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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.
11-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." 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

! 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.

IL 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 §f 3-5, 28, 33, 39-40.> 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 § 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.}

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 10-11. 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 15(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.* 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 15(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.

III. 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.



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. Kemns, 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 relitigate 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



administrative sanctions are appropriate.’ 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 15(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.®

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:

The egregiousness of the defendant’s actions;

The isolated or recurrent nature of the infraction;

The degree of scienter involved;

The sincerity of the defendant’s assurances against future violations;

The defendants’ recognition of the wrongful nature of his conduct; and

AN AN A

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

3 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).

® 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).
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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 Gary M.

Kornman, Exchange Act Rel. No. 59403, 2009 WL 367635, at *6 (Feb. 13,2009). The inquiryis a
flexible one, with no one factor being dispositive. [d. 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

never renewed). See id. at 16-17.” 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)
again.

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 of Tzemach 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)).
9




*d

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

Centrelnvest, 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 Respectfully submitted:

Z = -
Jofiathan S. Polish

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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RECEIVED
UNITED STATES DISTRICT COURT e
FOR THE DISTRICT OF MINNESOTA FEB 2 9 2016

OFFICE OF THE SECRETARY |

UNITED STATES SECURITIES
AND EXCHANGE COMMISSION,

Plaintiff,
V. . Civil Action No.

GARY A. COLLYARD, COLLYARD
GROUP, LLC, PAUL D. CRAWFORD,
CRAWFORD CAPITAL CORP., RONALD
MUSICH, JOSHUA J. SINGER, MICHAEL
B. SPADINO, MARKETING CONCEPTS,
INC., AND CHRISTOPHER C. WEIDES,

Defendants.

COMPLAINT

Plaintiff, the United States Securities and Exchange Commission (“Commission™), for its
Complaint against Gary A. Collyard (“Collyard™), Collyard Group, LLC, Paul D. Crawford
(*“Crawford™), Crawford Capital Corp., Ronald Musich (“Musich™), Joshua J. Singer (“Singer”),
Michael B. Spadino (“Spadino™), Marketing Concepts, Inc., and Christopher C. Weides

(“Weides™) (collectively, “Defendants™) alleges as follows:
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SUMMARY OF THE ACTION

1. The Commission brings this action to enjoin Defendants from acting as
unregistered broker-dealers in violation of the broker-dealer registration provisions of the federal
securities laws.

2. From at least 2001 to 2010, Bixby Energy Systems, Inc. (“Bixby”) raised over
$43 million from approximately 1800 investors through a series of purported private placement
offerings and the sale of promissory notes. At least half of these funds were raised through a
large network of unregistered brokers, or so-called “finders” and “consultants.”

3. From 2001 to 2010, the Defendants and Dennis DeSender (“DeSender”), Bixby’s
former Chief Financial Officer, sold over $21.7 million in Bixby securities to at least 560
investors. As compensation for their sale of Bixby securities, the Defendants and DeSender were
paid a total of at least $4.9 million in transaction-based cash commissions. In addition, they also
received warrants to purchase over 900,000 shares of Bixby common stock.

4. During the relevant period, Defendants were not registered as broker-dealers or
associated with registered broker-dealers. As a result, investors who purchased Bixby shares
through the Defendants were deprived of the protections afforded by the registration and
regulation of broker-dealers under the federal securities laws.

5. As a result of their conduct, the Defendants violated Section 15(a) of the
Securities Exchange Act of 1934 (“Exchange Act”) [15 U.S.C. §780(a)].

6. The Commission seeks permanent injunctions against the Defendants to enjoin
them from any future violations of Section 15(a) of the Exchange Act [15 U.S.C. § 780(a)]. The
Commission further seeks an order requiring the Defendants to pay disgorgement, plus
prejudgment interest, of all ill-gotten gains they received and civil penalties pursuant to Section

21(d) of the Exchange Act [15 U.S.C. §78u(d)].
2
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7. In a related action filed on December 21, 2011, in the United States District Court
for the District of Minnesota, the Commission alleged that Robert A. Walker, Bixby’s founder
and former Chief Executive Officer, and DeSender, violated the antifraud and securities offering
registration provisions of the federal securities laws in connection with their offer and sale of
Bixby securities. In addition, the Commission alleged that DeSender acted as an unregistered
broker in violation of Section 15(a) of the Exchange Act [15 U.S.C. § 780(a)] and Walker aided
and abetted violations of Section 15(a) of the Exchange Act.

JURISDICTION AND VENUE

8. The Court has jurisdiction over this action pursuant to Sections 21(d), 21(e) and
27 of the Exchange Act [15 U.S.C. §§78u(d), 78u(e) and 78aa]. The Defendants, directly and
indirectly, have made use of the means and instrumentalities of interstate commerce, the means
and instruments of transportation and communication in interstate commerce, and the mails, in
connection with the acts, transactions, practices, and courses of business alleged herein.

9. Venue is proper in this Court pursuant to Section 27 of the Exchange Act [15
U.S.C. §78aa]. The acts, transactions, practices, and courses of business constituting the
violations alleged herein occurred within the jurisdiction of the United States District Court for
the District of Minnesota and elsewhere.

DEFENDANTS

10.  Gary A. Collyard, age 61, resides in Delano, Minnesota. Collyard pled guilty to
misdemeanor tax fraud in 1998. In August 2011, he was charged by the State of Minnesota with
five counts of felony tax fraud. During the relevant period, he was not registered as a broker or
associated with a registered broker-dealer. Collyard twice failed to appear for testimony pursuant to

a Commission investigative subpoena.
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11.  The Collyard Group, LLC is a Minnesota limited liability company owned and

controlled by Collyard, with its principal place of business in Minnetonka, Minnesota. The
Collyard Group, LLC has never been a registered broker-dealer. In a 2006 filing with the
Commission, Bixby identified the Collyard Group LLC as an entity that “has been or will be
paid or given, directly or indirectly, any commission or similar remuneration for solicitation of
purchasers in connection with sales of securities in the offering.”

12.  Paul D. Crawford, age 75, resides in Spring Lake Park, Minnesota. Crawford was

associated with registered broker-dealers from 1986 to 1996, and held Series 1 and 63 licenses. He
was last associated with a registered broker-dealer, Askar Corp., in 1996. In 1997, he was censured
by the NASD and placed on a two-year suspension for selling securities in an unregistered offering.
During the relevant period, he was not registered as a broker or associated with a registered broker-
dealer. He is currently employed at Crawford Capital Corp. Crawford refused to provide
documents relating to Crawford Capital Corp.’s current capital raising activities, as required by a
Commission investigate subpoena.

13.  Crawford Capital Corp. is a Minnesota corporation owned and controlled by
Crawford, with its principal place of business in Minneapolis, Minnesota. According to its website,
the company assists early stage businesses in raising capital through “a network of Angel investors
and small venture capital firms.” Crawford Capital Corp. has never been a registered broker-dealer.
In a 2006 filing with the Commission, Bixby identified Crawford Capital Corp. as an entity that
“has been or will be paid or given, directly or indirectly, any commission or similar remuneration
for solicitation of purchasers in connection with sales of securities in the offering.” Crawford

Capital Corp. is currently in the business of raising capital for other companies.
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14.  Ronald S. Musich, age 62, resides in Hamel, Minnesota. During the relevant

period, Musich was not registered as a broker or associated with a registered broker-dealer. Musich
is a part-owner of Rocket Capital Management, LLC, a state-registered investment advisory firm.
Rocket Capital Management is the investment adviser to Rocket Capital Partners, LP, a hedge fund
that invested at least $48,000 in Bixby.

15. Joshua J. Singer, age 30, resides in Lino Lakes, Minnesota. During the relevant
period, he was not registered as a broker or associated with a registered broker-dealer. Singer
asserted his Fifth Amendment right against self-incrimination and refused to provide testimony in
response to a Commission investigative subpoena.

16. Michael B. Spadino, age 47, resides in St. Paul, Minnesota. Spadino was
associated with registered broker-dealers from 1993 to 1997, and held Series 6 and 63 licenses.
During the relevant period, he was not registered as a broker or associated with a registered broker-
dealer. Spadino asserted his Fifth Amendment right against self-incrimination and refused to
provide testimony in response to a Commission investigative subpoena.

17.  Marketing Concepts, Inc. is a Minnesota corporation owned and controlled by
Spadino, with its principal place of business in Woodbury, Minnesota. Marketing Concepts, Inc.
has never been a registered broker-dealer.

18. Christopher Weides, age 57, resides in Elk River, Minnesota. Weides was
associated with registered broker-dealers from 1984 to 1989, and held Series 7 and 63 licenses.
During the relevant period, he was not registered as a broker or associated with a registered broker-
dealer. Weides asserted his Fifth Amendment right against self-incrimination and refused to

provide testimony in response to a Commission investigative subpoena.
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RELATED ENTITY AND INDIVIDUAL

19.  Bixby Energy Systems, Inc. is a privately held Delaware corporation with its
principal place of business in Ramsey, Minnesota. The company is engaged in the business of
manufacturing and marketing alternative energy technologies and related products. The company
filed Forms D, Notice of Exempt Offering of Securities, with the Commission in September
2006 and November 2007. Bixby has never been registered with the Commission in any
capacity and has never registered any offering of securities. On December 14, 2011, the Office
of the United States Attorney for the District of Minnesota announced that it had entered into a
Deferred Prosecution Agreement with Bixby. in the Deferred Prosecution Agreement, Bixby
admits, among other things, that from at least 2006 through May 2011, two of its officers —
DeSender and an unidentified individual — in connection with the offer and sale of Bixby
securities, made numerous material false statements, false representations, and omissions about
Bixby’s business and the prospects of conducting an initial public offering of Bixby’s shares.

20. Dennis L. DeSender, age 64, resides in Minneapolis, Minnesota. DeSender was
associated with Bixby from 2001 to May 2011, and served variously as Chief Financial Officer,
Chief Operating Officer, and an independent financial consultant to the company. At all times, he
was employed as an independent contractor rather than an employee of Bixby. During the relevant
period, DeSender was not registered as a broker or associated with a registered broker-dealer.
DeSender was convicted for bank fraud in 1998. In March 2011, DeSender pled guilty to one count
of tax fraud. In September 2011, he pled guilty to one count of securities fraud in connection with
the offer and sale of Bixby securities. On December 1, 2011, DeSender was arrested for soliciting

investors for another issuer in violation of his plea agreement.
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FACTS

The Bixby Offerings

21.  From 2001 to 2010, Bixby raised at least $43 million from over 1800 investors
through a series of private placement offerings of stocks, warrants, and promissory notes. The
stocks, warrants, and promissory notes issued by Bixby are securities.

22.  Bixby used unregistered persons to offer and sell its securities. In several Bixby
private placement memoranda (“PPMs”), Bixby disclosed that up to 10% of the money raised in
the private placement may be used to pay commissions to “placement agents” who “assist in the
placement of the Shares.” The PPMS‘ further disclosed that the company could additionally pay
placement agents warrants to purchase up to 10% of the number of common shares of Bixby
stock that they were responsible for having placed.

23.  In aForm D, Notice of Sale of Securities Pursuant to Regulation D, Section 4(6),
and/or Uniform Limited Offering Exemption, filed with the Commission on September 12, 2006,
Bixby identified the Collyard Group, LLC and Crawford Capital Corp. as entities that have been
or will be paid commission or similar remuneration for solicitation of purchasers in connection
with the sale of securities.

24.  In 2006, Bixby’s audit committee oversaw an internal forensic accounting
investigation of the company. As a result of this investigation, Bixby received in December
2006 a draft report of investigation that informed the company that the payment of commissions,
or so-called “finder’s fees,” to unregistered persons and employees violated the securities laws.

25.  Inits PPM Supplement dated October 16, 2006, Bixby acknowledged that if “the
finders to whom we have paid finder’s fees are found to have been acting as unregistered broker-

dealers in violation of the Securities and Exchange Act of 1934 [sic] and/or state securities laws,
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we may [be] subject to consequences that could have an adverse impact on our financial
position.” In several subsequent Bixby PPMs, Bixby disclosed that its payments to unregistered
placement agents could give purchasers the right of rescission and thus have a material adverse
effect on the company’s financial position. Notably, however, Bixby never disclosed the 2006
draft report of investigation.

26.  Notwithstanding the foregoing, Bixby continued the practice of paying
commissions to unregistered persons and entities until at least 2010.

Defendants Acted as Unregistered Brokers

27.  Section 15(a)(1) of the Exchange Act prohibits a broker or dealer from using the
mails or any means or instrumentality of interstate commerce to effect any transaction in, or to
induce or attempt to induce the purchase or sale of, any security unless the broker or dealer is
registered with the Commission. Section 3(a)(4) of the Exchange Act defines a “broker” as any
person who is engaged in the business of effecting transactions in securities for the account of
others.

28.  From 2001 to 2010, the Defendants and DeSender collectively sold over $21.7
million in Bixby securities to at least 560 investors. Defendants and DeSender each solicited
investors in Minnesota and other states, and each accepted transaction-based cash commissions
ranging from at least $100,000 to more than $3.6 million. As compensation for their sale of
Bixby securities, the Defendants and DeSender were paid a total of at least $4.9 million in
transaction-based cash commissions. In addition, they also received warrants to purchase at least
900,000 shares of Bixby common stock.

29. From approximately 2004 to Augusf 2006, the Collyard Group LLC, Collyard, and

Musich sold over $3.1 million in Bixby securities to more than 120 investors. Among other things,
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they solicited investors, handled investor funds, and fielded investor inquiries regarding Bixby. As
compensation for their sale of Bixby securities, Bixby paid Collyard and the Collyard Group
commissions of at least $420,000 in cash and warrants to purchase at least 340,000 shares of Bixby
common stock.

30.  During this time, Musich sold Bixby securities in partnership with Collyard and the
Collyard Group, and he received approximately half of the commissions paid to Collyard Group,
LLC.

31.  Inaddition, after 2006, Bixby separately paid Collyard and the Collyard Group
commissions of at least $160,000 in cash for the sale of Bixby securities.

32.  In2007 and 2008, Bixby separately paid Musich commissions of at least $100,000
in cash for the sale of Bixby securities. ‘

33.  From approximately February 2004 to November 2006, Crawford and Crawford
Capital Corp. sold over $2 million in Bixby securities to approximately 50 investors. Among other
things, they solicited investors, handled investor funds, and fielded investor inquiries regarding
Bixby. As compensation for their sale of Bixby securities, Bixby paid them commissions of at least
$240,000 in cash and warrants to purchase at least 36,000 shares of Bixby common stock.

34.  From approximately August 2007 to November 2009, Singer sold over $1.2 million
in Bixby securities to approximately 20 investors. Among other things, he solicited investors,
handled investor funds, and fielded investor inquiries regarding Bixby. As compensation for his
sale of Bixby securities, Bixby paid him commissions of at least $107,000 in cash.

35.  From approximately November 2007 to December 2008, Spadino and Marketing
Concepts, Inc. sold over $1.5 million in Bixby securities to over 50 investors. Among other things,

they solicited investors and fielded investor inquiries regarding Bixby. As compensation for their
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sale of Bixby securities, Bixby paid them commissions of at least $160,000 in cash and warrants to
purchase at least 54,500 shares of Bixby of common stock.

36.  From 2003 to 2006, Weides sold over $1.9 million in Bixby securities to at least 28
investors. Among other things, he solicited investors, handled investor funds, and fielded investor
inquiries regarding Bixby. As compensation for his sale of Bixby securities, Bixby paid him
commissions of at least $177,000 in cash commissions.

37. In or around 2010, Weides also acted as an intermediary in the sale of Bixby
securities in several secondary market transactions. Specifically, he contacted several Bixby
investors to solicit their interest in selling their Bixby shares and coordinated the transfer of
ownership of Bixby securities to new purchasers.

COUNTI

Violations of Section 15(a) of the Exchange Act
[15 US.C. §780(a)]

38.  Paragraphs 1 through 37 above are realleged and incorporated herein by
reference.

39.  The Defendants have, by engaging in the conduct set forth above, while acting as
a broker or dealer, effected transactions in, and induced and attempted to induce the purchase or
sale of, securities when they were not registered with the Commission as a broker or dealer or
associated with an entity registered with the Commission as a broker or dealer.

40. By reason of the foregoing, the Defendants have violated, and unless restrained

and enjoined will continue to violate, Section 15(a) of the Exchange Act [15 U.S.C. § 780(a)].

10
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RELIEF REQUESTED

WHEREFORE, the Commission respectfully requests that this Court:
I
Find that the Defendants committed the violations alleged herein and find that, as a result
of these violations, the Defendants received ill-gotten gains.

1L

Issue an Order of Permanent Injunction, in a form consistent with Rule 65(d) of the
Federal Rules of Civil Procedure, restraining and enjoining the Defendants, their officers, agents,
servants, employees, attorneys, and all persons in active concert or participation with them, and
each of them, from violating Section 15(a) of the Exchange Act [15 U.S.C. § 780(a)].

IIL

Order the Defendants to disgorge their ill-gotten gains, derived directly or indirectly from

the misconduct alleged, together with prejudgment interest thereon.
Iv.

Order the Defendants to pay the Commission civil penalties pursuant to Section 21(d) of
the Exchange Act [15 U.S.C. §78u(d)].

V.

Retain jurisdiction of this action in order to implement and carry out the terms of all
orders and decrees that may be entered or to entertain any suitable application or motion for
additional relief within the jurisdiction of this Court.

VI

Grant such other and further relief as the Court deems just and appropriate.

11
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JURY TRIAL DEMAND

The Commission requests a trial by jury.

Dated: December 21, 2011

12

Respectfully submitted,

s/ Thu B. Ta

Thu B. Ta

Gregory von Schaumburg

Charles J. Kerstetter

Attorneys for Plaintiff

U.S. Securities and Exchange Commission
Chicago Regional Office

175 West Jackson Blvd., Suite 900
Chicago, Illinois 60604

T. 312-353-7390

F. 312-353-7398

tat@sec.gov
vonschaumburgg@sec.gov
kerstetterc@sec.gov

James Alexander

Assistant United States Attorney
District of Minnesota

600 U.S. Courthouse

300 South Fourth Street
Minneapolis, Minnesota 55415
T. 612-664-5600

F. 612-664-5788

Local Counsel
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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF MINNESOTA

UNITED STATES SECURITIES
AND EXCHANGE COMMISSION,

Plaintiff,
V. : Civil Action No. 11-cv-3656 (JNE/JJK)

GARY A. COLLYARD, COLLYARD
GROUP, LLC, PAUL D. CRAWFORD,
CRAWFORD CAPITAL CORP., RONALD :
MUSICH, JOSHUA J. SINGER, MICHAEL :
B. SPADINO, MARKETING CONCEPTS,
INC., AND CHRISTOPHER C. WEIDES,

Defendants.

AMENDED COMPLAINT
Plaintiff, the United States Securities and Exchange Commission (“Commission”), for its
Complaint against Gary A. Collyard (“Collyard”), Collyard Group, LLC (“Collyard Group”),
Paul D. Crawford (“Crawford”), Crawford Capital Corp., Ronald Musich (“Musich”), Joshua J.
Singer (“Singer”), Michael B. Spadino (“Spadino”), Marketing Concepts, Inc., and Christopher

C. Weides (“Weides”) (collectively, “Defendants”) alleges as follows:
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SUMMARY OF THE ACTION

1. The Commission brings this action to enjoin all Defendants from acting as
unregistered broker-dealers in violation of the broker-dealer registration provisions of the federal
securities laws. The Commission further seeks to enjoin Defendants Collyard and the Collyard
Group from engaging in the fraudulent offer and sale of securities in violation of the antifraud
provisions of the federal securities laws.

2. From at least 2001 to 2010, Bixby Energy Systems, Inc. (“Bixby”) raised over
$43 million from approximately 1800 investors through a series of purported private placement
offerings and the sale of promissory notes. At least half of these funds were raised through a
large network of unregistered brokers, or so-called “finders” and “consultants.”

3. From 2001 to 2010, the Defendants and Dennis DeSender (“DeSender”), Bixby’s
former Chief Financial Officer, sold over $21.7 million in Bixby securities to at least 560 .
investors. As compensation for their sale of Bixby securities, the Defendants and DeSender were
paid a total of at least $4.9 million in transaction-based cash commissions. In addition, they also
received warrants to purchase over 900,000 shares of Bixby common stock. L

4. During the relevant period, Defendants were not registered as broker-dealers or
associated with registered broker-dealers. As a result, investors who purchased Bixby shares
through the Defendants were deprived of the protections afforded by the registration and
regulation of broker-dealers under the federal securities laws.

5. Furthermore, from at least January 2006 through December 2010, Defendants
Collyard and the Collyard Group sold Bixby securities to investors by means of investor
solicitations that contained materially false and misleading statements or omissions regarding:

.(i) the operational capability of Bixby’s core product — a coal gasification machine; (ii) Bixby’s

prospects for conducting an initial public offering; and (iii) the use of investor proceeds.

2
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6. As a result of their conduct, the Defendants violated Section 15(a) of the
Securities Exchange Act of 1934 (“Exchange Act”) [15 U.S.C. §780(a)]. In addition, Defendants
Collyard and the Collyard Group violated Section 17(a)(2) of the Securities Act of 1933
(“Securities Act™) [15 U.S.C. §77q(a)(2)], Section 10(b) of the Exchange Act [15 U.S.C.
§78j(b)], and Rule 10b-5(b) thereunder [17 C.F.R. §240.10b-5(b)].

7. The Commission seeks permanent injunctions against all Defendants to enjoin
them from any future violations of Section 15(a) of the Exchange Act [15 U.S.C. §780(a)]. The
Commission also seeks permanent injunctions against Defendants Collyard and the Collyard
Group to enjoin them from future violations of Section 17(a)(2) of the Securities Act [15 U.S.C.
§77q(a)(2)], Section 10(b) of the Exchange Act [15 U.S.C. §78j(b)], and Rule 10b-5(b)
thereunder [17 C.F.R. §240.10b-5(b)].

8. The Commission further seeks an order requiring the Defendants to pay
disgorgement, plus prejudgment interest, of all ill-gotten gains they received and civil penalties
pursuant to Section 21(d) of the Exchange Act [15 U.S.C. §78u(d)] and, additionally with respect
to Defendants Collyard and the Collyard Group, Section 20(d) of the Securities Act [15 U.S.C.
§77t(d)].

9. In a related action filed on December 21, 2011, in the United States District Court
for the District of Minnesota, the Commission alleged that Robert A. Walker, Bixby’s founder
and former Chief Executive Officer, and DeSender, violated the antifraud and securities offering
registration provisions of the federal securities laws in connection with their offer and sale of
Bixby securities. In addition, the Commission alleged that DeSender acted as an unregistered
broker in violation of Section 15(a) of the Exchange Act [15 U.S.C. §780(a)] and Walker aided

and abetted violations of Section 15(a) of the Exchange Act.
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JURISDICTION AND VENUE

10.  The Court has jurisdiction over this action pursuant to Sections 20 and 22(a) of
the Securities Act [15 U.S.C. §§77t and 77v(a)] and Sections 21(d), 21(e) and 27 of the
Exchange Act [15 U.S.C. §§78u(d), 78u(e) and 78aa]. The Defendants, directly and indirectly,
have made use of the means and instrumentalities of interstate commerce, the means and
instruments of transportation and communication in interstate commerce, and the mails, in
connection with the acts, transactions, practices, and courses of business alleged herein.

11.  Venue is proper in this Court pursuant to Section 22(2) of the Securities Act [15
U.S.C. §77v(a)] and Section 27 of the Exchange Act [15 U.S.C.§78aa]. The acts, transactions,
practices, and courses of business constituting the violations alleged herein occurred within the

jurisdiction of the United States District Court for the District of Minnesota and elsewhere.

(;W\ DEFENDANTS

12.  Gary A. Collyard, age 61, resides in Delano, Minnesota. During the relevant

period, Collyard was not registered as a broker or associated with a registered broker-dealer.
Collyard twice failed to appear for testimony pursuant to a Commission investigative subpoena. .
Collyard pled guilty to misdemeanor tax fraud in 1998. On or around February 21, 2012, he pled
guilty to five counts of felony tax fraud in an action brought by the State of Minnesota in Minnesota
state court. On or around February 27, 2012, Collyard pled guilty to one count of conspiracy to
commit securities fraud in connection with the offer and sale of Bixby securities and one count of
conspiracy to commit bank fraud. U.S. v. Collyard, 12-cr-58 (D. Minn.)

13.  The Collyard Group is a Minnesota limited liability company owned and

controlled by Collyard, with its principal place of business in Minnetonka, Minnesota. The

Collyard Group has never been a registered broker-dealer. In a 2006 filing with the Commission,
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Bixby identified the Collyard Group as an entity that “has been or will be paid or given, directly
or indirectly, any commission or similar remuneration for solicitation of purchasers in
connection with sales of securities in the offering.”

14.  Paul D. Crawford, age 75, resides in Spring Lake Park, Minnesota. Crawford was
associated with registered broker-dealers from 1986 to 1996, and held Series 1 and 63 licenses. He
was last associated with a registered broker-dealer, Askar Corp., in 1996. In 1997, he was censured
by the NASD and placed on a two-year suspension for selling securities in an unregistered offering.
During the relevant period, he was not registered as a broker or associated with a registered broker-
dealer. He is currently employed at Crawford Capital Corp. Crawford refused to provide
documents relating to Crawford Capital Corp.’s current capital raising activities, as required by a
Commission investigate subpoena.

15.  Crawford Capital Corp. is a Minnesota corporation owned and controlled by

Crawford, with its principal place of business in Minneapolis, Minnesota. According to its website,
the company assists early stage businesses in raising capital through “a network of Angel investors
and small venture capital firms.” Crawford Capital Corp. has never been a registered broker-dealer.
In a 2006 filing with the Commission, Bixby identified Crawford Capital Corp. as an entity that
“has been or will be paid or given, directly or indirectly, any commission or similar remuneration
for solicitation of purchasers in connection with sales of securities in the offering.” Crawford
Capital Corp. is currently in the business of raising capital for other companies.

16.  Ronald S. Musich, age 62, resides in Hamel, Minnesota. During the relevant
period, Musich was not registered as a broker or associated with a registered broker-dealer. Musich

is a part-owner of Rocket Capital Management, LLC, a state-registered investment advisory firm.
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Rocket Capital Management is the investment adviser to Rocket Capital Partners, LP, a hedge fund
that invested at least $48,000 in Bixby.

17.  Joshua J. Singer, age 30, resides in Lino Lakes, Minnesota. During the relevant
period, he was not registered as a broker or associated with a registered broker-dealer. Singer
asserted his Fifth Amendment right against self-incrimination and refused to provide testimony in
response to a Commission investigative subpoena.

18. Michael B. Spadino, age 47, resides in St. Paul, Minnesota. Spadino was
associated with registered broker-dealers from 1993 to 1997, and held Series 6 and 63 licenses.
During the relevant period, he was not registered as a broker or associated with a registered broker-
dealer. Spadino asserted his Fifth Amendment right against self-incrimination and refused to
provide testimony in response to a Commission investigative subpoena.

19.  Marketing Concepts, Inc. is a Minnesota corporation owned and controlled by
Spadino, with its principal place of business in Woodbury, Minnesota. Marketing Concepts, Inc.
has never been a registered broker-dealer.

20. Christopher Weides, age 57, resides in Elk River, Minnesota. Weides was
associated with registered broker-dealers from 1984 to 1989, and held Series 7 and 63 licenses.
During the relevant period, he was not registered as a broker or asgociated with a registered broker-
dealer. Weides asserted his Fifth Amendment right against self-incrimination and refused to
provide testimony in response to a Commission investigative subpoena.

RELATED ENTITY AND INDIVIDUAL

21.  Bixby Energy Systems, Inc. is a privately held Delaware corporation with its
principal place of business in Ramsey, Minnesota. The company is engaged in the business of
manufacturing and marketing alternative energy technologies and related products. The company

filed Forms D, Notice of Exempt Offering of Securities, with the Commission in September
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2006 and November 2007. Bixby has never been registered with the Commission in any
capacity and has never registered any offering of securities. On December 14, 2011, the Office
of the United States Attorney for the District of Minnesota announced that it had entered into a
Deferred Prosecution Agreement with Bixby. In the Deferred Prosecution Agreement, Bixby
admits, among other things, that from at least 2006 through May 2011, two of its officers —
DeSender and an unidentified individual — in connection with the offer and sale of Bixby
securities, made numerous material false statements, false representations, and omissions about
Bixby’s business and the prospects of conducting an initial public offering of Bixby’s shares.

22.  Dennis L. DeSender, age 64, resides in Minneapolis, Minnesota. DeSender was
associated with Bixby from 2001 to May 2011, and served variously as Chief Financial Officer,
Chief Operating Officer, and an independént financial consultant to the company. At all times, he
was employed as an independent contractor rather than an employee of Bixby. During the relevant
period, DeSender was not registered as a broker or associated with a registered broker-dealer.
DeSender was convicted for bank fraud in 1998. In March 2011, DeSender pled guilty to one count
of tax fraud. In September 2011, he pled guilty to one count of securities fraud in connection with
the offer and sale of Bixby securities. On December 1,2011, DeSender was arrested for soliciting
investors for another issuer in violation of his plea agreement.

FACTS

The Bixby Offerings

23.  From 2001 to 2010, Bixby raised at least $43 million from over 1800 investors
through a series of private placement offerings of stocks, warrants, and promissory notes. The

stocks, warrants, and promissory notes issued by Bixby are securities.
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24.  Bixby used unregistered persons to offer and sell its securities. In several Bixby
private placement memoranda (“PPMs”), Bixby disclosed that up to 10% of the money raised in
the private placement may be used to pay commissions to “placement agents” who “assist in the
placement of the Shares.” The PPMs further disclosed that the company could additionally pay
placement agents warrants to purchase up to 10% of the number of common shares of Bixby
stock that they were responsible for having placed.

25. In a Form D, Notice of Sale of Securities Pursuant tp Regulation D, Section 4(6),
and/or Uniform Limited Offering Exemption, filed with the Commission on September 12, 2006,
Bixby identified the Collyard Group and Crawford Capital Corp. as entities that have been or
will be paid commission or similar remuneration for solicitation of purchasers in connection with
the sale of securities.

26.  In 2006, Bixby’s audit committee oversaw an internal forensic accounting
investigation of the company. As a result of this investigation, Bixby received in December
2006 a draft report of investigation that informed the company that the payment of commissions,
or so-called “finder’s fees,” to unregistered persons and employees violated the securities laws.

27.  Inits PPM Supplement dated October 16, 2006, Bixby acknowledged that if “the
finders to whom we have paid finder’s fees are found to have been acting as unregistered broker-
dealers in violation of the Securities and Exchange Act of 1934 [sic] and/or state securities laws,
we may [be] subject to consequences that could have an adverse impact on our financial
position.” In several subsequent Bixby PPMs, Bixby disclosed that its payments to unregistered
placement agents could give purchasers the right of rescission and thus have a material adverse
effect on the company’s ﬁnancial position. Notably, however, Bixby never disclosed the 2006

draft report of investigation.
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28.  Notwithstanding the foregoing, Bixby continued the practice of paying
commissions to unregistered persons and entities until at least 2010.

Defendants Acted as Unregistered Brokers

29.  Section 15(a)(1) of the Exchange Act prohibits a broker or dealer from using the
mails or any means or instrumentality of interstate commerce to effect any transaction in, or to
induce or attempt to induce the purchase or sale of, any security unless the broker or dealer is
registered with the Commission. Section 3(a)(4) of the Exchange Act defines a “broker” as any
person who is engaged in the business of effecting transactions in securities for the account of
others.

30.  From 2001 to 2010, the Defendants and DeSender collectively sold over $21.7
million in Bixby securities to at least 560 investors. Defendants and DeSender <;ach solicited
investors in Minnesota and other states, and each accepted transaction-based cash commissions
ranging from at least $100,000 to more than $3.6 million. As compensation for their sale of
Bixby securities, the Defendants and DeSender were paid a total of at least $4.9 million in
transaction-based cash commissions. In addition, they also received warrants to purchase at least
900,000 shares of Bixby common stock.

31.  From approximately 2004 to August 2006, the Collyard Group, Collyard, and
Musich sold over $3.1 million in Bixby securities to more than 120 investors. Among other things,
they solicited investors, handled investor funds, and fielded investor inquiries regarding Bixby. As
compensation for their sale of Bixby securities, Bixby paid Collyard and the Collyard Group
commissions of at least $420,000 in cash and warrants to purchase at least 340,000 shares of Bixby

common stock.
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32.  During this time, Musich sold Bixby securities in partnership with Collyard and the
Collyard Group, and he received approximately half of the commissions paid to the Collyard
Group.

33.  In2007 and 2008, Bixby separately paid Musich commissions of at least $100,000
in cash for the sale of Bixby securities.

34.  In addition, from at least January 2006 through December 2010, Collyard and the
Collyard Group continued to raise funds for Bixby and its business projects, including a coal
gasification energy project. In this capacity, Collyard and the Collyard Group communicated with
prospective investors and shareholders for the purpose of inducing those investors and shareholders
to provide funds to Bixby. They also received investor funds. Finally, Collyard and the Collyard
Group knowingly solicited unqualified investors to invest in Bixby securities. After 2006, Bixby
separately paid Collyard and the Collyard Group commissions of at least $160,000 in cash for the
sale of Bixby securities.

35.  From approximately February 2004 to November 2006, Crawford and Crawford
Capital Corp. sold over $2 million in Bixby securities to approximately 50 investors. Among other
things, they solicited investors, handled investor funds, and fielded investor inquiries regarding
Bixby. As compensation for their sale of Bixby securities, Bixby paid them commissions of at least
$240,000 in cash and warrants to purchase at least 36,000 shares of Bixby common stock.

36.  From approximately August 2007 to November 2009, Singer sold over $1.2 million
in Bixby securities to approximately 20 investors. Among other things, he solicited investors,
handled investor funds, and fielded investor inquiries regarding Bixby. As compensation for his

sale of Bixby securities, Bixby paid him commissions of at least $107,000 in cash.

10
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37.  From approximately November 2007 to December 2008, Spadino and Marketing
Concepts, Inc. sold over $1.5 million in Bixby securities to over 50 investors. Among other things,
they solicited investors and fielded investor inquiries regarding Bixby. As compensation for their
sale of Bixby securities, Bixby paid them commissions of at least $160,000 in cash and warrants to
purchase at least 54,500 shares of Bixby of common stock.

38. From 2003 to 2006, Weides sold over $1.9 million in Bixby securities to at least 28
investors. Among other things, he solicited investors, handled investor funds, and fielded investor
inquiries regarding Bixby. As compensation for his sale of Bixby securities, Bixby paid him
commissions of at least $177,000 in cash commissions.

39.  Inoraround 2010, Weides also acted as an intermediary in the sale of Bixby
securities in several secondary market transactions. Specifically, he contacted several Bixby
investors to solicit their interest in selling their Bixby shares and coordinated the transfer of
ownership of Bixby securities to new purchasers.

Defendants Collyard and the Collvard Group Made Material Misrepresentations and
Omissions Regarding Bixby in Connection with the Offer and Sale of Bixby Securities

40.  From at least January 2006 through December 2010, Defendants Collyard and the
Collyard Group knowingly made repeated material misrepresentations and omissions to investors
and prospective investors for the purpose of inducing them to invest funds in Bixby.

Specifically, Collyard and the Collyard Group made misrepresentations and omissions regarding:
the operational capability and functionality of Bixby’s coal gasification technology and its coal
gasification machines; the company’s prospects for conducting an initial public offering; and the
use of investor proceeds. Based on these misrepresentations and omissions, investors provided

money to Bixby for the sole purpose of investing in Bixby’s business.

11
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41. For example, on or about November 21, 2007, Collyard made material
misrepresentations and omissions regarding Bixby to a prospective investor. Based on these
omissions and misrepresentations, the investor invested $240,000 in Bixby by mailing a check to
the Collyard Group. The Collyard Group then transmitted the money to Bixby.

42.  Asaresult of their conduct, Collyard and the Collyard Group are responsible for
approximately $4 million in losses to investors.

43.  Inreturn for fraudulently inducing investors to invest in Bixby, Collyard and the
Collyard Group received significant income in the form of cash commissions and options to
purchase Bixby securities.

44,  On February 27, 2012, Collyard pled guilty to one count of conspiracy to commit
bank fraud and one count of conspiracy to commit securities fraud in connection with the offer

and sale of Bixby securities. U.S. v. Collyard, 12-cr-58 (Docket No. 11). In his plea agreement,

Collyard admits, among other things, that from at least January 2006 through December 2010:

a. he was primarily charged with raising funds for Bixby and its business
projects, including its coal gasification projects;

b. he communicated with prospective investors for the purpose of inducing
those investors to invest in Bixby;

c. he caused unqualified investors to be solicited to invest in Bixby;

d. he made numerous material false statements, false representations, and
omissions of material facts to Bixby shareholders and prospective
shareholders about: (i) Bixby’s business projects; (ii) its prospects for

conducting an initial public offering; and (iii) its use of investor proceeds;

12
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e. based on his misrepresentations, investors provided money to Bixby for
the sole purpose of investing in Bixby;
f. by his fraudulent conduct, he is responsible for approximately $4 million
in losses to investors; and
g. he received commission payments for his sale of Bixby securities.
COUNT1
Violations of Section 15(a) of the Exchange Act
[15 US.C. §780(a)]
(Against All Defendants)
45.  Paragraphs 1 through 44 above are realleged and incorporated herein by
reference.
46.  The Defendants have, by engaging in the conduct set forth above, while acting as
a broker or dealer, effected transactiops in, and induced and attempted to induce the purchase or
sale of, securities when they were not registered with the Commission as a broker or dealer or
associated with an entity registered with the Commission as a broker or dealer.
47. By reason of the foregoing, the Defendants have violated, and unless restrained
and enjoined will continue to violate, Section 15(a) of the Exchange Act [15 U.S.C. § 780(a)].
COUNTII
Violations of Section 17(a)(2) of the Securities Act
[15 U.S.C. §§77q(a)(2)]
(Against Defendants Collyard and Collyard Group)
48.  Paragraphs 1 through 44 above are realleged and incorporated herein by
reference.

49, By their conduct, Collyard and Collyard Group, in the offer or sale of securities,

by the use of any means or instruments of transportation and communication in interstate

13
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commerce and by the use of the mails, directly or indirectly, have obtained money or property by
means of untrue statements of material fact or omissions to state material facts necessary in order
to make the statements made, in light of the circumstances under which they were made, not
misleading.

50. By reason of the foregoing, Collyard and Collyard Group violated Section
17(a)(2) of the Securities Act [15 U.S.C. §77q(a)(2)].

COUNT III
Violations of Section 10(b) of the Exchange Act and Rule 10b-5(b) Thereunder
[15 US.C. §78j(b); 17 C.F.R. §240.10b-5(b)]
(Against Defendants Collyard and Collyard Group)

51.  Paragraphs 1 through 44 above are realleged and incorporated herein by
reference.

52. By their conduct, Collyard and Collyard Group, in connection with the purchase
or sale of securities, by the use of any means or instrumentalities of interstate commerce or by
the use of the mails, directly or indirectly, made untrue statements of material fact and omitted to
state material facts necessary in order to make the statements made, in the light of the
circumstances under which they were made, not misleading.

53.  Collyard and Collyard Group acted with scienter.

54. By reason of the foregoing, Collyard and Collyard Group violated Section 10(b)

of the Exchange Act [15 U.S.C. §78j(b)] and Rule 10b-5(b) thereunder [17 C.F.R. §240.10b-5].

14
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RELIEF REQUESTED

WHEREFORE, the Commission respectfully requests that this Court:
L
Find that the Defendants committed the violations alleged herein and find that, as a result
of these violations, the Defendants received ill-gotten gains.

IL

Issue an Order of Permanent Injunction, in a form consistent with Rule 65(d) of the
Federal Rules of Civil Procedure, restraining and enjoining all the Defendants, their officers,
agents, servants, employees, attorneys, and all persons in active concert or participation with
them, and each of them, from violating Section 15(a) of the Exchange Act [15 U.S.C. § 780(a)],
and further restraining and enjoining Defendants Collyard and Collyard Group, their officers,
agents, servants, employees, attorneys, and all persons in active concert or participation with
Collyard and Collyard Group, and each of them, from violating Section 17(a)(2) of the Securities
Act[15 U.S.C. §77q(a)(2)], Section 10(5) of the Exchange Act [15 U.S.C. §78j(b)], and Rule
10b-5(b) thereunder [17 C.F.R. §240.10b-5(b)]

IIL

Order the Defendants to disgorge their ill-gotten gains, derived directly or indirectly from

the misconduct alleged, together with prejudgment interest thereon.
Iv.

Order the Defendants to pay the Commission civil penalties pursuant to Section 21(d) of

the Exchange Act [15 U.S.C. §78u(d)] and, additionally with respect to Collyard and Collyard

Group, pursuant to Section 20(d) of the Securities Act [15 U.S.C. §77t(d)].
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V.

Retain jurisdiction of this action in order to implement and carry out the terms of all

orders and decrees that may be entered or to entertain any suitable application or motion for

additional relief within the jurisdiction of this Court.

VI

Grant such other and further relief as the Court deems just and appropriate.

The Commission requests a trial by jury.

Dated: August 1,2012
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Respectfully submitted,

s/ ThuB. Ta

Thu B. Ta

Gregory von Schaumburg

Charles J. Kerstetter

Attorneys for Plaintiff

U.S. Securities and Exchange Commission
Chicago Regional Office
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Chicago, Illinois 60604
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tat@sec.gov
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kerstetterc@sec.gov

James Alexander

Assistant United States Attorney
District of Minnesota

600 U.S. Courthouse
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Minneapolis, Minnesota 55415
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UNITED STATES DISTRICT COURT

DISTRICT OF MINNESOTA
UNITED STATES SECURITIES
AND EXCHANGE COMMISSION,
Plaintiff,
V. : Civ. Act. No. 11-¢cv-3656 (JNE/JJK)

GARY A. COLLYARD, COLLYARD
GROUP, LLC, PAUL D. CRAWFORD,
CRAWFORD CAPITAL CORP., RONALD :
MUSICH, JOSHUA J. SINGER, MICHAEL :
B. SPADINO, MARKETING CONCEPTS,
INC., AND CHRISTOPHER C. WEIDES,

Defendants.

PLAINTIFF SECURITIES AND EXCHANGE COMMISSION’S MOTION
FOR SUMMARY JUDGMENT AGAINST DEFENDANTS
PAUL D. CRAWFORD AND CRAWFORD CAPITAL CORP.

Plaintiff Securities and Exchange Commission (“SEC”), pursuant to Federal Rule
of Civil Procedure 56, hereby files its motion for summary judgment on Count I of its
First Amended Complaint [ECF No. 95] against Defendants Paul D. Crawford and
Crawford Capital Corp. This motion is based on the SEC’s Memorandum of Law in
support of the motion, the pleadings on file, and all files, records, and proceedings herein.
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Dated: September 17,2015

Respectfully submitted,

s/_Timothy J. Stockwell

Jonathan Polish

Charles J. Kerstetter

Timothy J. Stockwell (D.C. Bar #484238)
U.S. Securities and Exchange
Commission

175 West Jackson Blvd., Suite 900
Chicago, Illinois 60604

T. 312-596-6049 (Stockwell)
stockwellt@sec.gov

Attorneys for Plaintiff
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UNITED STATES DISTRICT COURT

DISTRICT OF MINNESOTA
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GARY A. COLLYARD, COLLYARD
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CRAWFORD CAPITAL CORP., RONALD :
MUSICH, JOSHUA J. SINGER, MICHAEL :
B. SPADINO, MARKETING CONCEPTS,
INC., AND CHRISTOPHER C. WEIDES,

Defendants.

PLAINTIFF SECURITIES AND EXCHANGE COMMISSION’S
MEMORANDUM OF LAW IN SUPPORT OF ITS MOTION FOR
SUMMARY JUDGMENT AGAINST DEFENDANTS
PAUL D. CRAWFORD AND CRAWFORD CAPITAL CORP.
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INTRODUCTION

Almost 20 years ago, Defendant Paul Crawford’s securities license was suspended
by the National Association of Securities Dealers (“NASD”, the precursor to the
Financial Industry Regulatory Authority, or “FINRA”) for selling unregistered securities.
Crawford never sought reinstatement, believing that he could better sell securities without
what he thought was unnecessary oversight and interference by securities regulators.
Since then, Crawford, through his company, Defendant Crawford Capital Corporation
(“CCC”), has brazenly disregarded the rules and regulations regarding the activities of
registered brokers. He and his company have illegally acted as unregistered brokers by
promising, soliciting, and facilitating the purchase and sale of securities for numerous
fledgling start-up companies. Most of these high-risk companies have failed and his
clients’ investments lost, the most spectacular being Bixby Enterprise Systems (“Bixby™),
one of the largest frauds in Minnesota history in which investors lost more than $56
million.

For his part, Crawford sold more than $2 million of Bixby securities to at least 50
investors who lost all of their money. Because Crawford knew his sale of Bixby stock
violated the securities laws, he operated for more than two years on a “hand shake” deal
with Bixby’s CEO Robert Walker — now serving 25 years in prison — and Bixby’s CFO
Dennis DeSender — serving over eight years in prison. While Crawford’s clients lost all
of their money as a result of the fraud perpetrated by Walker, DeSender, and others at

Bixby, Crawford profited handsomely by pocketing $240,000 in cash commissions.
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The fraud at Bixby, and resulting losses to investors, confirms the significance of
broker-dealer registration under Section 15 of the Securities and Exchange Act of 1934
(“Exchange Act”).  Ensuring that a person acting as a broker-dealer is appropriately
registered is essential to providing investors with the protections of the federal securities
law. See Eastside Church of Christ v. National Plan, Inc., 391 F.2d 357, 362 (5th Cir.
1968) (“It is through the registration requirement that some discipline may be exercised
over those who may engage in the securities business and by which necessary standards
may be established with respect to training, experience, and records.”); Roth v. SEC, 22
F.3d 1108, 1109 (D.C. Cir. 1994) (the registration requirement serves as the “keystone of
the entire system of broker-dealer regulation”).

Oversight of broker-dealers is particularly important when they receive
commissions from the sale of securities. Such “transaction-based compensation
represents a potential incentive for abusive sales practices that registration is intended to
regulate and prevent.” Cornhusker Energy Lexington LLC v. Prospect St. Ventures, 2006
WL 2620985 at *6 (D. Neb. Sept. 12, 2006) (unpublished). Without registration, the
SEC cannot assure investors, such as those who invested in Bixby, that broker-dealers are
(1) competent, (2) transparent, (3) solvent, and (4) subject to oversight. David A. Lipton,
A Primer on Broker-Dealer Registration, 36 Cath. U. L. Rev. 899, 907 (1987). Thus,
broker-dealer registration serves as an important, continual check on activities vital to
capital markets within the United States. See id. at 899-900.

For decades Crawford has intentionally avoided this important registration

requirement to be able to more freely sell stock and earn greater commissions. Crawford

2
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and CCC'’s activity in selling over $2 million of Bixby stock in exchange for $240,000 in
commissions — in what turned out to be one of the largest frauds in Minnesota history — is
the exact type of activity tlr:at represents “a potential incentive for abusive sales practices
that registration is intended to regulate and prevent.” Cornhusker Energy, 2006 WL
2620985 at *6.

As set forth below, there is no legitimate dispute regarding the facts in this case,
established through documents, testimony of Crawford’s clients, and admissions by
Crawford himself. The indisputable evidence establishes that Crawford and CCC were
acting as unregistered brokers in violation of Section 15(a) of the Exchange Act.
Accordingly, the SEC respectfully asks this Court to grant summary judgment in its favor
and against Defendants Crawford and CCC, and impose appropriate remedies.

RELEVANT PROCEDURAL HISTORY

In the original Complaint filed in this action, the SEC alleged that Defendants Paul
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 Energy Systems,
Inc. (“Bixby”).! ECF No. 1 at ] 3-5, 28, 33, 39-40. The SEC 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 § 33. In return, Crawford and

! The Amended Complaint added allegations only against the Collyard
Defendants; it did not add allegations against the Crawford Defendants. Because the
Crawford Defendants only answered the original Complaint and the allegations are
identical as in the Amended Complaint, the original Complaint is discussed herein.

”
J
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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 SEC also alleged in the Complaint 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 stock. See id. at Y 3-5, 27-37, 39-40. Five of those seven
defendants have settled with the SEC. See ECF Nos. 99, 110, 114, 150. On April 6,
2015, the Court granted summary judgment for the SEC and against unregistered broker
Defendant Gary A. Collyard. See ECF No. 149. Simultaneous with the filing of this
motion, the SEC has filed for renew summary judgment against Collyard’s entity,
Collyard Group LLC. Crawford and CCC are the only other defendants who continue to
challenge the SEC’s allegations.

STATEMENT OF FACTS

A. THE DEFENDANTS’ BACKGROUND

1. Paul Crawford

Crawford entered the securities industry in 1969 as a registered securities broker,
and was associated with registered broker-dealers for the next 30 years. Answer (ECF
No. 46) at  12; Exh. 1 at 2. He held Series 7 and 63 licenses and was registered with the
NASD as a broker. Id; Exh. 2 (Crawford Tr.) at 11:13-14; 15:19-22.

In the 1970s, while working for a company called IDS, he was suspended by a
state securities agency for 90 days for charging an advisory fee without an advisor’s
license. Exh. 2 (Crawford Tr.) at 14:19 to 15:2. In 1997, Crawford was censured by the

NASD and agreed to a 2-year suspension from association with any NASD member firm

4
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for selling unregistered securities. Answer (ECF No. 46) at § 12; Exh. 1. Crawford,
without admitting or denying the allegations of violations, accepted and consented to the
entry of findings that he participated in private securities transactions totaling over
$99,000 without the approval of his then employer, Maven Securities. Exh. 1 at 3. After
receiving his suspension, Crawford never sought to have his securities license reinstated.
Exh. 2 (Crawford Tr.) at 11:13 to 12:3; Exh. 3. Crawford decided that he could do a
much better job raising money from investors if he did not have a securities license, and
subsequently he decided that he would not reapply for a license. Exh. 3.

2. Crawford Capital Corporation |

Crawford has been working as an unregistered broker-dealer since at least 1990,
when he started Crawford Capital Corp. Exh. 2 (Crawford Tr.) at 11:14; Exhs. 3-4. CCC
was a Minnesota corporation solely owned and controlled by Crawford, located in
Minneapolis. Answer (ECF No. 46) at § 13; Exh. 2 (Crawford Tr.) at 15:11-15; 16:17 to
17:23. Since 2003 Crawford has been its only employee. Exh. 2 (Crawford Tr.) at
15:11-15; 17:11 to 17:23. CCC has never been registered as a broker/dealer or
investment advisor. Exh. 2 (Crawford Tr.) at 16:22-24. Through CCC, Crawford
operated as an unregistered broker-dealer i)y soliciting investors and selling securities for
early stage companies (id. at 16:4 to 16:16), thereby being able to sell these investments
without any regulation or oversight by the NASD, FINRA, or SEC. As of February
2013, CCC was administratively dissolved by the State of Minnesota for failing to file
annual renewals as required by statute. Exh. 5 at 7. Despite this, Crawford continues to

pitch investors and solicit investments through CCC. See, e.g., Exh. 4.

5
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B. THE DEFENDANTS’ INVOLVEMENT WITH BIXBY

1. Crawford’s introduction to Bixby and sale of securities through
Christopher Weides

Bixby Energy Systems, founded by Robert Walker in 2001, began as a
manufacturer of corn-burning stoves to heat homes, but then transitioned to developing a
coal-to-gas technology. Exh. 6. In reality, Bixby operated as a massive fraud whereby
Walker and others stole more than $56 million from hundreds of investors. Exh. 7. As
part of the scheme, Walker lied to potential investors about the payment of salaries and
commissions to Bixby officers and directors, the operational capability of Bixby’s coal
gasification machine (which never worked), and the prospect of conducting an initial
public stock offering (which never happened). /d. The thousands of Bixby investors who
lost over $56 million were lured to Bixby by Walker, Desender, and other unregistered
brokers — like Crawford — who worked for a ten percent cut of each investment. Exh. 6.

Crawford first learned about Bixby in or around 2004 from Christopher Weides,
who was already recruiting investors to invest in Bixby. Exh. 2 (Crawford Tr.) at 68:19
to 70:10. Crawford went to a presentation meeting for investors at Bixby’s offices in
Rodgers, Minnesota and met with Walker. Id. at 20:3 to 21:19. Crawford was
purportedly very impressed with Walker and recognized early on that alternative energy —
Bixby’s main business model — was a hot idea at the time. /d. at 29:2-10.

In 2004, Crawford, operating through CCC, solicited investors to buy Bixby stock
in private placements through Weides, who had his own agreement with Bixby. Id. at

70:5 to 71:14; Exh. 8. Crawford was compensated through Weides for bringing in
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investors. Exh. 2 (Crawford Tr.) at 71:7-4, 72:17-19; Exh. 8. Through Weides,
Crawford received compensation of three percent of the amount of funds invested by
clients. Exh. 2 (Crawford Tr.) at 71:7-17. Crawford raised more than a million dollars
for Bixby through Weides in 2004 alone. Exh. 8. Thereafter, Crawford refused to
continue to solicit investments for Bixby if he had to go through Weides. Id.

2. The Defendants’ agreement directly with Bixby

In or around 2004, Walker and Bixby CFO Dennis DeSender asked Crawford to
solicit investments for Bixby directly. Id.; Exh. 11; Exh. 2 (Crawford Tr.) at 71:18 to
72:7. Crawford agreed and began to solicit investors for Bixby through CCC. Exh. 2
(Crawford Tr.) at 29:11-18; Exh. 9. Per the agreement, Crawford received transaction-
based cash compensation in the amount of ten percent of the amount of funds invested by
clients, plus five-year Warrants in an amount equal to ten percent of the shares acquired
by his clients. Exhs. 8, 10; Exh. 2 (Crawford Tr.) at 52:21 to 54:7; 56:12-21. Crawford
submitted a bill or invoice to Bixby for compensation under the agreement and
communicated with Bixby CFO DeSender and others at Bixby regarding his
compensation. Exh. 2 (Crawford Tr.) at 52:1-7; Exhs. 8, 10.

Because Crawford, a former registered broker, was worried about “securities
issues,” the deal with Bixby to compensate Crawford for soliciting Bixby investors “was
done on a hand shake” and never memorialized in writing. Exh. 8; Exh. 2 (Crawford Tr.)

at 60:14-19.
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3. Overview of the Defendants’ Bixby clients

Most of Crawford’s and CCC’s clients invested in foby in 2004 and 2005; in
total they purchased over $2 million dollars in Bixby stock. Exh. 2 (Crawford Tr.) at
37:14-19; 49:17-20; Answer (ECF No. 46) at 9 33.> Exhibit 11 is a list prepared by
Crawford to keep track of his clients who invested in Bixby, and the amount of shares
they acquired.’ Exh. 2 (Crawford Tr.) at 25:15 to 26:15. Between 2004 and 2006,
approximately 53 different clients — from Minnesota and elsewhere — purchased over 2.1
million shares of Bixby stock through Crawford and CCC. Exh. 11; Exh. 2 (Crawford
Tr.) at 25:15 to 26:15; 30:22-25. Crawford’s Bixby clients came from his existing clients
who were interested in investing with early stage companies, such as Bixby. Exh. 2
(Crawford Tr.) at 25:15 to 27:20. Some were even former clients of Crawford when he
was still a licensed broker. Id. at 27:12-14.

Pursuant to the “hand shake” deal with Bixby, Crawford and CCC received
transaction-based compensation for the sale of over $2 million in Bixby stock — at least

$240,000 in cash and warrants to purchase at least 36,000 shares of Bixby commons

2 In their Answer, Crawford and CCC do not deny that “[flrom approximately
February 2004 to November 2006, Crawford and Crawford Capital Corp. sold over $2
million in Bixby securities to approximately 50 investors” as alleged in the Complaint.
ECF No. 1 at § 33. Therefore the allegation is deemed admitted. See Fed. R. Civ. P.

8(b)(6).

3 Crawford clarified in testimony that the first group of clients listed iivested in
2004, not 2003. Exh. 2 (Crawford Tr.) at 71:18 to 72:7.
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stock. Id. at 49:23 to 51:25, 83:2-5; Exh. 12; Answer (ECF No. 46) at 33 While
certain clients assumed (correctly) that Crawford was making a commission on the sale
of stock (see, e.g., Exh. 13 (Bohn Tr.) at 54:23 to 55:11), Crawford does not recall ever
telling any Bixby client that he was receiving compensation from Bixby unless
specifically asked by the client; as Crawford testified, “[i]t’s just something I didn’t
discuss.” Exh. 2 (Crawford Tr.) at 54:8 to 55:5.

4.  The Defendants’ initial solicitation of Bixby clients

Crawford admits that, through CCC, he sold over $2 million of Bixby securities to
approximately 50 investors between 2004 and 2006. Answer (ECF No. 46) at § 33; see
also Exh. 11. Crawford aggressively sold Bixby stock by bringing the investment
opportunity, unsolicited, to his clients either by email, in person, or by phone. See, e.g.,
Exh. 13 (Bohn Tr.) at 15:12-17; Exh. 14 (Haluptzok Tr.) at 10:22 to 11:10.°> Crawford
would discuss with clients the positive nature of Bixby and Walker’s track record,
including his prior success with Select Comfort and the Sleep Number Bed. Exh. 14
(Haluptzok Tr.) at 12:1-16; Exh. 9. He provided them with promotional material

regarding Bixby and information regarding its business plan, potential growth, need to

% In their Answer (ECF No. 46 at 9 33), Crawford and CCC do not deny that “[a]s
compensation for their sale of Bixby securities, Bixby paid them commissions of at least
$240,000 in cash and warrants to purchase at least 36,000 shares of Bixby common
stock” as alleged in the Complaint. Complaint (ECF No. 1) at § 33. Therefore the
allegation is deemed admitted. See Fed. R. Civ. P. 8§(b)(6). In Exhibit 10, Crawford
claims he is owed warrants worth more than 90,000 shares of Bixby stock.

5 Crawford client Gary Bohn purchased 125,000 shares for $100,000. Exhs. 11,
15. Client Harold Haluptzok purchased 50,000 shares of Bixby stock for $80,000. Exh.
14 (Haluptzok Tr.) at 16:16-19; Exh. 11.



CASE 0:11-cv-03656-JNE-JJK Document 165 Filed 09/17/15 Page 14 of 37

raise capital, and the details of Bixby’s various private offerings of stock. Exh. 9; Exh.
13 (Bohn Tr.) at 16:5-11, 16:24 to 19:11; Exh. 14 (Haluptzok Tr.) at 11:17-21, 12:9-15;
Exh. 16. For example, in Exhibit 16 Crawford informs numerous clients that Bixby’s
business “is ramping up very rapidly and it is very likely they will generate $40 million in

7

revenues in this fiscal year,” “[t]hey are close to completing the financing deal that will
allow their shares to be traded on the NASDAQ market,” and that “[t]here is a very
limited time to invest in Bixby at $1.60 per share with 50% warrant coverage.” Id.® He
ends by describing Bixby as a “very exciting alternative energy investment opportunity”
and he “think[s] that Bob Walker will have another winner with Bixby as he did with
Select Comfort and the revolutionary Sleep Number Bed.” Id.

Crawford also discussed with clients the risks and returns, or potential returns, of
investing in Bixby. Exh. 2 (Crawford Tr.) at 48:18-23. For example, Crawford discussed
with client Harold Haluptzok his risk tolerance and that the Bixby investment may take
three to five years to develop. Exh. 14 (Haluptzok Tr.) at 64:15-22. It was typical for
Crawford to predict for clients the future perfonﬁance of a company and the timing of
potential returns. See, e.g., Exh. 17 (Gentry Tr.) at 38:9-18; 46:16 to 47:1)

Crawford repeatedly recommended that his clients invest in Bixby and that it

would be a wise investment and a profitable venture. Exh. 13 (Bohn Tr.) at 13:18 to

8 These are certainly the type of speculative statements that would have been
reviewed by the compliance department of a registered broker-dealer prior to distribution
to potential investors.

7 Crawford client Staley Gentry purchased 50,000 shares of Bixby stock for
$80,000. Exh. 17 (Gentry Tr.) at 13:9 to 14:3; Exh. 11.

10
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14:8; Exh. 14 (Haluptzok Tr.) at 12:1-15; Exh. 17 (Gentry Tr.) at 12:17-20. Client
Harold Haluptzok described Crawford as “a broker selling stock in a company,” or “a
broker trying to get [Haluptzok] to invest in a company.” Exh. 14 (Haluptzok Tr.) at
52:21-25. Client Staley Gentry, a former insurance broker himself, thought that
Crawford was “acting as a broker” in regards to Bixby. Exh. 17 (Gentry Tr.) at 36:6-13,
97:2-6. Client Gary Bohn considered Crawford to be his personal financial advisor
during the transactions with Bixby and other companies he invested in. Exh. 13 (Bohn
Tr.) at 54:3-8.

If clients were interested in investing, Crawford would talk with Walker and the
two of them would arrange to have an investor presentation meeting and introduction to
the company. Exh. 2 (Crawford Tr.) at 26:7-13, 30:1 1-17.} Crawford attended dozens of
these types of meetings between 2004 and 2007, and even arranged and set up the
meetings himself in later years. Id. at 86:11-19; Exh. 13 (Bohn Tr.) at 19:12 to 20:9;
Exh. 17 (Gentry Tr.) at 20:10-13. For example, Exhibit 16 is an email from Crawford to
numerous clients regarding an investor meeting scheduled by Crawford at Bixby’s new
facilities. Crawford testified that he even may have shown potential clients promotional
videos produced by Bixby while with the clients at CCC’s office. Exh. 2 (Crawford Tr.)
at 45:24 to 46:19.

Crawford asked Bixby to send out prospectuses, or Private Placement Memoranda

(“PPMs”™), to his potential client investors, and Bixby would distribute PPMs at the

3 Not all clients attended the investor meetings with Bixby management. Investor
Staley Gentry never met Walker and never attended any of his presentations. Exh. 17
(Gentry Tr.) at 96:17-21.

11
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investor meetings. Id. at 36:7-16, 37:8 to 38:4, 88:9-13. On occasion Crawford handed
out Bixby PPMs directly to clients. Id. at 36:7-16, 37:8 to 38:4; Exh. 9. Crawford also
provided clients with a subscription agreement entitled “Form of Subscription
Agreement, Letter of Investment Intent and Lock-Up,” an example of which is attached
as Exhibit 15. Exh. 2 (Crawford Tr.) at 44:16 to 45:9; Exh. 13 (Bohn Tr.) at 21:1-4.
Crawford’s clients, including Gary Bohn and Harold Haluptzok, returned the subscription
agreements to Crawford to be routed on to Bixby. Exh. 13 (Bohn Tr.) at 22:18-20; Exh.
14 (Haluptzok Tr.) at 14:3-13. In fact, Crawford even assisted investor Gary Bohn in
completing the subscription agreement attached as Exhibit 15 by filling in pertinent
information about Bohn and his Bixby investment. Exh. 13 (Bohn Tr.) at 21:5 to 22:17.

Further, Crawford handled investor funds in the form of checks made out to
Bixby. Exh. 2 (Crawford Tr.) at 33:16 to 34:6, 49:3-10; Exh. 18. For example, clients
Roland Stinksi, Richard Parry, Harold Haluptzok, and Gary Bohn all provided checks,
representing their respective investments in Bixby, to Crawford with the expectation that
he would forward the funds on to Bixby. Exh. 2 (Crawford Tr.) at 33:16 to 34:6; Exh. 13
(Bohn Tr.) at 22:24 to 23:16; Exh. 14 (Haluptzok Tr.) at 14:14 to 15:6; Exh. 18.
Crawford also received and handled his clients’ Bixby stock certificates. Exh. 19.

5. The Defendants’ updates and solicitation of additional investments

Once clients purchased Bixby stock, Crawford continued to be the clients’ primary
source of information about Bixby by providing updates about the company. See, e.g.,
Exh. 13 (Bohn Tr.) at 27:20 to 28:10; Exh. 14 (Haluptzok Tr.) at 26:18 to 27:3; Exhs. 16,

20-24. Further, Crawford continued to solicit the purchase of more investments and the

12
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exercise of warrants. See, e.g., Exh. 13 (Bohn Tr.) at 29:20 to 30:1; Exh. 14 (Haloptzok
Tr.) at 23:8-12; Exh. 17 (Gentry Tr.) at 29:20 to 30:3. In Exhibit 16, Crawford solicited
additional investments from clients for “a very limited time” offer “at $1.60 per share
with 50% warrant coverage.” In Exhibits 20, 21, and 22, Crawford continually asked his
| clients if they want to exercise their warrants at a fifty percent discount, or, as Crawford
described it in Exhibit 22, pursuant to a “special warrant holiday.””

Crawford typically gave investment advice to clients about exercising warrants,
including at a discount and at particular times. See, e.g., Exh. 14 (Haluptzok Tr.) at 21:2-
10. In Exhibit 23, Crawford wrote to clients: “The situation at Bixby right now is
exactly what we were hoping for and is a good reason to consider exercising your
warrants.” (Emphasis in original).'® Crawford emailed clients with some degree of
frequency about opportunities to obtain warrants or options at heavily discounted rates,
and Crawford recommended that his clients take advantage of such offers. Exh. 17
(Gentry Tr.) at 29:20 to 30:3. Harold Haluptzok described Crawford’s pitch as like “he

was trying to sell me on buying more of the stock and using these warrants to buy more”;

® In Exhibit 21, Crawford informed his investors that Bixby had entered into a
deferred prosecution agreement and that the U.S. Attorney’s Office and SEC were
continuing to pursue “former management individuals and fund raisers.” However,
Crawford did not inform his investors that he was one of the “fund raisers” under
investigation, or that he had already received a Wells Notice from the SEC. See, e.g.,
Exh. 14 (Haluptzok Tr.) at 25:8-13; Exh. 21.

1 At the time he wrote this Crawford had already provided investigative testimony
to the SEC and knew there was an investigation into Bixby. See, e.g., Exh. 2 (Crawford
Tr.) at 4:24 to 5:4.

-~
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“like a salesman trying to get more commission[s].” Exh. 14 (Haluptzok Tr.) at 21:11-
18.

Crawford also negotiated with Bixby on behalf of his clients. In Exhibit 24,
Crawford asked if any clients would be interested if “I could get a deal for you to acquire
Bixby shares for 50-cents?” Crawford even negotiated for his early Bixby clients an
“investor guaranteed credit line deal” through Bixby’s bank which Crawford described as
“an extraordinary opportunity that you should consider.” Exh. 25.

D. THE DEFENDANTS’ SALE OF INVESTMENTS IN OTHER COMPANIES

Crawford, through CCC, sold stock and other investments in no less than eleven
other companies besides Bixby. This was a significant part of Crawford’s investment
advice to clients, as told to Staley Gentry:

I remind investors that the overall risk in high risk, early stage investments

is somewhat mitigated by having more than one. The ultimate success of

one of these types of investments should be big enough to cover the cost of

several of these type [sic] of investments.
Exh. 26.

1. The Defendants’ initial solicitation of clients in other companies

Crawford sent unsolicited information to his Bixby investors for other potential
investments, and would send multiple emails about an investment even if a client showed
no interest. See, e.g., Exh. 14 (Haluptzok Tr.) at 36:14 to 37:4; 38:1 to 39:2; Exhs. 27-28.
For example, Crawford solicited Harold Haluptzok’s to invest in Disc Motion,

Streamline, Neuro-Stimulation, Four-Cubed, and Local.oop, none of which Haluptzok

ultimately invested in. See, e.g., Exh. 14 (Haluptzok Tr.) at 35:11-25.

14
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Crawford attempted to sell these investments similar to the way he sold Bixby. He
provided promotional materials regarding these companies and fielded investor inquiries.
See, e.g., Exh. 14 (Haluptzok Tr.) at 40:10-14; Exhs. 29-30. He met with clients and
offered free lunch seminars at CCC’s offices regarding these other prospective
investments. See, e.g., Exh. 17 (Gentry Tr.) at 48:15 to 49:22; Exh. 13 (Bohn Tr.) at 13:2
to 14:8; Exhs. 31-33. He provided PPMs, subscription agreements, and other necessary
investment paperwork. See, e.g., Exh. 17 (Gentry Tr.) at 56:5-19; Exhs. 29, 34. He
assisted investors in filling out subscription agreements and handled investor funds. See,
e.g., Exh. 13 (Bohn Tr.) at 38:23 to 39:12. He recommended that his clients invest in
these companies and typically estimated a significant rate of return for these investments,
usually in a relatively quick timeframe. See, e.g., Exh. 14 (Haluptzok Tr.) at 39:21-24,
44:22 t0 45:6. And he painted the same rosy picture regarding these companies’ growth
and prospects as with Bixby:

e “I predict that the Streamline transport system will scale very fast and will be
bought out at a tremendous premium within a few years which should return

to shareholders a multiple of 6 to 30 to one.” Exh. 28 (emphasis in original)

e “There is not an early stage deal that I have ever been involved with that is more
predictable to have a very successful outcome in a very short time frame than
FourCubed... The least I expect is that FourCubed will grow by a factor of 5 to 9
times its current valuation over the next two to three years. Attached is additional
information about this unique opportunity which will scale very fast.” Exh. 30.

e “I am hosting a box lunch meeting at my office [for Disc Motion] ... a very
exciting opportunity in a revolutionary new device to replace spinal discs... This
product could be a blockbuster in a very short period of time.” Exh. 32.
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e “[Disc Motion is] raising another $5+ million at just $0.50 per share... I definitely
recommend that all investors invest in this very cheap $0.50 round.” Exh. 37.
“This is a steal at $0.50 per share.” Exh. 38.

e “LocaLoop will be a hot publicly traded stock or will be acquired sometime
within the next 18 to 24 months. You can buy shares in the current round at a $1
per share plus you receive a 5-year warrant to acquire an additional share for $1
for each dollar you invest which really doubles your upside.” Exh. 35.

e “Localoop is sneaking up on the rural 4G marketplace and it is about to turn into
a tsunami. That will then trigger interest among Private Equity Firms, Hedge
Funds and major Wall Street brokerage firms. Local.oop is about to really blast-
off.” Exh. 36.

2. The Defendants’ updates and solicitation of additional investments

Like with Bixby, Crawford also continually updated his clients about the status of
companies they invested in through CCC. See, e.g., Exh. 17 (Gentry Tr.) at 18:15-18.
He also solicited subsequent investments in these companies. For example, after Staley
Gentry invested $25,000 in Disc Motion, he later increased his investment by $5,000
upon Crawford’s advice that since Gentry was going to lose his initial investment, by
putting up another $5,000, he could at least have a stake in the sale of the company’s
patent (if ever sold). Exh. 17 (Gentry Tr.) at 102:10-17."' Like with Bixby, Gentry’s
Disc Motion investments did not work out. Id. at 102:18-20. Crawford further
encouraged Gentry to add to his existing $262,500 investment in Empathic: “I am
suggesting that you consider adding an additional $47,500 in this 4™ Round which is also

priced at $286 per share.” Exh. 39. Crawford also solicited additional investments in a

company called ALung: “I hope that you will consider immediately increasing your

' Gentry never spoke with Disc Motion executives, instead relying solely on
Crawford for information and recommendations regarding the company and his
investments. Exh. 17 (Gentry Tr.) at 104:5-11.

16
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investment in ALung. It is urgent that ALung bring in at least $250,000 of the $1 million
bridge loan immediately. I am hoping that investors from our group will increase their
investment by a factor of at least 25% of their existing investment.” Exh. 40.

3. The Defendants negotiating of deals and providing financial advice

Not only did Crawford solicit investments in other companies, he also negotiated
on behalf of his clients. For example, Crawford wrote to various clients: “The deal I have
made with [Neuro Stimulation] is that my ‘syndicate’ will acquire 20% of the company
for the initial $1.5 million and then can duplicate that amount after NSI proves efficacy of
the technology which would mean the ‘syndicate’ would then own 40% of the company.”
Exh. 33. Crawford provided investment advice, including tax advice and how to finance

(‘“‘\ investments:

e “Localoop is the kind of investment that is ideal to be held in a Roth IRA.” Exh.
36;

e “If you want to consider this special Sky 50 loan deal the key for any of you is
what interest rate you will be charged by your lender... If you can borrow
$250,000 at say 7.25% (1% below the current prime rate) and then loan it to Space

. Data through the L.L.C. you will be paid 11.375%. It would cost you $1510 per
month and you would receive $2370 per month in interest payments leaving you
with $860 in your pocket.” Exh. 34.

o “[ am suggesting that you consider adding an additional $47,500 in this 4™ Round
which is also priced at $286 per share. However, the best way to do this is to
invest a total of $160,000 in this round and then [Empathic] would repay your
$112,500 loan. The new $160,000 investment would be eligible for a refundable
tax credit from the State of Minnesota. You would recover 25% or $40,000 from
the State of Minnesota.” Exh. 39.

In Exhibit 41, Crawford provided step-by-step instructions regarding how to file the

6@1 Minnesota Angel Tax Credit Annual Report, which Gary Bohn relied upon and discussed

17
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with Crawford. Exh. 13 (Bohn Tr.) at 47:1-23. Crawford, through CCC, even created
investment vehicles, such as the “Success Note,” touted as a type of investment in
LocaLoop “that will allow investors to step into one of the hottest events in
communications since the evolution of mobile communications.” Exh. 42.

It appears that none of these other early stage companies have turned out to be a
“tsunami” or a “blockbuster in a very short period of time” as predicted by Crawford.
See, e.g., Exh. 17 (Gentry Tr.) at 63:23-25 (none of his investments with Crawford have
“panned out” yet).

E. THE DEFENDANTS’ CONTINUED SALE OF INVESTMENTS

Despite the instant action, Crawford continues to act as unregistered broker in
selling investments to clients. For example, in March and September 2014, Crawford
sent unsolicited emails to Harold Haluptzok and others pitching investments in
FourCubed and Localoop. Exhs. 30, 36. Haluptzok received another email from
Crawford regarding LocaLoop in March 2015, just days before Haluptzok’s deposition.
Exh. 14 (Haluptzok Tr.) at 55:5-10. Haluptzok estimated that he receives emails from
Crawford at least every month or two. Id. at 67:24 to 68:2.

Further, as of March 2015, CCC’s public website lists its “portfolio companies” as
including Localoop, Inc., Empathic Software, Sports Director Online (SDO), Nutri-
Innovations, and Biothera, with links to these investment opportunities. Exhs. 43-44. As
yet another example of Crawford’s continued solicitation of investments, he touts that an
investor in Nutri-Innovations, a purported “social Network” for dairy cows, “who owns a

non-dilutable 1% equity interest ($40,000 investment) could earn cash distributions of

i8
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$20,000+ per year from just 100,000 cows which would be slightly more than 1% of the
9 million cows milked every day in the U.S. alone.” Exh. 44.

Finally, as recently as August 10, 2015, Crawford emailed numerous clients
regarding an investment in SaaSware Highway, a company with holdings in Empathic,
LocaL.oop, Sports Director Online, and esmartBadge. Exh. 45. According to Crawford,
“[t]his is another investor’s dream opportunity that will grow quickly” and “is an

investment you should want to be part of.” Id.

ARGUMENT

The SEC is entitled to summary judgment because Crawford and CCC were acting
as unregistered broker-dealers in selling millions of dollars of Bixby stock over a three-
year period to over 50 investors. In terms of appropriate remedies, based on Crawford’s
and CCC’s egregious conduct, high degree of scienter and culpability, and continuing
defiant conduct, they should be enjoined from future violations of the federal securities
laws and ordered to pay disgorgement, prejudgment interest, and civil penalties.

A. THE SECIS ENTITLED TO SUMMARY JUDGMENT AS A MATTER OF
LAW

1. Summary Judgment Standard

A district court “shall grant summary judgment” if the movant demonstrates that
there is “no genuine dispute as to any material fact and the movant is entitled to judgment
as a matter of law.” See Fed. R. Civ. P. 56(a). For purposes of summary judgment, a
“dispute over a fact is ‘material’ only if its resolution might affect the outcome of the

action under the governing substantive law.” See Nord v. Kelly, 474 F. Supp. 2d 1088,
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1092-93 (D. Minn. 2007) (citing Anderson v. Liberty Lobby, Inc., 477 U.S. 242, 248
(1986)). Further, a “dispute over a fact is ‘genuine’ only if ‘the evidence is such that a
reasonable jury could...return a verdict” for [the non-movant].” Id. at 1093. Once the
movant establishes that there is no genuine issue of material fact, the opposing party must
come forward with “specific facts” showing that there is a need for trial. See Matsushita
Elec. Indus. Co. v. Zenith Radio Corp., 475 U.S. 574, 586-87 (1986); Smith v. Lurie,
2011 WL 1790332 at *4 (D. Minn. May 10, 2011).

2. The Defendants Violated the Broker-Dealer Registration Provision of
the Exchange Act (Count I)

Count I of the Amended Complaint charges Crawford and CCC with acting as
unregistered brokers in violation of Section 15(a) of the Exchange Act. 15 U.S.C. §
780(a). Section 15(a)(1) of the Exchange Act provides that it is unlawful for a broker to
effect any transaction in, or to induce or attempt to induce the purchase or sale of, any
security unless such broker is registered with the Commission in accordance with Section
15(b) of the Exchange Act. 15 U.S.C. §§ 780(a)(1), 780(b). Scienter is not a requirement

for Section 15(a) liability. SEC v. Martino, 255 F. Supp. 2d 268, 283 (S.D.N.Y. 2003).

a. The Defendants acted as unregistered brokers in soliciting Bixby
investments

Under Section 3(a)(4) of the Exchange Act, a broker is defined as any person
“engaged in the business of effecting transactions in securities for the account of others.”
15 U.S.C. § 78c(a)(4). Courts have interpreted this definition to “connote a certain
regularity of participation in securities transactions at key points in the chain of

distribution.” Mass. Fin. Servs., Inc. v. Securities Investor Protection Corp., 411 F.
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Supp. 411, 415 (D. Mass.), aff’d 545 F.2d 754 (1st Cir. 1976); see also SEC v. Benger,
697 F. Supp. 2d 932, 944 (N.D. Ill. 2010) (using same interpretation); Martino, 255 F.
Supp. 2d at 283 (using same interpretation).

Factors courts look at to determine broker activity include whether the individual:
“1) is an employee of the issuer; 2) received commissions as opposed to salary; 3) is
selling, or previously sold, the securities of other issues; 4) is involved in negotiations
between the issuer and the investor; 5) makes valuations as to the merits of the
investment or gives advice; and 6) is an active rather than passive finder of investors.”
SEC v. Hansen, 1984 WL 2413, at *10 (S.D.N.Y. Apr. 6, 1984). See also SEC v.
George, 426 F.3d 786, 797 (6th Cir. 2005) (adopting Hansen factors); SEC wv.
Stratocomm Corp., 2 F. Supp. 3d 240, 262-63 (N.D.N.Y. 2014) (granting summary
judgment for the SEC based on-several Hansen factors); SEC v. Kramer, 778 F. Supp. 2d
1320, 1334 (M.D. Fla 2011), appeal dismissed sub nom. SEC v. Sky Way Global LLC,
2011 WL 4025404 (Sept. 9, 2011) (stating that most freqﬁently cited factors are those
identified in Hansen). Other courts have indicated that “regularity of participation” can
be demonstrated by such factors as the dollar amount of securities sold and the extent to
which advertisement and investor solicitation was used. See SEC v. Kenton Capital, Ltd.,
69 F. Supp. 2d 1, 12 (D.D.C. 1998) (citations omitted) (granting summary judgment for
SEC). The handling of investor funds and securities is yet another factor courts look to in
determining if an individual was “effecting” securities transactions. See, e.g., SEC v. Art
Intellect, Inc., 2013 WL 840048 at *20 (D. Utah Mar. 6. 2013) (granting summary

judgment for the SEC).
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Although the above factors are not exhaustive and no one consideration is
universally dispositive, Benger, 697 F. Supp. at 945, transaction-based compensation,
i.e., commissions, is “one of the hallmarks of being a broker-dealer.” Kramer, 778 F.
Supp. 2d at 1334 (quoting Cornhusker Energy, 2006 WL 2620985 at *6). “The
underlying concern has been that transaction-based compensation represents a potential
incentive for abusive sales practices that registration is intended to regulate and prevent.”
Cornhusker Energy, 2006 WL 2620985 at *6.

Here, it is beyond question that Crawford and CCC acted as unregistered brokers
in violation of Section 15(a) of the Exchange Act. There is no dispute that neither
Crawford nor CCC were registered brokers or associated with a registered broker-dealer.
Crawford, through CCC, actively and aggressively solicited sold over $2 million of
Bixby securities. He recruited over 50 different clients from across the country through
unsolicited emails, investor meetings, marketing materials, and promotional literature.
The initial solicitations took place over the course of at least three years (2004 through
2006), although subsequent solicitations for additional investments and the exercise of
warrants continued through at least early 2012. Crawford recommended purchasing
Bixby stock and investing in certain follow up rounds of financing, including at discounts
negotiated by the Crawford. He discussed with his clients the risks and returns, or
potential returns, of buying Bixby stock. He distributed subscription agreements to
clients and assisted the clients in filling out the agreements, and then forwarded the
agreements on to Bixby. Crawford also handled investor funds and share certifications

for routing on to Bixby. He fielded investor questions about Bixby investments and the
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progress of the company, and served as the main source of information about the
company.

Most significantly, Crawford and CCC received $240,000 of transaction-based
compensation, or commissions, from selling Bixby stock. The payments amounted to ten
percent cash and warrants based on the amount of money invested by clients. Clients
believed that Crawford was acting as a broker for Bixby when trying to sell them Bixby
stock, and at least one client considered Crawford to be his personal financial advisor.

Crawford and CCC were also actively selling securities of other companies,
including: IQ Universe, Commission Junction, A-Lung, LocaLoop, Disc Motion, Space
Data, Complete-LAW, FourCubed, Streamline, Neuro-Stimulation, and Empathic.
Crawford solicited and sold these investments similar to the way he did with Bixby.

b. The Defendants were not “finders” exempt from registration

Crawford’s anticipated argument that he was merely a “finder” of investors for
Bixby, rather than a broker, lacks support. First, the concept of a “finder exemption”
from the Exchange Act’s registration requirement does not exist in any decision of the
SEC, the Supreme Court, or even any federal Court of Appeals. Regardless, a few
district courts have articulated factors similar to those cited in Hansen in determining
whether a purported “finder” was performing the functions of a broker, including whether
the individual (1) analyzed the financial needs of an issuer; (2) recommended or designed
financing methods; (3) was involved in negotiations; (4) discussed details of securities
transactions; (5) made investment recommendations; and (6) had prior involvement in the

sale of securities. Salamon v. Teleplus Enterprises, Inc., 2008 WL 2277094, at *8

23



CASE 0:11-cv-03656-JNE-JJK Document 165 Filed 09/17/15 Page 28 of 37

(D.N.J. June 2, 2008) (quoting Cornhusker Energy, 2006 WL 2620985 at *6). In SEC v.
Kramer, the court also looked at whether the indivildual (1) advertised or distributed
promotional material for the issuer; (2) sponsored a seminar or social event to promote
the issuer; (3) solicited a potential investor other than an intimate friend; and (4) sold or
encouraged a broker to sell shares of the security. 778 F. Supp. 2d at 1340. These courts
continue to recognize that “transaction-based compensation,” or commissions, is “one of
the hallmarks of being a broker-dealer.” Kramer, 778 F. Supp. 2d at 1334 (quoting
Cornhusker Energy, 2006 WL 2620985 at *6).

The seemingly only district court case finding against the SEC in reliance on the
“finders” concept does not support a conclusion that Crawford and CCC did not have to
comply with the Exchange Act’s broker registration requirements. In Kramer, the court
relied on the fact that the issuer (Skyway) never retained the alleged broker (Kramer),
who was paid by a firm that Skyway had retained to obtain financing. 778 F. Supp. 2d at
1338-40. The court also focused on the “nature of [the] relationship” between Kramer
and the persons he introduced to Skyway, noting that they were “each susceptible to
description as either a friend or an intimate,” and that Kramer’s “advice to or solicitation
of” these people consisted merely of Kramer’s “sharing his opinion that Skyway was a
good company and a good investment” and “directing [their] attention to Skyway’s
website and press releases.” Id. at 1339, 1340.

Here, by contract, Crawford and CCC had a contractual relationship with, and they
were provided transaction-based compensated by, Bixby. Moreover, Crawford’s

“solicitees” were (or became) his investor clients, and were not merely “friends and
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intimates.” Crawford’s aggressive solicitation reached some 53 different clients from all
over the country, and amounted to over $2 million of Bixby investments. Rather than
just providing investors with a quick recommendation that Bixby was a good company
and then referring them to Bixby for more information, Crawford, through CCC, (i) had
detailed discussions with clients about the potential investments, including the risks and
returns or potential returns of investing in Bixby, and recommended investing in Bixby;
(ii) organized investor meetings with Bixby executives; (iii) continuously distributed
unsolicited promotional material about Bixby; (iv) provided and helped fill out
subscription agreements and routed the agreements to Bixby; (v) handled investor funds
and routed the funds to Bixby; and (vi) made unsolicited recommendations of additional
investments or the exercise of warrants with Bixby at negotiated discount prices and for
“special holidays.” Crawford and CCC provided similar broker services for numerous
companies beyond just Bixby. Thus, this case is fundamentally different from the
situation at issue in Kramer.

c. Crawford knew he was violating Section 15(a)

Although not required to prove a Section 15(a) violation, the evidence also
establishes that Crawford knew he was violating the securities laws by acting as an
unregistered broker. In correspondence to his investor clients after news broke of the
SEC’s lawsuit in this matter, Crawford wrote:

The S.E.C. has numerous rules and regulations regarding the activities

of “registered brokers” and other rules for fundraisers, consultants, etc.

that are not registered brokers... In 1997 I decided that I could do a
much better job in raising money for early stage companies if I didn’t
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have a securities license and subsequently decided I would not reapply for
a registered broker’s license.

Exh. 3 (emphasis added). Crawford failed to inform his clients that the reason he would
need to “reapply for a registered broker’s license” was because his license was suspended
for two years by the NASD for selling unregistered securities. Crawford continued in the
email:

What I am also doing is standing up for America’s entrepreneurs who don’t

need the S.E.C. to interfere in the process of their raising very early

capital to turn ideas into businesses. The U.S. today has too much

regulation and that in itself is hurting the development and the process of
germinating and growing new enterprises.
Id. at 2 (emphasis added).

Further, prior to the SEC’s investigation in this matter, Crawford exchanged
emails with JoAnn Walker in Exhibit 8, Bixby’s head of Investors Relations and Robert
Walker’s wife, as to his agreement with Bixby for his transaction-based compensation.
After JoAnn Walker stated that she did not have access to the agreement, Crawford

wrote:

Because of securities issues our understanding was done on a hand
shake. That was the deal.

Id. (emphasis added)."?
The meaning of Crawford’s email to his investors and his reference to “securities
issues” is obvious. Crawford believed the SEC’s rules and regulations for registered

brokers were interfering with his ability to solicit investments in “early stage companies.”

12 Not surprisingly, Crawford testified that he could neither recall nor did he have
any understanding of this highly inculpatory statement to JoAnn Walker. Exh. 2
(Crawford Tr.) at 59:10 to 60:13.
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He gave up his securities license to get around such oversight, knowing that by doing so
he had “securities issues” by acting as an unregistered broker. He therefore did not want
to have a written agreement with Bixby; instead, he would operate on a “hand shake” to
avoid any paper trail if these “securities issues” were ever scrutinized. Unfortunately for
Crawford, he made these admissions in a paper trail of emails that were obtained by the
SEC years later during the course of its investigation.

3. The Court Should Impute Crawford’s Liability to CCC

The evidence establishes that both Crawford and CCC violated the securities laws.
Regardless, even if this Court were to find that the above evidence only establishes
Crawford’s liability as a matter of law, such liability is imputed to CCC. It is black-letter
law that entities such as CCC act only through their agents and are responsible for the
acts the agents perform in that capacity, including violations of the securities laws. See,
e.g., Adams v. Kinder-Morgan, Inc., 340 F.3d 1083, 1106-07 (10th Cir. 2003) (scienter of
the controlling officers of a corporation may be attributed to the corporation itself to
establish liability under § 10(b) and Rule 10b-5 when officers acting within scope of their
apparent authority); St. Paul Fire & Marine Ins. Co. v. FDIC, 968 F.2d 695, 700-01 (8th
Cir. 1992) (recognizing that under Minnesota law, an agent’s or officer’s knowledge may
be imputed to the agent’s principal or corporation); SEC v. Capital Solutions Monthly
Income Fund, LP, 28 F. Supp. 3d 887, 899 (D. Minn. 2014) (holding defendant and his
wholly-owned limited liability company joint and severally liable for disgorgement)

(citing SEC v. CJ'’s Financial, 2012 WL 3597644 (E.D. Mich. Aug. 21, 2012)).
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There is no dispute that Crawford owned and. controlled CCC. It is also
undisputed that Crawford acted through and in concert with CCC in soliciting investors
in Bixby, and therefore in violating the securities laws by acting as an unregistered
broker. Given Crawford’s ownership and control over CCC, the fact it was his alter ego,
and the fact that he violated the securities laws through CCC, Crawford’s liability is
imputed to CCC. Therefore, like Crawford, CCC is liable for violating Section 15(a) of
the Exchange Act.”

B. THE COURT SHOULD IMPOSE PERMANENT INJUNCTIONS
AGAINST THE CRAWFORD DEFENDANTS

Based on the undisputed facts, the Court should impose permanent injunctions
against Crawford and CCC. A permanent injunction is appropriate once it has been
established that a person has violated the securities laws and there is a reasonable
likelihood of future violations. 15 U.S.C. §§ 77t(b), 78u(d); SEC v. Comserv Corp., 908
F.2d 1407, 1412 (8th Cir. 1990); SEC v. Quan, 2014 WL 4670923 at *11 (D. Minn. Sept.
19,2014).

“The Commission is not required to show irreparable injury or a balance of

equities in its favor in order to make the statutory showing for injunctive relief.” SEC v.

