
UNITED STATES OF AMERICA 
Before the 

SECURITIES AND EXCHANGE COMMISSION 

ADMINISTRATIVE PROCEEDING 
File No. 3-20823 

In the Matter of 

LYNN D CAWTHORNE 

Respondent. 

DIVISION OF ENFORCEMENT’S MOTION FOR DEFAULT AND OTHER RELIEF 

I. Introduction

The Division of Enforcement (the “Division”), pursuant to Rule 155(a) and 220(f) of the

Commission’s Rules of Practice, 17 C.F.R. §§ 201.155(a) and 201.220(f), moves for entry of an 

Order finding Respondent Lynn D. Cawthorne in default and determining this proceeding against 

him upon consideration of the record.  The Division sets forth the grounds below.  

II. History of the Case

The Commission issued the Order Instituting Proceedings (“OIP”) on April  15, 2022

pursuant to Section 15(b) of the Securities Exchange Act of 1934 (“Exchange Act”) and Section 

203(f) of the Investment Advisers Act of 1940 (“Advisers Act”).  In summary, the OIP alleges that 

Cawthorne, while associated with broker-dealers and investment advisers, defrauded the Food and 

Nutrition Service (“FNS”), an agency of the U.S. Department of Agriculture (“USDA”), by 

submitting a false claim for reimbursement claiming more than the actual number of children fed 

through the program, resulting in overpayment wired to his bank account.  These facts led to 

Cawthorne’s guilty plea in the criminal case against him.  Cawthorne pled guilty to one count of 
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wire fraud in violation of 18 U.S.C. §1343 and one count of failure to file tax returns in violation 

of 26 U.S.C. § 7203. United States v. Cawthorne, Case No. 5:18-cr-00107-EEF-MLF. 

 On July 25, 2022, the Division filed an Amended Notice of Proof of Service and Executed 

Affidavit of Service confirming that Cawthorne had been served with the OIP and the Division’s 

Notice that Documents Are Available for Inspection and Copying.  As of this date, Cawthorne has 

not filed an answer or any other response to the OIP.   

III. Memorandum of Law 

 A. Cawthorne’s Criminal Case 

 On April 26, 2018, a federal grand jury in the Western District of Louisiana returned an 

indictment against Cawthorne charging him with one count of conspiracy to commit wire fraud 

(18 U.S.C. § 1349) and seven counts of wire fraud (18 U.S.C. § 1343).1  On December 18, 2019, 

a federal grand jury in the Western District of Louisiana  returned an indictment against Cawthorne 

charging him with two counts  of aiding and assisting in making a false tax return (26 U.S.C. § 

7206(2)).2 On November 5, 2021, Cawthorne entered into a plea agreement resolving the criminal 

cases against him.3 Cawthorne pled guilty to one count of wire fraud (18 U.S.C. § 1343)4 and one 

count of making false statements in a tax return (26 U.S.C. § 7206(2))5  Cawthorne was sentenced 

to 46 months of imprisonment and ordered to pay restitution in the amount of $837,690.6 

                                                 
1Exh. 1 (Indictment, DE 1, United States v. Cawthorne, No. 5:18-cr-00107-EEF-MLF (W.D. La.). On 
February 28, 2019, the grand jury returned a superseding indictment that added an additional 14 counts of 
money laundering in violation of 18 U.S.C §1956.  Exh. 2 (Superseding Indictment, DE 36).  
2 Exh. 3 (Indictment, DE 1, United States v. Cawthorne, No. 5:19-cr-00393 (W.D. La.).  The two criminal 
cases were consolidated in January 2020.  Exh. 4 (Order Consolidating cases, DE 14). 
3 Exh. 5 (Composite Exhibit:  Plea Agreement, Understanding of Maximum Penalty and Constitutional 
Rights, Factual Basis, and Elements of Offense). 
4 Exh. 6 (Judgment in a Criminal Case, United States v. Cawthorne, No. 5:18-cr-00107). 
5 Exh. 7 (Judgment in a Criminal Case, United States v. Cawthorne, No. 5:19-cr-00393). 
6 Exh. 6.  In the tax fraud case, he was sentenced to 36 months of imprisonment (to run concurrently with 
the 46 month sentence), and ordered to pay restitution in the amount of $58,183.95.  Exh. 7. 

OS Received 10/06/2022



3 

 B. Facts 

 Based on Cawthorne’s default, the allegations of the OIP “may be deemed to be true.”  

17 C.F.R. § 201.155(a).  Moreover, Cawthorne’s guilty plea binds him to the facts he admitted.  

See Gary L. McDuff, Exch. Act Rel. No. 74803, at 5 & n.18, 2015 WL 1873119, at n.18 (Apr. 23, 

2015); Don Warner Reinhard, Exch. Act Rel. No. 63720, at 11-12, 2011 WL 121451, at *7 (Jan. 

