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Thomas L. Taylor III (“Receiver”), appointed as temporary receiver pursuant to Orders1 of
this Court in the above-styled action (the “Enforcement Action”), respectfully files this unopposed
Motion2 (“Motion”) requesting the Court to place non-parties Breitling Energy Companies, Inc.
(“BECOS”) and Breitling Royalty Funds, LLC (“BRF”) into receivership.3 Certain Receivership
Assets4 -- oil and gas-related interests -- are titled to BRF or BECOS in various official county
records, and/or are listed under their ownership with certain oil and gas operators. These interests
are either “in pay” with revenue distributions being made to the Receiver or are held “in suspense”
by those operators pending the Receivership. The Receiver is preparing these interests for sale
pursuant to this Court’s Order (1) Granting Receiver Authority to Sell Oil and Gas Interests; (2)
Approving Engagement of Sales and Marketing Firm; and (3) Approving Sales Procedures (ECF
No. 463) (“Sales Order”).
Although these interests squarely fall under the definition of Receivership Assets pursuant
to the Court’s Receivership Order (as assets “owned, controlled, managed, or possessed by …,
directly or indirectly” a person or entity in Receivership), the Receiver seeks the express inclusion
of the BRF and BECOS entities in an order appointing the Receiver to assume a clean transfer of

1
ECF No. 108, as amended by ECF No. 142, as amended by ECF No. 320, as amended by ECF No. 418 (collectively
referred to as the “Receivership Order”). Unless otherwise specified, citations to the Receivership Order refer to pages
and paragraphs in ECF No. 418.
2

Attached hereto in support of this Motion is the Declaration of Receiver Thomas L. Taylor III (“Taylor Decl.”).

3

Attached hereto is a proposed Third Amended Order Appointing Receiver. Also attached hereto as Exhibit A is a
redline comparison between the Proposed Order and the Second Amended Order Appointing Receiver (ECF No. 418).
4

Receivership Assets means “[a]ll assets—in any form or of any kind whatsoever—owned, controlled, managed, or
possessed by defendants Christopher A. Faulkner, Breitling Oil & Gas Corporation (“BOG”), Breitling Energy
Corporation (“BECC”), Crude Energy, LLC (“Crude Energy”) and Patriot Energy, Inc. (“Patriot”), and non-parties
Breitling Royalties Corporation (“BRC”), Breitling Ventures Corporation (“BVC”), Breitling Holdings Corporation
(“BHC”), Breitling Operating Corporation (“Breitling Ops”), Crude Royalties, LLC (“Crude Royalties”), Inwood
Investments, Inc. (“Inwood”) and Grand Mesa Investments, Inc. (“Grand Mesa”), directly or indirectly.” Receivership
Order, at 1. This term also would include any assets of any person or entity placed into receivership by this Court in
the future.
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title to the purchasers of these assets, and to prevent any confusion or clouding of title for any
subsequent purchasers.
Plaintiff Securities and Exchange Commission (“Commission”) and Defendant Parker
Hallam are not opposed to the relief sought herein.
I.

LEGAL AUTHORITY

“It is often appropriate to appoint a receiver over an entity that has defrauded the public, in
violation of SEC regulations.” Faulkner II, at *2 (citing SEC v. AmeriFirst Funding, Inc., No.
3:07-cv-1188-D, 2007 WL 2192632, at *3 (N.D. Tex. July 31, 2007) (Fitzwater, J.); SEC v. First
Fin. Grp. of Tex., 645 F.2d 429, 438 (5th Cir. Unit A May 1981); Netsphere, Inc. v. Baron, 703
F.3d 296, 306 (5th Cir. 2012)). “[O]nce the ‘equity jurisdiction of the district court has been
properly invoked by a showing of a securities law violation,’ the court has ‘broad discretion’ to
fashion an appropriate remedy.” Id. (quoting SEC v. Posner, 16 F.3d 520, 521 (2d Cir. 1994)); see
also SEC v. Safety Fin. Serv., Inc., 674 F.2d 368, 372-73 (5th Cir. 1982) (“‘It is a recognized
principle of law that the district court has broad powers and wide discretion to determine the
appropriate relief in an equity receivership.’”) (quoting SEC v. Lincoln Thrift Ass’n, 577 F.2d 600,
606 (9th Cir. 1978)); accord SEC v. Elliott, 953 F.2d 1560, 1566 (11th Cir. 1992) (citing Safety
Fin. Serv., Inc.). As the U.S. Court of Appeals for the Fifth Circuit explained in First Financial
Group of Texas:
[t]he district court’s exercise of its equity power in this respect is
particularly necessary in instances in which the corporate defendant,
through its management, has allegedly defrauded members of the
investing public; in such cases, it is likely that, in the absence of the
appointment of a receiver to maintain the status quo, the corporate
assets will be subject to diversion and waste to the detriment of those
who were induced to invest in the corporate scheme and for whose
benefit, in some measure, the SEC injunctive action was brought.
645 F.2d at 438 (footnote omitted).
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A district court may extend an equitable receivership over related entities. See SEC v.
Elmas Trading Corp., 620 F. Supp. 231, 236 (D. Nev. 1985), aff’d, 805 F.2d 1039 (9th Cir. 1986)
(ordering the expansion of receivership to include third-party entities where a party seeking
expansion establishes a commingling of funds, intertwined business operations, utilization of an
identical business address or office, co-identity of officers, or co-identity of directors and
principals); see also Elliott, 953 F.2d at 1565 n.1 (where defendants had commingled funds
between various companies, the district court treated the various companies as one entity for the
purpose of the receivership proceeding). The granting of equitable relief may be appropriate
against an entity that has not been charged with wrongdoing because it “possesses illegally
obtained profits but has no legitimate claim to them.” SEC v. Cherif, 933 F.2d 403, 414, n.11 (7th
Cir. 1991), cert. denied, 112 S. Ct. 966 (1992).
“Federal analysis gives less respect to the corporate form than does the strict common-law
alter ego doctrine.” Elmas Trading Corp., 620 F. Supp. at 234. “Under federal law, a corporate
entity may be disregarded in the interests of public convenience, fairness, and equity, and in
applying this rule the federal courts will look closely at the purpose of the federal statute involved
to determine whether it places importance on the corporate form.” Id. (citing Town of Brookline v.
Gorsuch, 667 F.2d 215, 220 (1st Cir. 1981); Capital Telephone Comp. Inc. v. F.C.C., 498 F.2d
734, 738 (D.C. Cir. 1974)).
Like this case, the Elmas Trading Corp. case “arose under the Securities and Exchange Act
and was brought by the [Commission], the principal watchdog of those violating the securities[]
laws. The government has a keen interest in preventing the unlawful manipulation and use of
securities.” Id. Like that case, “the Receiver’s primary objective in this [Breitling] case is to ensure
that all available assets are brought within the Receivership and may then be properly distributed
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to creditors.” Id. This Court should “apply a more flexible approach in determining whether the
corporate entity should be disregarded,” id., and place BRF and BECOS into receivership.
II.

ARGUMENT

A. BRF and BECOS should be placed in receivership to permit the Receiver to liquidate
Receivership Assets for the benefit of the Receivership estate
1. BRF and BECOS were under common ownership and control with other Receivership
entities and their funds were comingled with other Receivership entities’ funds
BECOS was formed on or about April 27, 2011 as “Breitling Energy Corporation.” Exhibit
B to Taylor Decl. Its directors were Defendants Faulkner, Dustin Rodriguez (a/k/a Michael Miller),
and Parker Hallam, id., who each owned 1/3 of BECOS shares of stock. Exhibit F to Taylor Decl.
Its name was changed in or about October 2012 to “Breitling Energy Companies, Inc.” through a
Certificate of Amendment filed by Carole Faulkner, Defendant Faulkner’s mother. Exhibit C to
Taylor Decl. BECOS’s registered agent is Defendant Faulkner. Exhibit D to Taylor Decl. The lastlisted address with the Texas Secretary of State is 3930 Glade Rd Ste 108-383, Colleyville, TX
76034-4509, id., which address was used also by other Receivership Entities at the time of the
Receiver’s appointment. See, e.g., Receivership Order, ECF No. 108 at ¶11 (“The Receiver is
authorized to take immediate possession, custody, and control of private mail box #383 located at
3930 Glade Road, Suite 108, Colleyville, TX 76034”).
BRF was a joint venture formed by Faulkner with Lighthouse Energy Partners, LLC
(“Lighthouse”). Exhibits I and J to Taylor Decl. Breitling’s interest in BRF was initially owned by
Receivership Entity BRC but was transferred to BECOS at the time of the reverse merger of BRC
into BECC. Exhibit G to Taylor Decl. The joint venture dissolved in or about 2014. Some of the
remaining assets were transferred to Crude Energy. See, e.g., Exhibit K to Taylor Decl. Other
assets remain “in pay” in the name of BRF with oil and gas operators. See, e.g., Exhibit L to Taylor
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Decl. BRF was represented by the same counsel as other Breitling Receivership entities in the
Commission’s investigation that preceded the Enforcement Action. Exhibit H to Taylor Decl.
BRF and BECOS received and transmitted extensive inter-company transfers with other
Breitling-related entities. In this regard, BRF received over $340,000 from Receivership Entities
BRC, BOG, Patriot, and BECC from June 2011 through May 2015, and transmitted over $375,000
to Breitling Energy Advisors, LLC and BRC from October 2011 through January 2015. Exhibit E
to Taylor Decl. With respect to BECOS, it received $1,000,000 from BRC on or about July 22,
2013 and transferred nearly $1,020,000 to BOG and BRC between August 2013 and May 2014.
Id. Courts across the country recognize that, due to the fungibility of money, any commingling is
enough to warrant treating all funds as commingled. SEC v. Byers, 637 F.Supp. 2d 166, 177
(S.D.N.Y. 2009).5
As detailed below, the granting of equitable relief against BRF or BECOS and any assets
owned, controlled, managed, or possessed by them is appropriate -- even without charging these
entities with wrong-doing. Faulkner and his codefendants redistributed BOG, BRC Patriot and/or
BECC’s investors’ assets to these entities, comingled such investor proceeds, and have intertwined
business operations and corporate control. These entities shared a business address with
Receivership Entities. These entities should be expressly included within the scope of the
Receivership Order.