'* The SEC anticipates that Crawford and CCC may also raise a statute of
limitations defense. The general five-year statute of limitations found in 28 U.S.C. §
2462 applies only where the SEC seeks relief for “any civil fine, penalty, or forfeiture,
pecuniary or otherwise.” Accordingly, courts hold that § 2462 does not limit the time for
the SEC to file claims seeking equitable or remedial relief such as permanent injunctions
and disgorgement. See, e.g., SEC v. Rind, 991 F.2d 1486, 1492 (9th Cir. 1993) (declining
to impose a limitations period in SEC enforcement actions seeking injunctions and
disgorgement). Regardless, as late as 2011 and 2012, Crawford, through CCC, acted as
an unregistered broker by actively soliciting Bixby investments and the exercise of
warrants.
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Zahareas, 100 F. Supp. 2d 1148, 1155 (D. Minn. 2000), rev'd in part and vacated in part
on other grounds, 272 F.3d 1102 (8th Cir. 2001). In assessing whether there is a
likelihood of future violations, courts consider “the degree of the defendant’s scienter, the
isolated or recurrent nature of the violation, the defendant’s recognition that his conduct
was wrongful, the likelihood that the defendant’s professional occupation will allow for
future violations, and the defendant’s sincerity in assuring against future violations.”
Quan, 2014 WL 4670923 at *11.

Based on these factors, permanent injunctive relief is necessary and appropriate
against Crawford and CCC. Crawford and CCC sold Bixby stock in violation of the
broker registration requirements primarily over a three year period — from 2004 through
2006 — although their solicitation of additional investments and the exercise of warrants
continued through at least February 2012. Crawford and CCC continue to solicit
investments in other companies, as recently as August 10, 2015. The evidence
establishes that Crawford knew he was violating the securities laws by selling Bixby
stock, and therefore acted with scienter. And despite the SEC’s lawsuit, Crawford and
CCC maintain their innocence and remain in the business of acting as unregistered
brokers. Therefore future violations are inevitable.

Beyond the conduct described above, Crawford has a history of violating the
securities laws, including being censured and suspended by the NASD for selling
unregistered securities, and being suspended by a state securities agency for charging an

advisory fee without an advisor’s license. Evidence of past violations serves as a basis
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for inference that future violations may occur. SEC v. Gruenberg, 989 F.2d 977, 978 (8th
Cir. 1993).

C. THE COURT SHOULD IMPOSE MONETARY SANCTIONS AGAINST
THE CRAWFORD DEFENDANTS

The Court should order Crawford and CCC to disgorge their ill-gotten gains, pay
prejudgment interest on the amount of disgorgement, and pay appropriate civil penalties.

1. Disgorgement & Prejudgment Interest

Disgorgement is an equitable remedy intended to prevent unjust enrichment and to
deter others from violating securities laws by making violations unprofitable. See, e.g.,
SEC v. Brown, 658 F.3d 858, 860-61 (8th Cir. 2011) (citations omitted); SEC v. Patel,
2013 WL 1867562 at *1 (D. Minn. May 3, 2013) (unpublished) (J. Ericksen).
Disgorgement need not be exact; instead, “courts need only find that the amount sought is
a reasonable approximation of gains that are causally connected to a violation.” SEC v.
Capital Solutions Monthly Income Fund, LP, 28 F. Supp. 3d 887, 897 (D. Minn. 2014).
“As long as the measure of disgorgement is reasonable, the wrongdoer should bear the
risk of any uncertainty.” Id.

Further, courts ordering disgorgement of illegal profits routinely order payment of
prejudgment interest. See, e.g., SEC v. O’Hagan, 901 F. Supp. 1461, 1473 (D. Minn.
1995). Like disgorgement, prejudgment interest prevents a defendant from profiting
from his securities violations. Id.

The SEC requests that the Court order Crawford and CCC to disgorge $240,000,

which amounts to all of the commissions they received from the sale of Bixby stock. The
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amount of commissions earned — $240,000 — is undisputed. Crawford admitted that from
2004 to 2006, he and CCC received at least $240,000 in cash and warrants to purchase at
least 36,000 shares of Bixby commons stock. Answer (ECF No. 46) at § 33. Crawford
further testified that the payments reflected in Exhibit 12 — totaling $240,000 — represent
compensation to Crawford based on his agreement with Bixby that he would receive 10
percent of what an investor invested. Exh. 2 (Crawford Tr.) at 49:23 to 53:2.

The Court should also order prejudgment interest of $128,692.22 as set forth in the
attached Declaration of SEC accountant Luz M. Aguilar. See Exh. 46. The SEC
calculated prejudgment interest based on Crawford’s and CCC’s disgorgement of
$240,000, computed as provided in 26 U.S.C. § 6621(a)(2). The amount of $128,692.22
was calculated quarterly from 2004 through September 30, 2015. See Exh. 46.

2. Civil Penalties

Section 21(d)(3) of the Exchange Act [15 US.C. § 78u(d)] authorize district
courts to assess civil penalties against persons who violate the Exchange Act. The
provision has three tiers of penalties, with the third tier allowing the highest penalty
based on the egregiousness of the conduct. The first tier requires a showing of a violation
of the Exchange Act, or the rules and regulations thereunder. The second tier
additionally requires that the violation “involved fraud, deceit, manipulation, or
deliberate or reckless disregard of a regulatory requirement.” 15 U.S.C. §
78u(d)(3)(B)(i1). The third tier adds another requirement that the violation “directly or
indirectly resulted in substantial losses or created a significant risk of substantial losses to

other persons.” 15 U.S.C. § 78u(d)(3)(B)(iii).
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“A civil penalty is intended both to punish the individual violator and to deter
future violations of the securities laws.” SEC v. Brown, 643 F. Supp. 2d 1088, 1089 (D.
Minn. 2009) (quoting SEC v. Marker, 427 F. Supp. 2d 583, 592 (M.D.N.C. 2006)). In
determining whether civil penalties should be imposed, and the amount of the fine, courts
look to a number of factors, including (1) the egregiousness of the defendant’s conduct;
(2) the degree of the defendant’s scienter; (3) whether the defendant’s conduct created
substantial losses or the risk of substantial losses to other persons; (4) whether the
defendant’s conduct was isolated or recurrent; and (5) whether the penalty should be
reduced due to the defendant’s demonstrated current and future financial condition. Id.
(internal citations and quotations omitted).

Based on these factors, many of which overlap with the imposition of a permanent
injunction, the SEC requests that the Court impose civil penalties that it deems
appropriate against Crawford and CCC. There is ample authority supporting the
imposition of civil penalties for violations of Section 15 of the Exchange Act. See, e.g.,
SEC v. Castaldo, 2009 WL 2591376 at *2 (S.D.N.Y. Aug. 19, 2009) (unpublished)
(ordering civil penalties for violations of Section 15(b)(7) and Rule 15b7-1 thereunder);
Kenneth C. Meissner, AP File No. 3-16175, 2015 WL 4624707, *14 (ordering civil
penalty for violation of Section 15(a)); Centrelnvest, Inc., AP File No. 3-13304, 2009

WL 2751141, *13 (Aug. 31, 2009) (Initial Decision) (same).'*

'* On reply the SEC will address any arguments raised by Crawford and CCC
regarding a purported inability to pay monetary sanctions.

32



CASE 0:11-cv-03656-JNE-JJK Document 165 Filed 09/17/15 Page 37 of 37

CONCLUSION

For the reasons set forth above, the SEC respectfully requests that the Court enter
summary judgment on liability against Defendants Paul Crawford and Crawford Capital
Corporation on Count I of the Amended Complaint, enter permanent injunctions against
them, and order monetary sanctions of disgorgement, prejudgment interest, and civil
penalties.

Dated: September 17, 2015 Respectfully submitted,

s/ Timothy J. Stockwell
Jonathan Polish
Charles J. Kerstetter
Timothy J. Stockwell (D.C. Bar #484238)
U.S. Securities and Exchange
Commission

@“\ 175 West Jackson Blvd., Suite 900
Chicago, Illinois 60604
T. 312-596-6049 (Stockwell)
stockwellt@sec.gov

Attorneys for Plaintiff

[F3)
("3}



CASE 0:11-cv-03656-JNE-JJK Document 166 Filed 09/17/15 Page 1 of 4

UNITED STATES DISTRICT COURT
DISTRICT OF MINNESOTA

UNITED STATES SECURITIES
AND EXCHANGE COMMISSION,

Plaintiff,
V. : Civ. Act. No. 11-¢cv-3656 (JNE/JJK)

GARY A. COLLYARD, COLLYARD
GROUP, LLC, PAUL D. CRAWFORD,
CRAWFORD CAPITAL CORP., RONALD :
MUSICH, JOSHUA J. SINGER, MICHAEL :
B. SPADINO, MARKETING CONCEPTS,
INC., AND CHRISTOPHER C. WEIDES,

Defendants.

(«w INDEX OF EXHIBITS TO PLAINTFF’S MOTION
FOR SUMMARY JUDGMENT AGAINST DEFENDANTS
PAUL D. CRAWFORD AND CRAWFORD CAPITAL CORP.

1. Correspondence between Paul Crawford and NASD and attached Certification
2. Transcript of Paul Crawford’s investigative testimony on 3/2/11

3. Email from Paul Crawford re “SEC Filing re: Bixby Energy Systems,” dated
12/26/11, attaching Wells submission

4. CCC’s website www.crawcorp.com and attached Declaration

5. CCC’s public records file with Minnesota Secretary of State
6. Star Tribune news article re Walker guilty verdict, dated 3/6/14
7. U.S. Attorney’s Office press release re Walker sentencing, dated 9/30/14

8. Email chain ending from Paul Crawford to JoAnn Walker re “Warrants due Paul
Crawford et al”, dated 7/7/07




10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

CASE 0:11-¢cv-03656-JNE-JJK Document 166 Filed 09/17/15 Page 2 of 4

“Bixby Energy Systems, Inc. Summary” from Paul Crawford and Joe Mooney

Letter from Paul Crawford to Dennis Desender re warrants owed Crawford, dated
5/31/06
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Email from Paul Crawford to Staley Gentry re Disc Motion update, dated 10/24/07

Email from Paul Crawford to clients re “Streamline Investment Documents,”
dated 4/17/13

Email from Paul Crawford to Harold Haluptzok re “Streamline,” dated 5/28/13

Email from Paul Crawford to clients re Disc Motion “New Oportunity,” dated
3/20/07
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Email from Paul Crawford to clients re Space Data “Investor lunch meeting,”
dated 10/13/06

Email from Paul Crawford to clients re Disc Motion box lunch meeting, dated
3/11/07

Email from Paul Crawford to clients re “Neuro Stimulation, Inc.”, dated 10/23/06

Email from Paul Crawford to clients re “SKY 50 loan deal” for Space Data, dated
11/24/06

Email from Paul Crawford to clients re “Recent News about” LocaLoop, dated
8/24/11

Email from Paul Crawford to clients re “Tuesday update” on Localoop, dated
9/8/14

Email from Paul Crawford to clients re “Disc Motion Update — More Bullish Than
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Email from Paul Crawford to clients re “New Offering” for Disc Motion, dated
7/4/10
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dated 1/13/14
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Email from Paul Crawford to clients re “Local.oop 4G Investment Opportunity,”
dated 9/7/10

CCC’s website page www.crawcorp.com\current-projects.html, and attached
Declaration

CCC’s website page www.crawcorp.com\nutri-innovations.html, and attached
Declaration

Declaration of Timothy J. Stockwell, dated September 16, 2015, and attached

Email from Paul Crawford to clients re “SaaSware Highway & eSmartBadge,”
dated 8/10/15 (forwarded to Thu B. Ta from Brad Holt)

Declaration of Luz M. Aguilar, dated September 16, 2015, and attached
Prejudgment Interest Calculations
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RECEIVED
JUN 21997
NASDR DIST. 4

!

District Business Conduct Committee
for District No. 4

120 West 12th Street, Suite 900
Kansas City, Missouri 64105

LETTER OF ACCEPTANCE. WAIVER AND CONSENT NO. £04970040
Re:  PAUL DENNETT CRAWFORD

Minneapolis, Minnesota 55432
Registered General Securities
Representative (CRD No. 56750)

Committee Members:

I, Paul Dennett Crawford, submit this Letter of Acceptance, Waiver and Consent ("AWC")
to NASD Regulation, Inc. ("NASDR") to propose a seitlement of the alleged rule violations
described in Part I below. This AWC is submitted to resolve this proceeding and on the condition
that, if accepted, the NASDR will not bring any future actions against me based on the same alleged
violations:

" Tunderstand that:

1. Signing this AWC is 2 voluntary action on my part and that it will not resolve
this matter unless and until it has been reviewed and accepted by both the
District Business Conduct Committee and the NASDR's National Business.
Conduct Committee;

2. Both Committees must decide if this proposed settlement is remedial and
appropriate in view of the facts and allegations involved;

.| If either of those Committees decides not to accept the AWC, it will not be
used against me to prove that any violations occurred;

4, If this AWC is accepted by both Committees, it will become part of my

permanent disciplinary record, and may be considered in any future actions
brought by the NASDR against me;
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Letter of Acceptance, Waiver and Consent No. C04970040
DBCC No. 4 v. Paul Dennett Crawford
Page 2 ;

5. This AWC will be avaijlable through the NASD's public disclosure program
to public inquiries about my disciplinary record; and

6. I may not deny, directly or indirectly, the allegations in this case to the media
or otherwise after having consented to sanctions in this settlement without
admitting or denying those allegations.

I also understand that my experience in the securities industry and my disciplinary history
may be factors which the Committees will consider in deciding whether to accept this AWC. That
experience and history are as follows:

I entered the securities industry in 1969 when I assocjated with a member firm of this
Association. From May 16, 1991 through March 12, 1993, I was associated with member firm
Maven Securities, Inc. ("Maven") as a sales representative, and from July 7, 1993 through January
11, 1996, I was associated with member firm Askar Corp. as a sales representative. At all times
relevant hereto, I was registered with this Association as a general securities representative. The
NASDR retains jurisdiction over me pursuant to Article IV, Sections 3 and 4 of the NASD's Bylaws.
T have not been the subject of prior formal disciplinary action by the NASDR.

L. WAIVER OF PROCEDURAL RIGHTS

- I am advised of, and specifically and voluntarily waive, the following rights which are
granted me by the NASD's Procedural Rules:

1. To have a Complaint filed identifying the violations alleged in this matter;

2. To be notified of the Complaint and have the opportunity to answer the allégations
in writing;

3. To defend against the allegations in a hearing before the District Business Conduct
Committee and to be represented by an attomey in the hearing;

4, To bave a written record of the hearing made and a written decision issued by the
District Business Conduct Committee; and

3. To appeal any such decision to the National Business Conduct Committee, then to
the Securities and Exchange Commission and to a U.S. Court of Appeals.
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Letter of Acceptance, Waiver and Consent No. C049700_40
DBCC No. 4 v. Paul Dennett Crawford
Page 3 :

I further waive any provision of the NASD's Procedural Rules or other rules which may be
interpreted as prohibiting any NASDR staff member from advising the Dijstrict and National
Business Conduct Committees in their decision as to whether to accept this AWC.

II. ACCEPTANCE AND CONSENT

I hereby accept and consent, without admitting or denying the allegations of violations, to
the entry of findings by the NASDR of the following facts and violations:

1. From about May 1992 to about November 1992, I participated in private securities
transactions as set forth in Scheduje A attached hereto and incorporated herein by this reference,
without prior written notice to and written approval and/or acknowledgment from my employer
mermber firm Maven.

2. Such acts, practices and conduct constitute separate and distinct violations of NASD -
Conduct Rules 2110 and 3040 on my part.

I also consent to the NASDR imposing on me, at 4 maximum, the following sanctions:
1. Censure;

2. a two year suspension from association with any member firm in any capacity, from
a date to be set by the President of this Association; and

3. further that 1 requalify by examination as a general securities representative prior to
reassociating with a member firm following the above period of suspension.

1. I understand that I may attach to this AWC any statement I wish to have the
Committees consider in deciding whether to accept it, although I may not deny the existence of the
violations or make any other statement inconsistent with the AWC.

2. I have attached the required statement of actions I have taken to prevent future,
simiiar violations. This information may be included as par of the statement in paragraph | above.
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Letter of Acceptance, Waiver and Consent No. C049700_40
DBCC No. 4 v. Paul Dennett Crawford
Page 4 :

3. I understand that NASDR will make such public announcement concerning this
agreement and the subject matter thereof as the NASDR may deem appropriate, which shall be
consistent with the Resolution of the Board of Govemors. (Seg NASD Manual, Procedural Rule
8310 and IM-8310-2.)

4. I understand that if T am suspended from association with any member firm, 1become
subject to a statutory disqualification as that term is defined in Section 3(a)(39) of the Securities
Exchange Act of 1934, as amended. Accordingly, I may not be associated with any member firm
in any capacity including clerical or ministerial functions during the period of the suspension. (See
NASD Manual, Procedural Rule 8310 and 1M-8310-1.)

I certify that I bave read and understand all of the provisions of this AWC and have been
given full opportunity to ask questions about it, and that no offer, threat, inducement, or promise of
any kind or nature has been made to induce me to submit it.

Date: :/3417 __Maz%é
¢ Paul Dennett Crawford

Morrg”

Counsel for Respondent

ACCEPTED BY THE NASDR:

September 15, 1997

District Director
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SCHEDULE A

'AWC No. C049700_40

Customer Date Amount of Investment
CE. 06/1992 $ 2,400.00
S.H. 06/1992 $10,200.00
RL. 06/1992 $24,000.00
D.&D.N, " 06/1992 $60,000.00
RP. 05/19/92 $ 900.00
“RP. 07/09/92 $ 600,00
R.P. 11/24/92 $_1.000.00

Total $99.100.00
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95/19/1997 13:38 6125445885 CRAWFORD CAPITAL COR PAGE 82

00 Towts
. 330 20d Ave UNITED STATES BANKRUPTCY COURT
et o s District of Minnesota
Cas2 Number: 26 - 47967 NCD
PAUL D CRANFORD v -
S . :
STRING LAKE DARK, XX 35432 _
N RE (NAME OF DESTOR
‘v PAUL D CRAWHORD , ism
s - DRLORES B CRAWFORD , 4688
DISCHAROE OF DEBTOR

It appearing that a pettion cofittaencing & case uader Tids 11, United Statea Code,
was filed by or sgainet the person named shove on 1271298, snd that an order for retie!
was entered under chapter 7, and that 50 cotaplaint objecting to the discharge of the
debtor was flled within the time fixed by the court (or that a complsint objecting to
disciitarge of the debror was filed and, afier due notics and hearing, was not sustalned),

.
8

- IT IS ORDERED THAT:
L The above-named debiar fs tefeased from alt dischargeable debis.
2 Any judpment heretofore or hereafier obtainad In any court othex than this coust it

wull and void a2 a detesmination of the personal Jisbillty of the debtor with respect
any of the following:

(a) debus dischargeable under 11 USC, § 523

g:)ndkchusubl debm alk mwwdmmlm wischaomrgcr e cowtes w":.-.
e, debta 3 10 be fromd ond
(6)and (15) of 11 US.C. § 523(a) " er dauses (2), (4)

(¢) dedrs determined mﬂum t0 be discharged.
3 mmmmumwbymmmmawm&m
fudgmenss are declared nuil and void by paragraph 2 above arc enjoined from {nstituting

or costinuing any action or eMiploying any process or ng in any act to collect guch
4ebis a3 personal Uabilitics of the above-named dcbm:nsw i

Dated: 03/25/97
' BY THR COURT

NANCY C-DREHER
United Sratex Banktupecy Judge

1Nt

2-95% 6125445885 05-19-97 01:42PM F002 %30
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KDU‘L

Minneapolis, MN 55432

RECEIVED
JUN 10 1997

NASDR DIST, 4

June 6, 1997

Dave Arnoldi

NASD Regulation, Inc. District 4
12 Wyandotte Plaza

" 120 West 12th St, 5-900

Kansas City, Mo. 64105

Re:AWC No. C049700

Dear Dave:

Without admitting or denying that I violated NASD Conduct Rules,
I wish to state that, beyond the two year suspension, if I am
aver re-licensed as a securities salesman, I will be sure that I
am more aware of all the regulatory rules and restrictions (NASD,
SEC, et al) and will be committed to operating totally within
those rules,

Sinceraly,

Paul D. Crawfopd
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National Association of Securities Dealers Regulation, Inc.

NOTICE OF ACCEPTANCE
OF LETTER OF ACCEPTANCE, WAIVER AND CONSENT

Complaint No. C04970040
Date: September 15, 1997

’l‘o.: Name and Address of Respondent(s):
Paul Dennett Crawford
Spring Lake Park, MIN 55432

From: DISTRICT BUSINESS CONDUCT COMMITTEE
DISTRICT NO. 4

120 West 12th Street, Suite 900
Kansas City, Missouri 64105

Please be advised that your submission of the above-referenced Acceptance, Waiver and Consent
("AWC™) has been reviewed and accepted by the District Business Conduct Committee for District
No.4 and the National Business Conduct Committee, A copy of the final AWC is attached.

You will be advised shortly by our Compliance Department as to when your suspension is in effect.

2

Céd‘ Rosenfield
ice President and District Director
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Financial Industry Regulatory Authority

CERTIFICATION

I HEREBY CERTIFY THAT THE ATTACHED IS A TRUE AND CORRECT COPY OF THE
LETTER OF ACCEPTANCE, WAIVER AND CONSENT IN FINRA NO. C04970040 INVOLVING
RESPONDENT PAUL D. CRAWFORD, CRD NUMBER 56750, MAINTAINED IN THE NORMAL
COURSE OF FINRA BUSINESS, TAKEN FROM ITS OFFICIAL FILES.

Cadi Uning_

Jéd} Young () 0

RUS Lead Analyst
Registration & Disclosure
FINRA
February 20, 2015
Date
&:l" . Investor ptotection. Market integrity. 9509 Xy West Avenue 240 )86 4242
Rocke e 1Asry's nd f 24073854837

208%1) 13y www finra g
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EXHIBIT 2
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Page 1
UNITED STATES SECURITIES AND EXCHANGE COMMISSION
In the Matter of: )
) File No. C-07672-A
BIXBY ENERGY SYSTEMS, INC. )

WITNESS: Paul Crawford

PAGES: 1 through 91

PLACE: U.S. Attorney's Office
300 South Fourth Street, Suite 600
Minneapolis, Minnesota

DATE: Wednesday, March 2, 2011

The above-entitled matter came on for hearing, pursuant

to notice, at 2:01 p.m.

SECURITIES & EXCHANGE COMMISS]
nﬁcaggo,y.

. P
e . .- “"-“T‘-.d =

CHICAGO REGIONAL OFFICE

Diversified Reporting Services, Inc.

(202) 467-~-9200
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Page 2 Page 4 E
1 APPEARANCES: 1 PROCLEDINGS d
2 2 MS. TA: We are on the record at it 2:01 p.an. on i
3 On Behaolf of the Securities and Exchange Commission: | 3 March 2,2011. '
q THU B. TA, ESQ. 4 Whercupon, ]
) CHARLES J. KERSTETTER, ESQ. 5 PAUL D. CRAWFORD it
6 Division of Enforcement 6 was called as a witness and, having been first duly '.
7 Securities and Exchange Commission 7 swom, was examined and testitied as follows: L
8 175 West Jackson Boulevard 8 {SEC Exhibit Nos. 3 and 4 were marked for "
9 Chicago, lllinois 60604 9 identilication.) g
10 10 EXAMINATION
11 On Behalf of the Witness: 11 BY MS. TA: i
12 F.CHET TAYLOR, ESQ. 12 Q Please state and spell your full name for the l
13 Taylor Law Ottice 13 record. %
14 800 LoSalle Avenue 14 A Paul, P-A-U-L, Denneut, D-E-N-N-E-T-T, Crawford, 2
15 Suite 2100 15 C-R-A-W-F-O-R-D. i
16 Minneapolis, Minnesota, 55402. 16 Q Mr. Crawford, my name is The Ta, and with me Is
17 17 C.J. Kerstetter.
18 18 A Ub-huh.
19 19 Q Weare both ottorneys with the Division of
20 20  Enforcement at the Securities and Exchange Commission, an
21 21.  we're both officers at the commission for the purposes of
22 22 this proceeding.
23 23 A Uh-huh.
24 24 Q Thisis an investigation by the United States H
25 25  Securities and Exchange Commission in the matter of Bixby “
Page 3 Page 5 :
1 CONTENTS 1 Energy Systems, Inc. to determine whether there hove been :
2  WITNESS EXAMINATION 2 violations of certain provisions of the federal securities t
3 Paul Crawford 4 3 haws. )
4 EXHIBITS: DESCRIPTION IDENTIFIED| 4 A Uh-huh,
5 3 Testimony Subpoena 4 5 Q Haowever, the facts developed in the investigati ¢
6 4 Document Subpoena 4 6  might constitute violations of other federal or state, civil ';
7 5 Background questionnaire 13 7 orcriminal laws, h‘
8 6 Bixby investor list ' 25 8 Prior to the opening of the record, | provided you ]
9 7 - y31,2006ait from Paul Crawford to 9 with s copy of.the Formal Stder of £57estigation In this
10 Dennis DeSender 3 10 mateer. It will be available for your examination during the |
11 8 Junc 5 fox from Joe Mooncy 10 11 course of this procceding.
12 Dennis DeSender 34 12 Mr. Crawford, have you had the opportunity to H
13 9 Feb. 24, 2006 PPM 37 13 review the Formal Order? i
14 10 Oct. 15,2007 PPM 38 14 A Yes. i
15 1 Aug. 15, 2008 Confidential PPM 38 15 Q Doyouhave any questions about it? 1
16 12 Form of Subscription Agreement 44 16 A No. ;
17 13 List of checks trom Bixby 49 17 Q Prior to the opening of the record, you were also r
18 14 E-mail exchange between Paul Crawlord & 13 provided with 2 copy of the Commission Suppl 1 i
19 JoAnn Walker 57 19 Information Form Number 1662, A copy of that notice has bee; ;
20 [ May 31, 2006 lener from Paul Crawlord to 20 marked ax Bixby Exhibit 1. Hlave you had the opportunity to i
21 Dennis DeSender 67 21 resd Commission Exhibit 1?
22 16 June 19, 2006 leuer from Paul Crawford 10 27 A Yes. H.
23 Dennis DeSender 78 23 Q And Jo you have any questions concerning this
2417 April 18,2005 letter from Paul Crawtord to 24 exbibie?
25 JoAnn Walker 30 25 A No. '

2

Presac s pa— ECELe T Iy

(Pages 2 to 5)
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-Page 6 Page 8

1 Q Mr. Crawford, you-have the right to be accompanied, | 1 your answer, just lct me know. And if you ever need to

2 vepresented and advised by counsel, Areyou representedby | 2 change an answer, Just let me know.

3 counsel today? 3 A Okay.

q A Yes. L] Q We'll provide you with the option to do both,

5 MS. TA: Would counsel please identify himself for 5 If you don't understand a question, please ask me

6  the record including your busi ddress and your teleph 6  torepeatit or rephrascit. If you answer any of my

7  pumber? 7 questions, [ will assume that you undcrstood what | was

8 MR. TAYLOR: First initia} F., middic naine Chet, 8  asking and are responding to what I said.

9  last name Taylor of the Taylor Law Office. My address is 800 9 A Okay,
10  LaSalle Avenue, Suvite 2100, Minncapolis, Minnesota, 55402. 10 Q Also, during testimony, we moy mark and show you
11 The business phone number is 612-372-4300. 11 certain exbibits such as Bixby Exhibit No. 1. After we're
12 MS. TA: Mr, Taylor, arc you representing 12 done reviewing and discussing the exhibits, I'll ask you to
13 Mr. Crawlord as his counsel today? 13 give them back to me.
14 MR. TAYLOR: lam. 14 A Yes.
15 MS. TA: And do you represenl anyone else in this 15 Q Do you understand all the information | just gave
16  matter? 16  you?
17 MR. TAYLOR: ]do not. 17 A Yes.
18 BY MS. TA: 18 Q Are you on any medication that would prevent you
19 Q Mr. Crawford, do you understand that the statutes 19 from providing complete and truthful testimony today? :
20 set forth in Exhibit No. I provide criminal penalties for 20 A No. :
21 knowingly providing false testimony or knowlngly using false{ 21 Q Arcyou awnrc of any other reason or circumstance F
22 d ts in tion with this investigation? 22 that would prevent you from providing complete and truthfuff
23 A Right 23 testimony? :
24 Q And do you understand that you may assert your 24 A No. :
25  rights under the Fifth Amendment to the Constitution and 25 Q 1 would like to go over first how you prepared for ?

Page 7 Page 9 hi

1 refuse to answer any questions which moy tend to incriminat 1 testimony todny. Have you done anything to prepare for i

2 you? 2 testimony today other than meeting with your attorney? ,

3 A Right. 3 A |'ve done nothing more than meet with the attomey. R

q Q Before we begin, I just wanted to go over the 4 Q Have you revicwed any materials or records in

S ground rules of how the testimony will proceed. S preparation for your testimony today?

6 A Okay. ) 6 A No, } have not,

7 Q Both C.J. and I will ask you questions. The 7 Q Have you spoken with anyone other than your

8 quglinns an_g yourresponses will be recorded verbatim by th¢ 8 attorncy about yousdppearagee-today? i

9~ reforter. EvErjthing said in this room will bé recorded’ 9 A"Ko Utherihan my . ’ N q
10  unless a member of the stafT instructs the reporter to gooff | 10 Q Have you spoken with anyone other than your
11 therccord, Only a member of the staff can nsk the reporter | 11 attorney about what your testimony will be? !
12 to go off the record, so if you would like to take a break at 12 A No. F:
13 any time, just let us know. 13 Q Mr. Crawford, | want to state that conversations ?
14 Because the testimony will be recorded, we ask that 14 that you've had with counsel may be privileged, so please :
15 you answer audibly and clearly. Please do not use physical | 15 understand that we do not wish to intrude on any other I}
16  gestures like nodding or shoking your head. And when 16  privileged communication during the course of our testhinony|
17 appropriate, please answer either yes or no rather than an 17 today. _
18 uvh-huhor an vh-uh -- 18 A Okay. X
19 A Okay. 19 Q tHave you ever testificd in any other investigation '
20 Q - assuch responses will make for an unclear 20 orinquirics by the commission or its staff? ;
21 record. 21 A No, I have not.
22 A Okay. 22 Q Have you ever heen indieted or convicted of a crime
23 Q Please wait for a question 1o be finished before 23 by state or federal authorities? £
24 answering, and | will also try to wait for you to finish 24 A Yes.
25 before asking another question, If you ever want to add to 25 Q Could you give us some details? }

D P e P e e BT T P~ s 2 2
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3 (Pages 6 to 9)
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MR. KERSTETTER: Did you ever seck 10 have your

Page 10 Page 12
1 A Well, in 1996, 1 was censured by the NASD. 1 license reinstated at any point?
2 MR. TAYLOR: Mr. Crawford, 1'd ask you 10 listen 2 THE WITNESS: No. 1didn'tseck o have it
3 carefully 10 the question. | belicve the question was 3 reinstated.
4 whether you were convicted of a erimne; is that correct? L] BY MS. TA:
5 BY MS. TA: S Q Have you ever been named as n defendant or
6 Q Right. Indicted or convicted of a crime by any 6  respondent In nny vction brought by the Securities and
7  state or federal authoritics. 7 Exchange Commission?
8 A Well, no, other than this with the NASD., 3 A No.
9 MR. KERSTETTER: To be honest, { think you've 9 Q Mr. Crawfourd, this copy of a subpoenu duted
10 anticipated a question or two down the road, so your answer | 10 February 7, 2011 has been marked as Bixby Exhibit No. 3,
11 to the actual conviction of a crimme is no. n A Uh-huh
12 THE WITNESS: No. 12 Q Did you receive a copy of the subpoena?
13 MR. KERSTETTER: But as long a5 you staned 13 A Yes
14 discussing it, why don't you tel) us about this NASD issue. 14 Q s this a copy uf the subpoena that you ore
15 THE WITNESS: The NASD issue | was cited for, there | 15 appearing pursuant to today?
16  wasno fine. There was no penaity. 1agreed to suspension 16 A Yes
17 of' my license for five yeurs. 17 Q Mr. Crawford, a subpoens requiring you to produce
18 BY MS. TA: 18 documents doted May 24, 2010 has been marked ss Bixby Exhiblt
19 Q And what was the conduct that was at issuc? 19 No.4, It also includes vn attschment that specifies the s
20 A It was selling unregistered securities. 20 documents that you were required to produce. DId you recelve 1
21 Q And what was the securities that you were selling? | 21 thissubpoena? b
22 A 1don't even remember in that panticulor instance, 22 A In May, yes. And | responded to it ‘
23 Q Wasit just one company? 23 Q Have you produced to the staff nlf documents called
24 A Itwas just one company. 24 for by the subpoena?
25 MR. KERSTETTER: Whal fiim were you working at at] 25 A Yes. {
Page 11 Page 13
1 thottime? 1 Q Can you describe the scarch that was conducted for
2 THE WITNESS: In 1996, | don't remember who the 2 thesubpocnaed documents?
3 company was ! had my license with. [ had -- | was with one 3 A The documents that were supplicd included copies of
‘4 company for quite a long time. I should have probably looked{ 4  checks, bank statements and so forth.
5  that up, but | can't remember the name of the compiny. 5 Q Did you conduct the scarch for the documents? !
6 MR. KERSTETTER: That's fine. We can probably lind| 6 A Yes. ::
7 that ? Q Did anyone assist you with the search for the :
8 THE WITI.‘NESS Yeah. ) 8 documents? - ey F
9 MR;EE?!STE{I&&'»YW said you worked for one 9 . A NO.. ecimmee—sin? SF f
10  company for a lengthy period of time. Was this the same 10 Q Have you withheld any documents requested by the %
11  company you were selling the securities from that resulted in | 11 subpoena based on a claim of privilege? "
12 the censure? 12 A No. §
13 THE WITNESS: Yes. [ had a securilies license 13 Q Have you withheld any of the documents requested by [
14 through 1996. 1 started Crawlord Capital in 1990. So up to 14 the subpoena for any other reason?
15 1996, | had a license with a - it's just, the nane escapes 15 A No. ;
16 mec. 16 Q Are there any documents or portions of documents
17 MR. TAYLOR: Just so the record is clear, is it the 17 responsive to the subpocna that were in your possession at 8
18 name of the company you worked for that escupes you or the | 18 prior time but were not provided because they were lost,
19  name ol the security you were selling? 19 destroyed or otherwise disposed of?
20 THE WITNESS: Oh, no. The security involved 2 20 A 1dont know. ;
21 company called O'Jay. 21 (SEC Exhibil No. 5 was inarked for
22 BY MS. TA: 22 identitication.)
23 Q The initials O? 23 Q Mr. Crawford, you were requested by the staif to
24 A O-J-A-Y. 24 complete n background questionnaire in advance of your i
25 25 (estimony today? .

17
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Page 14 Page 16|
1 A Yes. 1 Q And have you held any of these licenses in the tast o
2 Q Bixhy Exhibit S is » nine-poge document entitled 2 ten years? :
3 Background Qnestionnaire, and on the ninth page it's signed? 3 A No. “.
4 A Yes. 4 Q Whatis Crawford Capital Corp? r}l
5 Q s this the quest! ire you pleted pursuant to 5 A Crawtord Capital Corp is a company that works with ;
6 the staff’s request? 6 very early stage companics in assisting them in their _
7 A Yes. 7 planning for raising capital. .
8 Q And is that your signature on — 8 Q And when you say nssist in the planning for roising
9 A Yes. 9 capital, what exactly does that mean? !
10 Q -Page9? 10 A Well, I'm listed in the Minnesota city business as :
11 A Yes. 11  aventure capital finn.
12 Q But this is the questl ire that you pleted? 12 Q So do you try to find investors for early stage :
13 A Yes. 13 companics? 2
14 Q In response to Question 20 regarding prior 14 A Yes, )
15  proceedings, you ed that you were named ps o defendang 15 Q Do yourself Invest In these companies?
16  —actuslly, thot's what we covered with the NASD action, 16 A Yes.
17 correct? 17 Q And are you the owner of Crawford Capital Corp?
12 A Yes. 18 A Yes.
19 Q Were there any other actions brought by the NASDor | 19 Q Avetherce any other persons who have an ownership
20  any other stock exchange or state securitics agency? 20  interest?
21 A Yes. There wos -- going back 1o the ‘70, there 21 A No.
22 wasa-- | was working for IDS, and | had a situstion with 22 Q Is Crawford Capital Corp registered asn
23 thesiate. [|was suspended for 90 days. 23 hroker/deslcr or investment advisor?
24 Q What was the conduct involved there? 24 A No.
235 A You know something, | don't -~ oh, yes, 1 do. | 25 Q Isit registered in any capacity with the state of
Page 15 Page 17}
1  wascited for charging an advisory fee withoul an advisor's 1 Minnesota?
2 license. 2 A No. It's registered as a corporation in Minnesota.
3 Q Have there been any other actions by other state 3 Q Where is it located? i
4 securitles agencics — 4 A In Minneapolis over in what's called Southeast ‘
S A No, S Minnenpolis across the river. ¢
6 MR. TAYLOR: Mr. Crawford, | would just nsk you to 6 Q Could you give us the business address? é
7 wait until she finishes her questions betore you answer. 7 A 778 -- excusc me, 125 Main Street Southeast, Suite £
8 Thamkyou - 8 270, Minne;polis"sgl e e ;
9 7 FTHEWITNESS: Okay. 9 ‘Q"Wﬂ‘n‘l’i‘ﬁ'ﬁ‘e’fnploﬁiﬁ does it have? i
10 BY MS. TA: 10 A Nonc. o
11 Q In response to question number 27, your employment | 11 Q So you are the sole person at Crawford Capital ;
12  history, you disclosed that you've been employed with 12 Corp? é
13 Crawford Capital Corp from 1990 to the present; is that 13 A Right. "B
14 correct? 14 MR. KERSTETTER: And has that been consistent sinci%
15 A Yes. 15 1996? :
16 Q Have you been employed by any other persons or 16 THE WITNESS: Along the way, I've had employecs
17  entlties during the period from 1990 to the present? 17 going back to 1990. I'm also an entreprencur, and I've N
18 A No. 18 staned quite a few businesses, so ¥'ve had employees of ]
19 Q And you mentioned earlicr that you were previously | 19 other businesses, !
20 cmployed in the securities industry and held a securities 20 MR. KERSTETTER: Let's just say from about 2003 or :
21 license. What type of securitics license did you hold? 21 so forward, have you had any other employces at Crawford [
22 A Series7. 22 Capital? -
23 Q Anyothers? 23 THE WITNESS: No. i
24 A Insurance., And I've also been a licensed real 24 BY MS. TA: ;,
25 estatc broker in Minnesota. 25 Q Do you have other businesses that are active ni:,_ﬁ
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Page 18 Page 20 |:
1 A Yes. 1 A Well, what specifically -- why am ) involved with i
2 Q Wecan go over thuse later. Does Crawford Cupltal 2 Bixby? p
3 Corp sell uny Investmenty? 3 MR. KERSTETTER: Well, perhaps why don't we just 3
4 A Well, Crawford Capital docsn't really scit 4 stant with, when did you lirst leamn about Bixby? f
S invesiments. It works with companies, carly stage companies, 5 THE WITNESS: 1 leamed about Bixby 1 believe it
6  at the very earlies origins of componies. 6  was sometime in 2003. |
7 Q Does Crawlord Capital act as an advisor, an 7 BY MS. TA: :
8  Investment advisor? 8 Q From whom? \{
9 A No. 9 A You know, | get a jot of companies referved to me, i
10 Q Golng over the other companles that you talked 10  carly stage companies. 1can't remember specifically how | l(
11 nsbout owning, could you tell us which companies you own right/ 11 was refered to them, but | went lo a presentation meeting at
12 now? 12  their oftice in Rogers, Minnesota and met with Robert Wnlker,z
13 A Well, 1 have quite a few; although, | must suy none 13 aond | was attending 2 meeting. There were 3 lot of other E
14 of these have anything to do with Bixby. | have a company 14  investors present.
15  called LocaLloop thot 1'm part of the foundution of that 15 Q When you say a lot of other investors, were you
16  company, 16  attending the meeting as a prospective investor in the .
17 Q Could you spell chat? 17 company? !
18 A L-O-C-A-L-0-O-P. Ii's une word. 18 A Asa prospective investor, yes. ;
19 Q What does LocuLoop do? 19 Q And what does Bixby Energy Systems do? B
20 A They're in 4G communications in underserved areas. 20 A At that time, they were manufaciusing and in ;
21 Q And then your next company? 21 development and soon to release a very unique design of u X
22 A | mean, | intend to be cooperative, but | don't see 22 comstove. Com and wood pellet stove.
23 where this has anything 10 do with Bixby quite frankly. 23 Q When you say at the time —
24 MR. KERSTETTER: Well, maybe if you could just 24 A Well, the company actually was in the business of
25  generally tell us the types of busincsses you're involved 25  manufacturing stoves, these com stoves, at a time when there E
Page 19 Page 21
1 with. 1 wasa lot of interest in alternative energy and so forth, and
2 THE WITNESS: 1can tell you right now, my focus is 2 itappearcd to me they had a very unique design and that —
3  -I'mbothan mireprmeur. and | am a venture capitalist in 3 ond we saw a demonstration of the product. But that was the
4 working with early stage companies. ] being synonymous wilh‘ 4 original pursuit of the business, and it scemed to me they
S5  Crawford Capital. ) 5  were gathering traction, or their near tenn, getting traction
6 | have started scveral very successiul companies 6  on the stove busincss. They were also looking at other
7 . and I've had a lot of failures. And 1've raised money fora 7  slternative energy that evolved into another business, and
8  lot of early stage companics and F've had a lot of failures. 8 that's the conversion of coal through a heating process into
9 Myﬁcﬂ;‘; }ighr“n‘m:.all.un what 1 call my .9 a nonpollulinuu,mal’:;kir buifess today. The
10 entreprencurial side and it deals with 4G conununications in - | 10 stove business still exists for them, but it's not the !
11 whatis called SauSware, sofiware as a service, phone apps, 11 substantial prolit center that | had expected at the time :
12 that kind of stuft. 12 first looked at them.
13 Within that category, | have Localoop. | huvea 13 Q Who arc the people who run Blxby Energy Systems? {:
14 company callcd SaaSware Highway. | hove -- these are my 14 A [ don't know all the names. Bob Walker. And part |
15  companies or where I'm co-founder. | have a company called | 15 of the reason | was impressed with the technology at the :
16  MSA Fast Track Pro. | have another company called Sponts {16 beginning, | happen to own o Select Comfor bed and knew the [
17 Suucwue Online, and | have another company called Emnpathic| 17 whole history of that company, and Mr, Walker was the founder
18 Clinical Suites, and they are — most of these businesses arc 18 ofthat. So that had a bearing on my decision to enter into ‘
19 hercin Minnesota. Two of them are not. 19  abusiness relationship with him to raise capital for them. 4
20 BY MS. TA: 20 Q And for the record, what is Bob Walker 's :
21 Q Do you have ony other businesses that arc involved [21  relationship to Bixby? %
22 incapltal raising? 22 A 1think he's the CEO. :
23 A No. Wcll - no, | don't. 23 Q And you said when you first learned about the -
24 Q Let's move to yuestions nbout Bixby. Tell us about [ 24 company, you went to their site? '
25 Bixby Energy Systems. 25 A Yes. When they were in Rogers. They're not there \
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Page 22 Page 24 p
1 any more, but that's where they were on [lighway 101, i MR. KERSTETTER: Wcll, when did your business
2 Q Areyou currently employed by Bixby? 2 relationship with Bixby end or if it did. H
3 A No. ) 3 THE WITNESS: It ended in 2006. When | say it g
q Q Have you ever been employed by Bixby? 4 ended, Iinean, 1 still had conv with the conpany. E
5 A No, Other than, quote, as a consultant. S I'nan investor and sharcholder, and 1 get queries fromn my 5
6 Q So when were you employed as a consultant by the 6  people who i d in the pany as a result of my contact. %
7 company? 7 Soldo talk to them. ;
8 A ldon't know. It was somctime in 2004 [ think that 8 BY MS. TA: ‘
9  wehad a consulting agreement. 9 Q Hasanyone clse at Crawford Capital ever performed
10 MR. TAYLOR: Counsel, for clarification, are you 10  any services for Bixby?
11 using the word employed in the formal sense where he'sa W-2 11 A No.
12 employee or are you asking if he wos associated with? 12 MR, KERSTETTER: Becausc there is no ons else al
13 MS. TA: I you were associated with the company as |13 Crawford?
14 anindependent contractor. 14 THE WITNESS: There is no one else.
15 THE WITNESS: 1 was never an employee, yeah. 15 BY MS. TA:
16 BY MS. TA: 16 Q Well, through the years, you said there were the
17 Q So do you have a consulting agrecment with the 17 odd employees, correct?
18 company? 18 A Yes. Butthere has not been anyone involved with
19 A Not now I don't, 19 me who was doing what | do.
20 Q Do you have a copy of the previous consulting 20 Q Have you ever sold investments in Bixby to other
21  agreement? 21 persons?
22 A [lthink [ did. Andif]did, | think I sentyoua 22 A Towhat?
23 copyofthat. 23 Q To people.
24 Q Wedid not receive a copy of the consulting 24 A ldon't feel that | sold any investments. |
25  agreement in production. If you could find that - 25  referred people to the company.
Page 23 Page 25|t
1 A 1 willtry and find that. 1 had a problem some 1 Q And did you receive compensation for referring
2 yearsago, [ lost my hard drive on my compuler, so [ lost a 2 people to the company?
3 lotof filcs back then, but I'll see if | can find that. 3 A Well, I received compensation which | dered
4 Q And did you ever receive an IRS Form 1099 from the | ¢ were finder’s fees. :
S company for your cons.ulling? 5 Q And when you originally talk ahout the consulting
6 A Yes. 6 agreement, who did you enter Into the consulting agreement
? Q Do you have copies of those? 7 with? J,-i
8 A donll:nv: copies of .the 1099s, but | did forward n A With Bob Walkey. PENa 5
9 7 alPilic copies 5TThetks that I received. - 9 * “BMIR"RERSTETTER: PeifBnally or with Bixby Enengy g
10 Q Do you hove anything else In writing thal would 10 Sysiems? :
11 document your business relationship with Bixby? il " THE WITNESS: With Bixby Energy Systems, but he was §
12 A Other than that, that would be it 12 the signer.
13 MR. KERSTETTER: For what period of time did the 13 (SEC Exhibit No. 6 was marked for H
14 consulting agreement run? 14 identification.)
15 THE WITNESS: It was for the period of 2004, 15 Q Mr. Crawford, Bixby Exhibit 6 is a rwo-page J
16 Whether it was extended beyond that, | don't know. ITit 16 document with hate stamp numbering CCC 000) and CCC 0002. Oné.
17  did, it probably might have includcd 2005. 17 top it says Bixhy Investor List. Do you recognize this E‘
18 MR. KERSTETTER: Was it extended in writing or was | 18 document? ]
19 this an oral extension? 19 A Yes ‘
20 THE WITNESS: I'in pretty surc [ had a deal in 20 Q Whatisit? i
21 writing with thein. ) | A This is a list I gave you of the investors in 2003 :
22 MR. KERSTETTER: For 2004? 22 and 2005 and '06 and the imber of shares that they acquired. g
23 THE WITNESS: For 2004. Whether it was cxtended by | 23 Q And did you prepare this document? i
24 paper agreement into 2005 , I'in not clear on that. | don't 2 A Yes. | did. :
25  remember 25 Q Did anyonc assist you In preparing the document?
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Page 26 Page 28 p
1 A No. 1 also signing statements that they are accredited. $
2 Q Whatis your relationship with these investors 2 BY MS. TA:
3 listed in the document in Exhibit 67 3 Q Did you introduce Bixby to any prospective
1 A They're people who are what ] call clients of mine 4 Investors who are not named In Exhibit 6?
S orhigh net wonth individuals who are interesied in investing 5 A The answer to that is | Idn't know, | 1dn't
€  in carly stage companies. 6  know. Not 100 percent of everyone | ever referred to Bixby ;
? Q So did you offer Bixby investments to the persons 7 were 100 percent participating in the investmeni. ‘;
8  on thislist? 8 Q Do you have a list of all your pool of high net ’
9 A These people did attend meelings at Bixby and 9 worth individuals? H
10  invested in the company, yes. 10 A Do ) have a list of all iny high net worth ;i
1l MR. KERSTETTER: How did they [ind out about these{ 11 individuals? Yes. ]
12 mectings? 12 Q And would you have introduced 2ll of those high net }
13 THE WITNESS: Through me. As | said, | was 13 worth individuals In the opportunily to invest in Bixby? i
14 referring these people to the company, and these are people | 14 A No. N
15 who subsequently invested. 15 Q 1o did you select which individuals - §
16 MR. KERSTETTER: And how did you find these 16 A Well, firstof all, some of the gaople on that list ﬁ
17  panticular pcople? 17  today are since the Bixby -- since the 2003, '04, *05, ‘06, .
18 THE WITNESS: The vast majority of them are people | 18 So no, they were never offered the opportunity to participate {
19 who are in my pool of high nct worth individuals. 19  inthat investment. !
20 BY MS. TA: 20 Q I'msorry, 1 didn't understand. 4
21 Q What do you mean by your pool of high net worth |21 A lthink what you're asking me is why didn't | give
22 individuals? 22 youmy entite investor list?
23 A Well, they're people who respect iny vision and are 23 Q Right
249 willing to risk capital investing in early stage companies. 24 A Because that's not what was asked for. This just
25 Q But where do you meet these people? 25  deals with Bixby. It's samething | would not be comfortable
Page 27 Page 29 [t
1 A Where do | meet them? | meet then a1 my office 1 with.
2 or-- 2 MR. KERSTETTER: Well, | think maybe what she wos [}
3 MR. KERSTETTER: Maybea béﬂcr way to phrase it 3 getting at Is why did you make & decision to talk about Bixby :
4 is, how did you accumulate this pool of high net worth 4 with certoin of your clients and not others? How did you ,
5  individuals? S make that decislon?
6 THE WITNESS: Well, I've been in the investment 6 THE WITNESS: Well, panicularly very early on, | .
7 business for over 40 years. So it's from iy entile career in 7 was very impressed with Bob Walker, and the whole idea in
8  the invesiment.business starting in 1969. So that's - not 8 alternative cnergy was hot. nnd 1 will say }1 the time, it ;
9 .allof therz:fﬁtﬂ many pigfem are ongoing and continuing -9  wospvery wdkwwul.mmlmem w'oxtumly by the people »
10 clients of mine. 10 [suggesied it to. %
11 BY MS. TA: 11 MR. KERSTETTER: How did the change come about from i
12 Q So are these former brokerage clients of yours? 12 your Initlal meeting when you went 1o Bixby as a prospective
13 A Yes. Some of thein go back 10 the period when I was | 13 investor 1o this consulting type relationship? How did that
14 obroker. 14 come abom?
15 MR. KERSTETTER: When you say high net worth 15 THE WITNESS: Well, after 2003, Bob Walker called
16  individuals, how do you detine that? 16 e and came down 10 my office, and that's when | decided 10 [‘
17 THE WITNESS: Of a1 least a million dollar net 17 sign a consulling ogreement with him 1o move forward and )
18 worth, caming between 200 and 300,000 dollars a year. And | 18 raise money for thein, f‘
19 people who understand the risks of investing in early stage 19 MR. KERSTETTER: So you were an investor by that ’
20  companies. 20 time? ;
21 MR. KERSTETTER: And did these people ever fill out | 21 THE WITNESS: Yes. :
22 financial forms for you or somnething that would otest to 22 MR. KERSTETTER: How did Mr. Walker find outyou |
23 their net wonth or eamings, that sort of thing? 23 were in the business of locating lunds? ‘:
24 THE WITNESS: No. But you know when your people | 24 THE WITNESS: Because | hod been in his meetings, :
25  asequalified, and of cowrse, in making invesiments, they're 25  and because | subsequmﬂy referred some of' my clients there
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Page 30 Page 32
1 who subsequently hecame investors, When you're in the 1 that e-mall with your signature?
2 investinent business working with carly stage companies, you | 2 A No. 1jusi don't remember is.
3 never have to go find deals to raise money for. They find 3 Q Okay. 1 understand, The c-mail contains the
4 you2010 | of what the opportunitics arc. There is no 4 following sentence: “"We will also discuss a New York hedge
5 place, no place here in the Twin Cities for anyone to go to 5 fund that may be interested in participating In your next
6 to find the critical early, very early money, ond | wish | 6  major round.” What is the New York hedge fund that you werf
7 could cover all of the companies that | have here. We'd be 7 referring to?
8  here for 2 long time. It's a vital function having someone 8 A absolutely don't ber. | ber the — but
9 like meto go to that can raise capital for early stege 9  ldon't remember what the hedge fund wos. They never did
10  companies. ’ 10 come visit the company, but 1 did have discussions with them,
11 MR. KERSTETTER: So when your clienis spoke to 11 but ] absoluiely don't remember who it was.
12 Mr. Walker or wrote to Mr. Walker, woul!d they tell them that | 12 Q So they did not Javest in Bixby to your knowledge?
13 I'maclient of Mr, Crawlord, something like that? 13 A No.
14 THE WITNESS: Well, generally if they were 14 MR, KERSTETTER: Well, first of all, who is Dennis
13 interested, then | would talk to Mr. Walker, and we'd onmnge | 15 DeSender.
16  to have an investor presentation meeting. And they would be | 16 THE WITNESS: Dennis DeSender was an outside
17  introduced the same as | wes. 17 cmployee who I belicve his background is financial,
18 BY MS. TA: 18 MR. KERSTETTER: Whal was his relationship with
19 Q So Mr. Walker approached you about entering into | 19 Bixby as far as you knew?
20 the consulting agreement? 20 THE WITNESS: As a consultent on financiol issues |
21 A Right. 21 guess. Like maybe an ovtsousce CFO.
22 Q And were all your clients Minuesota residents? 22 MR. KERSTETTER: Do you know if he was in the
23 A No. The vast majority are, but many of them 23 business of finding investors for the company?
24 aren't. There's a lot of high worth net individuals who are 24 THE WITNESS: [ don't know what his role was at
25  from Minnesota but are no longer citizens here. 25  Bixby. He'sstill at Bixby.
Page 31 Page 33
1 MR, KERSTETTER: Winters wear on you after awhile? b3 MR. KERSTETTER: Did you have meetings with
2 THE WITNESS: Yeah, it docs. But also the tax 2 Mr. DeSender?
3 climate is conducive to living in states that don't have a 3 THE WITNESS: | have had meetings with
4 high incomne tax. 4 Mr. DeSender?
5 MR. KERSTETTER: Your initial investment in Bixby, 5 MR, KERSTETTER: On what sorts of topics?
6  about how much did you invest? 6 THE WITNESS: Generally about the raising money for
1 THE WITNESS: About 20,000 7 thecompany. Idon't reanember if there was anything else.
k] .4:SMR' KERS‘FSTTER: And that was in about 2003? 8 Or geiting updales ofgvhat's ggfng-on in the company. )
o™ S THEWFRESS: 2003 SR o - VMRS
10 MR. KERSTETTER: Did you inake any subscquent 10 Q Sois he your primary contact person for the
11 in in the company? 11 company?
12 THE WITNESS: No. 12 A No. Except the reason for this communication was
13 (SEC Exhibit No. 7 was marked for 13 tidying up some loosc ends on whatever that funding round was
4 identification,) 14 which was-- | gucss that was the end of that funding round
iS5 BY MS. TA: 15 in2006.
16 Q Mr. Crawford, I'm showing you what's been marked ns | 16 MR. KERSTETTER: And Rollic Stinski and Dick Peiry?
17 Bixby Exhibit No. 7, and it purports to be an e-msi! from 17 THE WITNESS: In fact, they should be on my list, - ;
12 Paul Crawford to Dennis DeSender dated May 31, 2006. Do yog 18 MR. KERSTETTER: Are they clients of yours? {
19 recognize this exhibit? 19 THE WITNESS: Yes. Rollie Stinski is right there
20 A [ don remember this, no. 20  end Dick Perry, he should be here some place. Yeah, he's
2 Q s that your e-mall address in 2006? 21 Richard Perry.
2z A Yes. 22 MR.TAYLOR: For the record, the witness is d
23 Q Did anyone clse have access to your e-mail account? 23 relewing to Bixby Exhibit 6,
24 A No. 24 MR.KERSTETTER: So what are the two checks that
25 Q Could you think of anyone clse who may have sent 25 you're referring to there
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Page 34 Page 36
1 THE WITNESS: | believe those were the cliccks from 1 investors for Bixby?
2 Dick Perry and Stinski. | don't nemember the details of’ 2 THE WITNESS: No. No, I'm not. He may have
3 thau 3 referred some people to me, but | don't know that that's the
4 MR. KERSTETTER: Would it be their investments in 4 case. Buthe may have referred some people to e similar 1o
5  the company? S this here. But ] don't know this panicular person.
6 THE WITNESS: 1 guess it wos, yeah, 6 BY MS. TA; .
? BY MS. TA: 7 Q What materials about the company did you provide to §
8 Q Did you receive any compensation from your clients? 8  yourclients? What information about Bixby did you provldc;
9 A No. 9  to your cllents? :
10 {SEC Exhibit No. 8 was marked for 10 A Well, generally | asked the company to send out
11 identification.) 11 prospectuses to them. There may have been occasions where | ;
12 BY MS. TA: 12 handed them prospectuses, but a majority ol thein were sent 7
13 Q Mr. Crawford, Exhibit 8 is a copy of a fax cover 13 out by the company. ;
14 shect with Crawford Capital Agency's letterhead doted June § 14 Q When you say prospectuses, do you mean the private 4
15  from Joe Mooney to Dennis DeSender. Do you recognize this| 15  placement memoranda?
16  document? 16 A Yes.
17 A No, | don't. 17 MR. KERSTETTER: Any other materials?
18 Q Isthisa fax cover sheet for your company? 18 THE WITNESS: You know, there's news articles, b
19 A Yes,itis. 19  corporate relcases, that kind of stuft. But that Kind of - :
20 Q And who Is Joe Moeney? 20  some of that information may have been at the time they're
21 A Joe Mooney was warking with me for about a year. | 21 looking at the investnent. And then subsequently if there's
22 knew him from back in my earlier days in the investment 22 anannouncemeni or somcthing, they also for quite awhile bad ;
23 business. He was involved with a company that | helped raise 23 anewsletter that they were sending out, and then they were E
24  money for. And he actually just wanted to have a desk in iny 24 doing it by e-mail, but they haven't been doing that since E
25  office. He had sold his business and $o -- but he was not 25  sometime last year. E
Page 35 Page 37 Z
1  involved in the fundraising side of iny business. Thisis 1 BY MS. TA:
2 probably somebody he referred. 2 Q So you obtained these materials to recommend the [
3 Q 1believe it reads, "Ira Ehrenprels of Technology 3 company? :
4 Partners would like a call on Bixby." 4 A Yeah., Orsometimes | find — | do a lot of reading ,
S A Ob. Well, | don't know who Irs whatever is. S5  and | find stufTon line.
6 Q Did Mr. Mooney have any involvement with Bixby? 6 (SEC Exhibit No. 9 was marked for
? A No. 7 identification.) 4
8 Q Do you know why he would have been sending 8 Q Exhibit 9 is a copy of a Privatg, Placement E
9 Mr Dcﬁeqﬁ‘.?;fa;@wnﬁby? . ' .. ) Mcmorandmw;ll;:e on:'f.r? second page, dated
10 A Well_I think that speaks for itsclf. But other 10  February 24, 2006. :
11 than that, you'd have to speak to Mr. Mooney. 11 A Uh-huh, )
12 Q And do you know an Ira Ehrenpreis? 12 Q Do you recagnize this exhibit, Mr. Crawford? 4
13 A No. 13 A It appears to be the oftering docuiment from 2006. t
14 Q Do you know a Technology Partners? 14 Q Did you provide your clients with this exhibit? i
15 A No. 15 A Probably the docuients were provided to them by the
16 MR. KERSTETTER: Do you know where Mr. Mooney is | 16 company. Most of'the investment's investors who invested in 3
17 today? 17 this were in that period of 2004 and '05. There may have,
18 THE WITNESS: He's here in the Twin Cities. | 18 been some in 2006, but | think the majority were in 2004 and '
19 don't know what his address is. 19 05, . :
20 MR. KERSTETTER: When is the last time you had any | 20 Q So did you purchase any investments pursuant to ‘
21 kind of business dealings with him? 21 this exhibit? é
22 THE WITNESS: Probably five or six years ago. He 22 A No. |invested in the round that preceded this. f
23 has some other businesses he's involved in. That'sall | 23 Q Do you know wlho prepared Exhibit 9? 2
24 know. 24 A No, I do nol.
25 MR. KERSTETTER: Were you ever aware of him finding| 25 Q And do you know if any of your clicents purchased :
B e e T L e e T P Iy P 3 2 Y e e T T e T ey fr e et e et
10 (Pages 34 to 37)



4

CASE 0:11-cv-03656-JNE-JJK Document 166-1 Filed 09/17/15 Page 22 of 120

T Te e

=

Page 38 Page 40
1 sharesin Bixby pursuant to Exhibit 97 1 A That one ) don't remember.
2 A 1 can't specily which particular offering these 2 Q Mr. Crawford, Exhibit 11 you'll see on the second
3 people posticipated in, but probably some of them 3 poge has Confidentin) Private ] Memoranda for Warrant)
4 participaled in this round. 4 Exerclse Initiative dated August 15, 2008?
S {SEC Exhibit Nos. 10 and 1) were inarked for S A Uh-huh.
6 identificotion.)} 6 Q It's slso bate stamped CCC 0152 en the first page,
i Q Mr. Crawlord, Exhibit 10 is a Private Placement 7 and it was produced by you pursuant to the document subpoena
% Memorando for Bixby Energy Systems dated October 15,2007, 8  thutis Exhibit 4 in this matter. Do you recognize Exhibit
9 Do you recognize Exhibit 107 7 nz
10 A 1don't know that | have scen this one. [ did send 10 A Yes. Ireceived that as a warrant holder.
11  inthe - | believe when | sent in the informavion requested, 11 Q Did you provide Exhibit 11 to any of your clients? H
12 ) sent in some copies of some offering documents, but T don't 12 A No
13 think it was this one. 13 Q Did any of your clients purchase any warrants ﬁ
14 Q It's actually marked with bate stamp on the first 14 pursuant fo Exhibit 11? f
15  pageis CCC 0087, 15 A Tote!l you the truth, 1 wouldn't know. 1don’s E
16 A Right. [don't know whether | recognize this one 16  know ifany of them did or not. | assume some did. :
17 ornot to be honest with you, 17 Q So when you were keeping truck of your clients’
18 Q Do you know if you provided this exhibit to any of 18 in ts — you loned enrlier that you try o keep
19 yourchents? 19 track of your clients® Investments? Wouldn't you have a
20 A Again, I wouldn't know. [would not know on that 20 r-ecocd of whether they purchased -
21 one. 21 A No. I would not have had a record of that.
22 MR. KERSTETTER: Do you keep correspondence files 22 MR. KERSTETTER: Why noi? Were these investments
23 with yourclients ~ . 23 ones you were nol involved with?
24 THE WITNESS: No. 24 THE WITNESS: 1was not involved with any of those
25 MR. KERSTETTER: - or anythiny along those lines? 25  investments, so therefore, [ had no reason lo keep track of
Page 39 Page 41
1 THE WITNESS: No. 1don't keep comrespondence 1 them,
2 files. I don't keep copies of subscription agreements or any 2 MR. KERSTETTER: So | take it at some point in
3 ofthat. Idokeep a list of clients and try and keep track 3 between Exhibit 10 and Exbibit ) [, your business relationship
4 of the various investments thal they may have. 4 with Bixby ceased? Is that fair to say?
5 MR. KERSTETTER: And how did you do that? 5 THE WITNESS: | would say it's fair to say. |
6 THE WITNESS: In the names of the clients or in the 6 would add that my philosophy on warrants has always been, it
7  --such as this, for example, if | wonted lo check out what 7 makes no sense (0 exercise a warrant unless there is a
8 ani JW;_Slol' hns mB:xby 1 would go back to my spmdsheet 8 liquidating evenl. ras -, N
9~ o, AL : 9 ~ AT TEPITIE that, v’ui'en you have 3 warrant, Tl
10 - MR.KERSTETTER: Aund just for the record, you're 10 tiere's no risk until you buy it. And to buy itevenata %
11 refeming to exhibit — 11 substantial discount, if that's your reason for daing it, if f
12 THE WITNESS: Yes, Exhibit 1. 1and 2. 12 there's no liquidating event, you're making a mistake, So 1 ;
13 MS, TA: Exhibit 6 [ belicve. 13 just philosophically | would not recomnmend new clients that "
14 THE WITNESS: Oh, Exhibit 6, I'm sony. Yeah. 14 they exercise a warrant that is not close to a knowing 3:
15 MR. KERSTETTER: So yau would basically kecp trac 15 liquidating event. 4
16  of'theclient’s name and how much they've invested in a 16 MR.KERSTETTER: So you never recommended that an ]
17 particular entity? 17 of your clients purchase these warrants? - »E
18 THE WITNESS: Right, 18 THE WITNESS: [ would never do that,
19 MR. KERSTETTER: That sost of thing? 19 MR. KERSTETTER: Butdid you pcrsonally buy soine of
20 THE WITNESS: Right, right. 20  thesc warrants?
2% BY MS. TA: 21 THE WITNESS: No.
22 Q Did you keep record of when they invested? 22 MR. KERSTETTER: I'm sorry, maybe I misheard you,
23 A No. 23 THE WITNESS: 1| said no.
24 Q Did any of your clients purchnse shares of Bixby 24 MR. KERSTETTER: | understand that one, but maybe |
25  pursuant to Bixby Exhibit 10? 25 nisheard you earlier. | thought you said you got Exhibit 11
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1 asa warrant holder, 1 A No. | don't have anything -- | mean, other than
2 THE WITNESS: Yes. As a warran! holder, yes. | 2 what | sent you, | think that's it t
3 had warrants and | received that and | did not pick up that 3 Q Did your clients purchase shares in Bixby in any 5
4  discount option. 4 other offerings other than the three that are covered by :
5 MR. KERSTETTER: So your initial invesiment with S Exhibits 9,10 and 117 f
6  the company was for $20,000 worth of stock? 6 A | don't think ony of' my clients have invested in 1
7 THE WITNESS: Yes. 7  any additional Bixby since these. They may have, bul if they £
8 MR, KERSTETTER: And then at some point alter that, 8  did, I don't know about it. i
9  did you purchase warrants? 9 Q But they probably invested pursuant to Private B
10 THE WITNESS: No. The warrants came about from — 10  Placement Memoranda that predates these?
11 it wos part of the finder’s compensation. 11 A Yes.
12 MR. KERSTETTER: | sce. And then geuting back to 12 Q But you don't have copics of those PPM's?
13 Exhibit 6 again, the Jist of your clients? 13 A Whatever you have from me is what | had.
14 THE WITNESS: Uh-buh. 14 (SEC Exhibit No. 12 was markcd for
15 MR. KERSTETTER: How would you know how much your] 15 identitication.)
16  clients had investied in any parlicular entity? 16 Q Mr. Crawford, Exhibit 12 purports to be Exhibit A
17 THE WITNESS: 1don't know what you mean. 17 toa PPM. It's a Form of Subscription Agreement Letter of
18 MR. KERSTETTER: Well, I guess how did you get the 18  lnvesiment Intent and Lock-Up.
19  exact numbers? Did your clienis tell you, oh, yes | 19 A Uh-huh,
20 invested -- 20 Q Andit's a blank form. Do you recognize this
21 THE WITNESS: Oh, yeah. Well, when they made the 21 cxhibit?
22 decision 10 make the invesiment, then | knew what they were 22 A Yes.
23 investing, and [ was keeping truck of it 23 Q Whatisit? H
24 MR. KERSTETTER: | guess that's what | was getting 24 A s a Letter of Investment Intent and Lock-Up.
25  al How did you get that information to keep track of it? 25 Q Andwhat isitfor? d
Page 43 Page 45
1 Did you get it from Bixby? Did you get it Irom your clients? 1 A For Bixby. f
2 THE WITNESS: Wecll, from my knowledge of what was 2 Q Did you provide this form to prospective investors? i
3 going on with the client. 3 A What is the timing of this one? ;
4 MR. KERSTETTER: I'm sorry, | didn't catch that q Q Or 1 guess Jet me rephrase the guestion. Did you ;
5 lastpan. 5  provide a similar form? Would you have provided similar L!
6 THE WITNESS: From my knowledge of what wasgoing | 6  forms to your clients? }
7 on with the client. 7 A Whatever was included as a subscription agreement "
8 BY MS, TA: . 8 with any of the offerings that | was assogiated wilh, yes, :
9 Q éo@ﬁ yaurslignts have to go through you to .9  theyhada fomamhnnaum:- subs@tion agreement. ‘
10  purchase shares In Bixby? 10 Q And did you ever assist your clients with :
11 A No. They would purchase them directly from Bixby. 11  completing the subscription agreements?
12 Q And then inform you that they purchased shares in 12 A No. :
13 Bixby? 13 Q Did you cver complete any subseription agreementy
14 A Yes. 14 onbehalf of your clients?
15 Q Or did Bixby tell you when your clients purchased 15 A No, :
16  sharcs from Bixby? 16 Q Ifyou look at the form on the second page, -E
17 A Well, ] knew when -- | knew when every investor was 17 Paragroph 7, did you ever sell investments in Bixby to :
18  making investinent in Bixby. 18 persons who did not qualify as accredited investors?
19 Q Because they were telling you or because Bixby was 19 A No. i
20 telling you? 20 Q Were any of your clients ever -- did any of your }
21 A Because they were telling me. 21 clients not qualify as accredited investors? ‘
22 Q So your clients would tell you? 22 A As far as | know, all of' my clients qualitied as
23 A Yes. 23 accredited investors 1o the best of my knowledge. ’
24 Q Do you have any other Private Placement Memoranda} 24 Q Did you ever show prospective investors any videos |-
25 from Bixby? 25  about the company? ‘

12 (Pages 42 to 45)

EEC T oy

e e ot ewiid TR AN = A ey



CASE 0:11-cv-03656-JNE-JJK Document 166-1 Filed 09/17/15 Page 24 of 120

Page 46 Page 48|

1 A Theonly videos I ever had, there were some videos 1 referving to? E
2 ofthe stove, vidcos of the stove, stuff like that, that was 2 A Their PPMs. ;
3 produced by the company. | may have shown that to investors. 3 MR. KERSTETTER: Did anyone from Bixby cver supply |
4 Similarly of their coal vitrification system, So whatever 4 you with any financinls of the company? .;
S swifthat was provided by the company. S TIE WITNESS: Yes. \
6 Q And where would you have shown these videos? 6 MR. KERSTETTER: Who was that?
7 A I 1'm showing thew, it would be in my office. 1t ? THE WITNESS: And there were financials in the
8  would be on my monilor. 8  documents.
9 Q And did yon show them to individupl clients, or did 9 MR. KERSTETTER: In the PPMs?

10 you have big screenings for 2 large number of your chents to | 10 THE WITNESS: Yes.

11 watch videos? 11 MR, KERSTETTER: Beyond what's provided in the

12 A WNo, Idon't recall that | did. The compeny also 12 PPMs, did you receive any other types of financials?

13 passcd that stuff out to clicnts. ) inean, they had videos 13 THE WITNESS: No. i

14 thatthey gave to people. 14 BY MS. TA: d

15 Q But when you showed the videos in your office. 15 Q Have any of your clients ever lodged nny complaints

16 A You're asking me if [ did? 1could have. I'm not 16  about Bixby to you?

17 100 percent certain | did, And if] did, it would be in my 17 A No,

18  office. I don't have a laptop, so it would have to be in my 18 Q And did you ever discuss the risks and returns or

19 office. 19 potential returns of the Bixby investments with your clients?

20 Q Have you ever watched the videos? 20 A Yes. ' F

21 A Yes. 21 Q What did you tell them? ?

22 Q Can you describe them? 22 A It's a high risk investment. it's an early stage ‘

23 A Well, the videos that | reimcmber on the stove was 23 company. There arc always risks.

24 on the various features of their stove. And on the 24 Q And did you tell your clients anything about the

25  vitrification system, it's just actually photographs of their 25 use of investor procceds? ;

Page 47 Page 49%

1 system and -- no, | saw a video of their system in operation, 1 A ldon't recall that | ever got into the source and
2 Their test system for their vitrification system, 2 useoffunds.
3 MR. TAYLOR: Counsel, conld [ take & couple minute 3 Q And did you ever receive investor funds from your 5
4  break? 4 clients?
5 MR, KERSTETTER: Sure. 5 A Did | ever receive investor funds? E
6 (A brief recess was taken.) 6 Q Right. M
7 ‘BY MS. TA: 7 A The answer isnost of the lime, the investors
] 9 'r B:'ek :n tharecord at 3:14, Mr, Crawford, did you 8  conducled their busingss dnwcy,twith the company.
9 ™ ¢ver condubt T EEcment seminars or workshops about Bixby3 9 Appmmﬁmm where | was delivering

10 A No. 10 checks made out to the company.

11 Q Did you ever conduct any due diligence regarding 1i Q Could you give us an estimate of how often?

12 the compony? 12 A Very, very seldom. In facy, | wasn't ever aware

13 A Atthe very early stage of the comnpany, | did due 13 until | sow the e-mail that you gave me.

14 diligence simply on the technology. 4 MR, KERSTETTER: You're referring to Exhibit 8?

15 Q When you say early stnge, could you give us o year? | 15 THE WITNESS: No, Exhibit 7,

16 A That would have been 2003. 16 BY MS. TA:

17 Q And what did you do? 17 Q How much money have yoor clients invested in Bixby?

18 A Well, for one thing, | went to store a like Hearth 12 A The figure would be -+

19  and Howne and discussed com and wond pellet stoves to gain 19 Q You're currently referring to Exhibit 67

20  soime measure of the market. And we did some other research | 20 A Yes. Fairto say it's scveral million dollars.

21 on line, and it scemed like a good market. 21 (SEC Exhibit No. 13 was marked for

22 Q And did you cver review Bixby's business plans? 22 idemification.}

23 A The only thing | reviewed was what they had in 23 Q Mr. Crowford, I'm showing yon what's been marked as 7

24 their documents. 24 Bixby Exhibit 13, 1t's a three-page document. Do you

25 Q When you say "their documents,” what are you 25 reeognize Exhibit 137
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Page 50 Page 52 ;
1 A VYes. . 1 MR. KERSTETTER: The last page ol Exhibit 13, B
2 Q Whatisit? 2 there's a series of entrics that ] assume is short for bill :
3 A These are a list of checks from Bixby made out to 3 poyment, check and bilt. Did you subinit bills 1o Bixby? §
4 Crawford Capital and one inade out to me. 4 THE WITNESS: Yes, !
5 Q Aud who prepared Exhibit 13? 5 MR. KERSTETTER: And how would you do tha? !
6 A 1believe | sent this to you. 6 THE WITNESS: | would submit them under our i
7 Q But did you creste the document? 7 consulting agrecment. f
8 A Ifthis is not the document that 1 prepared, then 8 BY MS. TA: 4‘
9 it's the document sismilar to the ene | prepared that | sent 9 Q Do you huve copies of uny of these bills? }
10 toyou ) 10 A Youknow, 1 don't think 1 did. ’;
11 Q Well, this is the document that you sent to me. 11 Q You don't think you did? t
12 A Okay. 12 A 1don"t think | made copics. | would make up on 3
13 Q Somy questlon Is: Did you create this document? 13 invoice ond deliver it. 'i
14 A Yes. 19 Q Did you make It on s computer? §
15 Q The tag line on top of the document Indicates that 15 A Yes. But ] would use one lemplate and then -- so 3
16 1t wns -~ it hos the date 06/22/2010. 16  change it from the next monih and so forth. ‘ é
17 A Uh-huh. 1? MR. KERSTETTER: How would you know what amount (o§
18 Q Isthat the date you prepored this document? 18  put in those particular bills you were sending 1o Bixby? f
19 A 1 may have gotten this from Bixby too. I'm not 19 THE WITNESS: Wel, based on the agreement of the !i
20 sure. : - 20 lees, the finder's fees. 5
21 MR. KERSTETTER: I'm not an expert on this kind of 21 MR. KERSTETTER: And wha was that egreement? é
22 stoff, butit looks like it might be a Quick Books document? 22 THE WITNESS: 10 pereent.
23 Do you have a copy of Quick Books or do you use Quick Books?] 23 MR. KERSTETTER: Of what?
24 THE WITNESS: 1 do use Quick Books, but | was not 24 THE WITNESS: Of what the investor had invested.
25  using Quick Books at the timne these checks were issued. 25 MR. KERSTETTER: Would be compensation from Bixby
Page 51 Page 53
1 BY MS. TA: 1 toyou?
2 Q Do you recnil asking Bixby for documents in 2 THE WITNESS: Uh-huh.
3 resp to the subp that you - 3 MR. KERSTETTER: I'm not sure if that shows up. We
4 A 1don't remember. 4 needayesorano. }
5 MR. KERSTETTER: Was Bixby in the habit of sending] 5 THE WITNESS: Yes. z'
6  you documents of this type? 6 MR. KERSTETTER: So | understend that that
7 THE WITNESS: What was the {iyst question? 7 represents L0 pereent of what your clients had Invested in f
8 MR. KERSTETTER: Sure. I'll venture something 8  Bixby, but how would you actually get that numnber? How woukﬁ
9 like, was g{i{}?'ln mew;uﬁmg!ing docuinents of this _9  youknow ngmp?mn Ngi_o:gnber 15, 2006, your '
10 typeto you? 10 investors had put in $17,500? §
11 THE WITNESS: The answer 1o that is | dou't think 11 THE WITNESS: Based on the information § had, l
12 that they were in the babit of doing that. 12 that's what the invoice was made out for.
13 MR. KERSTETTER: Did they as far as you know? 13 MR. KERSTETTER: Right. And once again, | guess q
14 THE WITNESS: | don't recall whether they did, but 14 we're geting back to questions | was asking you earlier, i
15  lassume | got this -- | asked thetn to check their records 15 How did you get that number though? How would you know thef
16  and give me this. ’ 16  that was the correct number at that time? !
17 MR. KERSTETTER: And what makes you say that? 17 THE WITNES§: Because § knew what the total of the z
18 THE WITNESS: Because it's - it looks -- }'i not 18  investments were. 3
13 100 percent certain that | prepared it. 19 MR. KERSTETTER: Okay. How did you find out about
20 BY MS. TA: 20  thet though? Did Bixby il you that in the last month ten 5
21 Q Does Exhibit 13 reflect all the payments made by 21 ofyour clients had invested X amount? 4
22 Bixby to you? 22 THE WITNESS: No. | knew Jrom the clients. :
23 A To the best of my knowledge it is. 23 MR. KERSTETTER: Okay. They would tell you that | ‘
24 Q And what were the payments for? 24 just wrote a check for X dollars wo Bixby or something like i
25 A Finder's fees. 25 tha ‘
14 (Pages 50 to 53)
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Page 54

THE WITNESS: Right. 1

BY MS. TA: 2

Q Did you receive any other compensation in 3
connection with your clients' Investments in Bixby? q
A  Warrants. 5

Q How much did you recelve in warrants? 6

A The cquivalent of 10 percent warrants. 7
MR. KERSTETTER: Did you tell your clients that you | 3

were getting these payments from Bixby? 9
THE WITNESS: Well, the answer is [ don't know. | 10

assuine they did. 1

MR. KERSTETTER: Backing up, | guess the question | 12
was, did you tell your investors or your clients that you 13
were getting these payments? 14

THE WITNESS: Again, | don't know. But | would say | 15
that they knew that [ was being compensated. 16

MR. KERSTETTER: Okay. Well, we'll get to the 17
second hall of that, but 10 start with, do you have any 18
recollection of ever telling your clicnts that I'm receiving 19
this amount of compensation for your investment? 20

THE WITNESS: 1can't remember any specifics, 1do | 21
- in some instances, clients have asked me if I'm getting 22
reimbursed or compensated in terms of a finder’s fee, and 23
would say yes. 24

MR. KERSTETTER: And would you tell them what the} 25

Page 56}

THE WITNESS: As far as I'm concerned, I'm here to
talk only about Bixby.

MR. KERSTETTER: And [ appreciate that, sir, but |
think obviously if you've had similar arrangemenis with other
enlities, that's obviously relevant to the facts that we're
investigating here. Bul if you're telling us you refuse o
answer those questions, then -- is that what you're telling
us, that you'd refuse to answer those questions?

THE WITNESS: Yes, thal's correct, There's slsoa
timing issue here. At that time | wouldn't even know.

BY MS. TA:

Q Just so that we're clear on the compensation in
connection with your clients' Investments in Bixby, you state
that you receive 10 percent in cash and 10 percent in
warrants based on your clients' investment in Bixby; s that
correct?

A That's correct,
ion for each in

that your clients made? For Instance, they would make an

Q Did you reccive P

Initial Investment, and you would get 10 percent cash and 10
percent warrants based on the initial Investment. If they
made subscquent Investments, would you also recelve

comp tlon for each q in

A No.
MR. KERSTETTER: Why was that?

that they made? 7
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Page 55

»e

agrecinent was? .
THE WITNESS: If they asked me, | would tell them.
MR. KERSTETTER: But absent them asking you, you
wauldn't tell them.
THE WITNESS: IUs just something | didn't discuss.
MR.KERSTETTER: And then what makes you think that
Bixby ever told any of your clicnts that you were receiving
bortan
SFOTHEWHMVESS: ) doat know that they were. |dont
know that Bixby was telling my clients that | was receiving
these fees.
MR. KERSTETTER: Okay. That's what [ was geuting
at. You don't know whether they did one way or the other?
THE WITNESS: No.
BY MS, TA:
Q Did you receive payments from any other personsin | 16

e el el
Ve W N o

connection with your clients' Investments in Bixby? 17
A No. 13
MR. KERSTETTER: Did you have any other -- roughly | 19

from the time frame let's just say from 2003 to the present, 20
did you have any other similar agreements with any other 21
coinpanies in terms of being comny ted for inves! in 2z
those companies, that sort of thing? 23
THE WITNESS: [ don't recall during that tiine. 24

MR. KERSTETTER: How about at an earlier time? 25

P W W W e woN

Page 57

TIIE WITNESS: The role thal 1 play in raising money
for early stage companies, | help them get ofF the ground,
ond that's what 1 did for Bixby. [If the investors
subsequently invested, that was their decision beyond my
finder's fee for finding them.

MR. KERSTETTER: Would you know il'any ofyour‘
clients made subsequent investments past their first

investment with Bixby? :
~FHE-WITNESS? | wodiin't know - | generally would

not know that,

MR. KERSTETTER: So all of the clienis and emounts
listed on Exhibit 6, that document there, that reflects all
the inilial investmenis that your clients made then?