14, 2011) (respondent who pleaded guilty “cannot now dispute the accuracy of the findings set out 

in the Factual Basis for Plea Agreement”); Gary M. Kornman, Exch. Act Rel. No. 59403, at 12, 

2009 WL 367635, at *8 (Feb. 13, 2009) (criminal conviction based on guilty plea precludes 

litigation of issues in Commission proceedings), aff’d, 592 F.3d 173 (D.C. Cir. 2010). 

The OIP and the facts admitted as part of Cawthorne’s guilty plea establish the following: 

Between April 2013 and September 2018, Cawthorne was associated with a broker-dealer 

registered with the Commission and was an investment adviser representative of an investment 

adviser registered with the Commission. OIP, at ¶ II.A.1. In November 2020, FINRA barred 

Cawthorne from association with any FINRA member in any capacity for failing to respond to a 

FINRA request for information relating to the conduct at issue here.  Id.  

In connection with his guilty plea, Cawthorne admitted that defrauded the USDA’s Child 

Nutrition Program, the Summer Feeding Service Program (“SFSP”), administered by the 

Louisiana Department of Education (“LDOE”).  Specifically, while serving as president of a non-

profit, Cawthorne caused the non-profit to apply to the LDOE to participate in the SFSP at various 

feeding sites in Louisiana.  (Exh. 5, Factual Basis, at 3).  Cawthorne created a catering company 

(in the name of an unindicted co-conspirator), through which Cawthorne submitted false claims to 

the LDOE, inflating the numbers of the meals fed to children in the program.  As a result, excess 

funds were wired to the non-profit (for meals that were not provided), which in turn, were sent 
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paid to the catering company and Cawthorne.  (Id. at 4).  Cawthorne then failed to report this 

income on his 2013 tax return.  (Id.). 

 C. Entry of Default is Appropriate 
 
 Under Rule 155(a) of the Commission’s Rules of Practice, a party who fails to file a timely 

answer “may be deemed to be in default” and the Commission “may determine the proceeding 

against that party upon consideration of the record, including the order instituting proceedings, the 

allegations of which may be deemed to be true  . . . .”  17 C.F.R. § 201.155(a).  Here, Cawthorne 

has not filed an answer, and therefore the proceeding should be determined against him based on 

the record. 

 The facts established by Cawthorne’s default and his guilty plea show that the Division is 

entitled to the relief it seeks under Exchange Act Section 15(b)(6)(A), which provides in relevant 

part: 

With respect to any person . . .  at the time of the alleged misconduct, who was 
associated or was seeking to become associated with a broker . . . the Commission, 
by order, shall censure, place limitations on the activities or functions of such 
person, or suspend for a period not exceeding 12 months, or bar any such person 
from being associated with a broker, dealer, investment adviser, municipal 
securities dealer, municipal advisor, transfer agent, or nationally recognized 
statistical rating organization, or from participating in an offering of penny stock, 
if the Commission finds, on the record after notice and opportunity for a hearing, 
that such censure, placing of limitations, suspension, or bar is in the public interest 
and that such person— 
 

*     *     *     * 
 

(ii) has been convicted of any offense specified in [Exchange Act 
Section 15(b)(4)(B)] within 10 years of the commencement of the proceedings 
under this paragraph . . . . 

 
Advisers Act Section 203(f) provides for an identical associational bar (but not a penny stock bar) 

for a person with a qualifying conviction who at the time of the misconduct was associated with 

an investment adviser.  Each of the requirements of these provisions—timely issuance of the OIP, 
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conviction under a qualifying statute, and misconduct committed while Cawthorne was associated 

with a broker-dealer and/or an investment adviser—are satisfied here. 

   a. The Division Timely Filed this Action 
 
 The Division must commence a proceeding under Section 15(b)(6)(A)(ii) within “10 years” 

of the criminal conviction.  See Joseph Contorinis, Exch. Act Release No. 72031, at 4-6, 2014 WL 

1665995, at 3 (Apr. 25, 2014) (10-year limitations period governs Section 15(b)(6)(A)(ii) 

proceeding; limitations period runs from date of conviction, not underlying conduct).  Here, 

Cawthorne was convicted in March 2022 and the OIP was issued in April 2022.  Therefore, this 

matter was timely filed. 

b. Cawthorne Was Convicted of a Qualifying Offense 
 
 Under both the Exchange Act and the Advisers Act, the Commission may sanction 

Rockwell for an offense that “involves” wire fraud, or “embezzlement, fraudulent conversion, or 

misappropriation of funds.”  See Exchange Act Sections 15(b)(4)(B)(iv), 15(b)(6)(A)(ii); Advisers 

Act Sections 203(e)(2)(D), 203(f).  Here, Cawthorne was convicted of one count of wire fraud and 

one count of failure to file tax returns, and the underlying conduct involved filing false claims, 

defrauding a federal program to feed children, and tax fraud.  Therefore, this condition is satisfied. 