5
Accord U.S. v. Garcia, 37 F.3d 1359, 1365 (9th Cir. 1994) (“it is unnecessary to attempt to segregate in some manner
the tainted funds from the commingled account…The presence of some tainted funds…is sufficient to taint [all]”);
SEC v. Better Life Club of Am., Inc., 995 F.Supp. 167, 181 (D.D.C. 1998) (“When assets are commingled such that
the assets cannot be separated out, a constructive trust may extend over the entire asset pool.”); U.S. v. Ward, 197 F.3d
1076, 1083 (11th Cir. 1999) (because money is fungible once tainted proceeds were commingled with other funds all
money is tainted and once tainted, proceeds cannot become untainted); U.S. v. Moore, 27 F.3d 969, 976-77 (4th Cir.
1994) (When money is commingled it cannot be distinguished); SEC v. Lancer Mangmt. Group, LLC, No. 03-80612Civ, 2009 U.S. Dist. LEXIS 23510, at *15 (S.D. Fla. Mar. 25, 2009); U.S. v. Tencer, 107 F.3d 1120, 1131 (5th Cir.
1997); U.S. v. Cancelliere, 69 F.3d 1116, 1120 (11th Cir. 1995); U.S. v. Jackson, 935 F.2d 832, 840 (7th Cir. 1991).
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2. It is necessary to place BRF and BECOS into receivership in order to clear title issues for
numerous oil and gas interests in their names, for the anticipated liquidation of these
interests by the Receiver
In fulfilling his mandates under the Receivership Order, the Receiver has commenced to
liquidate Receivership Assets for the benefit of the Investor Claimants. Although assets in the
names of BECOS and BRF squarely fall within the definition of Receivership Assets pursuant to
the Court’s Receivership Order (as assets “owned, controlled, managed, or possessed by …,
directly or indirectly” Faulkner or an entity in Receivership), the Receiver seeks the express
inclusion of the BRF and BECOS entities in an order appointing the Receiver to facilitate a clean
transfer of title to the future purchasers of these assets, and to prevent any confusion or clouding
of title for any subsequent purchasers in the future.
In this regard, title to several oil and gas-related interests are recorded in BECOS’s name
in official county real property records. See, e.g., Exhibit M to Taylor Decl. Certain Receivership
Assets are also held in the names of BRF and BECOS with oil and gas operators. See, e.g., Exhibits
L and N to Taylor Decl.
To facilitate the clean transfer of title when selling assets pursuant to the Sales Order in the
names of BRF and BECOS in county records and with operators, the Court should place these
entities into receivership.
III. CONCLUSION
BRF and BECOS were used by Faulkner in his fraudulent scheme. Both of them were used
in the comingling of investor funds and inter-company transfers by Faulkner. Both of them were
controlled by Faulkner. Both BRF and BECOS are currently in possession of Receivership Assets.
They should be placed in receivership, and their assets marshaled and liquidated for the benefit of
all defrauded investors in the Breitling scheme.
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Respectfully submitted,
THE TAYLOR LAW OFFICES, PC
Thomas L. Taylor III, Receiver
Texas Bar: 19733700
taylor@tltaylorlaw.com
245 West 18th Street
Houston, Texas 77008
Tel: 713.626.5300
Fax: 713.402.6154
GOFORTH LAW, PLLC
By:

/s/ Andrew M. Goforth

Andrew M. Goforth
Texas State Bar: 24076405
andrew@goforth.law
7614 Fairdale Lane
Houston, Texas 77063
Tel:
(713) 464-2263
Fax:
(713) 583-1762
COUNSEL FOR RECEIVER
CERTIFICATE OF CONFERENCE
I certify that I conferred with counsel for Plaintiff Securities and Exchange Commission
and counsel for Defendant Parker Hallam, and they do not oppose the relief sought herein.
/s/ Andrew M. Goforth
Andrew M. Goforth
CERTIFICATE OF SERVICE
I certify that on December 12, 2019 I filed the foregoing document through the Court’s
CM/ECF filing system which satisfies service requirements under FED. R. CIV. P. 5(b)(2)(E).
/s/ Andrew M. Goforth
Andrew M. Goforth
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION
SECURITIES AND EXCHANGE
COMMISSION,
Plaintiff,
vs.
CHRISTOPHER A. FAULKNER, et al.,
Defendants.

§
§
§
§
§
§
§
§
§
§

Civil Action No. 3:16-CV-1735-D

DECLARATION OF RECEIVER THOMAS L. TAYLOR III
I, Thomas L. Taylor III, do hereby declare under penalty of perjury, in accordance with 28
U.S.C. § 1746, that the following is true and correct, and that I am competent to testify to the
matters stated herein:
1.

I have been appointed by this Court as Receiver in the above-styled action. I make

this Declaration in support of Receiver’s Motion to place non-parties Breitling Energy Companies,
Inc. (“BECOS”) and Breitling Royalty Funds, LLC (“BRF”) into Receivership (“Motion”).1
2.

Exhibit A to this Declaration is a true and correct copy of a redline comparison of

the proposed Third Amended Order Appointing Receiver to the Second Amended Order
Appointing Receiver (ECF No. 418).
3.

Exhibit B to this Declaration is a true and correct copy of the Certificate of

Formation of BECOS retrieved from the Texas Secretary of State Business Organizations website.

1

Capitalized terms not defined herein have the same meaning given to them in the Motion.
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Exhibit C to this Declaration is a true and correct copy of a Certificate of

Amendment of BECOS retrieved from the Texas Secretary of State Business Organizations
website.
5.

Exhibit D to this Declaration is a true and correct copy of Texas Secretary of State

Business Organizations Inquiry results for BECOS, accessed December 12, 2019.
6.

Exhibit E to this Declaration is a true and correct copy of excerpts of certain

transactions to and from2 BRF and BECOS found in the “Bank Statement Database,” which was
Exhibit A to the expert report of Rodney Sowards, Vice President of Veritas Advisory Group, Inc.
Mr. Sowards’ expert report was previously submitted (Docket No. 105-11) in support of Plaintiff
Securities and Exchange Commission’s ex parte Motion for various forms of injunctive relief.
(Docket No. 102.)
7.

Exhibit F to this Declaration is a true and correct copy of a “Stock Certificate

Register” for BECOS, which was located within the books and records of entities placed under the
Receivers’ control through this Court’s Receivership Order.
8.

Exhibit G to this Declaration is a true and correct copy of an “Assignment of

Interests” which was located within the books and records of entities placed under the Receivers’
control through this Court’s Receivership Order.
9.

Exhibit H to this Declaration is a true and correct copy of a document request from

the Commission to BRF, care of counsel Scheef & Stone, LLP, which was located within the books
and records of entities placed under the Receivers’ control through this Court’s Receivership
Order. Scheef & Stone, LLP also represented other Receivership entities in the Commission’s
investigation that preceded the Enforcement Action, including BOG and BRC.

2

Positive amounts denote deposits, negative amounts denote withdrawals.
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Exhibit I to this Declaration is a true and correct copy of a “Breitling Organization

Chart” which was located within the books and records of entities placed under the Receivers’
control through this Court’s Receivership Order.
11.

Exhibit J to this Declaration is a true and correct copy of an email string with the

subject “Rick Hoover,” among Jay Norris, a Breitling auditor at Malone Bailey, Defendant Jeremy
Wagers of Breitling, and others. This email was provided to the Receiver by the Commission from
its investigative file.
12.

Exhibit K to this Declaration is a true and correct copy of a “Mineral and Royalty

Conveyance” and a “Correction Mineral and Royalty Conveyance” retrieved from the public
property records of Brazos County, Texas.
13.

Exhibit L to this Declaration is a redacted, true and correct copy of a Royalty Check

from Sandridge Energy, which was located within the books and records of entities placed under
the Receivers’ control through this Court’s Receivership Order.
14.

Exhibit M to this Declaration is a true and correct copy of two “Assignment of Oil

and Gas Leases,” retrieved from the public property records of Burke and Williams Counties,
North Dakota, respectively.
15.

Exhibit N to this Declaration is a true and correct copy of a “Joint Interest Invoice”

from Hess Corporation, which was located within the books and records of entities placed under
the Receivers’ control through this Court’s Receivership Order.
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I declare under penalty of perjury that the foregoing is true and correct.

Executed by electronic signature on December 12, 2019.
/s/ Thomas L. Taylor III
Thomas L. Taylor III
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION
SECURITIES AND EXCHANGE
COMMISSION,
Plaintiff,
v.
CHRISTOPHER A. FAULKNER, et al.,
Defendants.

§
§
§
§
§
§
§
§
§
§

Case No.: 3:16-cv-01735-D

SECONDTHIRD AMENDED ORDER APPOINTING RECEIVER
The court finds, based on the record in these proceedings, that the appointment of a
temporary receiver in this action is necessary and appropriate for the purposes of marshaling and
preserving all assets—in any form or of any kind whatsoever—owned, controlled, managed, or
possessed by defendants Christopher A. Faulkner, Breitling Oil & Gas Corporation (“BOG”),
Breitling Energy Corporation (“BECC”), Crude Energy, LLC (“Crude Energy”) and Patriot
Energy, Inc. (“Patriot”), and non-parties Breitling Royalties Corporation (“BRC”), Breitling
Ventures Corporation (“BVC”), Breitling Holdings Corporation (“BHC”), Breitling Operating
Corporation (“Breitling Ops”), Breitling Energy Companies, Inc. (“BECOS”), Breitling Royalty
Funds, LLC (“BRF”), Crude Royalties, LLC (“Crude Royalties”), Inwood Investments, Inc.
(“Inwood”) and Grand Mesa Investments, Inc. (“Grand Mesa”) (collectively, the “Receivership
Entities”), directly or indirectly (“Receivership Assets”).
The court has subject matter jurisdiction over this action and personal jurisdiction over the
Receivership Entities.
NOW THEREFORE, IT IS HEREBY ORDERED:
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The court hereby takes exclusive jurisdiction and possession of the Receivership

Assets, of whatever kind and wherever situated.
2.

Until further order of the court, Thomas L. Taylor is appointed to serve without

bond as temporary receiver (the “Receiver”) for the estates of the Receivership Entities and the
Receivership Assets.
I.
3.

Asset Freeze

Except as otherwise specified herein, all Receivership Assets are frozen until

further order of this court. Accordingly, all persons and entities with direct or indirect control over
any Receivership Assets, other than the Receiver, are hereby restrained and enjoined from directly
or indirectly transferring, setting off, receiving, changing, selling, pledging, assigning, liquidating,
or otherwise disposing of or withdrawing such assets. All persons and entities with direct or
indirect control over any Receivership Assets are ordered to relinquish such control to the
Receiver. This freeze includes, but is not limited to, Receivership Assets that are (a) in the
possession or control of oil and gas operators; or (b) on deposit with financial institutions such as
banks, brokerage firms, and mutual funds.
II.
4.

General Powers and Duties of Receiver

The Receiver shall have all powers, authorities, rights, and privileges heretofore

possessed by the officers, directors, managers, and general and limited partners of the entity
Receivership Entities under applicable state and federal law, by the governing charters, by-laws,
articles and/or agreements, in addition to all powers and authority of a receiver at equity, and all
powers conferred upon a receiver by the provisions of 28 U.S.C. §§ 754, 959, and 1692, and Fed.
R. Civ. P. 66.
5.