THE WITNESS: There may be -- | don't know. There
may be some of these that were recurring within these

At o

£

particulor funding rounds.
. BYMS. TA:
Q What does that mean?
A Well, | mean, there moy be some put in here and pul

oo v

T 2 T

in here. 1just don't recall. Just tooking at them real
quickly.
{SEC Exhibit No. 14 was inarked for
identification.)
Q. Mr. Crawford, I'm showing you what's been marked as }
Bixby Exhibit 14,
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Page 58 Page 60 |
: A What is the question here? 1 securities issues that you had been dealing or discussing
2 Q Do you recognize Exhibit 14? 2 with Mr. Walker --
3 A | don't recopnize it, 1 don't recall it that is. 3 THE WITNESS: As { say, | have no idea.
4 Q Just for the record, Exhibit I4 purports to be a 4 MR. TAYLOR: Plcase let him finish his question
5  string of e-muils between Paul Crawford and JoAnn walker? 5  before you answer.
6 A Uh-huh, 6 THE WITNESS: Okay.
7 Q I's variously dated July- 2, 2007 from Joanne 7 MR. KERSTETTER: All right. Let's lry it again.
8 walker to pc@cruweap.com. And then there is a July 4, 2007 8  Referring ngain to that first sentence there, what were -- or
9  email from Paul Crawford to JoAnn Walker. And there Is 9 were there any securities issues that you were dealing or 3
10 July 5 e-mall, 2007 from JoAnn Walker to Paul Crawford. And 10  discussing with Mr. Walker or Ms. Walker or onyone else ot ;
11 there Is a July 7, 2007 e~mail from Puul Crawford to JoAnn 11 Bixby? %
12 Walker. 12 THE WITNESS: | don't know. 1 sbsolutely don't i
13 MR. TAYLOR: Counse, before you ask any questions 13 know. j
14 about this exhibit, may we have just o moment to look through 14 MR. KERSTETTER: And (he latter part is "was donc  [i
15 i? 15  ona handshake.” Is that referying to any of your agrecments
16 MS. TA: Yes. 16  with Bixby or the Walkers being a handshake deal as opposed
17 MR. TAYLOR: Could | have just o noment with sy 17 {o anything in writing?
18 cliem? 18 THE WITNESS: | don’t know. It was the ogreement
19 MR. KERSTETTER: Surc. 19 on the compensation, the warrants on the valuation.
20 MR. TAYLOR: And may | teke this with me outside off 20 MR. KERSTETTER: Was there ever any discussion wit
21  the room? 21  Bixby or the Walkess that you couldn't put things in writing |k
22 MR. KERSTETTER: Okay, I'll tell you what, why 22  because il could violate securities laws if your amungements i
23 don'iwe~ . 23 with Bixby were realized?
24 MR. TAYLOR: Okay. Thank you. 24 THE WITNESS: Not lrom my standpoint there waosn't,
25 MS. TA: Okay. We're oft'the record? 25 ne.
Page 59 Page 61 i
1 MR. KERSTETTER: Yeah. We'll go briefly off the 1 MR. KERSTETTER: Did you ever tell Bixby that you j
2 record a1 3:34. 2 were a registered broker? i
3 (A briefrecess wos waken.) 3 THE WITNESS: No.
49 MS. TA: We're back on the record at 3:42. We just 4 MR. KERSTETTER: Did they ever ask? '
5  tooka bricf break at the request of Mr. Crawford and his 5 THE WITNESS: | don"t recall that they did. | muede ‘;
6  counsel so they could discuss Exhibit 14. And just for the 6 itclear that ] was a consultant. i
7 record, we had no subslantive conver: during the break? 7 MR. KERSTETTER: Did you ever tell them that you
8 MR. TAYLOR: €' orvect. 8  were not registered as v bmkcr cnber with Minnesota or the
9 By Mg Ta: _ 9 feders) govemment? i
10 Q Mr Crawford. dld you write these e-mails dated 10 THE WITNESS: 1 don't recall having any
11 July 4,2007 and July 7, 2007 to JoAnn Walker in Exhibit 147} 11  conversation in regard to that,
12 A ) remember the -- my coimnunication to Mrs. Walker 12 MR. KERSTETTER: Now, getting to what you were
13 onJuly 4. 1 don% recall the one on July 5. 13 alluding to in terms of the valuations of the warrants, what
14 Q You mean July 77 14 was your understanding as to how the warrants were going
15 A OrJuly7, yeah, 15  bevalued?
16 MR. KERSTETTER: Do you have some reason 1o believe | 16 THE WITNESS: The issue was the 10 percent
17 you didn't actually write thar? 17 warrants, was it based on the dollar amount or the number of
18 THE WITNESS: | don't -- | mean, | don't understand 18 shx;m?
19  the meaning of that. There was an issue here on the 19 MR. KERSTETTER: How was the exercise price
20 valuation for warrants, 5o -- but | don't remember that last 20 detennined? :
21 response. 21 THE WITNESS: The exercise prices on the warrants ‘:
22 MR. KERSTETTER: Well, maybe dealing first with 22 were priced at a price higher than whatever the round was. | t
23 that last response, the first trom the ¢-mail from 23 don't remember whether these were $2 warrants or $1.60
24 youto Ms. Walker states, "Because ol'securities issues, our 24 warmants. H
25 undersunding was done on a handshake " What were the 25 MR. KERSTETTER: Okay I'm sorry, maybc I sniss ‘
T T N T ~ P~ 7 o o = e s
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Page 62 Page 64 p
1 pantol'your sentence. Based on what the what was? I'm 1 Q And then a little bit Inter, it says, "A dealiso
2 somy. 2 deal, and I'm not going to nllow you to renege on the r
3 THE WITNESS: Well, let me cxplain it in something 3 agreement. What are you referring to in that sentence?
4 lcanexplain. Here's a 100,000 bucks and the shares are 80 4 A 1 don't know. 1 think I'!m just talking about this,
5 cents. 5  ouragreement. 3
6 MR. KERSTETTER: Okay. 6  Q Whatagreement?
7 THE WITNESS: If you apply the 10 percent to the ? A The 10 percent fee and the 10 percent wamrants, ;
8 100,000 bucks, you get lesser amount than if you apply the 10 | 8 Q And then Mrs, Walker's response 10 this July 5 H
9  percent to the 80 cents, 9 e-mail is, "'} just spoke to Bob, and apparently there was
10 MR. KERSTETTER: Okay. 10  some misunderstanding when 1 spoke to him carlier this wee ;
11 THE WITNESS: Because you hove morc shares than yoh 11 He agrees that it is 10 percent of the stock, not warrants.
12 havedollars. 12 However, he sald we do not pay on the second Investment.”
13 MR. KERSTETTER: Okay. 13 Whs there a dispute about whether or not you should be
14 THE WITNESS: So that's what the issue was, Using 14  recciving compensation for second investments?
1S the amount versus the number of shares. That’s what the 15 A L don't see there was any controversy there. The
16  issue was. 16  answerisno.
17 MR. KERSTETTER: But 1 don't quite follow how that | 17 MR. KERSTETTER: Who is Ron Kinner?
18  determines the strike price for the wamants. 18 THE WITNESS: Ron Kinner was one of the prople
19 THE WITNESS: This hos nothing to do with the 19  inside the company at Bixby. [ don't think he's still with
20 swike pﬁec of the 'wam:n!s. 20 them.
21 MR, TAYLOR: His qucstion was the strike price o’ 21 BY MS. TA:
22 the warrants, so please pay altention. 22 Q Do you know what his role was with the company?
23 THE WITNESS: Okoy. I'm sony. 23 A You know, I'm not sure. | don't even remember. |
24 MR. KERSTETTER: So yeah, | guess gettingbackto | 24 hardly knew him.,
25  that then, how was the strike price of the wamants 25 MR. KERSTETTER: And is Dennis the Dennis DeSender
Page 63 Page 65 5
1 detrmined? 1 we were referring to carlier?
2 THE WITNESS: [ don't recall. All | remember is 2 THE WITNESS: Yes.
3 that the strike price was something higher than the round 3 MR. KERSTETTER: Actually, just one more question
4 that they were priced at. 4 onthe c-mail thal you sent to Ms. Walker on the bottom, the G
5 MR. KERSTETTER: Oh, I'm sorry, you said round 5  July 4 -- you were sending that on a holiday, 1didn"t _.
6  carlier. Arc you referring then to the price of the stock in 6  notice that before. :
7 that particular funding round? 7 THE WITNESS: Yes.
8 _ JHE WITNESS: Right 8 MR. KERSTEJTER: Yousstate, I will confirm the 4
9" FBYMSAAE -t 9 iAvEGRENTEOT BrisA JohnsON: George Hermann and Charles
10 €© In the July 4 ¢-mall, there's a sentence in there 10  Neisen." First of all, | assume those were all your clients?
13 where you seem to say that Dennis and Bob subsequently came [ 11 THE WITNESS: Yes.
12 to my office in carly 2005 and asked me to raise money for 12 MR. KERSTETTER: And how did you go about
13 Bixby directly for which 1 wns to be pald s consulting fee of 13 confirming their investments? !
14 10 percent, and I was also told that [ would receive 14 THE WITNESS: Apparently their investments had not
15 five-year warranis In an amount equal to 10 percent of the 15 arrived there yet, so | was going to confirm thag they had
16 shares supplied by my contacts. There was no mentionof any | 16 been sent.
17 exclusions including not being paid a fee nor recelving any 17 MR, KERSTETTER: So you were going to contact th ?
18 warrants for additional inv ts by my clents. So, 18 10 find out if they had sent their money in? 5
19 Mr. Crawford, it nppears that you were recclving -- or you 19 THE WITNESS: Yes. :
20 were expecting compensation for the additional investments 20 MR. KERSTETTER: Actually, one other question on :
21 made by your clients? 21 thenext page. You list who [ take it are o few other of F
22 A No. Itjust -- it's claritying the fect that there 22 yourclients. There's a Joseph Mooney. 4
23 wasno of any exclusions including not being paid a 23 THE WITNESS: Right 1
24 fee nor receiving any warrants for additiona) investments by 24 MR, KERSTETTER: Is that the same Mr. Mooncy we :
25 ny clients. IUs just 2 matter of fact, 25  weretalking about earlier?

i T
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Page 66 Page 68 !
1 THE WITNESS: Yes. 1 atotal of 363,000 shares at $1.60 per share.” Then there's i
2 MR. KERSTETTER: So just to go back to that, what 2 alist of names of people who I presume are all your clienty; !
3 exactly wos your relationship with Mr. Mooney then? 3 isthat correct? E
a THE WITNESS: Well, he was --1lethimhavespace | 4 A Ves. "
5  inmy office. He had some business things thal he was 5 Q Next to Frank Dossl's name, there is In parentheses j
6  developing. And 1o do him kind of'a favor, | issued himsome | 6  (sceond investment)? N
7  wamunts. By the way, these wanunts have expired. 7 A Right. It was in the same round. ’
8 MR. KERSTETTER: I'm sonry, you issued him 8 Q What does that mean? ':.
9 wamanis? 9 A He had added 10 bis investiment that he had mude ‘,
10 THE WITNESS; Out of the warants that | was 10 earlicr. He had invested in the round and then added a i
11 getting in this particular iranche. 11 sccond invesunent. 2
12 MR. KERSTETTER: 3see. Youtransferred someof |12 Q So did you receive compensation on the basis of the ?-
13 your warrants to him? 13 second investment? (
14 THE WITNESS: That's correct. 14 A Yus. That's in the same round. | don't consider a
15 MR. KERSTETTER: Why did you do that? 15 thata subsequent investment,
16 THE WITNESS: It was just for a liiend. | thought 16 Q So when you say "round," are you talking about an i
17  there might be an opportunity there for him. As it worked 17 offering pursuant to a particular PPM? A
18 out, there wasn't, The warrants have expired. They weren't 18 A Yes. :
19  exercised. 19 Q Going bnck to Exhibit 14 briefly, who is Chris ';
20 MR. KERSTETTER: Okay. | underswnd. But]guess |20  Weldes? i
21 what I'm trying to get at is what was the pro for your quid 21 A Chris Weides, he was the - | don't know what his ‘
22 if you were giving him the wamants? 22 role was. | guess he inay have been in contact -- he inay have 3
23 THE WITNESS: At that time he was a good friend of | 23 contacted me initially on Bixby. He may have been the ’
24  mine, and he was in very rough financial civcumstances. 24 Tontact. | guess he was the contact that first directed me 1
25 MR. KERSTETTER: So you just gave him them 25 10 Bixby. Youasked me how | first got there, | didnt 4
page 67 Page 69 .;
1 basically as 8 gift then? 1 remember, but | guess it was him, ;
2 THE WITNESS: Right. 2 MR. KERSTETTER: Had you known Mr. Weides? ‘
3 BY MS. TA: 3 THE WITNESS: He was one of those people apparently
4 Q Do you know whether he sold the warrsnts? 4 who had called me. | get calls a lot of times to look at
5 A ldon'tknow that he did. 1wouldnt know. 5  companies, so that may have been the case. So that's
6 (SEC Exhibit No. 15 was marked for 6  Mr. Weides.
7 identification.) 7 BY MS. TA:
8 Q Mr. Crawford, I'm showing you what's been marked ns | 8 Q And what is his role with the company?
9 Bixby Exhjfif No. 1 Tt n - 9 . A Hewaseowellhe wass | dogisRnow what his
10 A Uh-hyh. 10 role with the company was, but he was the one who introduced
11 Q Do you recognize this Exhibit 15? 11 me to the company, and apparently he was recruiting investors
12 A ldo. 12 for the company.
13 Q Could you describe it please? 13 Q Was he employed by the company?
14 A When I say | recognize it, it is my letier. | 14 A ldon'tknow. |don't think so. 1 think he was un
15 don't recall it 15 independent contractor.
16 Q  Well, it sppears to be a May 31, 2006 letter from 16 Q So when you say if you had to go through Chris,
17 you to Dennis DeSender? 17 what does that mean? It saysin the July 4 e-mail, "1
18 A VYes. 18 bsequently refuse to continue to ralse capltal for Bixby if  |:
19 Q And that's your signature st the bottom? 19 1have to go through Chrls."
20 A, Yes. 20 A Well, ] don't remember that specifically; although,
21 Q The letter reads, "Dear Dennis, I've never reccived 21 1do -- I had some issues with Chris. He has a drinking l
22 the 36,300 warrants | earned for the capital | raised in 22 problem. 5
23 early 2005 23 Q But what did you mean when you say you hadtogo  [:
2 A Uh-huh, 24 through Chris?
25 Q "This included the following investors who acquired 25 A Well, he was the contact point. Going back, I'd ;

DRI T p e
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1 like to go hack to something originally | said. | thought | 3 THE WITNESS: No. These are all investoss where | ;
2 started in 2003 with Bixby. Actually tthink | started in 2 was dircctly ) with the company. B
3 2005. Or 2004 or'05. 3 MR. KERSTETTER: Okay. So in 2004, you operated  |:
q MR. KERSTETTER: And what inakes you think that? 4 ihrough Mr. Weides and on your own? ;:
S THE WITNESS: Bccause it says here that iny meeting 5 THE WITNESS: Well, as for as this is concemned, 3
6  with Bob Walker on this, that carlier one, iy wmeeting with 6 this is all the investors that | represented when | had my H
7  Bab Walker -- well, iny raising a million dallars for Bixby, 7  agreement directly with the company. :
8  albeit through Weides, in other words, subsequent to my being 8 MR. KERSTETTER: Is there some scparate list that 3
9  introduced to the company by Weides. So that was 2004, not 9 would identify the investors that you brought or that Z}
10 2003. ! thought it was 2003. 10  invested in Bixby through you when you were operating thraugh ;
11 BY MS. TA: 11 Mr. Weides? i
12 Q Soin that July 4 e-mail where you say Dennis and 12 THE WITNESS: That's not on this list, and — ?
13 Bob subsequently came to my office in carly 2005, is that why| 13 MR.KERSTETTER: Is there such a list? -
14 you're changing your response to 2005 based on -~ 14 THE WITNESS: 1don'tknow. 1don't know. As) g
15 A Yeah. I'm changing the dates, yes. It was 2005, 15  told you, | lost a hard drive & few years ago, and § may have
16  not 2004 when they approached me. 16  lost some of that.
17 Q So Exhibit 6 which is the Bixby investor list 17 MR.KERSTETTER: Did you gel the compensation for
18 refers to 2003 investors os well as 2005 and 2006 Investors? | 18 the investors that you worked with through Mr. Weides?
19 A Yesh. Andthat's wrong. Itshould bejust-- it 19 THE WITNESS: Yes.
20  probably should be 2004. 20 BY MS. TA:
21 Q So why should the list be 2004 if you're saying 21 Q Do you know whether tvir, Weldes received
22 that you started in 2005? 22 compenssation?
23 A No. It's two-thousand -- they came to ine in 2005, 23 A lasswne he did.
24 so this should be two-thousand -- | was -- [ didn‘t even know 24 Q Did he ever tell you he reccived compensation? i
25  about the company in 2003, What dates do we have here? 2004 | 25 A No. | don't think we ever discussed it. ;
Page 71 Page 73l§
1 and 2004. 1 MR, KERSTETTER: So as far as you know, Mr. ~ond [
2 MR. TAYLOR: The witness is looking at Bixby 2 lepologize to Mr. Weides if I'm butchering his name, is it :
3 Exhibit I3, 3 your recollection that Ms. Weides just basically called you
4 MR. KERSTETTER: | think | understand what you're 4 oul of the blug aboul Bixby?
5  saying now, but gelting back to this issue with Mr. Weides. 5 THE WITNESS: Yes. He inay have been referred by
6 THE WITNESS: Right. 6 somebody. i
7 MR. KERSTETTER: So in 2004, you weve operating 7 MR. KERSTETTER: And that call was before that H
8  throogh Mr. Weides, or how did that work? M. DeSenderand] 3 initial visit you took 1g Bixby geffices?
9 ™ N -Walkercathe {yow in 2005, But in 2004, you were 9 ~TREWITNESS? Yes =%
10  operating through Mr. Weides? Could you just explain that? | 10 BY MS. TA: i
1l THE WITNESS: Well, initially with Weides, he had 1 Q So carlier you had stated that you didn't recall 4
12 the agreement or the contract with the company, and so he was| 12 recelving nny other payments from other persons In connection| \
13 -- my compensation came through himn during that period, and | 13 with your clients’ investments in Bixby? f
14 it was asmaller percentage. 14 A Right. ‘\
15 MR. KERSTETTER: What was the pereentage that you{ 15 Q Now you recall that you recelved payments —
16 reccived -- 16 A That's correct. 3{
17 THE WITNESS: 3 percent. 17 Q Are there any other persons that you would have
18 MR. KERSTETTER: So going back to Exhibit 6 then, | 18 recelved payments through? i
19 are you saying that these - first of all, { guess you're 19 A No. |
20  saying these 2003 investors should actually read 2004 20 MR. KERSTETTER: Actually just to clerify on these §
21 investors? 21 issues with Mr. Wcides, did you get the payment from R
22 THE WITNESS: Right. 22 Mr. Weides or Bixby?
23 MR. KERSTETTER: And then arc you saying that for | 23 THE WITNESS: Mr. Weides. ’{
24 theseinvestors, you received 4 percent of their investment 24 BY MS. TA: ..
25  asopposed to the |10 for later years? 25 Q And were they from Mr, Weides® personsal account, or |
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1 did he have a company? 1 Q Mr. Crawford, do you currently own any investments
2 A 1don't even recall whether he had a compsny or 2 inBixby?
3 not. It seems to me it was personal. 3 A Yes,
4 MR. KERSTETTER: Is he still in the Minneapolis q Q What type?
S arca as far as you know? L] A 1 own shares and | own wamrants.
6 THE WITNESS: Aslaras | know. | haven'thad much | 6 Q Common stock shares?
7 contact with him, 17 A Common stock, yeah.
8 MR. KERSTETTER: | was going to say, when was the | 8 Q And warrants?
9 last time you had contact with him? 9 A And warrants,
10 THE WITNESS: He may have called me a year ago. 10 Q How much do you own of either?
11 MR. KERSTETTER: About Bixby or something else? |11 A lown it's either 16 or 20,000 shares, It's 16 or
12 THE WITNESS: About Bixby. 12 24,000 shares. I'm not sure. Or 20 or 24,000 shares.
13 MR. KERSTETTER: Can you tell us about that? 13 , That's what it is. | think it's 20,000 shares.
14 THE WITNESS: |don't recall the conversation. | 14 Q And what about warrants?
15  don't recall. 15 A )have o lotof'-- | have warrents, a Jot of
16 MR. KERSTETTER: Was it about tinding new 16  wamanis that have expired.
17  investors? 17 Q Do you have any warrants that are not expired?
18 THE WITNESS: No. It was about the operation of 18 A Do | have any warrants? Yes. | have some warrants 3
19  the company. 19  that are not expired. )
20 MR. KERSTETTER: Did he express any concems abou{ 20 Q Do you know how much you have? ’}
21 thecompony? 21 A About 800,000 of them.
22 THE WITNESS: Well, he had concerns, yes, but 22 MR. KERSTETTER: Have you ever been able to ;
23 nothing signilicant. You know, the company has been doing a| 23 exercise any of your warrants?
24 fot of stuff in the last couple of years. 24 THE WITNESS: No. k
25 MR. KERSTETTER: Whaut do you mean by that? 25 BY MS. TA: ;
Page 75 Page 77 E
1 THE WITNESS: Well, I'm sure you know that they'ne 1 Q And did you purchase your common stock shares? ;
2 wying to go -- with all the stulT going on in China, with 2 A Yes. d
3 the coal vilrification systems and stuft. So just about 3 Q At what price? i
4 that. A lot of stuff was supposed 10 have happened a long 4 A 80 cents a share. :
5 time ago that hasa't happened yet. 5 Q And did you purchase your warrsnts? i}
6 BY MS. TA: 6 A Mo !
7 Q And were those his concerns? 7 Q How did you obtain thoye?
8 A Huh’." .. - 8 A They were issued to me tor having,‘r'aiscd them ;
9 Q -Wg}ﬁ.osefmwmg_’-.copcems? .9 copital. w_: 5_—
10 A Yes. 10 MR KERSTETTER: Do you know if Mr. Weides wes ever
11 Q Do you know of nny other persons who acted 11 compeasated for your purchase of Bixby stock? i
12 similarly to Mr. Weides who sold or who introduced clients to| 12 THE WITNESS: [don't know. 1 would assume he was. I
13 Bixby for investment purposes? 13 ldon't know. '3
14 A No,l'mnot 14 MR. KERSTETTER: Are you assuming this becouse ~ |¢
15 Q And just so that we're clear, have you ever 15  you're assuming he had a similar arrongement that you had? Ei
16  introduced your clients to other persons who introduced them{ 16 THE WITNESS: Well, | assume he -- | meun, | should :
17 to Bixby? 17 say | really don't know.
18 A ) 18 BY MS. TA:
19 Q Well, I guess you had mentioned that you Introduced | 19 Q Have you ever sold your Investments in Bixby?
20 your clients through Chris Weides to Bixby for a period of 20 A No.
21 time? 21 Q Have you ever traasferred your investments in Bixby
22 A Right 22 to another person or entity?
23 Q Did you ever introduce your clients to other 23 A No.
24 persons -- or to Bixby through other persons? 23 Q  Well, let's refer you to -
25 A No. 25 MR KERSTETTER: Exhibit 14.
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1 THE WITNESS: Ob, the warrants? 1 Q - transfcr of the 10,538 warrants to him? s
2 MR. KERSTETTER: Right. Were you coinpensated for 2 A No. And all of these warrants have been expired, f:
3 any ofthose? 3 ond ) don't think 2nyone excrcised themn. )
' THE WITNESS: No. . (SEC Exhibit No. 17 wos marked for i
5 MR. KERSTETTER: 1know we spoke about Mr. Mooncy. 5 identification.) '
6  For Mr. Selander and Mr. Neisen, you just gave them your 6 Q I'mshowing you a document that's been marked as :'
7 warrants? 7 Bixby Exhibit 17. Do you recognize that exhibit, 3
£ THE WITNESS: Right. 2 Mr. Crawford? 3
9 (SEC Exhibit No. 16 was marked for 9 A Yes. 3
10 identification.) 10 Q And whatis it? g
11 BY MS. TA: 1 A Again, this is -- Carolyn Wendell was Doug [}
12 Q Mr. Crawford, I'm showing you what's been marked as | 12 Selander’s wife. ?;
13 Exhibit 16. Do you recognize Exhibit 16? 13 Q So just to be clear for the record, Exhibit 17 is o ‘:
i4 A Yes. 14 letter from Mr, Paul Crawford to JoAnn Walker dated April Ii,;‘
15 Q And whatis it? 15 2008, Mr. Crawford, did you write the letter Exhibit 177 i
16 A These were the original directions that 16 A Yes. i
17 subsequenily were whiltled down to the ones we've already 17 Q And why were you transferring 6,000 warrants to j
13 discussed. 18 Mrs, Wendell? ;
19 Q So Just to be clear, Exhibit 16 is u letter from 19 A Bceause that's who Douy wanicd me to transfer them ¢
20 Mr. Crawford to Dennis DeSender dated June 19, 2006, 20 1o, and -- but this never occurred. The transfer never went -i
21 Mr, Crowlord, did you write this letter to Mr. DeSender? 21 through. X
22 A Yes 22 Q Mr. Crawford, how often did you meet with Robert |-
z3 Q And who is Douglas Sclander? 23 Walker? :
2 A Hc's the same fellow (hat's on that other list. 24 A Oh, most of my mectings with Mr, Walker were at ;
25  What was on this list ended up on that list. 25  investor presentations of annual meetings. | met himona ,
Page 79 Page 81
1 Q So you had originally asked Bixby to transfer 1 couple of pccasions socially, but | don't think 1 would count ;
2 warrants to all of the persons named in Exhibit 16? 2 himasaclose friend. Just an acquaintance. q
3 A Yes. 3 Q And you also stated earlier that when you entered
4 Q And then you whittled it down to the personson { 4  Into the consulting agreement with Bixby, Mr. Walker was th
5  Exhibit 14 on the July 4 e-mail? 5  representative on the Bixby side? :
6 A That's right, 6 A Yes.
7 Q And were these transfers in the July 4 e-mail, 7 Q And do you continue to see Mr, Walker occasionnlly?
8 Ex.bﬂ)lt I4._),ver£ those transfers elecntcd" 8 A Yeah, }havent scen hih'in quite awhile though,
9 ~A  veés. Not ﬂ?ese, those. g TheTasi time Ttalked to humﬁn probably last spring
10 ‘Q When you say "not these,” you mean not these | 10 sometime, personslly.
11 referred to in Exhibit 16? 11 Q And what did you talk with him about?
12 A Right 12 A Just what was going on with the business.
13 Q But the transfers referred to in Exhibit 14 were {13 Q What about Dennis DeSender, do you meet with him
14 exccuted? 14 often?
15 A Right. 15 A I don'tmeet with himn often. Samc as with
16 Q So who Is Douglas Selander? 16 Mr. Walker. There's becn a couple of occasions where I've
17 A He's a personal friend of mine. 17 inet with the two of then. At least two occasions. | don't
18 Q And did you receive anything in return for the | 18 recall when. And occasionally with Mr. DeSender, again, to g
19  transfer of the 10,000 warrants? 19 1alk about what's going on with the business. [t
20 A No. 20 Q And when was the last time you met with ,
21 Q And who is Dan Neisen? 21 Mr. DcSeader? ;
22 A Dan Neisen is a very good friend and client of 22 A | don't know, maybe a couple of months ago. i
23 mine. 23 Q And what did you discuss with bim then? i
24 Q Did you receive anything for the -- 24 A About the business. I's kind of like waiting for :
25 A No. 25  the sccond shace to drop on their situation in China and the .
T T T T T I R I T T e T
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1 London exchange. 1 MR. KERSTETTER: Did you talk to any of those other z

2 Q What does that mean? 2 investors? !

3 A They have been communicating with tirms in London 3 THE WITNESS: | don't recall. i

4 about the possibility of them going public on the London name 4 MR. KERSTETTER: Do you remember any of thosc othed:

5  exchange. S investors saying how they found out about the company?

6 Q Anddo you icate this information to your 6 THE WITNESS: No. ;

7 clients? 7 BY MS. TA:

8 A Well, | think most of my clicnts are aware of that 8 Q At the time, had you invested in the company?

9 either through me or through other information from the 9 A Yes, That's the time [ invested in the company.
10  company. 10 MR. KERSTETTER: I sorry, did you invest before ,E
11 MS. TA: 1'd like to take a break. We're off'the 11 orafier the meeting? ;
12 record at 4:20. 12 THE WITNESS: Ob, | didn't invest at the meeting.
13 (A briel recess was taken.) 13 Itwas later on thut | invested with the company. ;
14 MS. TA: We're back on the record nt 4:29. 1 just 14 BY MS. TA: ;
15  wanted to continm for the record that we dida't have any 15 Q Soto beclear, at the time that you attended the "
16  substanlive conversations during the break; is that correct. 16  meeling, were you an Investor in Bixby? i
17 THE WITNESS: Yes. 17 ‘A No. }
18 MR. TAYLOR: That is correct. 18 Q How do you know that the other pcople in attendance
19 BY MS. TA: 19  wereinvestors? r}
20 Q Going back, there was some confusion earlier about | 20 A 1don'tknow that they were investors. i
21 the Blxby investor list, Exhibit 6, regarding these Investors | 21 Q So like you they could have been prospective ;
22 and whether they were your clients or your clients through | 22 investors? J
23 Mr. Weides. Referring to Exhibit 6 and the Jist of Bixby 23 A Right
24 Investors, are all of the names in Exhibit § your clients, 24 Q And you said that Bob Walker and Chris Weides were|
25  Mr. Crawford? 25 atthe meeting as well?

Page 83 Page 85

1 A Yes 1 A That first meeting, yes.

2 Q And did you receive your finder's fee of 10 percent 2 Q Was Dennis DeSender at that meeting?

3 cashand 10 percent warrants for all of the investors listed 3 A No.

4 in Exhibit 6? 4 Q Was anyone clse from Bixby at that meeting?

5 A Yes 5 A No.

6 Q And you also stated earller that you were 6 Q And what did Mr. Walker do at the meeting?

7 introduced to the companythrough Chris Weldes in 2003;is | 7 A He gave the presentation of Bixby and the stove.

8  thatcorrect?.. . o 8 Q And what did Mr. Weldes do pt the meeting?

9 A - wyiinbomeet izgust have been 2004. 9 . A Hewssnorstthemeoting, S
10 Q Okay, 2004. And he had called you -- he had 10 Q Mr. Weides was not -
11 reached out to you? 11 A Oh, excuse me, Mr. Weides was at the mecting, yes, [
12 A He had renched out to me. He was referred 1o me by 12 hewas. He was just there as kind of the MC. ,
13 somebody. 13 Q And did you nttend other meetings of this type? i
14 Q And subsequent 1o that phone call, you attended an 14 A | had many meetings up there siinilar to that
15  investor meeting? 15  meeting subsequent to that first meeting.
16 A Right 16 Q And subsequent to that first — how soon after that ’;
17 Q Could you tell us more about this investor meeting, 17 first meeting did you become an investor in Bixby? i
18 Where wasit held? 18 A 1don'tknow. I'd say four months. Four or five t
19 A AtBixby in Rogers. 19 months, ‘
20 Q And who was in attendance? 20 Q And during those four to five months, did you have i
21 A Bob Walker and Weides and a bunch of investors. 21 any contact with the company?
22 Other investors, not anyone | knew. 22 A Well, yeah, 1 did. | mean, } was having these
23 MR. KERSTETTER: About how mnany? 23 mectings. 1 was having people allend meetings from the very
24 THE WITNESS: Well, the room was tull. I'd say 12. 24 beginning. F’
25 10012 25 ‘

Q So you were bringing your clients to these
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1 meetings? 1 of these other meetings? é
2 A No. They'd meet me there. | may have brought some 2 A 1don't recoll that there ever was sny other people
3 there. bui a majority would meet we there. 3 other than Bob Walker,
4 Q So you were telling your clients ubout these 4 Q And you said Chris Weides was there at the first [
5  meclings? S meeting that you were at? L
6 A That's correct. 6 A He was at the first meeting, and he \nay have been
? Q And were your cllents - so ut the time that your 7 atsome subsequent meelings. But the only one 1 do
8  clicnts invested — at the time that your clients attended 8  specifically recall is that first meeting. H
9 this meeting, had they aiready invested in Bixby? 9 Q And did the company distribute any materinlsat }:
10 A No. 10 these meetings?
11 Q So how many mectings would you estimate you 11 A Yes.
12 sttended? 12 Q Whatdid they distribute? i
13 A Dozens. i3 A PPMs,
1¢ Q In what time period? 14 Q Anything clse? H
15 A 2004.'0S,'06,"07. 15 A No. And they generally had information packages
16 Q And how did you learn ohout these meetings? 16  with them too. Particularly later when they were selling
17 A Well, initially | would know when they were 17  stoves and stuff. Therc were a lot of articles written ahout
18 scheduling mectings. Or later | would arrange the meetings 18  thccompany. R
19 myself. 19 Q Mr. Crawford, is there anything you would like to
20 Q And when you sald Initlally you would know when 20  clarify or add to the statements you've made today?
21 they were baving those mectings, how would you know they were | 21 A No.
22 having those mectings? 22 MS. TA: Mr. Taylor, is there anything you wish to
23 A Either from Walker or Weides. 23 ask? Do you wish to ask any clarifying questions?
24 Q And would they ask yon to bring your clients to 24 MR. TAYLOR: No. Thank you.
25 these meetings? 25 MS. TA: We have no further questions at this time.
Page 87 Page 89
1 A 1don't recall that they would ask that | bring 1 We may however call you again to testify, Mr. Crawford,
2 clients. | just felt that my clients would like to know 2 THE WITNESS: Okay.
3 about this company, and if they liked it, they would 3 MS. TA: We ask that you maintain the
4 investor. 4 confidentiality of our conversation here today and not
S Q Do you have any documents that refer to any of 5  discuss ils contents with anyone but your attorney. And wi
6  these meetings? . 6 are off the record at 4:37.
7 A No. | don't have any documentation of the 7 (Whereupon, at 4:37 p.m., the examination
8 me_e'xig,gs. - 8  was concluded.) = e
97 WY So they Bidh"t ¥énd you a letter inviting you to g e ¢
10  these meetings? 10
11 A No. That | don't recall at all. Except for 11
12 shaieholder meetings. They did have some apen house 12
13 inectings, 13
14 Q Open house mectings for sharcholders? 14
15 A Yes. 15
16 Q Do you know how the other attendees learned about |16
17  the meetings who weren't your clients? 17
18 A tdon't know. 18
19 Q Did anyone clse cver attend thése meetings on 19
20 behalf of Bixby? You sold you attended ahout dozens of them{ 20
21 A Did what? 21
22 Q You said you attended about dozens of ) 22
23 these meetings. 23
24 A Probably more than a dozen. 24
25 Q Were there any other Bixby representatives nt any 25

St S
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13 horthand by me and ibed into typewriting under my
14 direction, and that it is true and comect to the best of' my i
15 ability and undersianding; §
16 That | am not related 1o any of the parniies hereto i
17 norinterested in the outcome of the action.
18 5
19 WITNESS MY HAND AND SEAL this 141h day of E
20 March, 2011. i
21 :
22 Shannun A, Drahos Hood l
23 :
2¢ My commission expires January 31, 2015. ;
25 H

B e e T i s T e e T R o T T T T T ———

24 (Pages 90 to 92
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-------- Forwarded message —---~-

From: Paul Crawford <pc@crawcap.com> EXHIBIT F :;;:
Date: Mon, Dec 26, 2011 at 6:56 PM witness . Hodwel =alK
Subject: S.E.C. Filing re: Bixby Energy Systems CONSISTING OF i PAGES
To: Paul Crawford <pc@crawcap.com™> DATE =1 -]5

BEHMKE REPORTING AND VIDEO SERVICES, INC.

This letter is being sent to my friends, colleagues and clients to explain to them the circumstances of the
S.E.C.’s (Securities & Exchange Comumissicn) filing of a Civil complaint requesting an Order of Permanent
Injunction prohibiting me and Crawford Capital from mising capital, disgorgement of any fees paid by Bixby
and civil penalties against me and other persons who assisted Bixby Energy Systems, Inc. in raising capital.

The Pioneer Press and the Star Tribune each published articles in their December 22, 2011 editions about the
S.E.C.’s filing agninst Bixby, Robert A. Walker, Dennis L. Desender, and DLD Financial, LTD, alleging that
they had committed frandulant acts but were remiss in including information about the civil filing against me
and the other “fundraisers” in both of the articles. The Walker/DeSender issue is a eriminal matter whereas the
claims against me and the other fundraisers is a civil matter. The two journalists, Leslie Brooks Suzukamo of
the Pioneer Press and Dan Browning of the Star Tribune, both erred by including details of the civil filing
along with the criminal filings and the message they conveyed in both of the articles was that the so-called
“Bixby fundraisers™ had also committed “fraud.” This was absolutely not correct and was misleading and, as
such, possibly libelous. Both of these newspapers should have reported the S.E.C.’s filing against Bixby just as
Jeff Baenen of the Associated Press did which you can read at
hitp://www.twincities.com/fdep?unique=1324765050754.

The S.E.C. has numerous rules and regulations regarding the activities of “registered brokers” and other rules

" for fundraisers, consultants, etc. that are not registered brokers. I have built a good reputation over 20-years of
consulting with ear]y stage companies and assisting them in raising capital and I will vigorously defend our
rights to continue to do so. I was a registered broker from 1969 to 1997. In 1997 1 decided that I could do a
much belter job in raising meney for early stage companies if I didn’t have a securities license and subsequently
decided I would not reapply for a registered broker’s license.

Craw ford Capital has been operating since 1990 and has raised in excess of $200 million for early stage
companies many of which continue in business today. Iam also an entrepreneur who has started several

1
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businesses here in Minnesota including Ccllcom and Commission Junction — both of which were and are very
successful businesses. I have an active portfolio of Minnesota enterprises including Empathic Clinical Suites,
LocaLoop, Inc., SaaSware Highway, etc that you can learn more about at www.saasware.com. These are
growing businesses located here in Minnesota that are creating jobs that are sorely needed today. Furthermore,
most of the capital that I helped Bixby raise was raised between 2003 and 2005. At that time Bixby had
developed and was successfully selling a high-tech, efficient corn and wood pellet stove. That business was
killed because of the escalation of the price of corn which was caused by Federal subsidies for the conversion of
comn into ethanol. It was then that Bixby’s management began to seek other alternative energy solutions which
led to the coal gasification technology that they have been working on for the last 4 years. The S.E.C. is now
claiming that the pursuit of that technology has been worthless. While the technology is yet to be proven to be
commercially viable its development continues to show promise. The S.E.C. demanded that Bixby’s new
management team that took over following the ouster of Bob Walker and Dennis DeSender admit that Bixby
had defrauded investors of between $2.5 million and $7 million. Bixby’s new management accepted a charge
of one count of securities fraud and took responsibility for the actions of its former officers (i.e. Bob Walker,
Dennis DeSender, et al) because, if they didn’t agree, they would have had to fight the S.E.C. and that takes
money that they do not have. Bixby’s current management hasn’t given up its efforts to successfully
demonstrate the coal gasification technology but that also costs money. The consequences of the S.E.C.s
heavy-handedness in this matter is that Bixby is now operating under a cloud which is having a huge negative
effect on their efforts to raise capital to keep things moving forward, What I am saying here is that the S.E.C.,
in its zealousness, is severely impeding the efforts of Bixby’s management as they continue to try and restore
the Bixby enterprise. The problem at Bixby was not the coal gasification technology nor was it because of the
efforts of me and the other fundraisers. The Twin Cities newspapers should support Bixby’s efforts to
commercialize their coal gasification technology. In so doing the Star Tribune and the Pioneer Press would
also be giving support to the interests of the investors who, in good faith, invested in Bixby.

The S.E.C. itself has totally failed in its primary responsibility of protecting investors against significant frand
perpetrated by the likes of Bernie Madoff (who not only had a securities license but was at one time the head of
the National Association of Securities Dealers [NASD]), Tom Petters, Trevor Cook and many other

swindlers. The S.E.C. simply ignored numerous warnings from many sources that raised questions about the
fraudulent activities of all of these people and others. Attached to this email is a copy of a letter I sent to the
S.E.C. in October in response to their demand for settlement of this matter.

I am willing to discuss this matter with anyone who has any questions. I have cooperated with the S.E.C. and
have given them all the information I had about Bixby including an accounting of the fees I earned from

Bixby. What I am also doing is standing up for America’s entrepreneurs who don’t need the S.E.C. to interfere
in the process of their raising very early capital to turn ideas into businesses. The U.S. today has teo much
regulation and that in itself is hurting the development and the process of germinating and growing new
enterprises. The U.S. economy needs more people like me not less. If it weren’t for people like me then where
can entrepreneurs go to tind early capital to support the development of their great ideas? American
entrepreneurship is the heart of the entire Free Enterprise System that has made the US, by far, the largest
economy in the entire world.

Regards,

Paul Crawford
meford Capital Corp
(ofc) 612-676-1436

(cell) 612-308-6466
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(fax) 612-676-1438
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October 10, 2011

ThuB.Ta

U.S. Securities and Exchange Commission
Division of Enforcement

175 W. Jackson Blvd, Suite 900

Chicago, 11160604

Re: In The Matter of Bixby Energy Systems {C-07672)
* Dear Ms Ta:

1 am first going to tell you more about me, my background and what | am doing today both as a raiser of
capital and as an entrepreneur. InJuly 2011 | celebrated my 76™ Birthday. Crawford Capital Corp was
started in 1390 but I had been involved in corporate development with several small Minneapolis
brokerage firms going back to the early 80s. Crawford Capital’s business is to raise capital for very early
stage companies. When people ask me what | do, | tell them “I create jobs the old-fashioned way by
simply raising the earliest capital to get new ideas started” because there is no one else out there
today here in Minnesota that these entrepreneurs can go to other than me. 1am also an entrepreneur
who has founded many businesses. People who know me understand that | am a visionary and can see
the greater picture of just where things are going. Thanks to my vision | founded Cellcom, Inc. in 1981
which ended up securing the first non-wireline, cellular license in the Twin Cities in 1982. We ended up
in a joint venture with MCl and in 1986 MCI and we sold out to McCaw Communications who later sold
out to AT&T Wireless. In 1998 | co-founded a very successful dot.com called Commission Junction
(www.cl.com) that today is a very successful affiliate advertising network and a whaolly owned subsidiary
of a major advertising portal business called VatueClick {Symbol ~ VCLK}.

Since 2007 | have put all my focus and efforts into the next generation of communications (4G, mobile
communications) and Saa$ {Software as a Service) which together are a big part of what is called “The
Cloud.” Inpursuing these opportunities | am doing so as an entrepreneur. You should view my newest
website at www.saasware.com to learn more about me, SaaSware Highway and our present portfolio of
“cloud” based businesses. My timing in launching these new businesses was prescient but the U.S.
economy and changes in banking regulations implemented since 2009 have made it almost impossible
to raise capital for early stage husinesses. The limitations on available capital have become such & big
problem that many really good technology ventures are ending up having to shut down not because
their technology failed but because they ran out of money. This is a tragedy at a time when the U.S.
economy is struggling to create jobs. Several of my current portfolio of “cloud” companies will scale to
billion dollar size within the next decade but they cannot achieve success without my assistance in
raising capital to keep them going. What | am telling you is that any sanctions by the S.E.C. against me
will poison these efforts. A disgorgement and a public announcement of the penalty and censure
would put me out of business particularly for the “cloud” based enterprises | have started in the last
few years. |am presently working with some wealth management groups and venture capital funds
that are considering significant investments in enterprises in my current portfolio. | have several
financial planners who are invested in some of my enterprises. | am also involved with some major
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companies here in Minnesota who are considering investing is some of my portfolio companies
including @ major Twin Cities HMO. Many, if not all, of these people would back away from me if there
was an announcement about me having “violated” what | believe is a clouded and obscure S.E.C. rule on
what is equitable compensation for “finders.” { don't think that the S.E.C. has had a single complaint
about me from any investors.

On October 5, 2011, i received your notification demanding information on every entity that | have
raised money for and that | had to provide that information by October 18, 2011. First of all I will not
provide you with any of the information you have requested beyond what | have already given you
regarding Bixby. What you have done following your initial investigation of Bixby is to first go after all
of the Bixby fundraisers. This is what American’s call “throwing out the baby with the dirty bathwater.”
1 can tell you emphatically that, if there was a fraud at Bixby, it wasn’t caused by the people who
assisted them in raising capital.

My viston and my success in raising capital for early stage ideas has contributed to building many
businesses and the creation of jobs which is the heart and soul of America’s Free Enterprise System. |
ask you again, what Is gained by the S.E.C.s enforcement of sanctions and a disgorgement upon me?

For your information Crawford Capital is listed in the 2011 Bogk of Lists issue of the Minneapolis/St. Paul
Business Journal (www twincities@biziournal.com) as the 8" largest venture capital firm in the Twin
Cities. The U.S. needs more people like me not less. 1am prepared to go to court and represent
myself If that is the only way | can settle this matter and keep you from disrupting all the job creating
and economy building deals | have in my portfolio today. | believe | am protected by the 4", 5%, gt
7" 8" and 10" Amendments to the U.S. Constitution.

Sincerely,

Paul Crawford

Crawford Capital

125 Main St. S.E., Suite 270
Minneapolis, MN 55414
{612-676-1436
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~mmmeeme= FOrwarded message ---—---

From: Paul Crawford <pc@crawcap.com>
Date: Mon, Sep 8§, 2014 at 4:30 PM

Subject: FW: FW: Tuesday update
To: Anil & Laura Nanda <ananda@lsuhsc.edu>, Bob & Ruth Bringer
N brink (@nikestorage. com, butch@destiny-homes.com, chris degross

I -, Cindy Fishman , Dale Meierbachtol

<dka@frontiernet.net>, Dan Mayer <daniel.e.mayer@stifel.com>, "Dr. Phil Sweetser" <||EGzG-.
george holden <GHolden@holdenmarketing.com>, Harry Haluptzok < . ;-
Kowalcik <joe@kowalaw.com>, Joel Dixon ||| G >, Karen Brown <

, Kevin Bauer < >, Larry Hopfenspirger

>, mark fogarty - Pat Fischer =3
e e T —— ,Staley Gentry
<staley.gentry(@axa-equitable.com>

Ce: Carl-Johan Torarp <cjtorarp@localoop.com>

karl

LocaLoop currently forecasts that by the end of this year they will have produced approximately $2+ million in
revenues and have signed agreements with a total of 29 rural operators. They project to generate 518 million
in revenues and 143 signed deals by the end of 2015 and $60 million in revenues and 401 deals by the end of
2016 (see attached summary). They also project to become profitable by the A™ Q of 2015. As of September
1, 2014 they already have 12 signed customer agreements and expect to add at least another 7 rural
customers by the end of September. It appears that they are very likely to exceed their projections. They are
also reassessing their revenue numbers because revenues are scaling at a faster rate than they projected. To
put all of this in perspective they launched their current marketing strategy at the Las Vegas Wispapalooza
2013 Conference In mid October last year. Between then and the end of August 2014 they have signed up 12
clients and, as | said, in September alone they expect to sign at least another 7 new contracts. Some of the
early sign-ups were proof-of-concept trials and some of those are now expanding their service coverage

area.

The Wispapalooza 2014 Conference (WISPA ~Wireless Internet Service Provider’s Association) in Las Vegas is
coming up again on October 12™ through October 18", Last year was the first time that Localoop had their

1
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own booth which was adjacent to Runcom’s booth and it was one of the most active booths at that
Conference and that is where many of these new customers came from. They expect that during this year's
WISPA Conference they will meet many more new rural operator/prospects which will speed up the pace of
new customer signups. Localoaop is sneaking up on the rural 4G marketplace and it is about to turn into a
tsunami. That will then trigger interest among Private Equity firms, Hedge Funds and major Wall Street
brokerage firms. Localoop is about to really blast-off. It is a very good time for investors who aren’t yet a
LocaLoop shareholder to invest before it is too late. And, it is a great time for existing investors to increase
their percentage ownership. Another thing that an investor should consider is to increase their equity
ownership by exercising some of their warrants now. Warrants that you own that are exercisable at $1.67 or
higher (originally $2.50 prior to 3 for 2 forward split) are eligible for a substantial discount if exercised now.

| want to point out that Localoop is the kind of investment that is ideal to be held in a Roth IRA. The business
is growing rapidly and must raise at least $500,000 to support their growth through December. They are on
budget but behind on the capital raising.

| may be able to offer a significant discount for a large investment of between $250,000 and
$500,000. However, it would have to be a solid deal when it is submitted.

Incidentally, Carlis a Member of the CTIA (formerly called the Cellular Telecommunications Industry
Association) which today is referred to as The Wireless Association. He is attending their Conference in Las
Vegas this week. He has several appointments with carrlers and industry suppliers while he Is there. |
wouldn’t be surprised that he might meet up with some private equity groups (PEG’s). |do know that PEG’s
are looking for unique structured debt deals to deploy substantial amounts of cash from pension funds,
insurance companies and banks. | have been telling many of you that U.S. PEG’s alone have in excess of $1.5
Trillion in cash to deploy today. One of my portfolio companies has just been offered a big deal from a.

PEG. And, | think there will be more such offerings coming to more of my portfolio compantes.

Regards,
Paul Crawford

(ofc) 612-676-1436

(et
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EXHIBIT 4
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Crawford Capital Corporation - Home Page 1 of |

Crawford Capital Corporation
(default.htm)

HOME (DEFAULT HTM) BLOG (BLOGDEFAULT HTM) CURRENT PROJECTS (CURRENT-PROJECTS HTML)

connecy; (MinaXedtianio

CONTACT US (CONTACT-US HIML)

A brief history of Crawford Capital...

Paul Crsaford of Crawlord Capeal Corporition (CCC) has been assisting Crawford Blog (blog/defauit. htm)

carly Staga companics wih their fund resing stratngies since 1990, MW

Crawlord is aso an entrep who d Cesicom in 1981 o fld for cne

of the two icenses being ssued in the lop 135 maneis by the FCC for the Click above to read the latest from Paul's blog.

nitial deployment of celular phona netwosks. Celcom ended wp in a oint =

verture with MCI which intiall operated as MC /Celkcom and kiter a3 Celtular

Cno of Minnesota, it was =oid 1o McCaw Communications n mid 1983, In i
!

1998 Paul Crawdord co-founded a very DoiCaom, C

Junction, which today is 2 wholly owned subsiary of Value Click (VCLK). In
2007 M. Crawfond bagan putting al of his focus on “cioud based” Saas8
services and 4G, motle high-speed inlamet communicsbons. You can review
s latest potioho St www. .com (A www htm).

The events gaing on today in communications are actually a revohution hat
wil have a huge tavorable impact on he entire poputation of the workd, Motie,

46 wil also the bigges! for the
entrepreners al over the workd, Uttmalely, the onty connection you wiil need
for 2t B your 10 the Indemel. The opportunites

offered by thesa events are massive and wil happen 3 ramp-up speeds noves
seen before. For this reason Paul Crawford sought out and found a very

=imple solution that can provide a tumkey, mobile, 4G hich-speed netwack
connection Dt will wodk in nral and ender-served xeas of tha workd and can
ba deployed for kot Jess capital than wital Is being spent by legacy, L -2 — e
noumbent communications companies, That company Is calied Local.oop, (Lpioads/ /N2 9623229690253764_om jpg)
nc, { M Jocaloop comidetaist hen) Amerios, Ve temin..

Local.oop, Inc. is an early stage busness idea, whose entire lechnology
platform has been hilly daveloped, tested, paterted (4 lssues) and

depioyed. Paud Crawiord predicts that & wil nat be very fong before the word
“vrscovers” Local.oop. When that ocours, the communications companies 3
wel 23 D Intemet device manufacturers wit all ba pursung relationships wih

Localoop. Click here to learn more about what we're working
on.

Leom more (CUMENI-projects.htmf)

file:///J:/AIVENFORCEMENT/C-07672%20(Bixby%20Energy%20Systems)/ Website%20... 9/15/2015
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U. S. SECURITIES AND EXCHANGE COMMISSION

Investigation # C-07672

DECLARATION OF Russell Castillo
Pursuant to 28 U.S.C. Section 1746, the undersigned states as follows:

1. My name is Russell Castillo I am over twenty-one years of age and have personal knowledge of the matters
set forth herein.

2. lam assigned as an IT Specialist to the U.S. Securities and Exchange Commission’s Division of
Enforcement in Washington, D.C. As part of my duties I am tasked to conduct a Website Capture.

3. Insupport of investigation number C-07672, and at the direction of my supervisor, 1 was tasked to conduct
Website/video capture of the following URL's.

http://www.crawcap.com/

http://www.saasware.com/
4. To complete the above mentioned websitc/video capture the following tools were used:
Offline Explorer Pro 6
5. After each website/video was captured, a CD/DVD containing the identificd web capture was produced to
or

After each website/video was captured for the above criteria, It was stored on a network share in which the
location was provided by Sruthi Koneru. The location that was provided is as follows:

\ad\enfdataexchange\HQtoCHRQ dropoffiWebcapture

6. Any additional comments related to this Website/video capture are provided below:

1 declare under penalty of perjury that the foregoing is true, correct, and made in good faith.

Russell Castillo
[Analyst Name] ' Executed on this 4* day of March 2015.
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Eo All To Whom These Presents Shall Camr, Greeting:

'1 mllfl’ﬁlﬁ Avrticles. of lncorporahcn, duly srgncd n.d acknowledged under ooth ,'
‘_ § have been filzd Tar-iecord in the ofice of the Secrelary off Siarc onthe . 204th T
Jly LA D T9EL for the chrppfahon of

— PAUT, N, CRAVEORD mm'mw
under and in acccrdancc with the provisions of t}le '
, Minnesots Statutes, Chepter 3024,

an. @]ll‘l’ffﬁl’f,ny virtue ol lhe pawj.é". Vc‘i.nd duties vested in me. b

law, as Secretary of State of the Stae of Minnasota. [ do heredy c_en'iiy o

PAU, D. CRAYFCSD) CORBORATION

15 o legally mgamzed Corporanon under the laws of this. Stake
Wimess‘. my ioﬁ‘fimal signature hercunto sub- §
scribed and the Great Sea] of the State of Minnesota'
hereunto affixed this .. 2bLth S— day of P
. in the year of our Lard [

one thousand nine hunc ed and . 8L}

- / S e

R S R S g

Sccrelary ol State.
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J('_‘L Ve g

ARTICLES OF TNCORPORATION OF

PAUL . CRAWFORD CORPORATLON

The onderslpned ineorpovator, belny a satuwial persnn 18 yearn of aga or

older, fa ofder i form a corperate nntity wnder Minnasota Statutes,
Chapter 3025, heceby adopt the fullowing artlcles of Ineorpecation:
ARTICLE 1.
The nase of thls corporntion (s. Paul D. Crawvford Corporation.
ARTICLE 1L,
The reginterwl ofPlen af thix corporation 13 lozated ats -
—. ‘Sprinp Lake Park, Minnssota, 55432,
ARTIGLE T1T.
‘ratton {8 mithovizwal to fssue an asprepate cotal of 1,000,C00
shar.
ARTICLE V.
The nane and address of the Inearporator la:

Paul D. Cruwford

Spring Lake Park, Minnesota 55432

P
. 7 ) ’
¢ 34 - P
&

.
\ ”L;'_{»”

Faul D. rnufocd, 1ncor_pora:or

STATZ OF MINNESOTA )

) S50
CANTY 0F ANOKA )

A
The foreaalng inatreaent wen acknuwledged Ivefove me this tL) day of

7 1% P .

_,;x//‘ o ../.-.-//--f

Notare "nhl'\

,,-\, " CARGL M. DONEATY ;
/, ..{ NOIANY FUDLIC « MWNESCTA

NANTEY COUNTY
L3 Lomire Ot 34 lm ‘
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_Stote of Minnosota
s 3/ Offico.of the Secsetary of Stato
7/ . " . ;
-~ 3\/\ AMENDMENT OF ARTICLES OF INCCRRORATION .- 1198

» READ msmucmusArw'mu OF FACE BEFDRE COMPLETING THIS FOHN

CORPORATE NAME, )
Paul D. Crawford Corp. ]

Tiis smendment Is affective ontho day ht Is fied with tho Secrotory of State, untass you Indicato another Aote; no lstet
t1.un 30 daya after fling with tha Sograzary af Stete, in \hia bax: [

Tho fotowing smendments of anlem or modifications 10 tho statutoly 1equizemanta roguisting the above camporation
wero odopted: linsert full toxt of nawly smendad or moglflad eniclalal; tadicating which priicla(s) lsfaral being smonded ae
oddad, tf the full text of ihd nmdmcmwﬂ ndtMintho 0pace pmrlthd, plooso db not usa this tanm. nstaad, ratypo the
2mond=nocs on 0 Separals ahmwuneeu\uw this forman.

ARTICLE L.

Article X is hereby amended as followsn:

That thp name of -the corporation shall henceortn be
czawford Capital Corp. “FYT

This anendment was approved- on June 1, 1931 by 100% of those
awning shares.

d has baen appravad p nt ta cheptor 3D2A, Min Statules.

lemﬂy thattsmauthoiksd o mmu\hemn&mmwllum: cortify that | undarsiard that by signing this smond
man, | am subjact totho fansliiss of por}\sryanul '{orth In saction 809.48 a3 121 had sigiulthis smandioat undor um.w

(!83_04

INBTRUCTIONS: " | FORUSE BY THE SECRETARY OF STATC

T2 Typo or peint with dark blocks lk.
2, Flingfoe: $36.00.

3. Makochast payoblato Socrotory of Stalo. .
STATE OF MINNESOTA
4. Mall orbring completad forms 10 DEPART Mﬂm'.‘mm STATE

Secrotary of Stota
Businasa Satvicog Dlvislon JuL. 081381
180 Stote OHilca Building
Salnt Paul, MN 65165 /-—»Mwl
(812) 298-2803
$C.00175-00 10738 Secrolory o} oamy .
-

- -
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1, Corpornts Namo:

STATS OFMINNESOTA 55
SECRETARY OF STATS

NOTICE OF CETANGE OF REGISTERED OFFRICR/ KTt
REGISTERED AGENT

Plsaso rond o Insguctions on tho back belorn completing this form.

_Chiseorn Croimrae (arorscion

2. Roglstarsd 0ffice Adcrasg (No, % Syroal): Lista bomplole sreet addrass or rural route and numd routa box

winber. Apbst Gifioa box Is nol scceplable.

Cliy

Sile  Zip Code

awwwwmmmummnpmpmmmwumm

coporations):-

M you do ot wish to dealgnate oy sgent, you st Ust *NONE® »1 B box. DO NQT LIST THE CORPORATE NAME.

tn'compflancg with Mlfanesoki Stititos, Soction 302A.123, 303.10, 308A.025, 917A.123 or 3228135 ) cartily that the:
ghove isted company lias resolvad tn thafigo the company’s registarod aflics: end/or agent e R.lod above.

1 corfly thal | am sthatized 10 executathis cortificato and | frther cottify that { undarstand that by signing this
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Office of the Minnesota Secretary of State
Certificate of Administrative Dissolution

I, Mark Ritchie, Secretary of State of Minnesota, do certify: that the entity listed below
has failed to file.an annual renewal as required by the Minnesota Statute listed below:.
Therefore, the entity is hereby administratively dissolved in the state of Minnesota as of

the date of this certificate.

Name:

File Number:

Document Number:

Minnesota Stattes, Chapter:

Home Jurisdiction:

This certificate has been issued on:

1853

T nmu"

Crawford Capital Corp.

3Y-5

65141860002

302A

Minnesota

02/25/2013

Mark Ritchie

Secretary of State
State of Minnesota
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iR ¥ {%-\-“_ N
Work Item 651418600029
Original File Number 3Y-5

STATE OF MINNESOTA
OFFICE OF THE SECRETARY OF STATE
FILED
02/25/2013 11:59 PM

Mark Ritchie
Secretary of State
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Former Bixby Energy CEO guilty of defrauding investors - Star It

Jury finfls W'akér guilty in Bix y Endrgy
invésto frvu

Robert Walke{ guilty 0§17 counts; 1,800 investors who lost a
combined $57 million :§e unlikely to recover any of it.

By David Shatter (http://www.stdrtribune.com/david-shatter/10645931/) Star Tribune

MARCH 6, 2014 — 12:06AM

‘The businessman who invented the Sleep Number bed could spend the rest of his days in
prison after a jury on Wednesday found him guilty of cheating investors in an energy
company he cofounded and ran for a decade.

A federal jury found Robert Walker, former CEO of Bixby Energy Systems, guilty of
defrauding investors, tax evasion, wit pering and conspiracy. He will be
sentenced at a later date, but the most serious counts carry 20-year maximum terms.

The six fernale and six male jurors heard seven weeks of testimony and deliberated a day
and a half. They hardly glanced at Walker as their 17-count guilty verdict was read
before U.S. District Judge Susan Richard Nelson.

U.S. marshals led Walker away, and his wife, Joann, rose sobbing from the sp
seats. “He is 71 years old,” she said later. “I am concemed about him spending the rest of
his life in prison.”

Walker suffers from psoriatic arthritis and was scheduled for medical

Wednesday.

But some of the 1,800 investors who Jost $57 million on Bixby Energy’s failed alternative
energy projects said prison is where he belongs.

“He absolutely ripped off all of us,” said investor Frank Simon, a retired businessman
from Dayton, who now lives in Yuma, Ariz. “If I end up with getting nothing back, the
only satisfaction 1 have is that he'll never get a chance to cheat anybody else.”

Simon said he believes he was one of the original five investors in Bixby and eventually
handed over $250,000 to Walker. He said he accepted Walker's claims that Bixby would
eventually trade on the stock market, which would create a big profit for the investors.

But a public offering never happened.

Walker cofounded Bixby in 2001, and it originally focused on producing corn-burning
stoves to heat homes. When that business collapsed, he turned its tocus to a developing a

d 09/17/15 Page 58 ¢f 120
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%mw&'e}ammmmm oo
for teslifying against Walker, he hopes to
reduce that sentence. He pocketed $3.5
millon of the $57 million raised from Bixby

S.

coal-to-gas technology, but it never worked. The pany, based in R y, collapsed
in 2012, a year after two Bixby directors sued to oust Walker.

Investors were lured to Bixby by Walker and fundraisers he hired who worked for a 10
percent cut of cach investment. Walker testified during the trial that he never intended
to cheat anyone. But evidence revealed that Bixby had employed two felons, including
one Walker had hired as chief financial officer and main fundraiser.

Steve DiBenedetto, a retired factory worker from Blaine, said he and several relatives all
got sucked into the scam and lost money, in his case about $5,000. “He took a lot of
money from a Jot of people,” DiBenedetto said. “I kept hearing them talk about how
we’re all going to make a lot of money. ... But they just kept asking for more and more.”

Walker rose to prominence in the 1980s when he founded Select Comfort, the maker of
air mattresses with adjustable settings, His apparent success with that company
convinced Bixby investors that it would fare well, too. But at the trial, a retired
investment banker who helped bail out Select Comnfort in its early years testified that
‘Walker brought that company close to bankruptcy in 1991 and was booted out as CEO
several years before it went public in 1998,

Prosccutors led by assistant ULS. attorneys David MacLaughlin and Benjamin Lagner
built their case on more than 600 documents, including many e-mails and newsletter
articles written by Walker that touted Bixby’s technology. They were flashed on a giant
screen as 33 investors, former executives and others testified about the company’s
downfall,

Stark contradictions

http://www.startribune.com/former-bixby-energy-ceo-guilty-of-defrauding-investors/2486...

O e e

stock warrants. She was not charged in the
liﬁﬁb”eé‘ﬂifrﬁBe founder of Select Comfort and

formar CEO of Bixby Encrgy. was arrested
PinlpBrlopnySy/stinral txbic Mmnd ohapzny
was charged in 2011 with securities fraud
and agreed to cooperate with the
government under a deferred proseculion
agreement, This happened after former CEO
Bob Walker was ousted by outside directors.
The company falled a year later.

9/14/2015
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Former Bixby Energy CEQ guilty of defrauding investors - Star

Among the more remarkable jitems was a june 2010 ¢-mail to a contractor in which

Filed 09/17

Tribune.com

Walker comnplained that Bixby’s coal gasification machine didn’t work. On the very same

day, Walker put out a news release saying the company’s “revolutionary process that
effidently converts coal into clean-burning energy has been developed and is
commercially available.”

Walker even enlisted a former congr Gil Gutknecht, to prommote and invest in

Bixby. Gutknecht, who represented the Rochester area in Congress for 12 years ending in

2007, joined the company’s board but lly grew disillusioned with Walker and
was onie of the directors to push for his ouster three years ago.

After Wednesday’s verdict, Gutknecht said he and many others believed in the Bixby
dean-coal process, He kept working until 2012 to comumercialize it, but the first

installations in China failed, The company was left with “machines that are worthless”
and a “mountain of debt,” he said, He doubts anyone will find hidden assets to recover.

He declined to say how much he lost.

“It is a sad ending to a long, tragic story,” Gutknecht said. “I feel bad for an awful Jot of

investors. ... On the other hand, it is a relief.”

Walker has been behind bars since August, when he viclated his probation by contacting

a government witness through an intermedidry. That was the basis for the witness
tampering charge, Walker’s ing date hasn't been set.

During a pre-sentencing review, the victims of the Bixby scam and their losses will be

tallied, Pr s are required to seek a restitution order, and a special civil unit in the

US. attomney’s office typically looks for assets to recover. But after a riminal

investigation lasting six years and involving U.S, postal inspectors, the Internal Revenue

Service and the FB, the trial revealed no evidence that anything is left of investors’
money.

Instead, prosecutors presented evidence that Walker enriched himself and others, and

that Bixby never made a dime of profit. Walker once lived in a 12,000-square-foot home

with an indoor pool in Ramsey. He also put his daughter, Melanie Bonine, on the

payroll. She pleaded guilty Jast year to evading federal tax on Bixby securities she sold at

2 $700,000 profit. She also awaits sentencing.

After the verdict, p 3 declined to on whether the Bixby tnvestigation is
over. In court papers, prosecutors previously have identified uncharged co-conspirators.

*“We deeply appreciate the work of this jury,” MacLaughlin said.

david shatfer@startribune.com 612-673-7030 ShafferStrb

/15 Page 59 of 12
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g 22 United Statcs Dcpartment ofiJustics

THE UNITED STATES ATTORNEY'S OFFICE
DISTRICT fMINNESOTA
[ =

News
Department of Justice
U.S. Attorney's Office
District of Minnesota
FOR IMMEDIATE RELEASE Tuesday, September 30, 2014

Founder Of Bixby Energy Systems Sentenced To 25 Years
In Prison For Stealing More Than $56 Million From
Investors

Minneapolis - ROBERT ALLEN WALKER, 72, of Ramsey, Minnesota, was sentenced on
September 25, 2014, to 25 years in federal prison for stealing more than $56 million from
hundreds of investors. On March 5, 2014, after an 8-week trial, WALKER was found guilty of four
counts of Mail Fraud, nine counts of Wire Fraud, one count of Witness Tampering and three
counts of Tax Evasion.

From 2001 to 2011, WALKER was the president, chief executive officer, and chairman of the
board at Bixby Energy. In that capacity, he raised more than $43 million from at least 1,800
investors by offering company securities based on false and misleading information about 1) the
payment of salaries and commissions to Bixby officers and directors; 2) the operational capability
of Bixby's core product, a coal gasification machine; and 3) the prospect of conducting an initial
public stock offering. WALKER also used investor money fund his and his family's lavish
lifestyles.

As part of the scheme, WALKER told investors that Bixby officers and directors would not be
compensated for selling company securities but then directed payments of at least $3 million to a
company officer for doing just that. From those payments, the officer then kicked back more than
$600,000 to WALKER. This “commission sharing” arrangement was not only concealed from
investors but from the company’s board of directors. WALKER also lied repeatedly about the
capability of the company’s coal gasification machine, characterizing it as “proven” and “ready for
market,” when, in fact, the technology had never worked, and the machine had substantial
defects.

Moreover, throughout the company's existence, WALKER told investors that Bixby was going to
conduct an initial public offering of its stock in the near future, when, in truth, he knew it could not

http://www justice.gov/usao-mn/pr/founder-bixby-cnergy-systems-sentenced-25-years-pris...  9/14/2015



CASE 0:11-cv-03656-JNE-JJK  Document 166-1 Filed 09/17/15 Page 62 of 120
Founder Of Bixby Energy Systems Sentenced To 25 Years In Prison For Stealing More T... Page 2 of 2

be done because, among other things, the company could not obtain legitimate audited financial
statements, and the company’s coal gasification machine was incapable of delivering results
consistent with WALKER's outlandish promises.

As part of his sentence, WALKER was ordered to pay over $56 million in restitution.
Assistant U.S. Attorneys David J. MacLaughlin and Benjamin F. Langner prosecuted this case.

This case was the result of an investigation conducted by U.S. Postal Inspection Service, the
Federal Bureau of Investigation, and the Internal Revenue Service-Criminal Investigation
Division. »

Defendant Information:

ROBERT ALLEN WALKER, 72
Ramsey, MN

Convicted:

« Mail Fraud, 4 counts

« Wire Fraud, 9 counts

* Witness Tampering, 1 count
« Tax Evasion, 3 counts

Sentenced:

» 25 years in federal prison
* 3 years supervised release

USAOQ - Minnesota
Updated April 30, 2015

http://www justice.gov/usao-mn/pr/founder-bixby-energy-systems-sentenced-25-years-pris...  9/14/2015
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JoAnn O. Walker

From: Paul Crawford [pc@crawcap.com)
Sent:  Saturday, July 07, 2007 4:31 PM

To: JoAnn O. Walker

Subject: RE: warrants due Paul Crawford et aj

JoAnn,

Because of securities issues our undérslanding was done on a hand shake. Thatwas the deal. Secondly, all the
warrants we have been issued were, as agreed, for 5-years.

Paul

-——Original Message-----

From: JoAnn O. Walker [mailto:joannw@bixbyenergy.com]
Sent: Thursday, July 05, 2007 10:22 AM

To: Paul Crawford

Subject: RE: warrants due Paul Crawford et al

| just spoke to Bob and apparently there was some misunderstanding when |
spoke to him earlier this week. He agrees that it is 10% of the stock not
warrants . However, he said we do not pay on the second investment. He
isn't sure about the 5 years. Ron Kinner and Dennis are both out the rest of
the week, and | don't have access to the agreements. Also How about the

names | couldn't find. JoAnn

From: Paul Crawford [mailto:pc@crawcap.com]
Sent: Wednesday, July 04, 2007 2:19 PM

To: JoAnn O. Walker

Subject: RE: warrants due Paul Crawford et al

July 4, 2007

JoAnn,

You have got all of this very wrong. | received 36,673 warrants, which expire on May 1, 2009 not, as you
claim in June 27, 2007, for my success at raising more than a million dollars for Bixby through Chris
Weides in 2004. Those warrants are not part of the wamants | am owed. | subsequently refused to
continue to raise capital for Bixby if | had to go through Chris. Dennis and Bob subsequently came to my
office in early 2005 and asked me to raise money for Bixby directly for which | was to be paid a consulting
fee of 10% and | was also told that | would recelve 5-year warrants in an amount equal to 10% of the
shares acquired by my contacts. There was no mention of any exclusions including not being paid a fee
nor receiving any warrants for additional investments by my clients. | have been trying to get these
warrants straightened out since 2005 and | am really getting tired of dealing with this. A deal was a deal
and | am not going to allow you to renege on the agreement. My May 31 letter is correct and | am owed
36,300 5-year warrants, exercisable at $2 per share for the money raised in 2005 and | am owed another
56,313, 5-year, $2 warrants for the money | raised in 2006.

1 will confirm the investments of Byron Johnson, George Herman and Charles Neisen.

Disregard my June 19, 2006 letter. | will pay the $50 per new warrant document but | will reduce the
number of recipients to four as follows:

71912007

BIX104201
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10,000 to Douglas C. Sefander, HEND265, KM innetonks, MN 55343
10,000 to Joseph Mooney. [ o5, IR \inneapolis, MN 55414

10,538 to Dan Neisen,[iSNE077>. NRRRN - e Piaine, MN 56011
The remaining balance will all be jssued to me, Paul Crawford -5481, —Spring

Lake Park, MN 55432. Therefore | will owe Bixby $150 which | will deliver when I can pick up the
warrants. '

Sincerely,

Paul Crawiord

—--Original Message-—-—

From: JoAnn O. Walker [mailto:joannw@bixbyenergy.com]
Sent: Monday, July 02, 2007 11:39 AM

To: pc@cawcap.com

Subject:

| forgot to mention that we issue one warrant at no charge. If you wish to
split these warrants there will be a $50.00 Fee for each exira one. Since
you want it broken down into 9 warrants, your cost would be $450, In
addition you show you have 92,613 warrants coring which is triple the
amount | show you have left. '

JoAnn Walker.

Investor Relations

763-488-1014

Bixby Energy - "Redefining the Future”
www.bixbyenergy.com

JoAnn Walker

Investor Relations

763-488-1014

Bixby Energy - "Redefining the Future"
www.bixbyenerqy.com

71972007

BIX104202
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BIXBY ENERGY SYSTEMS, INC., SUMMARY

The U.S. faces a looming energy crisis that could suddenly stop our economy in its
tracks. Imagine not having enough gas to heat our homes and businesses and
curtailments in electrical usage due to shortages of natural gas. Can this happen? It most

certainly will unless the U.S. comes up with other resources to fulfill our growing

dependence on natural gas,

As recently as 15 years ago natural gas was poimarily only used to heat our homes,
Today almost half of the available natural gas is being used to produce electricity.
Electricity is in short supply as well and new power plants will be coming on line that
will be powered by gas.

Finding alternative sources of energy is urgent. The paradox is that the U.S, throws away
more potential energy than we actually use, Bixby Energy Systems is the first business to
have found the way to harness waste. Bixby is in the right place at the right time. It was
Jobin D. Rockefeller who, 115 years ago developed the technology to turn useless crude
oil into an energy source. Bixby is doing the same thing with biomass produced from
abundant waste materials much of which today is buried in landfills.

Bob Walker, the founder of Bixby, invented the “Sleep Number Bed” and in 1987
foumnded Select Comfort, Inc. Bob Walker revolutionized the bedding industry. Today
Select Comfort, with over $480 million in sales, is the single largest manufacturer of
bedding in the world. At a market cap of $840 million Select Comfort has a market cap
that is larger than the combined values of their next three competitors. Select Comfort’s
NASDAQ symbol is SCSS (See attached 5-year stock performance).

Crawford Capital Corporation has been retained by Bixby Energy Systems to assist them
inraising their next round of capital. Discussions are underway whereby the Department
of Energy, certain community development agencies, the State of Minnesota, efc. are
initiating a plan to provide substantial grants and special loans for Bixby to build a
250,000 ton pelletizing plant in southern Minnesota. The principal waste material that
will be converted into energy pellets is Dry Distiller Grain (DDG), a very high BTU
content agriculture waste produced from the processing of com into ethanol.

Currently, Bixby has a backlog of over 6000 corn (pellet) stoves, their first product, that
are sold to fireplacc and hearth retail outlets principally located in rural areas of the
Midwest. This award-winning stove retails for $2995 and is sold to dealers for $2000.
Bixby is scaling up their manufacturing to meet the incredible demand for this product.

Later this year they will be introducing their first home heating furnace and in 2005 a
revolutionary furnace that will beat water, provide complete heating and air conditicning
and produce enough eleciricity to make most homes totally self sufficient as to electrical
needs.

PLIF.
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( Bixby currently has 13 million fully diluted shares outstanding and is seeking to raise $10
to 12 million in a private offering.

The present offering is priced at $1.60 per share. Pending Board approval, Bixby’s
management bave agreed to issue a 3-year, §2 warrant for each two shares acquired to
early investors in this offering. Let us know if you want us to send you a copy of Bixby’s
Private Offering.

Please visit www.bixbyenersy.com where you can leam more about this exciting
company. Bob Walker is going to turn Bixby into an even bigger success than what he
created at Select Comfort.

Contact us for more information or to answer any questions:

Paul D. Crawford or Joe Mooney
Crawford Capital Corp.

65 Main St. S.E., Suite 141
Minneapolis, MN 55414

™ (phn) 612-676-1436

‘ : (fax) 612-676-1438
(cel) 612-308-6466 (Paul)
(cel) 952-237-2811 (Joe)
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CRAWFORD CAPITAL CORP.
125 S.E. MAIN ST., SUIT2 270
MINNEAPOLIS, MN 55414
May 31, 2006
Dennis Desender
Bixby Energy Systems

9300 75" Ave. N.
Dear Dennis:

I have never received the 36,300 warrants I eamed for the capital I raised in early 2005.
This included the following investors who acquired a total of 363,000 shares at $1.60 per
share:

Ron Runck
- Ross Gramstad
Fraok Dosal (2™ investment
Cush Minar
Harriet Holden
Ken Beaudry
Ron McDaniels

Attached is the list of my recent investors. The total shares accounted for in the most
recent round is 563,125. Therefore, in addition to the 36,300 noted above, you also owe
me an additional 10% (56,313), $2 warrants so the total warrants due is now. 92,633~

wastants. |

Regards,
biut Dty

Paul Crawfor

BIX104147
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BIXBY INVESTOR LIST

2003 Investors ' Number of Shares
Gerald G. Mueller Trust
Carl Kuhrmeyer
Don Halla
Jerry Jacoby
Ron King.
- Doug Selander, Jr.
John Ball, Jr.
John Ball, Sr.
Eric Sorenson .
Dr. Philip Sweetser
Dr. Robert Reese
Richard Anderson
. Larry Hopfenspirger
" Gary Bohn
Steve Cheney -
Frank Dosal
Neisen/Crawford
Ernest Delanghe .
Total 1,033,750

2005/06 Investors
John Kuhrmeyer
Staley Gentry
William Degnan
Manish Agarwall
John Scheef

Gary Krugel

Bob Bringer-

Joe Behnke

Dennis Neisen
David Fernald
Rollie Stinski
George Holden
Cush Minar

Larry Karkela

Mick Thorsland
Richard Pryzmus
Byron Johnson
Brad Smegal
Sweetser Fmly Ptsp
Kenneth Tice

Dr Philip Sweetser (2" Inv)
George Herman
Scott & Ryan Shinehouse
Tim & John Kocina

CCC 0001



Colin Neisen

Mark Fogerty
Richard Parry

Roger & Carol Paul
Jerome Cowan
Harry Haluptzok
Edie Dorn

Ron Runck

Ross Gramstad
Frank Dosal (2™ Inv)
Cush Minar (2™ Inv)
Harriet Holden.

Ken Beaudry

Ron McDaniels
Total

-

1,076,125
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12:32 PM
06/22/10

Num

CASE 0:11-cv-03656-JNE-JJK Document 166-1 Filed 09/17/15

Bixby Energy Systems, Inc.

Checks for Paul Crawford

.Date Account

All Transactions

Amount

10746
Total

02/09/2004 Wells Fargo

Page 75 of 120
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12:33 PM Bixby Energy Systems, Inc.
06122110 y gy Sy ’
All Transactions
Type Num Date Account Amount
Check 12197 08/19/2004  Wells Fargo -5,000.00
‘Check 11776 07/20/2004  Wells Fargo -7,500.00
Check 11607 06/14/2004  Wells Fargo -4,000.00
Check 11413 05/27/2004  Wilis Fargo -10,800.00
Check 11112 03/30/2004  Wells Fargo -5,200.00
Check 11035 03/16/2004  Wells Fargo -9,800.00
Totat ’ 42,300.00

All Transactions for Crawford Capital Corp

CCC 0004

Page 1 of 1
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12:30 PM

062210 Bixby Energy Systems, Inc.
All Transactions for Crawford Capital
All Transactions
Type Num Date Amount
Bill Pmt-Check 8671 112812008 -1,750.00
Bill 111512006 -1,750.00
Bil 8-3-06 08/03/2006 -8,000.00
Bili Pmt-Check 7835 08/03/2006 -8,000.00
Bill PmL-Check 7747 07/28/2006 -16,000.00
Bl 7-26-06 07/26/2006 -16,000.00
Check 7257 06/02/2006 -42,000.00
Bill Pmt-Check 7036 05/16/2006 -36,500.00
Bill 51506 05/15/2006 -18,450.00
8il 5-1-06 05/01/2006 -18,450.00
Bill 4-28-08 04/28/2006 -8,000.00
Bill Pmt-Check 6781 04/28/2008 ©-8,000.00.
Bil " 04115/2008 -3,200.00
_ BWlPmt-Check 6672 0411472008 -3.200.00
Total 189,700.00
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Page 1 "7 Paged|
1 UNITED STATES DISTRICT COURT 1 APPEARANCES OF COUNSEL: .
2 FOR THE DISTRICT OF MINNESOTA 2 FOR PLAINTIFF:
3 3 U.S. SECURITIES AND EXCHANGE COMMISSION
L B R T R 4 DIVISION OF ENFORCEMENT
5 UNITED STATES SECURITIES AND ) 5 BY: TIMOTHY STOCKWELL, ATTORNEY AT LAW
6 EXCHANGE COMMISSION, ) 6 JONATHAN S. POLISH, ATTORNEY AT LAW
7 Plaintiff, ) CASE NO. 7 175 W. Jackson Boulevard
8 ) 1l-cv-3656 (JNE/JJK) 8 Suite 900
9 GARY A. COLLYARD, ET AL. ) 9 Chicago, Illinois 60604
10 Defendants. ) 10 Telephone: (312) 353-6884
11 ) 11 Email: stockwell@sec.gov
I2 - = e e - e e s e e e e e e - - 12 polishj®sec. gov'
13 13
14 14 FOR DEFENDANTS, PAUL CRAWFORD AND CRAWFORD CAPTIAL
15 15 PAUL ENGH LAW OFFICE
16 DEPOSITION OF GARY BOHN 16 BY: PAUL ENGH, ATTORNEY AT LAW
17 WEDNESDAY, APRIL 1, 2015 17 220 South Sixth Street
18 18 Suite 1225
19 19 Minneapolis, Minnesota 55402
{20 i 20 Telephone: (612) 252-1100
21 BEHMKE REPORTING AND VIDEO SERVICBS, INC. |21 Email: enghd4@aol.com
22 BY: CHARLBY G. WILLIAMSON, COURT RBPORTER |22
23 160 SPEAR STREET, SUITE 300 |23
24 SAN FRANCISCO, CALIPORNIA 94105 |24
25 {415) 597-5600 {25

Page 2 Page 4
1 INDEX
L 2 WEDNESDAY, APRIL 1, 2015
i 3  GARY BOHN PAGE
4 4 Bxamination by MR. STOCRWBLL 7
5 5 Examination by MR. ENGH S2
5 6
7 7 -000-
8 Deposition of GARY BOHN, taken on behalf 8
9 of PLAINTIFF, at the United States Courthouse, United a
10 States Deparxtment of Justice, 300 South Fourth Street, 10
11 Suite 6§00, Minneapolis, Minnesota, commencing at 12:02 1
12 p.m., WEDNESDAY, APRIL 1, 2015, before Charles G. |12
13 williamson Court Reporter, Notary Public, pursuant to 13
14 Subpoena. 14
17 17
18 18
19 19
20 20
21 21
22 22
23 23
24 24
25 25
L - 1 e
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Page 5 Page?
1 XHIB
EXHIBITS 1 WEDNESDAY, APRIL 1, 2015; 12:02 P.M.
2 GARY BOHN 2
3  Number Doscription Page 3
4 Exhibit 17 Subpoena - 3 pagceo 8 4
: 5 GARY BOHN
Exhibit 18  Bixby Emergy Systems, Inc. Summary 6 a witness in the above-entitled
7 - 2 pages 1819 action, after having been first duly
8 8 sworn, deposes and says as follows:
9 Rxhibit 19 Exhibit A, Form of Subscription 9
10 Agreement, Letter of Investment 10
11 Intent And Lock-Up - 4 pages 20 149
12 12 EXAMINATION
13 Exhibit 20 Copy of Chock No. 9219 - 1 page 22 {14
14 14 BY MR. STOCKWELL:

E-mail from Paul Crawford dated
Aapril 15, 2004 - 1 page 24

[

wn
I
o

Q. Good afternoon, Mr. Bohn. My name is Tim
Stockwell. I'm an attorney with the Securities and
Exchange Commission. I'm with my colleague,
Jonathan Polish, who is also with the SEC, and
we're here for a deposition in the matter of SEC
versus Gary Collyard, et al, 11-cv-3656.

[Ty
Qo
BoR
~ o

=
(-

Exhibit 22 E-mail from Paul Crawford dated
September 25, 2006 - 1 page 27

[
-]

P
v ®

N
o
[~
o

B-mail from Paul Crawford dated

E

21 And if, Mr. Engh, you can make your
22 Octobex 13, 2006 and attachment 22 appearance for the record?
23 - 4 pages 38 123 MR. ENGH: My name is Paul Engh.

N
[
134
w

E-N-G-H is the last name. I'm an attorney

25 25 representing Paul Crawford and Crawford Capital.
Page 6 Page 8
1 EXHIBITS - CONTINUED 1 In addition, Mr. Crawford himself is attending the
2 GARY BOHN 2 deposition.
3 Number Description Page 3 MR. STOCKWELL: Thank you.
4 Exhibit24 E-mail from Paul Crawford dated 4 (Whereupon, Plaintiff's Exhibit Number
5 May 22, 2008 and attachment 5 17 was marked for identification.)
6 - 3 pages 41 6 BY MR. STOCKWELL:
7 7 Q. And the witness has been sworn in. And in front of
8 Exhibit 25 E-mail from Paul Crawford dated 8 you, Mr. Bohn, 1 have placed what I have marked as
9 August 24, 2011 - 2 pages 43 9 Plaintifi"s Exhibit 17 with today's date underneath
10 10 it. Is that a subpoena for testimony at 2
11 Exhibit 26 E-mail from Paul Crawford dated 11 deposition that you received?
12 January 13, 2014 - 2 pages 46 12 A. Yes.
13 ’ ‘ 13 Q. And are you here pursuant to that subpoena today on
14 Exhibit27 E-mail from Paul Crawford dated 14 April 1st?
15 February 10, 2007 - 2 pages 43 15  A. Yes.
16 16 Q. Okay. Before we get started, let me just go
17 17 through a few quick tips and ground rules. Since
18 i8”’ we have a court reporter here, the court reporter
19 19 is transcribing every word that we say. So to the
20 20 extent that we can avoid talking over each other,
21 21 T'll try to avoid interrupting you in questions,
22 22 and if you can try to avoid interrupting me in
23 23 answers, that would be greatly appreciated. That
24 24 does that make sense?
25 25 A. Surc.
-
Min-U-Seript® BEHMKE REPORTING AND VIDEO SERVICES, INC. (2) Pages 5-8
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o Page 9 T Page 11
1 Q. Also, we'll need verbal answers, so nodding of the 1 Q. And was Mr. Niesen -- did he have a prior
2 head or shaking of the head will not really 2 relationship with Mr. Crawford?
3 suffice. Do you understand that? 3 A. 1think so, yes.
4 A. Yes. 4 Q. And do you recall roughly time frame when you first
5 Q. Andifyou need to take a break for any reason, 5 learned of Mr. Crawford from Mr. Niesen?
6 just let me know and we can go off the record and 6 A. I'dsay early 2000s.
ki take a break. Does that make sense? 7 Q. Did you eventually speak with Mr. Crawford?
8 A. Yes 8 A. Yes.
9 Q. Allright. Let's just start with just briefly your 9 Q. And what was the reason behind you speaking with
10 educational background? 10 Mr. Crawford?
11 A. Igota high school degree and a licensed well 11 A. Investing with him in certain products.
12 driller and a licensed scptic installer. 12 Q. Do you recall if you reached out to Mr. Crawford or
13 Q. Okay. And what's your — just go through your 13 he reached out to you?
14 general employment background, if you could? 14 A. Oh, I would think — I think he reached out to me.
15 A. Youmean like when I started or just what we do? 15 Q. Okay. Do you recall what investments you first did
16 Q. Go from that currently if you are employed? 16 with Mr. Crawford?
17 A. 1am with Bohn Well Drilling and we install septic 17 A. [think it was Commission Junction.
18 systems and well drilling and repair and 18 Q. What was Commission Junction?
19 excavation. Started the business back in 1975. 19 A. Pardon me?
20 Q. Do you own the business? 20 Q. What is Commission Junction? .
21 A. Yes. 21 A. 1don't have a good definition for what it was. 1
22 Q. How many employees? 22 don't remember what it all involved for sure. Some
23 A. Oh,Idon'tknow. Thirteen or 14, 23 kind of advertising or something, 1 believe.
24 Q. Any employment history before that, before 1975? (24 Q. And what was your understanding of Mr. Crawford's
25 A, Yes. I wascmployed by Minnesota Valley well 25 association with Commission Junction?
Page 10 Page 12
1 drillers. 1 A, That he was able to sell investments into the
2 Q. And how long were you with them? 2 product.
3 A, Idon'tknow. Five years. 3 Q. Andinvestments, are we talking the stock in the
4 Q. And what was your position there? 4 company?
5 A. Driller, repairman, technician. 5 A. Yes.
6 Q. And before that? 6 Q. Okay. Any other type of investments?
7  A. I'wasin high school. 7 A. That1do with him?
8 Q. Okay. All right. And you know an individual by 8 Q. Yeah. We'll stick with Commission Junction, that
9 the name of Paul Crawford? 9 Mr. Crawford was selling for Commission Junction?
10 A. Yes. 10 A, Ithink therc was IQ Universe or something before,
11 Q. Whois Mr. Crawford? 11 well, Commission Junction.
12 A. Hesells-- or I don't know the right 12 Q. And IQ Universe, is that a different company from
13 terminology -- investments. 13 Commission Junction, if you recall?
14 Q. Okay. And how did you come to learn who Mr. 14 A, [think so, yes.
15 Crawford was? 15 Q. Okay. So that was another company that Mr.
16 A. Ithink it was through mutual friends. 16 Crawford was selling investments for?
17 Q. Do you recall the names of the friends? 17 A, Yes.
18 A. It was probably Dan Niescn. 18 Q. And hew did you -- what type of information did Mr.
19 Q. Can you spell the last name? 19 Crawford provide to you when you first talked with
20 A. Niesen, N-I-E-S-E-N. 20 him about these two companies, Commission Junction
21 Q. And do you recall how it came about that you 21 and 1Q Universe?
22 learned of Mr. Crawford’s name through Mr. Niesen? {22 A. Well, T think he supplicd me with some, well,
23 A. Oh, just talking to him about different investments 23 verbal information about it, and then I think there
24 and stuff and just some things that I was 24 was some paperwork that he showed me and stuff
25 interested in and just pursued it from there. 25 about the product. Or the investment, | should
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Page 13 - Page 15 '
1 say. 1 A. It was the information about the company, you know,
2 Q. And do you recall the meeting with Mr. Crawford 2 the growth of it and stuff and what its future
3 face-to-face regarding these first couple 3 growth is expected to be.
4 investments? 4 Q. And was this the main source of information that
5 A. Yeah. 5 you had regarding these companies when you first
6 Q. Do you recall meeting him in an office that he had? 6 learned of them?
7 A. Tdon't think it was in his office for the first 7 A. Ycah. Yes, other than, you know, Paul talking
8 ones. 8 about them.
9 Q. Where do you think it might have been? 9 Q. How about Bixhy Energy Systems; is that a company
10 A. [Ithink it was in Savage at Niesen's spot. 10 that you invested in?
11 Q. Okay. Have you been to Mr. Crawford's office? 11 A. Yes.
12 A, Yes. 12 Q. And how did you first learn about Bixby?
13 Q. And what purpose were you at Mr. Crawford's office? |13 A, Through Paul Crawford.
14 A, It was for other investments. 14 Q. And is that something that you brought to Paul's
15 Q. And what would take place at Mr. Crawford's office |15 attention or did he bring the potential investment
16 regarding those other investments? 16 to your attention?
17 A, Meetings about other investments, 17 A. He brought it to my attention.
18 Q. And what would Mr. Crawford discuss regarding those |18 Q. And do you recall — do you know why Mr. Crawford
19 other investments? 19 brought it to your attention?
20 A. Well, discuss the product there and I guess the 20 A. He just thought it would be a good investment to
21 price of the shares or stock that you'd be buying 21 get into.
22 or investments or -- 22 Q. Do you recall what else he talked to you about
23 Q. Okay. Would he recommend certain investments to {23 regarding Bixby the first time he discussed it?
24 you? 24 A. Nothing in particular, no, other than I know it was
25 A. Yeah. 25 for corn burners and -- when it first started out.
Page 14 Page 16
1 Q. And]Ipresume these are the investments you 1 Q. And where in the timeline would you place your
2 actually invested in through Mr. Crawford, that he 2 investment in Bixby, before or after the Commission
3 would recommend them and you would go ahead and | 3 Junction or the IQ Universe?
4 invest based on his recommendation? 4 A. Afterwards.
5 A. Yeah. 5 Q. Do you recall receiving information about Bixby
6 Q. And would that typically be at the price that Mr. 6 from Mr. Crawford?
7 Crawford would discuss with you? 7 A. Yes.
8 A Yes. 8 Q. Do you specifically recall what that type of
9 Q. Would he discuss with you a potential return on 9 information was?
10 your investment as far as how much you can expect {10 A. Just information about the company and its growth
11 or how long it might take to get a return on your 11 and its future potential, I guess.
12 investment? 12 Q. Do you recall what he said, if anything, about how
13 A. It was never about how much, I gucss. 1 think he 13 long it might take to see a return on your
14 might've -- you know, it's always a few years or 14 investment?
15 something like that. It wasn't a definite time 15 A. No. It was nothing definite, nothing he ever said
16 frame. 16 that it would be a year or two, no. It was just
17 Q. Okay. And are you familiar with a company called |17 there was always a -- notices on how it would
18 Crawford Capital? : 18 procced, and there was no final date that you'd get
19 A. Yes. 19 some money in two years or something or a ycar or
20 Q. Was that Mr. Crawford's company that he operated |20 whatever.
21 through? 21 (Whereupon, Plaintiff's Exhibit Number
22  A. Yes. |believe so, ycs. 22 18 was marked for identification.)
23 Q. And you said Mr. Crawford would supply some 23 BY MR. STOCKWELL:
24 paperwork regarding these initial investments. Do {24 Q. Let me show the witness what's been marked as
25 you recall what type of paperwork he supplied? 25 Plaintiff's Exhibit 18. And for the record, this
Min-U-Scriptd: BEHMKE REPORTING AND VIDEO SERVICES, INC. (4) Pages 13- 16
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1 is a document cntitled Bixby Energy Systems, Inc. 1 indicates that the, at least at the time of this
2 Summary; is that right, Mr. Bohn? 2 document, the present offering is priced at $1.60
3 A Yes. 3 per share. Pending Board approval, Bixby's
4 Q. Andis this information that you provided to the 4 management have agreed to issue a 3-year $2 warrant
5 SEC that we requested from you? 5 for each two shares acquired to early investors in
6 A. Yes. Igucss -- I'd have to look back on what -- 6 this offering.
7 I'm assuming it was, yes. I don't have it directly 7 Is that consistent with your
8 in front of me that this is what I sent you, but 1 8 recollection, that Mr. Crawford would provide to
9 believe so, ycah. 9 you the price per share of potential investments as
10 Q. Allright. And do you recall —so this is a 10 well as potential warrants?
11 summary of Bixby's business and potential growth; |11 A. Yes.
12 is that right? 12 Q. Do you recall Mr. Crawford hosting any seminars or
13 A, Yes. 13 group meetings regarding Bixby to potentially drum
14 Q. And this was provided to you by — I'm looking at 14 up business for investments?
15 the end — Paul D. Crawford or Joe Mooney, Crawford |15 A. 1rcmcmber being down at Bixby's office in his
16 Capital Corp; is that right? 16 meeting room or something with Paul in Elk River
17 A. Yes. 17 area or wherever they were, [ think.
18 Q. And you understood Crawford Capital Corp to be Mr. |18 Q. And how did you learn about that mceting at Bixby's
19 Crawford's company? 19 office?
20 A. Yes. . 20 A. Through Paul.
21 Q. Okay. Do you know who Joe Mooney is? 21 Q. And do you recall what was discussed at that
22 A. No. 22 mecting?
23 Q. Any interaction with Mr. Mooncy? 23 A. The prognosis of the business and how it was going
24 A. No. 24 to proceed, I think, and the growth of it and the
25 Q. Was this typical of the information that you 25 cost to gct into the investment.