c. Cawthorne Was Associated with a Broker and Investment 
Adviser at the Time of the Misconduct 

 
 Exchange Act Section 15(b)(6)(A) and Advisers Act Section 203(f) each require that 

Cawthorne have been associated with, respectively, a broker or investment adviser at the time of 

the misconduct.  Here, deemed admitted is the OIP’s allegation that Cawthorne was associated 

with dually registered broker-dealers and investment advisers from April 2013 and September 

2018.  In his plea, he admitted engaging in a scheme to defraud the USDA and LDOE that began 

in late May 2013 and continued through 2014, when he filed his false tax return.  Thus, Cawthorne 
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was associated “at the time of the alleged misconduct.” See Kornman v. SEC, 592 F.3d 173, 184 

(D.C. Cir. 2010) (“The Commission properly relied on the ordinary meaning of alleged 

‘misconduct,’ which refers to allegedly ‘unlawful or improper behavior.’”). 

d. An Industry Bar Is an Appropriate Sanction 
 
 In determining whether an industry bar is in the “public interest,” the Commission 

considers 

the egregiousness of the respondent’s actions, the isolated or recurrent nature of the 
infraction, the degree of scienter involved, the sincerity of the respondent’s 
assurances against future violations, the respondent’s recognition of the wrongful 
nature of his conduct, and the likelihood that the respondent’s occupation will 
present opportunities for future violations. 

 
Lawrence Deshetler, Advisers Act Rel. No. 5411, at 4, 2019 WL 6221492, at *2 (Nov. 21, 2019).  

“Absent extraordinary mitigating circumstances, an individual who has been convicted cannot be 

permitted to remain in the securities industry.”  Frederick W. Wall, Exch. Act Rel. No. 52467, at 

8, 2005 WL 2291407, at *4 (Sept. 19, 2005) (quotation omitted); accord Shreyans Desai, Exch. 

Act Rel. No. 80129, at 6, 2017 WL 782152, at *4 (Mar. 1, 2017). 

Here, these factors weigh in favor of an industry bar.  As to the first, second and third 

factors, Cawthorne’s actions were egregious, recurrent, and involved a high degree of scienter:  he 

has admitted to creating a company in the name of an unindicted co-conspirator through which he 

defrauded a federal food program for children of thousands of dollars.  His convictions for wire 

fraud and tax fraud “require[] a specific intent to defraud.”  Deshetler, Advisers Act Rel. No. 5411, 

at 4, 2019 WL 6221492, at *3. 

 With respect to the fourth and fifth factors, notwithstanding his guilty plea, Cawthorne has 

not participated in this matter, thus providing no assurances that he will avoid future violations of 

the law.  Kimm Hannan, Advisers Act Rel. No. 5906, at 4, 2021 WL 5161855, *3 (Nov. 5, 2021) 
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(“Because Hannan failed to answer the OIP or respond to the order to show cause or to the 

Division’s motion, he has made no assurances to us that he will not commit future violations or 

that he recognizes the wrongful nature of his conduct.”); Oscar Ferrer Rivera, Advisers Act Rel. 

No. 5759, at 6, 2021 WL 2593642, *4 (June 24, 2021) (“Although his guilty plea indicates that 

Ferrer might have some appreciation for the wrongfulness of his conduct, it does not outweigh the 

evidence that he poses a risk to the investing public.”).  While “[c]ourts have held that the existence 

of a past violation, without more, is not a sufficient basis for imposing a bar . . . the existence of a 

violation raises an inference that it will be repeated.”  Tzemach David Netzer Korem, Exchange 

Act Rel. No. 70044, at 10 n.50, 2013 WL 3864511, at n.50 (July 26, 2013) (quotation and 

alternations omitted).  Cawthorne has offered no evidence to rebut that inference.  

 Sixth, although Cawthorne is currently in custody, he will be released in approximately 

2026, and unless he is barred from the securities industry he will have the chance to again harm 

investors.  Hannan, Advisers Act Rel. No. 5906, at 4, 2021 WL 5161855, *3 (“Although Hannan 

is currently incarcerated, absent a bar, he would have the opportunity to re-enter the securities 

industry and commit further violations upon his release.”). 

IV. Conclusion 

 For the reasons discussed above, the Division asks the Commission to sanction Cawthorne 

by barring him from association with any broker, dealer, investment adviser, municipal securities 

dealer, municipal advisor, transfer agent, or nationally recognized statistical rating organization, 

and by imposing a penny stock bar. 

October 6, 2022    Respectfully submitted, 
 
       

_______________________ 
      Teresa J. Verges 
      Regional Trial Counsel 

TERESA 
VERGES

Digitally signed by 
TERESA VERGES 
Date: 2022.10.05 
14:20:49 -04'00'
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