The trustees, directors, officers, managers, employees, investment advisors,

accountants, attorneys, and other agents of the entity Receivership Entities are hereby dismissed,
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and the powers of any general partners, directors, and/or managers are hereby suspended. Such
persons and entities shall have no authority with respect to the entity Receivership Entities’
operations or assets, except to the extent as may hereafter be expressly granted by the Receiver.
The Receiver shall assume and control the operation of the entity Receivership Entities and shall
pursue and preserve all of their claims.
6.

No person holding or claiming any position of any sort with the entity Receivership

Entities shall possess any authority to act by, or on behalf of, the entity Receivership Entities.
7.

Subject to the specific provisions in Sections III through XIV, below, the Receiver

shall have the following general powers and duties:
A.

To use reasonable efforts to determine the nature, location, and value of all
Receivership Assets, including, but not limited to, monies, funds, securities,
credits, effects, goods, chattels, lands, premises, leases, claims, rights, and
other assets, together with all rents, profits, dividends, interest, or other
income attributable thereto, of whatever kind, that the Receivership Entities
own, possess, have a beneficial interest in, or control directly or indirectly
(collectively, the “Receivership Estate”);

B.

To take custody, control, and possession of all Receivership Assets and
records relevant thereto from the Receivership Entities; to sue for and
collect, recover, receive, and take into possession from third parties all
Receivership Assets and records relevant thereto;

C.

To manage, control, operate, and maintain the Receivership Estate and hold
in his possession, custody, and control all Receivership Assets, pending
further order of the court;

D.

To use Receivership Assets for the benefit of the Receivership Estate,
making payments and disbursements and incurring expenses as may be
necessary or advisable in the ordinary course of business in discharging his
duties as Receiver;

E.

To take any action that, prior to the entry of this order, could have been
taken by the officers, directors, partners, managers, trustees, and agents of
the entity Receivership Entities;

F.

To engage and employ persons in his discretion to assist him in carrying out
his duties and responsibilities hereunder, including, but not limited to,
accountants, attorneys, securities traders, registered representatives,
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financial or business advisers, liquidating agents, real estate agents, forensic
experts, brokers, traders, or auctioneers;
G.

To take such action as necessary and appropriate for the preservation of
Receivership Assets or to prevent the dissipation or concealment of
Receivership Assets;

H.

To issue subpoenas for documents and testimony consistent with the
Federal Rules of Civil Procedure;

I.

To bring such legal actions based on law or equity in any state, federal, or
foreign court as the Receiver deems necessary or appropriate in discharging
his duties as Receiver;

J.

To pursue, resist, and defend all suits, actions, claims, and demands that
may now be pending or that may be brought by or asserted against the
Receivership Estate; and,

K.

To take such other action as may be approved by the court.
III.

8.

Access to Information

Faulkner and the past and/or present officers, directors, agents, managers, general

and limited partners, trustees, attorneys, accountants, and employees of the entity Receivership
Entities, as well as those acting in their place, are hereby ordered and directed to preserve and turn
over to the Receiver forthwith all paper and electronic information of, and/or relating to, the
Receivership Entities and/or all Receivership Assets; such information shall include, but not be
limited to, books, records, documents, accounts, and all other instruments and papers.
9.

Within fourteen (14) days of the entry of this order, the Receivership Entities Crude

Energy and Crude Royalties shall file with the court, and serve upon the Receiver and the U.S.
Securities and Exchange Commission (“SEC” or “Plaintiff”) a sworn statement, listing: (a) the
identity, location, and estimated value of all Receivership Assets; (b) all employees (and job titles
thereof), other personnel, attorneys, accountants, and any other agents or contractors of these
Receivership Entities; and (c) the names, addresses, and amounts of claims of all known creditors
of these Receivership Entities.
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Within thirty (30) days of the entry of this order, the Receivership Entities Crude

Energy and Crude Royalties shall file with the court and serve upon the Receiver and the SEC a
sworn statement and accounting, with complete documentation, covering the period from January
1, 2011 to the present:
A.

of all Receivership Assets, wherever located, held by, or in the name of,
these Receivership Entities, or in which any of them, directly or indirectly,
has or had any beneficial interest, or over which any of them maintained or
maintains and/or exercised or exercises control, including, but not limited
to: (a) all securities, investments, funds, real estate, automobiles, jewelry
and other assets, stating the location of each; and (b) any and all accounts,
including all funds held in such accounts, with any oil and gas operator or
with any bank, brokerage, or other financial institution held by, in the name
of, or for the benefit of any of them, directly or indirectly, or over which
any of them maintained or maintains and/or exercised or exercises any
direct or indirect control, or in which any of them had or has a direct or
indirect beneficial interest, including the account statements from each
bank, brokerage or other financial institution;

B.

identifying every account at every bank, brokerage, or other financial
institution: (a) over which these Receivership Entities have signatory
authority; and (b) opened by, in the name of, or for the benefit of, or used
by, these Receivership Entities;

C.

identifying all credit, bank, charge, debit, or other deferred payment card
issued to, or used by, each of these Receivership Entities, including but not
limited to the issuing institution, the card or account number(s), all persons
or entities to which a card was issued and/or with authority to use a card,
the balance of each account and/or card as of the most recent billing
statement, and all statements for the last twelve (12) months;

D.

of all assets received by any of them from any person or entity, including
the value, location, and disposition of any assets so received;

E.

of all funds received by these Receivership Entities, and each of them, in
any way related, directly or indirectly, to the conduct alleged in the SEC’s
first amended complaint (Doc. 22) or in the SEC’s brief in support of
plaintiff’s ex parte emergency motion for temporary restraining order, asset
freeze, appointment of receiver, and other ancillary relief (“Brief”) (Doc.
103). The submission must clearly identify, among other things, all
investors, the securities they purchased, the date and amount of their
investments, and the current location of such funds;
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G.

of all expenditures exceeding $1,000 made by any of them, including those
made on their behalf by any person or entity; and

H.

of all transfers of assets made by any of them.

Unless the court, on motion of a Receivership Entity, orders otherwise, within thirty

(30) days of the entry of this order, the Receivership Entities Crude Energy and Crude Royalties
shall provide to the Receiver and the SEC copies of these Receivership Entities’ federal income
tax returns for 2010 through 2016, with all relevant and necessary underlying documentation.
12.

Subject to any applicable rights under the Fifth Amendment to the United States

Constitution, Faulkner and the entity Receivership Entities’ past and/or present officers, directors,
agents, attorneys, managers, shareholders, employees, accountants, debtors, creditors, managers
and general and limited partners, and other appropriate persons or entities shall answer under oath
to the Receiver all questions that the Receiver may put to them and produce all documents as
required by the Receiver regarding the business of the Receivership Entities, or any other matter
relevant to the operation or administration of the receivership or the collection of funds due to the
Receivership Entities. If the Receiver deems it necessary to require the appearance of the
aforementioned persons or entities, the Receiver shall make his discovery requests in accordance
with the Federal Rules of Civil Procedure.
13.

The Receivership Entities are required to assist the Receiver in fulfilling his duties

and obligations. As such, subject to any applicable rights under the Fifth Amendment to the United
States Constitution, they must respond promptly and truthfully to all requests for information and
documents from the Receiver.
IV.
14.

Access to Books, Records and Accounts

The Receiver is authorized to take immediate possession of all assets, bank

accounts or other financial accounts, books, and records and all other documents or instruments
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relating to the Receivership Entities. All persons and entities having control, custody, or possession
of any Receivership Assets are hereby directed to turn over such property to the Receiver.
15.

The Receivership Entities, as well as their agents, servants, employees, attorneys,

any persons acting for or on behalf of the Receivership Entities, and any persons receiving notice
of this order by personal service, facsimile transmission, or otherwise, having possession of the
property, business, books, records, accounts, or assets of the Receivership Entities are hereby
directed to deliver the same to the Receiver, his agents, and/or employees.
16.

All oil and gas operators and all banks, brokerage firms, financial institutions, and

other persons or entities that have possession, custody, or control of any assets or funds held by,
in the name of, or for the benefit of, directly or indirectly, and of the Receivership Entities that
receive actual notice of this order by personal service, facsimile transmission, or otherwise shall:

17.

A.

not liquidate, transfer, sell, convey, or otherwise transfer any assets,
securities, funds, or accounts in the name of, or for the benefit of, the
Receivership Entities, except upon instructions from the Receiver;

B.

not exercise any form of set-off, alleged set-off, lien, or any form of selfhelp whatsoever, or refuse to transfer any funds or assets to the Receiver’s
control, without the permission of the court;

C.

within seven (7) days of receipt of that notice, file with the court and serve
on the Receiver and counsel for the SEC a certified statement setting forth,
with respect to each such account or other asset, the balance in the account
or description of the assets as of the close of business on the date of receipt
of the notice; and,

D.

cooperate expeditiously in providing information and transferring funds,
assets, and accounts to the Receiver, or at the direction of the Receiver.

Paragraph 16 notwithstanding, the Receiver shall permit XL Specialty Insurance

Company to process the Receivership Entities’ claims under Directors and Officers Insurance
Policy Number ELU137222-14, pursuant to order of the court (Doc. 278).
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Access to Real and Personal Property

The Receiver is authorized to take immediate possession of all personal property of

the Receivership Entities, wherever located, including but not limited to, electronically stored
information, computers, laptops, hard drives, external storage drives, and any other such memory,
media or electronic storage devices, books, papers, data processing records, evidence of
indebtedness, bank records and accounts, savings records and accounts, brokerage records and
accounts, certificates of deposit, stocks, bonds, debentures, and other securities and investments,
contracts, mortgages, furniture, office supplies and equipment.
19.

The Receiver is authorized to take immediate possession of all real property of the

Receivership Entities, wherever located, including, but not limited to, all ownership and leasehold
interests and fixtures. Upon receiving actual notice of this order by personal service, facsimile
transmission, or otherwise, all persons other than law enforcement officials acting within the
course and scope of their official duties, are (without the express written permission of the
Receiver) prohibited from: (a) entering such premises; (b) removing anything from such premises;
or (c) destroying, concealing, or erasing anything on such premises.
20.

In order to execute the express and implied terms of this order, the Receiver is

authorized to change door locks to the premises described above. The Receiver shall have
exclusive control of the keys. The Receivership Entities, or any other person acting or purporting
to act on their behalf, are ordered not to change the locks in any manner, nor to have duplicate
keys made, nor shall they have such keys in their possession during the term of the receivership.
21.

The Receiver is authorized to open all mail directed to, or received by, or at the

offices or post office boxes of the Receivership Entities, and to inspect all mail opened prior to the
entry of this order, to determine whether items or information therein fall within the mandates of
this order.
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Upon the request of the Receiver, the United States Marshals Service, in any

judicial district, is hereby ordered to assist the Receiver in carrying out his duties to take
possession, custody, and control of, or to identify the location of, any assets, records, or other
materials belonging to the Receivership Estate.
VI.
23.