Page 18 Page 20
1 received from Mr. Crawford regarding the potential [ 1 Q. And do you recall if Mr. Crawford talked at that
2 investment in Bixby? 2 meeting or made a presentation at that meeting?
3 A Yes 3 A. [don't think so.
4 Q. And do you recall if this information is 4 Q. It wasinstead principals or individuals that
5 information you got before or after you invested? 5 worked at Bixby?
6 A. Before. 6 A. Yes.
7 Q. And itindicates in the fifth paragraph there 7 Q. But atlcast you learned about the meeting from Mr.
8 Crawford Capital Corporation has been retained by | 8 Crawford and he helped arrange it?
9 Bixby Energy Systems to assist them in raising 9 A. Ycs.
10 their next run of capital. Do you see that? 10 (Whercupon, Plaintiff's Exhibit Number
11 A. Yes. 11 19 was marked for identification.)
12 Q. Was that your understanding on Crawford Capital's |12 BY MR. STOCKWELL:
13 role with regard to Bixby? 13 Q. Show the witness what's been marked as Plaintiff's
14 A, Yes. 14 Exhibit 19. Mr. Bohn, do you recognize Plaintiff's
15 Q. Did you understand whether or not Mr. Crawford was |15 Exhibit 12 as a Subscription Agreement, Letter of
16 employed by Bixby in any way as an employee? 16 Investment Intent and Lock-Up regarding your
17 A. No,Idid not. No. 17 investment with Bixby?
18 Q. You did not know or did not think he was? 18 A. Yes.
19 A. ldon't think he was, no. 19 Q. And that, in fact, is your signature on page 3 of
20 Q. Allright. And why did Mr. Crawford, bascd on your |20 that document?
21 recollection, recommend that you invest in Bixby? |21 A. Yes.
22 A. He thought it would be a good investment to put 22 Q. Allright.
23 some money into and pass information on how they've {23 A. Pagc 4.
24 been growing, that it would be a good investment. 24 Q. And page d as well?
25 Q. And looking at the second page, Mr. Crawford 25 A, Yecah
Min-U-Script# BEHMKE REPORTING AND VIDEO SERVICES, INC. (5) Pages 17 - 20
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1 Q. And looking at -- well, do you recall who provided 1 a check that you wrote to Bixby for your
2 you with this Subscription Agreement for your 2 investment?
3 investment? 3 A, Yes.
4 A. lbelieve Paul gave it to me. 4 Q. And this is consistent with the Subscription
5 Q. Did Mr. Crawford assist you in any way in filling 5 Agreement for $100,000?
6 it out? 6 A. Yes.
7 A, Yes, hedid. 7 Q. Did you also write this check out when you were
8 Q. And how did he assist you in filling this out? 8 with Mr. Crawford filling out the Subscription
9 A. He put the dollar amounts in there and stuff that | 9 Agreement?
10 was going to invest there on the front page there. 10 A. Yes.
11 Q. So that handwriting, the 125,000 shares and the 11 Q. Did you then give him this check?
12 $100,000, is Mr. Crawford's handwriting? 12 A, Yes.
13  A. Yeah,Ibelieve so. Yes. 13 Q. And was that with the expectation that he would
14 Q. And did you discuss with Mr. Crawford the purchase (14 then provide it to Bixby since the check is written
15 of that amount of shares for the share price of 80 15 out to Bixby Energy Systems?
16 cents per share? Look at the first paragraph 16 A. Yes.
17 again. 17 Q. Did he confirm with you that cverything was in
18 A. Yes. is8 order after he provided this information to you
19 Q. And your total investment, at least initially, with 19 regarding your investment?
20 Bixby was $100,000; is that right? 20 A. Idon'trecall that, no. I just assumed that it
21 A. Correct. 21 was done, I think.
22 Q. And once you — looking at the second page, did Mr. {22 Q. Do you recall ever getting a share certificate or
23 Crawford assist you in filling out the Section 7 23 share certificates regarding your investment
24 regarding whether you were an accredited investor? |24 regarding reflecting your purchase of stock?
25 A. Yes. With me being there and saying so, yes. 25 A. Yes.
Page 22 Page 24
1 Q. Soyou were actually with him in person whenyou— { 1 Q. And do you know how you got that share certificate?
2 A, When he filled -- yeah. 2 A. Ithink it was through Bixby.
3 Q. And same with paragraph 9; is that information that | 3 Q. Do you recall if Mr. Crawford assisted in any way
4 you provided to Mr. Crawford and he filled it out 4 in you receiving that share certificate?
5 for you? 5 A. Idon't think so.
6 A. Yes. 6 (Whereupon, Plaintiff's Exhibit Number
7 Q. And then how about beyond the signature on page3; | 7 21 was marked for identification.)
8 is that your handwriting regarding the Title, Name, | 8 BY MR. STOCKWELL:
9 Address, City, State, or was that Mr. Crawford's? 9 Q. Let me show the witness what's been marked as
10 A. That's Crawford's. 10 Plaintiff's Exhibit 21. Mr. Bohn, is Plaintiff’s
11 Q. Butitis your signature? 11 Exhibit 21 an e-mail from Mr. Crawford to you and
12 A. Correct. 12 others dated April 15, 2004?
13 Q. And then looking on page 4, the signature is yours? (13 A. Yes.
214 A. Yes. 14 Q. And is this an e-mail you, then, actually received
15 Q. The rest of that handwriting, is that Mr. 15 from Mr. Crawford?
16 Crawford's? 16 A. Yes. It was received through Brandi Weckman's
17 A. Yes. 17 e-mail because we had a problem of my e-mails and
18 Q. And did you then forward this on to Bixby or did 18 Paul's e-mails connecting or going through or
19 Mr. Crawford do that for you? 19 something.
20 A. 1believe he did. 20 Q. And who is Ms. Weckman, W-E-C-K-M-A-N?
21 {(Whereupon, Plaintiff's Exhibit Number 21 A. Sheis my daughter.
22 20 was marked for identification.) 22 Q. And that's what's referenced in the handwritten
23 BY MR. STOCKWELL: 23 notes to the right of the heading?
24 Q. Let me show the witness what's been marked as 24 A, Yes.
25 Plaintifl’s Exhibit 20. Is Plaintiff’s Exhibit 20 25 Q. Looking at the other individuals as recipients of
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1 this e-mail, do you recognize any of those other 1 A. Combination.
2 individuals? 2 Q. Okay. And how often would you actually go to his
3 A. Dan Niesen. 3 office to discuss potential investments?
4 Q. Whois Mr. Niesen? 4 A, Itwasn't real often, no.
5 A. A friend of mine from Savage there. Well, hc lives 5 Q. AndI'm assuming, given the date of this e-mail,
6 in Belle Plaine, but -- 6 this was after you had already invested; is that
7 Q. Anyone else? 7 right?
8 A. Youknow,Iknow a John Ryan. Idon't know if 8 A. Of this e-mail?
L] that's the same John Ryan that I know or not. 9 Q. Yes.
10 Q. Okay. That'sit? 10 A. Ycah. It was before this, yeah.
11 A. Yes. 11 (Whereupon, Plaintiff's Exhibit Number
12 Q. Allright. And did you ever have any personal or 12 22 was marked for identification.)
13 friendly relationship with Mr. Crawford? Would you |13 BY MR. STOCKWELL:
14 consider him a friend or merely someone that you 14 Q. Let me show the witness what's been marked as
1s would work with to invest in certain companies? 15 Plaintiff"s Exhibit 22. Mr. Bohn, is Plaintiff's
16 A. Basically work with through investments. 16 Exhibit 22 an e-mail from Mr. Crawford to you and
17 Q. And no family relationship with him whatsoever? 17 others dated September 25th, 2006 with the subject
18 A. No,no. 18 investor update?
19 Q. Andin this e-mail Mr. Crawford indicates thatwe [19 A. Ycs.
20, are arranging an investor guaranteed credit line 20 Q. Do you recall, is this familiar to you as to how
21 deal through Excel Bank, E-X-C-E-L, for Bixby 21 you would learn of information about Bixby's
22 Energy Systems. The terms of this deal are 22 business and how it is doing?
23 attached along with other information that mostof |23 A, Yes.
24 you have seen before. We believe that this is an 24 Q. Was Mr. Crawford the primary source of information
25 extraordinary opportunity that you should consider. {25 about Bixby and its business?
Page 26 Page 28
1 Do you understand who he's referring 1 A. Yes. Well, yeah. I think they had e-mail. They
2 to when he says "we"? 2 had Bixby place out at a certain time. 1 leamed
3 A. As--yeah. Asthese investors through Paul with 3 through that.
4 the e-mail there, I am assuming. 4 Q. Kind of a monthly -
5 Q. And did you understand what he was referringtoas | 5 A. A monthly newsletter. 1 don‘t know when that
6 an investor guaranteed credit line deal? 6 started, what year that startcd.
7 A. That, yeah, that if you invested into that, it 7 Q. Beyond that, other information about the company,
8 would be a guarantced amount. If you requested it 8 would you learn that from e-mails from Mr. Crawford
9 back, you would get it back. 9 like this?
10 Q. Okay. And do you recall if you invested in this, 10 A. Yes.
11 as he explains it, extraordinary opportunity? 11 Q. I think we talked about this earlier, but in the
12 A. Idon'tbelieve so. 12 first sentence he says he's scheduled an investor
13 Q. Was it typical for Mr. Crawford to provide 13 meeting at Bixby's new facilities. Do you recall
14 information like this regarding extraordinary 14 if you attended that investment meeting?
15 opportunities that he had regarding particular 15 A. Idon't believe so.
16 investments? 16 Q. Was that typical of Mr. Crawford, though, to set up
17  A. Yes. 17 investor meetings for Bixby at other companies?
18 Q. Do you recall any other substantive discussions 18 A. Yes.
19 with Mr. Crawford regarding this particular 19 Q. Do you recall, were those meetings mostly at his
20 opportunity? 20 office or at the offices of the actual companics
21 A. No. I'msurc we talked about it, but I think I 21 that were invested in?
22 just declined from investing any more in it. 22  A. Ididn't attend a lot of them, but most -- 1 think
23 Q. And how would you typically communicate with Mr, {23 they were probably at his office.
24 Crawford? Was it by e-mail, in person, phone,ora (24 Q. And in the third paragraph Mr. Crawford indicates
25 combination? 25 they are close to completing the financing deal
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1 that will allow their shares to be traded on the 1 companies?
2 NASDAQ market. There is a very limited time to 2 A. I'would think, yes. 1 think he -- | don't know.
3 invest in Bixby at $1.60 per share with 50% warrant | 3 It's a long time ago. I'm thinking yes. Do 1
4 coverage. 4 recall specifically? 1don't know.
5 Who do you understand "they" to be in 5 Q. Understand. Show you what's been marked previously
6 this paragraph? 6 as Plaintiff's Exhibit Number 4.
7 A. lamassuming Bixby. 7 MR. STOCKWELL: Paul, are you able to
8 Q. Okay. And do you know what the significance of 8 find that?
9 Bixby's shares being traded on the NASDAQ market | 9 MR. ENGH: Ycah.
10 is? 10 BY MR. STOCKWELL:
112 A. It would increase their - it would enhance the 11 Q. Mr. Bohn, if you can kinda ignore the top third of
12 company. Probably the shares would increase. 12 the page, below that, does this appear to be an
13 Q. Certainly a good sign for you as an investor and a 13 c-mail from Mr. Crawford to a bunch of individuals
14 shareholder? 14 dated September 7,2011?
15 A. Yesh. And that they're intcr-tradable, or salablc, 15 A. Yeah.
16 1 think, after a year or something like that. 16 Q. Do you scc your name kinda in the middle on the far
17 Q. Meaning you would be able to actually sell your 17 left of the recipient list?
18 shares if you wanted to? 18 A. Yes.
19 A. Yes. 19 Q. Isthis an e-mail you received from Mr. Crawford
20 Q. And then he indicates there is a very limited time 20 regarding the Bixby Energy Update?
21 to invest in Bixby at $1.60 per share with 50% 21 A. lamsure it was.
22 warrant coverage. ’ 22 Q. And in this e-mail Mr. Crawford attaches an update
23 Was this typical that Mr. Crawford 23 from Bixby regarding some testing that was being
24 would continually inform you of additional 24 done in China; is that right?
25 opportunities to increase your investment at Bixby? {25 A. Yes.
Page 30 Page 32
1 A Yes. 1 Q. Again, is this typical of Mr. Crawford sending
2 Q. And did you ever increase your investment at Bixby { 2 updates on Bixby's business in this format?
3 beyond the $100,000 initial investment? 3 A Ycs.
4 A. No. 4 Q. And would you typically review thc information that
5 Q. Soltake it you did not participate in this 5 Mr. Crawford provided to you?
6 limited time offer? 6 A. Yes.
7 A. Correct. 7 Q. Ie then indicates, There is still time if any of
8 Q. And looking at the last paragraph, Mr. Crawford 8 the warrant holders wish to exercise their warrants
9 says, And let me know if you know of anyone else 9 at $1 per share which is half of the original $2
10 who would like to learn more about this very 10 per share exercise price. Let me know if you want
11 exciting alternative energy investment opportunity. |11 to take advantage of this offer.
12 1 think that Bob Walker will have another winner 12 Do you recall taking advantage of Mr. -
13 with Bixby as he did with the Select Comfort and 13 Crawford's offer to exercise warrants?
14 the revolutionary Sleep Number Bed. 14 A. TIbelieve I did not.
15 Is that familiar information that Mr. 15 Q. And were you — did you ever sell your shares of
16 Crawford would provide to you about Mr. Walker and |16 Bixby stock?
17 his history? 17 A. No.
18 A. Yes. 18 Q. And what was ultimately the return on your
19 Q. Okay. And did you ever refer anyone else to Mr. 19 investment?
20 Crawford regarding this exciting alternative energy (20 A. Zero.
21 investment opportunity? 21 Q. Did you ever discuss with Mr. Crawford the SEC's
22 A. [bclicve I mentioned it to somebody, but I don't 22 investigation and civil complaint against him?
23 believe anybody invested in it. 23 A. No.
24 Q. Do you recall Mr. Crawford asking for referralsin |24 Q. And I'm assuming that you don't recall him ever
25 any of the other investments you made for other 25 mentioning it to you?
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1 A. There might have been something here a few years 1 conversation, but I know I didn't invest into it.
2 ago that he -- there was something mentioned, but 1 2 Q. And do you recall, have any recollection as to why
3 don't recall what it all pertained to. ’ 3 you decided not to invest despite Mr. Crawford's
4 Q. Okay. In addition to Commission Junction, IQ 4 recommendation?
5 Universe and Bixby, did you also invest in a 5 A. Not having funds available at the time, and --
6 company called Disc Motion, do you recali? 6 yeah.
7 A. No, I did not. 7 Q. Okay. Do you recognize the name of a company
8 Q. Does that name sound familiar? 8 called Streamline, Inc.?
9 A. 1think I heard of it. 9 A. No.
10 Q. Isthat another company that Mr. Crawford 10 Q. Let me show the witness what's been previously
11 recommended that you invest in? 11 marked as Plaintiff’s Exhibit 11. For the record,
12 A. Tdon't know for sure. 12 is Plaintiff's Exhibit 11 an e-mail from Mr.
13 Q. Allright. Let me show you what's been previously |13 Crawford to a number of recipients on April 17,
14 marked as Plaintiff’s Exhibit 9. Does Plaintiff’s 14 2013 with the subject Streamline Investment ‘
15 Exhibit 9 appear to be an e-mail from Mr. Crawford |15 Documents?
16 to a list of individuals on March 11, 2007 with the 16 A. Yes.
17 subject Disc Motion? 17 Q. And do you see your name as one of those
18 A. Yes. 18 recipients?
19 Q. And do you sce your name in the middle of thatlist [19 A. Yes.
20 of recipients? 20 Q. Does this refresh your recollection at all about a
21 A. Yes,Ido. 21 company called Streamline, Inc.?
22 Q. And do you recall if this was the first time you 22  A. No.
23 learned about Disc Motion from Mr. Crawford? 23 Q. Looking at the e-mail, is this information that Mr.
24 A. I'dsay probably. 24 Crawford is providing to you about an exciting
25 Q. And did you request information from Mr. Crawford {25 opportunity to invest in Streamline?
Page 34 Page 36
i regarding Disc Motion or is this something he sent 1 A Yes.
2 to you unsolicited by you? 2 Q. And did you in fact invest in this company?
3 A. Hesent it to me unsolicited. Ididn't know about 3 A. No.
4 it. 4 Q. Do you recall any other discussions with Mr.
5 Q. In the first sentence he indicates that he is 5 Crawford regarding this potential investment?
6 hosting a box lunch meeting at his office at noon 6 A. No.
7 on Tuesday, March 13th for a very exciting 7 Q. And looking at the end of that big paragraph in the
8 opportunity in a revolutionary new device to 8 middle, Mr. Crawford says, I predict that the
9 replace spinal discs. 9 Streamline transport system will scale very fast
10 He goes on at the very end of this 10 and will be bought out at a tremendous premium
11 paragraph, This product could be a blockbusterina (11 within a few years.
12 very short period of time. 12 Did you have an understanding what he
13 Do you recall attending any meetings 13 meant by scale very fast?
14 at Mr. Crawford’s office regarding Disc Motion? 14 A. That the company would do very good and you're
15 A. No,don't recall. But it might have caught my 15 better likely to get your moncey back sooner.
16 attention because my wife had a couple of discs 16 Q. And how about any significance to you as a
17 replaced at one time. 17 potential investor regarding the fact that the
18 Q. Okay. 18 company will be bought out at a tremendous premium
19 A. Sofdon't know whether 1 -- I don't recall a 19 within a few years?
20 meeting, but it would have popped that into my mind |20 A. What was the first part of that question?
21 at that time, you know. 21 Q. Did that have any significance as a potential
22 Q. Sure. And do you recall discussing this 22 investor?
23 opportunity further with Mr. Crawford beyond 23 A. Sure.
24 receiving e-mails from him? 24 Q. And what was that significance?
25 A. [don'tknow. Wc might've had a phone 25 A. That you would get your rcturn on your money
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1 sooner. 1 a Subscription Agreement and taking your check?
2 Q. And was this typical of some of the information 2 A. Ibelieve so.
3 that Mr. Crawford would provide regarding potential | 3 Q. Would that be consistent with the practice with all
4 investments? 4 the investments you made through Mr. Crawford?
5 A. Idon'tthink it was --I think each one is a 5 A. Yes. Butldon't know if filled out some of them
6 little different. 1don't believe he sets a date 6 myself and sent them in, you know. So I don't know
7 on them all, you know, or a few years or whatever, 7 if he's filled them all out, but I know he's filled
8 no. 8 one out there.
9 Q. Okay. And you never invested in Streamline; is 9 Q. Did he at lcast provide you with that information
10 that right? 10 for you to be able to fill out if you filled it out
11 A. Correct. 11 yourself?
12 Q. And again, is this information that you solicited 12 A. Yes.
13 from Mr. Crawford or he sent it to you? 13 Q. And what do you recall Mr. Crawford telling you
14 A. Hesentitto me. 14 about ALung that prompted you to be interested in
15 Q. Do you recognize the name of a company called 15 investing in it?
16 ALung, letter A and then L-U-N-G? 16 A. Well, the potential was huge there, that if they
17 A. Yes. 17 could make this work, that you would not have to go
18 Q. How do you recognize ALung? 18 on respirator.
19 A. Ihaveinvested in ALung. 19 Q. And was the primary basis of information regarding
20 Q. .And how did you learn about ALung? 20 this company from Mr. Crawford?
21 A. Through Paul. 21 A. Yes.
22 Q. And do you recall approximately when you learned 22 Q. Do you recall ever talking with anyone that
23 about ALung? Do you recall if it was before or 23 actually worked with the company?
24 after your Bixby investment? 24 A Yes.
25 A. 1didn't bring any papcrwork on that, I didn't look 25 Q. And was that before or after you made your
Page 38 Page 40
1 atit, so I would say I think it's after. 1 investment, if you recall?
2 Q. Okay. And is that again information that Mr. 2 A. Don't recall. But it would have been at a meeting
3 Crawford brought to your attention or was it in 3 or something. It wouldn't have been just me
4 response to your request for ALung information? 4 calling somebody up.
5 A. He brought it to my attention. s Q. Isthat meeting something that Mr. Crawford
6 (Whereupon, Plaintiff's Exhibit Number 6 would've arranged?
7 23 was marked for identification.) 7 A. Yes.
8 BY MR. STOCKWELL: 8 Q. Soyou don't recall kind of just calling the
9 Q. Let me show the witness a document I'm markingas | 9 company up on your own and asking for information
10 _ Phintiff's Exhibit 23. Do you recognize Exhibit 10 or updates?
11 " 23 as an e-mail from Mr. Crawford to you and others |11 A. Not for a while after they werc -- 1 don't know how
12 on October 13th, 2006 regarding ALung information? |12 you -- de-vested, or back down certain shares. You
13 A. Yes. 13 had so much and somebody else invested and your
14 Q. And does this help you refresh your memory asto |14 shares were worth half as much as before or
15 approximately when you would have invested in 15 whatever.
16 ALung? 16 Q. Shares being diluted?
17 A. Just because of this. 1don't have a specific 17 A. Diluted, yeah.
18 date. | didn't bring anything along saying when 1 18 Q. Andlooking at the fourth paragraph of this e-mail,
19 invested into that or when I wrote checks to ALung, 19 Mr. Crawford says, In addition to the exchange of
20 Q. Do you recall approximately how much you invested |20 debt ALung is seeking to raise up to another $1
21 in ALung? 21 million in equity priced at the same terms as the
22 A. Itwas at least 50,000, and it could be more. 22 exchange. I am hoping that all of you will
23 Q. And the method by which you invested, do you think |23 consider increasing your investment in ALung by at
24 it would have been similar to how you invested with |24 least 25%.
25 Bixby in that Mr. Crawford assisted and filled out |25 Do you recall at this time if you
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1 increascd your investment in ALung by at least 25%? | 1 pooling your investment at all?
2 A. Idon't know forsure. I'd have to -- I didn't 2 A. No.
3 bring information along for ALung, when I invested 3 Q. Anddo you still get information, updates regarding
4 in that and how much. 4 ALung from Mr. Crawford?
5 Q. Isthis at least the typical information that 5 A. No. Getting them dircctly from ALung.
6 Mr, — recommendations that Mr. Crawford would give | 6 Q. Do you recall the name of 2 company called
7 to you as to how much a percentage to increcase your | 7 LocalLoop, L-O-C-A-L-L-0-O-P?
8 investment? 8. A. Yes.
9 A. Yes. 9 Q. Was that a company that you invested in?
10 Q. And what's been the outcome of your investmentin (10 A. No.
11 ALung? 11 Q. Do you recognize that as a company that was pitched
12 A. Well, it's still a progressing company and they're 12 to you by Mr. Crawford?
13 doing better all the time now. The last ycar or 13 A. Yes.
14 two they've been getting clinical trials done and 14 Q. Isthat a company that you inquired about from Mr,
15 trying to get it okayed in the United States. 15 Crawford or did he bring it to your attention?
16 Q. Do you still hold those shares? 16 A. He brought it to my attention.
17 A. Yes. 17 Q. What do you recall about Mr. Crawford's bringing it
18 (Whereupon, Plaintiff's Exhibit Number 18 to your attention, LocalLoop?
19 24 was marked for identification.) 19 A. It's a technology about sending signals through the
20 BY MR. STOCKWELL: 20 air, I believe, LocalLoop, in private communities.
21 Q. Show the witness what's going te be marked as 21 or something.
22 Plaintiff's Exhibit 24. Is Plaintiff's Exhibit 24 22 (Whereupon, Plaintiff's Exhibit Number
23 another e-mail from Mr. Crawford to you and others |23 25 was marked for identification.)
24 dated May 28th, 2008 regarding ALung? 24 BY MR. STOCKWELL:
25 A. Yes. 25 Q. Seeifcan help you out a little bit. Let me
Page 42 Page 44
1 Q. And does Mr. Crawford here indicate that he hopes | 1 show you Plaintiff’s Exhibit 25. Is this an c-mail
2 that you will consider immediately increasing your 2 from Mr. Crawford to you and others dated August
3 investment in ALung, that it is urgent that ALung 3 24,2011 regarding LocalLoop?
4 bring in at least 250,000 of the $1 million bridge 4 A. Yes.
5 loan immediately? 5 Q. And is this the type of information that Mr.
6 Do you recall Mr. Crawford’s request 6 Crawford would provide to you regarding updates on
7 for more investments in ALung around this time? 7 this company as well as other companies?
8 A. You mean is he calling me up or just through this 8 A Yes.
9 e-mail? 9 Q. And at the very end he indicates, LocalLoop will be
10 Q. Through this e-mail, does it refresh your memory 10 a hot publicly traded stock or will be acquired
11 about this request at all? 11 sometime within the next 18 to 24 months. You can
12 A. Yes. 12 buy shares in the current round at $1 per share
13 Q. And did you agree to increase your investment in 13 plus you receive a 5-year warrant to acquire an
14 ALung, as recommended by Mr. Crawford? 14 additional share for $1 for each dollar you invest
15 A. Idon't think [ did. Idon't know for sure. 15 which really doubles your upside.
16 Q. Allright. And in the third sentence there he 16 Is that consistent with some of the
17 says, ] am hoping that investors from our group 17 information that Mr. Crawford would provide
18 will increase their investment by a factor of at 18 regarding potential investments?
19 least 25% of their existing investment. 13 A. Yes.
20 Do you know what he meant by 20 Q. And did you in fact take his recommendation and
21 "investors from our group"? 21 invest in LocalLoop?
22 A. Twould assume the ones that received this e-mail 22 A. No.
23 or that Paul deals with. 23 Q. And why is that?
24 Q. Did you have any understanding that you had 24 A, Didn't have the funds or just wasn't into the --
25 invested with a group of individuals as kind of 25 had invested enough in this kind of market.
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1 Q. And looking at the last sentence, do you know what | 1 Q. Did you rely on the information in this e-mail to
2 he means when he talks about doubling your upside? | 2 assist you in taking advantage of the Minnesota
3 A. Doublc your original investment. 3 Angel Tax Credits?
4 Q. And do you recall any meetings that you attended 4 A. Ycs. Ithink I did.
5 either at Mr. Crawford’s office or elsewhere 5 Q. Anddid you--I'm sorry?
6 regarding LocalLoop? 6 A. [don't know for sure when. 1know we talked about
7 A. ldon't believe I did, no. 7 it, and whether I did on something, I don't recall
8 Q. Looking at the recipient list, a couple lines below 8 for sure.
] your name there is the name Karl Bohn, K-A-R-L, 9 Q. Butyou said you know you talked to Mr. Crawford
10 B-O-H-N. Do you see that? 10 about being able to take advantage of that tax
11  A. Yeah. 11 credit?
12 Q. Do you recognize that name? 12 A. Ibelieve so, yes.
13 A. Yes. 13 Q. And what do you recall discussing with Mr. Crawford
14 Q. Whois Karl Bohn? 14 regarding taking advantage of that tax credit?
15 A. He's my brother. 15 A. Idon't remember enough about it to give you an
16 Q. And do you know why Karl Bohn, your brother, 16 answer of what it's -- what thc Angel Tax Credit is
17 received this e-mail from Mr. Crawford? 17 about.
18 A. Well, they talked over the years, I guess, and he 18 Q. Iunderstand that. What do you recall about Mr.
19 thought maybc he was a potential client, I guess. 19 Crawford generally talking with you about it? Did
20 Q. Do you recall referring your brother to Mr. 20 he discuss the benefits of it? Did he inform you
21 Crawford or do you recall how he got in touch with }21 steps you could take to take advantage of it like
22 Mr. Crawford? 22 he lays out in this e-mail?
23 A. Idon't believe 1did, no. 23 A. Yes.
24 Q. Do you think he got in touch with him from some 24 Q. Okay. Do you recall him providing any other advice
25 other means? 25 » Mr. Crawford providing any other advice about the
Page 46 Page 48
1 A. Correct. 1 tax credits or taxes beyond what we just discussed?
2 Q. Do you know if your brother invested in LocalLoop? | 2 A. No.
3 A. Idon't believe he did. T don't know for sure. 3 Q. AndI think lastly, do you recognize the name of a
4 Q. Do you know if he invested in any other companies 4 company called Space Data or Space Data?
5 recommended by Mr. Crawford? 5 A. Yes.
6 A. ldon't know for sure, no. 6 Q. Isthat another company that you invested in
7 (Whereupon, Plaintiff's Exhibit Number 7 through Mr. Crawford?
8 26 was marked for identification.) 8 A. Ididnotinvestinit.
9 BY MR. STOCKWELL: 9 Q. Isitacompany that you learncd about through Mr.
10 Q. Let me show the witness what I am going to mark as |10 Crawford?
11 Plaintiff's Exhibit 26. Do you recognize 11 A. Yes.
12 Plaintiff's Exhibit 26 as an e-mail to you and 12 {Whereupon, Plaintiff's Exhibit Number
13 others from Mr. Crawford dated January 13th, 2014 |13 27 was marked for identification.)
14 regarding Minnesota Angel Tax Credit Annual Report? |14 BY MR. STOCKWELL:
15 A. Yes. 15 Q. Letme show the witness what's being marked as
16 Q. And do you recall receiving e-mails like this in 16 Plaintiff"s Exhibit 27. Do you recognize
17 which Mr. Crawford kinda gives directions on how to |17 Plaintiff's Exhibit 27 as an e-mail to numerous
18 take advantage of the Minnesota Angel Tax Credits? |18 individuals, including yourself, from Mr. Crawford
19 A. Yes. 19 dated February 10th, 2007, the subject line Update?
20 Q. What do you recall about those types of e-mails? 20 A. Yeah.
21 A. Just that by invest -- I don't know. I'm going off 21 Q. And is this consistent with how you likely learned
22 of memory here and it's -- 22 about the opportunity to invest in Space Data?
23 Q. Well, let me ask — 23 A, Yeah.
24 A. Idon't know how it's specifically laid out. 1 24 Q. And looking at the very end of the e-mail, Mr.
25 don't know. [ don't remember. It's been a while. 25 Crawford says, If you can move fast there is still
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1 time for existing Space Data sharcholders to 1 1 don't know what the total is, but I know it's
2 participate for as little as $100,000. The minimum 2 over 50,000.
3 for new investors is $500,000. Check with your 3 Q. Yousaid a few different investments. You invested
4 lender to see if you can borrow money for the next 4 at various times?
5 2.5 years at less than the 11.39% rate you will be 5 A. Yes.
6 paid for your loan through SkyS0 L.L.C. 6 Q. And do you recall roughly where in the timeline
7 Do you recall - I think you said you 7 that investment would have been compared to we'll
8 never invested in Space Data; is that right? 8 say Bixby?
9 A. Correct. 9 A. Itwould have been after.
10 Q. Did you ever give them moncy as a loan to help with {10 Q. Do you know if it was before or after ALung?
11 their business? 11 A. l[don't know for sure.
12 A. No. 12 Q. And the communication you got regarding Complete
13 Q. Do you recall any other instances where Mr. 13 Law, was that similar to the documentation we've
14 Crawford recommended or suggested a potential 14 been looking at regarding these other companies?
1s financing for investments such as talking with your {15 A. Yes.
16 lender about obtaining the loan so that you could 16 Q. And the same with the way that you actually
17 make investments? 17 invested as far as a Subscription Agreement and
18 A. No. 18 cutting a check, similar to what we talked about
19 Q. Not other than what's in this e-mail? 19 earlier?
20 A. Correct. - 20 A. Yes. AndIknow then I dealt directly with
21 Q. Do you recall attending any other mectings wnth Mr. j21 Complete Law also.
22 Crawford about Space Data? 22 Q. In what respect?
23 A. Imight've, yes. 1 think I might've attended one. 23 A. Ofinvesting init.
24 Q. And doyou have any recollection of where that 24 Q. Okay. And the mechanics of actually investing?
25 meeting may have taken place? 25 A. Yes.
Page 50 Page 52
1 A. Ibelieve at his office. 1 Q. How about a company called Cubic Energy?
2 Q. And doyou recall if it was just Mr. Crawford 2 A. Yes.
3 talking about the company or do you recall 3 Q. That's another company you invested in?
4 principals from Space Data were actually there as 4 A. Yes. Why I didn't bring that one up is I didn't
5 well? 5 know if T learned it through him or not, and that's
6 A. ThatI don't recall. 6 what you asked for.
7 Q. Beyond the companies that we've talked about, do 7 Q. Sure. Okay. Well, let's clarify. Cubic Energy is
8 you recall any other companies you invested in that | 8 a company you invested in?
9 you learned about through Mr. Crawford? 9 A. Yes.
10 A. No. Idon't think so. 10 Q. Do you recall if you learned about that company
11 Q. Let me throw out a few names and see if they ringa |11 through Mr. Crawford?
12 bell at all. Scanner Technologies, Scanner Tech? 12 A. Idon't know for sure.
13  A. No. 13 Q. Okay. Any other companies that you may have
14 Q. Complete Law, L-A-W? 14 learned about through Mr. Crawford that you
15 A. Yes. Thatis one. 15 subsequently invested in?
16 Q. Complete Law is another company you invested in? |16 A. No.
17 A. Yes. 17 MR. STOCKWELL: That's all 1 have.
18 Q. And is that a company that you learned about 18 MR. ENGH: Let's take just a short
19 through Mr. Crawford? 19 break. I've got a few questions for you and you're
20 A. Yes. 20 almost done.
21 Q. Is that something that you asked Mr. Crawford about |21 MR. STOCKWELL: Absolutely. We'll go
22 or did he raise the idea with you? 22 off the record.
23 A. He brought it up to me. 23 (Whereupon, a brief recess was taken.)
24 Q. Do you recall how much you invested? 24 EXAMINATION
25 A. Idon'tknow. It wasa few diffcrent investments. 25 BY MR. ENGH:
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1 Q. Mr.--isit Mr. Bohn or Mr. Bohn? 1 A. Yes.
2 A. Bohn 2 Q. How much of a commission did you understand he was
3 Q. Mr. Bohn, again, Paul Engh is my name and | 3 making?
4 represent Mr. Crawford, and [ appreciate you coming | 4 A. Ihave no idca.
5 in. You mentioned Dan Nicsen. He's the fellow who { 5 Q. Do you have an cstimate based upon your best guess?
6 owns Niesen's Sports Bar in Savage? 6 A. No.
7 A. Yeah. 7 Q. Did you ever ask him?
8 Q. And the Red Door in Belle Plaine, I think? 8 A. No.
9 A. Yeah. 9 Q. Itwas assumed, though, he was making something off
10 Q. Is he how you met Mr. Crawford? 10 the transaction?
11 A. Ithinkso. 11 A. Yes.
12 Q. And did Mr. Niescn cncourage you to invest through {12 Q. Do you know the difference between a broker and a
13 Mr. Crawford or was that your own decision? 13 finder?
14 A. Tt was my own decision to invest through him, yes. 14 A. A finder?
15 Q. And you mentioned it was the early 2000s when you |15 Q. Yes.
16 met? 16 A. No.
17 A. Ibelieve so, yes. 17 Q. Was Bixby meetings — how many Bixby meetings did
18 Q. Do you have your own independent stockbroker whe |18 you attend at the Bixby headquarters in Brooklyn
19 does your own investments for you in the stock 19 Center, Brooklyn Park; do you remember?
20 exchange, et cetera? 20 A. [think it was only one.
21 A. Ido have one that I've dealt with a little bit. 21 Q. And you indicated Mr. Crawford may have been there?
22 Q. Soyou would use that individual for your NASDAQ {22 A. Yes.
23 and NASDAQ-type stocks that you buy and sell? 23 Q. Was Bob Walker there?
24 A. Yesh 24  A. Yes.
25 Q. Do you have any financial advisor that you work 25 Q. Who made the presentation encouraging you to
Page 54 Page 56
1 with? 1 invest?
2 A. Idonow, yes. 2 A. Well, Walker made the presentation there, yeah.
3 Q. Did you consider that Mr. Crawford was your own 3 Q. Itappears that you invested $160,000?
4 personal financial advisor during these 4 A Yes.
5 transactions with Bixby and the other companies you | 5 Q. And the documents mentioned a trust?
6 mentioned? 6 A. Yes.
7 A. Yeah because I didn't ask anybody else about the 7 Q. Was the investment through one of your personal
8 investments other than him. 8 trusts?
9 Q. Well, were you employing him to be a financial 9 A. Correct.
10 advisor? 10 Q. And who created that trust for you, a lawyer?
11 A. No. 11 A. Yes.
12 Q. Did you understand that he was selling or 12 Q. Was Mr. Crawford involved in the creation of that
13 attempting to line you up with certain companies 13 trust?
14 that he thought you should invest in; fair enough? |14 A, No.
15 A. Yes. 15 Q. Did he advise you to create a trust?
16 Q. Did you have any knowledge that he was an office 16 A. No.
17 holder or an executive of, for example, Bixby? 17 Q. Do you know if he has any expertise in trusts?
18 A. No. 18  A. Idonotknow.
19 Q. Or ALung? 19 Q. I take it you had high hopes for Bixby when you
20 A. No. 20 invested?
21 Q. Or that Complete Law? 21 A. Yes.
22  A. No. 22 Q. You thought that based upon Mr. Walker's
23 Q. Did you understand that Mr. Crawford receiveda |23 prescentation and the documents you received that it
24 commission for the investment that you made in 24 was a good bet; fair enough?
25 these companies? 25 A. Yes.
's
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wm Page 57 T Page 59

1 Q. It'sfair to say that the decision was yours? 1 Q. After you bought the Bixby investment, did you seek
2 A Yup 2 Mr. Walker's -- not Mr. Walker's advice, Mr.
3 Q. That Mr. Crawford may have introduced you to the | 3 Crawford's advice as to how the investment was
4 concept of Bixby, but he wasn't aggressively 4 doing or did you get most of your information from
5 telling you to invest, invest, invest, was he? 5 Bixby? Which one was it?
6 A. No. 6 A. Tdon't recall which. I know if it was -- depended
7 Q. And while he was in sales, you ultimately had the 7 on the year or whenever it happened. I don't know.
8 ability to say no to him; isn't that correct? 8 Initially it was Paul, yes. After that, it was
5 A. Correct. 9 probably Bixby or a combination of both.
10 Q. Asyou did with some of these other companies that {10 Q. Was it your impression that he was, he, Mr.
11 you have described, including LocalLooep, Streamline 11 Crawford, was getting his information from Bixby as
12 and Disc Motion; fair enough? 12 well?
13 A. Yes. 13 MR. STOCKWELL: Objection, foundation.
14 Q. Are you aware of his relationship at all with Bixby |14 MR. ENGH: You can go ahead and
15 in terms of how he was compensated? 15 answer.
16 A. No. 16 THE WITNESS: Say it --
17 Q. Areyou aware of any checks that Bixby issued to 17 BY MR. ENGH:
is him, for instance? 18 Q. Was it your impression that Mr. Crawford was
13 A. No. 19 getting his information from Bixby and relaying
20 Q. You're familiar with the idea of risk and 20 that information to you?
21 investments, are you? 21 A. Thadno--Idon't know. Ijust--
22 A. Yes. 22 Q. You're not suggesting he's making up this Bixby
23 Q. And you as an investor do take risks? 23 information out of the air?
24 A. Yes. 24 A. Oh,no. He's not.
25 Q. There is no assurance of a viable return always; 25 Q. Did he ever discuss with you your financial needs?

f Page 58 Page 60

1 isn't that correct? 1 A. Notmy financial nceds, no.
2 A. Correct. 2 MR. ENGH: No further questions.
3 Q. You'd like it to be so, as we all would, right? 3 Thank you very much.
4 A. Yecah. 4 MR. STOCKWELL: Wc have nothing
5 Q. So you knew you were taking a risk in Bixby? 5 further as well.
6 A. Yes. 6 MR. POLISH: Thanks, sir.
7 Q. And you knew he was giving you a sales pitch; is 7 (Whereupon, the deposition was
8 that correct? 8 adjourned at 1:15 p.m.)
9 A. Yeah. 9
10 Q. Andin ALung, for example, you're somewhat 10
11 satisfied with the investment or believe, at least, 11
12 that it has viability in the future? 12 GARY BOHN
13 A. It'sstill above water, yeah. 13
14 Q. And you hope to be paid back; isn't that right? 14
25  A. Yeah 15
16 Q. And that company, ALung, makes a ventilator 16
17 replacement type of device; isn't that right? 17
18 A. Yes. 18
13 Q. Mr. Crawford didn't choke you into buying that 19
20 investment cither, did he? 20
21 A. No. 21
22 Q. The Angel Tax Credit that you were asked about, did |22
23 you eventually get an Angel Tax Credit on the tax 23
24 return, if you know? 24
25 A. [--Idon't know. 25
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1 STATE OF MINNESOTA
2 COUNTY OF HENNEPIN )
3 I hereby certify that the witness in the
4 foregoing deposition, Gary Bohn, was by ma duly
5 sworn to tostify to the truth, the whole truth and
6 nothing but the truth, in the within-entitled
7 caupe; that paid deposition was taken at tho time
8 and placo harein named; and that the deposition is
9 a true record of the witness's testimony as
10 reported by mes, a duly cortified phorthand roporter
11 and a disinterosted parason, and was thereafter
12 transcribed into typewriting by computer.
13 I further certify that I am not
14 intorosted in tha outcome of the said action, nor
15 connected with nor rolated to any of tho parties in
16 said action, nor to their respective counoel.
17 IN WITNBSS WHEREOP, I have horounto set
18 my hand this 7th day of April, 2015,
19 Reading and signing was:
20 __X__requested ____waived ____ not requested
21 i
- v
23 '9 )
24 Charles G. Williamson, Court Reporter
25
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T T Page 1 - Page 3
1 UNITED STATES DISTRICT COURT 1l APPEARANCES OF COUNSEL:
2 FOR THE DISTRICT OF MINNESOTA 2 FOR PLAINTIFF:
3 3 U.S. SECURITIES AND EXCHANGE COMMISSION
L S L S 4 DIVISION OF ENFORCEMENT
S UNITED STATES SECURITIES AND ) 5 BY: TIMOTHY STOCKWELL, ATTORNEY AT LAW
6 EXCHANGE COMMISSION, ) 6 JONATHAN 8. POLISH, ATTORNEY AT LAW
7 Plaintiff, )} CASE NO. 7 175 W. Jackson Boulevard
8 } 1l1-cv-3656 (JINE/JJK) 8 Suite 900
9 GARY A. COLLYARD, ET AL. ) 9 Chicago, Illinois 60604
10 Defendants. } 10 Telephone: (312) 353-6884
11 ) 11 Email: stockwell@sec.gov
B L R S 12 polishj@sec.gov
13 13
14 14 POR DEPENDANTS, PAUL CRAWPORD AND CRAWFORD CAPTIAL
15 15 PAUL ENGH LAW OPFPICE
16 DEPOSITION OF HAROLD HALUPTZOK 16 BY: PAUL ENGH, ATTORNEY AT LAW
17 WEDNESDAY, APRIL 1, 2015 17 220 South Sixth Street
18 18 Suite 1225
19 19 Minneapolis, Minnesota 55402
20 20 Telephone: (612) 252-1100
21 BEHMXE REPORTING AND VIDEBO SERVICES, INC. |21 Email: engh4®aol.com
22 BY: CHARLBS G. WILLIAMSON, COURY REPORTER |22
23 160 SPEAR STRBET, SUITE 300 |23
24 SAN FRANCISCO, CALIFORNIA 94105 |24
25 (415) 597-5600 {25
Page 2 Page 4
1 1 INDEX
2 2 WEDNESDAY, APRIL 1, 2015
3 3 HAROLD HALUPTZOK PAGE
4 4 Bxamination by MR. STOCKWELL ?
5 5 Examination by MR. ENGH s8
P 6
7 7 -000-
8 Depopition of HAROLD HALUPTZOK, taken on behal? 8
9 of PLAINTIFP, at the United States Courthouse, United 9
10 States Department of Justice, 300 South Pourth Straet, 10
11 sSuite 600, Minneapolis, Mi ta, ing at 10:00 11
12 a.m., WEDNESDAY, APRIL 1, 2015, before Charles G. 12
13 willi Court Reporter, Natary Public, pursuant to 13
14 sSubpoena. 14
15 15
16 16
17 17
18 18
19 19
20 20
21 21
22 22
23 23
24 24
25 25
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Page 5 Page 7
t EXHIBITS 1 WEDNESDAY, APRIL 1, 2015; 10:00 A.M.
2 HAROLD HALUPTZOK 2
3  Number Description Page 3
4 Exhibit 1 Subpoena - 3 pages 8 4
Z Exhibit 2 E-mail chain - 2 pages 15 > : HAROLD HALUPTZOK
: 6 a witness in the above-entitled
7 7 action, after having been first duly
: Exhibit 3 B-mail and lotter - 5 pages 71 g sworn, deposcs and says as follows:
10 Exhibit 4 E-mail and China Update - 2 pages 22 13
11 11
12 Exhibit § B-mail and attachment - 3 pages 23 {95 EXAMINATION
13 13
14 Exhibit €  E-mail chain - 2 pages 26 114 BY MR. STOCKWELL:
15 15 Q. Allright. We're here for a deposition in the case
16 Bxhibit 7  E-mail chain - 7 pages 27 116 of Gary Collyard, et al, 11-cv-3656 in the District
17 17 of Minnesota. We have Mr. Harry Haluptzok as our
18 Exhibit 8  E-mail chain - 2 pages 33 {18 witness. My name is Tim Stockwell, I'm an
19 19 attorney with the SEC. I'm here with my colleague,
20 Exhibit 9  E-mail from Paul Crawford dated 20 Jonathan Polish, who is also an attorney with the
21 March 11, 2007 - 1 page 36 |21 SEC.
22 22 Mr. Engh, do you want to note your
23 Exhibit 10 E-mail from Paul Crawford dated 23 appearance?
24 March 20, 2007 - 3 pages 38 |24 MR, ENGH: Paul Engh on behalf of Mr.
25 25 Crawford and Crawford Capital.
Page 6 Page 8
1 EXHIBITS - CONTINUED 1 MR. STOCKWELL: Wonderful.
2 HAROLD HALUPTZOK 2 (Whereupon, Plaintiff's Exhibit Number
3 Number Description Page 3 1 was marked for identification.)
4 Exhibit 11 E-mail from Paul Crawford dated 4 BY MR. STOCKWELL:
5 April 17,2013 and attachments 5 Q. Allright. Mr. Haluptzok, I'm going to give to you
6 - 5 pages 40 6 what's been marked as Plaintiff's Exhibit 1 with
7 7 today's date on it, 4/1/15. Mr. Engh, here's a
8 Exhibit 12 E-mail chain - 2 pages 43 8 copy for you. And Mr. Haluptzok, this is a
9 9 subpoena that was issued to you for your testimony
10 Exhibit 13 E-mail chain and attachments 10 in this matter; is that right.
11 - 78 pages 47 11 A. Correct.
12 12 Q. And you are here pursuant to this subpoena; is that
13 Exhibit 14 E-mail from Paul Crawford dated 13 right? .
14 October 23, 2006 and attachments 14 A. That's correct.
15 - 1 page 47 15 Q. Allright. And just before we start, let me just
16 16 give you a few tips and ground rules. Since we
17 Exhibit {5 E-mail chain and attachments 17 have a court reporter here, it will be important
18 - 12 pages 53 18 that we attempt not to talk over each other. So if
19 19 you could wait until T am done asking a question to
20 Exhibit 16 E-mail chain and attachments 20 answer, and then I won't attempt to ask another
21 - 3 pages 55 21 question until you're done answering a question.
22 22 A. Okay. '
23 23 Q. That make sense?
24 24 A. Yes.
25 25 Q. Also, given we a court reporter, we need verbal
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B T Page 9 B Page 11
1 responses. So nodding of the head, shaking of the 1 Q. And what was the purpose of your phone calls and
2 head will not suffice given we have a court 2 e-mails with Mr. Crawford?
3 reporter. Make sense? 3 A. Justto be an investor in different companies that
4 A. Yes. 4 he represented, start-up companies, and 1 just
5 Q. Allright. And if at any time you need to take a 5 thought that was something that he had background
6 break, just let us know and we'll take a break. 6 in. And Ken Solie, a friend of mine, also had
7 That make sense? 7 invested with him and told me that he knew him. So
8 A. Yes. 8 I went to the Bixby -- basically the Bixby
9 Q. Allright. And with that, the witness is sworn, 9 ‘presentation was probably the first thing I did
10 let me go into some questioning. If you can just 10 see.
11 give us briefly your educational background 11 Q. Do you recall if you reached out to Mr. Crawford or
12 starting post-high school? 12 - hereached out to you for your first interaction?
13 A. Graduated from Forest Lake High School 1966 and 13 A. Idonotrecall.
14 graduated from the University of Minnesota with a 14 Q. And is he the one that intreduced you to the
15 business degrec in 1970, four-ycar degree. 15 potential to invest in Bixby?
16 Q. And what is your employment background? 16 A. Yes. He sent me all the materials.
17 A. Istarted with Ford Motor Company for three years 17 Q. What do you recall him sending you regarding Bixby?
18 right out of collcge, and then I purchased John's 18 A. They had like a three-ring binder of how -- the
19 Auto Parts from my father, and there were six 19 background on Robert Walker and the pecople involved
20 employees when I bought it, and three of them are . 20 in the company and what they were trying to
21 my brothers, and I ran that for the last 40 years. 21 accomplish.
22 Q. And when did you stop running that? 22 Q. Do you recall having any discussion with Mr.
23 A. Two years ago I sold out to a national corporation. 23 Crawford on the phone regarding the potential to
24 Q. And are you currently retired, then? 24 invest in Bixby?
25 A. Yes. 25 A. Oh, yeah, a number of times.
Page 10 Page 12
1 Q. Allright. Any other significant employment 1 Q. And what do you recall about those conversations?
2 history beyond that? 2 A. Oh, just about the positive nature of the Bixby
3 A. No. I mean, I was in many other businesses, but 3 Company and Robert Walker’s track history with the
4 the main business was the auto parts business. 4 companies he had been involved with and, you know,
5 Q. Okay. Great. Do youn know an individual by the 5 that he would be a good leader to run this company,
6 name of Paul Crawford? ‘ 6 so it would probably be a good investment.
7 A. Yes. 7 Q. And did Mr. Crawford recommend you invest in Bixby?
8 Q. And who is Mr. Crawford? 8 A. Yes.
9 A. He's the sales representative that ] was made in 9 Q. Did he discuss any other details about your
10 contact with through a guy named Ken Solie, and Ken 10 potential investment, such as how much to invest?
11 Solie recommended him as a person for other 11 A. Yeah. The amount discussed was $80,000 at the
12 investments. 12 time, and then they offered like matching stock,
13 Q. And do you recall approximately when you first 13 you know, nonvoting stock, you know, something like
14 heard of Mr. Crawford? 14 that, differcnt enticements like that to help us
15 A. Ireally — I'm going to guess ten years ago or 15 buy that Bixby stock.
16 something. 1 really don't know. 16 Q. And the 80,000, is that a number that you came up
17 Q. Mid, early 2000s, mid-2000s? 17 with or is that something that was recommended to
18 A. Yes. I would gucss in that time period. 18 you? ’ )
19 Q. And you said you got to know — you heard of Mr. 19 A. At the presentation it's a number I came up with
20 Crawford through an acquaintance of yours? 20 and by what I heard on the stage and stuff like
21 A. Yes. 21 that.
22 Q. And did you eventually speak with Mr. Crawford? 22 Q. And where was this — this was a presentation about
23 A. I@don't think I've cver spoke -- I might've met him 23 the opportunity to invest in Bixby?
24 once or twice, but mostly phone calls, and 24 A. Right. And it was at — [ think it actually was at
25 obviously mostly e-mails. 25 the Bixby hcadquarters over on 81 and 694.
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"'Pége 13 - o Page 15
1 Q. And how did you learn about this presentation at 1 A. 1think it was made out to Bixby. T would have to
2 the Bixby headquarters? 2 go back and look.
3 A. Through Paul Crawford's office, e-mails. 3 Q. Your intent in sending the check to Mr. Crawford
4 Q. And it sounds like your primary interaction with 4 was that he would eventually forward it on to the
5 Mr. Crawford was via ¢-mail? 5 company?
6 A. Correct. 6 A. Correct.
7 Q. Did Mr. Crawford have an office that you know 7 (Whereupon, Plaintiff's Exhibit Number
8 about? 8 2 was marked for identification.)
9 A. Hc had one. Idon't think I've ever been there. 9 BY MR. STOCKWELL:
10 Q. Do you know if he had a business that he operated 10 Q. Let mc show you what I'm going to mark as
11 through, or an entity he operated through? 11 Plaintiff's Exhibit Number 2. And for the record,
12 A. Well, I think, yeah. It was like Crawford 12 am I correct that Plaintiff’s Exhibit Number 2 is,
13 Investments or whatever. Just, you know, having a 13 ignoring the top portion, which is information that
14 friend that vouched for him, it was -- you just 14 you provided to us, is an e-mail, e-mail chain.
15 kinda didn't question it. 15 The last e-mail is from a Paul Crawford dated July
16 Q. And at that presentation at the Bixby headquarters, |16 21st, 2011 to Harry Haluptzok; is that right?
17 do you recall if Mr. Crawford talked at all? 17 A. Correct.
18 A. Idon'tremember. It's a long time ago. 18 Q. And underneath that last e-mail it says, Harry,
19 Q. Okay. Do you know if Mr. Crawford was a registered |19 This e-mail went out today. You have 50,000 Bixby
20 broker? 20 common shares that you paid $1.60 each for, and
21 A. Idon't know. 21 then in parentheses 80,000, and then signed Paul.
22 Q. Did you ever discuss that with him? 22 You received this e-mail from Mr.
23 A. No. Never thought of it. 23 Crawford?
24 Q. How did you get the -- you said you got some 24 A. Yes.
25 information from Mr. Crawford, a threc-ring binder, {25 Q. And you recognize that e-mail address,
Page 14 Page 16
1 some background on the company? 1 pc@crawcap.com, is Mr. Crawford's e-mail?
2 A. Right 2 A Yes
3 Q. Do you recall how you received the agreement that 3 Q. And what is he forwarding on to you in addition to
4 you would've signed to purchase the stock? 4 indicating how many shares you required and how
5 A. Like through the mail. 1 mean, it was just sent to 5 much you paid for?
6 me and I sent it back. 6 A. What elsc is he forwarding to me?
7 Q. Would that have been a subscription agreement? 7 Q. Yes. .
8 A. Yeah. 8 A. Just other investment opportunities. Are you
9 Q. Did you receive that from Mr. Crawford? S talking specifically about this?
10 A. Yes. 10 Q. Sorry,yeah. Specifically to Exhibit 2. What does
11 Q. And when you filled that out, did you return it to 11 he forward on the very bottom of the page?
12 Mr. Crawford? 12 A. News flash to Bixby shareholders and note holders.
13 A. Yes. 13 Q. Isthis a communication that you would receive from
14 Q. And how did you -- do you recall how you paid for 14 Mr. Crawford about the goings on with the company?
15 your investment? 15 A. Yes.
16 A. Witha check. 16 Q. And looking back at the top e-mail, is this
17 Q. Do you recall who you provided that check to? 17 accurate that you purchased 50,000 common shares at
18 A. Imailed it to Mr. Crawford. 18 $1.60 for a total of $80,000? -
19 Q. And why did you mail it to Mr. Crawford? 19 A. Yes.
20 A. Because he sent me the information from Bixby. 20 Q. Was Mr. Crawford at all involved in helping
21 Q. Did you anticipate he would forward it on to the 21 establish the share price of $1.60, do you recall?
22 company? 22 A. lcouldn't tell you if he was or wasn't.
23 A. Yes. 23 Q. You don't recall him being involved in any of the
24 Q. Was the check made out to Mr. Crawford, do you 24 negotiations between you and Bixby about that price
25 recall? 25 ?
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1 A. No. 1 Is this typical of some of the e-mails
2 {Whercupon, Plaintiff's Exhibit Number 2 that you would receive from Mr. Crawford regarding
3 3 was marked for identification.) 3 Bixby?
4 BY MR. STOCKWELL: 4 A. Yes
5 Q. Let me show the witness what I have marked as 5 Q. He would be providing information about what is
6 Plaintiff's Exhibit Number 3. For the record, is 6 going on with Bixby and indicate good news?
7 Plaintiff's Exhibit 3, again ignoring the top 7 A. Exactly, yes.
8 portion which is information that you forwarded on 8 Q. Was this typical of information e-mails that you
9 to the SEC, an e-mail from Paul Crawford dated May | 9 would receive from Mr. Crawford for other potential
10 29th, 2011 to yourself and other individuals with 10 investments beyond Bixby?
11 the subject of Bixby Energy Systems Shareholder 11 A. Yes.
12 Letter? 12 Q. And would the news that Mr. Crawford would forward
13 A. Yes. 13 on to you typically be positive news?
14 Q. This is an e-mail that you received from Mr. 14 A. Right. As you can see toward the end of the
15 Crawford? 15 letter, he's trying to sell -- you know, the
16 A. Yes. 16 warrants that — exercising warrants and stuff like
17 Q. Do you recognize any of the other names in the To 17 that. Just it kinda brings it all back.
18 line here? There is many names here. 18 Q. And you're referring to the last paragraph of this
19 A. All the names here? 19 e-mail?
20 Q. Yes. Do you recognize any of those individuals 20 A. Right. . . .
21 eyeballing them? 21 Q. And he indicates there, I am going to ask Gil and
22 A. 1justremember Bradley Smegal. He was sitting 22 both Rons -- do you know who Gil and beth Rons are?
23 next to me during the presentation. He was an 23 A. Yes. The two gentlemcn in the front here, the
24 investor for somebody else. He had nothing to do 24 Bixby board.
25 with Bixby, of course. 1really didn't know any of 25 Q. Tam going to ask Gil and both Rons if we can get
Page 18 Page 20
1 these people other than - yeah. Idon't actually 1 an extension on the exercise date of the warrants
2 know anybody else on this list. 2 which is Tuesday, May 31st.
3 Q. Okay. So these were not close family friends of 3 Do you recall if you owned warrants in
4 yours or close acquaintances? 4 addition to the stock that you purchased?
5 A. No. Idon't know any of them. 5 A. Tamnotsure. Ijust--Idon't think -- I just
6 Q. And Mr. Crawford, was he — would you consider him | 6 don't remember.
7 a close friend or acquaintance, anything like that? 7 Q. Okay. He goes on and says, What would help me is
8 A. No. Notatall. 8 if those of you who have acquired the warrants from
9 Q. And Mr. Crawford indicates in this e-mail he 9 me would let me know if you are interested in
10 attaches a letter from Gil —~ I'm not even going to 10 exercising these $2 warrants by Tuesday if my
11 try to pronounce it. It's spelled G-U-T-K — 11 request is denied. And then in bold, The situation
12 A. Gutknecht, 12 at Bixby right now is exactly what we were hoping
13 Q. G-U-T-K-N-E-C-H-T, Ron Kiner, K-I-N-E-R, and Jim |13 for and is a good reason to consider exercising
14 Bergeron, B-E-R-G-E-R-O-N, who constitute the 14 your warrants,
15 entire Bixby Board of Directors. Is that your 15 A. Right.
16 understanding of who those three individuals were? {16 Q. Do you understand what Mr. Crawford was referring
17 A. Yes. 17 to that —
18 Q. And as he indicates, Some of you may have already |18 A. 1 think the stock thit they may have given us
19 received this letter and photo of the first system 19 warrants that we could for free, I think, or we
20 that is now being put in place for testing in 20 would buy these warrants and then we would exercise
21 China. 21 them to buy more of the stock. And I was just
22 He goes on and states, This is the 22 kinda worried of the whole dcal and had no interest
23 best news regarding Bixby that we could have 23 in investing any more money into it.
24 expected. And he goes on to describe some of the 24 Q. So you did not exercise any more warrants as far as
25 information about Bixby. 25 you recall?
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S Page 21 h " Page23 |
1 A. No. As faras | recall, I didn't. 1 at $1 per share which is half of the original $2
2 Q. And you did not take Mr. Crawford's advice here 2 per share exercise price. Let me know if you want
3 that it was a good reason and good timing to 3 to take advantage of this offer.
4 exercise these warrants? 4 Did you understand this to be the
5 A. No. 5 opportunity to exercise warrants at a reduced price
6 Q. Was this typical, though, of e-mails that Mr. 6 from the $2 we saw earlier?
7 Crawford would provide to you, that he would give 7 A. Yes. That's the way I understood it.
8 advice about exercising warrants at particular 8 Q. And was this consistent with communications you got
9 times? 9 from Mr. Crawford that he would update you if there
10 A. Sure. 10 was an opportunity to invest at a better price than
11 Q. Was it also consistent with e-mails in which he 11 previously?
12 would indicate that he might be able to improve on 12 A. Yes.
13 an investment by talking with the company? 13 Q. Did you take advantage of this opportunity to
14 A. Ithink he was trying to sell me on buying more of 14 invest in exercisc warrants at $1 per share as
15 the stock and using these warrants to buy more. So 15 opposed to $2 per share?
16 it seemed like a salesman trying to get more 16 A. [don't remember doing anything more, no.
17 commission to me at that point, so I was just not 17 (Whereupon, Plaintiff's Exhibit Number
18 interested in it. 18 5 was marked for identification.)
15 Q. And are you aware if Mr. Crawford reccived a 19 BY MR. STOCKWELL:
20 - commission from soliciting your investment in 20 Q. Let me show the witness what I have marked as
21 Bixby? 21 Plaintiff's Exhibit Number 5. For the record, is
22 A. Iam notaware of it, but I'm -- 1 just assumed he 22 this an e-mail from Paul Crawford to you and other
23 did. 23 individuals dated September 30th, 2011 with the
24 Q. Why do you assume that? 24 subject Bixby Energy Systems?
25 A. Because why would he do it otherwise? 25 A. Yes.
Page 22 Page 24
1 Q. No one works for free? 1 Q. And did you receive this e-mail from Mr. Crawford?
2 A. Exactly. 2 A. To the best of my recollection, yes.
3 (Whereupon, Plaintiff's Exhibit Number 3 Q. Atleast your name is indicated there on the
4 4 was marked for identification.) 4 recipients of this e-mail?
5 BY MR. STOCKWELL: 5 A. Right
6 Q. Let me show the witness what I have marked as 6 Q. And Mr. Crawford attaches a special shareholder
7 Plaintiff's Exhibit Number 4. And Paul, just for 7 meeting report; is that right?
8 your knowledge, I'll probably be using some of 8 A. Yes. .
9 these same exhibits with the next witness, same 9 Q. And in this e-mail Mr, Crawford discusses what he
10 exhibit numbering, so I'm not going to renumber 10 learned at a Bixby shareholder meeting that was
11 them. 11 held on a Thursday; is that right?
12 MR. ENGH: Perfect. 12 A. Yes.
13 BY MR. STOCKWELL: 13 Q. And some of the information that he’s providing
14 Q. For the record, is Plaintiff’'s Exhibit 4 yet 14 regarding the criminal investigation of Bixby and
15 another e-mail from Mr. Crawford to you and other |15 some of its individuals?
16 individuals, this time dated September 7th, 2011, 16 A. Yes.
17 with the subject Bixby Energy Update? 17 Q. And it discusses Bixby reveals a prosecution deal
18 A. Yes. 18 agreed to by management?
19 Q. And did you receive this e-mail from Mr. Crawford? |19 A. Yes.
20 A. Yes. 20 Q. And looking at the bottom portion of that first
21 Q. And at the bottom Mr. Crawford again gives an 21 paragraph, he indicates, The U.S. Attorney in
22 update regarding Bixby; is that right? 22 conjunction with the SEC in essence has agreed that
23 A. Correct. 23 the new management is and will continue to operate
24 Q. And he states that there is still time if any of 24 the business free of any continuing investigation
25 the warrant holders wish to exercise their warrants 25 for a period of 3 ycars. This is what is called a
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1 deferred prosecution agreement. The bottom line is 1 Q. - primary source of information about what was
2 that, will the authorities are pursing former 2 going on at Bixby?
3 management individuals and fund raisers but will 3 A Yes.
4 defer any further action — I think he probably 4 Q. And looking at the first, the top e-mail, does Mr.
5 meant to say with the authorities. Is that your 5 Crawford again send updates on Bixby tests in
6 understanding? 6 China?
7 A. Yes. 7 A. Yes.
8 Q. With the authorities. And looking at this e-mail, 8 Q. And he again wanted to remind any of you who owned
9 does Mr. Crawford indicate whether he was one of 9 warrants that they were still live in May, that
10 the, quote, unquote, fund raisers that was being 10 there was still time for you to exercise $2
11 looked at by authorities? 11 warrants for $1. Please let me know if you want to
12 A. No, he did not. I was not aware that he was 12 now turn warrants into shares of Bixby hefore the
13 involved in the investigation. 13 special warrant holiday ends.
14 Q. Atthesecond to last -- or the last full 14 A. Right
15 paragraph, does Mr. Crawford again talk about the |15 Q. Do you know what he means by live?
16 need for the company to raise more capital? 16 A. [Iassume just still have value of -- you know,
17 A. Yes. 17 they're still worth $] per share. You can still
18 Q. And again he talks about warrants that are goingto |18 buy it at that price.
19 expire and the company will allow investors to 19 Q. And did you in fact take advantage of the special
20 convert their warrants at half the $2 per share 20. warrant holiday here for Bixby shares?
21 price which is just $1? 21 A. Not that [ remember, no.
22 A. Right 22 (Whereupon, Plaintiff's Exhibit Number
23 Q. And if you intend to exercise your warrants you 23 7 was marked for idcntification.)
24 better decide very soon before they close it off. 24 BY MR. STOCKWELL:
25 Is that right? 25 Q. Let me show the witness what's marked as
Page 26 Page 28
1 A. Correct. 1 Plaintiff's Exhibit Number 7. Is this an e-mail
2 Q. Isthat consistent with the communications you got 2 from Mr. Crawford to you — well, I guess to you
3 from Mr. Crawford about the opportunity to exercise | 3 dated December 26,2011?
4 warrants at a discount and the time frame in which 4 A. Yes.
5 to exercise those warrants? 5 Q. And you received this e-mail from Mr. Crawford?
6 A. Yes. 6 A. Yes.
7 Q. And did you take advantage of this discounted 7 Q. And the subject is SEC Filing, re: Bixby Energy
8 warrant price? 8 Systems?
9 A. ldonotthink I did. 9 A. Right
10 {Whereupon, Plaintiff's Exhibit Number 10 Q. In the first paragraph Mr. Crawford writes, This
11 6 was marked for identification.) 11 letter is being sent to my friends, colleagues and
12 BY MR. STOCKWELL: 12 clients to explain to them the circumstances of the
13 Q. Show the witness what's been marked as Plaintiff's 13 S.E.C.'s (Sccurities & Exchange Commission) filing
14 Exhibit Number 6. Is this yet another e-mail from 14 of a Civil complaint requesting an Order of
15 Mr. Crawford to you and other individuals dated 15 Permanent injunction prohibiting me and Crawford
16 October 8th, 2011 regarding Bixby? 16 Capital from raising capital, disgorgement of any
17 A. Yes. 17 fees paid by Bixby and civil penalties against me
18 Q. And what was the main sourcc of information for you (18 and other persons who assisted Bixby Energy
19 regarding what was going on at Bixby while you were |19 Systems, Inc. in raising capital. Do you see that
20 an investor? 20 there?
21 A. Just the e-mails from Paul Crawford's office 21 A. Yes.
22 mostly. And Bixby did have a newsletter, but I was 22 Q. Based on your prior testimony, | am assuming that
123 getting it sometimes, sometimes I wasn't, so -- 23 you didn't consider yourself a friend or colleague
24 Q. Safe to say Mr. Crawford was the - 24 of Mr, Crawford?
25 A. Pretty much gave me all the updates. 25 A. Definitely not.
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1 Q. You would fall into the client category; is that 1 Q. Looking at the third paragraph -- we have a knock
2 right? 2 on the door for a second here and Mr. Polish is
3 A. Corrcct. 3 entering the room after a brief exit.
4 Q. Is this the first time that you heard of Mr. 4 Looking at the third paragraph, Mr.
5 Crawford being part of a civil complaint by the 5 Crawford writes, The S.E.C. has numerous rules and
6 SEC? 6 regulations regarding the activities of registered
7 A. First written information I had that he was. 7 brokers and other rules for fund raisers,
8 Q. Okay. And this is -- appears to be about a couple 8 consultants, ctc. that are not registered brokers.
9 months after that prior e-mail we saw which he 9 Do you see that?
10 indicated that certain fund raisers were under 10 A. Yes.
11 investigation? 11 Q. T have built a good reputation over 20 years of
12 A. Yes. 12 consulting with early stage companies and assisting
13 Q. Isthat right? 13 them in raising capital and T will vigorously
14 A. Right. 14 defend our rights to continue to do so. Do you see
15 Q. In that e-mail he did not indicate he was under 15 that?
16 investigation, but here he does indicate that the 16 A. Yes.
17 SEC has actually filed a complaint against him; is 17 Q. He then indicates, I was a registered broker from
18 that right? 18 1969 to 1997, and then he writes, In 1997 I decided
19 A. Right 19 that T could do a much better job in raising money
20 Q. Beyond this e-mail, did you ever have any other 20 for early stage companies if I didn't have a
21 discussions with Mr. Crawford about the SEC 21 securitics license and subsequently decided I would
22 investigation or SEC complaint against him? 22 not reapply for a registered broker's license.
23 A. Idon't know if we cver talked in person about it. 23 Did you know Mr. Crawford was a
24 I was -- I talked to him, and I don't remember 24 registered broker from 1969 to 1997 prior to seeing
25 the - you know, I was concerned about it, you 25 this e-mail?

(@“ Page 30 Page 32

1 know. And I suppose this is a letter to try to 1 A. No.
2 make his investors relax a little bit and that he 2 Q. And do you know why he decided, either based on
3 wasn't a criminal, there wasn't a criminal matter 3 this e-mail or other conversations with him, that
4 for him, it was a civil complaint. So I don't 4 he could do a better job-in raising money for early
5 know. 5 stage companies if he did not have a securities
6 Q. And that's what's discussed in that second 6 license?
7 paragraph? 7 A. Idon't know why he decided that. And1-- it was
8 A. Inthis letter, yeah. 8 just more wood on the fire of my discontent about
9 Q. Were you at all concerned about the fact that he 9 how everything was going.
10 had not previously informed you that he was under (10 Q. And I assume you didn't have any other
11 investigation by the SEC? 11 conversations with Mr. Crawford regarding his
12 A. Iwas concerned about the whole Bixby situation, 12 decision to forgo keeping his securities license as
13 and it just seemed to be -- you know, I just had a 13 a registered broker? :
14 third sense that something was wrong way back, and 14 A. No, I did not.
15 everything that I got in the e-mails and everything 15 Q. And in paragraph four Mr. Crawford discusses
16 that I was forwarded, my fear that it was not a 16 Crawford Capital and its operations and how much
17 legitimate deal. 17 money it's raised for early stage companies. Is
18 Q. And what do you recall in the e-mails and 18 that consistent with some of the communications you
19 information you got that raised those concerns? 19 received from Mr. Crawford about what Crawford
20 A. Well, just having, you know, stock available, 20 Capital did and some of the advantages you would
21 cverybody always wanting to sell you more, scll you 21 have by working with Crawford Capital?
22 more, and then the problems they were running into, 22 A. Yes.
23 and it just didn't scem like a normal company that 23 Q. And he goes on and indicates that, Furthermore,
24 was making money. It was -- it just started to 24 most of the capital that I helped Bixby raise was
25 secm not correct. 25 raised between 2003 and 2005. Do you see that
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1 about five lines down? 1 50 cents?
2 A. Yes. 2 A. No. Ithink it was mostly in c-mails.
3 Q. Is that consistent with when you believe you would 3 Q. Do you recall taking him up on his offer to get a
4 have invested with Bixby, between 2003 and 2005? 4 deal for you regarding additional Bixby shares?
5 A. Yes. 5 A. ldo not think 1 did anything with him.
6 Q. And then Mr. Crawford attaches a submission thathe | 6 Q. Was this type of e-mail cousistent with Mr.
7 sent to the SEC; is that right? 7 Crawford indicating he might be able to get a deal
8 A. Yes. 8 for you regarding discounted shares of stock from
9 Q. Did you review that submission as well? 9 an issuer?
10 A. 1was aware it was there, but I did not spend much 10 A. Yes.
11 time with it. 11 Q. I think you said that Mr. Crawford also solicited
12 Q. Was it your practice if Mr. Crawford sent you 12 your investment in other companies, is that right,
13 information in an e-mail with attachments that you 13 beyond Bixby?
14 would review it and take a look at it at least? 14 A. Yecs.
15 A. Or, you know, just read the first paragraph or two 15 Q. And did you take him up on his recommendations to
16 and see if [ was really interested in what he was 16 invest in other companies besides Bixby?
17 sending me. 17 A. No, I did not.
18 Q. And if you were not interested, you would not 18 Q. Do you remember a company called Disc Motion?
19 -really look any further at it? 19 A. Iremember some e-mails relating to it, yes.
20 A. No. Some of them 1 threw away, some of them ] 20 Q. And what do you recall about Disc Motion, if
21 kept. I could be a candidate for president. 21 anything?
22 Q. You don't have your own e-mail server, do you? 22 A. Well, I had such a bad taste in my mouth about
23 A. Yes,Ido. 23 Bixby that any company he sent me I was a little
24 (Whereupon, Plaintiff's Exhibit Number 24 hesitant to invest in, so I really was not
25 8 was marked for identification.) 25 interested.
Page 34 Page 36
1 BY MR. STOCKWELL: 1 (Whereupon, Plaintiff's Exhibit Number
2 Q. Let me show the witness what's been marked as 2 9 was marked for identification.)
3 Plaintiff's Exhibit Number 8. And for the record, 3 BY MR. STOCKWELL:
4 this is an e-mail from Mr. Crawford, it indicates 4 Q. Let me show you what's been marked as Plaintiff's
5 to Mr. Crawford with a date of February 26, 2012, [ Exhibit Number 9. Is this an e-mail from Mr.
6 Subject, Letter from Bixby Energy Systems; is that 6 Crawford to you and others dated March 1st — I'm
7 correct? 7 sorry, March 11, 2007 with the subject line Disc
8 A. Yes. 8 Motion?
9 Q. Do you recall seeing this e-mail? 9 A. Yecs.
10 A. Yes. 10 Q. And did you receive this e-mail from Mr. Crawford?
11 Q. And in this e-mail Mr. Crawford attaches a letter 11 A. To the best of my recollection, yes.
12 from Bixby and indicates, As you can read in the 12 Q. And in the e-mail Mr. Crawford indicates that he is
13 attached Bixby Letter they are struggling 13 hosting a box lunch meeting at my office at noon on
14 financially. They are doing everything they can 14 Tuesday, March 13th for a very exciting opportunity
15 but the S.E.C. apparently won't let them make any 15 in a revolutionary new device to replace spinal
16 solicitations to raise capital other than through 16 discs.
17 the exercise of warrants. 17 At the end of that paragraph he says,
i8 And then at the very end he writes, 18 This prodict could be a bleckbuster in a very short
19 Would any of you be interested if I could get a 19 period of time.
20 deal for you to acquire Bixby shares for 50-cents? 20 Do you recall if this was the first
21 Do you sece that? 21 time you heard about Disc Motion as a potential
22 A. Yes. 22 exciting opportunity?
23 Q. Did you have any other discussions with Mr. 23 A. Yes.
24 Crawford about his ability to get a deal for you 24 Q. And is this information that you solicited from Mr.
25 regarding acquiring additional shares of Bixby for 25 Crawford?
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Page 37 Page 39
1 A. No. 1 A. Yes.
2 Q. He sent this to you without your requesting it; is 2 Q. And in here Mr. Crawford provides information about
3 that right? 3 Disc Motion and attaches a business profile; is
4 A. Correct. 4 that right?
5 Q. And again looking at the Jist of individuals in the 5 A. Yes.
6 To line, do you recognize any of those individuals? 6 Q. And is this typical of some of the information you
7 A. No,Ireally don't. 7 would receive from Mr. Crawford about potential new
8 Q. Was it common for Mr. Crawford to indicate thathe | 8 investments?
9 was hosting lunch meetings or other type of 9 A. Yes.
10 meetings at his office to introduce exciting 10 Q. In thelast paragraph Mr. Crawford indicates, Some
11 opportunities such as Disc Motion? 11 of you may be familiar with the huge success of
12 A. Yes. 1 was aware he did that. 12 Spine-Tech who developed and launched the first
13 Q. And did you attend any of those? 13 spinal fusion cage system in the early 90's, went
14 A. Neverdid. 14 public and then was acquired in December of 1997 by
15 Q. Wasiit typical for Mr. Crawford to indicate that 15 Sulzer, S-U-L-Z-E-R. Early investors cashed out at
16 - potential investments could be a blockbuster in a 16 an 80 multiple.
17 very short period of time? 17 Do you understand what he means by
18 A. Yes. It was a typical selling point. 18 early investors cashed out at an 80 multiple?
19 Q. And at the very end he also indicates that he is 19 A. Sure. Eighty times what they put into the
20 hosting two other meetings if you can’t make the 20 investment. .
21 Tuesday meeting; is that right? 21 Q. And was this typical of Mr. Crawford's
22 A, Yes. 22 solicitations to you that he would indicate
23 Q. And I assume you did not attend either of those 23 potential returns on investments if you invested?
24 meetings either; is that right? 24 A. Yes.
25 A. No. 25 Q. And did you take him up on this epportunity to
Page 38 Page 40
1 Q. Wasit typical for Mr. Crawford for companies 1 invest in Disc Motion?
2 beyond Bixby to send you information on companies | 2 A. No.
3 unsolicited? 3 Q. Atthe very end he also indicates not just that he
4 A. Itwas typical for Mr. Crawford to send me 4 is attaching information, but if you want more
[ information, yes. 5 information in a PPM, that he could send it to you.
6 Q. Without you asking for it? 6 Do you know what a PPM is?
7 A. Right. 7 A. No. Ijust--1don't know what it is.
8 (Whereupon, Plaintiff's Exhibit Number 8 Performance report, I imagine, or something like
9 10 was marked for identification.) 9 that.
10 BY MR. STOCKWELL: 10 Q. Was this typical of Mr. Crawford that he would ask
11 Q. Show the witness Plaintiff's Exhibit Number 10. Is 11 if you wanted more information, that he could field
12 this an ¢-mail from Mr. Crawford again to you and |12 inquiries from you and provide you with more
13 others dated March 20th, 2007 with the subject New |13 information?
14 Opportunity? 14 A. Yes.
15 A. Yes. 15 Q. Do you recall the name of a company called
16 Q. And was this again another e-mail regarding the 16 Streamline?
17 opportunity to invest in Disc Motion Technologies? 17 A. No.
18 A. Yes. 18 (Whereupon, Plaintiff's Exhibit Number
19 Q. And consistent with the prior e-mail, I am assuming (19 11 was marked for identification.)
20 you did not request this information but Mr. 20 BY MR. STOCKWELL:
21 Crawford sent it to you nonetheless? 21 Q. Show the witness what's been marked as Plaintiff's
22 A. Yes. 22 Exhibit Number 11. And is Plaintiff's Exhibit
23 Q. Was it typical to receive multiple e-mails on an 23 Number 11 an e-mail from Mr. Crawford to you and
24 _investment even if you hadn't indicated an interest 24 others dated April 17th, 2013, subject line
25 in that from Mr. Crawford? 25 Streamline Investment Documents?
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1 A Yes. 1 Q. And do you know the significance of the fact that
2 Q. Was this information that you requested fromn Mr. 2 Streamline could be bought out at a tremendous
3 Crawford? 3 premium within a few years?
4 A. No. 4 A. Tundcrstood what he was implying, yes, that it
5 Q. Was that typical of information that he would 5 would be a good investment with a multiple return.
6 provide to you? 6 Q. Is that consistent with Mr. Crawford's pitches to
7 A. Yes. - 7 you regarding investments?
8 Q. Andin the first paragraph he indicates, Attached 8 A. Onall investments, yeah.
9 is information on an exciting opportunity that I 9 (Whereupon, Plaintiff's Exhibit Number
10 want to share with you. The business is called 10 12 was marked for identification.)
11 Streamline, Inc. I am planning on hosting a 11 BY MR. STOCKWELL:
12 presentation lunch meeting for Streamline at my 12 Q. Let me show you what's marked as Plaintiff's
13 office as soon as possible. 13 Exhibit 12. For the record, is this an e-mail that
14 He goes on and indicates that he is 14 you received from Mr. Crawford on May 28th, 2013,
1s attaching an investor brief and a summary of the 15 subject line Streamline?
16 savings that use of this device will produce for 16- A. Yes.
17 hospitals. 17 Q. And again is this information about a potential
18 Did you attend a presentation lunch 18 investment in Streamline that Mr. Crawford has
19 regarding this investment? 19 given to you?
20 A. No. . . 20 A. Yes. :
21 Q. Did you invest in Streamline at all? 21 Q. Do you know why he sent to you this second e-mail
22 A. No. 22 regarding Streamline?
23 Q. Going on, Mr. Crawford says, [ am going to tell you {23 A. Trying to sell mc on it,  imagine.
24 why I am so excited about this. And he goesonand [24 Q. You don't recall requesting any further information
25 discusses the opportunity to invest in Streamline. 25 about Streamline after that first e-mail we saw?
Page 42 Page 44
1 Is this consistent with information 1 A. No.
2 you received from Mr. Crawford on investments? 2 Q. And looking at the second page, at the very top in
3 A Yes. 3 bold and underlined, Mr. Crawford says, I predict
4 Q. And any reason you did not invest in Streamline? 4 that the Streamline transport system will scale
s A. You know, beginning of the bad taste on the Bixby 5 very fast and will be bought out at a tremendous
6 investment, so I was just leery of anything he sent 6 premium within a few years.
7 me. . 7 Is that consistent with what we saw in
8 Q. Idon'tthink I asked you this, but what was the 8 the prior e-mail?
9 return on your Bixby investment? 9 A. Yes.
10 A. 1lost everything. 10 Q. In this e-mail he also adds which should return to
11 Q. Atthe end of that large paragraph in the middle 11 sharcholders a multiple of 6 to 30 to one.
12 Mr, Crawford says, I predict that the Streamline 12 Do you understand what he means by
13 transport system will scale very fast and will be 13 should return to shareholders a multiple of 6 to 30
14 bought out at a tremendous premium within a few 14 to one?
15 years. The minimum investment is $25,000. This 15 A. Yes.
16 system could quickly replace all the existing 16 Q. What does he mean by that?
17 1V-Pole, P-O-L-E, systems all over the world. It 17 A. Six to 30 times your investment return.
18 is a huge market. 18 Q. And was that something that you were interested in
19 Do you understand what Mr. Crawford 19 based on this e-mail?
20 indicates when he says that Streamline will scale 20 A. 1was notinterested at all, but it's just sales
21 very fast? 21 talk.
22 A. Yes. It will increase in valuc very rapidly and -- 22 Q. Was that consistent with Mr. Crawford's pitches to
23 but, you know, reading this, it's just like | 23 you that he would provide a potential return on
24 thought on most of his e-mails, he was a salesman 24 investment?
25 trying to scll his investment. 25 A. Yes.
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1 Q. And was that return that he would pitch typically a 1 (Whercupon, Plaintiff's Exhibit Number
2 significant return? 2 13 was marked for identification.)
3 A. Pretty much always, yes. 3 BY MR. STOCKWELL:
4 Q. Was it typical that that return would be relatively 4 Q. Show you what's marked as Plaintiff’s Exhibit 13.
5 quick, in this case within a few years? 5 Is Plaintiff's Exhibit 13 an e-mail from Mr.
6 A. Yes. 6 Crawford to you and others on July 8th, 2013
7 Q. And do you know what changed between that first 7 regarding Streamline Information?
8 e-mail which was dated April 17th to this e-mail 8 A. Yes.
9 which is May 28th to allow Mr. Crawford to give you | 9 Q. And agaln, is this information that you requested
10 a specific potential return on investment? 10 from Mr. Crawford?
11 A. Ido not know what changed. 11 A. No.
12 Q. Looking at the next paragraph, does Mr. Crawford |12 Q. And attached to this e-mail are several documents,
13 discuss the Minnesota Angel Tax Credit? 13 including a Confidential Private Placement
14 A. Yes. 14 Memorandum; is that right?
15 Q. Do you understand what that is? 15 A. Yes.
16 A. T've heard of it before, but I've never taken 16 Q. A business plan, and some other financing
17 advantage of it. 17 documents; is that right?
18 Q. And do you recall on occasion Mr. Crawford giving |18 A. Correct.
19 advice about being able to take advantage of that 19 Q. Is this typical information that Mr. Crawford would
20 tax credit in relationship to investments that you 20 send to you on potential investments? .
21 make through him? 21 A. Not this much information.
22 A. Yesh. This investment, yes. 22 Q. Do you know why in this case he provided you all
23 Q. Do you recall discussing that any further with Mr. 23 this information even though you hadn’t expressed
24 Crawford on this or any other investments, the tax 24 any interest in investing?
25 credit aspect of it? 25 A. Thave no idea why he would send this much.
Page 46 Page 48
1 A. Back at that time I may have talked to him about 1 Q. The Private Placement Memorandum, do you recall
2 it, but I just don't remember having called him 2 receiving something similar to this from Mr.
3 because I wasn't interestcd. 3 Crawford regarding your investment in Bixby?
4 Q. Andin that same paragraph Mr. Crawford says that | 4 A. Did I receive this kind of information with Bixby?
5 he has asked them. Do you understand who "them" 5 Q. Yes.
6 is? 6 A. Ireceived quite a bit of information from him, and
7 A. limagine the state. 7 possibly -- the only thing I'm thinking here is
8 Q. To allow investors to invest by acquiring a 8 maybe if I talked to him about the Minnesota Angel
9 convertible debenture that will be converted in 9 Tax Credit, he may have thought I had interest in
10 early 2014 when it will then be eligible for the 10 this company, and that's probably why — I would
11 2014 Minnesota Angel Tax Credit Program. 11 guess why he would send me this much information.
12 Do you understand what he's talking 12 I didn't get this much information on Bixby.
13 about there? 13 Q. The information that you got from Bixby, though,
14 A. Obviously that you'd get some type of return from 14 when you first invested, was that information you
15 the Minnesota Ange} Tax Credit Program. But like I 15 got from Mr. Crawford?
16 said, I had concerns about Bixby, so anything that 16 A. Yes.
17 he told me was — I wasn't comfortable with. 17 Q. I'm about to switch to another topic. Do you want
18 Q. Is this consistent with other communications that 18 to take a quick five-minute break?
19 Mr. Crawford would at times say that he's inquired (19 A. I'm good if you guys are good.
20 with in this case the state or with other companies 20 MR. STOCKWELL: Paul?
21 on your behalf about potential benefits he might be {21 MR. ENGH: I'm fine.
22 able to get for you? 22 MR. STOCKWELL: All right. Well,
23 A. Irememberin this case, but [ don't -- T don't 23 we'll continue on. [ don't have a whole lot more.
24 remember him mentioning the Angel Tax Credit in 24 BY MR. STOCKWELL:
25 other programs. 25 Q. Do you recall the name of a company called Neuro
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1 Stimulation, Inc.? 1 sale in the over-the-counter (OTC) market.
2 A. Not specifically, no. 2 Do you understand the significance of
3 (Whereupon, Plaintiff's Exhibit Number 3 being approved for sale in the over-the-counter
4 14 was marked for identification.) 4 market?
5 BY MR. STOCKWELL: 5 A. Yes, Ido.
6 Q. Let me show you what's marked as Plaintiff's 6 Q. What do you understand about that?
7 Exhibit 14. Is this an ¢-mail from Paul Crawford 7 A. There would be -- usually 1 imagine it's a real
8 to you and others on October 23rd, 2006 with a 8 long process, you know, one to three years, and if
9 subject Neuro Stimulation, Inc.? 9 you can get it done quickly, you'd beat everybody
10 A. Yes. 110 . else to the market, and of course it makes your
11 Q. And is this information you requested from Mr. 11 company grow faster.
12 Crawford? 12 Q. Leoking at the third paragraph, Mr. Crawford
13 A. No. 13 indicates that they - do you understand that to be
14 Q. Is this how you learned about an opportunity to 14 Neuro Stimulation, Inc.?
15 invest in a company called Neuro Stimulation, Inc.? {15 A. Yes.
16 A. Yes. 16 Q. Need only $1.5 million to complete the design and
17 Q. Do you recall discussing this at all any further 17 produce several working prototypes and to establish
18 with Mr. Crawford beyond this e-mail? 18 manufacturing, initial marketing and distribution.
19 A. No. 19 Is that typical that Mr. Crawford
20 Q. And again, at the very bottom he indicates that he 20 would indicate how much capital the companies were
21 is going to be hosting two box lunch investor 21 trying to raise?
22 meetings at his office at noon on Tuesday, October 22 A. Yes.
23 31ist and on Tuesday, November 14th. Did you attend |23 Q. He then he indicates, The deal 1 have made with NSI
24 those meetings? 24 is that my, quote, syndicate, unquote, will acquire
25 A. No. 25 20 percent of the company for the initial $1.5
Page 50 Page 52
1 Q. And at the very beginning he says, [ am very 1 million and then can duplicate that amount after
2 pleased to announce that I have been retained by 2 NSI proves efficacy of the technology which would
3 Neuro Stimulation, Inc. (NSI) to assist them in 3 mean the syndicate, in quotes, would then own 40%
4 raising a small amount of capital to launch an 4 of the company.
5 incredible new Transcutaneous Electrical Nerve 5 Did he ever in regards to your
6 Stimulation System -- and that's 6 investment with Bixby reference you as being part
7 T-R-A-N-S-C-U-T-A-E-E-O-U-S -- for the treatment of | 7 of a syndicate of investors that he had?
8 chronic back pain. 8 A. No.
9 Do you know what Mr. Crawford meant by 9 Q. Do you know what he's referring to regarding this
10 being retained by Neuro Stimulation, Inc.? 10 syndicate?
11 A. It would be implied by this e-mail that he was 11 A. Thave no idea where he'd come up with that. He
12 hired by Neuro Stimulation to raise capital for 12 may think of all the people that bought from him in
13 them. 13 the past as part of his people or something. |
14 Q. And was that consistent with your understanding 14 don't know.
15 with other companies, that Mr. Crawford was not - |15 Q. And with regard to the companies that he would
16 did you know if Mr. Crawford was actually employed |16 pitch to you, would he often indicate a special
17 by any of these companies? 17 deal he could get for his investors that might not
18 A. No. Ithought he just worked on a commission 18 be available for other investors?
19 basis. 19 A. Idon't think he implied that it was a special
20 Q. And that would be through his company Crawford 20 deal. It was just a deal, the way I took it.
21 Capital? 21 Q. Do you recall anything like that regarding your
22 A. Correct. 22 investment with Bixby?
23 Q. In that same paragraph Mr. Crawford talks about the {23 A. No. I just thought of it as a broker selling stock
24 fact that Neuro Stimulation, Inc.'s device will 24 in a company, you know, or a broker trying to get
25 quickly pass through the FDA and be approved for |25 me to invest in a company.
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1 Q. Do you recall the name of a company called 1 A. Yes.
2 FourCubed, F-O-U-R-C-U-B-E-D? 2 Q. And onc more topic. Do you recognize the name of a
3 A. Idon't remember that. 3 company called LocalLoop, L-O-C-A-L-L-0-O-P?
4 (Whereupon, Plaintiffs Exhibit 4 A. Yes.
5 Number 15 was marked for identification.) 5 Q. And how do you recognize the name LocalLoop?
6 BY MR. STOCKWELL: & A. Ijust gotan e-mail from Crawford a couple days
7 Q. Let me show the witness what's marked as 7 ago.
8 Plaintiff’s Exhibit 15. Is Plaintiff's Exhibit 15 8 Q. And what was that c-mail regarding?
9 yet another e-mail from Mr. Crawford to you on 9 A. The purchasing of -- or making an investment in
10 March 3rd, 2014 regarding a company called 10 LocalLoop.
11 FourCubed? 11 Q. And was that the first time you heard of LocalLoop?
12 A. Yes. 12 A. Yecs.
13 Q. And is this information that you asked for from Mr. |13 {Whereupon, Plaintiff's Exhibit Number
14 Crawford? 14 16 was marked for identification.)
15 A. No. 15 BY MR. STOCKWELL:
16 Q. Is this how you learned about an opportunity to 16 Q. Let me show the witness Plaintiff's Exhibit 16. Is
17 invest with a company called FourCubed? 17 Plaintiff's Exhibit 16 an e-mail from Mr. Crawford
18 A. Yes. 18 to you and others dated September 8th, 2014,
19 Q. And in the very first sentence Mr. Crawford says, 19 subject line Tuesday update; is that right?
20 There is not any early stage deal that I have ever 20 A. Yes. .
21 been involved with that is more predictable to have {21 Q. And is this an e-mail talking about the company
22 a very successful outcome in a very short time 22 LocalLoop?
23 frame than FourCubed. 23 A. Yes.
24 Based on Mr. Crawford's statement 24 Q. And does this refresh your recollection as to the
25 there, did you invest in FourCubed based on his 25 first time you heard about LocalLoop?
Page 54 Page 56
1 optimism? 1 A. Yes.
2 A. No. 2 Q. And did you invest in LocalLoop based on Mr.
3 Q. And why is that? 3 Crawford's recommendation?
4 A. Bccause of my past experience with other companies. 4 A. No.
5 Q. Atthe very end of the e-mail on page 3, I will 5 Q. Was that for the same reasons you discussed
6 refer you to the last — the top sentence there, 6 previously?
7 The least I expect is that FourCubed will grow by a 7 A. Yes.
8 factor of 5 to 9 times its current valuation over 8 Q. And again, is this information about Localloop
9 the next two to three years. 9 information that you requested from Mr. Crawford or
10 Do you understand what he means by 10 information he sent to you without you requesting
11 that? 11 it?
12 A. Yeah. He thinks that seven million dollar value is 12 A. Information that he sent to me without me
13 going to move to 35 to 63 million dollars. 13 requesting it.
14 Q. And based on that prediction of future growth and 14 Q. Turning to the second page, the top paragraph in
15 performance, did you decide to invest in this 15 the middle, Mr. Crawford says, LocalLoop is
16 company? ‘ 16 sneaking up on the rural 4G marketplace and it is
17 A. No, 1did not. 17 about to turn into a tsunami. That will then
18 Q. Was that prediction of future growth and 18 trigger interest among Private Equity firms, Hedge
19 performance typical of Mr. Crawford's pitches to 19 Funds and major Wall Street brokerage firms.
20 you? 20 LocalLoop is about to really blast-off. Itisa
21 A, Yes. 21 very good time for investors who aren't yet a
22 Q. And again, in the next sentence he indicates this 22 LocalLoop shareholder te invest before it is too
23 is a unique opportunity which will scale very fast. 23 late. And, it is & great time for existing
24 Is that similar language we've seen in other 24 investors to increase their percentage ownership.
25 e-mails? 25 You decided not to invest in LocalLoop

