-1, pg. 44-46), 43-45 (Doc. 166-3, pg. 56-66). 

Such circumstances compel the imposition of a permanent industry bar. See, e.g., In the 

Matter of Kenneth C. Meissner, Initial Dec. Rel. No. 850, 2015 WL 4624707, *15 (J. Elliot, Aug. 

4, 2015) (imposing permanent industry bar for violation of Section 15(b)); In the Matter of 

Centreinvest, Inc., Initial Dec. Rel. No. 387, 2009 WL 2751141, *13 (Aug. 31, 2009) (same). 

IV. CONCLUSION 

For these reasons, the Division respectfully requests that Respondent Crawford be 

permanently barred from associating with any broker, dealer, investment adviser, municipal 

securities dealer, or transfer agent. 

Dated: February 26, 2016 R~ysubm~ ~ 

~<~ 
Timothy J. Stockwell (D.C. Bar No. 484238) 
Division of Enforcement 
U.S. Securities and Exchange Commission 
175 West Jackson Blvd, Suite 900 
Chicago, IL 60604 
Phone: 312-596-6049 
Fax: 312-353-7398 
Email: stockwellt@sec.gov 
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