Notice to Third Parties

The Receiver shall promptly give notice of his appointment to all known officers,

directors, agents, employees, shareholders, creditors, debtors, managers, and general and limited
partners of the Receivership Entities, as the Receiver deems necessary or advisable to effectuate
the operation of the receivership.
24.

All persons and entities owing any obligation, debt, or distribution with respect to

an ownership interest to any Receivership Entity shall, until further ordered by the court, pay all
such obligations in accordance with the terms thereof to the Receiver, and his receipt for such
payments shall have the same force and effect as if the Receivership Entities had received such
payment.
25.

In furtherance of his responsibilities in this matter, the Receiver is authorized to

communicate with, and serve this order on, any person, entity, or government office that he deems
appropriate to inform them of the status of this matter and/or the financial condition of the
Receivership Estate. All government offices that maintain public files of security interests in real
and personal property shall, consistent with such office’s applicable procedures, record this order
upon the request of the Receiver or the SEC.
26.

The Receiver is authorized to instruct the United States Postmaster to hold and/or

reroute mail that is related, directly or indirectly, to the business, operations, or activities of any of
the Receivership Entities (the “Receiver’s Mail”), including all mail addressed to, or for the benefit
of, the Receivership Entities. The Postmaster shall not comply with, and shall immediately report
-9-
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to the Receiver, any change of address or other instruction given by anyone other than the Receiver
concerning the Receiver’s Mail. The Receivership Entities shall not open any of the Receiver’s
Mail and shall immediately turn over such mail, regardless of when received, to the Receiver. All
personal mail of Faulkner, and/or any mail appearing to contain privileged information related to
Faulkner, and/or any mail not falling within the mandate of the Receiver, shall be released to the
named addressee by the Receiver. The foregoing instructions shall apply to any proprietor, whether
individual or entity, of any private mail box, depository, business, or service, or mail courier or
delivery service, hired, rented, or used by the Receivership Entities. The Receivership Entities
shall not open a new mailbox, or take any steps or make any arrangements to receive mail in
contravention of this order, whether through the U.S. mail, a private mail depository, or courier
service.
27.

Subject to payment for services provided, any entity furnishing water, electric,

telephone, sewage, garbage or trash removal services to the Receivership Entities shall maintain
such service and transfer any such accounts to the Receiver, unless instructed to the contrary by
the Receiver.
28.

Subject to paragraph 17 of this order, the Receiver is authorized to assert, prosecute,

and/or negotiate any claim under any insurance policy held by or issued on behalf of the
Receivership Entities, or their officers, directors, agents, employees or trustees, and to take any
and all appropriate steps in connection with such policies.
VII.
29.

Injunction Against Interference with Receiver

The Receivership Entities and all persons receiving notice of this order by personal

service, facsimile, or otherwise, are hereby restrained and enjoined from directly or indirectly
taking any action or causing any action to be taken, without the express written agreement of the
Receiver, that would:
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A.

interfere with the Receiver’s efforts to take control, possession, or
management of any Receivership Assets; such prohibited actions include,
but are not limited to, using self-help or executing or issuing or causing the
execution or issuance of any court attachment, subpoena, replevin,
execution, or other process for the purpose of impounding or taking
possession of, or interfering with or creating or enforcing a lien upon, any
Receivership Assets;

B.

hinder, obstruct or otherwise interfere with the Receiver in the performance
of his duties; such prohibited actions include, but are not limited to,
concealing, destroying, or altering records or information;

C.

dissipate or otherwise diminish the value of any Receivership Assets; such
prohibited actions include, but are not limited to, releasing claims or
disposing, transferring, exchanging, assigning, or in any way conveying any
Receivership Assets, enforcing judgments, assessments, or claims against
any Receivership Assets or any Receivership Entity, attempting to modify,
cancel, terminate, call, extinguish, revoke or accelerate (the due date), of
any lease, loan, mortgage, indebtedness, security agreement or other
agreement executed by any Receivership Entity or that otherwise affects
any Receivership Assets; or,

D.

interfere with or harass the Receiver, or interfere in any manner with the
exclusive jurisdiction of this court over the Receivership Estate.

The Receivership Entities shall cooperate with and assist the Receiver in the

performance of his duties.
31.

The Receiver shall promptly notify the court and SEC counsel of any failure or

apparent failure of any person or entity to comply in any way with the terms of this order.
VIII.
32.

Stay of Litigation

As set forth in detail below, the following proceedings, excluding the instant

proceeding and all police or regulatory actions and actions of the SEC related to the abovecaptioned enforcement action, are stayed until further order of the court:
All civil legal proceedings of any nature, including, but not limited to, bankruptcy
proceedings, arbitration proceedings, foreclosure actions, default proceedings, or other
actions of any nature involving: (a) the Receiver, in his capacity as Receiver; (b) any
Receivership Assets, wherever located; (c) the Receivership Entities, including
subsidiaries and partnerships; or, (d) any of the Receivership Entities’ past or present
officers, directors, managers, agents, or general or limited partners sued for, or in

- 11 -

Case 3:16-cv-01735-D Document 492-2 Filed 12/12/19

Page 13 of 20 PageID 13029

connection with, any action taken by them while acting in such capacity of any nature,
whether as plaintiff, defendant, third-party plaintiff, third-party defendant, or otherwise
(such proceedings are hereinafter referred to as “Ancillary Proceedings”).
33.

The parties to any and all Ancillary Proceedings are enjoined from commencing or

continuing any such legal proceeding, or from taking any action, in connection with any such
proceeding, including, but not limited to, the issuance or employment of process.
34.

All Ancillary Proceedings are stayed in their entirety, and all courts having any

jurisdiction thereof are enjoined from taking or permitting any action until further order of this
court. Further, as to a cause of action accrued or accruing in favor of one or more of the
Receivership Entities against a third person or party, any applicable statute of limitation is tolled
during the period in which this injunction against commencement of legal proceedings is in effect
as to that cause of action.
IX.
35.

Managing Assets

For the Receivership Estate, the Receiver shall establish one or more custodial

accounts at a federally insured bank to receive and hold all cash equivalent Receivership Assets
(the “Receivership Fund”).
36.

The Receiver’s deposit account shall be entitled “Receiver’s Account, Estate of

Christopher A. Faulkner, Breitling Energy Corporation, and Breitling Oil & Gas Corporation, et
al.” together with the name of the action.
37.

The Receiver may, without further order of this court, transfer, compromise, or

otherwise dispose of any Receivership Assets, other than real estate, in the ordinary course of
business, on terms and in the manner the Receiver deems most beneficial to the Receivership
Estate, and with due regard to the realization of the true and proper value of such Receivership
Assets.
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Subject to paragraph 39, immediately below, the Receiver is authorized to locate,

list for sale or lease, engage a broker for sale or lease, cause the sale or lease, and take all necessary
and reasonable actions to cause the sale or lease of all real property in the Receivership Estate,
either at public or private sale, on terms and in the manner the Receiver deems most beneficial to
the Receivership Estate, and with due regard to the realization of the true and proper value of such
real property.
39.

Upon further order of this court, pursuant to such procedures as may be required by

this court and additional authority such as 28 U.S.C. §§ 2001 and 2004, the Receiver is authorized
to sell, and transfer clear title to, all real property in the Receivership Estates.
40.

The Receiver is authorized to take all actions to manage, maintain, and/or wind-

down business operations of the Receivership Estate, including making legally required payments
to creditors, employees, and agents of the Receivership Estate and communicating with vendors,
investors, governmental and regulatory authorities, and others, as appropriate.
41.

The Receiver shall take all necessary steps to enable the Receivership Fund to

obtain and maintain the status of a taxable “Settlement Fund,” within the meaning of section 468B
of the Internal Revenue Code and of the regulations, when applicable, whether proposed,
temporary, or final, or pronouncements thereunder, including the filing of the elections and
statements contemplated by those provisions. The Receiver shall be designated the administrator
of the Settlement Fund, pursuant to Treas. Reg. § 1.468B-2(k)(3)(i), and shall satisfy the
administrative requirements imposed by Treas. Reg. § 1.468B-2, including but not limited to (a)
obtaining a taxpayer identification number, (b) timely filing applicable federal, state, and local tax
returns and paying taxes reported thereon, and (c) satisfying any information, reporting, or
withholding requirements imposed on distributions from the Settlement Fund. The Receiver shall
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cause the Settlement Fund to pay taxes in a manner consistent with treatment of the Settlement
Fund as a “Qualified Settlement Fund.” The Receivership Entities shall cooperate with the
Receiver in fulfilling the Settlement Funds’ obligations under Treas. Reg. § 1.468B-2.
X.
42.

Investigate and Prosecute Claims

Subject to the requirement, in Section VIII above, that leave of this court is required

to resume or commence certain litigation, the Receiver is authorized, empowered, and directed to
investigate, prosecute, defend, intervene in, or otherwise participate in, compromise, and/or adjust
actions in any state, federal, or foreign court or proceeding of any kind as may in his discretion,
and in consultation with SEC counsel, be advisable or proper to recover and/or conserve
Receivership Assets.
43.

Subject to his obligation to expend receivership funds in a reasonable and cost-

effective manner, the Receiver is authorized, empowered, and directed to investigate the manner
in which the financial and business affairs of the Receivership Entities were conducted and (after
obtaining leave of the court) to institute such actions and legal proceedings, for the benefit and on
behalf of the Receivership Estate, as the Receiver deems necessary and appropriate; the Receiver
may seek, among other legal and equitable relief, the imposition of constructive trusts,
disgorgement of profits, asset turnover, avoidance of fraudulent transfers, rescission and
restitution, collection of debts, and such other relief from the court as may be necessary to enforce
this order. Where appropriate, the Receiver should provide prior notice to SEC counsel before
commencing investigations and/or actions.
44.

The Receiver hereby holds, and is therefore empowered to waive, all privileges,

including the attorney-client privilege, held by the entity Receivership Entities. This paragraph
does not apply to any applicable rights under the Fifth Amendment to the United States
Constitution.
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The Receiver has a continuing duty to ensure that there are no conflicts of interest

between the Receiver, his Retained Personnel (as that term is defined below), and the Receivership
Estate.
XI.
46.

Bankruptcy Filing

The Receiver may seek authorization of the court to file voluntary petitions for

relief under Title 11 of the United States Code (the “Bankruptcy Code”) for the entity Receivership
Entities. If an entity Receivership Entity is placed in bankruptcy proceedings, the Receiver may
become, and may be empowered to operate each of the Receivership Estate as, a debtor in
possession. In such a situation, the Receiver shall have all of the powers and duties as provided a
debtor in possession under the Bankruptcy Code to the exclusion of any other person or entity.
Pursuant to paragraph 4 above, the Receiver is vested with management authority for the entity
Receivership Entities and may therefore file and manage a Chapter 11 petition.
47.