L
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1 despite the fact that it could turn into a tsunami 1 Q. Mr. Solie, how do you spell his last name?
2 and was about to really blast of? 2 A. S-O-L-I-E.
3 A Yes. 3 Q. Heisagood fricnd of yours, I take it?
4 Q. Isthat for the same rcasons you discussed 4 A. Yes.
5 previously? 5 Q. A trusted associate?
6 A. Yes. 6 A. Yes.
7 Q. Is this, although a little bit more colorful 7 Q. And he was the one who referred Mr. Crawford?
8 language, similar language that Mr. Crawford would | 8 A. Yes.
9 use for other investments? 9 Q. Had he had good luck with Mr. Crawford's offerings
10 A. Yecs. 10 in the past, as far as you know?
11 Q. Inthe next paragraph he also says that, I want to 11 A. He said he had a couple investments with him that
12 point out that LocalLoop is the kind of investment 12 had worked out for him.
13 that is ideal to be held in 2 Roth IRA. 13 Q. How soon after you spoke with Mr. Solie did you
14 Do you understand why LocalLoop may be 14 make your investment in Bixby; do you recall?
15 an ideal investment to hold in a Roth IRA? 15 A. [would guess it was within a year.
16 A. He's just implying that it will grow rapidly. 16 Q. You had never met Mr. Crawford personally?
17 Q. Was this typical of Mr. Crawford to suggest where 17 A. ldon't rcmember meeting him.
18 to hold certain types of investment investments? 18 Q. And ]I think you indicated that you had never been
‘{19 A. 1don't remember him saying that in the past. I do 19 to his office on Main Street here?
20 not.remember him saying that in the past. 20 A. No.
21 Q. And in the next paragraph he indicates, I may be 21 Q. Had you ever spoken to him over the telephone?
22 able to offer a significant discount for a large 22 A, Yes.
23 investment of between $250,000 and $560,000, 23 Q. How often did you do that?
24 Is that consistent with other e-mails 24 A. Atthe beginning with the Bixby thing quite a few
25 you've seen from Mr. Crawford where he is able to 25 limes, and then a few e-mails would, like I said,
Page 58 Page 60
1 offer a significant discount to a particular 1 on the Angel Tax Credit, some things that he would
2 investment? 2 say in a letter that would peak my interest and |
3 A. Yes. The later e-mails. 3 would call him and question him about.
4 Q. Did you ever attend any meetings or any other 4 Q. And he was responsive to your questions, I assume?
5 discussions with Mr. Crawford regarding LocalLoop? | 5 A. Yes.
6 A. No. 6 Q. You're aware that he was not working for Bixby or
7 Q. Any other investment opportunities you recall Mr. 7 not an employee; is that correct?
8 Crawford pitching to you besides the oncs we have 8 A. Right
9 reviewed? 9 Q. He was not on the management team, right?
10 A. No. Ikept, like I said, a number of the e-mails, 10 A. That's what I thought.
11 but I just had no intcrest because of my past 11 Q. And what he did was tell you about a meeting you
12 expericnce with Bixby and how it all went down. 12 could go to where Mr. Walker would present the
13 MR. STOCKWELL: That's all | have. 13 Bixby plan and the Bixby vision of the company?
14 EXAMINATION 14 A. Yes.
15 BY MR. ENGH: 15 Q. So he suggested you go to the meeting and you did;
16 Q. [I've got a couple questions for you. 16 is that right?
17 A. Sure. 17 A. Yes.
18 Q. Haluptzok? 18 Q. Was Mr. Crawford at the meeting himself, do you
19 A. Haluptzok. 19 recall?
20 Q. Haluptzok. Is that Finnish? 20 A. Ithought he was there, but I ncver did talk to
21 A. Czech. 21 him.
22 Q. Czech. Well, again, my name is Paul Engh. 1 22 Q. That was the meeting where Mr. Walker gave his own
23 represent Mr. Crawford. I appreciate you being 23 pitch as to why you should invest in Bixby; is that
24 here. I've got a couple questions for you. 24 right?
25 A. Okay. 25 A. Correct.
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1 Q. And he had a certain gravitas because he had had 1 Q. Yeah.
2 success as a bedding manufacturer; is that correct? 2 A. Like 13 or 14 companies.
3 A. Correct. Select Comfort. 3 Q. Have you done that through other individuals like
4 Q. Select Comfort, which is still an ongoing company, 4 Mr. Crawford who have solicited your investment?
5 as far as you know? 5 A. No.
6 A. Correct. | 6 Q. How have you invested your —
7 Q. So you found Mr. Walker to be persuasive and gave 7 A. Ipersonally bought all the companies mysclf, or
8 $80,000? 8 created the companics.
9 A. Yes. 9 Q. Ithought I heard you say your main source of
10 Q. The check was to Bixby, right? 10 income or the main company was this John's Auto
11 A. Yes. 11 Parts; is that right?
12 Q. Well, I assume it wasn't to Crawford, right? 12 A. Yes.
13 A. No. It was to Bixby. 13 Q. That was your economic engine for 40 years, —
14 Q. Do you know the difference between a broker anda {14 A. Yes.
15 finder in terms of investors? 15 Q. --for want of a better phrase?
16 A. Notreally. I just assume they're both the same, 16 A. Right
17 but - 17 Q. Were you selling new parts or aftermarket parts?
18 Q. Well, you had the sensation, though Mr. Crawford 18 A. Both. Plus service and tires and used auto parts.
19 may not have communicated it to you, that he was 19 Q. Thisis up in Andover, isit?
20 attempting to solicit investors in the various 20 A. Blaine.
21 companies; is that correct? 21 Q. Did you have a number of stores or just one?
22 A. Correct. 22 A. No. One main store. I had five locations at one
23 Q. But that he had no management in any of these 23 time, owned five different companies and combined
24 companies, right? 24 them into one large company.
25 A. Correct. 25 Q. Did Mr. Crawford — going back to Bixby investment,
Page 62 Page 64
1 Q. So he was a salesman? 1 sorry for the diversion - did he ever ask you what
2 A. Right. 2 your individual needs were or what your other
3 Q. Trying to raise capital for the various businesses; 3 investments were in terms of other companies you
4 is that right? 4 had stakes in?
5 A. Correct. 5 A. He may have asked me if I had other investments,
6 Q. And somehow he found you through Mr. Solie? 6 but that would be the extent of my conversation
7 A. Correct. 7 with him.
8 Q. And pursued you in these e-mails over a certain 8 Q. Did he ever engage in financial planning with you?
9 period of time? 9 A. No.
10 A. Yup. 10 Q. Nor did you invite him to do that?
11 Q. Iassume other individuals in the marketplace 11 A. No.
12 pursue you for investment opportunities as well? 12 Q. Did he ever discuss with you your financial needs
13 A. Yes. 13 outside of pitching these various companies to you?
14 Q. And you are an investor in private companies? 14 A. No. Pretty much pitching the companies.
15 A. Not very many. 15 Q. Did he ever discuss with you your risk tolerance?
16 Q. A few? 16 A. Yes.
17 A. 1mean, do ] buy stocks? Yes, I buy a lot of 17 Q. And what were the discussions about your risk
18 stock. But as far as investing in companies 18 tolerance?
19 themselves, not very often. 19 A. Just, you know, this investment may take some time
20 Q. Most of the stocks you buy I assume are on NASDAQ |20 to develop, you know, three to five years or
21 in the open market? 21 whatever, and that type of thing. But [ mean
22 A. Yecah 22 basic --
23 Q. And how many private companies have you bought |23 Q. He was hopeful for Bixby himself?
24 stock in, sir? 24 A. Yes.
25 A. For mysclf? 25 Q. And you, too, were hopeful for Bixby and everybody

1
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1 else who invested was hopeful for Bixby; fair 1 interested in investing in subsequent companies
2 enough? 2 that were pitched to you?
3 A. Right 3 A. Probably would have been, yes.
4 Q. Obviously you don't write $80,000 checks to lose 4 Q. Did you do your own independent research on any of
5 them? S these companies; LocalLoop, FourCubed, Neuro
6 A. Right 6 Stimulation?
7 Q. You indicated that you didn't know what his 7 A. No.
8 commission was or finder's fee was or however he 8 Q. One of a hundred c-mails, and you just got rid of
9 got paid for this. Do you have a sense from your 9 it; fair enough?
10 experience as an investor how much he did pay or 10 A. Yeah.
11 how much he did make on your $80,000 investment? |11 Q. And in these c-mails, when Mr. Crawford is
12 A. I would gucss hc made ten pereent. 12 predicting good things for the company, and you've
13 Q. Would that be fairly standard in the business? 13 gone over each one, but I won't spend time again
14 A. Iwould guess on this type of investment. 14 with you, T mean he's basically stating his high
15 Q. Were you impressed by the fact that Gil Gutknecht |15 hopes for the investors of the company as well; is
16 was at one point running Bixby and was the author |16 that right?
17 of certain letters that were forwarded to you by 17 A. Correct.
18 Mr. Crawford? 18 Q. Which is, as you knew, part of his sales technique?
19 A. Later onI was, yes. At first I wasn't aware he 19 A. Yes.
20 was involved. 20 Q. One moment. Did you find his e-mails to you that
21 Q. The fact that he got involved gave you at least 21 you discarded to be overly aggressive or were they
22 some comfort that Bixby might survive the storms; {22 merely stating an opportunity for you?
23 is that correct? 23 A. Stating an opportunity.
24 A. Yes. 24 Q. IMow frequent did they come? T know you erased
25 Q. And for the record, we know that Gil Gutknecht, for |25 some.
Page 66 Page 68
1 those of you from Illinois, used to be a United 1 A. Atleast every month or two I would dcfinitely get
2 States Congressman from southern Minnesota; fair 2 e-mails from him.
3 enough? 3 MR. ENGH: Thank you. I have no
4 A. Yes. 4 further questions.
5 Q. Inthe Rochester area, Albert Lea, southern edge? 5 THE WITNESS: Thank you.
6 A. Right 6 MR. STOCKWELL: No further questions
7 Q. And held that position for a number of terms until 7 from us.
8 he was defeated; is that right? 8 MR. POLISH: We'll reserve signature.
9 A. Right 9 (Whereupon, the deposition was
10 Q. And on the Bixby shares, do you assume that Mr. 10 adjourned at 11:20 a.m.)
11 Crawford got his own information from Bixby 11
12 employees, including Mr. Walker? 12
13 A. Yes. 13
14 Q. You didn't look at yourself as being an individual 14 HAROLD HALUPTZOK
15 client of Mr. Crawford? 15
16 A. No. 16
17 Q. You looked at him as an individual who found 17
18 companies for people to invest in; fair enough? 18
19 A. Yes. 19
20 Q. And when you decided not to invest in any further 20
21 companies, it was, as you have indicated, mostly 21
22 because you were soured on Bixby; is that right? 22
23 A. Yes. 23
24 Q. And had you made money on Bixby, -- and thisis a 24
25 speculation, I suppose -- would you have been more |25
- . N - _—
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1 STATE OF MINNESOTA
2 COUNTY OF HENNEPIN
3 I horoby cartify that the witnoss in the
4 foregoing deposition, Harold Haluptzok, was by me
5 duly oworn to testify to the truth, the whole truth
6 and nothing but the truth, in the within-ontitled
7 causo; that said deposition was taken at tho time
8 and place horein named; and that tho doposition is
9 a true record of the witness's testimony as
10 reportod by me, a duly cortifiod shorthand reporter
11 and a disinterested person, and was thoreafter
12 transcribed into typewriting by computer.
13 I fuxther certify that I am not
14 interostad in the outcoma of the said action, nor
15 commected with nor related to any of the parties in
16 said action, nor to their respective counosel.
17 IN WITNESS WHEREOF, I have hereunto set my
18 hand this 7th day of April, 2015.
19 Reading and signing was:
20 _X__requested waived not requested
21 .
22 VALY o
23
24 Charles G. Williamson, Court Reporter
25

— S
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EXHIBIT A

FORM OF SUBSCRIPTION AGREEMENT,
P LETTER OF INVESTMENT INTENT AND LOCK-UP
Bixby Encrgy Systems, Inc.
14295 James Road
Rogers, Minnesata 55374

Ladies and Genllemen:

The undersigned (the “Subscriber”) hereby subscribes to purchase _A2 72") shares (the “Shares”) of
the common stock, $.001 par value (the “Common Stock™), of Bixby Energy Systems, luc., a Delaware corporation
(the “Compeny"™), for a purchase price of $0.80 per share and upon the other terms and conditions sct forth below, A
check or other payment payable to “Bixby Energy Systems, Inc.” in the amount of §_4Z7% 0.o7) for the Shares is
also delivered herewith. The Subscriber acknowledges that the Company is relying upon the accuracy and
completeness of the representalions contained herein in camplying with its obligations under applicable securities
laws and tha! a subseription for Shares may be rejected for any reason.

‘The Subscriber acknowledges and represents as follows:

1. The Subscriber has received copies of all documents and any other information requested from the Company
and has had an opportunity to ask questions of and receive answers from the management of the Company
concerning the terms and conditions of the Offering and to obtain any additional information desired or has
elected to waive such opportunity. The Subscriber confirms that the Subscriber is fully informed regarding the
finencial condition of the Company, the administration of its business affairs and its prospects for the future, and
that the Company makes no assurance whatsoever concerning the present and prospective value of the Shares to
be aequired.

X

The Subscriber realizes that the Shares, as an investment, are speculative and involve ahigh degree of risk. The
Subscriber believes that an investment in the Shares is suitable for the Subscriber based upon the Subscriber's
investment objectives and financial needs, and the Subscriber has the financial means to undertake the risks of
an investnient in the Shares, to hold the Shares for an indefinite period of time, und 1o withstand a complete loss
of the Subscriber’s investment in the Shares.

3. The Subscriber, either alone or with the assistance of a professional advisar, has such kaowledge and experience
in financial and.business matters that the Subscriber is capable of evalualing the merits and risks of an
investment in the Shares. The Subscriber has obtained, to the extent deemed necessary, personal professional
advice with respect to the risks inherent in, and the suitability of, an investment in the Shares in Jight of the
Subscriber’s financial condition and investment needs.

4. The Shares are being purchased by the Subscriber for investment purposes in the Subscriber's name solely for
Subscriber's own beneficial interest and not as nomince for, or [or the beneficial interest of, or with the intention
to transfer lo, any other person, trust or organization.

5. ‘The Subscriber acknowledges that (a) the Subscriber must bear the economic risk of an investment in the Shares
for an indefinite period of time because the Shares have not been registered under the Securities Act of 1933 or
any applicable state securities laws and therefore may not be sold, transferred, assigned or olherwise disposed of
unless such dispasition is subsequently registered under such laws or exemptions from such registrations are
available, and (b} a legend will be placed on the certificale evidencing the Shares stating that the Shares have not
been registered under the Securities Act of 1933 and referencing the restrictions on the transferability of the

Shares.
6. The Subscriber is a bona fide resident of the State of /Z 5& 126 _43_@__.
. ' PLTF.
x| v
CONSISTINGOF ___ % PAGES
DATE -\ \S
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7. ‘The Subscriber is an “accredited investor™ within the meaning of Rule 501 vunder the Sccurities Act of 1933,
coming within the category or categories marked below. For any category marked, the Subscriber has truthfully
set forth the factual basis or reason the undersigned comes within that category. ALL INFORMATION IN
RESPONSE TO THIS PARAGRAPH WILL BE KEPT STRICTLY CONFIDENTIAL. The Subscriber agrees
to furnish any additionat information that the Company deems necessary in order to verify the answers set forth
below.

| The Subscriber is a director or executive officer of the Company.

The Subscriber is an individual with a net worlh, or joint net worth with spouse, presently
exceeding $1,000,000.

| The Subscriber is an individual who either () had an income in excess of $200,000 in each
of the two most recent years and who regsonably expects income in excess of $200,000 the
current year, or (ii) hod a joint income with spouse in excess of $300,000 in each of the two
most recent years 2000 and wha rensonably expect a joint income in excess of $300,000 in
the current year,

O The Subscriber is a corporation, partnership, business trust ar a non-profit srganization
within the mesning ol Section 501{c)(3) ol the Internal Revenue Code thal was not fonncd
for the purpuse ol acyuiring the securities of the Company, nind that has total assets in excess
of $5,000,000.

O Other (please specify).
8. If the Subscriber Is not an individual, (a) the Subscriber was not organized for the specific purpose of acquiring
the Sheres, and (b) this Subscription Agreement has been duly authorized by all necessary action on the part of
the Subscriber, has been duly executed by an authorized officer or representative of the Subscriber and is a
legal, valid, and binding obligation of the Subscriber enforceable in accordance with its terms.

9. The Subscriber desires that the Shares be hield as follows (check one):

@ [ Individual Ownership (" [J Corporation*

% [  Community Property ® | Trust* :

© [ I Tenant with Right of Survivorship (h) Limited Liability Company
(both parties must sign)

& [O Partnership* ) () [ Other (please describe)

(© [J Tenants in Common

*If Shares are being subscribed for by an entity, the Certificate of Signatory at the end of this agreement
must also be completed.

1. The undersigned understands that the Comnpany is planning, but does not guarantec, to underiake an initiai
public offering (the *Offesing™) of its Common Stock at some point in the future. As a bencficial owner of the
Common Stock being offered, the undersigned understands thot the certain underwriters or other third porties wil
require thet the undersigned enter into a “lock up” arrangement restricting transfers of nay shares of Commnson Stuck
beneficially owned by the undersigned at the time of the Offering (the “Shares™).

Accordinaly, in consideration of the O(feving and for other good and valuable consideration, receipt of which is
hereby acknowledged, the undersigaed hereby agrees that the undersigned will not, directly or indirectly, sell any
shares during the Offering or otherwise sell, transFfer, assign, pledge or hypothecate any of the Shares for & peried of

Rixhy Emergy Symtems, Inc,
Suhscriguian Jgreenieat lage - 2
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one hundred cighty (180) days afler the effective date of the Company’s Registralion Statement. The undersigned
acknowledges that the foregoing restriction will not be waived in any circumstance by the Company.

The vndersigned agrees and consents to the entry of stop transfer instructions with the transfer agent for the
Common Stock against any transfer of shares by the undersigned in contravention of this agreement. Further, the
undersigned wnderstands that each of the undenwriters of the Offering and the Company will rely upon the
representations set forth in this letter in proceeding wilh the Offering, and that the agrecments of the undersigned
contained herein are irrevecable and shall be binding upon the undersigned's heirs, legal representatives, successors

and assigns.

Daled: __/ 4!%@ =2, 27457 4
2 P P P A

Signature 272,70 S e A L ) x) Signature
—
[ R oNCao:
Title (if applicable)* Tille (if applicable)*

o it By it

Name Tyid or Printed Nume Typed or Printed
- Address

Address
D5 bep 28, G 5557 G
City, Statc and Zipg Code  ~ Cily, State and Zip Code

- g 509
Phone Number Alternute Phone Number

STL

Tax Identification or Social Sccurity Number Tax ldentification or Social Securily Number

TEEEREERE]

This Subscription Agreement is accepted by the Company as of 3

Bixby Energy Syslems, Inc., a Delaware corporation

By:

{ts:

itixhy Eyergy Systesas, Inc.
Subseription Agreement Page -3
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CERTIFICATE OF SIGNATORY
(to be completed if the Shares are being subscribed for by an entity)

I, Ga s Bms/,(,' A/I//M DRIS, | am the Y ROSDE of
i (the “Entiy™). ¢

1 certify thal 1 am cmpowered and duly autharized by the Entity 1o execute wsd carry out the temms of the
Subscription Agreement and to purchase and hold the Shares, and certify further that the Subscription Agreement has
been duly and validly executed on behalf of the Entity and constitutes a legal and binding obligation ol the Entiry.

IN WITNESS WHEREOF, T have sct my hand this_Z. € dny of AMesy ftr , 2o 3

e ber R

(Signature)

lixhy Enesgy Systems, Ine.
Subscription Agrecment Page - 4
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From: "Paul Crawford” <pc@crawcap.com> <pc@crawczp.com>
Sent: Monday, Septamber 25, 2006 3:07 PM
To: “Staley Gentry"; "Ron Runck”; “Rick Brimacomb"; "rick anderson”; “Richard Anderson”;

"manish agarwal"; “Larry Karkela"; "Larry Hopfenspirger; “Judy Wright"; “John Scheef”;
“John Kuhrmeyer"; "John Fitzgerald®; "Jerry & Mary Jacoby"; "Gerry Mueller"; “George
Holden"; "Gary Brummer"; "Gary Bohn"; "Frank Dosal"; "Ernie Delanghe”; "Dr. Phil
Sweetser"; "Doug Selander”; "Don Schreifels”; "Don Patrie"; "Dick Parry"; “Dave Fernald";
“Dan Neisen"; "cush”; "Carl & Jan Kuhrmeyer”; "Byron Johnson"; “Bob & Ruth Bringer";
“Bo Schiller”; Bill Degnan"; "Bill Crawford"; "Joe Mconey"

Subject: investor update

I have scheduled an investor meeting at Bixby's new facilities in Brooklyn Park at 10:00 a.m., Thursday, October 5th.
Their business is ramping up very rapidly and it is very likely they will generate $40 million in revenues in this fiscal year
compared to $8.3 million last year and less than $3 million in the prior year.

The new UBB corn/wood pellet system is being very well received. The development of their new Omni furnace system
is going well and should be ready for shipment in 2008. The Omni Furnace, which will run on corn, woad pellets or Bixby
biomass pellets, will cover a homes heating and air-conditioning, heat the hot water and generate enough electricity to
cover the electrical needs of an average home. Bob Walker will also tell

us about thelir plans to acquire a biomass (waste) energy fuel pellet facility

They are close to completing the financing deal that will allow their shares to be traded on the NASDAQ market. There is
a very limited time ta invest In Bixby at $1.60 per share with 50% warrant coverage.

To get to Bixby's new facility you go north of 694/94 on Hwy 169 to the first exit (77th Ave N., Co Rd 130). Turn right
and then make animmediate right on Mendelssohn Drive (which parallels along the east side of Hwy 168) and then turn
left into the 2nd driveway. Bixby is on your right as you enter the driveway and the main entrance is marked. Their
phone number is 763-428-1806.

Please let me know if you plan to attend the meeting. And let me know if you know of anyone else who would like to
learn more abouit this very exciting alternative energy investment opportunity. [ think that Bob Walker will have znother
winner with Bixby as he did with Select Comfart and the revolutionary Sleep Number Bed.

Regards,

Paul Crawford
Crawford Capital
(612)676-1436

L S

EXHIBIT _ Za DEFT.
WITNESS o

CONSISTING OF _ § PAGES
DATE B=1=\s

BEHMKE REPORTING ANG VIDEO SERVICES, INC,
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In The Matter Of:
U.S. Securities and Exchange Commission v.
Gary A. Collyard, et al.

Staley M. Gentry
March 30, 2015

Behmke Reporting and Video Services, Inc.
160 Spear Street, Suite 300
San Francisco, California 94105
(415) 597-5600

Original File 26421Gentry.txt
Vin-U-Sceript® with Ward Indox
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U.S. Securitics and Exchange Commiission v. Staley M. Gentry
Gary A. Collyard, et al. o March 30, 2015
Page 1 Page 3
1 ONITED STATES DISTRICT COURT 1 APPEARANCES OF COUNSEL:
2 FOR THE DISTRICT OF MINNESOTA 2 ON BEHALF OF THE PLAINTIFP:
3 3 U.5. SECURITIES AND EXCHANGE COMMISSION
4 o e et e e e e aa. 4 BY: JONATHAN S. POLISH, ATTORNEY AT LAW
5 UNITERD STATBS SECURITIES AND } 5 TIMOTHY STOCKWELL, ATTORNEY AT LAW
6 EXCHANGE COMMWISSION, ) 6 175 West Jackaon Boulevard, Suite 900
7 Plaintiff, ) 7 Chicago, Illinois 60604
8 ) CASB NO. 8 Telaphone: (312) 353-6884
9 . ) 11-cv-3656(JNB/JIIK) 9 Email: polishjonpec.gov
10 ) 10 otockwellt@gec.gov
11 GARY A. COLLYARD, ST AL. ) 11
12 Defendants ) 12 ON BEHALF OF THE DEFENDANT PAUL CRAWFORD:
13 - = « = = = = = e m e - 13 BY: PAUL ENGH, ATTORNBY AT LAW (Telephonically)
14 14 220 South 6th Street, Suite 215
15 15 Minnoapolio, Minnooota 55402
16 DEPOSITION OF STALBY M. GENTRY 16 Tolophone: (612) 252-1100
17 MONDAY, MARCH 30, 2015 17 Bmail: engh4@aol.com
18 18
19 19 ALSO PRESBNT:
20 20 PAUL CRAWFORD (Tolephonically)
21 BEHMKE REPORTING AND VIDEO SBRVICES, INC. |21
22 BY: REGINA TOPPINS (22
23 160 SPBAR STREET, SUITE 300 |23
24 SAN PRANCISCO, CALIPORNIA 94105 |24
25 (415) 597-5600 |25
Page 2 Page 4
1 INDEX
; 2 MONDAY, MARCH 30, 2015
3 3 STALEY M. GBNTRY PAGE
4 4 Examination by MR. POLISH 4
5 5 Exomination by MR. BNGH 90
6 6
7 7
8 DEPOSITION OF STALEY M. GENTRY, taken on behalf 8
9 of Plaintiff, at tho offices of Tho U.S. Attormoy's 2
10 Offico, 310 New Bern Avonuo, Suita 800, Raleigh, North 10
11 Carolina 27601, commencing 12:32 P.M., MONDAY, MARCH 30, 11
12 2015 bafora Regina Toppins, Notary Public, in and for the 12
13 State of North Carolina, pursuant to Subpoona. 13
14 14
15 15 :
16 16
17 17
18 18
19 19
‘20 20
i21 21
22 22
23 23
}24 24
125 25
— e ———n R S — . e
Min-U-Seriptod BEHMKE REPORTING AND VIDEO SERVICES, INC. (1) Pages 1 -4
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U.S. Securities and Exchange Commission v. Staley M. Gentry
Gary A. Collyard, et al. L - March 30, 2015
Page 5 B Pag:aT
1 EXHIBITS 1 BXHIBITS - (CONTINUED)
2 STALEY M. GENTRY 2 STALEY M. GENTRY
3 Numbar Description Page 3 Number Description Page
4 Exhibit 1 Subpoena - 3 pages 8 4 Exhibit 23  B-mail of 7/4/2010 - 1 page 75
5 S
6 Exhibit 2 Color brochure - 6 page 12 [ Exhibit 24 B-mail of 10/11/201 - 1 page 77
7 7
B Bxhibit 3 Chack - 1 pageo 13 8 Exhibit 25 E-mail of 2/13/2012 - 3 pages 83
9 9
10 Bxhibit 4 Stock certificate - 1 page 14 10 Exhibit 26 B-mail of 2/14/2012 - 2 pages 89
11 11
12 EBxhibit S B-moil of 8/3/2006 - 1 page 16 12 Exhibit 27 R-mail of 4/17/2013 - S pages 91
13 13
14 Bxhibit & B-mail of 9/25/2006 - 1 pago 19 14
15 15
16 Bxhibit 7 E-mail of 12/30/2006 - 1 page 24 16
17 17
18 Bxhibit 8 B-mail of $/30/2011 - 3 pagasn 28 18
19 19
20 Bxhibit 9 B-pail of 10/8/2011 - 2 pages a1 20
21 21
22 Exhibit 10 B-mail of 2/12/2008 - 2 pages 35 22
23 23
24 Bxhibit 11 B-mail of 9/7/2010 - 2 pagos 40 24
25 ! 25
Page 6 Page 8
1 EXHIBITS - (CONTINUED) 1 PROCEEDINGS
2 STALEY M. GENTRY 2 STALEY M. GENTRY,
3 Buzbax Descripeicn rage 3 having been duly swom, testifies as follows:
4 Exbibit 12 E-mail of 8/24/2011 - 2 pages 46 4 DIRECT EXAMINATION
5 5 BY MR. POLISH:
6 Bxhibit 13 B-mail of 10/13/2006 - 1 page 48 6 Q. Good afternoon, Mr. Gentry.
7 7 A. Good afternoon.
8  Bxhibie 14  E-mail of 10/31/2006 - 3 pages 50 8 Q. My name is Jonathan Polish. I'm an attorney with
9 9 the United States Securities and Exchange Commission.
10  Bxhibit 15 E-mail of 11/24/2007 - 1 page 53 10 With meis my colleague, Timothy Stockwell. And we —
11 11 let me give you a document which I'm marking as Staley
12 Bxhibit 16 E-mail of 3/11/2007 - 1 page 57 12 Exhibit 1.
13 13 MR. POLISH: And I'm putting in front of the
14  Exhibit 17 E-mail of 10/9/2007 - 3 pagoes 59 14  witness, Mr. Engh -- and why don't we identify the
15 15  people who are participating telephonically for the
16 Exbibit 18 2B-mail of 10/24/2007 - 3 pages 61 16 rccord.
17 17 MR, ENGH: Well, my name is Paul Engh on
18  Bxhibit 19 3-mail of 11/28/2007 - 1 page 64 18  bchalf of Mr. Crawford. He's here as well.
19 19 MR. POLISH: Very good.
20 Bxhibit 20 E-mail of 11/29/2007 - 1 page 65 20 I've just handed the witness a document
21 21 entitled Subpoena To Testify At A Deposition in a
22  Bxhibit 21  E-mail of 8/19/2010 - 4 pagas 66 22 Civil Action.
23 23 {The referred to document was marked for
24 Bxhibit 22 E-mail of §/27/2010 - 3 pages 70 24 identification as Exhibit Number 1.]
25 25 BY MR. POLISH:
Min-U-Script® BEHMKE REPORTING AND VIDEO SERVICES, INC. (2) Pages5-8
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U.S. Securities and Exchange Conimission v. Staley M. Gentry
Gary A. Collyard, et al. March 30, 2015
Page 9 Page 11
1 Q. Mr. Gentry, are you appearing pursuant to the 1 of working was 2006. 1 had a buyout in 2007, and |
2 subpocna that I've just put in front of you that's 2 retired in 2008.
3 marked as Staley Exhibit 1? 3 Q. And where do you reside now? Where do you live?
4 A, Yes. 4 A. InRaleigh, North Carolina.
5 Q. And, actually, I apologize. Let me take that 5 Q. InRaleigh, North Carolina?
6 back and put your last name since maybe it's a little 6 A. Yes,sir.
7 informal to mark it as Staley. So now it's Staley 7 Q. Are you familiar with Paul Crawford?
8 Gentry Exhibit 1. Is that the subpoena pursuant to 8 A. Yes.
9 which you're appearing today? 9 Q. You recognize that Mr. Crawford is a Defendant in
10 A. Yes. 10 the matter that you've been subpeenaed in conjunction
11 Q. Why don't you tcll us a little bit about 11 with?
12 yourself. Why don't we start with your post-secondary 12  A. Yes.
13 education. 13 Q. Okay. How did you first meet Mr, Crawiord?
14 A. Went to Duke and finished there in 1963. And 14 A. Ilthink through John Kuhrmeyer.
15 worked for a couple of years for The Kendall Company as 15 Q. And can you spell that for the record?
16 a financial analyst. 16 A. K-U-H-R-M-E-Y-E-R. And I called Paul about a
17 Q. And can you spell that? 17 company that John was involved with in I think
18 A. K-E-N-D-A-L-L. 18 Cambridge, Minnesota called Bixby, and that was my first
19 MR. ENGH: Excuse me, could Mr. Gentry speak 19 contact with Paul.
20  upalittle bit? 20 Q. And did you and Mr. Crawford speak about Bixby? -
21 MR. POLISH: And I'm going to move the phone 21 A. Well, yes, I think we did.
22 closer to the deponent too. 22 Q. And, ultimately, did Mr. Crawford provide you
23 MR. ENGH: Thank you. 23  with information concerning Bixby?
24 BY MR. POLISH: 24 A. Tthink so.
25 Q. And before we continue, did you get a degree from 25 Q. I'm going to put in front of you a decument
Page 10 Page 12
1 Duke? 1 that's been marked as Commission Exhibit Gentry 2, And
2 A, Yes, in Accounting. 2 for the record and for Mr. Engh's benefit it appears to
3 Q. In Accounting; a Bachelor's degree? 3 bea color brochure that says High-Tech Energy Low Cost
4 A. Yes. 4 Comfort.
5 Q. Okay. S |The referred to document was marked for
6 A. ThenIlived in Western North Carolina for 4 6 idcntification as Exhibit Number 2.]
7 years and went into highway construction business with 7 Is this a document that looks familiar?
8 my first father-in-law, and we did that for 4 years. 8 A. Asbestas I recall, I did see this, yes.
9 Sold the business. I moved to Florida and was a 9 Q. And how did you sec this? Who gave it to you?
10 comptroller for a manufacturing outfit for 1 year. And 10 A, Well,ifI gotit, 1 got it from Paul.
11 then in 1969 [ moved to Minnesota and went in business 11 Q. And when you refer to Paul in this deposition,
12 withone of my old Duke fraternity brothers. We bought 12 you're referring to Paul Crawford?
13 aTexaco service station on the east side of St. Paul, 13 A. Yes.
14 and then after 4 months he wanted out, so I ran that 14 Q. Okay. And did you and Mr. Crawford have
15 until '76. 15 conversations ahout Bixby?
16 1976 1 went to work for the Equitable as a life 16 A. ]think so, yes.
17 insurance agent and became a District Manager for them 17 Q. Do you recall whether or not had he offered any
18 in'78; a Branch Manager for them in 1986. 1n'9] moved 18 recommendation about whether you should invest in Bixby?
19 to Raleigh as the Branch Manager for Eastem North 19 A. Well, I think he thought that it was going to be
20 Carolina. And, let's see, '99 became a Divisional 20 a profitable venture.
21 President and ran North Carolina, Western Virginia and 21 Q. What makes you think that that's what he thought?
22 South Carolina. And then in 2001 moved to California 22 A. Well, the thing that sort of impressed me was the
23 and ran the Northwest for two years, and came back to 23. guy that was running Bixby had also done the Sleep Bed
24 Chicago and ran the Midwest for three years. 24 company, and | figured if he had taken that one to where
25 And then 1 retired in 2000 -- my actual last year 25 it had gone, that this would probably be potentially a

Min-U-Script®
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U.S. Securities and Exchange Commission v. Staley M. Gentry
gfary A. Collyard, et al. . _ Mareh 30, 2015
Page 13 ‘ "7 Page 15
1 good investment. 1 A Yes.
2 Q. And did Mr. Crawford himself mnake any 2 Q. And those e-mails concerned -- did thosec e-mails
3 recommendations to you about whether or not it was a 3 concern Bixby?
4 good investment? 4 A. Idid get some, yes.
5 A. Ican't say that I remember that. 5 Q. Did they also concern other companies?
6 Q. Okay. Ultimately, did you invest in Bixby 6 A. Yes.
7 Energy? 7 Q. And, generally speaking, we're going to be
8 A. Yes, [did. 8 looking at some e-mails, but can you generally describe
9 Q. I'm going to hand you what's been marked as 9 what kind of e-mails you recall receiving from
10 Gentry Exhibit 3. 10 Mr. Crawford?
11 A. Yeah. 11  A. 1think the thing I remember about Bixby was the
12 [The referred to document was marked for 12 opportunity, if you want to call it that, to exercise
13 identification as Exhibit Number 3.] 13 some warrants, which I never did. And it seemed like
14 Q. Itis a check. Docs that look familiar? 14 there was — if there was any e-mails coming, it was
15 A. Yes. 15 upbeat that things are, you know, you're looking for the
16 Q. Okay. Is that a check representing your 16 positives that were going to happen.
17 investment in Bixby Energy Systems? 17 Q. And what was your takeaway as a result of the
18 A. Yes,itis. 18 e-mails that you received from Mr, Crawford?
19 Q. Is that your signature on the lower right-hand 19 A. Well, I'm kind of a Missouri type, show me, don't
20 side? 20 tell me. And Iwasn't about to put any more money in.
21 A, Yes,itis. 21 Q. Okay. Well, why don't we take a look at some
22 Q. And what does the memo say, the memo line, can 22 specific e-mails. By the way, do you recall what your
23 you read that? 23 e-mail address was? Did you have only have one e-mail
24 A. 50,000 shares. 24 address at that time?
25 Q. And do you recall actually purchasing 50,000 25  A. It was just staley.gentry@axa-advisors.com.
Page 14 Page 16
1 shares of Bixby Energy? 1 Q. And you didn't have a personal e-mail address?
2 A. Well, I figured I did when | wrote this check, 2 A. No.
3 yeah, 3 Q. So,if Mr. Crawford sent any e-mails to you, he
4 Q. Let me -- you can put that to one side. 4 sent it to your axa acceunt; is that right?
5 I'm going to hand you a document that's being 5 A. Yes.
6 marked as Gentry Exhibit 4. 6 Q. Okay. So, I'm going to hand you a document
7 [The referred to document was marked for 7 that's been marked as Gentry Exhibit S. And for the
8  identification as Exhibit Number 4.] 8 record, Gentry Exhibit S appears to be an e-mail sent
9 MR. POLISH: And, Paul, for your benefit -- 9 from Mr. Crawford on August 3rd, 2006, and the Subject
10 well, Paul, and, Paul, that is a -- it appears to be a 10 line is Summary of Letter to investors.
11 stock certificate with emblazed in Bixby Energy 11 {The referred to document was marked for
12 Systems at the top. 12 ideatification as Exhibit Number 5.}
13 BY MR. POLISH: 13 Do you sce that, Mr, Gentry?
14 Q. Do you recall, Mr. Gentry, receiving the decument 14 A. Yes,
15 that's been marked as Gentry Exhibit 4? 15 Q. Okay. And do you see that you recall that
16 A. Idon't remember getting this, but I must have. 16 Mr. Crawford sent this e-mail to a number of people,
17 Q. Okay, but you don't recall one way or the other? 17 including to you?
18 A. No. 18 A. Yes.
19 Q. Butis this consistent with your recollection of 19 Q. Okay. And one of the people is William Degnan.
20 having received 50,000 shares, common shares, of Bixby 20 Do you sce that?
21 Encrgy Systems? 21 A. Yes.
22 A. Yes. 22 Q. Andit's William.Degnan@axa-equitable.com; do you
23 Q. Good. You can put that to one side. 23  see that?
24 Did you receive e-mails from Mr. Crawford on 24 A. Yes.
25 occasion? 25 Q. And axa-cquitable.coni, wis that also your e-mail

— e
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U.S. Securities and Exchange Commission v. Staley M. Gentry
Gary A. Collyard, et al. March 30,2015
Page 17 Page 19
1 extension? 1 jump from $1.6 million in revenues in fiscal 2805, to
2 A, Yes. 2 $8.3 million in fiscal 2006 and $40 million in fiscal
3 Q. Do you know who William Degnan was? 3 2007
4 A, Yes, Ido. 4 Do you see that?
5 Q. Who was Mr. Degnan? 5 A. Yes, Ido.
6 A. He was —1don't know what his capacity was at 6 Q. "They expect to be publicly traded by early next
7 this particular time, but he's a guy that I hired when ] 7  year if their self-underwriting plan is executed as
8 was the Branch Manager in Minnesota. 8 planncd."
9 Q. And so, you worked with him in Minnesota? 9 Do you see that?
10 A. Yes. 10 A. Yes.
11 Q. Do you sce Mr, Crawford also sent an e-mail 11 Q. Do you recall having conversations with
12 apparently to Manish Agarwal, A-G-A-R-W-A-L? 12 Mr. Crawford after you invested in Bixby about Bixby?
13 A. Right. 13 A. You know, I can't remember that far back with any
14 Q. Who was Manish? 14 specifics, no.
15 A. He was a home office guy for the Equitable, and § 15 Q. But you recall reading e-mails that he would send
16 never worked directly with him. 16 you about the progress of Bixby?
17 Q. Okay. Nextis John Kubrmeyer. Is that the 17 A. Sure
18 person you referenced earlier during this deposition? 18 Q. Okay, you could set that to one side,
19 A. Yes, I hired him also into Equitable when I was 19 Let me now hand you a document that's been marked
20 in Minnesota. 20 as Gentry Exhibit 6, And for the record, that is an
21 Q. And is Mr. Kuhrmeyer the one who made the 21 e-mail from -- apparendy from Mr. Crawford, dated
22 introduction between you and Mr, Crawford? 22 September 25, 2006, and it is cntitled Investor Update.
23 A. Yes. As far as] remember, that was my 23 [The referred to document was marked for
24 connection, yes. ) 24  identification as Exhibit Number 6.]
25 Q. And then you're on this e-mail exchange too, 25 A. Um-hmm,
Page 18 Page 20
1 right? 1 Q. And was this an e-mail that Mr. Crawford sent you
2 A, Yes. 2 and others on September 25, 20067
3 Q. Okay. And this was August 3rd, 2006. Had you 3 A Yes.
4 already invested in Bixby at that point in time? 4 Q. Okay. And it begins:
5 A. 1think so. 5 "I have scheduled an investor meeting at
6 Q. And the e-mail begins: "Bill." 6 Bixby's new facilities in Brooklyn Park at 10:00 a m.,
7 Do you have an understanding of who Bill was? 7  Thursday, October 5th."
8 A, Bill Degnan. 8 Do you see that?
9 Q. "Not alot of news since I sent my last e-mail. 9 A. Yes.
10 They have completed their move into a much larger 10 Q. Do you recall that Mr. Crawford from time to time
11 facility. Orders are rolling in and currently stand at 11 would set up and host meetings with investors for Bixby
12 about $30 million." 12 and other companies?
13 And it continues, but do you see that? 13 A, Yes.
14 A. Yes, 14 Q. Now, where were you located in September 2006?
15 Q. Do you recall whether Mr. Crawford would give you 15 Like, what city?
16 updates about the status of companices that you had 16 A. I was still in Chicago.
17 invested in through him? 17 Q. You were in Chicago?
18 A. 1think periodically, yes. 18 A. Yes.
19 Q. And I'd like to skip to the last paragraph. 19 Q. Okay. And do you have an understanding of where
20 "They are doing everything right.” 20 Brooklyn Park was?
21 What was your understanding of who they 21 A, Yes.
22 were? 22 Q. Where was it?
23 A. Bixby. 23 A. That's in the north side of Minneapolis.
24 Q. Bixhy. 24 Q. Okay. So, for this did you take a -
25 "They're doing everything right and will 25 A. No.
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U.S. Securities and Exchange Commission v. Staley M. Gentry
Gary A. Collyard, et al. i March 30, 2015
T T Page2t B Page 23
1 Q. You did not travel to Minneapolis in order to 1 meant when he wrote that there's a time to invest in
2 attend this meeting? 2 Bixby at $1.60 per share with 50% warrant coverage?
3 A. No. 3 A. Ifigured that that meant I could invest more
4 Q. Okay. Aund Mr. Crawford continues: 4 money and then in the future I could have some warrants
5 "Their business is ramping up very rapidly 5 that I could exercise.
6  anditis very likely they will gencrate $40 million 6 Q. What's your understanding of what a warrant is?
7 in revenues in this fiscal year compared to $8.3 7 A. It'slike a stock option.
8  million last year, and less than $3 million in the 8 Q. Andif you cxercise that option, what would you
9  prior year." 9 get?
10 You see that? 10 A. More shares.
11 A. Yes. 11 Q. At?
12 Q. And, again, do you recall getting updates like 12 A Ata good price,
13 this from Mr. Crawford about Bixby? 13 Q. Gotit.
14 A. Sure. 14 The last sentence, the last two sentences of this
15 Q. Okay. He continues: 15 e-mail from Mr. Crawford reads:
16 ""This new UBB cori/wood pellet system is 16 "And let me know if you know of anyone else
17  being very well received.” 17  who would like to learn more about this very exciting
18 Do you sce that? 18  alternative energy investment opportunity."
19 A. Yes. 19 Do you recall Mr. Crawford asking you if you
20 Q. Do you recall other than c-mails from 20 could refer to bim other potentiaf investors?
21 Mr. Crawford — well, let me ask you this. What was the 21 A l1--1-
22 way that you kept yourself apprised of how Bixby was 22 Q. Other than this e-maifl?
23 doing? 23 A. Yeah, I don't remember him asking specifically
24 A. Through whatever Paul sent. 24 for references, no.
25 Q. Okay. The next paragraph reads: 25 Q. Then it continues:
Page 22 Page 24
1 "They aro close to completing the financing 1 "I think that Bob Walker will have another
2 deal that will allow their shares to be traded on the 2 winner with Bixby as he did with Select Comfort and
3 NAZDAQ market." 3 therevolutionary Sleep Number Bed."
4 Now, did you have an understanding of what 4 Is this what you were referencing when you
5  the significance of shares being traded on the NAZDAQ 5  talked about the prior success of Mr, Walker?
6  market? 6 A. Yes,
7 A. Sure. 7 Q. Do you recall if Mr. Crawford was the one who
8 Q. And what was your understanding of what the 8 told you about Mr, Walker's connection to Select
9 significance of that would have been? 9 Comfort?
10 A. Well, if they went public, obviously we would be 10 A. ]think that's where I got that information, yes.
11 able to -- the shares would be tradeable so I could buy 11 Q. Verygood. You could put that to one side.
12 andsell. 12 I'm now going to hand you what has been marked as
13 Q. And was that something that you considered to be 13 Gentry Exhibit 7. For the record, Exhibit 7 is a
14 important? 14 document authored by Mr. Crawford and transmitted on
15 A. Sure. 15 December 30th, 2006, and it is -- the Subject line is
16 Q. Why? 16 Bixby proxy.
17 A. Because then you had access to getting rid of 17 |The referred to document was marked for
18 your shares if you wanted to, or buying more. 18  identification as Exhibit Number 7.]
19 Q. Then, in this e-mail marked as Exhibit 6, 19 This was an ¢-mail that Mr, Crawford sent
20 Mr. Crawford continucs: 20  you and others on December 30th, 2006?
21 "There is a very limited time to invest in 21 A. Um-hmm.
22 Bixby at $1.60 per share with 50% warrant coverage." 22 Q. Letme --it's important for the court reporter
23 Do you see that? 23 that you say "yes" or "no".
24 A. Yes. 24 A, Yes, yes. December 30th it Jooks like.
25 Q. What was your understanding of what Mr. Crawford 25 Q. I'msorry, December 30th, 2006. And there was an
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U.S. Securities and Exchange Commission v. Staley M. Gentry
&\ Gary A. Collyard, et al. o Mnljch 30, 2015
T Page 25 " Page27
1 attachment, which, unfortunately, I don’t have here, but 1 the Board.
2 you see under Attachinents there's a ficld that says 2 Q. Okay. Then he asks:
3  BobProxy.doc? 3 "I am asking that you please sign both the
4 A, Yes. 4 attached Proxy and Minutes of Action of The
5 Q. D-O-C. And then there's another document S  Sharcholders documents and then fax both of the signed
6 attached apparently that's titled 6  docs to Bob Walker." And then there's a fax number.
7 SharebolderAction]12-20-06.doc. Do you see that? 7 Do you see that?
8 A. Yes. 8 A. Yes.
9 Q. And Mr. Crawford writes to you and others: 9 Q. Okay. Do you recall looking at the attachments
10 "Bob Walker has recently encountered 10 to this e-mail?
11  opposition from the other two Bixby Board Members." 11 A, Ican't say that I remember that.
12 Do you see that? 12 Q. Okay. Do you recall whether you printed them out
13  A. Yes. 13 and sent them as Mr. Crawford requested?
14 Q. Do you recall that there was a conflict among and 14 A. I'would think that I probably did, but I can't
15 between Board Members at Bixby? 15 say that for sure.
16 A. Yes, I remember that. 16 Q. Okay. Do you recall whether whatever you would
17 Q. And you remember that because Mr. Crawford 17 have sent already had the votes, the document already
18 advised you of that? 18 had votes cast, like, preselected for Mr. Casavant and
19 A. Comect. 19 Mr. Bergeron?
20 Q. Okay. Mr. Crawford continues; 20 A: Thatl do not remember.
21 "Bob wants to appoint Kenneth Casavant and 21 Q. Okay, you can put that to one side.
22 James Bergeron." Casavant is C-A-S-A-V-A-N-T, and 22 I'm going to hand you a document that's been
23 James Bergeron, B-E-R-G-E-R-O-N, "to replace Wendall 23 marked as Gentry Exhibit 8. It is an e-mail that was
24  King," and Wendall is W-E-N-D-A-L-L, King, "and Arnold |24 apparently written by Mr, Crawford, dated September 30,
25  Angeloni," A-N-G-E-L-O-N-1. 25 2011, and the Subject line is FW: Bixby Energy Systems.
Page 26 Page 28
1 You see that? 1 [The referred to document was marked for
2 A Yes 2 identification as Exhibit Number 8.]
3 Q. Okay. Then Mr. Crawford continues: 3 Was this an e-mail that Mr, Crawford sent
4 "Mr, Casavant and Mr. Bergeroun between them 4  you? Do you see your name towards the bottom of this
5  have more than $2.5 million invested in Bixby. 5  distribution list?
6  Mr. King and Mr. Angeloni have nothing invested in 6 A Yes
7 Bixby." 7 Q. OKkay. Is this an e-mail that Mr, Crawford sent
8 You see that? 8 you and others on September 30th, 20117
8 A. Yes. 9 A. Yes.
10 Q. He continues: 10 Q. Okay. And I want to focus your attention on the
11 "The current situation has occurred duc to 11 last paragraph, and about three lines down Mr. Crawford
12  the recent death of John Carlson who was a big 12  writes:
13 supporter of Bob Walker.” He continues. 13 "They are totally out of money and still
14 "The board recently passed a resolution to 14 have $400,000 of the $500,000 left to raisc before
15 terminate all borrowing or fund raising activities 15  they close the exteusion of warrants that were still
16  until the completion of a forensic audit that will 16  live when they took over the company."
17  cost at least $500,000. Management believes that this 17 Do you see that?
18  is a big waste of money at a very critical time for 18 A. Yes.
19  the company as they are close to closing on some 19 Q. Okay. Mr. Crawford then continues:
20  significant new financing."” 20 "These include the warrants that 1 had that
21 Do you sce that? 21 actually expired on May 31st, 2011."
22  A. Yes. 22 Do you see that?
23 Q. What was your understanding of what Mr. Crawford 23 A. Yes.
24 meant when he said management? 24 Q. Then it continucs:
(@ 25 A, Well, I guess | figured that was Bob Walker and 25 "The will," I assume that means they will;
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1 was that your understanding? 1 you'll get a break, okay?
2 A. Yes. 2 A. Okay, thank you.
3 Q. "The,"” or they, "will still allow investors to 3 Q. Andwe'll take a break in about 5§ minutes if
4 convert their warrants at half of the $2 share price 4 that's okay with you?
5 which is just S1." 5 A. Sure.
6 Do you see that? 6 Q. So that my colleague can tell me what I'm doing
7 A. Yes. 7 wrong.
8 Q. What was your understanding of what Mr. Crawford 8 I've handed you a document that's been marked as
9 mecaut by that? 9 Gentry Exhibit 9. It's an e-mail. Apparently was
10 A. Well, it sounds like you're being able to buy 10 transmitted on October 8th, 2011.
11 more shares at a discounted price. 11 |The referred to document was marked for
12 Q. Like a half off sale? 12  identification as Exhibit Number 9.]
13 A. Right. 13 Do you see that towards the bottom you're
14 Q. "There scemed to be a lot of interest among many 14  part of the distribution list?
15 of the investors at the meeting so, if you intend to 15 A. Yes.
16 cxercise your warrants you better decide very soon 16 Q. And this was an e-mail that was sent to you and
17 before they closc it off." 17 others by Paul Crawford on October 8th, 2011?
18 Do you see that? 18 A. Yes.
19 A. Yes. 19 Q. And the title is FW: Bixby Energy Systems -
20 Q. So, did you — was this the kind - do you recall 20 China Update. Do you sce that?
21 receiving other e-mails from Mr. Crawford that included 21 A Yes.
22 opportunitics like this to get warrants or options at 22 Q. Now, do you recall that in Gentry Exhibit 8 there
23 heavily discounted rates? 23 had been a reference, Mr. Crawford had said that he will
24 A, Yesh, it scemed to me that happened with some 24 let you know the results of these next two tests in the
25 degree of frequency. 25 next few days?
(ﬂk Page 30 Page 32
1 Q. And do you recall that Mr. Crawford would 1 A Right
2 recommend that you take advantage of offers like this? 2 Q. And now it's from September 30th, 2011, right?
3 A Yes 3 A. Yes.
4 Q. And do you recall whether you took advantage of 4 Q. And now this is an ¢-mail from October 8th, 2011;
5 this discounted offer? 5 you sce that?
6 A. lknow Ididnot. 6 A. Yes.
7 Q. Okay. Then it continues: 7 Q. And Mr. Crawford writes:
8 "With this in mind I will let you know the 8 "I hope all of you read this latest
9  rcsults of these next two tests in the next few days." 9  announcement on the Bixby tests in China."
10 And if you look above, do you see there are 10 Do you see that?
11 refercnces to various tests of the Bixby technology? 11 A Yes.
12 A. Right 12 Q. And were you aware that there was some testing in
13 Q. Okay, why don't we put this to onc side. And 13 China then?
14 then do you see that it attaches an article from the 14 A, Yes.
15 Star Tribune? 15 Q. And what was the basis for your awareness for
16 A. Yes. 16 that?
17 Q. And the article concerns some legal proceedings 17 A. Just communication ['d gotten from Paul.
18 with Bixby; do you see that? 18 Q. Okay. And he writes:
19 A. Yes. 19 "They probably nced just one or two more
20 Q. And do you recall receiving that? 20  dcmonstrations that will prove up the technology and
21  A. Yes. 21 trigger a lot of good firm orders.”
22 Q. You could put that to one side. 22 Do you see that?
123 A. (Witness complying.) 23 A Yes.
§24 Q. By the way, we never talked ahout guidelines or 24 Q. I 'want to— and then he continues:
125 whatever, but whenever you need a break, you tell me and 25 T want to remind any of you who own
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1 warrants that we're still "live” in May that there is 1 going to switch gears here.
2 still time for you to excrcise $2 warrants for $1." 2 Do you recall that Mr. Crawford from time to time
3 Do you see that? 3 would gauge your interest in other investment
4 A. Yes. 4 opportunities above and beyond Bixby?
5 Q. What was your understanding of what Mr, Crawford 5 A. Yes.
6 meant when he said those who own warrants that were 6 Q. And did you recall that you actually invested in
7 still "live" in May? 7 some and you took passes on others?
8 A. They were just extending the opportunity to 8 A. Correct.
9 invest at half price. 9 Q. I'm going to pass you document that's been marked
10 Q. Right. And so, what was your understanding of 10 as Gentry Exhibit 10. Itis a -- do you see that this
11  why Mr. Crawford was alerting you to this opportunity? 11 was an e-mail that was written by Mr. Crawford and sent
12 A, Tt was getting pretty obvious that they were 12 on February 12th, 2008?
13 running out of money. 13 A. Yes.
14 Q. And was Mr. Crawford requesting more investments 14 [The referred to document was marked for
15 from you and others in Bixby? 15  identification as Exhibit Number 10.]
16 A. Ithink so, yes. 16 Q. Do you sce that it was sent to a group of people,
17 Q. Please — and then he completes his e-mail by 17 including you?
18 saying: 18 A. Yes.
19 "Please let me know if you want to now turn 19 Q. And the subject linc - well, there really
20  warrants into shares at Bixby before the special 20 doesn't app'ear to be a subject line; do you see that?
21  warrant holiday ends.” 21 A. Yes.
22 You sce that? 22 Q. But the first, let me read the first sentence.
23 A. Yes. 23 "The following information is principally
24 Q. And, Mr. Gentry, did you ever take advantage of 24  about LocaLoop."
25 the special warrant holiday? 25 Do you see that?
Page 34 Page 36
1 A. No. 1 A Yes.
2 Q. So, it ended and you never took advantage of that 2 Q. Do you recall that one of the investment
3  holiday? 3 opportunities that Mr. Crawford made available to you
4 A. Ididnot. 4 concerned LocaLoop?
5 MR. POLISH: Okay, why don't we take a S A. Yes, ‘
6 five-minute break and let's go off the record. 6 Q. By the way, do you know whether Mr. Crawford —
7 MR. ENGH: Okay. What time do you have, 7 did you ever have an understanding of whether
8  John? We're going to step out the room here. 8 Mr. Crawford was an employce at Bixby, or what capacity
9 MR. POLISH: Well, we won't start without 9 he was introducing these investment opportunities to
10  you. How about it's about 5 after, so why don't we 10 you?
11 stan, you know, 10 after. 11 A. Ithought he was just acting as a broker.
12 MR. ENGH: Got 12:03 on mine. 12 Q. And you were a broker, correct?
13 MR. POLISH: All right, fine. So, we're 13  A. Yes.
14  taking a five-minute break. We're off the record. 14 Q. So, what was the basis for your understanding
15 (RECESS TAKEN FROM 1:04 P.M. TO 1:12 P.M.) 15 that he was acting as a broker?
16 BY MR. POLISH: 16 A. Well, ] didn't think he was an employee of Bixby.
17 Q. Mr. Gentry, do you rccall getting the initial 17 Q. And what about LocaL.oop, did you have an
18 documents that you signed before you invested in Bixby? 18 understanding of whether he was an employee of LocaL.oop?
19 A. Idon't remember. 1%  A. !did not get involved in the LocaLoop, so | had
20 Q. Okay, but you recall that you received documents 20 naoidea what his involvement was there.
21 like a subscription agreement and so forth? 21 Q. What about any of the other companics that he
}22 A. Yes. 22 pitched you on, do you have any reason to believe he was
i23 Q. And who provided you with those documents? 23 an cmployce of any of those other companies?
{24 A. Idon't know. 24 A. ldidn't think he was an employee, but I thought
Q. Okay. I'm going to hand you -- let's -- we're 25 he was an investor in Empathic. That's the only one
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1 that I had any thought about that he might be an 1 connectivity gencration will try and acquire Local.oop.”
2 investorin. 2 Do you sce that?
3 Q. So, the e-mail in front of you, the first 3 A Yes.
4 sentence we bave read. Then it goes on: 4 Q. "LocaLoop software will give wireless carriers
5 "The information about the new emerging 5 the capability to profitably provide high-speed broad
6  wireless world will also bode well for Space Data.” 6 band conncctivity. If we are right then early investors
7 Do you see that? 7 could make a big score very fast."
8 A. Yes. 8 Do you sece that?
9 Q. Do you have an understanding of what Mr. Crawford 9 A. Yes
10 meant when he said Space Data? 10 Q. Was this consistent with the kind of e-mails you
11 A. No. 11 received from Mr. Crawford?
12 Q. Okay. He writes: 12  A. Yes.
13 "Give me a call after you read this and 1 13 Q. And then at the end Mr. Crawford writes:
14  will explain what and why these events will also be 14 "Attached is more information about
15  very big for Space Data." 15  LocaLoop. Let me know if you are interested in
16 Did you ever give Mr. Crawford a call 16  participating in the initial offering.” -
17  immediately after you read this e-mail? 17 Do you sec that?
18 A. No. 18 A. Yes,
19 Q. By the way, it probably is going to be somewhat 19 Q. And did you follow-up with Mr. Crawford about
20 casier if youn let me finish my question just because you 20 this i..ocaLoop opportunity?
21 never know what twists and turns it might take, 21  A. No, 1did not.
22 A, Okay, I'm sorry. 22 Q. Okay. I'm going to hand you a decument that's
23 Q. No, it happens. No big deal. 23  been marked as Gentry Exhibit 11. It is an e-mail dated
24 Let me take you dowan to the last full paragraph, 24 September 7th, 2010.
25 or the second to last paragraph on page 1 that begins 25 [The referred to document was marked for
Page 38 Page 40
1 LocaLoop software; do you see that? 1 identification as Exhibit Number 11.]
2 A, Yes. 2 Do you see that?
3 Q. Mr. Crawford writes: 3 A Yes.
4 "LocnLoop software to manage mobile and 4 Q. And do you sce that your name is one of the
5 fixed WiMAX networks is fully developed and will ramp 5 recipients?
6  up revenues very fast." 6 A, Yes.
7 Do you sce that? 7 Q. Did Mr. Crawford send you and others this e-mail
8 A. Yes. 8 on September 7th, 2010?
9 Q. By the way, was this consistent with other 9 A, Yes.
10 instances when Mr. Crawford would be predicting the 10 Q. The subject is LocaLoop 4G Investment
11 future performance of a company he wanted you to invest 11 Opportunity; do you see that?
12 in? 12 A. Yes.
13 A. I would think so. 13 Q. Okay. And let's look at the second paragraph
14 Q. Do you recall seeing other e-mails where 14 together. Mr. Crawford writes:
15 Mr. Crawford made these kinds of predictions with future 15 “] am also an entrepreneur and a visionary,
16 performance? 16  butl am not a techie."
17  A. Well, we talked about.some of that with the Bixby 17 Do you sec that?
18 stuff, yeah. 18 A. Yes.
19 Q. Do you recall above and beyond Bixby that he 19 Q. Do you have an understanding of what Mr. Crawford
20 would do that with other companies he pitched you on? 20 meant? Well, what's your understanding of what the word
121 A. Well, definitely with Empathic, yes. 21 techic means?
122 Q. Okay, and we're going to get that. 22 A. Well, that he's highly technical.
i23 Mr. Crawford continues: 23 Q. Yeah. So, if you're not a techie, you're not
24 "If that happens then one or more of the 24 highly technical; is that fair to say?
businesses secking to become a leader in the new 25 A, Right
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1 Q. "I founded Cellcom,"” onc word, C-E-L-L-C-O-M, 1 A. No.
2 "the first ccilular phonc system in the Twin Cities in 2 Q. If you look at the -- if you look at the top of
3 1981 that,"” it says, "'starcd operating in 1983 as 3 the e-mail, do you see that there's sort of a
4 MCl/Celtcom.” 4 Jetterhead?
5 Do you see that? 5 A. Yes.
6 A. Yes. 6 Q. And what does that letterhcad read?
7 Q. Isityour understanding that he meant to write 7 A. Crawford Capital Corp.
8 started operating? 8 Q. Right. And then if you look on page 2, do you
9 A. Yes 9 see that there's sort of a signature line?
10 Q. Okay. - 10 A. Yes.
11 "Later it changed its name to Cellular One 11 Q. And it says Paul Crawford, and underneath it what
12 of Minnesota and was sold to McCaw," M, lower case C, 12 does it say?
13 capital C, A-W, "Communications in 1986 for a very 13 A, President and CEO.
14  npice profit." 14 Q. And so, does that give you an idea of who the
15 Do you see that? 15 principal behind Crawford Capital is?
16 A. Yes. 16 A. Yes.
17 Q. He then writes: 17 Q. Whois that?
18 "It was subsequently sold by McCaw and today 18 A. Paul Crawford.
19  itis AT&T Wireless." 19 Q. Yeah. And if you look at the e-mail address that
20 You see that’s what he wrote? 20 Mr. Crawford was sending this e-mail from, can you read
21 A. Yes. 21 what thatis?
22 Q. He then writes: 22 A, PCat, ] guess that would be CrawfordCapital.com.
23 "This is a very successful investment and I 23 Q. So, is it your understanding Crawcap stands for
24  thought it would be one of the biggest opportunities I 24 Crawford Capital?
25  would ever see.” 25 A. Yes.
Page 42 Page 44
1 You see that? 1 Q. So, he writes:
2 A. Yes. 2 "Crawford Capital has created a new
3 Q. Then he writes: 3 investment that we call a Success Note that will allow
4 "It turned out I was wrong because the 4 invesfors to step into onc of the hottest events in
5  opportunity we have today is much bigger than that 5  communications since the evolution of mobile
6  was." 6  communications."
7 You see that? 7 Do you see that?
8 A. Yes. 8 A. Yes.
9 Q. What was your understanding of what opportunity 9 Q. And do you -- were you aware that Crawford
10 we have today Mr. Crawford was referring to? 10 Capital was creating investment vehicles?
11 A. To buy into this LocaLoop or whatever this, yeah, 11 A. No.
12 LocaLoop, to buy into Local.oop. 12 Q. Did you ever call Mr. Crawford and ask for more
13 Q. Right. That was your understanding of what he 13 information what about this Success Note was?
14 meant by the opportunity we have today? 14 A. No.
15 A. Yes. 15 Q. "This cvolutionary event is already under way and
16 Q. Okay. And, again, do you recall other ¢-mails 16 you can participate in it."
17 where Mr. Crawford uses this kind of hyperbole to 17 - Do you sce that's what it goes on to read?
28 describe an investment opportunity? 18 A, Yes.
19 A. 1 would think, yes. 19 Q. "This can best be described as the merger of
:20 Q. Towards the bottom of the page Mr. Crawford 20 mobile, 4G, high-speed, WiMAX communications and the
;21 writes: 21 Internet."
122 "Crawford Capital has created a new 22 Do you see that?
i23 investment that we call a Success Note." 23 A, Yes.
124 Now, let me stop right there. Do you have 24 Q. Itsays:
an understanding of what Crawford Capital is? 25 "Be sure to read the attached information
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1 and then contact us to provide you with Private 1 A Yes.
2 Placement Memorandum and additional information." 2 Q. Hewrites:
3 Do you see that? 3 "You can buy shares in the current round at
4 A. Yes. 4 a$1 per share plus you receive a five-year warrant to
5 Q. What was your understanding of what Mr. Crawford 5  receive an additional share for $1 for each dollar you
6 meant when ke said you can contact us to get a Private 6  invest which really doubles your upside."
7 Placement Memorandum? 7 Do you sec that?
8 A. Ifigured it was if I wanted to invest, all I had 8 A. Yes.
9 to do was call Paul, 9 Q. Can you can explain to me what your understanding
10 Q. That sounds like a motto, call Paul. 10 was of what Mr. Crawford was saying here?
11 Okay, we're done with Exhibit 11, 11 A. Yeah, for every buck you put in now, if it goes
12 Now, actually, do you see that there was an 12 up, you can exercise your warrant and buy more shares
13 attachment to the e-mail that is marked as Exhibit 11? 13 for a buck share.
14 Itsays Attachments, and it says LocaLoop Inc Investment 14 Q. And, again, you declined this particular offer;
15 Summary? 15 is that right?
16 A. Yes. 16 A. Yes, yes, yes.
17 Q. And it goes on, 17 Q. Okay. Okay, let's move on to - .
18 Do you recall that the information you got about 18 MR. POLISH: And, by the way, Paul, if you
19 the companies Mr. Crawford was pitching would be 19  want, you can -- | can tell you when I'm changing
20 provided by Mr. Crawford often as attachments to these 20  topics and you can reserve your cross-examination, or
21 e-mails? 21 youcanchimein, You know, whatever.
22 A, Yes. 22 MR. ENGH: No, Il just reserve for the
23 Q. Okay, thank you. 23 end. How's that?
24 I'm going to hand you a document that's been 24 MR. POLISH: Ckay, that's a good deal.
25 marked as Gentry Exhibit 12. Do you see that this was 25 BY MR.POLISH:
Page 46 Page 48
1 an e-mail that was drafted on August — no. Do you see 1 Q. Do you rccall that another company that
2 that this was an e-mail with a date of August 24th, 2 Mr. Crawford e-mailed you about was called Space Data?
3 2011? 3 A Yes.
4 A. Yes. 4 Q. I want to hand you a document that's been
5 Q. Do you sec that your name appears on the S5 marked -- and I apologize, I inadvertently highlighted a
6 distribution list towards the bottom? 6 part of this, but just for the record, the original is
7 A. Yes. 7 not highlighted, but if you look at Gentry Exhibit 13,
8 Q. Do you recall that this was an e-mail 8 do you see that's an c-mail that was sent by
9 Mr. Crawford sent you on August 24, 2011? 9 Mr. Crawford to you and others on October 13, 2006?
10 A. Yes. 10 A. Yes. ’
11 Q. Okay. And the Subject line says: FW: Recent 11 [The referred to document was marked for
12 News about; do you see that? 12 identification as Exhibit Number 13.]
13 A, Yes. 13 Q. And the title is Investor lunch meeting?
14 {The referred to document was marked for 14 A, Yes.
15  identification as Exhibit Number 12.] 15 Q. Do you recall that Mr. Crawford offered free
16 Q. And focusing on the last, the very last 16 lunch seminars when he was offering investment
17 paragraph of this e-mail, do you see it reads: 17 opportunitics from time to time?
18 "LocaLoop will be a hot publicly traded 18 A. Yes.
19  stock or will be acquired somctime within the next 18 19 Q. Did you ever go to these free lunch seminars?
20  to 24 months." 20 A. No.
21 Do you sce that? 21 Q. He, Mr. Crawford, writes:
22 A. Yes. 22 "I am hosting a box lunch meeting for Space
23 Q. Again, do you rccall that this was consistent 23 Data investors at my office on Tuesday, October 24th
i24  with other predictions Mr. Crawford made when he was 24 atnoon in my office.”
‘25 trying to sell you on an investment? 25 Do you see that?
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1 A Yes. 1 Do you see that?
2 Q. Were you a Space Data investor at this time? 2 A, Yes.
3 A. No. 3 Q. Okay. Can you turn to the second page, and let's
4 Q. Did you ever become a Space Data investor? 4 look at the bottom where and the third paragraph from
5 A. No. 5 the bottom begins lastly; do you see that?
6 Q. Okay. So, if you look at the second paragraph, 6 A. Yes.
7 itreads: 7 Q. And Mr. Crawford writes:
8 "This meeting is principally for existing 8 "Lastly, we discussed possibly liquidating
9  shareholders but let us know if you know of somecone 9  events."
10  who would like to consider becoming an investor." 10 You see he wrote that?
11 Do you see that? 11  A. Yes.
12 A. Yes. 12 Q. "First of all representatives of NAZDAQ have met
13 Q. Okay. So, did you have an understanding of 13  with the company and have expressed their interest in
14 whether perspective investors could attend these lunch 14 taking the company public."
15 seminars? 15 You sec that?
16 A. Well, that's kind of what he's asking. 16 A. Yes.
17 Q. And you, in fact, were invited to this lunch 17 Q. Again, could you share with us what's the
18 seminar, right? 18 significance to you of representatives of NAZDAQ
19 A, Correct. 19 expressing interest of taking a company public?
20 Q. But you were not a Space Data stockholder as of 20 A, Idon't think NAZDAQ takes companies public.
21 yet, right? 21 Q. Okay. So, I guess you wouldn't consider that
22  A. No. ‘ 22 particularly significant at all?
23 MR. STOCKWELL: You want a clean copy of 23 A. (Witness shaking head left and right.)
24 that one? 24 Q. Isthatano?
25 MR, POLISH: What's that? 25 A. Yes.
Page 50 Page 52
1 MR, STOCKWELL: You want a clean copy of 1 Q. He then continues:;
2 that? 2 "1 agrece with the Knoblachs," or I don't
3 MR, POLISH: That's a fine idea. 3 know, do you know how that's pronounced? It's spelled
4 For the record, I'm going mark a clean copy 4  K-N-O-B-L-A-C-H-§, "who believe it is too early to
5  of the e-mail that we just discussed as Gentry Exhibit 5  consider going public."
6 13. Thanks. 6 Do you sce he writes that?
7 BY MR. POLISH: 7 A. Yes.
8 Q. All right, Mr. Gentry, I'm going to hand you what 8 Q. He writes:
9 will be marked -- you might sensc a2 rhyme and a reason 9 "However, a major sale of some of their
10 to this — I'm going to hand you what's being marked as 10  spectrum and/or a sale of the military business
11 Gentry Exhibit 14, and it's an e-mail. Do you see that 11  opportunity could be big enough to allow for the
12 this was an e-mail sent to you and others by 12  payout of very sizable dividends that as I explained
13 Mr. Crawford on October 31st, 20067 13 carlicr would be passed through without first be
14 A. Yes. 14 tasked to the company because of its S Corp. status."
15 [The referred to document was marked for 15 Do you sce that?
16 identification as Exhibit Number 14.} 16 A. Yes.
17 Q. And the Subject is Update; do you see that? 17 Q. Okay. And then he writes:
18 A, Yes. 18 "Let me know if you or someone you know
19 Q. Okay. And below that is an e-mail that 19  would be interested in getting more information ahout
20 Mr. Crawford had sent to - that Mr. Crawford had 20  theloan deal."
21 authored and it talks about Space Data; do you sce that? 21 Do you sec that?
22 A, Yes. 22 A. Yes.
23 Q. Anditreads: 23 Q. And do you see up above there's a reference to a
24 "I wish all of you could have attended the 24 threc-year loan deal that was being offered?
October 24th Space Data lunch meeting.” 25 A. Yes.

25
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1 Q. And theloan yield is 11.375% -- 1 Do you see that?
2 A. Yes. 2 A Yes.
3 Q. -- payable monthly. 3 Q. "Some of the shareholders I have spoken to have
4 He writes: 4 told me that they can borrow money at less than prime.
5 I am very excited about what is going on 5 If you can borrow $250,000 at say 7.25% (1% below the
6  with data space (SIC), and I think the next year or 6 current prime rate) and then loan it to Space Data
7 two will validate our high expectations. 7 through the L.L.C,, you will be paid 11.375%."
8 You see that? 8 Do you sce that?
9 A. Yes. 9 A, Yes.
10 Q. And then it says, "Regards, Paul Crawford.” And 10 Q. "It would cost you S1510 per month and you would
11 then do you see it says underneath Crawford Capital? 11 receive $2370 per month in interest payments,” without
12  A. Yes. 12 - strike that, "leaving you with $860 in your pocket."
13 Q. And after reading this did you follow-up on 13 You see that?
14 whether Space Data would be an appropriate investment 14 A. Yes.
15 for you? 15 Q. "Plus you would be issued 3,158, S-year, $9.50
16 A. It was not an appropriate investment for me. 16 Space Data warrants."
17 Q. Okay. I'm going to hand you a document that's 17 Do you see that?
18 been marked as Gentry Exhibit 15, It's an e-mail. Do 18 A. Yes.
19 you see that it was scnt to you and others? 19 Q. Do you recall being offered other deals,
20 A, Yes. 20 investment opportunitics like that by Mr. Crawford?
21 Q. Do you see it was sent by Mr. Crawford to you and 21 A. I--1can'tsay that 1 recall having any others.
22 others on November 24th, 2006? 22 Q. Was this something that appealed to you?
23 A. Yes. 23 A. No.
24 [The referred to document was marked for 24 Q. Did you ever -- s0, you never took Mr. Crawford
25  identification as Exhibit Number 15.] 25 up on this opportunity?
Page 54 Page 56
1 Q. Okay. And it reads: 1 A. No.
2 "The Knoblachs." 2 Q. Do you recall having any conversations with
3 Do you have an understanding of who the 3 Mr. Crawford about this opportunity?
4  Knoblachs were? 4 A, No.
5 A. No. 5 MR. STOCKWELL: If you can go back to that
6 Q. "The Knoblachs believe that the balance of the 6  exhibit for a second. Looking at the last paragraph,
7 money raised through the SKY 50 L.L.C. will provide 7  Mr. Crawford states that he has attached a
8 sufficient additional working capital for Space Data to 8  Subscription Agreement and Letter of Investment Intent
9 complete its mission and for the company to sustain 9  and a SKY 50 LLC Agreement.
10 profitable operations by late 2007." 10 THE WITNESS: Okay.
11 Do you see that? 11 MR. STOCKWELL: Was that consistent with the
12 A, Yes. 12  investments that you did do with Mr. Crawford that he
13 Q. Okay. And then if you look at the fourth 13 would provide you the Subscription Agreement and other
14 paragraph down, Mr, Crawford writes: 14  information to help you invest?
15 "1t appears that the U.S. Air Force is 15 THE WITNESS: | would think, yes.
16  moving at a faster pace in terms of committing 16 MR, STOCKWELL: That would have been the
17  portions of the $49 million contract to specific 17  case with Bixby?
18  projects in Iraq and Afghanistan, This is good for 18 THE WITNESS: You know, 1 can't say for
19  Space Data." 19  sure, but I would think that's the way it came down.
20 Do you see that? 20 MR. STOCKWELL: Thank you.
21 A. Yes. 21 BY MR. POLISH:
22 Q. Okay. Then he writes: 22 Q. Do you recall a company called Disc Motion?
23 "If you want to consider this special SKY 50 23 A. Yes.
24 denl the key for any of you is what interest rate you 24 Q. Was that one that you ultimately invested in?
will be charged by your lender." 25 A. Yes.

|25
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1 Q. Was Mr. Crawford the person who introduced you to 1 Q. Now, you did not attend this lunch meeting,
2 that investment opportunity? 2 right?
3 A Yes 3 A. No.
4 Q. Do you recall how he first intreduced you to that 4 Q. Do you recall having a conversation with
5 opportunity? 5 Mr. Crawford abeut this opportunity?
6 A. No. 6 A. Not specifically, no. 1don't remember.
7 Q. Let me hand you a document that’s been marked 7 Q. Okay. Let me hand you a document that's been
8 Gentry Exhibit 16. 8 marked as Gentry Exhibit 17. Itis — do you see that
9 |The referred to document was marked for 9 it's an c-mail, dated October 9th, 2007?
10  identification as Exhibit Number 16.| 10 A, Yes.
11 Do you see that you were one of the 11 Q. And do you sce that it is from Mr. Crawford to
12 recipients of this e-mail? 12 you?
13 A. Yes. 13  A. Yes.
14 Q. Is this an e-mail that Mr. Crawford sent you and 14 [The referred to document was marked for
15 others on March 11th, 2007? 15 identification as Exhibit Number 17.}
16 A. Yes. 16 Q. And the Subject linc is CONFIDENTIAL Message from
17 Q. And what is the Subject line? 17 Paul Macafee, M-A-C-A-F-E-E; do you sec that?
18 A. Disc Motion. 18 A. Yes.
19 Q. And he writes: 19 Q. Do you have an understanding of who Mr. Macafee
20 "I am hosting a box lunch meeting at my 20 is?
21  office at noon on Tuesday, March 13th for a very 21 A. No.
22 exciting opportunity in a revolutionary new device to 22 Q. Okay. And this is an c-mail just to you, right?
23 replace spinal discs.” 23 A. Correct.
24 Do you see that? 24 Q. And Mr. Crawford writes:
25 A. Yes. 25 "Staley, Are you interested in getting more
Page 58 Page 60
1 Q. Mr. Gentry, does this refresh your recollection 1  information on Disc Motion? John Kuhrmeyer and Bill
2 of how it was that Mr. Crawford introduced you to this 2 Degnan are both intcrested in it.”
3 investment opportunity? 3 Can you remind us of who John Kubrmeyer and
4 A. 1guess it was through this c-mail. 4 Bill Degnan are?
5 Q. Can you think of any other ways he wonld have 5 A. They were two Equitable associates of mine.
6 doneso? 6 Q. And by Equitable you mean the company?
7 A. No. 7 A, Correct.
8 Q. Okay. 8 Q. Okay. And you write - and Mr. Crawford writes:
9 "The name of the company is Disc Motion 9 ""Below is some recent info concerning Disc
10  Technologies. They are the first company to have 10 Motion."
11  literally created an artificial joint for the spine.” 11 Do you see that?
12 He writes, "It is fully tested and will be ready for 12 A. Yes.
13 sale in one year." 13 Q. Then he writes:
14 Do you see that? 14 *'Please keep the following information
15 A. Yes. 15  confidential”
16 Q. What's your recollcction of why you chose to 16 Do you sce that?
17 investin this company? 17. A. Yes.
18 A. Well, it sounded like it was something that would 18 Q. Do you have any understanding of why you were
19 take right off. 19 supposed to keep that information, this information
20 Q. Do you sce at the end of this paragraph 20 confidential?
21  Mr. Crawford writes: 21 A. Notreally.
22 "This product could be a blockbuster in a 22 Q. The last sentence says:
23 veryshort period of time." 23 "You are going to enjoy being a part of this
124 Do you see that? 24 and it is going to he big."
25 A. Yes. 25 Do you sce that?
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1 A Yes. 1 A. Yes.
2 Q. And then it's signed, Paul. 2 Q. And then he continues:
3 Do you recall whether it was after this e-mail 3 "1 remind investors that the overall risk is
4 that you invested in Disc Motion? 4  in high risk, early stage investment is somewhat
5 A. Yes, it was after this e-mail. 5  mitigated by having more than one."
6 Q. Letme hand you — you can put that to one side, 6 Do you sce that?
7 and I'm going to hand you a document that's going to be 7 A. Yes.
8 marked Gentry Exhibit 18, 8 Q. And then Mr. Crawford writes:
9 [The referred to document was marked for 9 "The ultimate success of one of these type
10 identification as Exhibit Number 18.} 10 imvestments should be big enough to cover the cost of
11 And for the record, do you see this is an 11  scveral of these type of investments."
12  e-mail, dated October 24th, 20077 12 Do you see that?
13 A. Yes. 13  A. Yes.
14 Q. And this is from Mr. Crawford just to you; do you 14 Q. What was your understanding of what Mr. Crawford
15 seethat? 15 meant by this?
16 A. Yes. 16 A. Spread yourrisk.
17 Q. And what's the Subject line? 17 Q. And by doing so do you have an understanding of
18 A. Disc Motion Update. 18 what the result would be if you invested in several
19 Q. Right. And then do you see there's an attachment 19 high-risk early stage investments?
20 to the e-mail? ’ 20 A. Well, hopefully one of them would pan out.
21 A. Yes. 21 Q. And did this investment pan out?
22 Q. There's a reference to an attachment? 22 A, No.
23 A. Yes. 23 Q. Did any of your investments with Mr. Crawford pan
24 Q. And we don't have the attachment, but it reads 24 out?
25 Disc Motion Patent Landscape Report Final; do you see 25 A. Notyet.
Page 62 Page 64
1 that? 1 Q. Let me — you could put that to one side, I'm
2 A Yes 2 going to hand you a document that is being marked as
3 Q. Do you have an understanding of what this 3 Gentry Exhibit 19.
4 document concerned, what the Disc Motion patent was? 4 |The referred to document was marked for
5 A. I would think it was the patent of the use of the 5  identification as Exhibit Number 19.]
6 device they were going to implant. 6 For the record, this is an e-mail that's
7 Q. And the c-mail reads, Mr. Crawford writes: 7 dated November 28th, 2007. Do you sce this was an
8 "Staley, following and attached is more 8  e-mail sent by Mr. Crawford to you on that date?
9  information about Disc Motion. John received 9 A. Yes.
10  authorization from compliance for his investment in 10 Q. And the Subject line is Disc Motion?
11 Disc Motion.” 11 A. Yes.
12 Do you have an understanding of who John 12 Q. Anditsays:
13 was? 13 "Staley, did you decide to invest in Disc
14 A. Yes. 14  Motion? Regards, Paul Crawford."
15 Q. Who was that? 15 Do you sec that?
16 A. John Kuhrmeyer. . 16 A. Yes.
17 Q. And do you have an understanding of what 17 Q. And did you? Well, let me —- and did you respond
18 Mr. Crawford meant when he wrote compliance for his 18 to him in some form, cither in writing, or verbally?
19 investment in Disc Motion? 19 A. Must have responded to him verbally.
20 A. Yes, being brokers with Equitable we had to get 20 Q. So, you gave him a call?
21 compliance approval for any outside investments. 21 A. ]think so.
22 Q. And then the second paragraph says: 22 Q. I'm going to hand you what's been marked as
23 "Please let me know if you plan to proceed 23 Gentry Exhibit 20, and it is the following day, November
24 with your own investment in Disc Motion." 24 29th, 2007, right?
25 Do you sce that? 25 A. Yes.
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1 Q. And it's Paul Crawford c-mails you on that date, 1 Q. You sce that?
2 right? 2 And it reads:
3 A Yes. 3 "Following." And this was after you had
4 Q. And the Subject line is Disc Motion Info? 4 invested in Disc Motion, correct?
5 A. Yes. S A. Yes.
6 {The referred to document was marked for 6 Q. Okay. And Mr. Crawford writes:
7  identification as Exhibit Number 20.] 7 ""Following are a number of ¢-mails between
8 Q. And he writes: 8  me, Jud Carlson,”" and — strike that.
9 "Staley, your check (personal is ok) should 9 "Following are a number of e-mails between
10  be payable to Disc Motion Technologies, Inc.” 10  me, Jud Carison, a number of renowned European spine
11 Do you see that? 11 doctors and distributors."”
12 A, Yes. 12 Do you see that?
13 Q. "Send it along with your forms to Disc Metion," 13 A. Yes.
14 and then it goes on. 14 Q. Mr. Crawford writes:
15 Do you recall what was your understanding of what 15 "Disc Motion will ramp up very fast from
16 Mr. Crawford meant by your forms? 16  here."
17 A, The stuff that was the attachment to that 17 Do you sce that?
18 previous e-mail. 18 A. Yes.
19 Q. AndlI don't sce any attachment to the previous 19 Q. What was your reaction when you read that Disc
20 e-mail, Exhibit 19, but it is your recollection that 20 Motion will ramp up very fast from here? Did you view
21 Mr. Crawford had sent you an e-mail with attachments 21 that as a positive sign?
22 that were the forms that he's referencing in Exhibit 20? 22 A, Forsure.
23 A Yes. 23 Q. Mr. Crawford then goes on:
24 Q. Okay. And he says in Exhibit 20: 24 "The patient who had the first DMT implant
25 "] believe you have made a wise decision to 25  about three" weeks ago —~
Page 66 Page 68
1 beinvolved with Disc Motion.” 1 A, Threc months ago.
2 Do you sce that? 2 Q. Sorry, "three months ago continues to bave no
3 A Yes. 3 problems and she and her doctors are truly amazed that
4 Q. Aund he writes: 4 sheis doing so well and shows no recurrence of her
5 "1 will be sending out an update on what is S debilitating back pain."
6  going on with Bixby." 6 Do you sce that?
7 You sce that? 7 A. Yes.
8 A. Yes. 8 Q. Do you have an understanding of what DMT implant
9 Q. And ultimately apparently you did return your 9 means?
10 forms, and you did make an investment in Disc Motion? 10 A. | figured that was that device that they were
11 A. Yes. 11 pulling in, so.
12 Q. And that was an opportunity that had been 12 Q. Thatwas made by Disc Motion Technologies?
13 presented to you by Mr. Crawford? 13  A. Yes.
14 A, Yes. 14 Q. Then it continues, Mr, Crawford continues:
15 Q. Let me hand you a document. This is being marked 15 "You will note that | have invited Jud to
16 as Gentry Exhibit 21. And for the record, Exhibit 21 is 16  preside at a meeting at my office to fully update
17 an c-mail, dated August 19th, 2008. 17 you,"
18 |'The referred to document was marked for i8 Do you see that?
18  identification as Exhibit Number 21.| 19 A Yes.
20 Do you see that it was sent by Mr. Crawford 20 Q. "l have also asked him to please save some of the
21 to you and others on that date? 21  next offering for my people.”
22 A. Yes. 22 Do you sce that?
23 Q. And the Subject line is Disc Motion Technologics 23 A. Yes.
24 Mecting? 24 Q. Doyou have an understanding what Mr, Crawford
25 A, Yes. 25  meant by my people?
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1 A. 1 would think his personal investors. 1 A. Disc Motion Update - More Bullish Than Ever.
2 Q. Did you view yourself as one of Mr. Crawford's 2 Q. What's your understanding of what more bullish
3 people? 3 ncans?
4 A. Iguessso. 4  A. Got to be good news.
5 Q. Okay. S Q. Is that sort of a term of art in the line of work
6 "It is priced at just $1.50 per share.” 6 youwercin?
7 Do you see that? 7 A. Yes.
8 A, Yes. 8 Q. And if you're bullish, what does that mean in the
9 Q. Was it your understanding that that was a premium 9 line of work of a broker dealer?
10 or a discounted price for, you know, special investors? 10 A. Well, you would think that it mcans increase in
11 What was your understanding of the significance of $1.50 11 stock prices.
12 pershare? 12 Q. Mr. Crawford writes:
13  A. Idon't think | looked at it as a discounted 13 "*Following is an e-mail I received from Rick
14 price. 14  Brimacomb." It's B-R-1-M-A-C-O-M, like Mary, B, "who
15 Q. Okay. Then Mr. Crawford writes: 15  has collaborated with me in the fund raising for Disc
16 "I have never had a medical device make so 16  Motion."
17  much progress in so little time and to be tracking so 17 What was your understanding of what
18 well"” 18  Mr. Crawford meant when he said that Rick Brimacomb
19 Do you see that? 19  had collaborated with him in the fund raising for Disc
20 A, Yes. ' 20 Motion?
21 Q. Did you view that statement as a positive sign? 21 A. ]have no idea.
22 A. Sure. 22 Q. Was it your understanding that fund raising has
23 Q. Did that make you [cel enthusiastic about your 23 something to do with investment dollars?
24 investment? 24 A. Yes.
25 A. Sure. 25 Q. "Most of you who invested in the earliest round
Page 70 Page 72
1 Q. And, ultimately, again, where were you in August 1 of funding for Disc Motion paid $1 per share swapped
2 of 2008 - 2 those shares along with an added half as much as your
3 A lwas-—- 3 original investment combined into a convertible
4 Q. -- geographically? 4 dchenture with a conversion option of no more than $1.50
5 A. I wasback in North Carolina. 5 per share.”
6 Q. North Carolina. So, you did not attend this 6 Do you sce that?
7 meeting? 7 A. Yes.
8 A. No. 8 Q. Do you have any understanding of what that meant?
9 Q. Okay. We are almost done with this topic. 9 A. Not really.
10 Should we labor on for another few minutes, or do you 10 Q. Allright. So, today do you understand what that
11 nced a break? 11 means?
12  A. I'mfine. 12 A. No.
13 Q. Okay, I admire your endurance. 13 Q. Okay. Do you understand whether you were in the
14 I'm going to hand you a document that's been 14 earliest round of funding?
15 marked as Gentry Exhibit 22, 15 A. ]thought ] was.
16 |The referred to document was marked for 16 Q. Okay. So, do you recall engaging in this swap or
17 identification as Exhibit Number 22.] 17 conversion or whatever it was that was being described?
18 Do you sce this is an c-mail that was 18 A. No, I don't remember that.
19  written by Mr. Crawford and transmitted apparently on 19 Q. Okay. Then Mr. Crawford continues:
20 June 27th, 20107 20 "They are raising," and do you have an
21  A. Yes. 21 understanding of what Mr. Crawford meant by they?
22 Q. Do you sce that among those it was sent to was 22 A. | would think that would be Disc Motion.
23 you? 23 Q. "They are raising another $5 million plus at just
24 A. Yes. 24 30.50 per share.”
25 Q. And what's the Subject line? 25 Do you sce that?
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1 A. Yes. 1 suchinvestments?
2 Q. "What that means is that your conversion option 2 A Yes.
3 now is at $0.50 per share too." 3 Q. Okay, one last exhibit that I'd Jike to mark and
4 Do you see that? 4 show you concerning disc management. I'm going to mark
5 A Yes. 5 it as Gentry Exhibit 23, and it is an e-mail dated the
6 Q. "They had to lower the price because even though 6 4th of July 2010. July 4th, 2010.
7 the technology is strong the market for private 7 [The referred to document was marked for
8 placements was dead."” 8 identification as Exhibit Number 23.)
9 Do you sce that? 9 And do you see that Paul Crawford is sending
10 A. Yes. 10 this to you and others on July 4th, 2010?
11 Q. "Not only have they continued to have amazing 11 A Yes.
12 results from 100% of the 65 patients they have treated 12 Q. And the subject, what is the Subject line?
13 so far but they also have substantially improved the 13 A. New Offering.
14 device and the tools the doctors use to insert the 14 Q. New Offering.
15 devices and have substaatially reduced the manufacturing 15 And Mr. Crawford writes:
16 costs." 16 "Attached is a copy of the letter that
17 Do you see that? 17  investors received from Disc Motion on June 22nd,
18 A. Yes. 18 2010."
19 Q. What was your feeling when you read this? 19 Do you sce that?
20  A. Sounds pretty good. 20 A. Yes.
21 Q. Were you enthusiastic about your investment in 212 Q. Do you see then a few sentences down Mr. Crawford
22 Disec Motion — 22 writes:
23  A. Yes. 23 "They already have a really great product
24 Q. -- after reading this? 24  and expect to be able to improve the tools and
25 A, Yes. 25  procedures for the docs which will result in good
Page 74 Page 76
1 Q. "Read through Rick's letter and click on the link 1 outcomes and much shorter procedures."
2 and the video to learn more about what is going on." 2 Do you see that?
3 Do you see that? 3 A Yes.
4 A. Yes. 4 Q. Then at the ecnd Mr. Crawford writes:
5 Q. Mr. Crawford then writes: 5 "Despite all the success they have shown so
6 "I definitely recommend that all investors 6  far they bave priced this round at half the price of
7 invest in this very cheap $0.50 round."” 7 the first round."
8 Do you see that? 8 Do you see that?
9 A. Yes. 9 A. Yes.
10 Q. Did you take Mr. Crawford up on his 10 Q. "This is a steal at $0.50 per share.”
11 recommendation that all investors invest in this very 11 Do you see that?
12 cheap $0.50 round? 12 A. Yes,
13 A. No, 1did not. 13 Q. Okay. So, did you find this opportunity being
14 Q. "Please call me if you have any questions." 14 presented by Mr. Crawford appealing?
15 Did you call Mr. Crawford? 15 A. No.
16 A. No. 16 Q. Did you take advantage of the steal of a deal?
17 Q. I'll note that there's an attachment to the 17 A. No, I did not.
18 e-mail. There's about -- it's some sort of update about 18 Q. Okay, you can put that to one side.
19 Disc Motion Technologies. Did you review that? 19 MR. POLISH: Why don't we take -- it's been
20 A. Yes. 20  about 45 minutes -- why don't we -- how about, Paul,
21 Q. As ageneral matter, was it a practice to review 21  and, Paul, we come back at 5 after the hour?
22 the materials that Mr. Crawford sent you about companies 22 MR. ENGH: Okay.
23 that you invested in? 23 (RECESS TAKEN FROM 1:57 P.M. TO 2:05 P.M.)
24 A, Yes. 24 MR. POLISH: We can go on the record
Q. Was that your major source of information about 25 whenever you want. Let's go back on the record.
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1 BY MR.POLISH: 1 Q. He continues:
2 Q. Mr. Gentry, you referenced a company called 2 "You invested $50,050 in the very first
3 Empathic? 3 round and acquired 175 shares at a price of $286 per
4 A Yes. 4  share"
5 Q. Do you recall that? 5 That's what he writes?
6 A. Yes. 6 A, Yes.
7 Q. Was that a company -- how did you get introduced 7 Q. Is that consistent with your recollection of what
8 to this company? 8 you invested in the first round?
9 A. Through Paul. 9 A, Yes.
10 Q. And did you come to invest in it? 10 Q. He continues:
11 A. Yes. 11 "You invested $112,500 in the 2nd round
12 Q. I'd like to mark and hand you a document that has 12 which is called the Secured Convertible loan from
13  been marked as, actually, I'm going to mark it as Gentry 13  which you are accruing Interest and the loan comes duc
14 Exbibit 24. ) 14  on March 31st, 2012."
15 |The referred to document was marked for 15 Do you see that?
16  identification as Exhibit Number 24.] 16 A. Yes.
17 And do you see this is an e-mail from 17 Q. Was that consistent with the amount that you
18  Mr. Crawford directly solely to you, apparently dated 18 invested in the second go round?
19  Octeber 11th, 2011? 19 A. Yes. )
20 A. Yes. 20 Q. And is that also consistent with the form in
21 Q. And the Subject line is Empathic? 21 which your investment took?
22  A. Yes. , 22 A, Yes.
23 Q. Do you have a recollection of what Empathic — 23 Q. Whatis your understanding of a Secured
24 what -- what kind of company it was, what its product 24 Convertible loan?
25 was? 25 A. Thatit's guaranteed, and that I have the option
Page 78 Page 80
1 A. Yes, software company, and they do software for 1 to convert it at some point in the future and it's
2 mental health professionals. 2 paying me interest.
3 Q. Interesting. 3 Q. Now, and you could convert it from debt into
4 And how did you - do you rccall how Mr. Crawford 4 equity?
5 introduced you to the company? Was it through an 5 A. Yes.
6 c-mail? 6 Q. Mr, Crawford continued:
7  A. I think it was through an e-mail. 7 "If you convert that loan at maturity you
8 Q. And do you recall whether he sent you the 8 would be paid the interest and would convert into
9 documents that were necessary for you to sign before you 9 298.2 shares at $595.24 per share,”
10 could invest in the company? 0 Do you see that?
11 A, I'msure he did. 11 A Yes.
12 Q. And you did that? 12 Q. And was that coasistent with your understanding
13  A. Yes. 13 of what the convertible component was for the 2nd round?
14 Q. And this e-mail concerns your investment in 14 A. Asfaras]remember, yeah.
15 Empathic? 15 Q. "If you convert that loan at maturity you would
16 A. Yes. 16 be paid,” — oh, I already recad that.
17 Q. Mr. Crawford writes: 17 "However, you can decide now to literally swap
18 "Staley, You have invested in three 18 that deal and have all $112,500 converted into 393.35
18  different Empathic Clinical Suites rounds."” 19 shares.”
20 Do you scc that? 4 20 Do you sce that?
21 A, Yes. 21 A, Yes.
22 Q. What's your understanding of what Mr. Crawford 22 Q. Hewrites:
23  meant by that? 23 "You also invested $100,000 in the 3rd round
24 A. It's three different times that they've gone out 24  Bridge Loan deal, which under its terms could be
25 1o the market to raise money. 25  converted into shares at $450 per share or a total of

Min-U-Script@®

BEHMIKE REPORTING AND VIDEO SERVICES, INC.

(20) Pages 77 - 80

(415) 597-5600



CASE 0:11-cv-03656-JNE-JJK Document 166-2 Filed 09/17/15 Page 25 of 66

U.S. Securitics and Exchange Commission v.

Staley M. Gentry

Gary A. Collyard, et al. March 30, 2015
T Page 81 T Page 83
1 233.33 shares." 1 Q. "Empathic is getting close to where we want them
2 Do you see that? 2 tobe
3 A Yes 3 That's what he wrote, right?
4 Q. So, you had you engaged in a 3rd round of 4 A. Correct.
5 investments in Empathic, right? 5 Q. "Please call me when you have a chance.”
6 A. Correct. 6 So, did you view — what was your reaction to
7 Q. And does this comport with your recollection that 7 this?
8 you inversed $112,500 the third time around? 8 A. I honestly don't remember.
9 A. Yes, the second time around, and then 100 grand 9 Q. Did you end up taking advantage of this Round 4
10 the third time around. 10 opportunity?
11 Q. Oh, $100,000 the third time around? 11 A. Ido not remember.
12 A Yes. 12 Q. Okay. So, you don't know whether or not you were
13 Q. Andit's a Bridge Loan? 13 in this bonus of 10% warrants?
14 A, Yes. 14 A, No.
15 Q. What's your understanding of a Bridge Loan? Is 15 Q. And you don't know if you were able to get the
16 that the same as a -- how is a bridge loan different 16 $286 per share offer?
17 than a secured convertible loan? 17 A. 1do not remember.
18 A. Ithought it was just a loan to carry us through 18 Q. Okay. Let me mark for you — let me hand you a
19 acertain period of time and then it would be paid back. 19 document that is being marked as Gentry Exhibit 25,
20 Q. "However, that round had a stipulation that the 20 |The referred to document was marked for
21 conversion price would be adjusted if capital raised in 21  identification as Exhibit Number 25.]
22 the next round (j.c, round 4) at a lower price. The new 22 And do you see that this is an e-mail that
23 price is the original share price of $286 per share 23 Paul Crawford sent you on February 13¢h, 2012?
24 therefore you were automatically be converted at that 24  A. Yes.
25 price so the $100,000 would amount to 349,65 shares," 25 Q. And he talks about the status of the company; do
Page 82 Page 84
1 A. Yes. 1 you sce that?
2 Q. Okay. And it says: 2 A Yes.
3 "Here's the summary of the above,” and then 3 Q. And then at the end at the bottom he writes:
4  there's some sort of table listed? 4 "What does this all mean?"
5 A. Right 5 Do you see that?
6 Q. Then he gocs on: 6 A. Yes
7 "We need to raise at least $50,000 this 7 Q. And he continues:
8  week." 8 "It means that we now can see "the tight at
9 Do you see that? 9 the end of the tunnel" and Empathic should be there
10 A. Yes. 10  before the end of 2012."
11 Q. "Any new investment is also priced at just $286 11 Do you see that?
12 per share which is the original price and the price upon 12 A, Yes.
13 which you can owan all your shares pursuant to your 13 Q. Itsays:
14 conversion of all the loans." 14 "Debra is starting to expand sales and
15 Do you see that? 15 marketing staff on a commission basis, and will start
16 A. Yes. 16 to ramp up operations as the number of new clinicians
17 Q. "l am trying to get commitments from some of the 17 and monthly revenues increase.".
18 larger investors to at lcast cover the current monthly 18 Do you see that?
19 short fall of $50,000 by committing to a monthly 19 A. Yes.
20 subscription of $5,000 to $10,000 for a few months. In 20 Q. And do you have an understanding of who Debra is?
21 addition, the first $250,000 invested in Round 4 will 21  A. Yes.
22 carn a honus of 10% warrants at the same price per 22 Q. Whois Debra?
23 share."” 23 A. Dcbrais -- [ think her title is CEO of Empathic.
24 Do you sce that? 24 Q. And when Mr. Crawford told you that we can now
25 A, Yes. 25 scc the light at the end of the tunnel, and that
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1 Empathic should be there hefore the end of 2012, what 1 invest a total of $160,000 in this round and then the
2 was your reaction to that? 2 company would repay your $112,500 loan."
3 A. Well, that my reaction to that is they're going 3 Do you sce that?
4 to be cash flow positive and not have to be asking for 4 A. Yes
5 money anymore. 5 Q. So, what was your understanding of what would
6 Q. So, did you view that as a positive development? 6 happen if you did what he was suggesting?
7 A. lsuredid. 7 A. If I gave him 160 grand, I would get 112.5 back.
8 Q. I'dlike you to look at page 1 of Exhibit 25, Do 8 Q. Right away?
9 you sce there's an attachment? 9 A. Yes.
10 A. Yes. 10 Q. Was that your understanding?
11 Q. And the attachment says staley.doc, D-O-C? 11 A, Yes.
12 A. Yes. 12 Q. "The new $160,00 investment would be eligible for
13 Q. Andifyou'll leok at the last page, I'll 13 arefundable tax credit from the State of Minnesota."
14 represent to you that that's the attachment ~ 14 What was your understanding of this tax credit?
15 A. Yes. 15 A. They have that deed program in Minnesota that if
16 Q. - thelast page of Exhibit 25. And do you see 16 you invest, the state gives you back cash.
17 this is a letter written by Paul to you? 17 Q. And did you have an understanding of whether or
18 A. Yes. 18 not this investinent was eligible for that tax credit?
19 Q. And was it your -- was it your understanding Paul 19 A. It was my understanding that it was.
20 was? 20 Q. And what was the basis for that understanding?
21 A. Paul Crawford. 21 A. Because Paul told me that.
22 Q. Yeah. And do you see here that he writes in the 22 Q. "You would recover 25% or $40,000 from the State
23  middle of that page: 23 of Minnesota."”
24 "] am.suggesting that you consider adding an 24 Do you sce that?
25  additional $47,500 in this 4th round, which is also 25 A. Yes.
Page 86 Page 88
1 priced at $286 per share.” 1 Q. "We caunot facilitate the transaction until you
2 Do you see that? 2 are approved by Minnesota.”
3 A. Yes. 3 Do you see that?
4 Q. And then in the next paragraph he writes: 4 A. Yes.
S "By doing this you in effect will have 5 Q. And do you recall whether you ended up taking
6  substantially increased your equity because all your 6 advantage of this tax credit for this investment?
7  investments would be at the original $286 share 7 A. Yes, 1did.
8  price." 8 Q. And do you rcmember whether you engaged in this
9 Do you sce that? 9 4th round?
10 A. Yes. 10 A. Yes.
11 Q. "Note that repricing all the shares will increase 11 Q. And then he, Paul, continues:
12 your shares and percentage ownership substantially even 12 "By doing this you in effect will have
13 before accounting for the value of the $40,000 credit.” 13 substantially increased your equity because all of
14 Do you see that? 14  your investments would be at the original $286 share
15 A. Yes. 15  price."
16 Q. Okay. And, actually, I'd like to go back. I'm 16 Right?
17 sorry to do this to you, but the paragraph before that, 17 A. Right.
18 we read the first sentence: 18 Q. Then at the bottom he writes:
19 "I am suggesting that you consider adding an 19 "Assuming we raise the entire 31 million 4th
20  additional $47,500 in this 4th round which is also 20 round which we very likely won't, we will have only
21 priced at $286 per share.” 21 29,000 fully diluted shares outstanding.”
22 Do you sce that? 22 Do you see that?
23 A, Yes. 23 A. Yes.
24 Q. And then goes on: 24 Q. "What you hold now is 713.65 shares which equates
However, the best way to do this is to 25 to 2.46% equity ownership."
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1 Do you sce that? 1 A. Well, I just asked her how things were going, and
2 A Yes. 2 she sent me an update and it was kind of more of the
3 Q. "Ifyoun do what ] am proposing here your equity 3 same. If you remember, these previous e-mails in 2011
4 will increase to 1084.08 sharcs which is 3.74% and your 4  were talking about light at the end of the tunnel and
5 out-of-pocket nct would only be 37,500 more than what 5 we're going to be cash flow positive by the end of the
6 you have invested so far.” 6 year, and the company is still not cash flow positive.
7 Do you see that? 7 Q. I'd like to mark onc final exhibit for you. I'm
8 A. Yes. 8 handing you a2 decument that's been marked as Gentry
9 Q. What did you think about this opportunity? Was 9 Exhibit 27.
10 this something that you viewed as a good investment 10 [The referred to document was marked for
11 opportunity? 11  identification as Exhibit Number 27.|
12 A. Yeah, I thought it would be. 12 Do you recall that Mr. Crawford offered you
13 Q. Let me hand you what is being marked as Gentry 13 aninvestment opportunity in a company called
14 Exhibit 26. 14  Streamline, Inc.?
15 [The referred to document was marked for 15 A. Ido not recall this.
16  identification as Exhibit Number 26.] 16 Q. Okay,
17 It's a series of c-mails, and the one at the 17 MR. POLISH: And for the record, Paul, this
18 top is from you; do you sce that? 18  was an e-mail that we got that we just got. Ididn't
19 A, Yeah 19  include it in what I sent you, but I'll e-mail you a
20 Q. And it was sent on what date? 20  copyofit. Iapologize.
21 A. OnFebruary 14th, 2012. 21 BY MR. POLISH:
22 Q. And who is it being sent to? 22 Q. This was — do you see your -- that this — an
23 A, Paul Crawford. 23 c-mail was sent by Paul Crawford to a number of pcople,
24 Q. And the Subject line is Empathic Update & Tax 24 including you?
25 CreditI-N-F.? 25 A. Yes.
Page 80 Page 92
1 A. Yesh. 1 Q. On April 17th, 2013?
2 Q. Okay. And can you read what you wrote? 2 A Yes.
3 A. "Paul, last e-mail you sent regarding dilution. 3 Q. And Mr. Crawford writes:
4 1.81% diluted to 1.63. Additional hundred grand 1.00. 4 "Attached is information on an exciting
5 2.63, which you say now is 2.46. Do not understand why S5  opportunity that I want to share with you."
6 the more I put in the longer time goes buy, the more | 6 Do you see that?
7 get diluted. [ always thought 2 plus2 =4." 7 A. Yes.
8 Q. So, what did you mean by that? 8 Q. "The business is called Streamline, Inc. I am
9 A. Well, I didn't quite understand where all this 9 plansing on hosting a presentation lunch meeting for the
10 dilution was coming from. 10 Streamline at my office as soon as possible. I need you
11 Q. And do you recall how Mr, Crawford responded? 11 to respond and let me know if you would be interested in
12  A. That was four years ago, so I don't really 12 attending a mecting to learn more about Streamline.”
13 remember. 13 Do you see that?
14 Q. Okay. Do you remember what your current - the 14 A. Yes.
15 current state of this investment? Is this still a 15 Q. Then later on he writes:
16 company that's doing business? 16 "'m going to tell you why I am so excited
17 A. Yes,butit's still not cash flow positive. 17 about thijs."
18 Q. Are you still an investor? 18 You scc that?
19 A. Yes,ihope. 19 A, Yes.
20 Q. When was the last time you received any update on 20 Q. "Itis a fully developed product patent applicd
21 the status of the company? 21  and they already have orders and production is set."
i22  A. 1 called Debra about 3 weeks ago because I hadn't 22 Do you see that?
23 heard anything from them for about 6 months, 23 A. Yes.
24 Q. And can you tell me what you told Debra and what 24 Q. "They arc raising a total of $840,000 through the
25 Dcbra told you? 25  issuance of 1,307,692 shares at just $0.6S cents per
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1 share." 1 A. lknow that.
2 Do you sce that? 2 Q. Used te work for Minnesota and I used to watch
3 A Yes 3 himin high school.
4 Q. Do you sec at the end he says: 4 A. He's a good player.
5 "1 predict that the Streamtine Transport 5 Q. Along with all the other college scouts that were
6 System will scale very fast and will be bought ata 6 there. So, we're all very excited about his success.
7  tremendous premium within a few years.” 7 A. Soarewe,
8 Do you sce that? 8 Q. Okay, in any event, have you ever met
9 A Yes. 9 Mr. Crawford personally?
10 Q. "The minimum investment is $25,000. This system 10 A. No.
11 could quickly replace all of the existing IV pole 11 Q. Okay. So, all your interactiouns that you've
12 systems all over the world. Itis a huge market." 12 discussed with us have been either on an e-mail basis,
13 Do you sce that? 13 or a telephonic basis; am I right about that?
14 A, Yes. 14  A. That's correct.
15 Q. Did you -- do you recall and do you see that 15 Q. You basically have three investments here that he
16 there was some attached information called an Investors 16 has encouraged you to make, One was with Bixby; am I
17 Brief-- 17 right about that?
18 A. Yes. 18 A. Correct.
19 Q. -- concerning Streamline? 19 Q. And one was Disc Motion; am [ right about that?
20 Do you recall whether you invested in this 20 A. Yes,sir.
21 opportunity? 21 Q. Okay. And the final one was with Empathic. That
22 A. Ididnot. 22 was clearly the most expensive of your investments; am §
23 MR. POLISH: We have no further questions at ’ 23 right?
24 thistime. 24 A, Yes,sir.
25 MR. ENGH: Mr. Gentry, I have a couple 25 Q. You have made these investments willingly and
Page 94 Page 98
1 questions for you. 1 voluntarily; is that right?
2 CROSS EXAMINATION 2 A, Yes.
3 BY MR.ENGH: 3 Q. You were by your own cstimation a fairly
4 Q. Again, my name is Paul Engh. I'm a lawyer here 4 sophisticated man in terms of investments?
5 in Minneapolis, and I represent Mr. Crawford. 5 A. [don't know how sophisticated, but ] knew what |
6 I think you said you were an alumni of Duke 6 was doing I guess.
7 Untversity; am I right about that? 7 Q. Okay. So, with Bixby one of the reasons you
8 A. Yes,sir. 8 invested was that Bob Walker was running the company; is
9 Q. Iwant to congratulate you on Duke's wonderful 9 that correct? :
10 victory over Ohio. 10 A. Yes.
11  A. Pretty good victory; wasn't it? 11 Q. And Mr. Walker had a tremendous success with
12 Q. Ialso wish you best of Juck against Michigan 12 Sleep Comfort mattresses; is that right?
13 State. 13 A, Yes.
14  A. I'l be there. 14 Q. He had taken that company public and made a
15 MR. POLISH: 1 want 1o join in that 15 fortune on it; am I right about that?
16 | congratulations. 16 A. Isuppose you're right.
17 BY MR.ENGH: 17 Q. Okay. Did you ever meet Mr. Walker personally?
18 Q. I am looking forward to those two coaches walking 18 A. No, I did not.
19 the sidelines together. That will be almost worth the 19 Q. Did you cver go to any of his sales pitches or
20 showonTV. 20 his presentations personally?
21  A. Yeah, it will be. 21  A. No, I did not.
22 Q. Well, let me ask you a couple of questions, 22 Q. I assume that you never went to Mr. Crawford's
23 though, if I may. Although, we could go into Duke for 23 office, even though T think you've been asked that same
24 another half hour. Jones, by the way, is from Apple 24 question multiple times, but did you ever come to
25  Valley. 25 Minneapolis to sec him at his office?
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1 A. No,Idid not. 1 Q. What is your memory as to when he left the
2 Q. And regarding Bixby, you thought, at least 2 company?
3 according to the questions that my colleague and friend 3 A. Idon't have any recollection of the time.
4 asked you, that he was serving as a broker for Bixby; is 4 Q. Okay. And when he asked if you would like to
5 that right? 5 make certain additional purchases involving thie warrant
6 A. Yes. 6 we discussed, you declined; is that right?
7 Q. You didn't have any awareness, did you, that he 7 A. Yes.
8 was employed by Bixby? 8 Q. Did Mr. Crawford ever indicate to you that he was
9 A. No. 9 receiving a broker's fee as opposed to a finder's fee in
10 Q. Do you have any understanding that he was 10 this case?
11 employed by Bixby today as you sit there? 11 A. No.
12 A. @havenoidea. 12 Q. In fact, you don't know which fee he received; do
13 Q. Okay. Do you know how he was compensated for 13 you?
14 your purchases if he was compensated at all with Bixby? 14 A. No, [ do not.
15 A. No, Ido not. 15 Q. Do you know what percentage of a fee that he got?
16 Q. You're assuming that be was paid a fee of some 16 A. Haveno idea.
17 kind; isn't that right? 17 Q. It was your understanding, or at least your
18 A. Yes. 18 assumption, sir, that he was receiving some kind of fee
19 Q. Were you invoiced when you paid -- were you ever 19 for lining you up with these Bixby investments; is that
20 invoiced by Bixby when you paid for stock, the stocks, 20 true?
21 orinvested in Bixby in any event? 21 A, Yeah. 1don't think many people work for free.
22 A. No. 22 Q. That's true, nor do you for that matter, nor did
23 Q. Do you know the differcnce between a finder's fee 23 you, I should say, during your work life; is that right?
24 and a broker’s fee? 24 A. I would say that | worked pretty hard for my
25 A. Yeah, I think so. 25 dough.
Page 98 Page 100
1 Q. Whatis your understanding of what a finder's fee 1 Q. Sure. And a lot of the pitches made in this
2 is compared to a broker's fee? 2 investment is ripe now that it would be a good
3 A. Somebody just pays me for bringing an investor 3 investment to make now is fairly typical of a closing
4 in 4 device and that the scller would like the buyer to close
5 Q. It would appear from the e-mails that we reviewed 5 the transaction. You're famillar with this idea of
6 that there were a number of investors that received the 6 closing; aren't you?
7 same e-mail that you did; is that right? 7  A. Yeah, I think I'm familiar with that.
8 A Yes. 8 Q. Well, you've got to close the deal to be in
9 Q. Okay. And it would appear, without going into 9 sales. You've got to be a closer; don't you?
10 too much detail on each e-mail, that each of these 10 A. That's correct.
11 individuals were being requested or suggested by 11 Q. You've got to get to the mutual yes; don't you?
12 Mr, Walker that they invest in Bixby; is that right? 12 A, Yeah.
13  A. Yes. 13 Q. Fair enough?
14 Q. And it would appear that cach of those 14 A. Yes,sir.
15 individuals were similarly situated to you; that is to 15 Q. And what he was trying to do is make you — make,
16 say that they were presented with the same opportunity 16 atleast encourage you to make a decision on your own;
17 that you were? 17 is that right?
18 A. 1would assume, yes. 18 A. I'would assume that was it, yes.
19 Q. And your ultimate investment remained at $50,000; 19 Q. And for cach one of these companies you made your
20 isn't that correct? 20 own decisions, and sometimes you said yes, and sometimes
21 A. No, it was 80,000. 21 you said no, right?
22 Q. 80,000, J'm sorry. 22 A. Correct.
23 Were you aware of when Mr. Walker left the 23 Q. Even though the pitch he made to close was
24 company? 24 similar on each investment, at least according to the
25 A. Yes. 25 questions that Mr. Polish asked you; is that right?
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1 A. I would say so, yes. 1 investment by you; isn't that right?
2 Q. And one of the rcasons you stayed with Bixby is 2  A. Yes.
3 thatyou're aware that a former United States 3 Q. No one twisted your arm, correct?
4 Representative, Gill Goodnick, was attempting to right 4 A. Notthat] felt.
5 the company after Walker had left; am I right about 5 Q. And it sounds like a good deal. It sounds fike
6 that? 6 an Innovative medical device that would ease pain for
7 A. ldidn't have a choice about staying with them. 7 wmany people who suffered chronic back pain; isn't that
8 Q. Well, you are aware, though, that former United 8 right?
9 States Representative from southern Minnesota, Gill 9 A. Yeah. Never scen a bad projection, man,
10 Goodnick, was involved in trying to make the company go; 10 Q. Ididn't understand you, What did you say?
11 were you not? 11 A. Isaid I've never seen a bad projection. Yeah,
12  A. Yes,yes. 12 they're all to come.
13 Q. And his involvement had nothing to do with 13 Q. Okay. And in the sales world that you live in
{14 Mr. Crawford's; is that correct? 14 there's a certain amount of optimism that prevails;
15 A. Ibaveno idea. 15 isn't that correct? )
16 Q. All right. And a lot of thesc e-mails that we 16 A. No, I was selling life insurance; that's a lot of
17 have sent, what essentially Mr. Crawford was doing was 17 pessimism.
18 relaying information that he himself had gotten from 18 Q. Well, you're never wrong, as Mr. Crawford tells
19 Bixby to make sure you were updated as to what your 19 me, but you still have an underwriting procedure in life
20 investment was doing and what the products were doing; 20 insurance when you assume that a person's going to last
21 fair enough? 21 so long, and that's how you evaluate the product; isn't
22 A. Yes. 22 that right?
23 Q. Would you assume that Mr. Walker got his 23 A, That's correct,
24 information from Bixby, the company? 24 Q. Based upon optimistic projections at times
25 MR. POLISH: Objection; foundation. 25 because you never know how long someone's going to last,
Page 102 Page 104
1 BY MR. ENGH: 1 fair enough?
2 Q. You can answer the question in light of the 2 A. Or how short they're going to last.
3 objection. 3 Q. That's true,
4 A. I mean, I would assume that since Walker was 4 A. That's why you buy insurance.
5 running the company, he knew what was going on. So, 5 Q. Right. And in terms of meetings attended, we
6 whatever he passed out of there, you'd have to take at 6 talked about Mr. Crawford's meetings at his office in
7 face value. 7 Minneapolis. Did you attend any Disc Motion meetings?
8 Q. Allright. In good faith as well, true? 8 A. No.
9 A. Yes. 9 Q. Did you ever talk to the executives of that
10 Q. Now, the Disc Motion company, how much money did 10 company?
11 you putinto that? 11  A. No.
12 A. 25. 12 Q. And during the time you were making these
13 Q. Did you reinvest? 13 investments and between, it appears, 20607 and 2010, it
14 A. lputanotherS5 in at the end because Paul told 14 would be fair to say that the economy was in a depressed
15 el was going to lose my 25, but if I put S more in, 1 15 state and credit was tight; isn't that correct?
16 would at least have a stake in the sale of the patent if 16 A. Yeah.
17 they sold the patent. 17 Q. And at one of the briefings private placement was
18 Q. Okay. And I understand that that investment has 18 difficult, at least according to the e-mails, and the
19 not worked out for you? 19 credit was tight all over the country; is that not
20 A. That would be a correct statement. 20 correct?
121 Q. Okay. And you're not terribly happy about that 21 A. I would assume, sure.
‘22 it sounds to me from hearing your voice, fair enough? 22 Q. And you were trying to find investments for your
23 A. Well, | mean, nobody likes to lose money. 23 ‘money that would have a higher yield than the stock
24 Q. That's correct. 24 market had, which tanked in 2007 and 2008, and wasn't
25 And with Disc Motion that was a willing 25 really doing anything for a number of years, fair
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1 enough? 1 (RECESS TAKEN FROM 2:39 P.M. TO 2:41 P.M.)
2 A. Sure, 2 BY MR. ENGH:
3 MR. POLISH: Object to form. 3 Q. Okay, I've got just a couple more questions for
4 BY MR.ENGH: 4 you,sir.
5 Q. Now, Empathic is that software company, and you 5 A. Okay.
6 mentioned someone named Debra as the CEO. Do you recall 6 Q. We talked about Space Data; that was a company
7 Debra's last name? 7 that you didn't invest in, right?
8 A. Lindell. 8 A. Correct.
9 Q. I'm sorry, what was the last name, could you tell 9 Q. There was a family name called Knoblach; you
10 me again? 10 remember those from the e-mails?
11 A. Ithinkit's L-I-N-D-E-L-L. 11 A. Yes.
12 Q. All right. Were you aware if Mr, Crawford got 12 Q. Did you know whether the Knoblachs runs Space
13 ony commission whatsoever for encouraging you to buy 13 Data?
14 Empathic stock or any other kind of Empathic note that 14 A. 1bave noidea.
15 we discussed? 15 Q. Are you aware that Space Data Is an ongoing
16 A. It was my understanding that Paul had ownership 16 company?
17 in Empathic. 17 A. No.
18 Q. Well, my question is, then, given his ownership 18 MR. ENGH: I have no further questions,
19 interest, do you know if he got a commission on anything 19  John.
20 that yon put into the company? 20 MR. POLISH: Nordo L
21  A. Like I said earlier, I don't think anybody works 21 Well, thanks very much, Mr. Gentry, for your
22 for frec. 22 time. We all appreciate i,
23 Q. Okay, but do you know in this situation whether 23 Thanks, Paul and Paul. We'll be seeing you.
24  he got any commission from Empathic, yes or no? 24 (DEPOSITION CONCLUDED AT 2:41 P.M.)
25 A. Ihavenoidea. 25
Page 100 Page 108
1 Q. Okay. Aud it's still a company that's on going, 1 STATE OF NORTH CAROLINA )
2 but it's cash flow negative as you say, right? 2 COUNTY OF DURHAM )
3 A. That's my understanding. 3 T hereby certify that the witness in the
4 Q. You thought it was a good {dea gaod enough for 4 foregoing deposition, STALEY M. GENTRY, was by me duly
S you to put a lot of money into it, though? 5 swom to testify to the truth, the whole truth and
6 A. Well, I was encouraged to do that, 6 nothing but the truth, in the within-entitled causc;
7 Q. Bat you made your own decision? 7 that said deposilion was taken at the time and place
8 A. Yeah, I did, but as you saw, that e-mail in 2011 8 herein named; and that the deposition is a true record
9 said we expect to be — we expect to be cash flow 9 of the witness's testimony as reported by me, a duly
10 positive by the end of the year. 20 certified shorthand reporter and a disinterested
11 Q. Okay. Do you know {f it's Mr. Crawford’s fault 11 person, and was thereafier transcribed into typewriting
12 personally that it was not cash flow positive by the end 12 by computer.
13 ofthe year? 13 1 further certify that I am not interested in
14 A. Well, I would hope not. 14 the outcome of the said action, nor connected with nor
15 Q. Okay. And this Streamline investment, do you 15 related to any of the partics in said action, nor to
16 know to this day whether that company Is profitable? 16 their respective counscl.
17 A. Thave no idea who Streamline is. 17 TN WITNESS WHEREOF. I have hercunto set my
18 Q. Okay. That was the last company I think we 18 hand this 30th day of March, 2015.
19 talked about, and that's tle onc you didn't lnvest in, 19 Reading and Signing was:
20 fair enough? 20 __ requested _X_waived ___ notrequested
21 A, Yes. 21
22 MR. ENGH: Let me toke a short break here, 22 ﬂ"“‘/%ﬂ"”
23 John. for just a couple of minutes, and then I think 23 —_—
24 we can wrap this up. 24 Regina Toppins. Notary Public
25 MR. POLISH: Sounds good to me. 25 Notary Number: 200626300019
St b Neqap - BEHMKE REPORTING AND VIDEO SERVICES, INC. (27) Pages 105 - 108

(415) §97-5600
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Deana Mclean

From:
Sent:
To:
Subject:

Attachments:

Bixby Prospect
List.xls (17 KB...
Dennis,

Attached is the final list of investors.
Stinski and Dick Parry on Friday.
interested in participating in your next major round.

See you on Friday.

Paul Crawford

Paul Crawford [pc@crawcap.com]
Wednesday, May 31, 2006 4:20 PM
Dennis Desender

Latest List of Investors

Bixby Prospect Lst xls

I will bring the last two checks from Roland
We will also discuss a NY hedge fund that may be

BIX061114
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CRAWFORD CAPITAL CORP.
125 S.E. MAIN ST., SUIT2 270
MINNEAPOLIS, MN 55414
June 19, 2006
Dennis Desender
Bixby Energy Systems

9300 75™ Ave. N.

Dear Dennis:

Attached is a copy of my May 31° Ictler regarding the 92,613, $2 warrants that are owed
to Crawford Capital and me. 1am gifling some of these options as follows:

I :anis o Douglas C. Selander, 3263, [N Minnetonka,

MN 55343.

I arrants to Joseph Mooney, [ 96+, N

Minneapolis, Mn 55414

T 2crants to Brian R. Crawford, R 88 54, IR Spring Lake

Park, MN 55432

I rrants to Jack and Michelle Angerhofer, jointly, -SSS,
[ Spring Lake Park, MN 55432 _

I warrants to Wilfred H. Crawford, [N 170,

Minneapolis, MIN 55414

I rants to Dolores E. Crawford, 688, -pring Lake

Park, MIN 55432

f the remaining warrants should be issued to Crawford Capital Corp., [l
5264, 125 Main St. S.E., Suite 270, Minneapolis, MN 55414

I =ronts to Dan Neisen, [ 772, [N ¢! lc Plaine, MN 56011
¥

I the remaining warrants should be issued to Paul D. meford-5481 g
hsmng Lake Park, MN 55432, &/

Enclosed is John Scheef’s Bixby stock certificate and warrant document. His name is
misspelled; the correct spelling is John Scheef not John Sheef. Please call me if you have
any questions. Please forward the replacement certificates directly to him.

y ¥

Sincerely,

o ]
7
Gt Cannty?

BiX104146
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---------- Forwarded message —--------

From: Paul Crawford <pc@craweap.com>

Date: Wed, Sep 7, 2011 at 5:11 PM

Subject: FW: Bixby Energy Update

To: "Bill Degnan (bill degnan)" <william.degnan@axa-advisors.com>, Bill Hoagland

<bhoagland@squidink.com>, Bob & Ruth Bringer < >, Bob Hildreth <bob@esp.com>,
RBradley Smegal <bradleysmegal@mac.com>, "Carl & Jan Kuhrmeyer (Carl & Jan Kuhrmeyer)"
I s degross , "cush (cush)"

, Dan Mayer <daniel.e.mayer@stifel.com>, Dan Neisen <info(@neisens.com>, Dave
, Dick Parry , Doug Selander

, "Dr. Phil Sweetser (Dr. Phil Sweetser)" <t} > ; 'Emic
<ed@caliberproductsine.com™>, "Frank Dosal (Frank Dosal)" <{i | | N EEEEN-.
"Gary Bohn (Gary Bohn)" >, peorge holden <GHolden@holdenmarketing, com™,
"Haluptzok, Harry" <HamryH(@johnsauto.com>, Jerry & Mary Jacoby

t>, joe Kowalcik <joe@kowalaw.com>, Joel Dixon

>, John Fitzgera >, "John Kuhmmeyer (john Kuhimeyer)”
<john.kuhrmeyer@axa-advisors.com>, John Scheef <john.scheef(@usbank.com™, judy holden wright

<wrighta sheglobal.net>, "Larry Karkela (larry karkela)” >, manish aparwal
<manish.agparwal@axa-financial.com>, Mick Thorsland <mick@yventuremortgage.com>, "rick anderson (rick

m;-, "Rollie Stinski (Rollie Stinski)" <} GGG . Ron Runck

-, Staley Gentry <staley.gentry(@axa-equitable.cam>, Tim Kocina

<wehaulmoving@netzero.net>, _

Attached is the recent email update from Bixby. Some of you may have already seen this. They are moving ahead as
fast as they can atall three test sites in China. There is still time if any of the warrant holders wish to exercise their
warrants at 51 per share which is half of the original $2 per share exercise price. Let me know if you want to take

advantage of this offer.

Paul Crawford PLTE.
EXHIBIT Ls diiedy

(ofc) 612-676-1436 WITKESS __Palvpr 2okl
2240701229 CONSISTINGOF ____ 2 _ PAGES

1 DATE L4 -\ - 1S

BEHMKE REPORTING AND VIDEQ SERVICES, INC,
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(cell) 612-308-6466

China Update — September 7, 2011

Progress is being made at all three sites in China. Here is the status of each site:

o  Changzhi —Replacement parts are completed. They are being transported with our crews. Installatnon of
the new seal will begin September 12" and we expect to introduce coal to the uiit by September 15",

» Ordos = Installation has moved forward. The Bixby umt and the necessary ancillary equipment are on
schedule-with first operation on or about September 201,

+ Xilihot — Team will visit the site on Saturday, September 10® to validate and assess status of
site. Current goal is to have unit operational by late September to early October, A definitive timeline
will be determined upon completion of the sife assessment. We want to assured that all ancillary
infrastructure (electrical, water, etc:) will be completed so we do not run.into the same problems that
have experienced in Changzhi.

Thank you,

Rebeksh R. Scherer
Investor Relations

763-404-7800

Bixby Energy - "Redefining the Future of Energy"

www.bixbyeneray.com

Please Note: This communication may contain sensitive information whiéh. if released generally, could compromise
future negotiations for the rights to Bixby Technology. Please db not disseminate or forward without the written
permission of Bixby Energy. Thank you.
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From: Paul Crawford <pc@crawcap.com>
Sent: Friday, Septernber 30, 2011 3:39 PM
To: Degnan, William; Bill Hoagland; 'Bob & Ruth Bringer'; 'Bob Hildreth'; 'Bradley Smagal’;

'Carl & Jan Kuhrmeyer (Carl & Jan Kuhrmeyer)'; chris degross;
‘cush (cush); ‘Dan Mayer'; 'Dan Neisen'; 'Dave Fernald’; ‘Dick Parry'; ‘Doug Selander’; 'Dr.
Phil Sweetser (Dr., Phil Sweetser)'; 'Ernie Delanghe (Ernie Del.anghe)'; 'Frank Dosal (Frank
Dosal)’; ‘Gary Bohn (Gary Bohn)'; 'george holden’; gg Harry
Haluptzak'; ‘Jerry 8 Mary Jacoby"; ‘joe Kowalcik'; Joel Dixon; John
Fitzgerald'; Kuhrmeyer, John; John Scheef'; 'judy holden wright'; "Larry Karkela (larry
karkela)'; Agarwal, Manish; ‘Mick Thorsland’; 'rick andersan (rick anderson)’; 'Rollie

Stinski (Rollie Stinski)'; 'Ron Runck’; "Ronald Govin \{j|| NN ; G-t
staley; Tim Kocinz; (|

Subject: FW: Bixby Energy Systems
Attachments: Special Shareholder Meeting Report,pdf

I attended the Bixby shareholder meeting on Thursday. It was one of the best shargholder meetings | ever attended. It
was very well attended and it appeared to me that almost everyone in attendance left feeling pretty good about

Bixby. There wasan article about the meeting in the Friday, September 30, 2011 Business Section of the Minneapalis
Stor Tribune titled Bixby reveals a prosecution deal written by reparter Dan Browning who attended the meeting. The
title of the article needs some clarification. As you know new management led by Gil Gutknecht and Tom Bergeron took
control of Bixby in early May. The U.S. Attorney in conjunctian with the SEC in essence has agreed that the new
management is and will continue to operate the business free of any continuing investigation for a period of 3

years. This is whatis called a “deferred prosecution agreement. The bottom line Is that, will the authorities are pursing
former management individuals and fund raisers but will defer any further action with the Company so as to allow the
new team to pursuge their business for the benefit of all shareholders.

1 wish all of you had been able to attend the meeting. They had a Skype video conference meeating with Ron Baker who
heads the Bixby technology tzam in the construction and testing of the three systems that are now up in three different
locations in China. They have been in China for 3-months and said they will be home in 30 days. In ather words, they
expect to conclude the required tests within the next 30 days and it is possible the pivotal 1*' burn will happen within the
next 2 to 5 days. They also had a Skype video conference with the leadarship of GPU. Jason Moore, chief executive of
GPU spake glowingly about why the Bixby technology is 50 important to China and his confidence that the system does
and will work. His enthusiasm is supperted by the fact that GPU has made several no interest [oans to Bixby to cover the

cost of the China trials.

Ron Kinner who is Bixby CFO had recently completed a full audit of the company from the start to September 30, 2011
that covered every single dollar of capital and a detailed analysis of the assets and liabilities. [ can arrange to have them
forward coples of the financials if you wish. They are totally out of money and still have $400,000 of the $500,000 [eft to
raise before they close the extension of warrants that were still live when they took over the company. These Include
the warrants that I had that actually expired on May 31, 2011. The will still allow investars to convert their warrants at
half of the $2 per share price which is just S1. There seemed to be a lot of interest among many of the investors at the
meeting so, if you intend to exercise your warrants you better decide very soon before they close it off. With this in
mind I will let you know of the results of these next two tests in the next few days.

Youcan read the the Stor Tribune article which follows below here. S PLTE.
EXHIBIT _ = DEFT.
Regards, WITKESS __Nedwpreol
Paul Crawford CONSISTING OF i _ PAGES
u-—-\1-~1S

DATE - Sl L - —
: BENIMKE REPORTING AND VIDEQ SERVICES, INC.
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(0fc) 612-676-1436
“(cell) 612-308-6466
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Troublcd Bixby r evenls 2 prosecution deal
DAN BROWNING, Star Tribune

Bixby Energy's board members told more than 300 investors Thursday that the Minnesota company's much-
ballyhooed coal-to-natural gas technology is within days of proving itself in China.

"Today, we're on the verge of a very important inilestone, not only for Bixby, but also for the world," former
U.S. Rep. Gil Gutknecht, a Bixby investor and chairman of the board, said at the meeting in Medina.

He said if Bixby's technology can produce natural gas from "some of the dirticst coal in the world" using little
water and producing no harmful cmissions, it would change the worldwide energy picture.

"The truth of the malter is, the potential in China is almost unimaginable," Gutknecht said, But back home, he
and other directors of the Ramsey, Minn., company acknowledged, the picture isn't so rosy.

The private company is down to just four employees, said Ron Kinner, Bixby's controller. It's so broke that it
can't afford to pay auditors to complete its 2011 financial statements. And because the company lacks money to
pay its lawyers, it hasn't acted on an offer from federal prosecutors that would let Bixby avoid criminal
prosecution,

The meeting of Bixby shareholders, warrant holders and lenders was the first in about five years, said
Gutknecht, who became chairman in May after the ouster of the troubled company's founder, Bob Walker.

The board allowed a Star Tribune reporter to attend the meeting on the condition that the paper not reveal
specific financial figures. Suffice it to say, the company's in the red.

In addition, the U.S. Securities and Exchange Commission and the U.S. attorney's office in Minnesotz are
investigating the company's past fundraising and business practices. One former fundraiser has pleaded guilty to
securities fraud and has implicated a former Bixby officer, believed to be Walker.

Wallker, who teinains a shareholder, has denied any wrongdoing,
Coucern for sharcholders

Jim Bergeron, a University of Chicago-trained economist and businessinan who's been an investor in Bixby for
seven years and a board member for nearly five, said the company is working closely-with govermment
investigators. "They are particularly concerned about the shareholders," he said more than once.

Bergeron revealed that federal prosccutors offered the company a "deferred prosecution agreement,” which
would allow it to continue operating as the current management struggles to turn things around. " Although the
government believes Bixby has misbehaved in the past, if the current management obeys all Jaws and
regulations going forward, it will forgo any prosecution for three years," Bergeron said of the proposed
agreement. At that point, he said, if the company has kept its nose clean, the government would drop any
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criminal prosecutien. The bargain applies only to the company, though, Bergeron said. "It will not apply to any
individuals."

Ron Baker, Bixby's point man in Changzhi, China, made an appearance via video conference. He described
setbacks trying to launch the technology, from power and water problems to |anguage difficulties. But Baker
said his tean has the experience to deal with whatever comes up.

"t's not their first rodeo," he said.

'Ready to run'

Baker said Bixby's make-or-break tests of two coal-gasification units, in Changzhi and Ordos, would take place
between Friday and Sunday. "The first two machines are ready to run," he said, prompting applause.

Jason Moare, chief executive of Global Partners Unified, a Nevada-based company that is marketing the
technology in China and propping up Bixby with no-interest loans, spoke ta the shareholders from Beijing. He
said China was the perfect market for Bixby because it has little natural gas, huge stores of low-grade coal,
scant water resources, and government mandates to clean up the environment.

“The potential is extremely strong. It's just a matter of getting our first system up and rumning," Moore

said. Gutknecht said it could open the door to more sales in Chiha and other countries.

Though some shareholders challenged the board members for the company's past missteps, most seemed

satisfied by what they heard.
"It can't be any worse," said Tim Druk, of Maple Grove. "I think the product works, and it's there for someone

to take it. The biggest problem is, we need someone that has the capital to take it in the right du:ectxon "
Dan Browning » 612-673-4493
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From: Paul Crawford <pc@crawcap.com>
Sent: Saturday, October 08, 2011 4:33 PM
To: Degnan, William; Bill Hoagland; 'Bob & Ruth Bringer’; 'Bob Hildreth'; 'Bradiey Smegal’;

‘Carl & Jan Kuhrmeyer (Carl & Jan Kuhrmeyer)'; chris degross;
‘cush (cush)’; 'Dan Mayer'; 'Dan Neisen'; ‘Dave Fernald’; 'Dick Parry'; "Doug Selander’; 'Dr.

wop

Phil Sweetser (Dr. Phil Sweetser)’; 'Ernie DeLanghe (Ernie Delanghe)'; 'Frank Dosal (Frank
Dosal); ‘Gary Behn (Gary Bohn)'; ‘george holden'; ||| NG -y
Haluptzok’; 'Jerry & Mary Jacoby'; ‘joe Kowalcik’; Joel Dixon; ‘John
Fitzgerald'; Kuhrmeyer, John; ‘John Scheef’; ‘judy holden wright’; 'Larry Karkela (larry
karkela)'; Agarwal, Manish; 'Mick Thorsland’; ‘rick anderson (rick anderson)’; 'Roliie
Stinski (Rollie Stinski)’; 'Ron Runck’; "Ronald Govin |GGG ; Gontry.
Staley; Tim Kocina; travisplut@yahoo.com

Subject: FW: Bixby Energy Systems - China Update

Attachments: Raw Gas 10-06-2011.jpg

| hope all of you read this latest announcement on the Bixby tests in China. They probably need just one or two more
demonstrations that will prove up the technology and trigger @ lot of good, firm orders. 1 want to remind any of you
who own warrants that were still “live” in May that there is still time for you to exercise $2 warrants for $1. Please let
me know if you want to now turn warrants into shares of Bixby before the special warrant holiday ends.

Regards,
Paul Crawford
(ofc) 612-676-1436

(cel)

From: Rebekah R. Scherer {mailto:rebekahs@bixbyenergy.com)
Sent: Thursday, October 06, 2011 1:05 PM

To: Rebekah R. Scherer

Subject: Bixby Energy Systems ~ China Update

China Update

The unit in Ordos was successfully run again today. Approximately 6 tons of coal was processed this
time. The machine ran well and we produced a lot of gas. There is a problem with the flare process
so the gas was Just vented into the atmosphere. In the atlached picture you can see the gas venting
into the atmosphere (it was quite windy and is coming off at 90 degree angle). Work is in progress to
fix the flare issue. We will run the unit again tomorrow after these adjustments have been

completed.
Enjoy your day,
Rebekah R. Scherer

Investor Relations
763-404-7800

Bixby Energy - "Redefining the Fulure of Energy" & FLTEC

www.bixbyenergy.com EXHIBIT ) ___ OEF
WITNESS __ e uprzeX
CONSISTING OF 2 PAGES

) DATE y-1 -1

BEHMKE REPORYING AND VIDEOQ SERVICES, INC.
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R tar

Please Note: This communication may contain sensitive information which, if released generally, could compromise
future negotiations for the rights to Bixby Technology, Please do not disseminate or forward without the written
permission of Bixby Energy. Thank you.
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PLIF.
EXHIBIT %) DEFT.
——————— ~ Forwarded message -—------- wimvess __Holwpy 24
D _F
From: Paul Crawford <pc(@crawcap.com> gi;qslsrms OF,_{_ PR fa
Date: Sun, May 29, 2011 at 4:07 PM DEHMIE REPORTING AND VJDEO SERVICES, INC.

Subject: FW: Bixby Energy Systems Shareholder Letter

To: "Bill Degnan (bill degnan)” <william. degnan@axa-advisors.com>, Bill Hoagland
<bhoagland@gsquidink.com>, Bob & Ruth Bringer , Bob Hildreth <bob(@esp.com=>,
Bradley Smegal <bradleysmegal@mac.com>, "Carl & Jan Kulrmeyer (Carl & Jan Kuhrmeyer)"

chris degross , "cush (cush)"

, Dan Mayer <daniel.c.mayer@stife].com>, Dan Neisen <info@neisens.com™>, Dave
Fernald <dbfernald@q.com>, Dick Parry , Doug Selander

x =
B 'O Phil Sweetser (Dr. Phil Sweetser)” >, "Ernie
DeLanghe (Emie DeLanghe)" <ed@caliberproductsine.com™, "Frank DOW‘/,
"Gary Bohn (Gary Bohn)" <|} N NN . :co:sc holden <GHolden@holdenmarketing.com=,

, "Haluptzok, Harry" <HarryH(@johnsauto.com>, Jerry & Mary Jacoby

- . o <owalcik <joe@kowalaw.com>, Joe Mooney

<joe.mnooney@compuware.com>, Joel Dixon >, John Fitzgerald
, "John Kuhrmeyer (John Kuhrmeyer)" <john.lauhrmeyer@axa-advisors.com™, John
Scheef <john.scheefi@usbank.com>, judy holden wright <wrightapp@sbceglobal.net>, "Larry Karkela (larry
karkela)" [ NG 2nish agarwal <manish.agarwal@axa-financial.com>, Mick Thorsland
<mick@yventuremortgage.com:>, "rick anderson (rick anderson)" <rick@france44.com>, "Rolliec Stinski (Rollie

>, Ronald Govinff CAINTIERS . )

Stinski)" , Ron Runck «
>, Staley Genli <sm]ci.ienlrv@.uxa-equilublc.comi*, Tim Kocina

<wehaulmoving@nelzero.net>,

Attached is a letter from Gil Gutknecht, Ran Kiner and Jim Bergeron who constitute the entire current Bixby Board of
Directors. Some of you may have already received this letter and photo of the first system that is now being put in
place for testing in China.

This is the best news regarding Bixby that we could have expected. In the letter they expect to have the “first gas” from
the test unit by late June or early July. They have made a very wise decision to change the deal with GPU. GPU will

1



CASE 0:11-cv-03656-JNE-JJK Document 166-2 Filed 09/17/15 Page 48 of 66

continuing to be Bixby’s exclusive representative in China and also a holder of a license to use Bixby's technology. What
is different now is that GPU will be responsible for the manufacturing, selling, installing and servicing of Bixby units in
China. Gil told me that just the transportation for the systems from the U.S. to China cost more than $85,000 each and
took as much as 60-days to deliver. GPU has already arranged for manufacturing in China and it will be much less
expensive than having them manufactured here. They essentially are outsourcing the manufacturing which means the
company does not need millions of dollars of front end capital to cover manufacturing costs. Bixby now has just two
managers, Ron Kinner and Ron Baker. They also have hired back Rebekah Scherer who was my contact at Bixby for
transferring Bixby warrants to some of you. | had told Gil ta please hire here because she has all of the shareholders
and warrant.holders information.

Even more important is that GPU has committed to fund all expenses to get the five test units to China and up and
running. They are also providing limited working capital for day to day expenses until the first unit.is operating
successfully.

What | was concerned abaut was whether or not they would need to raise additional capltal to survive. The
arrangements they have with GPU at this point makes it unnecessary that they raise additional capital now. Note that
GPU says they will provide limited working capital “until the first unit'is operating successfully.” We all invested I
Bixby because of the great technology. only to recently learn that the previous management was overspendmg and over
committing as they had to raise capital to keep the company alive and pay themselves.

| am going to.ask Gil and both Ron’s if we can get an extension on the exercise date of the warrants which is Tuesday,
May 31*. -Whatwould help me is if those of you who-have acquired the warrants from me would let me know If you
are interest In exercising these $2 warrants by Tuesday if my request is denied. The situation at Bixby right now is
exactly what we were hoping for and is a good reason to consider exercising your warrants. We got a reprieve in the
nick of time. There will not be any BS coming from the new management. Please let me know before mid day Tuesday
of what you want to do.

Regards,

Paul Crawford

(ofc) 612-676-1436
(el SRR

6
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f’\ . From: Rebekah R. Scherer
Sent: Friday, May 27, 2011 2:25
To: Rebekah R, Scherer
Subject: Bixby Energy Systems Shareholder Letter

Dear Shareholder -

Attached is a letter o all shareholders. We have also attached a picture showing the instaliation of our first test unit in
China.

Best regards,

Rebekah Scherer

Rebekah R. Scherer
fm\ IP/investor Relations
763-404-7800
M-W 7:00-3:30 Th 8:00- 4:30 F 8:00-12:00
Bixby Energy - "Redefining the !.=uture of Energy"”

www.bixbyanergy.com



CASE 0:11-cv-03656-JNE-JJK Document 166-2 Filed 09/17/15 Page 50 of 66

May 27, 2011

To our fellow shareholders:

In line with our commitment to lceep you informed, the following is a recap of activities since
our last letter.

First, our main objective has.been to get machines finished and installed. 1t is critical that we
have our test units up and running in China. 'We can report that the fourth test unit will be
shipped to China this week:. Progress is continuing on the installation of our first test unit in
China, Our current expectations are that we will have “first gas” from this test unit by late June
or early July. We will continue to update you on the status of all of our test units in future
communications.

Second, last week we and our attorneys met with GPU principals and its attorneys to fashion an
'updated agreement. There were extensive meetings throughout the weelcand we were able to
craft arevised agreement. Under the revised agreement, GPU will continpe to be our exclusive
representative for the People’s Republic of China. Bixby will license its technology to GPU and
they will be responsible for the manufacturing, selling, installing and servicing Bixby units in
China. Appropriate controls are written into- the agreement including regular reporting, onsite
inspections by Bixby-and legal remedies to assure we are protected going forward. The
agreement is structured so-that there are initially minimum quarterly payments then switching to
minimum annual payments. The ngreement also fully protects Bixby’s current and future
intellectual property in China. Before GPU can deliver our technology to a customer, the
custonier must also agree in writing to protect our intellectual property.

Bixby personnel will be providing technical support and oversiglhit including regular audits and
inspections, Bixby personnel will be assisting GPU in setting up manufacturing operations.

As partof our contract discussions with GPU, they have committed to fund all expenses to get
the five test units to China and up and running, They have also committed to supply some very
limited working:capital for day to day expenses until the first unit is operating successfully.
Then, Bixby will receive the licensing fee on additional units. This financing is in the form of
interest free loans to be paid back gradually as we receive licensing fees downstream.

Based on the monies that will be provided, it was mutually determined that it was not practical to
enpage Matrix Associates as the outside management firm for Bixby. Matrix gave us some
initial advice but did not provide any interirn management for the Company. Accordingly, we
will have minimal staff for the near term. Ron Kinner will continue as CFO and be respousible
for the day to day running of the business. Ron Baker will be responsible for all field operations.
We will have one or two other staff to assist in the office.

Since we are now operating with a very lean staff, we cannot answer all your questions as
quickly as we would like. Permit us lo deal with two questions that have been raised in response

6893 139" Lane NW, Ramsey, MN Phone: 763-404-7800 Fax: 763-421-2777
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Bixby Energy Systems, Page 2

from shareholders. First, we were asked about our plans to go public. The honest answer-is that
there are a number of compliance issues-that will need to be resolved with the Securities and
Exchange Commission and other agencies before that can bappen. This will take time and
money and, therefore, may not be completed this year. We believe that building a solid business
made] with a real revenue stream is our top priority and is in the best interest of all of our
stakeholders.

Anather question was about the timing of a shareholder meeting. We are cammitted to holding a
meeting as soop as it is practical. We are advised by counsel that we will need to comply with all
SEC regulations before we can hold a shareholders’ meeting, This will be costly, and take time.
Your patience is appreciated and wé will provide updates on the status of a shareholder meeting.

In regards to Bixby’s intellectual property, our patent atforneys are continuing to do the
necessary filings to protect our technology. We have a filing due for the EU and a few other
countries, We will be using our limited resources to complete these filings. ’

Qur entire focus for the foreseeable future will be to get the five test units up and running in
China-and clean up our legacy problems. If we can accomplish this, we will have proven
technology and have established a solid base from which to grow. We will continue to update
you on the status of all of our endeavors as soon as we have solid information to report.

Best Regards,
Bixby Board
Gil Gutlmecht, Chairman

Ron Kinner
Jim Bergeron



CASE 0:11-cv-03656-JNE-JJK  Document 166-2 Filed 09/17/15 Page 52 of 66

EXHIBIT 24



CASE 0:11-cv-03656-JNE-JJK  Document 166-2 Filed 09/17/15 Page 53 of 66

From: Paul Crawford <pc@crawcap.com>
Sent: Sunday, February 26, 2012 1:13 PM
To: Paul Crawford

Subject: FW: Letter from Bixby Energy Systems

Attachments: Bixby Letter 2012-02-24.pdf

As you can read In the attached Bixby Letter they are struggling financially. They are doing everything they can but the
S.E.C. apparently won't let them make any solicitations to raise capital other than through the exercise of

warrants. GPU has invested millions into this technology. What they are doing now is assessing and redesigning
portions of the entire coal handling system and the chiller and modifying the goal gasification system. Would any of you
be interested if | could get 2 deal for you to acquire Bixby shares for 50-cents?

Regards,

Paul Crawford ROp—

From: Rebekah R. Scherer ilto:rebekahs@bixb .com)
Sent: Friday, February 24, 2012 3:58 PM

To: Rebekah R, Scherer
Subject: Letter from Bixby Energy Systems

Please see the atlached cammunication from the Bixby Energy Board of Direclors.

Please Note: This communication may conlaln sensitive information which, if released generally, could compromise
future negotiations for the rights to Bixby Technology. Please do not disseminate or farward without the written
permission of Bixby Energy. Thank you.

TPOIR.

EXHIBIT _ s
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February 24, 2012

Dear Fellow Shareholders and Note Holders:

We continue to work through the modifications that will be necessary to make our unit and the
gas operation fully operational in China. Discussions with various suppliers and fabricators are
nearly complete. Several pieces will take 6 to 8 weeks to construct here in the US. These parts
will then need to be shipped to China and cleared through customs (another 3 to 5 weeks), We
then need to install and startup which could be another 4 weeks. In all with contingencies for
delays, it could be July or August before we have everything set and operating in Ordos, Inner
Mongolia. Our team is working hard to coordinate all of the activities that are necessary and
monitoring progress as the required equipment is completed. Ron Baker is now in China for a
week to review matters so that work can proceed to prepare the site for the additional
installations.

‘

Our current situation has delayed our ability to complete agreements with other potential
customers including Great Northern Resources in the US. The due diligence process is taking
longer than anticipated. We are working with each interested party to complete an agreement,

Bixby continues to struggle with cash flow. We have been unable to meet our commitments to
our attorneys, other vendors and our small staff, We are also faced with covering our much
reduced operating costs to keep the Bixby doors open. We have not paid our staff this week and
without further funding Bixby will need to suspend operations for some period of time.

Bixby has struggled to get to this point and we still have a rougﬁ road ahead of us. But we will
continue to work on all issues facing Bixby and to complete the successful installation of our

technology.

Sincerely,

Gil Gutknecht, Chairman
Jim Bergeron

Ron Kinner

Dave Merhar

Bixby Energy Systems, Inc.
Redefining the Fulure of Energy

6693 139" Lane N.W.

Ramsey, Minnesota 55303

Phone: 763.404.7800 Fax: 763.421.2777
www.bixbyenergy.com
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Brandi Weckman

Page 1 of |
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From:
To:

Cc:
Sent:

Subject:

"Paul Crawford" <pc@crawcap.com>
"Ron Runck"” <
Phil sweelser”
Anderson”

rry jacoby" <|majac@springfield-sanborn.net>; "Dr.
robert reese” <INNTTISNINR , ‘Richard

; “frank dosal"

m>; “Ernie DeLanghe"”

>; "dan Nelsen”
<ross.gramstad@wamu.net>; <jryan@Johnryan.com>;

“ross gramsla

Thursday, April 15, 2004 3:43 PM
Bixby Energy Systems

Wae are arranging an investor guaranteed credit line deal through Excel Bank for Bixby Energy Systems. The
terms of this deal are attached along with other information that most of you have seen before. We believe that
this is an extraordinary opportunity that you should consider. The principal reason for the credit line Is to support
the manufacturing and sale of their very popular com and pellet space heater stove and the development of their
first home furnace that, in ils first iteration, will enable rural home owners, who today heat their home with
propane or fuel oil, to have an option ¢ use elther biomass or propanelfuel oil.

Please let me know of your interest in participating in the credit line deal.

Regards,

Paul Crawlord

EXHIBIT _ 21\ et
WITNESS ___ Toveo ’

CONSISTING OF PAGES
M
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BEHMKE REPORTING AND VIDEO SERVICES, INC
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COMMISSION
EXHlBlT

"5 |

From: Paul Crawlord <pc@crawcep.com>

Sent: Wednesday, October 24, 2007 4:08 PM

To: staley.gentry@axa-equitable.com

Subject: ‘FW: Disc Motion Update

Attachments: D!sc_Motion_PatenLLandscape_Repqﬂ_mﬁnal.doc
Stalay,

Following and attached s more Information about Disc Motlon. John recelved authorlizatlon from compliance for his
investment in Disc Motlon. | advised himto complete the subscription agreement and send it along with his check
directly to Disc Motlon,

Please let me know if you plan to proceed with your own investment in Disc Motion. | remind investors that the overall
risk in high risk, early stage investments is somewhat mitigzted by having more than one.

The ultimate success of one of these. type Investments should be big

enough to cqverthe cost of several of these type of investments.

Régards,
Paul Crawf'ord

Followlng is a quick update on the | progress of Disc’ Motion Technologies
{DMT) -.s2e attached for an investor newsletter.. The Company has cont!nued to make pmgress and | believe has all the
Ingredlents to bea huge success, = .

A) Current Round of Financing

DMT has raised about $3.5M in this round of financing. They are targeting $5M and the additional monles have been
identified. There are a number of individuals and an institution who is through the due diligence phase, have verbally
committed and should push DMT over the top within the next few weeks. As | have mentioned before, seversl top spine
syrgeons throughout the world have invested In the Company and many of them havye signed on as members of Disc
Motien Medical Advisory Board as well. The Company is 2ttending a major trade show this week and they expect to
receive additional investment dollars from more spine SUrgeons.

B) Regulatory / Human Implants

Following the approval of Disc Motion's 510K filing with the FDA and CE Marl overseas, the Company expects to have Its
first human implants in ‘ ‘ '

Qi

of 2008.

C} Exit Opportunlties

The major med!cal companies are all aggresswely pursuing acquisitions within the spine device market. The growth
characteristicsof the spine category dwarf the opportunity within the more established markets,

Read

through the Market Activity sectlon on page 3 of the investor newsletter to learn about some of the recent acquisitions.

i
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D) Distribution

DMT has already‘srgned up 14 mt’ernationall distributors and they have commitments from more than 20 spine doctors
who are ready to start uslng the TrueDyne Posterior Dynamlc Stabliizer (PDS) and the TrueDyne Dynamlc Pedicle Screws
{DPS.}

'E) CEO Search

Jud Carlson was brought mto DMT In .Ian of '06 to set up the Company in the USand to ralse capltal - he has .
accomplished. both goals (a total of over $5M ralsed-to date) and wil)- remain with the Company through at. least the end i
'of '08. In an effort to strengthen the team, a recrulting firm.has been hired to find a new CEO. DMT s Iook!ng for
someone with at Ieast ten years In the spinal device lndustry and CEO experlence, so It will-be a positivé for the

Company. As this search may be a 6 month process, Jud will spend most of '08 as President and will help; the transition -
along. Jud is in his mid 60s, the next.phase of the Company needs a younger CEQ who ls ready to bulid the mgt team,

lead the market launch Internatiénally and drlve the U.S. clinical trials, '

F} Dr. Andy Cupputino

For those of you who follow the. NFL you may recall a Buffalo Blils player having a spinal injury about 1.5 months ago.
Dr, Andy Cuppucino {an investor in DMTand ‘a member ofthe clinical advisory board) is the doc who attended to Kevin

) Everett and performed the spinal surgery. After an initial prognosis.that was quite bleak, Mr. Everett Is recoverlng nicely
and'is expected to regain full use of his limbs, Dr. Cuppur:lno Is. credited with the care that is polntlng toward a3 very
positive outcome. :

G) Medtronic’s Approval of Cervical’ Dlsc ;
Earller this fall, Medtronic announced on that; it recelved appmvai from the FDA on Its Prestige cervlcal disc lmplant
Fridiey-based Medtrorilc said the device, which is implanted in the neck to treat degeneratlve disc disease, servesasan
alternatlve toa splnal fuslon treatment o ,

We belleve this ls avery posltive deveiopment, and Medtronlc wlll beneﬂt by belng the only company wrth an-FDA
approved cervical disc. .Cervical discs are Implanted with the same surglcal approach as cervical fusions, antenorly So
the controversy between anterlor. and posterior surglcal approachesyou have in lumbar does not-exist.in cervlcal

Thrs will provrde proof that dlsc replacement Is.a better therapy: than a fusion by showing better initial results, then long-
term showling that the adjacent segments don't degenerate Tike they do with a fusion. Which translates to the same
benefit for lumbar with the right approach, posterlor In Europe, cervical discs are already rapldly cannablllzlng the
cervical fusion market. :

G) Summary .

Disc Motion Is an attractive opportunity and | en_co'u,rage you 1o consider an inves'tment fora number of reasons:

- game changing technology
-large and rapidly growing market
- well respected team and clinical advisory board
- technologies with patents, pending (see attached IP report)
- many aggressive acquirors i .
- early market acceptance of the solution
- this round is almost complete and will most Ilkely be the last opportunity for angels to anESt
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Thanks for your time and Interest, and let me know If you'd llke to discuss this exciting Company further.

Regards,
Ricle

Rick Brimacomb

Feunder -
Brimacomb & Assgclates, LLC
Minneapolis '
6128033169 .
rick@brimacomb.com
www.brimacomb.com
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Fram: Paul Crawford <pc@crawcap.com>
Sent: Wednesday, April 17, 2013 7:01 PM
To: Ron Runck; Dave & Barbara Curry; Anil & Laura Nanda; Bill Hoagland; Bill Crawford;

Degnan, William; Bob Emfield; ; Bob Hildreth; Butch Sprenger;
chenanconst@aol.com; Cindy fishman; Cush Minar; Dan Neisen; Dave Fernald; Dave

Brading; Don Schreifels; Phil; Gary Bohn; Gary Kruggel; Gary Leonard; George Hoelden;
Gerald : g _

Jim Drake; Kuhrmeyer, ; Kevin Bauer;

; Michael McKay, Mick Thorsland; Mike Sullivan;

Paul Gentilini; Rick Anderson; robert,storm@mchsi.com; Rohin
Edgar; Gentry, Staley; Steve Bruggeman; Steve Katalinich; Guy

Cc Bill Crawfard; pblankenshiplll@streamlinesafe,com; Patrick Kullmann
Subject: FW: Streamline Investment Documents
Attachments: Streamline Investor Brief 04,08.2013 pdf; Streamline 1SS ROLO03.pdf

" Alfached is information on an exciting opportunity that I want to share with you. The business is called
Streamline, Inc. T am planning on hosting a presentation lunch meeting for Streamline at my office as soon as
possible. Ineed you to respond and let me know if you would be interested in attending a meeting to learn
more about Streamline.

Attached is an Investor Brief and a summary of the savings that use of this device will produce for
hospitals. Before you read anything you should first go to the following link to see a4 You Tube video of the

device in use.

Video: http://www.youtube.com/watch?v=vrial Rinlicc

I am going to tell you why I am so excited about this. It is a fully developed preduct, patent applied, and they
already have orders and production is set. They are raising a total of $840,000 through the issuance of
1,307,692 shares at just 65¢ per share. At the conclusion of this round they will have only 4,452,389 shares
outstanding. Thus the market capitalization is only $2.89 million post this round. Their principal market is the
ICU’s in hospitals all over the world. They have applied for CE approval and are filing a 510K for approval in
the U.S. The evolution of multiple 24-hour portable monitoring devices along with medical bags, etc. that must
move with the patient have made the currently available transport systems (IV-Poles) very unstable and top-
heavy. The result is that today it requires more than one staff member to transport a patient along with the IV-
Pale. This device eliminates the need for more than one staff person and will reduce the growing number of
patient transport accidents. Just the reduction in staff time will cover the hospitals cost for this device in less
than a year. Plus Streamline has a lease program whereby the hospital administrator can sign on without
waiting on approval for a purchase. 1 predict that the Streamline transport system will scale very fast and will
be bought out at a tremendous premivm within a few years. The minimum investment is $25,000. This system
could quickly replace all the existing IV-Pole systeins all over the world. It is a huge market.

Please let me know if you would like to attend a presentation meeting to lean moere about Streamline. You can
also visil their website to learn more about this exciting product. The link to the website follows below.

Website: http://streamlinesafe.com/ e,
EXHIBIT V) . EFY.
Please respond ASAP. WITNESS Heluo\-zol
CONSISTING OF 55 PAGES
1 DATE L ek T
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——dr



CASE 0:11-cv-03656-JNE-JJK Document 166-2 Filed 09/17/15 Page 63 of 66

Regards,

Paul Crawford
Crawford Capital
(ofc) 612-676-1436
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Serlie.

Elevating intrahospital Transport

Investor's Brief

Company Profile
Streamnline™ was founded as a Minnesota C Corporation,
_ with a mission to develop and commercialize the first

Management Team
Patrick Kullinann, MBA, CEO
Rick Schultz, MBA, COO

medical device specifically designed for managing a Carisa Schultz, CPA
patlent’s diagnostic and treatment equipment during Peter Blankenship,
President, Co- Founder
Intra-hospital transports. Intra-hospital transport accurs sam Blankenship
whan a patient Is transferred to another department, Oparations, Co-Founiler

testing, imaging or other treatment or diagnostic location
in the hospital as required. Streamline has completed a
successful pilot Isaunch and i5 now ready to conduct a

Board of Directors
Rick Schultz, Chaltman

<~ ¢ Peter Blankenship
controlled full launch into the U.S. market. Successful ¢ cosmine 155 1n Patiant Transport Patrick Kullmann
regicnal sales have already occurred, proving proef of Jim Albrecht
concept commercially. Streamllne's Infusion Suspension System™ (ISS) technolopy was i:::gﬁk
Invented by the company’s co-founder, Peter Blankenship.

Legal Team

Clinical and Market Need IP: Larkin Hoffman
In the U.S. there are more than 5,700 hospitals that transpert an average of 110 patients a General Caunscl:
day, or 40,000 patients per year per hospital. Traditional IV poles accompany most patlents e PankMonty
during a hospital stay, and support the majority of their equipment. These IV poles are Contact Information
unstable, cumbersome and have remalned virtually unchanged for over a century. Today Pater Blankenship
high-tech infusion pumps deliver medications to patients and are bigger in size and welght, as S eamiines
they are required to perform more functions and track more data. Traditlonal IV poles have mﬁm_
not kept up with these changes because they are  porerere : w
now required to support weight in excess of 100
pounds of equipment. These IV pumps have Company Location
multiple Infusion lines going directly into the :zgsr'.;aslga center brive

patient’s vascular system. Since traditional and
standard IV poles are not designed to handle the
growing load, more staff are required to help
manage the patient's equipment during
transportation to another hospital location.
Transporting a single patient can temporarily
require the direct assistance of multiple nurses,
whose valuable time Is wasted, and results in
them belng pulled away from their other patients. The current method for transporting has
led to IV lines that are "snagged"” as transport and nursing staff attempt ta move the patient.
This situation exposes the patient to the risk of bloodstream infections and injuries. With a
more than 12% mortaiity rate and 250,000 cases of bloodstream infectlons annually, the
methad for moving patients and their critical equipment needs to change. As the demand for
healihtare continues to rise, providers are fesling the pressure of operational inefficiencies,
higher costs, labor shortages, and the need for patient and staff safety.

Eden Prairie, MN 55344

Confidential
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&i aamiine.

Elevating Intrahospilal Transport

Investor's Brief

Technology Offering '

Streamline’s IV Suspension System (SS) creates a fast, easy transport. method that requires less staff and is safer for the
patient and hospital employee. The two-part system automatically: attaches, and securely locks, the patient’s
equipment ta their transport device {e.g. bed, wheelchair, gurney) with the simple touch of a convenlently located
pedal. By securing the equipment next to the patient the chance of an IV line pull Is greatly reduced, as Is the chance of
incurring a life-threatening bloodstream infection. This also eliminates the need for an additional caregiver to assist
transporting the equipment, as the system now becomes part of the trapsport device. This allows one caregiver to use
both hands to. push the patient, promoting proper ergonomics. As the size and amount of equipment accompanying
patients continues to grow, this new method for managing.and transporting patients and their equipment is needed.

Management Team

The founders and management team have a significant number of combined years of experience in the patient
transportation field and the commercializatlon process for medical technologies, in all of the required functlonal areas
for success. The management team, Board of Directors, and contract service providers have many years of medical
device experience with large corporations and early stage-startups, with successfuf exits for products in the U.S., EU and
Asian marfets. '

Funding Status

To date the company has raised approximately 51 million to .complete product development and other pre-market
release activities successfully..We are seeking to raise an additional $850,000 In a final round. With these funds, we will
continue an already successful start to the U.S. launch, and begin the European launch. Streamline Is organized as a
virtual company and has demonstrated outstanding use of resources by engaging the best In class contract personnel,
maintaining a disciplined focus on milestone achlevement and carefully managing expenses. The campany’s plan
includes fully incorporating these capital-efficient procedures in the future as well,

Financial Summary

Streamline believes that it is well positioned to exhibit a significant revenue growth trajectory and attractive margin
profile. Streamiine's market studies support an ASP of $3,949 for the product. Streamline would provide combined
revenue of $91 milllon in lts fifth year of selling, a gross margin of 68% and a standard margin of 61%. The Company
expects to reach operating breakeven on a month to month basls in February of 2014.

Business Opportunity Summary

Streamline ISS Intra-Haspital Transport System is a class | 510k exempt device. it offers an outstanding opportunity for
providing patient and caregiver safety and improving the efficiency of the hospital staff in the face of critical nursing
shortages. The market opportunity, combined with the exceptional technology and cost savings, creates a business
opportunity with very significant return in value to patients, providers, investors and other partners. The Streamiine 1SS
is one of the most significant solutions in a high demand market area.

Streamtine, 1SS are Trademarks of Streamline

Confidential




CASE 0:11-cv-03656-JNE-JJK Document 166-2 Filed 09/17/15 Page 66 of 66

Fconomic Benefits

of the Streamline IV
Suspension System (ss)

TRANSPORT COST SAVINGS

A =Rmmm

»

rkmian's Comp AV EinePills

see the Seanline lV»si."\pcnqén System In ,oﬁoii '

StreamlineSafe.com =
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-------- Forwarded message -—-----—
From: Paul Crawford <pc@crawcap.com>

Date; Tue, May 28, 2013 at 7:32 PM
Subject: FW; Streainline
To: Harry Haluptzok

rLIF
EXHIBIT \2 DEFT.
WITNESS el wpv- 28X
Hamy, CONSISTING OF z PAGES
DATE L] -

BEHMKE REPORTING AND VIDEOQ SERVICES, INC.

I don’t remember if 1 sent you an earlier version of this email a few weeks ago but a lot has changed since then
that you should know about. First look at the short, 1.45 minute You Tube audio/video about

Streamline. Just enter You Tube in your search browser. That will bring you to the You Tube site. At the top
of the page is a horizontal search column where you just enter “Streamline transport system” and that will
bring you to several videos. Click on the one that is titled Streamline ISS — Patient Transport

Transformed. Also, be sure to look at the attached Investor Brief.

1 am going to tell you why Lam so excited about this. Itis a fully developed patented product, regulator
approved, they already have orders and production and distribution are set. They are raising a total of $840,000
through the issuance of 1,307,692 shares at just 65¢ per share. They only have about $500,000 of the offering
left. At the conclusion of this round they will have only 4,452,389 shares outstanding. Thus the marlket
capitalization is only $2.89 million post this round. Their principal market is the [CU’s and critical care units
in hospitals all over the world. They have been approved by the FDA, will have CE approval shortly and, as |
said, they already have orders. The evolution of a myriad of 24-hour portable pumps/monitoring devices along
with medical bags, etc. that must move with the patient have made the existing transport systems (IV-Poles)
very unstable and top-heavy. The result is that today it requires more than one staff member to transport a
patient along with the TV-Pole(s). This device eliminates the need for more than one staff person and will
reduce the growing number of patient transport accidents. Just the reduction in staff time will cover the
hospitals cost for this device within a few weeks of use. Plug Streainline has a lease program whereby the
hospital administrator can sign on without waiting on approval for a purchase which only costs $111 per month

1
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for each transport system. I predict that the Streamline transport system will scale very fast and will be
bought out at a tremendous premium within a few years which should return to shareholders a multiple
of 6 to 30 to one. This system could quickly replace all the existing IV-Pole systems all over the world. Itisa
huge market. They have also been in discussions with other hospital equipment providers who are interested in
co-marketing of their transport systems. I believe that this is very likely to happen with businesses that are
selling the portable pumps and monitors. They will have the first of this type agreement within a few weeks.

The minimum investment is $25,000. They were qualified to offer the Minnesota Angel Tax Credit which is
worth 25% of what an investor invests. However, since the 2013 allocation is fully allocated, I have asked
them to allow investors to invest by acquiring a convertible debenture that will be converted in early 2014 when
it will then be eligible for the 2014 Minnesota Angel Tax Credit Program. The credit is available to any
investor and does not require that they are a Minnesota taxpayer. The credit is what is called a “refundable
credit” which means that, if there is no tax obligation, the State of Minnesota sends a check to the

investor. This part of the deal would occur at the beginning of the following year (2015).

In summary, here you have a proven product where there is an abvious need that will improve patient safety and
reduce manpower in the transport of critically ill patients and there are no regulatory hurdles. The average
major U.S. hospital transports an average of 110 critical care patients per day. The payback here to the hospital
is inmediate from the reduction of staff needed to transport these patients. You can own 1% of streamline
(44,525 shares) today for $28,941. The gross profit margin is 61%+. The company projects to achieve a
breakeven by July 2014 and to scale revenues to almost $100 million by the end of 2016.

They have an excellent Business Plan and presentation that leaves little doubt that they will grow very fast. Be
sure to read the attached two page Investor’s Brief. Give me a call after you read this and the attachment and let
me know if you want to attend an investor presentation at my office in early June.

By the way, you should do a search of your own by searching “IV Poles.” There are numerous IV pole designs
that sell for a few hundred dollars to more than $3000 but there is nothing available that is designed to meet the
need for improved stability and that are also designed to easily and quickly attach directly to the bed when a
critical care patient is being transported. Streamline’s product is a breakthrough, more efficient innovation that
will improve patient care and safety.

Papl Crawford

(ofc) 612-676-1436

(cet) I
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From: Paul Crawford <pc@crawcap.com>
Sent: Tuesday, March 20, 2007 5:20 PM
To: William_Degnan (William_Degnan); Alex & Lucy Lavitan (Alex & Lucy Levitan); Bill

Crawford; Bo Schiller (Bo Schiller); Bob & Lori Emfield; Bob & Ruth Bringer; Bob
Anderson; Bob Hildreth; Carl & Jan Kuhrmeyer (Carl & Jan Kuhrmeyer); dan bruggeman
(dan bruggeman); Dan Mayer; Dan Neisen (Dan Neisen); Dave Fernald (Dave Fernald);
Debbie Fallon (Debbie Fallon); Don Schreifels (don schreifels); donald degnan, DDS
(donald degnan, DDS); donald degnan, II {(donald degnan, IT); Doug Selander (Doug
Selander); Dr. Phil Sweetser (Dr. Phil Sweetser); George Holden; Gerry Mueller;
Haluptzok Harry; Howard Crawford (Howard Crawford); James Lehman; Jeff Dobbs {Jeff
Dobbs); Jerry Cowan; Jerry Trooien (Jerry Trooien); Jerty Trooien; Jim Ahmann {jim
ahmann); John Kuhrmeyer (john Kuhrmeyer); Josef Kuhn (Josef Kuhn); Ken Larson; Larry
Hopfenspirger; Larry Karkela (larry karkela); Lowell Hellervik; Neil Konietzka; Nick Kuhn;
Richard Anderson; Rick Brimacomb; Rollie Stinski {Rollie Stinski); Ron Randall; Ron
Runck; Steve Bruggeman; virgil & Bonnie Brenny; W. Guy Spriggs; William bruggeman,
11 (william bruggeman, 11I); joe mooney'

Subject: New Oportunity

Attachments: A Disc Motion Biz Profile 3 06 07 (2).doc

Atlached is a short summary on Disc Motion Technologies. Disc Motion has developed the first fully
functional artificial joint for the lombar spine which could very likely replace a major segment of the spinal
fusion market which today is a $3 billion market. There are two components to their system — the TrueDisc
system and the TrueDyne PDS (posterior dynamic stabilizer). It ig the first posterior-implanted artificial disc.
The result is that patients will retain mohility and flexibility unlike any fusion device; and most surgeons will
choose this surgical approach over the current anterior approach through the stomach. Disc Motion’s devices
are covered by eight pending patents, supported by positive patentability and freedom to practice opinions.
They have completed the engineering and development of the devices and have begun producing them.

The TrueDyne PDS will very quickly replace the rigid stabilizer rods that are commonly used in most fusion
procedures. The PDS device alone will have a much wider market than the TrueDisc. The TrueDyne PDS will
be quickly approved by the FDA under a 510K filing and they will start selling it later this year in both Europe
and the US. They have commitments from a large number of spinal surgeons, many of whom are early
investors in the Company, who have committed to regular use of the TrueDyne as soon as the device is
approved by the FDA. ~ The first company with a PDS device quickly ramped up to over $80 million in annual
sales and the Disc Motion PDS is considered superior by all surgeons who have compared the two devices.

Some of you may be familiar with the huge success of Spine-Tech who developed and launched the first spinal
fusion cage system in the early 90’s, went public and then was acquired in December 1997 by Sulzer. Early
investors cashed out at an 80 multiple. Disc Motion is a paradigm-shift in the current technology used for
degenerative spinal problems and it could make obsolete all existing technologics and surgical procedures
including Spine-Tech’s. Be sure to read the attached summary and then let me know if you want me to send
you more information and a PPM. The current $4 million offering will not last very long.

Regards,

Paul Crawford

Crawford Capital Corp. EXHIBIT |O :';.FT
125 S.E. Main St., Suite 270 WITNESS __ Holuoteold i
Minneapolis, MN 55414 CONSISTING OF 3 PAGES

1 DATE o=\ ~1
BEHIMKE REPORTING AND VIDEO SERVIGES, IHC.
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DISC MOTION TECHNOLOGIES BUSINESS PROFILE

COMPANY INFORMATION

Disc Molion Technologies
1900 Corporate Blvd.
Suite 400E

Baca Raton, FL 33431

561-088-6846
jc@discmotion.com
www.discmotion.com
Year Founded - 2003

Induslry Sector: Orthopedic
Device

Funding Sought: $4.0 million
Use of Funds: Product

development, testing
European clinicals/mktg.

MANAGEMENT

Jud Carlson, Pres & CEO
Manoj Krishna, MD —
Founder and Chzirman

Tai Friesem. MD — Founder
Vijay Goel, PhD — Biosngineer
Steven Brown-Director of
Product Developmant

MILESTONES

2003 - filed first patent for a
second generatlon cervical
and lumbar disc replacement

2004 - filed a second patent
on a poslerior lumbar
anthroplasty syslem

2005 - filed for a third patent
on a poslerior facet joint

2006-Development
compleled; pre-preduction
started. 9 new patents.

2007-Sales and clinical use
projected to start in second
half of 2007.

MARKET - Oisc Motion Technologies ("Disc Mction™ or the "Company”) is a spinal device
company eslablished for the purpose of designing, patenling, developing and
commercializing the next generation of motion preservalion devices to treal degeneralive
conditions of the lumbar and cervical spine, The Company’s devices are based on lha
concept of restoring true physiclogical molion of tha spine, called spinal arthroplasty. Due to
the clinical advantages of spinal arthroplasly, it s projected to replace spinal fusion and grow
the spinal implant market from $5 billion to $15 billion. The company’s foundsrs gained
significant clinical experlence and recognized major shortcomings, now well known, with first
and second generation spinal arhroplasty devices, including arlificial discs and dynamic
stabllization systems.

To avercome the shoricomings of the earlier generation of spinel arthroplasty devices, the
company has designed and devalopad the first tolal spinal motion segment preservation
system, called the True TSMS. The principal novel feature of this system is its capacity
to be inserted In a manner much simpler than existing spinal arthroplasty systems, It
features the first posterior-implanted artificial disc, TrueDisc PL, end @ posterior dynamic
stabilizer, TrueDyne PDS lhat also serves as a semi-rigid lumbar fusion system. The True
TSMS System as the first to address all paln generators In @ spinal motion segment, the
disc, the facet and the nerve roots; with the TrueDisc-PL offering a patented, new, dual-
radius, ball-socket design that ailows lhe paired discs to be Implanted In a non-parallel
allgnment which Is surglcally easler and offers the more famlilar posterior surgical approach
to spine surgeons.