The provisions of Section VIII above bar any person or entity, other than the

Receiver, from placing the entity Receivership Entities in bankruptcy proceedings.
XII.
48.

Liability of Receiver

Until further order of the court, the Receiver shall not be required to post bond or

give an undertaking of any type in connection with his fiduciary obligations in this matter.
49.

The Receiver and his agents, acting within scope of such agency (“Retained

Personnel”) are entitled to rely on all outstanding rules of law and orders of this court and shall
not be liable to anyone for their own good faith compliance with any order, rule, law, judgment,
or decree. In no event shall the Receiver or Retained Personnel be liable to anyone for their good
faith compliance with their duties and responsibilities as Receiver or Retained Personnel.
50.

This court shall retain jurisdiction over any action filed against the Receiver or

Retained Personnel based upon acts or omissions committed in their representative capacities.
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In the event the Receiver decides to resign, the Receiver shall first give written

notice to the SEC’s counsel of record and the court of his intention, and the resignation shall not
be effective until the court appoints a successor. The Receiver shall then follow such instructions
as the court may provide.
XIII.
52.

Recommendations and Reports

The Receiver is authorized, empowered, and directed to develop a plan for the fair,

reasonable, and efficient recovery and liquidation of all remaining, recovered, and recoverable
Receivership Assets (the “Liquidation Plan”).
53.

Within the first day of each calendar quarter, the Receiver shall file and serve a full

report and accounting of each Receivership Estate (the “Quarterly Status Report”), reflecting (to
the best of the Receiver’s knowledge as of the period covered by the report) the existence, value,
and location of all Receivership Assets, and of the extent of liabilities, both those claimed to exist
by others and those the Receiver believes to be legal obligations of the Receivership Estate.
54.

The Quarterly Status Report shall contain the following:
A.

a summary of the operations of the Receiver;

B.

the amount of cash on hand, the amount and nature of accrued
administrative expenses, and the amount of unencumbered funds in the
estate;

C.

a schedule of all the Receiver’s receipts and disbursements (attached as
Exhibit A to the Quarterly Status Report), with one column for the quarterly
period covered and a second column for the entire duration of the
receivership;

D.

a description of all known Receivership Assets, including approximate or
actual valuations, anticipated or proposed dispositions, and reasons for
retaining assets where no disposition is intended;

E.

a description of liquidated and unliquidated claims held by the Receivership
Estate, including the need for forensic and/or investigatory resources;
approximate valuations of claims; and anticipated or proposed methods of
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enforcing such claims (including likelihood of success in: (i) reducing the
claims to judgment; and, (ii) collecting such judgments);

55.

F.

a list of all known creditors with their addresses and the amounts of their
claims;

G.

the status of Creditor Claims Proceedings, after such proceedings have been
commenced; and,

H.

the Receiver’s recommendations for a continuation or discontinuation of the
receivership and the reasons for the recommendations.

On the request of the SEC, the Receiver shall provide the SEC with any

documentation that the SEC deems necessary to meet its reporting requirements, that is mandated
by statute or Congress, or that is otherwise necessary to further the SEC’s mission.
XIV. Fees, Expenses and Accountings
56.

Subject to paragraphs 57 through 63 immediately below, the Receiver need not

obtain court approval prior to the disbursement of cash in the Receivership Fund for expenses in
the ordinary course of the administration and operation of the receivership. Further, prior court
approval is not required for payments of applicable federal, state, or local taxes.
57.

Subject to paragraph 58 immediately below, the Receiver is authorized to solicit

persons and entities to be Retained Personnel to assist him in carrying out the duties and
responsibilities described in this Order. The Receiver may engage Retained Personnel without
obtaining an order of the court authorizing such engagement.
58.

The Receiver and Retained Personnel are entitled to reasonable compensation and

expense reimbursement from the Receivership Estate as described in the “Billing Instructions for
Receivers in Civil Actions Commenced by the U.S. Securities and Exchange Commission” (the
“Billing Instructions”) agreed to by the Receiver. Such compensation shall require the prior
approval of the court.
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Within forty-five (45) days after the end of each calendar quarter, the Receiver and

Retained Personnel shall apply to the court for compensation and expense reimbursement from the
Receivership Estate (the “Quarterly Fee Applications”). At least thirty (30) days prior to filing
each Quarterly Fee Application with the court, the Receiver shall serve upon SEC counsel a
complete copy of the proposed Application, together with all exhibits and relevant billing
information in a format to be provided by SEC staff.
60.

All Quarterly Fee Applications will be interim and will be subject to cost benefit

and final reviews at the close of the receivership. At the close of the receivership, the Receiver
shall file a final fee application, describing in detail the costs and benefits associated with all
litigation and other actions pursued by the Receiver during the course of the receivership.
61.

Quarterly Fee Applications may be subject to a holdback in the amount of 20% of

the amount of fees and expenses for each application filed with the court. The total amounts held
back during the course of the receivership will be paid out at the discretion of the court as part of
the final fee application submitted at the close of the receivership.
62.

63.

Each Quarterly Fee Application shall:
A.

comply with the terms of the Billing Instructions agreed to by the Receiver;
and,

B.

contain representations (in addition to the Certification required by the
Billing Instructions) that: (i) the fees and expenses included therein were
incurred in the best interests of the Receivership Estate; and (ii) with the
exception of the Billing Instructions, the Receiver has not entered into any
agreement, written or oral, express or implied, with any person or entity
concerning the amount of compensation paid or to be paid from the
Receivership Estate, or any sharing thereof.

At the close of the Receivership, the Receiver shall submit a Final Accounting, in

a format to be provided by SEC staff, as well as the Receiver’s final application for compensation
and expense reimbursement.

- 18 -
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SO ORDERED.
_______________________ ___, 2019.20____.

SIDNEY A. FITZWATER
UNITED STATES DISTRICT JUDGE
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TEXAS SECRETARY of STATE
RUTH R. HUGHS

Page 2 of 2 PageID 13043

BUSINESS ORGANIZATIONS INQUIRY - VIEW ENTITY
Filing Number:
Original Date of Filing:
Formation Date:
Tax ID:
Duration:

801417535
April 27, 2011
N/A
32044124280
Perpetual

Name:
Address:

Breitling Energy Companies, Inc.
3930 GLADE RD STE 108383
COLLEYVILLE, TX 76034-4509 USA

REGISTERED AGENT

FILING HISTORY

Name
Chris Faulkner

Order

Entity Type:
Domestic For-Profit Corporation
Entity Status: Forfeited existence
FEIN:

NAMES

MANAGEMENT

Address
2809 Tyler Street
Southlake, TX 76092 USA

ASSUMED NAMES

ASSOCIATED
ENTITIES

Inactive Date

Return to Search

Instructions:
To place an order for additional information about a filing press the 'Order' button.

https://direct.sos.state.tx.us/corp_inquiry/corp_inquiry-entity.asp?:Sfiling_number=801417535&:Nsession_id=51310551&:Ndocument_number=931881…

1/1
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ACCOUNT NAME
BREITLING ENERGY COMPANIES INC.
(COMPASS)
BREITLING ENERGY COMPANIES INC.
(COMPASS)
BREITLING ENERGY COMPANIES INC.
(COMPASS)
BREITLING ENERGY COMPANIES INC.
(COMPASS)
BREITLING ENERGY COMPANIES INC.
(COMPASS)
BREITLING ENERGY COMPANIES INC.
(COMPASS)
BREITLING ENERGY COMPANIES INC.
(COMPASS)
BREITLING ENERGY COMPANIES INC.
(COMPASS)
BREITLING ENERGY COMPANIES INC.
(COMPASS)
BREITLING ROYALTY FUND, LLC (BOA)
BREITLING ROYALTY FUND, LLC (BOA)
BREITLING ROYALTY FUND, LLC (BOA)
BREITLING ROYALTY FUND, LLC (BOA)
BREITLING ROYALTY FUND, LLC (BOA)
BREITLING ROYALTY FUND, LLC (BOA)
BREITLING ROYALTY FUND, LLC (BOA)
BREITLING ROYALTY FUND, LLC (BOA)
BREITLING ROYALTY FUND, LLC (BOA)
BREITLING ROYALTY FUND, LLC (BOA)
BREITLING ROYALTY FUND, LLC (BOA)
BREITLING ROYALTY FUND, LLC (BOA)
BREITLING ROYALTY FUND, LLC (BOA)
BREITLING ROYALTY FUND, LLC (BOA)
BREITLING ROYALTY FUND, LLC (BOA)

POST
DATE
8/5/2013

AMOUNT

Page 2 of 3 PageID 13045
STANDARDIZED PAYOR / PAYEE

(189,000.00) BREITLING OIL & GAS

8/9/2013

(500,000.00) BREITLING OIL & GAS

9/20/2013

(100,000.00) BREITLING OIL & GAS

11/22/2013

(10,000.00) BREITLING OIL & GAS

1/8/2014
7/22/2013
9/20/2013
10/3/2013
5/1/2014
2/4/2013
3/20/2014
7/10/2014
9/2/2014
10/15/2014
1/14/2015
5/5/2015
10/7/2014
6/28/2011
10/19/2011
4/2/2012
10/15/2012
11/13/2012
7/10/2013
4/25/2013

BREITLING ROYALTY FUND, LLC (BOA) 7/1/2013
BREITLING ROYALTY FUND, LLC (BOA) 9/30/2013
BREITLING ROYALTY FUND, LLC (BOA) 11/1/2013
BREITLING ROYALTY FUND, LLC (BOA) 1/8/2014
BREITLING ROYALTY FUND, LLC (BOA) 1/31/2014
BREITLING ROYALTY FUND, LLC (BOA) 8/4/2014
BREITLING ROYALTY FUND, LLC (BOA) 8/29/2014
BREITLING ROYALTY FUND, LLC (BOA) 11/6/2014
BREITLING ROYALTY FUND, LLC (BOA) 1/9/2015