It Is estimated that only approximately 5% of patients who might be candidates for
spinal disc replacement surgery are approprlately indicated for the currently utilized
anterlorly based arthroplasty systems. That [s because the current systems do not
provide any rellef for paln generated from arthritic facet joInts or nerve compression.
The currently avallable disc replacements need to be Inserted from the anterior
approach, or front, with the assistance of a general surgeon. Spine surgeons typlcally
prefer working from the posterlor, or back, for safety and efficlency. The Disc Motion
Technologies Implants allow for arthroplasty from the posterior approach. This
technology is simpler to use than current disc replacement systems, safer, and
indicated for a much larger number of patlnnts and broader array of spinal conditions.

COMPETITION - The market for splnal lmplants is highly concentrated, wilh lhe four largest
companies, Medtronic, Johnsan & Johnson, Synthes Stratec and Stryker accounling for
roughly B0% of the markel. As thesa firms look lo expend their product portiolios, they look
lo smaller spine companies to provide novel lechnologies, crealing a unigua opportunity for
smaller, enlrepreneurial companies lo develop and commercialize novel approaches lo
spinal device development. First “player” technolegy fike thal offered by Disc Motion has
attiracted carly, premium acquisitions,

FINANCES

This summary represents the Company's anticipated use of funds over the next 48 monlhs.
In the next year, the company will have validated all devices, achieved CE Mark approva!l lo
start sales In Europe, 510K approval of the TrueDyne PDS with regard 1o its use In fusion so
sales will begin in the US and will be entering QUS.

PROJECTIONS
2006 2007 2008 2009 2010
Revenus $0.0 3500k §5.0M  $20.0M  $100.0M
Expenses 1AM 32.6M  §83M  $18.0M  547.0M
Net Incomea S(874K) $(2.5M) §(6.3M) $(6.0M) $13.0M
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-—---— Forwarded message ---------- = PLTF.
From: Paul Crawford <pc@craweap.com= EXHIBIT | Ceow DEFT.
Date: Mon, Mar 3, 2014 at 12:03 PM WITHESS Holup - ]
Subject: FW: FourCubed CONSISTING OF '—'_\LTS—_ BARE

To: Paul Crawford <pc(@crawcap.com> (& REPORTING -AND VIDED SERVICES, INC.

There is not any carly stage deal that T have ever been involved with that is more predictable to have a very
successful outcome in a very short time frame than FourCubed. Those of you who know me well know that I
am a visionary and a believer in John Nesbitt's 1980°s book Megatiends wherein he essentially said that you
don’t need a “crystal ball” to see the future, because the future is in the stories and articles in your newspaper
and other publications today. Another way to say this is “follow the money.” Attached is a recent Forbes'’s
arficle titled The Blggest Bet Ever by Nathan Vardi. The article goes on to say “In November George
Soros, John Paulson and Leon Cooperman, three of the most successful hedge fund managers ever,
quietly participated in a rights offering and beenme major shareholders in Caesars Aequisition Company
(Symbol CACQ), a spinoff from casino company Caesars Entertainment that has ownership in just
Cacesars’ online gambling assets. Their stakes — previously unreported — are all part of an unprecedented
het on the future of the $60 billion casino business in America, as states from New Jersey to Delaware and
Nevada legalize a practice that the Department of Justice said was illegal just two years ago.” Online
casino gambling is predicted to be more than double the size of the brick-and-mortar casinos gross revenues
worldwide within just a few years. This is the reason that brick & mortar casinos are betting big on Internet
gambling and consider it the “new gambling frontier.”

The question is how does this apply to FourCubed? FourCubed is not in the gambling business, as such, but
they are a leader in the linking of polker players to both online and casino poker games. FourCubed has been
operaling very profitably every year since they started in 2005. FourCubed owns online assets including Poker
Affiliate Solutions which is the largest online poker referral site today. They have a proprictary database of
over | million registered users and over 15,000 gaming centric affiliate marketers with over 6000

websites. FourCubed’s customers include many brick-and-mortar casinos including Caesars who already is big
in online gaming through Cacsars Acquisition Company as | indicated earlier.

1
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Between 2005 and the end of 2013 FourCubed grossed more than $100 million in revenues that produced an
average of 38% in gross profit margins just from affiliate referral fees. Today 4Cubed over an average month
sends out 1 million emails, has 468,287 page views, 156,840 actual visitors and 4362 real money players
engaged in playing poker at any given time of the day. In a single month in the past they have produced more
than $900,000 in average advertising revenues and $250,000 in Player Promotions. Just their average monthly
advertising revenues should more than double year over year each of the next 5 years. The amount of Player
Promotions will multiply 5 to 10 times in the next 4 to 5 years. And the number of players could increase at a
greater rate than the Player Promotions. Today the most populated state to step into the online gambling arena
is New Jersey. California will shortly sign up followed by Pennsylvania. It was announced just a few days ago
that New Jersey and Delaware are teaming up to provide a service that will make it easier for other States to
offer online gambling in their states using the NJ/Del platform. This platform will provide assurances as to the
trustworthiness of the games and insures that players are not going to be duped. Chris Carlson attended a recent
online gambling conference in London in early February. He had several meetings including a meeting with the
Caesar’s people. They have been so pleased with the quality of the links provided by FourCubed that they
increased their fee to 4Cubed per “click™ from 45¢ to $4.50. This is a huge confirmation of the quality of
4Cubed’s linkages.

Chris Carlson recently met with a person from Minnesota who has made more money for himself and investors
in casino gambling enterprises over the last 20 years than anybody else in Minnesota. I cannot disclose who
that is but I can tell you that person is close to committing to invest more than $1.5 million in 4Cubed. There is
only $2.4 million left of the 2014 Minnesota Angel Tax Credit allocation. If you haven’t already filed for
approval to participate in the 2014 tax credit program then you are probably too late. If you have applied and
been approved then there may still be time to file an allocation request, If that is approved then your tax credit
is set aside and you have up to 60-days to consummate the investment and retain the 25% refundable tax

credit. We do know that the Minnesota Legislature is planning to pass a bill to allot funds for the Angel Tax
Credit for 2015 through 2020. The people at DEED have also requested that the legislature include a special
additional allotment for 2014.

Remember, Chris Carlson has been running a very successful affiliate business linking poker players with both
online and brick-and-mortar poker games. He is raising capital to acquire other online businesses including one
of his biggest competitors. Chuis is seizing this golden opportunity that is here now as the online gambling
industry explodes thanks to new legislation that is being driven by state legislators seeking new sources of
taxes. 4Cubed is an already established profitable online gambler aggregator business yet it has the huge upside
that we all expect from a start-up. It is a “timing” deal that is well timed to the evolution of online casinos (i.e.
more money will be bet online than is bet in brick-and-mortar casinos in just a few years.) 4

You should visit FourCubed’s website at hittp:/fourcubed.com. Then click on Portfolio Overview and next
click on FourCubed Properties. That will bring you to several of their sites including Poker Affiliate Solutions
(PAS) that has more than 9,000 affiliate marketers and 500,000 rcferred players, Poker Affiliate Listings (PAL)
that has 1.3 million users, Online Poker Reports with over 7900 registered users and Your Poker Cash with
600,000 registered users. You can also see and learn about his very qualified team. 1f you believe that the
Internet is going to become a big online investment opportunity you can invest in Caesar’s Acquisition
Company which, at $13.80 has a $1.87 billion market cap and/or you can also invest in FourCubed which today

2
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is valued at just $7 million. The least I expect is that FourCubed will grow by a factor of 5 to 9 times its current
valuation over the next two to three years,

Attached is additional information about this unique opportunity which will scale very fast. Be sure to read
through the attachments too. And please contact me right away to answer your questions or to let me know
what you want to do.

Regards,
Paul Crawford

(ofc) 612-676-1436
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The Journey of Online Gaming

Online poker Jaunched in 1997. In the early 2000's there were new online poker rooms launching
every few weeks. Most of these rooms were located in Costa. Rica or on the Mohawk Territory of
Kahnawake, sovereign tribal land located just outside Montreal, Quebec. The Mchawk Territory is

home to the eldest online gaming regulator known as the Kahnawake Gaming Commission.

European Unjon (EU) laws created an interesting situation for the online gambling industry, EU
members were reluctant to.create their own legislation that would regulate or ban online poker due
to the legal status in 6ther member nations. These issues started to see a resolution when Malta

became the first EU country to regulate online gambling I 2004.

The Malta Lotteries.and Gaming Authorlty provided a safe haven for regulation to companies
wishing ta operate in the EU and abroad, Italso provided a tax friendly etivironment for players
and opetators. This.is due to EUagréements where the imosttax friendly countsey’s lawv aja‘plies‘tq
transactions; that cross borders and Maita provided tax reliefto'players in high tax countries.

‘I‘oday there are nearly a dozen EU nations that regulate online polcer in. some way. Some members
separate their player pools from other country’s player pools. This practice is known as ring
fencingand occurs:in France, Italy and Spain. Other pations-simply taxbperators that accept bets
from their residents but allow them to play with Interiational player pools.

United States Moves in Opposite Birection

There was much debate abput the legality-of online.poker in the US. There was ng federal law on
the books that specifically addressed poker played.over the Internet. The US Department of Justice
(DOJ) often pointed to the Wire. Act of 1961 as the law that outtawed online poker and casino
games. The main fault ofthis argument by the DOJ was that the Wire Act only'mentions interstate
sports betting. It makes no mention of other fornis of gambling.

Unlawful Internet Gambling Enforcement Act

jn 2006, the federal government decided that it wanted to settle:the online gambling issue once and
for all. The Unlawful Internet Gambling Enforcepterit Act was introduced to the US House of*
Representatives, Its original version passed by a vete of 317-93 anJuly 11, 2006. The bill did not
have enough supportin the US Senate and never went up for a vate on its.own merits.

Senate Majority Bill Frist, who is a major gambling opponent, attached a similar bill to the Safe Port
Act. The unrelated garnhling language was never read.and most US lawmakers did not lnow it was
even attached to the Safe Port Act until after the Senate passed the bill at the midnight hour. The
Safe Port Act passed the Senate by a vote.of 98-0 and the House by a vote of 421-2 on September
30, 2006. President Bush signed the Safe Port Act intg law on October 13, 2006.

The UIGEA did not male anything new illegal, it made it unlawful for banks to process illegal online
gambling transactions without defining what was actually illegal. The UIGEA required a second
violation. It was assumed at the time that the Wire Act made all forms of online gambling illegal




CASE 0:11-cv-03656-JNE-JJK  Document 166-3 Filed 09/17/15 Page 15 of 71

and this gave Jiability to the banls if they knowingly processed transactions forany online gaming
companies.

Online Poker Companies Leave US Market

The online poker industry awakened on October 1, 2006'to an uncertain legal enviranment in the

- United States. Some online poker rooms left the US immediately, while others waited to see if
Presitlent George W, Bush would actually sign the bill into law. Once President Bush signed the bill
aon-October 13, 2006, ather companies ceased thelr US facing business.

Four Major Brands Stayed in Market

While Party- Poker, iPoker, Ongame, and other primarily European facing online poker companies
.left the US market; four big names.continued to operate. PokerStars; Full Tilt Poker; Ultimate Bet
and-Absolyte Poker continued servicing US players, as did many smaller operators. This created
two very distinct online polter markets, one thataccepted US players, and another that'accepted

players.only.fiom the rest.of the-world.

Black Friday

The first four years after the UIGEA passage saw little change in the jndustry. PokerStars and Full
THt Poker thrived as the:number onle and two rooms respectively. There were some payment
processing issiies, butall appeared to be normal until April 15,2011, That day, known as Black-
Friday in the pnline poker world, saw an indictment unsealed against PokerStars, Full Tilt.Poker
andAbsolute Poker. Assets were seized and .officers of these companies were accused of violating.
the UIGEA and state gambling laws; Several payment protessors were also indicted.

Wire Act Clarified

The DOJhad.used the Wire Act as thelr proof that enline poker was iliegal. A new opinion of this
law was réleased in Decemmber 2011. This opinion stated that the Wire Act did not apply to online
poker, casinos ar lotteries If it was explicitly legal under state laws. Intrastate online poker was
already known to be legal if regulated by states, but this opened the door-for interstate compacts.

States That Have Passed Ounline Gaming Regulations

Three states have legalized. online poker within theirborders. One state has Jive online poker at
this time, although it seems certain that there will be regulated online poker in all.of these states in

2013.

Nevada

Mevada dealt the historic first online gambling hand in the United States.on April 30, 2013, Nevada
also became the first state to create gnline polcer regulations in December 2011, The Nevada
Gaming Control Board was given this power in July 2011 by the state legislature. A tota] of 23
companies have been approved as licensees in the state and many more are in various stages of the
suitability process. These include casino operators, software companies, slot- machine
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manufactirers, affiliates and Internet security companies. Online sports’ betting has been live in

Nevada since 2010.
Delaware

Delaware took a-different approach than Nevada, The Delaware Lottery will manage the online
ganibliiig industry, which includes online poker, lottery tickets and casino games. This was

he Delaware Legislature in June 2012. ‘Delaware has recelved applicatioiis from 14
companies and will.determine which of these operators will become licensed in the state by June
30, 2013. Delaware éxpects to haye online gambling live by September 30, 2013.

New Jersey

New Jersey hecame the third state to Jegalize online poker in February 2013. New Jersey also

passed online casino regulations. Atlantic City casina companies will manage all online gambling
operatiens. The state hopes to revive Atlantic €ity's striggling casino market that fell te number
three interms of gaming revenue béhind Peansylvania in 2012. New Jersey had the opportunity to-
be the first state to regulate-online gambling in January'2011. That hill was vetoed by Governor
Chris, Chiistie due to state constitutional concerns that require aii gambling tobe located in Atlantic
City. Itappears that two years later Govérhor Cliristie dismissed those concerns as he signed a
simtlar billinto law.”

States-withactive online poker bilis

California

The.state has two live bills seeking to regulate online poler ~SB 51 and SB 678, but there has been
a near-total lack of new information regarding either in thie last two months or so. SB 678 remains a
-placehalder bill, providing little in the way of specifics. SB 51 is a reintroduction ofa bill that failed
to gain tractiori in 2012,

Illneois

SB1739 is the much talked about bill that would bring a variety of regulated online gambling to
lllsno:s, Including pOkEl The bill remzuns the sub;ect of much debate among lilifiols-politiclans and

Meanwhile, another bill related to online gambling ~ SB1955 - has been amended to broaden the
scope of online gamies the lilinois Lottery can offer. The bill was originally designed to allow the
llinois Lottery to offer Lucky Day Lotto, My3, Pick 3, and Pick 4 ganies online, but the amendment
expands thatlist to all "draw-based” games.

What's a "draw-based"” game for the purposes of this bill? Per the amendment text: "games where a
series of numibeis.or characters are determined to be the winning numbers or characters by a
mechanical or computerized random number generator at a drawing time specified by the
Départment.”
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Massachusetts

A recent amendment to the state's budget bill.in the House seeks to regulate online poker.

No recent movement on either of other two bills, one for online casino gamesand one for onine
lottery sales, that remains in conimittee.

Texas

Anumber of poker-related bills are in play. But even baclers think the prospects of any gambling
expansion in Texas are slim,

Where Does'Online Gaming Go From Here?

‘Nevada has just begun dealing online gaming hands(4/30/2013), whilé two other states have
passéd online.gambling legiskition. More states are sure to pass theirown legislation in the search
for additional taxable sources, Neviada and New Jersay ave in a race to.operationalize onlirié gaming
to become the hubs for this emerging ecommerce sector in the US. N] recent legislation calls:for
legalization of anline casinos as'well as poker. Sports betting will be sooii to follow. Logic and the
markes has dictated that pnline. pokerwill regulate first with casino and then other forms ofonline
gambling to follow;

After the States havé intrastate regulations understood, [nterstate and potentially cross country
> compacts-will be establiskied to provide.a larger Hquidity'pool for players in online poker. This is
QW\ similar to seén iow. with interstate lotteriés aind Powerball, whith generate gigantic prize poolsand
. draw massive participation.

FourCubed is uniquely posjtioned to-deliver valuable gamers to online gaming operators. Our
primacy focus has been specifically in the online poker world. This lines up with the path of
regulation. We also ltave experience generating online casino traffic, which will be valuable in the

“fafure as the regulatorypath unfolds.

We have developed highly valued assets, tools, and methods for developing new and sticky Internet
traffic related to onlirie gaming. The value of these will inicreasé dramatically in the newly regulated

marlcets of the USA.
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FOURCUBED-ONLINE GAMBLING SERVICE

The two most important elements for an exceptional and very likely to be a huge successful deal,
are the quality and experience of the principals and the timing to non-controllable events. The
right people at the right place and time can be characterized as the “perfect storm.” This is the
reason that I am very excited about FourCubed. It is the right opportunity at exactly the right

-time and is empowered because of the success already achieved in this market segment by
FourCubed’s founder, Chris Carlson starting in 2005.

What are the events I am speaking of? I am speaking about the fact that alinost every state in
the U.S. is looking for sources of new tax revenues combined with recent new federal regulations
that permit online gambling. You would not know about these events unless you had been
following what has been going on in the online gambling world. In 2005 Chris Carlson
launched FourCubed which became a very profitable online business that eamus fees by linking
poker players with reputable online poker games. He recently was introduced to me by Rick
Brimacomb. We met at my office and he told me about these events that, curiously enough, I
had been following with a lot of interest. He explained his plan and I immediately committed to
help him raisc the $800,000 he needs to take advantage of the tremendous opportunity presented
by the evolution today of online gambling. There is no speculation on what is going on and
where it is going and Chris’ business is going to become one of the fastest growing and most
profitable online businesses you will ever see or hear about.

‘When Chris came to me he told me how he had started an online affiliate marketing business that
had scaled to more than 8000 websites referring gamblers to 700+ Poker playing sites over eight
years that produced $100 million in transaction fees for FourCubed. Just between 2008 and 2010
FourCubed grew from $7.9 million to $13 million in gross revenue and net operating income
grew from $643,000 to $871,000. During that same time period growth of the World online
gambling market grew from just under $9 billion to more than $35.8 billion while the U.S. online
gambling market grew from $8 billion to $11.9 billion by the middle of 2011 and then
everything collapsed. That happened because the U.S. Department of Justice ruled in April
2011 that using credit cards for online gambling was a chargeable felony pursuant to money
laundering regulations. That ruling ended online gambling participation for U.S. citizens. It also
eliminated U.S. citizens from playing online polcer which cut FourCubed’s business by 40%.
Despite this setback, FourCubed still remained profitable due to the large number of foreign
poker players in Chris’affiliate networle. Then in December 2011 the DOJ issued an opinion
letter on the Wire Act that completely overruled the April decision and opened the door to each
state to determine if online gambling could be made available in their state.

The biggest thing going on now, as a result of the DOJ action, is that more and more states are
realizing that they now have the right to allow online gambling and that they can tax it. In
addition, the major casino operators in Las Vegas and New Jersey now see a big opportunity for
them to establish virtual, online casinos. What this tells us is that legal online gambling is going
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to explode worldwide. Chris Carlson has been in touch with all the major casinos because they
are aware of his business which brought poker players into both online as well as “brick-and -
mortar casino poker games. Several major casinos are now seeking his help and advice in
recruiting gamblers as numerous virtual online casinos are going to be launched starting in 2014.
The major casino operators expect online gambling to grow much faster than their conventional
brick-and-mortar operations which have seen their revenues declining for the last several years.
There have been many news articles recently about the growing number of states that are moving
fast because online gambling will be a major source of new tax revenues. Attached is a pdf
copy of arecent article in Business Week titled The Case for Legalizing Online Gambling. The
lead paragraph states “In a victory for fun, liberty, and sound fiscal policy, New Jersey has
become the third state after Delaware and Nevada to permit online gambling within its borders.
A dozen or so other states will consider doing so next year. By 2023, according to a forecast by
Bloomberg Industries, annual online gambling revenne could reach $23 billion nationwide. In a
just world, it would be legal in all 50 states.” There are two bills in Congress. One would
legalize all forms of online gambling, except sports betting and would be federally reguléted.
The second bill proposes a 4 percent federal tax on operators and permits states to collect up to
an additional 8 percent. It is expected that the two bills will be combined. The article describes
it this way. “Finally a federally regulated system would help move online gambling toward
licensed-and taxed-domestic operators. Gamblers could be assured that theix financial
transactions are safe and legal and that the games aren’t rigged. Public officials,
meanwhile, would be rewarded with a windfall: Taxing ouline wagers could lead to as

much as $41 billion in revenue over 10 years.”

FourCubed is in the right place at the right time and will substantially profit from this new
opportunity. Chris’ already successful business connecting poker players with online games will
be expanded to all other online gambling games including craps, blackjack, roulette, baccarat,
video poker and very likely virtual slot machines.

He has set in motion a number of new initiatives including acquiring his biggest competitor
which will more than double the number of gamblers actively involved in just the poker
affiliations. He is also going to expand the affiliate referral business into new casino games and
sports betting. He is also preparing to build specific apps for online gambling through smart
devices like iPhones and all other handheld devices.

To accomplish all of this he needs to add additional staff to increase his scarch, social and email
marketing campaigns. He also nceds to deploy the latest analytic data gathering capabilities
which are essential for attracting advertisers and he has already booked $250,000 in new add
revenues. And, he needs more staff for the casino advisory side of his business that will work
directly with casinos all over the world in helping them all get a picce of this huge pic.

FourCubed will be a leader in the emergence of online gambling. And they arc way ahcad of
anyone else in the Jucrative gambler affiliate reterral side of the business and the major casino




CASE 0:11-cv-03656-JNE-JJK Document 166-3 Filed 09/17/15 Page 20 of 71

operations will ultimate want to acquire his business. This is one of the best opportunities you
will ever have seen becausc of its liming to current events. It is as I stated in the beginning of
this narative, The perfect storm. And what I especially like about FourCubed is that it is a
sound, cloud based, virtual business that can scale very fast.

While this is an early stage opportunity it is the first one that I have been involved with that has
been operating profitably since it was launched in 2005 and the timing of this deal couldn’t be

any better.

Regards,

Paul Crawford
Crawford Capital Corp
(ofc) 612-676-1436
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EXHIBIT 31
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From: "Paul Crawford" <pc@crawcap.com> <pc@crawcap.com>
Sent: Friday, October 13, 2006 3:51 PM
To: “William_Degnan (William_Degnan)"; "Bill Crawford"; "Bob & Ruth Bringer"; "Bob

Anderson”; "Bob Hildreth"; "Carl & Jan Kuhrmeyer (Carl & Jan Kuhrrmeyer)”; “cush
{cush)"; "dan bruggeman (dan bruggeman)"; "Dan Mayer"; "Dan Neisen (Dan Neisen)";
"david anderson (david anderson)"; "Debbie Fallon (Debbie Fallon)”; "Denny Magers
{denny magers)”; "Dick Parry (Dick Parry)”; "Don Schreifels {don schreifels)"; "donald
degnan, DDS (denald degnan, DDS)"; “donald degnan, I (donald degnan, I)"; "Dr. Phil
" Sweetser (Dr. Phil Sweetser)"; "Gary Brummer (gary brummer)”; "George Holden"
<612-269-7456>; "Gmeyer@Townnews.Com”; "jirn ahmann {jim ahmann)”; “John
Kuhrmeyer (john Kuhrmeyer)"; "John Leffler (John Leffler)"; “judy holden wright"; "Larry
Hopfenspirger"; "Larry Karkela (larry karkela)"; "mary magers {(mary magers)"; "Mick
Thorsland”; "Neal Konietzka"; "Nick Kuhn"; "Richard Anderson"; "rick anderson (rick
anderson)”; "Rick Brimacomb"; "Rollie Stinski (Rollie Stinski)"; "Staley Gentry"; "Steve
Bruggeman”; "W. Guy Sariggs"; "William bruggeman, III (William bruggeman, 1)"
Subject: Investor lunch meeting

| am hosting a box lunch meeting for Space Data investors at my office on Tuesday, October 24" at noon In my office.
Jim Knoblach, whao Is the new COO for Space Data, will.be conducling the mesting. Theay have lots of news Including
information about the additional spectrum they acquired In the FCC Auction 66 which closed in late September. They will
also give us mare detalls on the $49 milllon military contract.

This meeting is principally for existing shareholders but lat us know if you know of someane who would like to conslder
becoming an investor.

If you haven't been lo my new office we are now located immediately above the Pracna Restaurant in St. Anthony Main.
Our address Is 125 S.E. Mam St., Suite 270. There Is a parking ramp immediately behind us on 3 Ave S.E. between
University Ave S.E. and 2™ St. S.E., just one block SE of Central Ave. Take the elevator down to the Tunnel (marked as
T) which will bring you directly into our building. Head toward the Pracna sign and turn right to the elevator. Exit the
elevator on the 2™ floor and our office is immediately to your right.

If you have any questions call ma at my office at 612-676-1436.

Regards,
Paul Crawiord

EXHIBIT 2/7%

COMMISSIO /
7 /s §
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EXHIBIT 32
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From: MPaul Crawford" <pc@crawcap.com> < pc@cmwcap com>
Sent: Sunday, March 11, 2007 155 PM
To: "William_Degnan (William_Degnan)"; "Bill Crawford' "Bob & Ruth Bringer"; "Bab

Anderson";"bob emfjeld (bob emfield)"; "Boh Hildreth”; "Carl & Jan Kuhrmeyer {Carl &
Jan Kuhrmeyen)"; “cush (cush); "dan’bruggeman (dan bruggeman)" "Dan Mayer"; "Dan
Neisen (Dan Neisen)”; "David Andersen (david anderson)”; “Debbie Fallon (Debbie .
Fallon)', "Denny Magers (denny. magers)"; "Dick Parry {Dick Parry)"; "Don Schreifels {don
schreifels)"; “donald degnan, DDS (donald degnan, DDS)" “donald degnan, I (donald
degnan, II)"; "Dr. Phil Sweetser (Dr. Phil SWentser)" “Gary Bohn"; "Gary Brummer (gary
brummer)*; “Gerry Mueller”; “Jim Ahmann (jim ahmann)"; "John Kuhrineyer {iohn
Kuhrmieyer)"; "John Leffler (John Leffler)”; “judy holden wright"; "Larry Hopfenspuger"
“Larry Karkela (larry karkela)"; "mary magers®; "Mick Thorsland"; "Neil Konjetzko"; “Nick
Kuhn"; "Richard Anderson”; “rick anderson (rick anderson)" “Rick Brimacomb"; “Rallie
Stinskl (Rollie Stinski)*; "Staley Gentry"; "Steve Bruggeman" "W. Guy Sprlggs", "William
bruggeman, Tl (Willlam. bruggeman; I)*; “george holden'; "Brad Smegal (brad
smegal)"; “Dave Fernald (Dave Fernald)"; “Emie DeLanghe (Ernie Delanghe)”; “Frank
Dosal (Frank Dasal)"; "Harry Haluptzok”; "Jerry & Mary Jacoby"; "Joe.Mooney®; "John
Fltzgerald (John Fitzgerald)"; "John Scheef" “manish agarwal"‘ “Ron Runcl” :
Subject: Dusc Motion

lam hosting @ box lunch meellng al my office at noon on Tuesday, March 13"’ for a very exciting opporlunlty ina
revolutionary new device to replace spinal discs. The-name of the companhy is Disc Motion Technologles. ‘They ere tha
first company lo have literally created an artificial Joint fof the spine. It Is fully tested and will be ready for sale in one year.
Itis the first spinal implant device to overcome the demabllization problem with most all spinal surgeries which practically
always require the fusing of two or more.vertebras. Il.provides complete moblll;y and stablllzatlon This produot could be
a blockbuster In a very short period of lime. : E a3 E -

. According lo Orthopedics This Woek lhe Splpe Care, markal in 2005 was & §3 bllll n marketplace and |s expscled lo grow
to $15 blllion by 2018, -Disc Motion's technology Is a.major paradigm-shit In {he e aclive Lrea(menl of patlents needing
surgery to eliminale the signifleant pain from nerve Implngemenl from delenoraled dlscs Jud Carlson, President and

CEO will be presanﬁng

| am sorry that | couldn't get this information o you sooner. Howe\Jer, I! you can't make tha Tuesday lunch meeling at my
office there are' Vo more mestings as fouows : ‘

A T:00 a.m. breaklast mesling at the Mlnneapoll.. Club on Tuesday March 13ith. hosted by Rlck Brlmacomb
A noon lunch meating at the Minneapolis Club on Wednesday, March 14™ hosted by Rick Brimacomb.

You definitely should taks the time lo learn aboul Disc Motion. Let me know If you plan on altending one of the meetings
ar If not, if you wotld like to recsive morae Information.’ Also let me know If-you nead directions to elther meeting.

Regards,

Paul Crawiford

Crawiord Capital Corp.

125 Maln St. S.E.,; Suite 270
Minneapolls, MN 564.4
(ofc) B12-878-1436 '

ifaxi"e12'-676-1438

COMMISSION
EXHIBIT
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Frorm: Paul Crawford <pc@crawcap.com>
Sent: Monday, October 23, 2006 4:44 PM

To: cush (cush); Gerry Mueller; Bob & Ruth Bringer; Bob & Lori Emfield; Haluptzok Harry;
- Bradley.Smegal@wachoviasec.com; Bob Hildreth; Steve Bruggeman; 'Ron Runck';
Richard Anderson; ‘Schreifels, Don'; Neil Konietzko; Lowell Hellervik; Joy Lindsay; John

Kuhrmeyer (john Kuhrmeyer); collinsparadise@msn.com; ||| | G
Subject: Neuro Stimulation, Inc.
Attachments: NSI_Executive Summary_Business Plan_July 2006.doc

| am very pleased lo announce that | have been retained by Neuro Stimulation, Inc. (NSI) to assist them in ralsing a small
amount of capital 1o launch an Incredible new Transcutansous Electrical Nerve Slimulation Syslem (TENS) for the
treatment of chronic back pain. There are more than §1 milllon chronic back pain sufferers Just in the U.S, TENS
technology has been araund for a long time and Is an approved technology to eliminate a patlent's severa and chronic
paln by interrupting tha signal to the brain. NSI's new portable TENS device Is so simple to use it will quickly pass
through the FDA and be approved for sale in the over-the-counter (OTC) market. NSI's portable TENS Is a quantum leap
in the technology used in existing wearable back pain TENS devices.

What I especially like about their device and the technology is that it incorporates a special carbon impregnated thin film
that provides the interface between the users back and the device. This disposable component can only be used once
and will retail for just under $2. The cost is reimbursed pursuant to exisling codes for patients that have a prescriplion.
The company will have a working prototype of the system within 5 to 8 months and will quickly pass all regulatory hurdles
and begin selling the device within 12 to 15 months.

They need cnly $1.5 million to complete the design and produce several working prototypes and to establish
manufacturing, Inifial marketing and distribution. The deal | have made with NS| Is that my “syndicate” will acquire 20% of
the company for the Initial $1.5 millicn and then can duplicate that amount after NS| proves efflcacy of the technology
which would mean the *syndicata” would then own 40% of the company.

I NSl's partable TENS device can penetrate as little as 5% of the 51 milllon chronic back pain sufferers their annual sales
of the disposable film alone would exceed $100 million and would generate more than $70 million in gross profits. The
approval process will be fast because TENS Is an appreved and widely used treatment for pain. Because the device does
nat need a trained technician to apply it, it will be approved for sale over-the-counter. In the OTC markel they could sell
many more people than the 51 milllon people who require trealment of relief from chronic back pain.

Once NSI has successful launched the back pain device they will begin the pracess of applying their technology to other
devices to Ireat other chronic pain condilions such as restless leg syndrome, carpel tunnel syndrome, chronic neck and
shoulder pain, clusler and migraine headache pain, etc. [n addition they have some great ideas lo improve implanted
TENS devices. Implanted TENS is one of the fastest growing segments in the medical device induslry.

| am hosling lwo box lunch investor meelings at my office at noon cn Tuesday, October 31* and on Tuesday, November
14™,

| have atlached a copy of their Executive Summary for your review. Be sure to lake the time to read the biographical
infermation for the principals on pages 18 through 22. Lel me know if you can altend one of the box lunch mestings. And
lel me know il vou need directions to my new office at St, Anthony Main.

Regards,

Paul Crawford
(ofc) 612-676-1436

PLTF.

EXHIBIT |4 OEFT.
WITHESS HaluP-zok
CONSISTING OF \  PAGES
DATE G4~ -5

1 BEHMKE REPORTING AND VIDEO SERVICES, INC.
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From: ' "Paul Crawford” <pc@crawcap.com> <pc@crawcap.com>,
Sent: Friday, November 24,2006 12:42 PM
To: “William_Degnan (William_Degnap)"; "Bill Crawford"; "Bob & Ruth Bringer"; "8cb

Anderson"; "bob emfield (hab emfield)"; "Bob Hildreth"; "Carl & Jan Kuhrmeyer (Carl &
Jan Kuhrmeyer)"; "cush (cush)*; "dan bruggeman (dan:bruggeman)"; "Dan Mayer"; "Dan
Nelsen (Dan Neisen)"; "david anderscn (david anderson)’; *Debbie Fallon {Debbie
Fallon)*; "Penny Mageérs (denny magers)" “Dick Parry (Dick Parry)"; "Don Schreifels (don
schreifels)’; “donald degnan, DDS (donald degnan; DDS)"; "donald degnan, lf.f(d_o,nald ,
degnah, T0)";."Dr. Phil Sweetser (Dr. Phil Sweetser)"; "Gary Bohn (Gary Bohn)";"Gary
Brummer (gary brummer)"; "Gmeyer@Townnews.Com”; "Jim. Ahmann (jim ahmanri)*;
“John Kuhrmeyer (john Kuhrmeyer)"; “Jahn Leffler (John Leffler)”; *judy holden wnght"
“Larry Hopfensplrger“. "Larry Karkela (Iarry karkela)"; "mary magers"; "Mick Thorsland";
"Neil Koniatzko"; “Nick Kuhn' “Richard, Anderson®; “rick anderson (rick anderson)”; “Rick
Brimacomb*; "Rollie Stinski (Rolile Stinski)"; “Staley Gentry"; "Steve Bruggeman"; "W,
Guy Sprlggs "William bruggeman, Il (William bruggeman, TII)*; george holden™

Cc: “'Gerald. Knoblach" "Jlm Knoblach*"

Subject: SKY 50 loan deal, _

Attachments: - : SKY50 FlNANCING TERMS.dog; Krioblach, Sky Fifty, LLC Subscnptlon Agreement.DOC
’ sky 50 doc DDC '

Attached are three documents - The SKY 60 Flnanclng Terms :'.ummary| and. lhen two documents that have to be signed
if’ you declde lo participate i in the specjal loan deal ’

The Knoblachs believe that the balance of the monay ralaod lhmugh the SKY.50.L.L.C. wil provlde sufficlent additional
working capital for Space Data to complele Its mlsslon and for lhe company to, sustaln proﬂlable operations by late 2007..

$38.76 of the $50 mllllon loan to Spaca Data through SKY 50 has already been ralsed and Space Data has been making
monihly interest payments since-July. Interest only payments will continugé to be made unfil June 2007 when they will
begin making monthly interast plus principal payments until June 2000 when the loan will ballocn Space Data has no
other significant debt.other than the loan from SKy 50. 100% of the spectnlm Is pledged as collaleral for this Ioan The
most recent appraised value of the spectrum-Is $120 mililon. . = * = =+

it appears that the U.S. Alr Forceis movlng at a faster paca I terms of committing ponlons of tha $49 million conlrac! fo
specific projects in Iraq and Afghanistan. Thls ]s good for Space Dala. . ...

If you want to consider this special Sky &0 loan deal Ihe key for any of you ls what Imerast rale you will be charged by
your lender. Same of the shareholders | have spoken to, have-lold me that they can - horrow money al less than prime. [f
you can borrow $250,000 at say 7.26% (1% balow ths currant prima ratef and then loan k to Space Data through the -
L.L.C. you will be paid 11.375%. It would cost you §1510 per.month and you would receive $2370 per month In interest
payments laavlng you with $860 In your pockel Plus you would be Issued 3, 158 5-yaar, $9.50 Spaca Data warranls

If you are interesled contzct me or eilher Jam of Jerry Knoblach at 480-722—2100 and complele the anacl ed Subscrlpllon
Agraemant and Lelter of Investmant Intent and the Sky 50 LLC Agreement and send them directly to Space Data.

Regards,

Paul Crawiord
Crawford Capltal corp.
(612) 676-1436

COMMISSION .
EXHIBIT
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From: Paul Crawford <pc@crawcap.com>

Sent: Wednesday, August 24, 2011 6:10 PM
To: ‘Anil & Laura Nanda'; bhoagland@squidink.com; 'Bill Crawford'; '8ill Dagnan (bill

degnan)’; 'bill mcgulgan’; 'Bob &.Ruth Bringer’; Bob Hildreth; butch@destiny-
homes,com; 'Carl Torarp’; : 'cush (cush)’; Dale: Meierbachtol; 'Dan
Nelsen’; 'Dave Fernald’; ‘Do Estas’; 'Don Schreifels {don schreifels)’; ‘Doug Selander’;

. 'Gary Bohn (gary@bohnwell.com)’; 'Gary Kruggel’; Gary Minard; ‘george holden’;
*’ "Jerry Cowan'; Jlbehnke@frontlernet.net; joe Kowalcik; Joel
Dixon; John & Julee Rimarcik; 'John Fitzgerald'; John Kuhrmeyer (john Kuhrmeyer),

"John Lefiler'; john meierbachtol; ‘Karen Brown'; karl bohn; Kevin Bauer;

.com; 'Larry Hopfenspirger'; 'Larry Karkela (larry karkela);

"Lowell Hellervik’; 'Mark & Judy Wilodson'; 'michasl McKay'; ‘Mick Thorsland'’; "Mike &

Susan Sullivan'; "paul gentelini’; paul@allstarfinancial.com; 'Richard Sommerstad’; 'rick

anderson (rick anderson)’; 'Rabert (Bob) Klefsaas; robert storm@mchsi.com; ‘Ron

Runck’; _ Ryan Albrecht; ‘Staley Gentry'; Steve Bruggeman;

steve@cooperativedairy. com; 'Tim Kocina' travlsplut@yahoo(com, W. Guy Spriggs

Subject: © FW: Recent New's about

Attachments: $53 8 in US 4G could spell $1518 contribution to GOP and 771000 Jobs 8-22-2011.dog;
oo .Why Software Is Eating The World 8-20-2011.doc

Attached isa copy of a new repart from Delontte stating that the mobile Industry could invest up to $53 blllion in "4G" -
networks:between 2012 and 2018, contnbuttng up to $151 billion in gross domestic product growth and creating up to
771 000 jobs. Also attached is an artlcle by Marc Andreessen titled Why Software Is Eating The World. These articles
are more valldation of the evolution of the next generatiop of moblle, 4G communlcatlons and the huge potentlal from
the developmentof “cloud” based software services,

If you Google Marc Andreessen you will nead on Wikipedia the followlng, s an Amerucan entrepreneur, investar,.

- software englnear and mult;-mllhonaire best known as co- -author of Mosalc, the first wldgly—usad web browser, and co-
founder. of Netscape Communicatlons Corpuration He founded and later sold the soﬂware company Opsware to
Hewlett- Packard. Heisalsoa co—founder of Ning, a company which provides a platform for soclal—networkmg
websites. He sits on the board of directors of Facebook, eBay, and HP, among others. Andreessen is a frequent keynote
speaker. and guest atsilicon Valley conferences 5 :

The assence of what he Is stating in this article is that the future of Amerlca is in the creation of software based
enterprises. | have underlined the lmportant polnts he cltes but | want to quote two of these. At the bottem of the first
page of the attachment he 5ays “Bug too much.of the debate Is stiil around financial valuat!on, as opposed to the
underlylng Intrinsic value of the best of Sllicon Valley's new companies, My own. theory Is that we are in the mlddle
of a dramatic and broad technologlcal and economic shift:in which software companies are poised to take over large
swathes of the economy.” Towards the end of this amcle he states "Instead of constantly guestioning their
valuations, let’s seek to understand how the new generation of technology companies are doing what they do, what
the broader consequences are for businesses and the economy and what we can collectively do to expand the
number of innovative new software companies created in the U.S: and around the world. That's the big

opportunity. { know where I'm putting my money.” The “cloud” is all about baing connected to the

internet. Localoop isa “cloud” based cnterprl..e that provicles' a high-speed, 4G moblle Internet connection in
underservad areas. . £

Localoop will be a hot publicly traded stock ar will be acquired sometime within the next 18 to 24 months, You can buy
shares in the current round at a $1 per-share plus you recelve a .ryeat warrdnt to acqulre an additional share for $1 for

each dollar you invest which rezlly doubles your upside. ¢
5 i COMMISSION
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Regards,
Paul Crawford
Crawfprd Capital
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From: Paul Crawford <pc@craweap.com> DEHMKE REPORTING AND VIDEO SERVIGES, ING.
Date: Mon, Sep 8, 2014 at 4:30 PM S

Subject: FW: FW: Tuesday update

To: Anil & Laura Nanda <ananda@]lsuhsc.edu>, Bob & Ruth Bringer

brink@nikestorage.com, butch(@destiny-homes.com, chris degross
, Cindy Fishman t>, Dale Meierbachtol

<m, Dan Mayer <danjel.c.mayer@stifel,com™, "Dr. Phil Sweetser” <|
george holden <GHolden@holdenmarketing.com>, Harry Haluptzok

Kowalcik <joe(@kowalaw.com™>, Joel Dixon >, Karen Brown \_ Yearl

, Kevin Bauer « Larry Hopfenspirger
Pat Fischer

aul(@myagentpaul.ne , Staley Gentry

<staley. gentry(@axa-equitable.com> )

Cc: Carl-Johan Torarp <citorarp(@local oop.com™>

LocaLoop currently forecasts that by the end of this year they will have produced approximately $2+ million in
revenues and have signed agreements with a total of 29 rural operators. They project to generate 518 million
in revenues and 143 signed deals by the end of 2015 and S60 million in revenues and 401 deals by the end of
2016 {see attached summary). They also project to beceme profitable by the 4™ Q of 2015. As of September
1, 2014 they already have 12 signed customer agreements and expect to add at least another 7 rural
customers by the end of September. It appears that they are very likely to exceed their projections. They are
also reassessing their revenue numbers because revenues are scaling at a faster rate than they projected. To
put all of this in perspective they launched their current marketing strategy at the Las Vegas Wispapalooza
2013 Conference in mid October last year. 8etween then and the end of August 2014 they have signed up 12
clients and, as | said, in September alone they expect to sign at least another 7 new contracts. Some of the
early sign-ups were proof-of-concept trials and some of those are now expanding their service coverage

area.

The Wispapalooza 2014 Conference (WISPA ~Wireless Internet Service Provider’s Association) in Las Vegas is
coming up again on October 12 through October 18", Last year was the first time that Local.oop had their
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own booth which was adjacent to Runcom’s booth and it was one of the most active booths at that
Conference and that is where many of these new customers came from. They expect that during this year's
WISPA Conference they will meet many more new rural operator/prospects which will speed up the pace of
new customer signups. Localoop is sneaking up on the rural 4G marketplace and it is about to turn into a
tsunami. That will then trigger interest among Private Equity firms, Hedge Funds and major Wall Street
brokerage firms. Localoop is about to really blast-off. It is a very good time for investors who aren’t yet a
Localoop shareholder to invest before it is too late. And, it is a great time for existing investors to increase
their percentage ownership. Another thing that an investor should consider is to increase their equity
ownership by exercising some of their warrants now. Warrants that you own that are exercisable at $1.67 or
higher (originally $2.50 prior to 3 for 2 forward split) are eligible for a substantial discount if exercised now.

I want to point out that LocaLoop is the kind of investment that is ideal to be held in a Roth IRA. The business
is growing rapidly and must raise at least $500,000 to support their growth through December. They are on
budget but behind on the capital raising.

I may be able to offer a significant discount for a large investment of between $250,000 and
$500,000. However, it would have to be a solid deal when it is submitted.

Incidentally, Carlis a Member of the CTIA {formerly called the Cellular Telecommunications Industry
Association) which today is referred to as The Wireless Association. He is attending their Conference in Las
Vegas this week. He has several appointments with carriers and industry suppliers while he is there. |
wouldn't be surprised that he might meet up with some private equity groups (PEG’s). |1do know that PEG’s
are looking for unique structured debt deals to deploy substantial amounts of cash from pension funds,
insurance companies and banks. | have been telling many of you that U.S. PEG's alone have in excess of $1.5
Trillion in cash to deploy today. One of my portfolio companies has just been offered a big deal from a.

PEG. And, | think there will be more such offerings coming to more of my portfolio companies.

Regards,
Paul Crawford

(ofc) 612-676-1436

(e
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Localoop
Local.oop, Inc
Investors’ Summary
KEY CONTACT INFQ BUSINESS SUMMARY MARKET NEEDS

CEQ: Carl-Johan Torarp
+1.612.327.3303
cjtorarp@localoop.com

VALUE PROPOSITION

= no Invesiment raquired by
operator In core nelwork
funclionallty (SDN,NFV)

* pay-as-you-grow modal

= raevolutionize rural business
and service dalivery, leapiro
legacy model ‘

= synKro™ platiorm enabled
subscriber-dasired sarvices,
operalor-desired pracesses

* turnkay lechnical, marketing
and services capabililies

Local.oap, Inc was Incorporated wilh
the mission lo close the digital divide in
the US; a solution that would be lruly
disruptive o the Incumbent powers In
tha markel.

Today it is an Inlernel soltwara &
service company selling the synKro™
co-branded, cloud-lechnology driven
tumkey 4G+ business solution lo
service providers dellvering mobils &
fixed broadband Interngt lo rural users.

Local .oap has designed a single cloud
service 1o manage the business of
4G+ broadband Internet for every rural
carrigr in the world to use al the same
lime.

SynKro Southwest (wholly owned by
Local.oop) is our rural 4G service
provider upslart In Minnesota, and
provides relarence/last capabilily.

Currently seven US operators are
implementing synKro-based platform

« US broadband penetration only at
60%

» 50 million US households without
broadband Internet; 20 million rural

= 3.6K rural communicalions service
providers target market

FINANCIAL PROJECTIONS

(% in millions)
7772014 7] 2015,[: 20167
26 | 18.0 | 60.8
5.2 | 18.5 | 481
E (2.6) | 10.5) | 11.7
Tbporalors=s| 29 | 143 | 401
Zsibscdberst| 2300 | 30K | 183K
key points:

= pxpenses primarily development
and sales

» 2015-16 rala of 10-15 closes per
sales employee per year

» yaar-end 20186 run rate of over 1M
per employee

» monthly cash tlow posilive at month
16

IP & TECHNOLOGY

= four palents awarded

= technelogy Incorporated Into
service allerings

» cloud-based; Microsolt Azure
gold level pariner

« OSS/BSS/NMS with integrated
NOC functions

* ravalutionary mobility engine
Incomorated

3 V1.8.5 reloased

» BWA tech-agnostic

MILESTONES AND SUCCESSES

= synKro platform developed and In
active service

» lirsl operaling venture with FTTP
parner

» gxperienced leadership taam

» key 4G hardware vendor
certificalion slarled

» high subscriber satisfaclion results

* g¢lght months of direcl sales sfforls
achieved 7 new cperalor sales

INVESTORS VALUE/ROI

« grawlhlVexpanslon capital needed

= fechnology and markel ready:
markel traction gained; only
execulion risk

» substantial verlical markat interesl
nel yet addressed

* huge inlemational opportunilles
unlapped

* no other inslitutions in yat

For Infuimatlon only — nol for genaral lnveslor soficitalion al this tima
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From: Paul Crawford <pc@crawcap.com»
Sent: Sunday, June 27, 2010 4:43 PM"
Tos ‘ ‘Anll & Laura Nanda'; ‘Bill Crawford’; 'Blll Degnan (biil degnan); 'bill meguigan'; 'Bob &

Ruth Bflnger “Carl Torarp’; "cush (qush)’; ‘Dan Nelsen’; 'Dave Fernald’; 'Denny Magers,
-'Don Estes”; 'Don Schrelfels (don schreifels)’; ‘Doug Selunder‘ 'Gary Bohn

_ (gary@bohnwell.com); ‘Gary Kruggel’ ’Gary Minard (Gary Minard)'; 'george holden’;
gg:mueller@comcast.net; Jemy Cowan'’; jlbehnke@frontiemet.net; ‘John Fltzgerald'
"John Kuhrmeyer (johrr Kuhrmeyer)’; John Leffler’; 'Karen Brown; 'Larry Hopfenspirger’;
Larry Karkela (larry karkelay; ‘Lowell Hellervik'; 'mark karsuum' ‘michael McKay'; "Mick

" Thorsland’; 'Mike & Susan Sullivan’; 'Richard Sommerstad') robért.storm@mihsi.com;
'Ron Runck’; 'Staley Gentry'; steve@cooperativedairy.com; ‘Tim Kocina'; ‘W, Guy Spriggs’

Subject: FW: Disc Matlon Update - More Bullish Than Ever .

Followmg is an-emall | received from Rick Brimacomb who.has collaborated with me ln the fund.raising for Disc
Motion. Most of you who Invested in the earliest round of funding for Disc Motion: pald $1 per share swappéd those
shares along with an added half as much as your original Investment combined into 8 convertible debenture with a
conversion. optian of no more than $1.50 per share. They are raising another $5+ million at just $0.50 per share, What.
that means is that your converslon optlon nowis at $0.50 per share too. They had to lower the price. becatse, even
‘though the technology is strong, the market for private placements was dead. Not only have they continued to have
amazing results from 100% of the 65 patlents they have treated so far but they also have substantially improved the
device and the tools the doctors use to‘insert the devices and have substantlally reduced the manufacturipg

costs. Read through Rick's letter and click on the link and the video to learn more about what is going on.’| deﬁnltely
recommend that all investors invest In thls very cheap SO 50 round. : ;

Please call me If you have any questions. i .'- e s

Paul

If you're having trouble viewlng this cmall, you lﬁa};g;g_]t_gﬂlliﬁ.

: ¥ s T L ' ShareThls:@@@l
E [ — e . ; 2 . ‘ u

COMMISSION
EXHIBIT -
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Update and New Financing Round £ A —
for Disc Motion _'l'echno.logies

Situation Overview.

In late 2006, I was introduced to Disc Motion by a
successful |ong~time venture capltalist friend-of

mine. After assessing the Company I came to belleve
that the founding. doctors had-identified a speclal
opportunity - unlque game changing technology in
multiple large and growing markets ~ residingIna -
competitive landscape that lacked attractive medical
solutions (spinal fuslon and anterior d|sc .
replaceriient.) ‘At the time, however, Disc Motion (DMT)
only‘had a novel concept for addresslng the $1 0+ billion
disc replacement market, .

Fast forward three and a half years and DMT has made huge strides as an organization, The
Companyhas evolved from a concept, to finalizing their Initlal products, to Implanting over 60
patients and most Importantly generating neaily a half a milllon dollars In revenue jn 2009. That is
a long way to go in a short period of time - and wlth only a modest amount of money for a medical
devlce slart-up . ;
{So whlle the Company continges to make progress and has been extremely < su::cessful cllnlcally,
DMT Is In'fieed of some addjtional capital. -Putting aside the risk assoclated with ralsing capltal ina].
tight market, I am more bullish about the Company's prospects than I have ever been, With that -
‘{sald, DMT: w:ll be launching a New. oﬁferlng soon and I.will be sharing additional Informatlon with -

you shortly

mn the interim, however,. please cllck thls link:
_Q__c Moﬁon June 2010 Fund;gismg Efforts - for a more complete update on the Companys
progress, the next oﬁ’enng and addm“onal DMT News. - .

Also, please feel free to contact me (612 803. 3169 or ck@ rima gmb,gom) If you have any
questlons, as 1 am "happy to speak or meet with you individually. ’

New Patient \Iideo ' '
Thé following videa Is from a new patlent who recelved the TSMS system back In March. After ﬁve
years of back pain and losing all feellng In her leg, she thought she “couldn’t go on like that” any
longer and decided to have her disc ,replaced Four days after surgery the 41 year-old woman was
reportlng no pain In her bagk, See her enthusiastic reaction i|n the following YouTube clip:

: outub ded

Addmonal Information
If you are interested in learning. more about Disc.Mation Technalogies, check out,
Mﬂ,glscmodon.com or please feel free to contact Rick Brimacomb at 612.803. 3169 or
ck@gnmgcornb cam. :
T . TCF Tower, Sult.e #1{:00 o121 Suuth Eight.h Street » Mlnneapolls, MN 55402
sick@brimacomb.com » 612 803.3169 -« www,brimacomb.com :

B [

This emall was sent to pc@crawcap.com. T ensure that you centlnue receiving our elnalls, please add us to your address
book or sare list,’
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e ‘managg your preferences |-ont out uslng‘.Truei'!e_n?t_:ve@.A

‘Got thisfas a forward? Slap up ta recelve aur future emolls.
- .emall- marketing by,ﬁrlm}acqxph & Assodates, LLC-

powered byl — el
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From: Paul Crawford <pc@crawcap.com>

Sent: Sundlay, July 04, 2010 551 PM

To: ananda@lsuhsc,eduy; "Bill Crawford'; "Bill Degnan (bill- degnan)' 'Bob & Lori Emfi eld’; 'Bob
- & Ruth. Brmger' 'Bruce Lambrecht' *cush (cush)'; 'Dan Mayer’;'Dave Fernald’; ‘Don
Schreifels (don schreifels)s ‘donald degnan, DDS (donald degnan, DDS)'; 'donald
degnan, 1l {donald degnan, T)'; 'Dr. Phil Sweetser (Dr. Phil Sweetser)’; 'George Holden';
“'Garry Mueller’; *James Lehman’; 'Jerry Cowan'; 'John ‘& Julee Rimarcik” 'John Kubrmeyer
 (iohn Kuhrmeyer); "Josef Kuhn (Josef Kuhn); 'karen brown'; ‘Larry Karkela (larry karkela)’
lauradlaw@aol.com; "Lowell Hellervik'; mlchael McKuy', 'Mlck Thorsland'; 'Nick Kuhn';
“'Richard Anderson'; 'rick brimacomb‘ robert storm@mchsl corn, 'Ron Runck'; ‘Staley
B g Gentry'; ‘Steve Bruggeman'; 'W. Guy Sprlggs' '
Subject: FW: New. Oﬁertng : '
Attachments: A 2010 Spine Market DMT Biz Poworpomt (4) ppt; Stockholder Letter June 22 2010.pdf

Attached s a copy of the letter that Investors received from Disc Motlon on Jung 22 2010 Whlle they are cont!nuing to
show unbelievable success on their lumbar spine device they are not standing pat. The attached letter from Andy
Greenberg explains in detzil about new developments lncludlng lmprovements to the Installation tenhnology They

. ‘already have a really great producl and expect tobe able to lmprove the tools and procedures for the Doc s which will

resultn good outcomes and much shorter procedures. - " e B

Inaddition they are devlslng ways to reduce the costand. lmprove the marglns S

Desphe all the success they have shown sa far they have prlced thls round at half the prlce of the ﬁrrt round. Thisisa
steal at $0 50 pershare. {8 z

Regards, . -~ . : . - i
Paul Crawford i R it

Rick & Paul,

Here is the new powerpoint that explains all of the. detalls of:he cffering B

We will not totich the funds recelved until we hit$1. 8(lv1 in ﬂnancms. whlch is the budget required to advance the
company ta significant revenues and cllmcal data. [ have also attached another copy of the stockholder letter for Paul.

H
&

Best regards,

Jud

COMMISSION
EXHIBIT
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From: Paul Crawford. <pc@crawcap.com>.
Sent: Monday, February 13, 2012 5:55 PM .
To: Gentry, Staley

Subject: FW: Empathic Update & Tax Credit Inf.
Attachments: staley.doc

Staley,

2011 was a defining year for Empathic and a year in'which they learned a lot about thefr business. in the.second quarter
Debra decided that they had to find ways to reduce their burn rate which had scaled to almost $150,000 per. ;
month. That required some changes and reductions in management and staff. Among the management changes Debra
terminated Dan Latham. She has turned over the issues of Dan’s contract to an attorney who is working on a workable
sattjement. By the end of 2011 she had reduced the monthly burn rate to approximately $80,000. And monthly
revenues, which as racently as last May were only $8000, had grown to almost $35,000 as of January this year. The
total number of Empathic subscribers numbered 180 at the end of 2010 and totaled 442 at the end of 2011,

They are now beginning to sign up larger practices. Debra reviewed thelir pricing model and a few weeks ago made a
decision, based on the economics of the system, td change the fee structure from $125 + a fee for claims to a flat.$300 -
per month fee per clinician. This new pricing model Is not subject to the monthly ups and downs of clinician business
and will allow Empathic to more accurately project revenues. A clinic in Rockford Illincis that has 9 clinicians, signed up
on February 2™ and will be paying $3300 per ‘month and a $4000 set up fee. Empathic has a growing number of larger
practices in the pipeline. They estimate that the Increased pricing model should bring them to posntive cash flow by
adding another 160 subscribers or Just 20 more clinics-at the $3300 per month level.

Probably the most significant event in 2011 was the endorsement of Empathic Clinical Suites by two of the most
prominent continuing education lecturers in the mental health field; Dr. A Steven Frankel [psychology) and Dr. Jerald
Piaget (psychiatry). " | also introduced. Empathic to United Health and Debra gave an online presentation to thelr.
Behavior Health Group based In Callfornia. .Once Empathic adds some more featuras to ECS they will then meet with
them again. Debra also has had several discussions with Pearson. Pearson has more than S8 billion per year in revenues
and views Empathic as a possible distribution channel for them. If we had a reseller deal with them it would add
additional revenues for ECS.

Mare and more of Empathic’s clinicians are relating to other therapists how ECS has helped their practices improve their
hottom line. Here are a few examples:

= Charles Kodmer, PhD and Associates reported a 27% reduction in problem clalms thus Increasing revenues and
income. '

o Zoe Trifllo-Pfafiman reported a 50% decrease in administrative expenses.

o Joan Calandra, PhD reported a 14% Increase In revenue without increasing client time.

o Stewart fackson, PhD, reported an increase of revenues of 65% and a decrease in administrative expense of
85%.

What does this all mean? it means that we now can see "the light at the end of the tunnel” and Empathic should be
there before theend of 2012, Debra s starting to expand sales and marketing staff on a commission basis, and will start
to ramp up operations as the number of new clinicians and monthly revenues increase.

COMMISSION
EXHIBIT
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\Lastly, they have recently been approved Lo offer investor’s access to the Minnesota Angel Tax Credit. | am also
pursuing grants and low interest l6ans that Empathic might be eligible for that are availablé for early stage endeavors. |
can furnish you the documents that you need to file with the'State of Minnesota.

Be sure to read the attached summary about the conversion of your Empathic loans.

Regards,

Paul Crawford

Crawford Capltal Corp

125 Main St. S.E., Suite 270
Minneapolis, MN 55414
(ofc) 612-676-1436 -

(col) S
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Staley,

In addition to the $50,500 you invested in the original offering at 5286 per share, you have the following
‘outstanding loans to Empathic:

$100,000 loaned in February 2011 In the 3" Round Bridge Loan wrth a conversion price at $450 share
$112,500.l0aned in the 2010 Secured Debenture (2 investments, $50, 000 562, 500)

$212,500

$+50,050 original Investment

$262 500 currently out-of-pocket for everythmg

The $100,000 in the 3" Round' has already been converted into shares at the $286 price which is a
substantlal reduction from the $450 per share prlce.

| am suggesting that you.consider adding an additlonal $47,500 in this 4™ Round which |s also-priced at
$286 per share. However, the best way to do thisis to invest a total of $160;000 in. this round and then
the Company would repay your $112,500 loan. The hew $160,000 investment would be ehglble fora
refundable tax credit from the State of Minnesota. You would recover 25% or $40,000 from the State of
'Minnesota We: cannot facilitate the transaction until you are approved bv Minnesota

By domg thls you in effect will have substantially increased you equrty because aII your mvestments
waould be'at the original $286 share price. Note that repricing all the shares will increase your shares
ahd perr.‘entage ownership sUbstantlally even before accountlng for the value of the $40,000 credit.

Here's what you had before and after my proposed ad]ustments

-'Amoun; " . Orlginally " Now . . P[ogoé'ed .

.$50,050 175 shares @ $286 175 shares 175 shares
"$112,500 189 shares @ $595 189 shares - 393.35shs
$100,000. .  233.33shs @ $450  349.65 shs 349,65 shs
$47,500 ~ .. o '166.08 shs
$310,050 597.33 713.65 1084.08
$-40,000 . : o

$270,000.0ut-of-pocket

Assuming.we raise the entire $1 million 4™ round, which we very likely won’t; we will have only 29,000
fully diluted shares outstanding.- What you hold now is 713.65 shares which equates to 2.46% equity
ownership. If you do what | am proposing here your equity will Increase to 1084.08 shares which is
3.74% and your out-of-pocket net would only be $7,500 more than what you have invested so far.

Paul
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From; Paul Crawford <pc@crawcap.com>
Sent: Thursday, May 22, 2008 2:34 PM
To: William_Degnan (William_Degnan); Bill Crawford; Bob & Lori Emiield; Bob & Ruth

Bringer; Bob Anderson; Brad Smegal (brad smegal); Carl & Jan Kuhrmeyer {Carl & Jan
Kuhrmeyer); cush (cush); Dave Fernald; Dr. Phil Sweetser (Dr. Phil Sweetser}; Gary Bohn
(gary@bohnwell.com); George Holdan; Gerry Mueller; Jerry Cowan; John Kuhrmeyer
(iohn Kuhrmeyer); Josef Kuhn (Josef Kuhn); 'judy holden wright'; Larry Karkela (lariy
karkela); Richard Anderson; Rick Brimacomb; Steve Bruggeman; W. Guy Spriggs

Cc: rick®brimacomb.com
Subject: Alung
Attachments: ALung investor letter may 2008.doc 2.doc

| hope that you will conslder immedialely Increasing your investment In ALung. Il is urgent that ALung bring in al least
$250,000 of the $1 million bridge loan immediately. [ am hoping that investors from our group will increase their
investment by a factor of at least 26% of thelr exisling investment. If you are willing to do that wa can raise the additional
$250,000 that, when combinad with the $250,000 they have in commitments from other investors including the founders,
will give them the $500,000 they nead to break escrow and to trigger the $500,000 Investment committed by Gerry
McGinnis. ALung's technology will save lives and Improve the quality of life for patients suffering from major breathing
problems. The Hemolung was tested by the Army and they are exiremely exciled about the results and will ba dolng thelr
own human trials later this year. The Hemolung device has passed all animal trials and will be lested on humans later this
year pursuant to the requirements of the FDA. The problem is not in the technology which is fully developed and ready to
go once they have been shown to be effective In the first few human trials. The problem is that they are critically short of
the capltal they need to support the human clinical trials, And it is vital that we get the bridge round done before June =
| need you to commit to invest in the bridge loan, The loan will accrue 14% annual interest and will convert into stock at a
10% discount of the price per share in the subsequent Series A Preferred Round. Some of you have already sent in your
addilional investment but we need more to get to the $250,000.

] will call you to see If you are willing to support Alung In this critical round of capital? There Is no questlon that there is a
nead for this device. They really need your help. Please let me know if you nead any more information. | have also
allached a copy of the email thal | sent to you early in May which highlights many of the recent developments.

Regards,
Paul

PLIE.
EXHIBIT ZY DEFT.
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ALung’s technology is fully developed and is now going through the regulatory (FDA)
process. The last letter you received from ALung in February had a lot of new
information about the technology, patents, etc. 1have attached a copy of that letter for
you to reference concerning some of my comments below:

1. The Hemolung console has successfully been upgraded with new user interface
software,

2. ALung conducted and concluded four more Good Laboratory Practice sheep
studies as required by the FDA.

3. They have filed an IDE (Investigational Device Exemption) with the FDA which
was required to begin their human clinical trials.

4. Brooke Army Medical Center, which purchased a Hemolung Console and 6
Hemolung devices, conducted a study on 6 pigs to see how effective the use of the
Hemolung device would be in overcoming damage to the pig’s lungs from the
debilifating effect of a high-powered projectile or exposure to lethal gas. Thase
tests showed that the Hemolung device provided significant enough lung function
to sustain life, maintaining 50% lung function.

5. They have filed additional patents for the Hemolung device in Europe, Japan,
India, China, Australia and Canada

6. They indicated that they will need to conclude a bridge round of at least $1million
to.cover them while they wait for other possible investments from institutions.
Drapper Fisher, Radius Ventures and Heron Capital are some of the companies
that-are currently doing due-diligence on ALung.

7. ALung is continuing to receive grants from the DOD. The DOD’s total grants
since the inception of the initial catheter exceed $15 million, $5 million of which
has been granted directly to ALung since they commercialized the technology
from the University of Pittsburgh.

Gerald G. McGinnis, Executive Chairman and founder of Respironics, a leader in the
sales of ventilators and other breathing devices including CPAP and BIPAP devices for
the treatment of obstructive sleep apnea, has just joined ALung’s Board. Respironics was
recently acquired by Philips Medical for over $4 billion dollars. Philips Medical is a
potential acquirer of ALung as are other critical care companies. Mr. McGinnis has
committed to invest $500,000 in ALung He has invested $150,000 and will put in the
balance of his commitment as soon as we have concluded a minimum of a matching
$500,000. He is also helping them find other investors.

The terms. for this bridge round, set by Mr. McGinnis, is a convertible debt loan, which
matures in June 2009. This is a loan that earns 14% interest per annum and converts into
stocl at a 10% discount to the price per share of the Series A Convertible Preferred stock
round that will follow.

If youhave ever seen anyone on a ventilator you will know how dreadful but necessary
they are. ALung’s Hemolung device is connected to a patient in the same, proven way
that a patient is connected to a kidney dialysis system and will be a much better and more
humane way to treat patients with lite threatening breathing disorders. Dr. Bachinslcy
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from Brooke Army Medical Center, Fort Sam Houston, Texas has hands-on experience
with acute hemodialysis, and he thinks that the Hemolung system is actually a lot easier
to use.

Public Health officials continue to worry about the potential devastation that would occur
as the result of a major brealout of avian flu. This would be a disastrous pandemic that
could kill millions of people. Today no one could stop such an event but there is no
doubtthat ALung's Hemolung would help save 4 lot of victims providing the units were
widely available,

The Hemolung device works like a miniature heart/lung machine. A patient’s blood is
shunted to the device. The device then removes the CO2 and infuses oxygen into the
blood while the patient is awake and alert.

ALung has come a long way and could have their first sales in Europe, South America
and the Far East by early next year. Like all new medical devices they need money to get
it to the next level. With proper funding they could have the first successful use of the
device in living humans before the end of this year. This will be a huge milestone.

Please consider adding to your investment. Every dollar we raise in this deal could
produce two dollars of vital capital as a result of Gerald McGinnis’s commitment. This is
an urgent need. There is nething wrong with their teclinology but, lilce most all early
stage companies, the struggle is in raising needed capital at very critical times in order to
keep the ball rolling. Please let me know if you plan to atfend the meeting. And let me
know if you can not only increase your investment but that you can do so very quickly.

Regards,

Paul Crawford

Crawford Capital

125 Main St., S.E., Suite 270
Minneapolis, MN 55414
(ofc) 612-676-1436

(fax) 612-676-1438

(cel)
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From: Paul Crawford <pc@crawcap.com>
Sent: Monday, January 13, 2014 12:39 PM
To: garkathben@gmail.com; Gentry, Staley; David G. Brading; Dr. Phil Sweetser; Anil & Laura

Nanda; bhoagland@squidink.com; Bill Crawford; Degnan, William; Bob & Ruth Bringer;
Bob Emfield; Bab Hildreth; Brian Crawford; butch@destiny-homes.com;
cathywagarnon@gmail.com; chenanconst@aal.com; Cindy Fishman; cush {cush); Dan
Neisen; Dave Fernald; djcurry886@yahoo.com; Don Estes; Don Schreifels {don
schreifels); Doug Selander; Gary Bohn {gary@bohnwell.com); Gary Kruggel; Gary
Leonard; Gary Minard; george holden; Gerry Mueller; halla3@aol.com; janez bencina;
Jerry Cowan; Jim Drake; jlbehnke@frontiernet.net; John & Julee Rimarcik; John
Fitzgerald; Kuhrmeyer, John; Karen Brown; karl bohn; Kevin Bauer;
kimbaerenwald@hotmail.com; larry fischer; Larry Hopfenspirger; Larry Karkela; Lowell
hellervik; Mark & Judy Wilodson; michael McKay; Michelle & Jack Angerhofer; Mick
Thorsland; Mike & Susan Sullivan; pat wagamon; paul gentelini; pureview@aim.com;
Richard Sommerstad; rick anderson (rick anderson); rjwolszon@aol.com;
robert.storm@mchsi.com; Robin Eclgar; Ron Runck; rons.soc@comcast.net; Ryan
Albrecht; Scatt Long; sharon arndt; Gentry, Staley; Steve Bruggeman;
steve@cooperativedairy.com; Tim Kocina; travisplut@yahoo.com; W. Guy Spriggs
Subject: Mn Angel Tax Credit Annual Report

This is my 2" email to investers who have earned Minnesota Angel Tax Credits. If you invested in Localoop or Empathic
in 2011, 2012 and 2013 that was approved by MN DEED then you must file an Annual Report to MN DEED no later than
January 31, 2014. The filing fee is $100. Filings made after January 31, 2014 will have to pay an additional $500
penalty. This is the first year you can complete the forms online at the DEED webslte. You can either enter Minnesota
Angel Tax Credit in your search browser or click on the following link. The link brings you to the right place and you just
click on Investor. If you use the search you will get to the 1" Page of DEEDs web site and then you must first click on TO
APPLY.

https://www.google.com/lig=mn+angel+taxrcredit+program&safe=off

Once you‘re on the For Investor page you just scroll down to STEP FOUR. Then click on Investor Annual Report. You fill
out Section | and be sure ta enter 2013 as the year. You then go to Section Il and list out each of the investments made
between 2011 and 2013 including date, name of business and amount of Investment. IT will automatically total the
amount in you are entering the information online.

Section B Is for listing any investments you macde that no lenger are held due to the failure of the business. Localoop
and Empathic are stili in business through 2013.

Section JIl, Certificaticn is whare you sign and then print out the form and mail with your $100 check to MN DEED (the
address is at the bottom of page 20).

If you have any questions on the investments you made you can contact me. | will not be available for a few days but,
instead you can cail Bruce Brillhart at Localoop (612-537-5882) or Carl Torarp at 612-327-3303. For Empathic you will
have to contact Debra Lindell at 763-454-1168.

PLTF.

Regards, EXHIBIT 26 DEFY.
Paul Crawford WITNESS T25hvd

Crawfard Capital Corp CONSISTING OF e PAGES
(ofc) 612-676-1436 DATE -1 -ls

BEHMKE REPORTING AND VIDEO SERVICES, INC.
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From: Paul Crawford «<pc@crawcap.com>

Sent: Tuesday, Septémber 07, 2010 8:53 AM
Ta: 'Anil & Laura Nanda'; 'Bill Crawford"; 'Blll Degnan (bill degnan)’; ‘bill mcguigan’; 'Bob&

Ruth Bringer'; 'Carl Torarp'j 'cush (cush); ‘Dan Neisen'; ‘Dave Fernald'; 'Denny Magers';
‘Don Estes'; 'Don Schreifels (don schrelfels); 'Doug Selander’; 'Gary Boahn ¢
{gary@bohnwell.com)’; ‘Gary Kruggel'; ‘Gary Minard (Gary Minard)’ 'george heldan’;

. Jefry Cowan’; Jlbehnke@frontiernet.net; ‘John Fitzgerald'; -
‘John Kuhrmeyer (john Kuhrmeyer)'; John Leffler’; "Karen Brown'; 'Larry Hopfenspirger’;
‘Larry Karkela (larry karkela);*Lowell Hellervik’; ‘marl karstrum'; 'michael McKay'; ‘Mick

‘Thorsland 'Mike & Susan Sulliven'; paul@allstarfinancial.com; 'Richard Sommerstad’;
Robert (Bob) Klefsaas; robertstarm@mchsi.com; ‘Ron Runck'; 'Staley Gentry’;
steve@cooperativedalry.com; 'Tim Kociha'; 'W. Guy Spriggs'

Ce: 'Michelle Angerhofer;*Carl-Johan Torarp*
Subject: Localoop 4G Investment Opportunity
Attachments: Locatoop Inc Investment Summary PDC 2010-08-27.pdf
‘CRAWFORD CAPITAL CORP
125 Wain.St. S.E., Suita 270
Minneapolis, MN 55414

(ofc) 612-676-1436 -
Dear Investor,

Crawfard Capital Corp Is listed in Twin Cities Business Journol as the g largest Venture Capllal ﬂrm in

Minnesota. Crawford Capital speclal!zes in very early stage companies, princlpally located in Mlnnesota ‘We like to say
that we create Jobs the old fashloned way by ralsing capital at the earheststage of the, Idee Crawford Capltal has a very
active and growlng portfolio of developlng busmesses o e,

lam also an entrepreneur and a vnslonarv butl am not a. techle | founded Cellcom the first celiular phone svstem inthe
Twin Citles In 1981 that stared operating In 1983 as MCI/Cellcom, later it changed Its name to Cellular. One of Minnesota
and was sold to McCaw Communications In 1986 for a very nice profit. It was subsequently sold by McCaw and today it
is AT&T Wireless, This was a very successful Investment and | thought it.would be one of the biggest opportunities |
would ever see. It turned out | was wrong because the opportunltv we have today is much bigger than. that was.

Attached Is a brief on a company you will want to know about This Company-is called.Lacaloop, Inc. There are more
details in the attached information but I can teli you that 4G, Mobile Communications Is a bigger Innovation In -
communications than the first cellular networks were. ‘Most people today are addicted to thelrcell phone.and handheld
devices and, as a result, there'are more cell phones In use today in the U:S. and the World than the older landline
phones.

We aII Iknow that the capital marlkets are In dlsarray and are a long way from achieving stability. Interest paid on bank or
money market accounts are extremely low. The entire real estate market is in upheaval, Thisis one of many reasons
why many investars are taking the time to look for alternative investments in these perilous times, Crawford Capital
has created a new Investment that we call a Success Note that will allow investors to step into one of the hottest events
in communlcations since the evolution of mobile communicotions, This evolutionary event is already underway and you
can participate init.. This can best be described as the merger of mobile,-4G, -high-speed, WiMAX communications and
the Internet. Be sure-to read the attached information and then contact us to provide you with Private Placement
Memorandum and additionz! information.

COMMISSION

sxmsrr/
Genyry 17
/4'0//5
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Sincerely,

Paul Crawford
President & CEO
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Crawford Capital Corporation
(default.htm)

HOME (DEFAULT HTM) BLOG (BLOG/DEFAULT. HTM) CURRENT PROJECTS (CURRENT-PROVECTS HTML)

copgcT; (- MELBaGHatigo

CONTACT US (CONTACT-US HTML)

Get a glimpse of
some of our portfolio
companies.

Crawford Capital has boon assisting exrly stago
companies in raising capital sinco 1990, Paul
Crawford is both a venturo capitalist and an

onbrepranow, and has been working with
developing businosses since the late 70'a.

CONTACT US (contacl.us, himl)

Portfolio Companies

Localoop, inc. (locatoop<nc.htmil) | www Locaioop.com (. ww loczioop comvdelzu him)
Localoop has kaunched their betatdemo aito in St Lows Park, o suburd of Minneapols, MN. 1t is the beta site whero they now demonsiete thelr ravolutionary
for ging muiplo throughout the workd with al the rosoircos i tha “thoud.®

Empathic Software | www COM (Awwn, full 1tm) i
Empathic s patantod Sofwara a3 & sonvico (SaaS) wos intially dovaloped prinkepally for mamagoe and famdy cinical psychologists and was compictod and
Bunched in mid 2010, It i capdatzed 83 an LLC and projects (o produce mare han $95 mibion in net income between lat 2011 wouph the ond of 2014,

Sports Diractor Oniine (SDO) (sdo—~sports-director-oniine.htmi) | www.SportsDir.com (. Avww sportscir comidetast bm)

SDO is tho most Mo onine dces for Ging & aspect of organized youth Sports and sctviics. SDO 8 S2aS services s piven o Recroabon
Progroms and amaiow youth S7oXC leagies. The cdatadase /3 arganized so thal every uef, when oy ciiok inlo the s, gets axactly the dormation that is
smportant to them.

Nutri-innovations (nutridnnovations, html)
Nutrl lnnovations, LLC (N farmad 0 July 2006, The Company has a portiodo of patented technology refating i increasing the profitzbaly of daly enterprises,

Blothera | www Biothera com (. ww bicthera comdelauiLhim)
Blothara s o biatachnology company dedcaied 10 IMproving immuns hoath. W ane doveloning a naiural gheeo polysaccharide thal engapes and droch natural
NG ITMUNG SYSLOm MOIPansos.

To loam mara 3bou thesa Oppartundes contact Paul Crawdord X Crawiord Captal Com. pO@Oawap.com (malio poGuwcap.com),  (okc) 612-676-1435 ¢
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U. S. SECURITIES AND EXCHANGE COMMISSION

Investigation # C-07672

DECLARATION OF Russell Castillo

Pursuant to 28 U.S.C. Section 1746, the undersigned states as follows:

1.

6.

My name is Russell Castillo I am over twenty-one years of age and have personal knowledge of the malters
set forth herein.

I am assigned as an IT Specialist to the U.S. Securities and Exchange Commission’s Division of
Enforcement in Washington, D.C. As part of my duties I am tasked to conduct a Website Capture.

In support of investigation number C-07672, and at the direction of my supervisor, [ was tasked to conduct
Website/video capture of the following URL’s.

http://www.crawcap.com/

http://www .saasware.com/

To complete the above mentioned website/video capture the following tools were used:

Offline Explorer Pro 6

After each website/video was captured, a CD/DVD containing the identified web capture was produced to
After each website/video was captured for the abosg criteria, It was stored on a network share in which the

location was provided by Sruthi Koneru. The location that was provided is as follows:

\ad\enfdataexchange\HOtoCHRO _dropoff\Webcapture

Any additional comments related to this Website/video capture are provided below:

I declare under penalty of perjury that the foregoing is true, correct, and made in good faith.

Russel] Castillo
{Analyst Name} Executed on this 4" day of March 2015.
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EXHIBIT 44
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Nutri-Innovations - Crawford Capital Corporation

Crawford Capital Corporation

(default.ntm)

f.
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Page 1 of 1

HOME (DEFAULT HTM) BLOG (BLOG/DEFAULT HIM) CURRENT PROJECTS (CURRENT-PRCJECTS HTML)
CONTACT US (CONTACT-US HTML)
Back to ‘Cument Projects” (<10 Contact Us (07tactus him)
projocts hirmi)
Nutri-lnnovations

Nuttinnovations s the first “social Network® for cary cows.  The lounder, James Beck, who
has a strong badkground in samal feed spent S-years developng what s now a propyictary,
coud based servicn that ks tompnsed of unique agoithms and software thal makes
possbie for dairies (o more efficienty group the cows in thelr herd and 10 separals ctin
cows that are dentified as having whal s called “an insulin response.” Exlensive bials over
Syvars at 3 kage Wisconsi dairy have shown, and now are peoven by usaos among a
orowing number of daines In Caltkeria and hit hesa will roduce feed
COsts, NCIEase a cow's daily milk oufpul, lead 1o happler cows and also will reduce Laing
rates which aiso adds value fo tho botion: Ine of a dary. An vestor who owns a non-
axdatie 1% equiy infores (340,000 irvestment) cautd eam cish distnbutions of 320,000+
per year from just 100,000 cos which wouid be sfighity more than 1% of the 9 milon cows.
miked every day in the U.S, alono.

cotngey: (- Mipaguagrcigoe

[ More information af 273 com (_Awerw. 710 Faut i) ; o
A R N L T AT RS S0 TR AT I B eI S A B T T T AT RS R e 0 8
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>

file:///T/AWENFORCEMENT/C-07672%20(Bixby?%620Energy?e20Systems)/ Websieo20...
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U. S. SECURITIES AND EXCHANGE COMMISSION

Investigation # C-07672

DECLARATION OF Russell Castillo

Pursuant to 28 U.S.C. Section 1746, the undersigned states as follows:

1.

My name is Russell Castillo I am over twenty-one years of age and have personal knowledge of the matters
set forth herein, '

I am assigned as an IT Specialist to the U.S. Securities and Exchange Commission’s Division of
Enforcement in Washington, D.C. As part of my duties I am tasked to conduct a Website Capture.

In support of investigation number C-07672, and at the direction of my supervisor, I was tasked to conduct
Website/video capture of the following URL’s.

http://www saasware.com/

To complete the above mentioned website/video capture the following tools were used:

bfﬂine Explorer Pro 6

After each website/video was captured, a CD/DVD containing the identified web capture was produced to,
or

After each website/video was captured for the above criteria, It was stored on a network share in which the
location was provided by Sruthi Koneru. The location that was provided is as follows:

\\ad\enfdataecxchange\HQtoCHRO dropoff\Webcapture

Any additional cominents related to this Website/video capture are provided below:

I declare under penalty of perjury that the foregoing is truc, correct, and made in good faith.

Russell Castillo
[Analyst Name] Executed on this 4" day of March 2015.
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UNITED STATES DISTRICT COURT

DISTRICT OF MINNESOTA
UNITED STATES SECURITIES
AND EXCHANGE COMMISSION,
Plaintiff,
v. i Civ. Act. No. 11-cv-3656 (JNE/JJK)

GARY A. COLLYARD, COLLYARD
GROUP, LLC, PAUL D. CRAWFORD,
CRAWFORD CAPITAL CORP., RONALD :
MUSICH, JOSHUA J. SINGER, MICHAEL :
B: SPADINQ, MARKETING CONCEPTS,
INC., AND CHRISTOPHER C. WEIDES,

Defendants.

DECLARATION OF TIMOTHY J. STOCKWELL

1. I, Timothy J. Stockwell, am an Attorney with the United States Securities and
Exchange Commission (“Commission™) in its Chicago Regional Office, located at 175
West Jackson Boulevard, Suite 900, Chicago, lllinois 60604. 1 have becn employed as an
Attorney by the Commission since December 2014. I have been assigned to the litigation
matter of SEC v. Collyard, et al., 11-CV-3656, since December 2014.

2. I make this Declaration in support of the Commission’s Motion for Summary
Judgment Against Defendants Paul D. Crawford and Crawford Capital Corporation.

3. On August 10, 2015, my former co-counsel on the case, Senior Attorney Thu

B. Ta, received the attached email from Brad Holt, forwarding an email from Paul
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Crawford (email address pe@dcrawcap.com) dated August 10, 2015. The attached email
is a true and accurate copy of the email forwarded to Ms. Ta by Mr. Holt.

| 4. The Commission has communicated with Mr. Holt in the past rcgardir;g
emails and other information he obtained regarding the activities of Paul Crawford and

Crawford Capital Corporation.

* * ¥

I, Timothy J. Stockwell, declare under penalty of perjury, in accordance with 28

U.S.C. § 1746, that the foregoing is true and correct.

Executed on 16 September, 2015.
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Stockwell, Timotﬂl J

From: Brad < S >
Sent: Monday, Auqust 10, 2015 7:48 PM

To: Ta, Thu Bao

Subject Fw: SaaSware Highway & eSmartBadge
- Original message-—-—

From: Douglas Selander

Date: Mon, Aug 10, 2015 6:45 PM

To: Brad Holt;

Subject:Fw: SaaSware Highway & eSmartBadge

--— Forwarded Message —---

From: Paul Crawford <pc@crawcap.com>

To: Paul Crawford <pc@crawcap.com>
Sent: Monday, August 10, 2015 2:42 PM

Subject: FW: SaaSware Highway & eSmartBadge

| started SaaSware Highway in 2011. SaaSwarehighway.com (www.saasware.com) was created to
be an incubator for early stage “cloud” based enterprises. However, we were never able to provide a
significant capital base because of the continuing effects of the recession. We did raise a small
amount of capital that allowed SaaSware Highway to acquire and hold some small interests in some
of the “cloud” based enterprises that | launched between 2008 and 2012. These SaaSware Highway
holdings’ include Empathic Clinical Suites, Localoop, Inc., Sports Director Online (SDO) and
esmartBadge (eSB). Both Empathic and Local.oop are producing revenues and are trending to
profitability however they still need capital to support their growth.

In 1998 | founded and launched Commission Junction. The earliest investors in CJ paid as little as
40¢ per share. A large number invested in the fast 2™ round that was priced at $1 per share. Within
18 months its value had soared when the Company received a $40 Million investment that valued CJ
at $100 Million which was almost $12 per share. One of SaaSware Highway's current portfolio
companies is on the verge of running up even faster than CJ did. Itis called

eSmartBadge. SaaSware Highway has a significant ownership interest in Sports Director Online
(SDO) and EsmartBadge (eSB) which was initially developed as a component of SDO.

Doug Crystal, who is from Cleveland, is both the founder and developer of SDO and eSmartBadge
which are both apps. Early this year he introduced his eSB app to USA Football (the largest youth
football association in the world). They liked it a lot and they just participated in a trial beta run with
eSB and are working out the integration plan for full deployment in 2016. Doug was put in contact
with a company that handles the electronic forms for over 100 schools and they are introducing eSB
to a group of their schools to begin the beta process by integrating eSB into these schools this

fall. Then in 2016 they will launch to all of the schools they work with. Initially Doug thought that his
“virtual” badges would sell for 50¢ each. The market feedback is that eSB can charge $1 per badge
for a smartbadge that covers up to a 90-day term and $2.50 for an annual term. There are two
additional vertical market channels that he is alsc working with. These include a convention
organizing business and a remote personal tracking business venture.

1
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One of the big reasons that Commission Junction grew so fast was that it became a platform upon
which entrepreneurs could build their own business. And that is precisely why eSmartBadge is going
to experience the same exciting growth rate that CJ did. The “tip-off’ here is the instant interest eSB
is getting from multiple channels of distribution. In other words, the marketing pathway is gathering
its own steam (momentum) just as CJ did. And because of this effect the marketing challenge is
lessened and the cost for getting it into the marketplace will be lessened too.

To be part of this you simply invest in SaaSware Highway. But here’s the “Hot” deal. You will be
issued a share of SaaSware Highway and a half share of eSmartBadge for each dollar you invest in
SaaSware Highway. The minimum investment is $10,000. An investment totaling $25,000 will earn
a bonus of 12,500, 5-year term, $2 SaaSware Highway warrants with a “cashless option.” The
maximum being raised in this round is $500,000. This is another investor's dream opportunity that
will grow quickly like CJ did. Itis an investment you should want to be part of. And, eSmartBadge
will very likely be your first investment in an app business that could become one of those exciting
app stories. Some of the capital we are raising here will be used by SaaSware Highway to acquire
more shares of eSB and to acquire shares of another exciting new online business called

Engage. The value of SaaSware Highway will also grow because it already owns a significant
number of shares of eSB along with shares of Empathic, LocalL.oop and Sports Director Online and
hopes to add Engage to their portfolio too. You can visit the eSB website at www.esmartbadge.com
and Engage-at www.engage.co (.co, not .com).

Let me know if you are interested in getting in on the ground floor of SaaSware Highway,
eSmartBadge, Sports Director Online and possibly Engage.

Regards,
Paul Crawford
(ofc) 612-676-1436

(cel
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UNITED STATES DISTRICT COURT
DISTRICT OF MINNESOTA

UNITED STATES SECURITIES
AND EXCHANGE COMMISSION,

Plaintiff,
v. + Civ. Act. No. 11-cv-3656 (JNE/JJK)

GARY A. COLLYARD, COLLYARD :
GROUP, LL.C, PAUL D. CRAWFORD,

CRAWFORD CAPITAL CORP., RONALD :
MUSICH, JOSHUA J. SINGER, MICHAEL :
B. SPADINO, MARKETING CONCEPTS, :
INC., AND CHRISTOPHER C. WEIDES, :

Defendants. :

DECLARATION OF LUZ M. AGUILAR

1. 1, Luz M. Aguilar, am a Senior Accountant with the United States Securities
and Exchange Commission (“Commission”) in its Chicago Regional Office, located at
175 West Jackson Boulevard, Suite 900, Chicago, Illinois 60604. I have been employed
as an accountant by the Commission since November 1991. My official duties with the
Commission include participating in fact-finding inquirics and investigations to
determine whether the federal securities laws have been, arc presently being, or are about
to be violated, and assisting in the Commission’s litigation of enforcement actions.

2. lreceived a Bachelor of Scicnee Degree in Accounting from the University

of Hlinois at Chicago. Tam aregistered Certificd Public Accountant,
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3. T'was assigned to assist the Commission’s attorneys in litigating the above-
captioned case. In connection with this assignmént I reviewed Paul Crawford’s
testimony dated March 2, 2011 and documents produced by Crawford (“Crawford”)
regarding funds he and his company, Crawford Capital Corporation (*CCC") received
from Bixby Energy Systems Inc. (“Bixby*). ‘

4. Records I reviewed show that from February 2004 to November 2006, Paul
Crawford and his company, CCC, received $240,000 from Bixby. See Exh. 12,

. 5. At the request of the Commission’s attorneys, I calculated prejudgment
interesf on the $240;O00 received by Crawford and CCC from Bixby. The prejudgment
interest was calculated applying the interest rate, adjusted quarterly, used by the IRS for
computation of interest on underpayment of taxes. See 26 U.S.C. § 6621(a)(2). Interest
was compounded quarterly beginning on the end of the first quarter in which the first
transfer was processed.

6. Asof Séptember 30, 2015, I calculated the prejudgment interest on $.240',000
to be $128,692.22. 1 have attached a copy of my prejudgment interest calculation hereto.

* * *
1, Luz M. Aguilar, declare under penalty of perjury, in accordance with 28 U.S.C.

§ 1746, that the foregoing is true and correct.