(664.52) BREITLING OIL & GAS
1,000,000.00 BREITLING ROYALTIES OPERATING
ACCOUNT (COMPASS)
(100,000.00) BREITLING ROYALTIES OPERATING
ACCOUNT (COMPASS)
(100,000.00) BREITLING ROYALTIES OPERATING
ACCOUNT (COMPASS)
(20,123.21) BREITLING ROYALTIES OPERATING
ACCOUNT (COMPASS)
(100.00) BREITLING ENERGY ADVISORS LLC
(50,000.00) BREITLING ENERGY ADVISORS LLC
(60,000.00) BREITLING ENERGY ADVISORS LLC
(125,000.00) BREITLING ENERGY ADVISORS LLC
(100,000.00) BREITLING ENERGY ADVISORS LLC
(40,000.00) BREITLING ENERGY ADVISORS LLC
5,112.15 BREITLING ENERGY CORPORATION
76,000.00 BREITLING OIL & GAS
25,000.00 BREITLING ROYALTIES
(2,227.64) BREITLING ROYALTIES
10,000.00 BREITLING ROYALTIES
10,000.00 BREITLING ROYALTIES
15,000.00 BREITLING ROYALTIES
7,000.00 BREITLING ROYALTIES
10,000.00 BREITLING ROYALTIES OPERATING
ACCOUNT (COMPASS)
2,500.00 BREITLING ROYALTIES OPERATING
ACCOUNT (COMPASS)
3,500.00 BREITLING ROYALTIES OPERATING
ACCOUNT (COMPASS)
1,000.00 BREITLING ROYALTIES OPERATING
ACCOUNT (COMPASS)
11,500.00 BREITLING ROYALTIES OPERATING
ACCOUNT (COMPASS)
9,000.00 BREITLING ROYALTIES OPERATING
ACCOUNT (COMPASS)
38,000.00 BREITLING ROYALTIES OPERATING
ACCOUNT (COMPASS)
76,000.00 BREITLING ROYALTIES OPERATING
ACCOUNT (COMPASS)
9,000.00 BREITLING ROYALTIES OPERATING
ACCOUNT (COMPASS)
4,500.00 BREITLING ROYALTIES OPERATING
ACCOUNT (COMPASS)

Case 3:16-cv-01735-D Document 492-6 Filed 12/12/19
BREITLING ROYALTY FUND, LLC (BOA) 2/13/2015
BREITLING ROYALTY FUND, LLC (BOA) 5/8/2015
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4,500.00 BREITLING ROYALTIES OPERATING
ACCOUNT (COMPASS)
22,500.00 SIMPLE SOLUTIONS DBA PATRIOT
ENERGY
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Assignment of Interests
THIS ASSIGNMENT OF INTERESTS (this “Assignment”) is executed and
irrevocably effective December 9, 2013 (the “Effective Date”), by Breitling Royalty
Corporation, a Texas limited liability company (“Assignor”), and Breitling Energy
Companies, Inc., a Texas corporation (“Assignee”).
RECITALS:
WHEREAS, Assignor owns 50 units representing a 50% ownership interest (the
“Interest”) in Breitling Royalty Funds, LLC, a Texas limited liability company (the
“Company”); and
WHEREAS, Assignor has agreed to transfer the Interest to the Assignee;
NOW THEREFORE, in consideration of the mutual agreements contained
herein, and for other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, and intending to be legally bound hereby, the parties
hereto agree as follows:
ASSIGNMENT:
1.
Assignment. Assignor hereby irrevocably assigns, transfers, and conveys
to Assignee the Interest as of the Effective Date, together with and including without
limitation Assignor’s right, title, interest and benefit in and to the properties (real and
personal), capital, cash flow, distributions, dividends, profits and losses, and all other
economic benefits of the Interest accruing to or distributable with respect to the Interest
and the interest in the Company represented thereby or associated therewith from and
after the Effective Date (the “Transferred Interests”).
2.
Acceptance, Acknowledgment and Assumption. By executing this
Assignment, Assignee hereby irrevocably (i) accepts Assignor’s assignment pursuant to
Section 1 hereof and (ii) assumes all obligations attributable to the Interest under the
Operating Agreement of the Company (the “Company Agreement”) from and after the
Effective Date.
3.
Effect of Assignment. From and after the Effective Date, (i) Assignee
shall be the sole and exclusive owner of the Interest in accordance with this Assignment,
and (ii) Assignor shall cease to have any right, title or interest in or to the Interest and
shall have no further obligations with respect to the Interest.
4.
Counterparts.
This Assignment may be executed in multiple
counterparts, each of which shall be deemed an original but all of which together shall
constitute the same instrument.

1013643_1.doc
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Breitling Organization Chart

Breitling Energy Corporation

Breitling Energy Companies

50%

50%

Breitling Royalty Funds, LLC (JV)

Breitling Energy Advisors, LLC (JV)

Investment Manager (RIA)
Institutional Funds

General Partner Institutional Funds

50%

50%
Lighthouse Energy Partners, LLC
Jim Hiza
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Miriam Rouziek Bergman[mrouziek@malone-bailey.com]; Adrian
Lamberti[Adrian.Lamberti@cfosuite.com]; Leah Gonzales[lgonzales@malone-bailey.com]
From:
Jay Norris
Sent:
Wed 3/25/2015 6:51:00 PM
Importance:
Normal
Subject: FW: Rick Hoover
To:

See below in red, per my discussion with Jeremy.

Also, need to follow up on:

tax provision - they were supposed to get another firm to help prepare it. Jeremy
is following up on this.

deferred revenue - they should have deferred revenue when they collect money
on a turnkey drilling project. Unless they can find literature allowing them to record
revenue on a% of complete basis, I think they should use the completed contract
method - deferred the costs until they complete the drilling and recognize the revenue
and the cost at the same time.

PUDs - I spoke with Scott Cox about this and he assures me that they have the
plan and ability to drill out these PUDs within the next 5 years. We should review the
lease agreements to see if any of them are expiring soon.

On Feb 27, 2015, at 4:44 PM, Jay Norris

wrote:

Hi Jeremy/David,

Miriam just sent over the open items list for our trip next week. In addition, I was
talking with Rick about the following items:

SEC-MB-E-0000730
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Related party transactions:

We understand that Range Resources and Advertising Management are
owned by Chris Faulkner. I understand that there may be 1-2 more
companies owned by Chris, and Rick was going to get this information for us.
We need a listing of all related parties to ensure that these transactions are
properly disclosed. Miriam will send the related party form so you guys can
updated it. Please update it for all related parties and transactions. Normal
employment arrangements are not related party transactions, but services
performed by entities owned by employees, officers or directors would be.
Also, services performed by officers, directors, or employees that are outside
of the normal employment relationship could be related party transactions.
For example, let's say the President is also an attorney in a law practice and
this practice (or this individual) is providing legal services to the company. If
the legal services are outside of the President's normal duties, then it would
likely be a related party transaction.

Range Quest Resources - Owned by the CEO Chris but there are no
transactions with this company. Just verify that there are none.

No other services provided by officers or directors directly.

Advertising Management - owned by the CEO Chris and was formed to
negotiate advertising agreements to get better rates. Simply a pass
through -

Advertising negotiates the advertising for Breitling and pays the
advertising fee. Breitling reimburses Advertising for the cost. Need to:
test these related party transactions
make sure they disclose
evaluate for consolidation - based on the VIE model and the
related party rules under this literature (seems like they would
consolidate)

SEC-MB-E-0000731
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In addition, we understand that there were transactions between these
companies and Breitling. Rick was going to provide us with invoices,
agreements, and other support for these transactions. If I recall, he mentioned
that there were several in 04 2014.

Other transactions - Rick mentioned the following transactions and was
pulling support:

Bonuses - There were bonuses paid to Scott Cox and Jeremy Wagers. Can
you provide the Board minutes or other support authorizing these bonuses?

This occurred while they were still a private company. Chris will send
me an email confirming that he approved the bonus to Jeremy.

Scott received a small bonus, but the majority of the cash was a loan to
Scott to purchase a house. The loan was forgiven in 2014 and should be
recorded as a bonus.

There were some wells being completed toward the end of the year (I think
these were in Sterling county), and he was trying to wrestle down any
outstanding commitments or liabilities related to these wells.

Jeremy/David are looking into this. The question is whether or not they
had good cutoff, so for any drilling at the end of the year, they need to
make sure that they captured all of the costs for the work performed.
The well at 12/31/2014 is Hoppy, I think.

SEC-MB-E-0000732
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There were some consulting fees paid to Skye's the Limit and 2 other
consulting firms. Rick was chasing down the agreements and invoices.

These were fees paid to an investment bank/investor's relations firm.
David/Jeremy is tracking down the invoices.

Rick mentioned that he was working with the reserve engineers on the WI%
and NRI% on the report. He mentioned that some of the wells were showing
100%, but the WI was sold sometime in 2014. From my notes, he mentioned
the Blue Wolf and White Wolf projects, and was going to get us more
information on this from Scott Cox.

Per Jeremy, Rick might have seen an early version of the report. They
supposedly scrubbed the Wl%'s and should only show their actual
interest. Please double check the Blue Wolf and White Wolf wells on the
reserve report and if they show 100%, let me know. Get with Scott Cox
to validate the interest held in these 2 wells.

We are waiting for an update on the SEC inquiry. Where does this stand and
what seems to be the underlying issues? (this is not related to the SEC
comment letter)

There is an SEC comment letter and an SEC inquiry. The comment letter
is down to 1-2 comments and the response hinges on whether the
company wants to convert to successful efforts for this audit or stick
with full cost. If they are going with full cost, they should get on the
phone with the SEC and explain about the full cost pool.

The SEC inquiry has nothing to do with the pubco or what they've done
as a pubco. It is about disclosures in the private placement
memorandums that were used to raise money while they were private. It
involves Chris, Mr. Miller and Mr. Parker, the majority shareholders. Per
Jeremy, the SEC is chasing nothing and this is more of a nuisance than

SEC-MB-E-0000733
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anything. He doesn't believe there is any substance to the inquiry. The
outside attorneys are supposed to give us a complete write up. There
has not been a "wells notice" issued.

Speaking of comment letters, you were going to forward me the latest
comment letter from the SEC.

Rick was going to walk us through the Breitling Royalty JV transactions so
that we have a better understanding about the relationship between Breitling
and these entities, and about transactions between the 2 JV entities.

There are 2 JV entities: Breitling Energy Advisors, LLC and Breitling
Royalty Funds, LLC. Both are 50% owned by Breitling Energy
Companies, Inc. (which is a wholly owned sub of the pubco) and 50%
owned by Lighthouse (an unrelated party). Jeremy and Chris run the dayto-day for both JV companies and so they should be consolidated. Jim
Hiza is an owner in Lighthouse and also sits on the Board of these 2
JVs. The main purpose of these JV companies is to find an buy royalty
properties for investors. They get a 3% fee and a 10% override. You can
verify these amounts by reviewing the JV agreements.

This is all I have notes on so far. I imagine there are several other issues to
address once we get to Dallas. Hopefully, you can bring me up to speed on
those.

Regards,

Jay Norris
o: 713.343.4219

SEC-MB-E-0000734
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c: 713.444.2571
f: 713.343.3419

From: Jeremy Wagers [mailto:jwagers@breitlingenergy.com]
Sent: Friday, February 27, 2015 1:35 PM
To: Jay Norris
Cc: cfaulkner@breitlingenergy.com; huberman11@gmail.com;
rmourglia@duneenergy.com; cwilliford@silverbackexp.com; Miriam Rouziek
Bergman
Subject: Re: Rick Hoover

I just spoke with Jay. We are on the same page and moving forward.

Sent from my iPhone

On Feb 27, 2015, at 1:06 PM, Jay Norris <jnorris@malone-bailey.com>
wrote:
Hi Chris,

I just learned that Rick is no longer with Breitling, and I wanted to reach
out to you about the audits that are in progress. Now that Rick's gone,
who will be our contact for the audits? Also, we are scheduled to come to
your offices all week next week so how does Rick's departure impact our
visit?

On a similar note, what are your expectations on timing? Rick's departure
will likely delay the audit and the filing, which is due on March 31 st .
Although we've started the audit, we have not completed a substantial
amount of work. In addition, we are auditing 2013 in addition to 2014,
which will require more time. I had started talking to Rick about the
possibility of filing an extension, which now seems even more likely.

SEC-MB-E-0000735
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Please let me know about this coming week and who we should contact
for the audit going forward.

Regards,

Jay Norris
Partner

<image001.jpg>

9801 Westheimer Road, Suite 1100
Houston, TX 77042
o: 713.343.4219
c: 713.444.2571
f: 713.343.3419

<image002.jpg>
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NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU
MAY REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM THIS
INSTRUMENT BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS; YOUR
SOCIAL SECURITY NUMBER OR YOUR DRIVER'S LICENSE NUMBER.

MINERAL AND ROY ALTY CONVEYANCE

STATE OF TEXAS
COUNTY OF BRAZOS

}
}

Know All Men By These Presellls:

That, BREITLING ROYALTY FUNDS, LLC {TEXAS) whose address is 1910 Pacific Ave.,
Suite 12000, Dallas, Texas 75201, as GRANTOR, for and in consideration of the sum of Ten
and more dollars ($10.00) cash in hand paid and other good and valuable considerations, the
receipt of which is hereby acknowledged, does hereby grant, bargain, sell, convey, assign, and
deliver to CRUDE ENERGY, LLC whose address Is 1910 Pacific Avenue, Suite 7000,
Dallas, Texas 75201 hereinafter called GRANTEE, seven percent (7%) of Grantor's undivided
interest in and to all of the oil, gas and other minerals in and under that may be produced from
the following described lands situated in BRAZOS COUNTY, TEXAS,, to-wit:

See Exhibit II A" attached hereto and made a part hereof for descriptive purposes.

together with the rights of ingress and egress at all times for the purpose of mining, drilling,
exploring, operating, and developing said lands for oil, gas and other minerals, and storing,
handling, transporting and marketing the same therefrom with the right to remove from said
land all of Grantee's property and improvements.
This sale is made subject to any rights now existing to any lessee or assigns under any valid
and subsisting oil and gas lease heretofore executed and now of legal record; it being
understood and agreed that said Grantee shall have, receive and enjoy the herein granted
undivided interests in and to all bonuses, rents, royalties and other benefits which may
accrue thereunder from and after the date hereof, precisely as if the Grantee herein had been
at the date of making said lease and/or leases the owner of a similar undivided interest in and
to the lands above described and none other and Grantee one of the lessors therein.
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TO HAVE AND TO HOLD the properties described above with all and singular the rights,
privileges and appurtenances thereunder or anywise belonging to said Grantee herein its heirs,
successors, and assigns forever, and Grantor does hereby bind themselves, their heirs,
executors, administrators, successors and assigns to warrant and forever defend all and singular
the said property unto the said Grantee herein, its heirs, successors and assigns by, through
and under only.

WITNESS MY HAND this the

~ day of October 6, 2014, but effective October 1, 2014.

GRANTOR:
Breitling Royalty Funds, LLC

Jim ~
Chief Investment Officer

STATE OF TEXAS
COUNTY OF DALLAS
This instrument was acknowledged before me on thisL day of October, 2014 by Jim Hiza as the Chief
Investment Officer of Breiding Royalty Funds, LLC, a Texas LLC, on behalf of said company.

REAGAN MICHELLE SMIJH

No1ary Public, S1a1e of Texas

My Commission Expires
March 20, 201 a
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Exhibit "A"

Attached hereto and made a part hereof that certain Mineral and Royalty Deed dated
October I, 2014 by and between Crude Energy, LLC and Breitling Royalty Funds,
LLC

Mineral and Royalty Conveyance recorded at Instrument Number 01190569, Volume 11956,
Page 106 of the Official Records of Brazoria County, Texas.
Mineral and Royalty Conveyance recorded at Instrument Number 01190570, Volume 11956,
Page 11 O of the Official Records of Brazoria County, Texas.

Filed for Record in:
BRAZOS COUHTY
On: Oct 13,2014 at 10:30A

As a
HO LABEL RECORDING
Docu1ent Hu1ber:

01210781

A■ount

28.00

Receipt Nueber - 525531
B!11

Pats!I Montalbano

STATE OF TEXAS

COUNTY OF BRAZOS

I hereb!I certif!I that this instru■ent was
filed on the date and ti1e sta■Ped hereon b!I ■e
and was dul!I recorded in the volu1e and page
of the Official Public records of:

BRAZOS COUNTY
as

sta■Ped

hereon b!I 1e.
Oct 13,2014

Karen McQueen, Brazos Count!! Clerk
BRAZOS COUNTY
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NOTICE OF CONFIDENTIALITY RIGHTS: IF YOU ARE A NATURAL PERSON, YOU
MAY REMOVE OR STRIKE ANY OF THE FOLLOWING INFORMATION FROM THIS
INSTRUMENT BEFORE IT IS FILED FOR RECORD IN THE PUBLIC RECORDS; YOUR
SOCIAL SECURITY NUMBER OR YOUR DRIVER'S LICENSE NUMBER.

CORRECTION MINERAL AND ROYALTY CONVEYANCE

ST ATE OF TEXAS
COUNTY OF BRAZOS

}
)

Know All Men By These Presellts:

THIS CORRECTION MINERAL AND ROY ALTY CONVEYANCE ('•Assignment") is
intended to be in correction of and in substitution for that certain Conveyance dated 1st day of
October, 2014 (the "Effective Date") by and between Breitling Royalty Funds, LLC and Crude
Energy, LLC and recorded at Instrument# 0120781, Vol. 12315, Page: 118, in Brazos County,
TX.
That, BREITLING ROYALTY FUNDS, LLC (TEXAS) whose address is 1910 Pacific Ave.,
Suite 12000, Dallas, Texas 75201, as GRANTOR, for and in consideration of the sum of Ten
and more dollars ($10.00) cash in hand paid and other good and valuable considerations, the
receipt of which is hereby acknowledged, does hereby grant, bargain, sell, convey, assign, and
deliver to CRUDE ENERGY, LLC whose address Is 1910 Pacific Avenue, Suite 7000,
Dallas, Texas 75201 hereinafter called GRANTEE, seven percent (7%) of all of Grantor's
undivided interest in and to all of the oil, gas and other minerals in and under that may be
produced from the following described lands situated in BRAZOS COUNTY, TEXAS,, to-wit:

See Exhibit "A" attached hereto and made a part hereof for descriptive purposes.

together with the rights of ingress and egress at all times for the purpose of mining, drilling,
exploring, operating, and developing said lands for oil, gas and other minerals, and storing,
handling, transporting and marketing the same therefrom with the right to remove from said
land all of Grantee's property and improvements.
This sale is made subject to any rights now existing to any lessee or assigns under any valid
and subsisting oil and gas lease heretofore executed and now of legal record; it being
understood and agreed that said Grantee shall have, receive and enjoy the herein granted
undivided interests in and to all bonuses, rents, royalties and other benefits which may
accrue thereunder from and after the date hereof, precisely as if the Grantee herein had been
at the date of making said lease and/or leases the owner of a similar undivided interest in and
to the lands above described and none other and Grantee one of the lessors therein.

Ps
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TO HAVE AND TO HOLD the properties described above with all and singular the rights,
privileges and appurtenances thereunder or anywise belonging to said Grantee herein its heirs,
successors, and assigns forever, and Grantor does hereby bind themselves, their heirs,
executors, administrators, successors and assigns to warrant and forever defend all and singular
the said property unto the said Grantee herein, its heirs, successors and assigns by, through
and under only.

WITNESS MY HAND this the ?. ]

day of October, 2014, but effective October 1, 2014.

GRANTOR:
Breitling Royalty Funds, LLC

Chief Investment Officer

Norfu(arotivta.
STATEOF~

JvlbUrJ

couNTY oF ___

23

This instrument was acknowledged before me on this
day of October, 2014 by Jim Hiza as the Chief
Investment Officer of Breitling Royalty Funds, LLC, a Texas LLC, on behalf of said company.

Notary Public, in and for the State~eKaS-M-/CamfftiHIVI &pns 26 MAY 2019

,

r# l carot (V"l
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Exhibit "A"

Attached hereto and made a part hereof that certain Mineral and Royalty Deed dated
October I, 2014 by and between Crude Energy, LLC and Breitling Royalty Funds,

LLC
Mineral and Royalty Conveyance recorded at Instrument Number 01190569, Volume 11956,
Page 106 of the Official Records of Brazos County, Texas.
Mineral and Royalty Conveyance recorded at Instrument Number 01190570, Volume 11956,
Page 110 of the Official Records of Brazos County, Texas.