Executed on 16 September, 2015.

g\é%ﬁ? UUgess Cere
Luz @Aguilar(j
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Funds from Bixby Energy Systems

Date Check # | Amount Quarterly  |Description

02/09/04 10746 8,000.00 Crawford, Paul

03/16/04 11036 9,800.00 Crawford Capital Corp.
03/30/04 | 11112 5,200,00 | 23,000.00 |Crawford Capital Corp.
05/27/04 11413 10,800.00 Crawford Capital Corp.
06/14/04 11607 4,000.00 14,800.00 |Crawford Capital Corp.
07/20/04 11776 7,500.00 Crawford Capital Corp.
08/19/04 12197 5,000.00 12,500.00 |Crawford Capital Carp.
04/14/06 6672 3,200.00 Crawford Capital Corp.
04/15/06 Bill 3,200.00 Crawford Capital Corp.
04/28/06 Bill 8,000.00 Crawford Capital Corp.
04/28/06 6781 8,000.00 Crawford Capital Corp.
05/01/06 sill 18,450.00 Crawford Capital Corp.
05/15/06 Bil 18,450.00 Crawford Capital Corp.
05/16/06 7036 36,900.00 Crawford Capital Corp.
06/02/06 7257 42,000,00 | 138,200,00 |Crawford Capital Corp.
07/26/06 Bili 16,000.00 Crawford Capital Corp.
07/28/06 7747 16,000.00 Crawford Capital Corp.
08/03/06 Bill 8,000.00 Crawford Capital Corp.
08/03/06 7835 8,000.00 | 48,000.00 {Crawford Capital Corp.
11/15/06 Bill 1,750.00 Crawford Capital Corp.
11/28/06 8671 1,750.00 3,500.00 {Crawford Capital Corp.

240,000.00

Total
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»

, ‘.PREJUDGME,NT INTEREST CALCUL,ATIONS
> i o Crawford.

0

'(45

Ol

(2) (3)
ANNUAL PERIOD PERIOD PERIOD
PERIOD RATE RATE INTEREST AMQUNT TOTAL
As of 3731/04 23.000.00 23.000.00
04/01104 to 08/30/04 5% 1.25% 2087.50 14,800.00 38,087.50
07/03/04 to 09/30/04 4% 1.00% 380.88 12,500.00 50,968.38
10/01/04 to 12/31/04 5% 1.26% 637.10 51,605.48
01/01/06 to 03/31/05 5% 1.25% 645.07 52,250.565
04/01/05 to 06/30/05 6% 1.50% 783.76 53,034.31
07/01/05 to 09/30/05 6% 1.50% 7985.51 53,829.82
10/01/05 to 12/31/05 7% 1.725% 042.02 54,771.84
01/01/06 to 03/31/06 7% 1.75% 958.51 55,730.35
04/01/08 1o 06/30/08 7% 1.75% 875.28 138,200.00 194,905.63
07/01/06 to 08/30/08 8% 2.00% 3,898.11 48,000.00 246,803.74
10/01/06 to 12/31/06 8% 2.00% 4,936.07 3,500.00 255,239.82
01/01/07 to 03/31/07 8% 2.00% 5,104.80 260,344.62
04/01/07 to 08/30/07 8% 2.00% 5,206.89 265,551.61
Q7/01/07 to 08/30/07 8% 2.00% 5.311.03 270,862.54
10/0107 to 1231107 8% 2.00% 5,417.25 276,279.79
01/01/08 to 03/31/08 7% 1.75% 4,834.80 281,114.68
04/01/08 to 08/30/08 6% 1.50% 4,218.72 285,331.40
07/01/08 to 09/30/08 5% 1.25% 3.666.64 288,898.05
10/01/08 to 12/31/08 8% 1.50% 4,333.47 293.231.52
01/01/09 to 03731/09 6% 1.26% 3,665.38 298,8906.91
04/01/09 to 06/30/09 4% 1.00% 2,968,97 269,865.88
Q7/01/09 to 09/30/09 4% 1.00% 2,998.66 302,864.54
10/01/08 o 12/31/09 4% 1,00% 3,020.65 305,893,189
01/04/10 to 03/31/10 4% 1.00% 3,068.93 308,952.12
04/01110 to 06/30/10 4% 1.00% 3,089.62 312,041.84
07/01/10 to 09/30/10 4% 1.00% 3,120.42 315,162.05
10/01/10 to 12/31/10 4% 1.00% 3,151.82 318,313.68
01/01/11 to 03/31/11 3% 0,75% 2,387.35 320,701.03
04/01/11 to 06/30/11 4% 1.00% 3,207.01 323,808.04
07/0141 to 09/30/11 4% 1.00% 3,230.08 327.147.12
10/01/11  to 12/31/11 3% 0.75% 2,453.60 328,600.72
01/01/12 to 03/31/12 3% 0.75% 2,472.01 332,072.73
04/01/12 to 0868/30/12 3% 0.75% 2.,490.55 334,563.27
07/03/12 1o 09/30/12 3% 0.75% 2,509.22 337,072.50
1001112 to 12131712 3% 0.75% 2,528.04 339,600.54
010113 to 03/31/13 3% 0.75% 2,547.00 342,147.85
04/01/13 to 08/30/13 3% 0.75% 2,568.11 344,713.65
07/01/13 to 09/30/13 3% 0.75% 2,585.35 347,2599.00
10001713 10 1279343 3% 0.76% 2,604.74 349,803.75
01/01/14 to 03/31/14 3% 0.76% 2.624.28 362.528.02
04/01/14 to 06/30/14 3% 0.75% 2,643.96 355,171.99
07/01/14  to 0973014 3% 0.76% 2,663.79 357,835.77
10/01/14 to 12113/14 3% 0.76% 2,683.77 360,519.54
01/01/15 to 0373115 3% 0.75% 2,703.90 363.223.44
04/01/15 to  01/27/15 3% 0.75% 2,724.18 365.947.62
07/01/45 to 0973016 3% 0.75% 2,744.61 368.692.22
_ A BISGORGBMENT SUMMARY
TQTAL o;geonesmaummounr 240 b‘“""oo 00
TOTAL INTEREST i _ 128,692.22
368,692:22

NOTES

()
(2)
3)
)
()

Interast rales for vnderpayiments published quartsity by the Internal Revenus Seivice in sccordance with Section 6621
{rterost rate to be used in tho calculation. For exampla, the rato for the period end:ng Decembar 2008, is 6% divided by 4
The intorest amount calculated tor the period which equals the preceding perod lotal multiphed by the penod interest rate.

The umount of disgorgomunt for tha period

Total Is the preceding period total plus tha inlorast calcuiated tot the period, plust the pancd amount.
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UNITED STATES DISTRICT COURT
DISTRICT OF MINNESOTA
11-CV-3656 (JNE/JJK)

UNITED STATES SECURITIES
AND EXCHANGE COMMISSION
Plaintiff,
PAUL D. CRAWFORD AND
Vs. CRAWFORD CAPITAL CORP.’S
MEMORANDUM IN
GARY A. COLLYARD, COLLYARD OPPOSITION TO THE S.E.C.’S
GROUP, LLC, PAUL D. CRAWFORD, MOTION FOR SUMMARY
CRAWFORD CAPITAL CORP., JUDGMENT

RONALD MUSICH, JOSHUA J. SINGER,
MICHAEL B. SPADINO, MARKETING
CONCEPTS, INC., AND

6@\ CHRISTOPHER C. WEIDES

There are two impediments to the SEC’s motion. Mr. Crawford and his
company were finders. And too much time passed before SEC filed suit:

Since 1981, Mr. Crawford has worked “with very early stage companies in
assisting them in their planning for raising capital.” SEC Exhs. 2 and5;
Deposition of Paul D. Crawford, at pp. 16-17. Mr. Crawford is the sole owner of
Crawford Capital; he has no employees. Id. at 17. He does not act as an
investment advisor. Id. at 18.

He learned about Bixby twelve years ago, in 2003, by attending a
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presentation at its office in Rodgers, Minnesota, and there he met Robert Walker,
who was once famous for all the right reasons. Id. at 20. At the time, Bixby was
“manufacturing and in development and so release a very unique design of corn
stove.” Id. at 20. Mr. Crawford was hardly alone in his optimism. Former
Congressman Gill Gutnecht, among others, also promoted the company. SEC
Exh. 6.

Mr. Crawford, now eighty;years old, entered into a consulting agreement
with Bixby “sometime in 2004.” Id. at 22. Under that agreement, “I received
compensation which I considered were finder’s fees.” Id. at 25. He was not an
employee. Id. at 22. What he did was connect “high net worth individuals who
[were] interested in investing in early stage companies,” to Bixby. Individuals,
emphasized Mr. Crawford, who had “at least a million-dollar net worth” and were
“earning between $200 and $300,000 dollars a year. And people who understand
the risks of investing . . .” Id. at 27.

Mr. Crawford was “very impressed with Bob Walker, and the whole idea of
alternative energy was hot, and I will say at the time it was a very well received
investment opportunity by the people I suggested it to.” Id. at 29. He invited
potential investors to Bixby presentations, “dozens” in number. Id. at 86. He told

those he found the investment was high risk. Id. at 48.
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Mr. Crawford asked Bixby to send private placement memoranda to these
potential investors. Id. at 36. In turn the investors he found would buy shares
from Bixby directly. Id. at 43. Occasionally Mr. Crawford would deliver to Bixby
the investment checks. Id. at 49. But he never represented himself as a
registered broker. Id. at 61. Mr. Crawford himself invested $20,000.00. Id. at 31.

Mr. Crawford’s finder’s fees, 10% of the sum the investors purchased in
Bixby stock, came to $240,000.00. Id. at 51, 63; SEC Exhs. 12 and 46. In some
instances, the fee was less, at 3%, for transactions involving defendant Christopher
Wiedes. Id. at 70.

Some investors purchased additional Bixby stock. Those later investments
did not result in any income for Mr. Crawford, however. Id. at 56. “If the
investors subsequently invested, that was their decision beyond my finder’s fee for
finding them,” he said. Id. at 57.

Mr. Crawford lost his own investment Bixby. It was a disappointment
shared the investors he found, several of whom were deposed.

Take, for example, Gary Bohn, who was convinced by Walker’s
presentations to invest, Id. at 56, and wrote a check for $100,000.00. Id. at 30.
Bohn didn’t employ Mr. Crawford as a personal financial advisor, Id. at 54, and

understood that a commission would be received. Id. at 55. For his part, Mr.



~
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Crawford was not aggressively suggesting the stock. Id. at 57. Mr. Bohn was
aware of the risks, and took them. Id. at 57-58.

Harold Haluptzok invested in several “start-up companies” suggested by
Mr. Crawford. Exh. 14, at 11. Mr. Haluptzok said “[i]t was typical for Mr.
Crawford to send me information,” Id. at 38, and did so with Bixby. Id.at11.
Thereafter, he invested $80,000.00. Id. at 12. There was no evidence Crawford
set the price of the Bixby stock, at $1.60. Id. at 16. Mr. Haluptzok assumed Mr.
Crawford received a commission of 10%. Id. at 21, 65. “Because why would he
do it otherwise?” Id. at 21. Mr. Haluptzok never met Mr. Crawford personally.
Id. at 59. He knew he wasn’t an employee of Bixby. Id. at 60.

Mr. Haluptzok, like many investors, was swayed to invest in Bixby in light
of Robert Walker’s earlier and legitimate success with Select Comfort, a bedding
manufacturer; that business triumph was the sizzle that sold the Bixby steak as it
were. Id. at 61. Mr. Haluptzok knew Mr. Crawford had no management position
in Bixby. Id. at 61. And he knew Crawford’s role was to raise capital. Id. at 62.
Crawford never engaged in financial planning, nor did he discuss Mr. Haluptzok’s
personal needs. Id. at 64. They were both hopeful for Bixby’s once bright future.
Id. at 64-65. The choice to invest left open. Id. at 67.

In sum, Mr. Haluptzok was asked this question and gave the following
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answer: Q: “You looked at [Mr. Crawford] as an individual who found
companies for people to invest in; fair enough? A: Yes.” Id. at 66.

Staley M. Gentry was told by Mr. Crawford that Bixby was “going to be a
profitable venture.” SEC Exh. 17, atp. 12. Mr. Gentry was impressed by the fact
that “the guy that was running Bixby had also done the sleep bed company, and I
figured if he had taken that one to where it had gone, that this would probably be
potentially a good investment.” Id. at 12-13. Mr. Gentry bought 50,000 shares.
About Mr. Crawford, Staley said, "I didn’t think he was an employee of Bixby.”
He’d never personally met Mr. Crawford. Id. at 95. He could not say Mr.
Crawford was a broker or a finder, and didn’t ask. Id. at 99.

Standards for Summary Judgement

You wouldn’t think so by reading the SEC’s brief, but the facts and
inferences are construed in Mr. Crawford’s favor. If there are, as here, genuine

questions of material fact, the motion should be denied. Anderson v. Liberty

Lobby, 477 U.S. 242, 255 (1986); Rule 56 (c), Fed.R.Civ.P.
Mr. Crawford’s testimony, and the testimony of the investors he found,
establishes sufficient proof that a “reasonable trier of fact could return a verdict”

in his favor. Herring v. Canada Life Assurance Company, 207 F.3rd 1026, 1028

(8" Cir. 2000). Mr. Crawford has the right to present his factual defense to the
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jury, to have his day in Court, see generally, Celotex Corp. v. Catrett, 477 U.S.

317, 324 (1986). The “better course” here is to proceed to trial. Anderson, 477
U.S. at 255.

The finder defense and the supporting facts

“Whether someone is acting as a broker-dealer is one of the more nebulous
questions in U.S. Securities regulation.” John L. Orcutt, “Improving the
Efficiency of the Angel Finance Market: A Proposal to Expand the Intermediary
Role of Finders in the Private Capital Raising Setting,” 37 Arizona State Law
Journal, 860, 902 (2005). “[O]nce one leaves the confines of brokerage firms,’
Professor Orcutt explains, “the analysis gets much more difficult.” Id. at 903.
“Are Private Placement Finders Broker-dealers?” Orcutt asks. That inquiry, this
Court’s initial inquiry as well, does “not provide for a simple answer.” 1d.

As Professor Orcutt points out that the SEC has allowed for a finder
exception, which “has developed” over time. Id. at 904. The SEC has carved out
the exception primarily by using of what are called “no-action” letters. And
though it doesn’t say so in its prolix memorandum, the SEC has established its
own internal guidelines that measure whether someone like Mr. Crawford was
actually “involved in negotiations between the issuer and the investor,” and

whether he provided advice as to the “merits of the investment.” Id. at 905
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(citation omitted). And whether, of critical import, Mr. Crawford held himself out
as a broker, Id. at 903, which he most assuredly did not.

Other scholars have discerned a similar ennui. “[I]t is not always easy to
tell when a finder’s activities would require broker-dealer registration.” Thomas
Lee Hazen, Treatise on the Law of Securities Regulation, Sec. 14.4[2][G], at 228
(6™ Ed. 2005)(collecting the cases and the SEC’s no-action letters). In his 2015
supplement, Professor Hazen notes, on the one hand, the SEC’s “narrow view” of
the finder’s exception; on the other, that the exemption has continued vitality.

Supplement at p. 52, n. 135.05 (citing Sinclair & Co. LLC v. Pursuit Inv.

Management, LLC, 903 N.Y.S. 2d 395 (App. Div. 2010); and Clay Martin,

“Murders and Executions: The SEC’s Regrettable Reluctance to Formalize a
Finder’s Exception in M and A Transactions,” 89 N.C.L. Rev. 16 (2011)).

It should come as no surprise, then, that the scholars have suggested a case-
by-case approach. It’s “the best way to allow for distinguishing between finders
acting as broker-dealers and those not actively engaging in ‘effecting transactions
in securities.”” John Polanin, “The ‘Finder’s’ Exception from Federal Broker
Dealer Registration,” 50 Catholic University Law Review, 787, 827 (1991).

A case by case approach is, of course, the same thing as a fact bound

approach. The finder/broker dialectic remains a fact question.
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Given the sui generis response of the SEC to defining and permitting
finder’s fees, the case law limited. The Eighth Circuit has yet to weigh in on the

distinction. The seminal case is S.E.C. v. Kramer, 778 F. Supp. 2d 1320 (M.D.

Fla. 2011), SEC Memorandum at p. 24. The SEC lost Kramer at trial, pooh
poohing in Florida the same factual defenses that Mr. Crawford raises in
Minnesota.

In Kramer, Mr. Kramer and his partner, Mr. Baker, signed an agreement
with a company named Skyway Aircraft to serve as finders. Mr. Baker introduced
officials from Skyway to “Broker-dealers and invited potential investors both to
Skyway’s aircraft demonstrations and to Skyway’s headquarters.” Id. at 1331.
Because he thought Skyway a good investment, Mr. Kramer brought his own
shares, and encouraged others to do so. Id. at 1332. He did not have a securities
license. Some of the investors purchased Skyway shares through Scottrade,
E*trade, and Merrill Lynch. Id. at 1333.

After Skyway failed, the SEC alleged violations of Sec. 15(a)(1) against
Baker and Kramer, and sought disgorgement. Their defense: A finder is not the
same as a broker-dealer, and they were the former. The District Court agreed.

The factors that determine whether an individual is a broker-dealer, the

Kramer Court noted, include “whether a person (1) works as an employee of the
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issuer, (2) receives a commission rather than a salary, (3) sells or earlier sold
securities of another issuer, (4) participates in negotiations between the issuer and
an investor, (5) provides either advice or a valuation as to the merit of an
investment, and (6) actively (rather than passively) finds investors.” Id. at 1334
(citations omitted).

Reviewing additional case law, Kramer recognized the “so-called ‘finder’s
exception’ that permits a person or entity to ‘perform a narrow scope of activities
without triggering the broker/dealer registration requirements.”” Id. at 1336

(quoting Cornhusker Energy Lexington, LLC v. Prospect St. Ventures, 2006 WL

262095 at p. 6 (D. Neb. 2006)).

The Kramer Court focused on the question of whether Kramer and Baker
analyzed the buyer’s “financial needs.” Id. They did not. Moreover, their flat
percentage commission-based compensation did transform their finder status into
something entirely different. Id. (citing David A. Lipton, 15 Broker-Dealer
Regulations Sec. 1:18)). “Merely bringing together the parties to transactions even
those involving the purchase and sale of securities, is not enough” to warrant the
broker registration requirement, is Kramer’s central teaching. Id. at 1336 (quoting

Apex Global Partners, Inc., v. Kaye/Bassman Intern, Corp. 2009 WL 2777869 at p.

3 (N.D. Tex 2009)).
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In rejecting the SEC’s factual claims, the Court specifically found, on the
contested facts, that Mr. Kramer’s “conduct consisted of nothing more than
bringing together the parties to a transaction.” There was no evidence of a price
negotiation. That the investors visited the company’s headquarters and heard
received sales pitches there was not determinative. Mr. Kramer’s own expressed
belief in Skyway as a quality investment did not prove he was a broker, either. Id.
at 1339.

Nor did the consulting agreement, which encouraged the bringing in of
investors, doom the finder’s defense. Id.

The SEC did not perfect an appeal in Kramer. The Agency takes issue with
the decision, calling it an aberration, without having exercised further review.

The merits

The SEC bears the burden of proving a violation of the registration

requirement. SEC v. Ginsburg, 362 F.3d 1292, 1298 (11" Cir. 2004). Kramer and

the scholars recognize Mr. Crawford has a defense. The Exchange’s subjective
view — that the finder’s claim here has no merit, SEC Memorandum at pp. 23-25 —
is belied by Mr. Crawford’s testimony, and testimony of those he introduced to the
promise of Bixby. Mr. Crawford has made the factual predicate.

A finder he is.

10
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. Note the following:

-Mr..Crawford was never an employee of Bixby, rather a consultant on an
agreed upon commission. Those who invested assumed he was paid accordingly,
the 10% figure far from unfathomable.

-Mr. Crawford was not compensated if the investor bought additional shares.

-Mr. Crawford was not a financial advisor to the investors. To the extent one
of the investors felt that he was, remains a question of fact.

-The investors bought directly from Bixby.

-Mr. Crawford did not negotiate price between Bixby and the investors.

(W\ -Mr. Crawford believed the investment a good one, and plunked down
$20,000.00 of his own money.

-Mr. Crawford told the SEC in his deposition that he was not a broker but a
finder.

The SEC counters that Mr. Crawford invited investors to meetings at Bixby,
provided promotional material, and made suggestions for additional investments.
Memorandum at p. 25. But these same facts were present in Kramer. Where Mr.
Kramer urged his investors to read Skyway literature delivered to them. Where he,

too, thought the investment was a good one, and received a commission for the

Skyway sales. j

11
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And here, as in Kramer, there is no evidence that Mr. Crawford “possessed
authority over the accounts of others,” or convinced any investor to “entrust him
with assets.” Id. at 1339. Also here, as in Kramer, there is no evidence that Mr.
Crawford contacted a broker to sell Bixby securities. Id. at 1340.

The factual distinction between a broker and finder may well be nebulous,
but it is one for the jury to decide. |

Statute of Limitations

The SEC has anticipated the issue. Memorandum at 28 n. 13. The five-year
statute of limitations applies where the SEC seeks relief for “any civil fine, penalty,
or forfeiture, pecuniary or otherwise.” 28 U.S.C. 2462. The five-year clock begins

when the conduct giving rise to the SEC’s claim occurs. Gabelli v. SEC, 133 S.Ct.

1216, 1222 (2013). Here it is that moment when Mr. Crawford last offered the
alleged security as an investment. Id.

There is no delayed discovery exception. See SEC v. Graham, 21 F. Supp.

3" 1300, 1309 (S.D. Fla. 2014). The five-year statute applies as well to
disgorgement. Id. at 1309-10. The SEC has appealed Graham, but unless

overruled it provides guidance here. The decision may be in conflict, though, with

SEC v. Rind, 991 F.2d 1486 (9" Cir.), cert. denied, 510 U.S. 963 (1993). The

Supreme Court has not reached the issue. Gabelli, 133 S.Ct. at 1220 n. 1.

12



CASE 0:11-cv-03656-JNE-JJK Document 173 Filed 10/07/15 Page 13 of 13

The SEC’s Complaint was filed on December 21, 2011. Docket Entry 1.
The central claim is that in 2006, Bixby’s audit committee became aware of the
finder’s fees paid. A draft report of the investigation suggested a violation of
securities laws. Id. at para. 24. According to the complaint, Mr. Crawford’s
involvement in Bixby investments was from “February 2004 to November 2006.”
Id. at para. 33.

Five years passed before the SEC initiated this action.

Dated: October 7, 2015 Respectfully submitted,

/s/ Paul Engh

Paul Engh, #134685
Suite 1225

220 South Sixth Street
Minneapolis, MN 55402
612.252.1100

Lawyer for Mr. Paul D. Crawford and
Crawford Capital Corp.

13



CASE 0:11-cv-03656-JNE-JJK Document 179 Filed 10/21/15 Page 1 of 11

UNITED STATES DISTRICT COURT

DISTRICT OF MINNESOTA
UNITED STATES SECURITIES
AND EXCHANGE COMMISSION,
Plaintiff,
\A : Civ. Act. No. 11-cv-3656 (JNE/JJK)

GARY A. COLLYARD, COLLYARD
GROUP, LLC, PAUL D. CRAWFORD,
CRAWFORD CAPITAL CORP., RONALD :
MUSICH, JOSHUA J. SINGER, MICHAEL :
B. SPADINO, MARKETING CONCEPTS,
INC., AND CHRISTOPHER C. WEIDES,

Defendants.

PLAINTIFF SECURITIES AND EXCHANGE COMMISSION’S REPLY
MEMORANDUM IN SUPPORT OF ITS MOTION FOR
SUMMARY JUDGMENT AGAINST DEFENDANTS
PAUL D. CRAWFORD AND CRAWFORD CAPITAL CORP.

In their opposition Crawford and CCC do not raise any genuine issues of material
fact; rather they merely dispute the applicable law and the legal analysis of the
undisputed facts. The Court, rather than a jury, is required to decide such legal issues.
Further, Crawford’s and CCC’s reliance on one, out-of-jurisdiction district court case that
is unlikely to survive appellate review does not mean that “too much time passed before
SEC filed suit.” Doc. No. 173 at 1. Instead, the statute of limitations does not preclude

the SEC’s case and summary judgment is appropriate.
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ARGUMENT

I SUMMARY JUDGMENT IS REQUIRED WHEN THE ONLY ISSUE IS
THE INTERPREATION OF UNDISPUTED FACTS

Crawford and CCC are correct that the facts and inferences are construed in their
favor. See, e.g., Robert Johnson Grain Co. v. Chemical Interchange Co., 541 F.2d 207
(8th Cir. 1976). However, they ignore the obvious proposition that when the only issues
to be decided in a case are issues of law, summary judgment should be granted. As stated
by the Eighth Circuit, “[sJummary judgment is proper where there is a question of law
but no issue of facts. Grant of the motion is not precluded because the question of law is
important, difficult or complicated.” Aho v. Erie Mining Co., 466 F.2d 539, 541 (8th Cir.
1972); see also Cearley v. General Am. Transp. Corp., 186 F.3d 887, 889 (8th Cir. 1999)
(“Where the unresolved issues are primarily legal rather than factual, summary judgment
is particularly appropriate.”). Further, “where the only conflict is as to what legal
conclusions should be drawn from the undisputed facts, a summary judgment should be
entered.” Aho, 466 F.2d at 541. Contrary to Crawford’s and CCC’s claims, summary
judgment in unregistered broker cases — when, as here, material facts are not in dispute —
is appropriate and routinely granted in favor of the SEC by courts across the country.
See, e.g., SEC v. Imperiali, Inc., 594 Fed.Appx. 957, 961 (11th Cir. Dec. 2, 2014); SEC v.
George, 426 F.3d 786, 797 (6th Cir. 2005); SEC v. Stratocomm Corp., 2 F. Supp. 3d 240,
262-63 (N.D.N.Y. 2014); SEC v. Art Intellect, Inc., 2013 WL 840048, *20-21 (D. Utah
March 6, 2013); SEC v. Gagnon, 2012 WL 994892, *11 (E.D. Mich. March 22, 2012);

SEC v. Montana, 464 F. Supp. 2d 772, 785 (S.D. Ind. 2006); SEC v. Martino, 255 F.



CASE 0:11-cv-03656-JNE-JJK Document 179 Filed 10/21/15 Page 3 of 11

Supp. 2d 268, 283-84 (S.D.N.Y. 2003); SEC v. Corporate Relations Group, Inc., 2003
WL 25570113, *17-18 (M.D. Fla. March 28, 2003); SEC v. Kenton Capital Ltd., 69 F.
Supp. 2d 1, 12-13 (D.D.C. 1998).

A. THERE ARE NO GENUINE ISSUES OF MATERIAL FACT

As made clear by their opposition, there are no material facts or inferences that are
in dispute. Among other facts, Crawford and CCC do not dispute that (1) Crawford and
CCC actively, rather than passively, found over 50 investors; (2) Crawford invited
investors to meetings at Bixby and provided Bixby promotional material; (2) Crawford
and CCC received $240,000 in transaction-based compensation for soliciting over 50
Bixby investors who purchased over $2 million Bixby securities; (3) Crawford
recommended that investors purchase Bixby stock (including additional investments) and
advised investors regarding the nature of the investment; (4) Crawford handled investor
funds by receiving checks from investors; and (5) Crawford and CCC solicited investors
for many other issuers.

Crawford’s and CCC’s attempts to create material issues of fact are disingenuous.
For example, Crawford’s self-serving testimony that he thought he was a “finder” is
irrelevant given the lack of a scienter element. The fact that Crawford invested in Bixby
himself is also irrelevant. Equally moot is the fact that he never told any potential
investor that he was acting as a broker, especially considering Crawford’s history as a
registered stock broker and the evidence — unchallenged by Crawford — that he knew he
had “securities issues” by soliciting Bixby investments and therefore operated on a

“handshake deal.” See Exhs. 3 and 8.
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Finally, the SEC does not contest several of the facts cited by Crawford and CCC,
such as the fact that Crawford was not employed by Bixby, that Crawford never
possessed authority over the accounts of others, or that Crawford never contacted any
other broker to sell Bixby securities. These are not disputed issues of material facts, but
rather only some of the less important factors certain courts look to when determining
whether an individual acted as an unregistered broker.! Further, at least one court has
found the fact a defendant was not employed by';che issuer to weigh in favor of finding he
was a broker. See Martino, 255 F. Supp. 2d at 284 (finding that unregistered broker had
written agreements with clients describing “consulting” services that plainly described
“brokerage services”);” compare George, 426 F.3d at 797 (affirming grant of summary
judgment for SEC regarding unregistered broker status despite fact defendant was not
employed by the issuer).

Instead of raising issues of material fact, Crawford and CCC merely argue that
such facts establish under SEC v. Kramer, 778 F. Supp. 2d 1320 (M.D. Fla. 2011) — an
out-of-jurisdiction district court case that is far from the seminal case in this area — that

they were “finders” rather than brokers. Since the only question is what legal

! As discussed in the opening brief, although the listed factors are not exhaustive
and no one consideration is universally dispositive, transaction-based compensation is
most commonly discussed as the key factor. Cornhusker Energy Lexington LLC v.
Prospect St. Ventures, 2006 WL 2620985 at *6 (D. Neb. Sept. 12, 2006) (transaction-
based compensation is “one of the hallmarks of being a broker-dealer”).

2 This is exactly why Crawford, because of his “securities issues,” operated on a
“handshake deal” instead of a written agreement.

4
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conclusions are to be drawn from an established set of facts, summary judgment is
required.

B. CRAWFORD AND CCC RELY EXCLUSIVELY ON NON-
PRECEDENTIAL AUTHORITY AND A DISTINGUISHABLE CASE

In opposing summary judgment, Crawford e}md CCC first rely heavily on scholarly
articles. As this court is well aware, although scholarly articles may be helpful at times,
they do not carry the weight of prior judicial decisions. Although discussing SEC “no-
action” letters generally, Crawford and CCC fail to cite any specific “no-action” letter
supporting their position.” Furthermore, when analyzing the case law, Crawford and
CCC rely exclusively on Kramer, an out-of-district case that conflicts with virtually
every other case on the issue. Kramer is especially in conflict with other authorities
(including cases within the same circuit) regarding the significance of the solicitation of
investments and the receipt of transaction-based compensation when determining broker
activity. See, e.g., Imperiali, 594 Fed.Appx. at 961; George, 426 F.3d at 797; SEC v.
US. Pension Trust Corp., 2010 WL 3894082, *20-21 (S.D. Fla. Sept. 10, 2010);
Corporate Relations Group, 2003 WL 25570113, at *17-18.

Kramer is also easily distinguishable on its facts. In Kramer, the issuer

(Skyway) never retained the alleged unregistered broker (defendant Kramer), who was

3 SEC “no-action” letters also have no binding effect on the SEC and therefore no
precedential value. Securities Act Release No. 5098 (Oct. 7, 1970), 35 Fed.Reg. 17,779
(1970) (“[No-action ... responses by the staff are subject to reconsideration and should
not be regarded as precedents binding on the [SEC].)”; see also Amalgamated Clothing &
Textile Workers Union v. SEC, 15 F.3d 254, 257 (2d Cir.1994) (finding even when
affirmed by the SEC, staff no-action letters are interpretive because they do not bind the
SEC, the parties, or the courts).
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paid by another party (Baker) who Skyway had retained to obtain financing. 778 F.
Supp. 2d at 1338-40. Kramer then merely introduced a registered broker, Talib, to Baker
and drove Talib to Skyway’s headquarters. /d. at 1339. The court held that this activity —
merely bringing together the parties to a transaction — did not qualify Kramer as a broker.
Id

In addition, Kramer only told a small, close group of approximately ten friends
and intimates about Skyway, and merely opined that Skyway seemed like a good
investment and directed attention to Skyway’s website and press releases. Id. at 1339-40.
Baker then requested that Kramer collect and send to Baker reports of purchases of
Skyway shares. Id. at 1340. In exchange for such reports, Kramer was compensated
through Baker in the form of Baker’s shares of Skyway stock. /d.

Unlike in Kramer, Crawford and CCC had a direct contractual relationship with,
and were paid directly by Bixby for selling stock. Also unlike in Kramer, Crawford’s
investors were (or became) his clients, were not merely “friends and intimates,” and
numbered over fifty. And as detailed throughout the SEC’s Motion, Crawford did much
more than merely bring two parties together to a transaction, or share his opinion that
Bixby was a good company and refer potential investors to Bixby’s website and press
release. The undisputed facts establish, among other things, that Crawford (1) actively
and aggressively pursued clients across the country, (2) provided advice and information
about investing in Bixby, (3) discussed the details of the transactions with investors, (4)
sponsored investor meetings with Bixby, (5) distributed promotional material, (6) helped

fill out subscription agreements, (7) handled client funds, and (8) sold the securities of

6
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other issuers. Compare id. at 1340 (finding that the SEC failed to present similar
admissible evidence as to Kramer). This case is fundamentally different from the
situation at issue in Kramer. The court should find that Crawford and CCC acted as
unregistered brokers as a matter of law and impose appropriate remedies.
II. STATUTE OF LIMITATIONS IS NO DEFENSE

Crawford’s and CCC'’s statute of limitations defense, which relies exclusively on
an outlier out-of-circuit district court decision unlikely to survive appellate review,
should be rejected. By its express wording, 28 U.S.C. § 2462 applies only where the
SEC seeks relief that a court deems punitive — “any civil fine, penalty, or forfeiture,
pecuniary or otherwise.” On the other hand, where the relief sought is equitable or
remedial, § 2462 does not apply.

A.  SECTION 2462 DOES NOT APPLY TO EQUITABLE RELIEF

Courts routinely hold that § 2462 does not limit the time for the SEC to file claims
seeking equitable or remedial relief such as disgorgement, permanent injunctions, or
officer and director bars. See, e.g., SEC v. Quinlan, 373 Fed.Appx. 581, 588 (6th Cir.
2010) (affirming district court’s conclusion that “the risk to the investing public
outweighed the severe collateral consequences of the equitable relief, and, therefore, that
the permanent injunction and officer and director bar were remedial rather than
punitive.”); Riordan v. SEC, 627 F.3d 1230, 1234-35 (D.C. Cir. 2010) (disgorgement and
cease-and-desist order not subject to five-year statute of limitations); Zacharias v. SEC,
569 F.3d 458, 471-72 (D.C. Cir. 2009) (“[A]n ‘order to disgorge is not a punitive

measure; it is intended primarily to prevent unjust enrichment.’”) (citations omitted); SEC

7
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v. Rind, 991 F.2d 1486, 1492 (9th Cir. 1993) (declining to impose a limitations period in
SEC enforcement actions seeking injunctions and disgorgement); SEC v. Kelly, 663 F.
Supp. 2d 276, 286-87 (S.D.N.Y. 2009) (“[T]he great weight of the case law in this
jurisdiction supports the SEC’s contention that equitable remedies are exempted from
section 2462’s limitations period.”).

In an analogous situation, this Court recently found that § 2462 does not apply to
government claims for equitable relief for violations of the Clean Water Act. In United
States v. Mlaskoch, 2014 WL 1281523 (D. Minn. March 31, 2014), Chief Judge Tunheim
found that § 2462 did not apply to the United States’ claims for injunctive and remedial
relief, even if it would preclude the recovery of damages. Id. at *11-13. Judge Tunheim
wrote: “Courts interpreting the scope of § [2462] have determined that by its terms §
[2462] “does not bar equitable remedies.” Id. at *11 (quoting Sierra Club v. Otter Tail
Power Co., 615 F.3d 1008, 1018 (8th Cir. 2010) and citing United States v. Telluride Co.,
146 F.3d 1241, 1245 (10th Cir. 1998) and United States v. Banks, 115 F.3d 916, 919
(11th Cir. 1997)).

And when interpreting a different statute of limitations provision, the Eighth
Circuit has held that such statute did not apply to an equitable claim for injunction relief.
See Allen v. Amalgamated Transit Union Local 788, 554 F.2d 876, 881-82 (8th Cir.
1977) (finding that Missouri’s five-year statute of limitations for breach of written
contracts was inapplicable to plaintiff’s equitable claim for injunctive relief) (citing

Holmberg v. Armbrecht, 327 U.S. 392 (1946)).
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B. GRAHAM IS AN OUTLIER THAT WAS WRONGLY DECIDED

Crawford and CCC rely exclusively on SEC v. Graham, 21 F. Supp. 3d 1300,
1309 (S.D. Fla. 2014) for the contrary proposition that the five-year statute of limitations
also applies to disgorgement. The Graham decision is currently on appeal with the
Eleventh Circuit, with oral argument scheduled for November 4, 2015. See Eleventh
Circuit Docket No. 14-13562. Simply stated, Graham is an outlier and unlikely to
survive appellate review. It conflicts with every case cited above and even Eleventh
Circuit precedent, including Nat’l Parks and Conservation Ass’n, Inc. v. Tenn. Valley
Auth., 502 F.3d 1316, 1326 (11th Cir. 2007) (finding that a five-year statute “applies only
to claims for legal relief; it does not apply to equitable remedies”) and Banks, 115 F.3d at
919 (holding that the government’s enforcement action seeking to enjoin future conduct
was a claim for equitable relief not subject to § 2462). The recent Supreme Court
decision Gabelli v. SEC, 133 S.Ct. 1216 (2013), relied on by the Graham court, does not
support the result. In Gabelli, the Supreme Court did not address the applicability of §
2462 and specifically noted that its holding did not extend to injunctive relief and
disgorgement claims. /d. at 1220 n.1, 1224.

Further, at least two other recent cases decided after Graham declined to follow its
decision and found in favor of the SEC on this issue. See SEC v. Funinaga, 2014 WL
4977334, at *6 (D. Nev. Oct. 3, 2014) (refusing to follow Graham and finding Gabelli
inapplicable in holding that § 2462 does not apply to disgorgement claims) and SEC v.
Lecroy, 2014 WL 4403147, at *1 n.1, 5 (N.D. Ala. Sept. 5, 2014) (relying on Nat’l Parks

and Conservation Ass’n and Banks in denying defendant’s motions for leave to file a

9
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motion to dismiss and for summary judgment on statute of limitations claim because §
2462 does not apply to equitable remedies of disgorgement and injunctive relief).
Indeed, Chief Judge Tunheim in Mlaskoch did not even discuss Gabelli when finding §
2462 inapplicable to injunctive relief.

Additionally, two separate SEC Administrative Law Judges have also recently
come to the same conclusion that § 2462 does not apply to equitable remedies. See In the
Matter of Anthony, Jr., et al., File No. 3-15514, 2015 WL 779516, at *79-80 (Initial
Decision Feb. 25, 2015) (stating that Graham “is not controlling law and is an outlier,
even among subsequent district court cases, including one in the Eleventh Circuit,” citing
LeCroy and Funinaga, and finding that Gabelli “simply does not address the situation at
issue here”); In the Matter of Malouf, File No. 3-15918, 2015 WL 1534396, at *35-36
(Initial Decision April 7, 2015) (stating that the court is not persuaded by the Graham
reasoning that “the longstanding precedents on the pertinent limitations period were
swept aside, in effect by the Supreme Court’s decision in Gabelli, which specifically
noted that its holding did not extend to injunctive relief and disgorgement claims.”).

C. CRAWFORD AND CCC ACTED AS UNREGISTERED BROKERS
WITHIN THE STATUORY PERIOD

Finally, even if a five-year statute of limitations applies to all forms of relief, as
late as 2011 and 2012, Crawford, through CCC, acted as an unregistered broker by
actively soliciting Bixby investments and the exercise of warrants. For example, on May
29, September 7, September 30, and October 8, 2011, Crawford solicited clients to

exercise Bixby warrants. See Exhs. 20-23. And on February 26, 2012, Crawford

10
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solicited clients to purchase Bixby shares. See Exh. 24. Therefore, as Crawford’s
misconduct continued as late as 2012, months affer the filing of this action, § 2462 does
not preclude any of the relief sought by the SEC.

CONCLUSION

For the reasons set forth above, the SEC respectfully requests that the Court enter
summary judgment on liability against Defendants Paul Crawford and Crawford Capital
Corporation on Count I of the Amended Complaint, enter permanent injunctions against
bthem, and order monetary sanctions of disgorgement, prejudgment interest, and civil
penalties.

Dated: October 21, 2015 Respectfully submitted,

6@ s/_Timothy J. Stockwell
~ Jonathan Polish

Charles J. Kerstetter
Timothy J. Stockwell (D.C. Bar #484238)
U.S. Securities and Exchange
Commission
175 West Jackson Blvd., Suite 900
Chicago, Illinois 60604
T. 312-596-6049 (Stockwell)
stockwellt@sec.gov

Attorneys for Plaintiff
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UNITED STATES DISTRICT COURT

DISTRICT OF MINNESOTA
United States Securities and Exchange
Commission,
Plaintiff,
V. Case No. 11-CV-3656 (JNE/JJK)

ORDER
Gary A. Collyard, Collyard Group, LLC,
Paul D. Crawford, Crawford Capital Corp.,
Ronald Musich, Joshua J. Singer, Michael
B. Spadino, Marketing Concepts, Inc., and
Christopher C. Weides,
Defendants.

I Background

The SEC brought this action on December 21, 2011 alleging that at various points
between 2001 and 2010, the defendants violated Section 15(a) of the Securities Exchange Act of
1934, 15 U.S.C. § 780(a), by acting as unregistered brokers in offering and selling the securities
of Bixby Energy Systems, Inc. (“Bixby”). Compl. §f 1-5, 38-40, Dkt. No. 1. The SEC alleged
that defendants Gary A. Collyard (“Collyard”) and Collyard Group, LLC (“Collyard Group™)
further violated the securities laws by making material misrepresentations and omissions
regarding Bixby in connection with the offer and sale of Bixby securities. Am. Compl. §{ 40-44,
48-54, Dkt. No. 95.

Collyard Group, Paul D. Crawford (“Crawford™), and Crawford Capital Corp. (“CCC”)
are the only defendants still contesting the merits of the allegations. In April 2015, the Court

granted summary judgment against Collyard Group’s owner, Collyard, on each of the counts

alleged against him. Dkt. No. 149. The other five defendants settled.
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Three motions by the SEC are currently before the Court: (A) a motion for summary
judgment against Crawford and CCC (“Crawford Motion™) (see Dkt. Nos. 165 [SEC-CCC Br.},
173 [Opp.], 179 [Reply]), (B) a renewed motion for summary judgment against Collyard Group
(“Collyard Group Motion”) (see Dkt. No. 159 [SEC-CG Br.}), and (C) a motion for monetary
relief against defendant Christopher C. Weides (“Weides Motion”) (see Dkt. No. 154 [SEC-CW
Br.]).

IL. Analysis

Summary judgment is proper if “the movant shows that there is no genuine dispute as to
any material fact and the movant is entitled to judgment as a matter of law.” Fed. R. Civ. P.
56(a). To support an assertion that a fact cannot be or is genuinely disputed, a party must cite “to
particular parts of materials in the record,” show “that the materials cited do not establish the
absence or presence of a genuine dispute,” or show “that an adverse party cannot produce
admissible evidence to support the fact.” Fed. R. Civ. P. 56(c)(1)(A)-(B). “The court need
consider only the cited materials, but it may consider other materials in the record.” Fed. R. Civ.
P. 56(c)(3). In determining whether summary judgment is appropriate, a court must view
genuinely disputed facts in the light most favorable to the nonmovant, Ricci v. DeStefano, 557
U.S. 557, 586 (2009), and draw all justifiable inferences from the evidence in the nonmovant’s
favor, Anderson v. Liberty Lobby, Inc., 477 U.S. 242, 255 (1986).

A. Crawford Motion

The SEC alleges that Crawford and his company CCC each violated Section 15(a) by
acting as unregistered brokers in connection with the offer and sale of Bixby securities from
approximately February 2004 through November 2006. Am. Compl. § 3-5, 6, 35, 46-47.

Section 15(a) makes it unlawful for a broker to “make use of the mails or any means or
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instrumentality of interstate commerce to effect any transactions in, or to induce or attempt to
induce the purchase or sale of, any security . . . unless such broker or dealer is registered” with
the SEC in accordance with Section 15(b). 15 U.S.C. § 780(a).

Crawford and CCC deny “acting as a broker or a broker[-]dealer” and assert as defenses
that they acted as a “finder,” not a broker, and that the action is time-barred. Answer {27,
defenses §9 1-2, Dkt. No. 46. They admit that they “received fees of $240,000 February 2004 to
November 2006.” Id. §33."

All of the following facts are uncontested. > Crawford made an initial investment of
around $20,000 in Bixby. Opp. 3. For some period of time, pursuant to an agreement with co-
defendant Weides, who had an agreement with Bixby, Crawford began referring other investors
to Bixby, and Weides paid him a 3% commission on each referral’s investment. Opp. 3; SEC-
CCC Br. Ex. 2, Crawford Dep. 71:7-17, 73:20-23. Crawford then entered into a consulting
agreement directly with Bixby pursuant to which Bixby paid a 10% fee on any investments made
by persons whom Crawford “found” and referred to Bixby. Opp. 2-3. He was not a Bixby
employee. Opp. 2; SEC-CCC Br. Ex. 2, Crawford Dep. 22:4-15. Craw'ford and CCC received
$240,000 in fees from Bixby, representing 10% of the investments that his “clients,” as he called

them, made in Bixby. Opp. at 3; SEC-CCC Br. Ex. 2, Crawford Dep. 25:15-27:14, 51:21-53:5;

! Crawford answered the original complaint, but not the amended complaint. As the SEC
acknowledged, the amended complaint only added allegations against Collyard and Collyard
Group and did not change any allegations against Crawford or CCC. The SEC did not seek any
consequences for Crawford or CCC’s failure to answer the amended complaint.

2 The SEC did not authenticate the documents it submitted as exhibits, but no defendant
challenges their authenticity. The Crawford defendants, in fact, rely on some of the exhibits.
Therefore, to the extent that the exhibits submitted by the SEC support the facts it contends they
support, and to the extent that no party cites to conflicting facts in the record, the Court considers
those facts to be undisputed for purposes of these motions. Fed. R. Civ. P. 56(e)(2).
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SEC-CCC Br. Ex. 12. Bixby paid these fees in the amounts of $8,000 to Crawford and $232,000
to CCC. SEC-CCC Br. Ex. 12; id. Ex. 2, Crawford Dep. 49:23-50:4.

Crawford’s efforts to connect investors with Bixby were significant and multi-faceted.
He invited potential investors to Bixby presentations. Opp. 2; SEC-CCC Br. Ex. 2, Crawford
Dep. 30:11-17. He also emailed CCC clients regularly, unsolicited, to suggest investments in
Bixby or other companies—typically in glowing terms predicting, for example, “blockbuster”
sales in “a very short period of time.” SEC-CCC Br. Ex. 13, Bohn Dep. 27:14-28:10, 33:22-
34:17, 35:23-37:8; id. Ex. 14, Haluptzok Dep. 42:11-44:25. Some of his other emails to CCC
clients provided follow-up information on their investments and urged them to exercise warrants
to purchase more stock. Id. Ex. 13, Bohn Dep. 29:20-30:1, 31:22-32:14; id. Ex. 14, Haluptzok
Dep. 18:18-21:10, 22:14-23:12, 25:14-26:6. He also provided advice to CCC clients about how
to take advantage of tax credits. /d. Ex. 13, Bohn Dep. 46:10-47:12; id. Ex. 14, Haluptzok Dep.
45:12-22. In addition to these solicitations, Crawford asked Bixby to send private placement
memoranda to the potential investors he had identified. Opp. 3. Sometimes the investors
purchased their shares directly from Bixby, but sometimes they gave Crawford their checks
made out to Bixby, and Crawford passed the checks to Bixby to finalize the investments. Id. at
3; SEC-CCC Br. Ex. 2, Crawford Dep. 43:9-14, 49:3-13; id. Ex. 13, Bohn Dep. 23:7-16; id. Ex.
14, Haluptzok Dep. 14:14-23; id. Ex. 18. Crawford also, on at least one occasion, assisted a
client in completing the subscription agreement for his investment and forwarded the agreement
to Bixby. Id. Ex. 13, Bohn Dep. 20:13-21:13. He also represented to CCC clients that he could

negotiate prices of Bixby stock. E.g., id. Ex. 14, Haluptzok Dep. 34:11-35:10; Ex. 24.> And he,

3 In his opposition, Crawford asserts, without citing to any evidence, that he did not
negotiate price between Bixby and the investors. Opp. 11. Mere assertions do not create a
genuine dispute; Crawford was required to cite “to particular parts of materials in the record.”
Fed. R. Civ. P. 56(c)(1).
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at least once, informed CCC clients that the firm could arrange a Bixby-related credit line deal
for them on “extraordinary” terms. Id. Ex. 13, Bohn Dep. 25:19-26:17.

Although Crawford was registered as a broker earlier in his career, his license was
suspended in 1996 on the grounds that he had sold unregistered securities, and he never
reinstated it. SEC-CCC Br. Ex. 2, Crawford Dep. 10:15-12:3; see also Answer § 12. CCC was
also not registered pursuant to Section 15(b) during the relevant time period. SEC-CCC Br. Ex.
2, Crawford Dep. 16:22-24.

i Whether Crawford Acted as an Unregistered Broker

The Exchange Act defines “broker” as “any person engaged in the business of effecting
transactions in securities for the account of others,” with certain exceptions not relevant here. 15
U.S.C. § 78c(a)(4)(A) (emphasis added). The cases focus on what it means to be “engaged in the
business” and to “effect[] transactions.” It is uncontested that the Bixby stock purchased by
Crawford-referred investors was a security. The parties differ, however, on whether Crawford
was acting as a broker within the meaning of Sections 3 and 15(a) or as a “finder” not subject to
Section 15(b)’s registration requirement.

There is a dearth of binding case law on the question of what it means to act as a broker.
The parties cite only non-binding cases, mostly from district courts outside of the Eighth Circuit,
and scholarly articles. The Court has found only one decision in this circuit addressing the
question, and its discussion was brief. SEC v. Ridenour, 913 F.2d 515, 517 (8th Cir. 1990). The
Ridenour court affirmed the holding that the defendant was a broker-dealer because of his “level
of activity”—engaging in “a series of transactions” involving securities over two years—and the
fact that he “attempted to obtain and keep a regular clientele” for his deals, which he negotiated.

Hd
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One of the more commonly cited cases on this question held that whether a person was
acting as a broker is informed by multiple factors: whether the person “1) is an employee of the
issuer; 2) received commissions as opposed to a salary; 3) is selling, or previously sold, the
securities of other issuers; 4) is involved in negotiations between the issuer and the investor; 5)
makes valuations as to the merits of the investment or gives advice; and 6) is'an active rather
than passive finder of investors.” SEC v. Hansen, No. 83 Civ. 3692, 1984 WL 2413, at *10
(S.D.N.Y. Apr. 6, 1984). In that case, Hansen was not an employee; he was a contractor paid by
commission. Id. at *11. He had previously sold securities on behalf of another issuer and had
applied for broker-dealer registration but was denied. /d. He “was an active and aggressive
finder of investors,” seeking them out through advertisements, hosting seminars, and frequently
sending potential investors letters “which extolled the virtues” of the issuer and the investment
programs it was offering. Id. at *2, *11. He also “frequently gave those investors extensive
advice with regard to the merits of the [investment] programs,” telling them, for example, that
“they would receive large returns on any capital invested” and providing estimates of potential
returns. Id. at *3, *11. Even though the court did not find that he had engaged in negotiations
with the issuer on behalf of potential investors, the court found that these facts, in addition to the
fact that he “regularly participated at key points in the chain of distribution of the [] securities,”
id. at *10, added up to a conclusion that Hansen acted as a broker, id. at *11.

Many courts have adopted some or all of the so-called Hansen factors. E.g., SEC v.
StratoComm Corp., 2 F. Supp. 3d 240, 262 (N.D.N.Y. 2014) (considering the Hansen factors
regarding solicitation, negotiations, and transaction-based compensation); Landegger v. Cohen,
No. 11-cv-01760-WJM-CBS, 2013 WL 5444052, at *5 (D. Colo. Sept. 30, 2013) (citing

Hansen); SEC v. Art Intellect, Inc., No. 2:11-CV-357, 2013 WL 840048, at *20 (D. Utah Mar. 6,
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2013) (citing the following Hansen factors: “solicitation of investors to purchase securities,
involvement in negotiations between the issuer and the investor, and receipt of transaction-
related compensation™); SEC v. Offill, No. 3:07-CV-1643-D, 2012 WL 246061, at *7 (N.D. 'Tex.
Jan. 26, 2012) (same); SEC v. Kramer, 778 F. Supp. 2d 1320, 1334 (M.D. Fla. 2011) (citing all
Hansen factors); Found. Ventures, LLC v. F2G, Ltd, No. 08 Civ. 10066 (PKL), 2010 WL
3187294, at *5 (S.D.N.Y. Aug. 11, 2010) (citing Hansen); Salamon v. Teleplus Enters., Inc., No.
Civ. 05-2058 (WHW), 2008 WL 2277094, at *8 (D.N.J. June 2, 2008) (quoting SEC v. Martino,
255 F. Supp. 2d 268, 283 (S.D.N.Y. 2003) (quoting Hansen)); cf. John L. Orcutt, Improving the
Efficiency of the Angel Finance Market, 37 Ariz. St. L.J. 861, 906, 908, 914-16 (2005)
(explaining that making investment recommendations, participating in negotiations, receiving
transaction-based compensation, actively locating potential investors, having previously sold
securities, and assisting others in settling securities transactions are all indications of broker
activity); John Polanin, Jr., The “Finder’s” Exception from Federal Broker-Dealer Registration,
40 Cath. U. L. Rev. 787, 827 (1991) (“Conducting sales efforts, making recommendations about
securities, participating in negotiations between buyers and sellers of securities, holding
investors’ funds or securities, and receiving transaction-based compensation are hallmarks of the
broker-dealer. Engaging in any one of these activities may be sufficient to require registration if
carried on with any degree of regularity.”).

For example, in Martino, citing the Hansen factors, the district court held at summary
judgment that the defendants “plainly acted as brokers” when they regularly and affirmatively
solicited investors, acted as “middlemen” between the investors and issuers, were not employees

of the issuers, received transaction-based commissions, “participated in the sale of stock of
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numerous issuers over a period of several years,” and assisted in negotiating the stock sales at
issue. 255 F. Supp. 2d at 283-84.

Other courts have considered slightly different or additional factors, including “handling
customer funds and securities, participating in the order-taking or order-routing process, and
extending or arranging for the extension of credit in connection with a securities transaction.”
Art Intellect, 2013 WL 840048, at *20 (citing, e.g., Mass. Fin. Servs. Inc. v. Sec. Investor Prot.
Corp., 411 F. Supp. 411, 415 (D. Mass. 1976)). Other factors may include “analyzing the
financial needs of an issuer,” “recommending or designing financing methods,” discussing
“details of securities transactions,” and recommending an investment. Kramer, 778 F. Supp. 2d
at 1334 (quoting Cornhusker Energy Lexington, LLC v. Prospect St. Ventures, 2006 WL
2620985, *6 (D. Neb. 2006)).

The Sixth Circuit affirmed the use of the following factors, mostly adopted from Hansen:
“regular participation in securities transactions, employment with the issuer of the securities,
payment by commission as opposed to salary, history of selling the securities of other issuers,
involvement in advice to investors[,] and active recruitment of investors.” SEC v. George, 426
F.3d 786, 797 (6th Cir. 2005). In George, a defendant argued that he was not employed by the
issuer (which other courts typically construe as supporting a finding that the defendant is a
broker) and that he did not receive compensation because he lost money through his own
investment. Id. The Sixth Circuit found that even if it accepted those arguments, the SEC’s
evidence that he “was regularly involved in communications with and recruitment of investors
for the purchase of securities” would suffice to support the entry of summary judgment against

him. Jd. (citing SEC v. Kenton Capital, Ltd., 69 F.Supp.2d 1, 13 (D.D.C. 1998)).
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Hansen also found that the alleged broker must have had “a certain regularity of
participation in securities transactions at key points in the chain of distribution.” 1984 WL 2413,
at *10 (internal citation omitted); see also Found. Ventures, 2010 WL 3187294, at *5; Salamon,
2008 WL 2277094, at *8 (quoting Martino, 255 F.Supp.2d at 283) (quoting Hansen). The
“regularity of participation” has been measured by “such factors as the doliar amount of
securities sold” and “the extent to which advertisement and investor solicitation were used.”
Kenton, 69 F. Supp. 2d at 13. This analysis appears to bear on whether the defendant has
“engaged in the business.” Some courts consider the regularity of a defendant’s participation to
be a primary signifier. Kramer, 778 F. Supp. 2d at 1334; Landegger, 2013 WL 5444052, at *5
(citing Kenton, 69 F. Supp. 2d at 12). The Eighth Circuit’s attention to the Ridenour defendant’s
“level of activity” is particularly instructive. 913 F.2d at 517.

Others courts place great weight on whether the defendant received commissions,
considering the receipt of transaction-based compensation to be “one of the hallmarks of broker
status.” Kramer, 778 F. Supp. 2d at 1334 (quoting Cornhusker, 2006 WL 2620985, at *6);
Landegger, 2013 WL 5444052, at *5. The “underlying concern [is] that such compensation
represents a potential incentive for abusive sales practices that registration is intended to regulate
and prevent.” Landegger, 2013 WL 5444052, at *5; see also Orcutt, supra, at 908.

Most courts do not require the SEC to establish each of the various cited factors in order
to prevail on summary judgment, but rather determine that some combination of factors
establishes that the defendant acted as a broker. See, e.g., George, 426 F.3d at 797 (discussed
above); StratoComm Corp., 2 F. Supp. 3d at 263 (granting summary judgment against a
defendant who solicited investors, “relayed terms of the transactions and handled related

paperwork,” and received transaction-based compensation); At Intellect, 2013 WL 840048, at
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*21 (granting summary judgment against defendants on Section 15(a)(1) claims based on the
defendants’ active solicitations of investors); Kenton, 69 F. Supp. 2d at 12-13 (awarding
summary judgment to the SEC based on the defendants’ active solicitation of investors and the
volume of their business—receiving pledges to invest from over forty individuals, twelve of
whom actually invested); Hansen, 1984 WL 2413, at *10-11 (discussed above). But see SEC v.
U.S. Pension Trust Corp., 2009 WL 2365702, at *9 (S.D. Fla. July 30, 2009).

Considering the factors discussed above, including the Eighth Circuit’s emphasis on the
defendant’s “level of activity” and maintenance of a client base in Ridenour, the Court easily
concludes based on this record that Crawford was acting as a broker. 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 tﬁe 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 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. Viewed

as a whole and in the light most favorable to him, the undisputed facts could only support a

10
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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.

The SEC has also met its burden with regard to CCC. Crawford was CCC’s sole owner
and its only employee during the relevant time. See Opp. 1 (citing SEC-CCC Br. Ex. 2,
Crawford Dep. 17). Correspondence submitted by the SEC in support of its motion shows that
Crawford communicated with investors and with Bixby in his capacity as CCC’s owner and/or
employee. E.g., SEC-CCC Br. Exs. 9, 10, 16. In addition, Bixby paid nearly all of the
undisputed $240,000 in commission payments to CCC, with only $8,000 going to Crawford
personally. Crawford’s broker activity can thus be imputed to CCC. Vohs v. Miller, 323 F.
Supp. 2d 965, 972 (D. Minn. 2004); Martino, 255 F. Supp. 2d at 283; see also Kenton, 69 F.
Supp. 2d at 5, 13 (finding both a company and its president liable where the president made all of
the company’s decisions).

Crawford’s primary substantive defense relies entirely on SEC v. Kramer, 778 F. Supp.
2d 1320 (M.D. Fla. 2011), and a few scholarly articles to establish what he construes as a
“finder’s exception” to Section 15(a) liability. Crawford is correct that courts and the SEC have
at times declined to find Section 15(a) liability where a defendant acted as a finder by “[m]erely
bringing together the parties to transactions.” Id. at 1336. But that characterization does not
apply to the facts in this case. Crawford and CCC were much more actively involved in
soliciting the client base, recommending that clients invest (and reinvest) in Bixby and other
issuers, and assisting with the logistics of the investment, including handling clients’ checks. In
Kramer, unlike here, the court found that the defendant never received transaction-based
compensation from the issuer directly as a result of referring investors to the company, and also

credited testimony that the defendant recommended the investment only to “a small but close
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group” of friends and intimates, not a client base. 778 F. Supp. 2d at 1339-40. In contrast,
Crawford and CCC admittedly targeted clients and received commissions based on those clients’
investments in Bixby.

Crawford also insists that because he believed he was a finder, he was thus not subject to
the registration requirement, implying that scienter is an element of a Section 15(a) claim, but he
offers no authority for this suggestion. The statute makes no reference to scienter. 15 U.S.C. §
780(a). And courts have held that scienter is not a requirement for liability. E.g., Art Intellect,
2013 WL 840048, at *20; Offill, 2012 WL 246061, at *6; Martino, 255 F. Supp. 2d at 283. But
even if he did not believe he was violating the law, Crawford was formerly a registered broker
and must be charged with familiarity with the regulatory scheme. He 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. SEC-CCC Br. Ex. 2, Crawford Dep. 59:10-60:13; id. Ex. 8.
Crawford cites nothing in the record to create a genuine dispute over this evidence.

The SEC has met its burden of showing that it is entitled to judgment as a matter of law
on the question of whether Crawford and CCC acted as unregistered brokers. Therefore,
summary judgment is merited against both defendants.

i, Statute of Limitations Defense

Crawford also argues that the SEC’s claims against him are barred by the five-year

statute of limitations imposed by 28 U.S.C. § 2462. That statute provides that “an action, suit or

proceeding for the enforcement of any civil fine, penalty, or forfeiture, pecuniary or otherwise,
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shall not be entertained unless commenced within five years from the date when the claim first
accrued ....” 28 U.S.C. § 2462.

Section 2462 plainly bars any request for civil penalties based on alleged violations that
occurred more than five years before a lawsuit was filed. The SEC does not contest this legal
conclusion, but ;isserts that evidence in the record shows that Crawford and CCC continued to
act as unregistered brokers by actively soliciting Bixby investments and the exercise of warrants
as late as 2011 and 2012. Reply 10-11. The Amended Complaint, however, does not allege
continuing violations by Crawford or CCC into 2012. Rather, although it generally alleges that
Bixby sold securities from 2001 to 2010, as to Crawford and CCC specifically, it alleges only
that these two defendants sold Bixby securities “[f]rom approximately February 2004 to
November 2006 . ...” Am. Compl. § 35. The SEC filed its complaint in December 2011.
Therefore, the SEC’s request for civil penalties is barred by Section 2462 because it is based on
violations alleged to have occurred up until November 2006. See Gabelli v. SEC, 133 S. Ct.
1216, 1220, 1224 (2013).

The Court does not agree, however, with Crawford’s contention that the entire complaint,
including the SEC’s requests for disgorgement and a permanent injunction, is time-barred as
against him. Crawford, noting that the Supreme Court expressly declined to reach this question
in Gabelli, 133 S. Ct. at 1220 n.1, asks this Court to follow a Southern District of Florida case to
determine post-Gabelli that Section 2462 extends to claims for disgorgement and injunctive
relief. SEC v. Graham, 21 F. Supp. 3d 1300, 1309-10 (S.D. Fla. 2014). But that decision is
something of an outlier. See SEC v. Quinlan, 373 Fed. Appx. 581, 589 (6th Cir. 2010) (affirming
the district court’s holding that the injunction sought was remedial rather than punitive and

therefore “not a ‘penalty’ subject to § 2462’s five-year statute of limitations”); Sierra Club v.
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Otter Tail Power Co., 615 F.3d 1008, 1018 (8th Cir. 2010) (“28 U.S.C. § 2462 by its terms . . .
does not bar equitable remedies.”); Riordan v. SEC, 627 F.3d 1230, 1234-35 (D.C. Cir. 2010)
(holding that Section 2462 did not prevent the SEC from seeking disgorgement of profits related
to alleged violations outside the five-year statute of limitations and also did not bar a cease-and-
desist order); United States v. Mlaskoch, Civ. No. 10-2669 (JRT/LIB), 2014 WL 1281523, at
*12-13 (D. Minn. Mar. 31, 2014) (holding that Section 2462 did not bar the government’s claims
for injunctive or remedial relief); SEC v. Geswein, 2 F. Supp. 3d 1074, 1084 (N.D. Ohio 2014)
(refusing to reconsider its holding that Section 2462 did not apply to the SEC’s claims for
injunctive relief and disgorgement); SEC v. Kelly, 663 F. Supp. 2d 276, 287 (S.D.N.Y. 2009)
(“[S]ection 2462’s statute of limitations applies to the SEC’s request for civil penalties but not to
its request for permanent injunctive relief, disgorgement, or an officer and director bar.”); see
also SEC v. Rind, 991 F.2d 1486, 1491-92 (9th Cir. 1993) (holding that no statute of limitations
limited the government’s requests for disgorgement and an injunction).

Crawford’s invitation to read into Section 2462 a limitation on requests for equitable
relief as well as “any civil fine, penalty, or forfeiture” runs counter to “the well-established rule
that ‘an action on behalf of the United States in its governmental capacity . . . is subject to no
time limitation, in the absence of congressional enactment clearly imposing it.” Mlaskoch, 2014
WL 1281523, at *12 (quoting United States v. Banks, 115 F.3d 916, 919 (11th Cir. 1997)). It
also conflicts with the canon of construction that statutes of limitation that arguably could apply
to the government “must receive a strict construction in favor of the Government.” Id. (quoting
United States v. Findett Corp., 220 F.3d 842, 848 (8th Cir. 2000). Such an interpretation would
also fail to recognize that civil penalties are “a different kind of relief” than relief that, for

example, seeks to “restore the status quo.” Gabelli, 133 S. Ct. at 1223.
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Many courts state categorically that Section 2462 does not bar equitable relief, without
engaging in a fact-specific analysis to determine whether the equitable relief sought in each case
is punitive or remedial in nature, but many other courts undertake the fact-specific analysis.
Quinlan, 373 Fed. Appx. at 587 (collecting cases for both the categorical and fact-specific
approaches); SEC v. Wyly, 950 F. Supp. 2d 547, 558 (S.D.N.Y. 2013) (same). For example, even
in Graham, the case Crawford relies on, the district court based its holding at least in part on its
factual finding that the SEC’s requests were punitive, including the request for injunctive relief
“where, as here, no evidence (or allegations) of any continuing harm or wrongdoing has been
presented.” 21 F. Supp. 3d at 1310.

In this case, the record amply supports the conclusion under either a categorical or fact-
specific analysis that the SEC’s requests for disgorgement, prejudgment interest, and injunctive
relief are not barred by Section 2462. Unlike in Graham, the SEC cites evidence showing that
Crawford and CCC are reasonably likely to violate Section 15(a) again unless enjoined. See
infra Section II(A)(iii). The SEC’s evidence and argument demonstrates that it seeks the
injunction not to penalize, but rather to protect the investing public from future Section 15(a)
violations by these defendants. See Quinlan, 373 Fed. Appx. at 588; see also SEC v. Quan, No.
CIV. 11-723 ADM/JSM, 2014 WL 4670923, at *11 (D. Minn. Sept. 19, 2014), amended, 2014
WL 6982914 (D. Minn. Dec. 10, 2014) (“The purpose of the injunctive relief is to protect the
investing public and to enforce the securities laws.”). As for the request for disgorgement, this
type of relief is equitable, not punitive—it “merely requires the return of wrongfully obtained
profits; it does not result in any actual economic penalty or act as a financial disincentive to
engage in securities fraud.” SEC v. Brown, 658 F.3d 858, 860-61 (8th Cir. 2011) (quoting

Kenton, 69 F.Supp.2d at 17); see also SEC v. O’Hagan, 901 F. Supp. 1461, 1472 (D. Minn.

15
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1995) (“Disgorgement has long been held to be within the district court’s equitable powers under
the Exchange Act.”). An award of prejudgment interest is also an equitable remedy that seeks to
prevent unjust enrichment. SEC v. Teo, 746 F.3d 90, 109 (3d Cir. 2014); O’Hagan, 901 F. Supp.
at 1473.

The Court is satisfied that the SEC’s requests for injunctive relief, disgorgement, and
prejudgment interest are not a “civil fine, penalty, or f&rfeiture” limited by Section 2462. E.g.,
Quinlan, 373 Fed. Appx.l at 589; Mlaskoch, 2014 WL 1281523, at *12-13.

iil. Remedies

The Court now turns to the SEC’s requests for a permanent injunction against Crawford
and CCC and an order for disgorgement and prejudgment interest.

A “permanent injunction requires the SEC to prove that the defendant violated the law
and that there is a reasonable likelihood of future violations.” SEC v. Gruenberg, 989 F.2d 977,
978 (8th Cir. 1993). The undisputed facts show that over a period of years, Crawford and CCC
acted as unregistered brokers, garnering at least $240,000 in commissions from over $2 million
of investments by their clients. Their 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. SEC v. Capital Sols. Monthly Income Fund, LP, 28 F. Supp. 3d 887,
893 (D. Minn. 2014); O’Hagan, 901 F. Supp. at 1473. The SEC also cites undisputed deposition
testimony showing that Crawford and CCC continued to act as brokers, soliciting clients to
invest or re-invest in Bixby as late as 2011 and 2012, even after the SEC filed its complaint.
SEC-CCC Br. Ex. 14, Haluptzok Dep. 26:13-27:14, 34:2-22; id. Ex. 17, Gentry Dep. 31:8-33:16.
Crawford also was previously disciplined for violations of the rules governing broker-dealers

with a sanction suspending his broker-dealer license, and it is undisputed that he chose not to
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renew his license after the suspension was lifted, even though he was familiar with the
registration requirement. These facts further support the conclusion that Crawford may continue
to flout the securi?ies laws in his continued role as CCC’s owner. See Gruenberg, 989 F.2d at
978 (“evidence of past violations provides basis for inference that future violations may occur”).
Crawford and CCC also continue to contest liability, insisting that their actions fall within a
“finder’s exception” to Section 15(b) requirements and that they should be free to continue their
business, which supports an inference that they may continue to operate as purported “finders”
unless enjoined. See Quinlan, 373 Fed. Appx. at 588; Capital Sols., 28 F. Supp. 3d at 895. 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) again. Gruenberg, 989 F.2d at 978.
The SEC also seeks disgorgement of the $240,000 that Crawford and CCC received as
commissions for their clients’ investments in Bixby. This total amount is undisputed, as is the
source and the fact that these payments were commissions. Opp. 2-3; Answer § 33. As
explained above, although Crawford and CCC earned these commissions in 2004-2006, Section
2462 does not prevent the government from seeking disgorgement of these amounts.
Disgorgement prevents unjust enrichment by requiring the return of wrongfully acquired profits.
Brown, 658 F.3d at 860-61. Therefore, disgorgement of the $240,000 is appropriate.*
Prejudgment interest also prevents a defendant from profiting from securities violations.

O’Hagan, 901 F. Supp. at 1473. “It is within the District Court’s equitable discretion to decide

4 The SEC did not specify how it seeks to have the Court allocate the total disgorgement
amount between the two defendants or whether it seeks an imposition of joint and several
liability; this question also may affect the imposition of prejudgment interest. Without further
clarification on these points, the Court will not impose entry of judgment on the SEC’s motion
for disgorgement and prejudgment interest as against Crawford and CCC. The SEC may submit
a supplemental memorandum addressing solely these questions on or before January 6, 2016,
with responses due January 20, 2016.
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whether payment of interest should be ordered, and to decide upon both the interest rate and the
period of time on which the interest will be calculated.” SEC v. Teo, 746 F.3d 90, 109 (3d Cir.
2014) (citing SEC v. First Jersey Secs., Inc., 101 F.3d 1450, 1476 (2d Cir.1996)). In deciding
whether an award of prejudgment interest is warranted, a court should consider “(i) the need to
fully compensate the wronged party for actual damages suffered, (ii) considerations of fairmess
and the relative equities of the award, (iii) the remedial purpose of the statute involved, and/or
(iv) such other general principles as are deemed relevant by the court.” First Jersey, 101 F.3d at
1476 (citing Wickham Contracting Co. v. Local Union No. 3,955 F.2d 831, 833-34 (2d Cir.
1992)); see also Kenton, 69 F. Supp. 2d at 16. There is precedent for ordering interest at the IRS
underpayment rate through the entry of judgment when the defendant has had control over the
unlawful gains for the entire period. Teo, 746 F.3d at 109; First Jersey, 101 F.3d at 1477,
Kenton, 69 F. Supp. 2d at 16-17.

Crawford does not specifically challenge the request for prejudgment interest, but insists
generally that all of the SEC’s claims for relief were time-barred under Section 2462. As
explained above, the Court concludes that the SEC’s requests for equitable relief do not fall
within Section 2462’s limitations. Nor was any “delay” by the SEC in bringingA suit so great as
to raise fairness concerns with regard to the time period on which the SEC asks the Court to
calculate interest. Had the SEC filed its suit merely a month earlier, it would have been within
five years of the last date of Crawford’s violations (November 2006). Therefore, any alleged
delay on the SEC’s part has not unduly extended the length of time for which the SEC seeks
prejudgment interest. See First Jersey, 101 F.3d at 1476. Moreover, Crawford and CCC do not
argue that they did not have control of the $240,000 of fees during the entire period, nor do they

offer any other reason why the requested award might be unfair. For these reasons, an award of
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prejudgment interest on the Bixby fees that Crawford and CCC must disgorge is reasonable and
warranted to prevent them from profiting from their Section 15(a) violations.

B. Collyard Group Motion

Before the Court is the SEC’s second motion for summary judgment against Collyard
Group. The Amended Complaint alleges that Collyard Group and Collyard, who “owned and
controlled” the company, acted as unregistered brokers in connection with the offer and sale of
Bixby securities in violation of 15 U.S.C. § 780(a), and knowingly made material
misrepresentations and omissions in violation of 15 U.S.C. §§ 77q(a)(2) and 78j(b) and Rule
10b-5(b). Am. Compl. § 12-13, 30-31, 34, 40-54. Earlier this year, the Court granted summary
judgment against Collyard on collateral estoppel grounds in light of his guilty plea in a parallel
criminal action, but found that the SEC had not explained how Collyard’s guilty plea established
that Collyard Group violated the securities laws as alleged. Dkt. No. 149, at 4.

The SEC’s renewed motion adequately supports the conclusion that Collyard’s liability
for the violations alleged in the Amended Complaint should be imputed to Collyard Group. A
business entity can be held liable for the securities law violations of its agents. Cummings v.
Paramount Partners, LP, 715 F. Supp. 2d 880, 906 (D. Minn. 2010) (imposing securities fraud
liability on a limited partnership because it “is an inanimate entity that can act only through its
agents”); SEC v. Haligiannis, 470 F. Supp. 2d 373, 381-82 (S.D.N.Y. 2007) (holding at summary
judgment that an officer’s liability for securities law violations should be imputed to the entity
defendants, including a limited liability company); Vohs v. Miller, 323 F. Supp. 2d 965, 972 (D.
Minn. 2004); see also Egan v. United States, 137 F.2d 369, 379-80 (8th Cir. 1943) (upholding
jury verdict that a corporation was liable for the criminal acts of its officers “acting, although

illegally, within the scope of their employment™).
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The SEC cites a document in the record, signed by Collyard, showing that he was the
“sole member/sole manager” of Collyard Group, was its registered agent, and was “the manager
or other person exercising the principal functions of the chief manager” of Collyard Group.
SEC-CG Br. Ex. 7. In addition, by failing to respond in a timely manner to requests for
admission properly served by the SEC on Collyard Group’s attorney of record, Collyard Group
conclusively admitted that Collyard was the sole owner, officer, and employee of Collyard
Group; that he “made all decisions concerning Collyard Group;” that he “maintained total
control of Collyard Group;” and that he was the sole recipient of any of its profits. SEC-CG Br.
Ex. 599 1-2, 4, 6-8; id. Ex. 6; Luick v. Graybar Elec. Co., 473 F.2d 1360, 1362 (8th Cir. 1973)
(“Unanswered requests for admissions render the matter requested conclusively established for
the purpose of that suit.”). |

Given the near-inseparability of Collyard and Collyard Group as established by
undisputed evidence and admissions, the Court concludes that Collyard’s liability for the
securities law violations alleged in the Amended Complaint should be imputed to Collyard
Group to the extent that he was acting on its behalf. To that end, the SEC notes Collyard
Group’s admissions that “[w]hile Collyard was engaging in the malfeasance set forth in his plea
agreement,” upon which this Court relied in holding Collyard liable in this action, “he was doing
so in his capacity as a principal of Collyard Group,” and he “used Collyard Group as an
instrumentality in furtherance of the malfeasance set forth in his plea agreement . .. .” SEC Ex.
599 26-27. The SEC also cites evidence showing that Collyard, through a Collyard Group email
address, pursued compensation from Bixby in connection with “the funding raised to date,” and
that Bixby paid Collyard Group $415,654 in “[nJonemployee compensation” in 2006. SEC-CG

Br. Exs. 9-10. Because Collyard Group does not oppose the SEC’s motion, this evidence is
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undisputed. It is also undisputed that Collyard Group has never been registered as a broker or
associated with a registered broker. For these reasons, the Court determines that the SEC is
entitled to judgment as a matter of law against Collyard Group on Counts I, II, and III of the
Amended Complaint. See Soliman v. Johanns, 412 F.3d 920, 922-23 (8th Cir. 2005)
(determining that entry of summary judgment was proper despite a party’s failure to respond to
the motion).

The SEC seeks a permanent injunction against Collyard Group. The SEC must show
“that the defendant violated the law and that there is a reasonable likelihood of future violations.”
Gruenberg, 989 F.2d at 978. Here, the SEC fails to support the second point. The documents it
submitted show that Collyard Group has been administratively terminated and that its sole owner
and officer was sentenced in 2013 to serve ten years in prison. SEC-CG Br. Exs. 3, 5, 924,7.
Moreover, this Court has already permanently enjoined Collyard from future violations of the
relevant securities laws, Dkt. No. 149, at 5-6, and the SEC has taken the position that Collyard
Group has no other officers, members, or employees. Therefore, the SEC’s request for a
permanent injunction against Collyard Group is denied. ’

C. Weides Motion

On April 7, 2015, in accordance with defendant Christopher C. Weides’ (“Weides”)
consent agreement with the SEC (“Consent”), the Court entered judgment against Weides and
permanently enjoined him from future violations of Section 15(a). Dkt. No. 150. Consistent
with the Consent, the Court ordered that Weides was “liable for disgorgement of $177,000,
representing profits gained as a result of the conduct alleged in the complaint, plus prejudgment

interest of $71,752,” but determined that it would “set the specific amounts of disgorgement and

prejudgment interest to be paid, if any and . . . also determine whether to impose civil penalties
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... and in what amounts, at a separate hearing upon due notice and motion by the SEC.” Id.
Weides would be able to present evidence at the hearing, and the SEC would be able to conduct
further discovery “for the purposes of determining the amount of ill-gotten gains and civil
penalties, if any.” Id.

In the Consent, Weides agreed ‘that “solely for the purposes of such motion” to determine
the amounts of disgorgement, prejudgment interest, and civil penalty, if any, “the allegations of
the complaint shall be accepted and deemed true by the Court.” Id Ex. A §4.

The SEC’s current motion seeks an award of $177,000 in disgorgement, prejudgment
interest of $71,752.17, and an appropriate civil penalty. SEC-CW Br. 6.

Consistent with the Consent, the Court deems all of the following allegations to be true.
In the Amended Complaint, the SEC alleged that Weides violated Section 15(a) by acting as an
unregistered broker in selling over $1.9 million in Bixby securities from 2003 to 2006 and
receiving at least $177,000 in cash commissions as compensation. Am. Compl. §{ 4, 6, 38, 46.
Weides had previously been associated with registered broker-dealers, but was not during the
relevant period. Id. §20. By acting as an unregistered broker, Weides deprived investors who
purchased Bixby shares through him of the protections afforded by the registration and
regulation of brokers under the federal securities laws. /d. §4. In or around 2010, “Weides also
acted as an intermediary in the sale of Bixby securities in several secondary market transactions”
by “contact[ing] several Bixby investors to solicit their interest in selling their Bixby shares and
coordinat[ing] the transfer of ownership of Bixby securities to new purchasers.” Id. §39. The
SEC does not specifically allege that Weides was compensated for his actions in 2010 or that he

caused losses to any of the new purchasers or sellers.
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The Court finds that disgorgement and an award of prejudgment interest are appropriate
in order to prevent Weides from profiting from his ill-gotten gains. SEC v. Brown, 658 F.3d 858,
860-61 (8th Cir. 2011); SEC v. O’'Hagan, 901 F. Supp. 1461, 1472-73 (D. Minn. 1995). For
purposes of this motion only, the Court accepts that Weides received at least $177,000 as -
compensation for his violations of the securities laws from 2003 to 2006. Pursuant to this
Court’s April 7, 2015 Order, he is also liable for $71,752.17 in prejudgment interest. Dkt. No.
150. Weides does not oppose the SEC’s motion for monetary relief.” Accordingly, the Court
finds that disgorgement in the amount of $177,000, with prejudgment interest in the amount of
$71,752.17, is merited.

The Court declines, however, to order Weides to pay a civil penalty. As explained above,
the Court cannot grant civil penalties based on defendants’ actions more than five years before
the SEC filed the complaint. 28 U.S.C. § 2462; Gabelli v. SEC, 133 S. Ct. 1216, 1220, 1224
(2013). Although the SEC argues that “Weides profited significantly from acting as an
unregistered broker-dealer,” SEC-CW Br. 5, the only profits it cites relate to Weides’ activities
wholly or predominantly during a time period beyond the statute of limitations. The Court
accepts that Weides’ Section 15(a) violations from 2003 to 2006 caused investors to pay over
$1.9 million for Bixby securities, and that Weides earned at least $177,000 in cash commissions
from these sales. Am. Compl. § 38. But the Court will not award a civil penalty based on
Weides’ actions before December 2006, and the SEC has not specified what losses or ill-gotten

gains, if any, stem specifically from Weides’ conduct during December of 2006, the only time

5 After the SEC filed the Weides Motion, Weides’ counsel moved to withdraw from the
representation, and her motion was granted, over Weides’ objection, upon a finding that “[t]here
is no evidence to suggest that Weides cannot competently represent himself” at the hearing on
the Weides Motion, “[n]or was there any evidence submitted to convince [the presiding
magistrate judge] that allowing withdrawal would significantly delay the resolution of this case.”
Oct. 27, 2015 Order, at 3, Dkt. No. 182. Weides did not subsequently file any documents pro se.

23



CASE 0:11-cv-03656-JNE-JJK Document 184 Filed 12/09/15 Page 24 of 25

period within the statute of limitations. See Riordan, 627 F.3d at 1234 (noting that the SEC’s

request for civil penalties “pose[d] no statute of limitations problem” because it was based solely

on defendant’s activities during the time period falling within the statute of limitations). No

gains or losses specifically connected to Weides’ actions in 2010 have been brought to the

Court’s attention. On the record before it, the Court denies the SEC’s request to impose civil

penalties on Weides.

II1. Order

Based on the files, records, and proceedings herein, and for the reasons stated above, IT

IS ORDERED THAT:

1.

The SEC’s motion for summary judgment against Paul D. Crawford and Crawford
Capital Corp. [Dkt. No. 163] is GRANTED IN PART and DENIED IN PART. Entry
of summary judgment against Paul D. Crawford and Crawford Capital Corp. on
Count I of the Amended Complaint is ORDERED. The Court further GRANTS the
SEC’s request for injunctive relief, but DENIES its request for civil penalties.

Defendants Paul D. Crawford and Crawford Capital Corp., and each of them, and all
officers, agents, servants, employees, attorneys, and persons in active concert or
participation with either or both of them who receive actual notice of this Order by
personal service or otherwise are permanently restrained and enjoined from violating
Section 15(a) of the Securities Exchange Act of 1934 by making use of the mails or
any means or instrumentality of interstate commerce to effect any transactions in, or
to induce or attempt to induce the purchase or sale of, any security (other than an
exempted security or commercial paper, bankers’ acceptances, or commercial bills)
without being registered in accordance with Section 15(b) of the Exchange Act.

The SEC’s renewed motion for summary judgment against Collyard Group, LLC
[Dkt. No. 157] is GRANTED IN PART and DENIED IN PART. Entry of summary
judgment is ORDERED. The Court DENIES the SEC’s request for a permanent
injunction.

The SEC’s motion for monetary relief against Christopher C. Weides [Dkt. No. 151]
is GRANTED IN PART and DENIED IN PART. The Court GRANTS the SEC’s
requests for disgorgement and prejudgment interest, but DENIES its request for civil
penalties.

Defendant Christopher C. Weides is liable for disgorgement of $177,000, together
with prejudgment interest in the amount of $71,752.17. Payments of such judgment
shall be made to the Clerk of this Court.
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LET JUDGMENT BE ENTERED ACCORDINGLY.

Dated: December 9, 2015

s/ Joan N. Ericksen

JOAN N. ERICKSEN
United States District Judge
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UNITED STATES DISTRICT COURT

District of Minnesota

United States Securities and Exchange

Commission, JUDGMENT IN A CIVIL CASE
Plaintiff,

Case Number: 11-cv-3656 (JNE/JJK)

Gary A. Collyard, Collyard Group, LLC,
Paul D. Crawford, Crawford Capital Corp.,
Ronald Musich, Joshua J. Singer, Michael
B. Spadino, Marketing Concepts, Inc., and
Christopher C. Weides,

Defendants.

D]ury Verdict. This action came before the Court for a trial by jury. The issues have been tried and the jury
has rendered its verdict.

(m ecision by Court. This action came to trial or hearing before the Court. The issues have been tried or
- eard and a decision has been rendered.

IT IS ORDERED AND ADJUDGED THAT:

1. The SEC’s motion for summary judgment against Paul D. Crawford and Crawford Capital Corp.
[Dkt. No. 163] is GRANTED IN PART and DENIED IN PART. Entry of summary judgment
against Paul D. Crawford and Crawford Capital Corp. on Count I of the Amended Complaint is
ORDERED. The Court further GRANTS the SEC’s request for injunctive relief, but DENIES its
request for civil penalties.

2. Defendants Paul D. Crawford and Crawford Capital Corp., and each of them and all officers,
agents, servants, employees, attorneys, and persons in active concert or participation with either
or both of them who receive notice of this Order by personal service or otherwise are permanently
restrained and enjoined from violating Section 15(a) of the Securities Exchange Act of 1934 by
making use of the mails or any means or instrumentality of interstate commerce to effect any
transactions in, or to induce or attempt to induce the purchase or sale of, any security (other than
an exempted security or commercial paper, bankers’ acceptances, or commercial bills) without
being registered in accordance with Section 15(b) of the Exchange Act.

3. The SEC’s renewed motion for summary judgment against Collyard Group, LLC [Dkt. No. 157]
is GRANTED IN PART and DENIED IN PART. Entry of summary judgment is ORDERED.
The Court DENIES the SEC’s request for a permanent injunction.
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(W‘\ 4. The SEC’s motion for monetary relief against Christopher C. Weides [Dkt. No. 151] is
GRANTED IN PART and DENIED IN PART. The Court GRANTS the SEC’s request for
disgorgement and prejudgment interest, but DENIES its request for civil penalties.

5. Defendant Christopher C. Weides is liable for disgorgement of $177,000, together with
prejudgment interest in the amount of $71,752.17. Payments of such judgment shall be made to
the Clerk of this Court.

Date: December 9, 2015 RICHARD D. SLETTEN, CLERK

s/April Murch

(By) April Murch, Deputy Clerk
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UNITED STATES DISTRICT COURT

District of Minnesota

United States Securities and Exchange
Commission JUDGMENT IN A CIVIL CASE
Plaintiff,
v.
Case Number: 11-cv-03656-JNE-JJK
Gary A. Collyard, Collyard Group, LLC, Paul
D. Crawford, Crawford Capital Corp., Ronald
Musich, Joshua J. Singer, Michael B. Spadino,
Marketing Concepts, Inc., and Christopher C.
Weides,
Defendant(s).

DJury Verdict. This action came before the Court for a trial by jury. The issues have been tried and the jury
has rendered its verdict.

@@Decision by Court. This action came to trial or hearing before the Court. The issues have been tried or
heard and a decision has been rendered.

IT IS ORDERED AND ADJUDGED THAT:

1. Defendants, Paul D. Crawford (“Crawford”) and Crawford Capital Corp. (“CCC”), are jointly and
severally liable for disgorgement of $240,000, together with prejudgment interest in the amount of
$128,692.22.

2. Defendants, Paul D. Crawford (“‘Crawford”) and Crawford Capital Corp. (“CCC”), shall satisfy this
obligation by paying disgorgement of $240,000 and prejudgment interest of $128,692.22 to the SEC within
14 days after entry of this Judgment.

3. Defendants, Paul D. Crawford (“Crawford”) and Crawford Capital Corp. (“CCC”), may transmit payment
electronically to the SEC, which will provide detailed ACH transfer/Fedwire instructions upon request.
Payment may also be made directly from a bank account via Pay.gov through the SEC website at
http://www.sec.gov/about/offices/ofm.htm. Defendants may also pay by certified check, bank cashier’s
check, or United States postal money order payable to the SEC, which shall be delivered or mailed to:

Enterprise Services Center
Accounts Receivable Branch
6500 South MacArthur Boulevard
Oklahoma City, OK 73169
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and shall be accompanied by a letter identifying the case title, civil action number, and name of this Court;
Defendant Crawford or CCC (as applicable) as a defendant in this action; and specifying that payment is
made pursuant to this Judgment.

4. Defendants, Paul D. Crawford (“Crawford”) and Crawford Capital Corp. (“CCC”), shall simultaneously
transmit photocopies of evidence of payment and case identifying information to the SEC’s counsel in this
action. By making this payment, Defendants, Paul D. Crawford (“Crawford”) and Crawford Capital Corp.
(“CCC”), relinquish all legal and equitable right, title, and interest in such funds and no part of the funds
shall be returned to Defendants, Paul D. Crawford (“Crawford”) and Crawford Capital Corp. (“CCC”). The
SEC shall send the funds paid pursuant to this Judgment to the United States Treasury.

5. The SEC may enforce the Court’s judgment for disgorgement and prejudgment interest by moving for
civil contempt (and/or through other collection procedures authorized by law) at any time after 14 days
following entry of this Final Judgment. Defendants, Paul D. Crawford (“Crawford”) and Crawford Capital
Corp. (“CCC”), shall jointly and severally pay postjudgment interest on any delinquent amounts pursuant to
28 U.S.C. § 1961.

6. The Court shall retain jurisdiction of this matter for all purposes, including, but not limited to, enforcement
of the terms of this Judgment.

7. There being no just reason for delay, pursuant to Rule 54(b) of the Federal Rules of Civil Procedure, the
Clerk is hereby directed to enter this Judgment forthwith and without further notice.

Date: 1/28/2016 RICHARD D. SLETTEN, CLERK

s/Thomas Schappa
(By) Thomas Schappa, Deputy Clerk