Filed for Record in:
BRAZOS COUHTY
On: Oct 29,201+ at 10:5~
As a
Recordings
Oocu11ent Hu11ber:
A1ount

01212+70
28.00

ReceiPt Huober - 527135
B!I,

Beck!/ Wr i !!ht

STATE OF TEXAS

COUHTY OF BRAZOS

I herebY certif!I that this instru1ent was
filed on the date and ti1e stamped hereon b!I ee

and was dul!I recorded in the volume and Pase
of the Official Public records of:
BRAZOS COUHTY

as sta11Ped hereon b!I 11e.
Oct 29,201+

Karen McOueen, Brazos County Clerk
BRAZOS COUHTY
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Rocket Ship
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ASSIGNMENT OF O IL AND GAS LEASES
STATE OF NORTH DAKOTA

§
§

COUNTY OF WILLIAMS

§

KNOW ALL MEN BY THESE PRESENTS:

THAT ASCENSION OTL & GAS, LLC, whose post office address is P.O. Box 8927, Midland, TX
79708, hereinafter called Assignor, for and in consideration of the sum of Ten Dollars ($10.00) and other
good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, does
hereby bargain, sell, transfer, assign and convey, subject to the exceptions, reservations, conditions and
other provisions hereinafter set out, unto BREITLING ENERGY COMPANIES, whose address is 1910
Pacific Ave, Suite 7000, Dallas, TX 75201, hereinafter called Assignee, ALL (100.0%) of Assignor's
right, title and interest in and to the Oil and Gas Leases, land, and interest therein, as set out on Exhibit
"A" hereof, attached hereto, and reference to which is hereby made (the " Leases"), INSOFAR AND
ONLY INSOFAR as the Leases cover the lands specifically described on said Exhibit "A" (the "Lands""),
said Lands being located in Williams County, State of North Dakota, together with the rights incident
thereto, the personal property thereon, appurtenant thereto, or used or obtained in connection with said Oil
and Gas Leases.
For the same consideration, the Assignor covenants with the Assignee, its heirs, successors, legal
representatives or assigns that the Assignor is the record title owner of the interests above assigned in and
to said Oil and Gas Leases, estate.s, rights and property, free and c!Cllr from ;ill liens, encumbrances or
adverse claims; that said Leases on the lands covered thereby, and all rentals and royalties due under said
Oil and Gas Leases have been paid and all conditions necessary to keep same in full force and effect have
been duly performed.
The Assignor herein reserves unto itself, its heirs, successors or assigns, and excepts from this
assignment an overriding royalty interest of the difference between existing lease royalty burdens of
record and twenty two percent (22.00/4), proportionately reduced, of all oil, gas or other hydrocarbons
produced, saved and sold from the above described lands under the terms of said Oil and Gas Leases, if,
as and when produced, saved and sold, but not otherwise. Said overriding royalty interest shall be free of
all development, production, marketing and operation expense-s and changes of any other nature;
however, said interest shall bear and pay currently its share of gross production and/or pipe line taxes. It
is agreed that the reservation and exception herein made imposes upon Assignee herein, its heirs,
successors and assigns, oo duty or obligation to develop or operate the leased premises for oil, gas or
other hydrocarbons not imposed by the provisions of said Leases. If said Leases cover less than the full
fee simple estate in the oil, gas, casinghead gas, and all other minerals and hydrocarbons under any tract
or tracts of land assigned, or if the Assignor owns less than the full working interest in the Leases hereby
assigned or the interest herein assigned covers less than the full and undivided interest in said Leases, then
the overriding royalty interest herein reserved and excepted shall be reduced proportionately to
correspond with the leasehold interest actually assigned hereby.
TO HAVE AND TO HOLD, the leasehold estates, interests, rights, and property hereby assigned
and conveyed unto the said Assignee herein, its successors and assigns, subject to and in accordance with
the terms, provisions, and conditions of said leases, and Assignee by acceptance hereof, agrees to comply
with and hereby assumes all of the express implied covenants and obligations of the original lessee under
said lease.

THE LEASES CONVEYED HEREIN ARE SOLD HEREUNDER "AS IS, WHERE IS, AND WITH
ALL FAULTS" AND NO WARRANTIES OF TITLE OR REPRESENTATIONS OF ANY KIND
OR CHARACTER, EXPRESS OR IMPLIED, INCLUDING ANY WARRANTY OF QUALITY,
MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE OR CONDITION, OR
CONFORMITY TO SAMPLES, ARE GIVEN BY OR ON BEHALF OF ASSIGNOR.
IN WITNESS WHEREOF, this Agreement is EXEClITED this

L1.!!_day of March, 2013.

ASSIGNOR
ASCENSIONO

By:
Name:
Title:

756945
111111111H ml Ill I IIIIIIUIIIIII IIIIIIHlll ll1111 ~ 1111111111 ?age:
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WILLIAMS COUNlY, ND

ACKNOWLEDGMENT
STATE OF TEXAS

)
) §

COUNTY OF MIDLAND

)

The foregoing instrument was acknowledged before me on this/~ day of March, 2013, by
Greg Keys. Manager of Ascension Oil & Gas, LLC. a Texas Limited Liability Company, on behalf of
said Company.
My Commission Expires:

LUPER.AI.Vj
Notary Public

STATEOFTEXAS
My Comm. E:x;i. 06-21•13

2
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Exhibit "A"
th
Attached to and made a part of that certain Assignment of Oil & Gas Leases dated the 13 day of
March, 2013, by and between Ascension Oil & Gas, LLC, as Assignor, and
Breitling Energy Companies, as Assignee

OIL AND GAS LEASES
1.

Lessor:
Lessee:
Date:
Description:

Recorded:

Western Energy Corporation
Ascension Oil & Gas, LLC
February 28, 20 13
Township 159 North, Range 97 West of the 5 th P.M.
Section 4: Lots I , 2, S/2N/2
Williams County, North Dakota
Document#756491 of the Williams County, ND Public Records

End of Exhibit "A"

lllllllll IHI111111111 ~ Illm11111

11111m 111 11111111111 M iil

756945

Page: 3 of 3
3/22/2013 2:20 PM

AOG

WILLIAMS COUNTY, ND

$16.00

COUNTY RECORDER, WILLIAMS COUNTY• NO
3/22/ 2013 2: 20 PM
I certify that th,s instrument was filed and recorded
Kari Evenso~,Aounty

~
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION
SECURITIES AND EXCHANGE
COMMISSION,
Plaintiff,
v.
CHRISTOPHER A. FAULKNER, et al.,
Defendants.

§
§
§
§
§
§
§
§
§
§

Case No.: 3:16-cv-01735-D

THIRD AMENDED ORDER APPOINTING RECEIVER
The court finds, based on the record in these proceedings, that the appointment of a
temporary receiver in this action is necessary and appropriate for the purposes of marshaling and
preserving all assets—in any form or of any kind whatsoever—owned, controlled, managed, or
possessed by defendants Christopher A. Faulkner, Breitling Oil & Gas Corporation (“BOG”),
Breitling Energy Corporation (“BECC”), Crude Energy, LLC (“Crude Energy”) and Patriot
Energy, Inc. (“Patriot”), and non-parties Breitling Royalties Corporation (“BRC”), Breitling
Ventures Corporation (“BVC”), Breitling Holdings Corporation (“BHC”), Breitling Operating
Corporation (“Breitling Ops”), Breitling Energy Companies, Inc. (“BECOS”), Breitling Royalty
Funds, LLC (“BRF”), Crude Royalties, LLC (“Crude Royalties”), Inwood Investments, Inc.
(“Inwood”) and Grand Mesa Investments, Inc. (“Grand Mesa”) (collectively, the “Receivership
Entities”), directly or indirectly (“Receivership Assets”).
The court has subject matter jurisdiction over this action and personal jurisdiction over the
Receivership Entities.
NOW THEREFORE, IT IS HEREBY ORDERED:

Case 3:16-cv-01735-D Document 492-16 Filed 12/12/19
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The court hereby takes exclusive jurisdiction and possession of the Receivership

Assets, of whatever kind and wherever situated.
2.

Until further order of the court, Thomas L. Taylor is appointed to serve without

bond as temporary receiver (the “Receiver”) for the estates of the Receivership Entities and the
Receivership Assets.
I.
3.

Asset Freeze

Except as otherwise specified herein, all Receivership Assets are frozen until

further order of this court. Accordingly, all persons and entities with direct or indirect control over
any Receivership Assets, other than the Receiver, are hereby restrained and enjoined from directly
or indirectly transferring, setting off, receiving, changing, selling, pledging, assigning, liquidating,
or otherwise disposing of or withdrawing such assets. All persons and entities with direct or
indirect control over any Receivership Assets are ordered to relinquish such control to the
Receiver. This freeze includes, but is not limited to, Receivership Assets that are (a) in the
possession or control of oil and gas operators; or (b) on deposit with financial institutions such as
banks, brokerage firms, and mutual funds.
II.
4.

General Powers and Duties of Receiver

The Receiver shall have all powers, authorities, rights, and privileges heretofore

possessed by the officers, directors, managers, and general and limited partners of the entity
Receivership Entities under applicable state and federal law, by the governing charters, by-laws,
articles and/or agreements, in addition to all powers and authority of a receiver at equity, and all
powers conferred upon a receiver by the provisions of 28 U.S.C. §§ 754, 959, and 1692, and Fed.
R. Civ. P. 66.
5.

The trustees, directors, officers, managers, employees, investment advisors,

accountants, attorneys, and other agents of the entity Receivership Entities are hereby dismissed,
-2-
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and the powers of any general partners, directors, and/or managers are hereby suspended. Such
persons and entities shall have no authority with respect to the entity Receivership Entities’
operations or assets, except to the extent as may hereafter be expressly granted by the Receiver.
The Receiver shall assume and control the operation of the entity Receivership Entities and shall
pursue and preserve all of their claims.
6.

No person holding or claiming any position of any sort with the entity Receivership

Entities shall possess any authority to act by, or on behalf of, the entity Receivership Entities.
7.

Subject to the specific provisions in Sections III through XIV, below, the Receiver

shall have the following general powers and duties:
A.

To use reasonable efforts to determine the nature, location, and value of all
Receivership Assets, including, but not limited to, monies, funds, securities,
credits, effects, goods, chattels, lands, premises, leases, claims, rights, and
other assets, together with all rents, profits, dividends, interest, or other
income attributable thereto, of whatever kind, that the Receivership Entities
own, possess, have a beneficial interest in, or control directly or indirectly
(collectively, the “Receivership Estate”);

B.

To take custody, control, and possession of all Receivership Assets and
records relevant thereto from the Receivership Entities; to sue for and
collect, recover, receive, and take into possession from third parties all
Receivership Assets and records relevant thereto;

C.

To manage, control, operate, and maintain the Receivership Estate and hold
in his possession, custody, and control all Receivership Assets, pending
further order of the court;

D.

To use Receivership Assets for the benefit of the Receivership Estate,
making payments and disbursements and incurring expenses as may be
necessary or advisable in the ordinary course of business in discharging his
duties as Receiver;

E.

To take any action that, prior to the entry of this order, could have been
taken by the officers, directors, partners, managers, trustees, and agents of
the entity Receivership Entities;

F.

To engage and employ persons in his discretion to assist him in carrying out
his duties and responsibilities hereunder, including, but not limited to,
accountants, attorneys, securities traders, registered representatives,

-3-
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financial or business advisers, liquidating agents, real estate agents, forensic
experts, brokers, traders, or auctioneers;
G.

To take such action as necessary and appropriate for the preservation of
Receivership Assets or to prevent the dissipation or concealment of
Receivership Assets;

H.

To issue subpoenas for documents and testimony consistent with the
Federal Rules of Civil Procedure;

I.

To bring such legal actions based on law or equity in any state, federal, or
foreign court as the Receiver deems necessary or appropriate in discharging
his duties as Receiver;

J.

To pursue, resist, and defend all suits, actions, claims, and demands that
may now be pending or that may be brought by or asserted against the
Receivership Estate; and,

K.

To take such other action as may be approved by the court.
III.

8.

Access to Information

Faulkner and the past and/or present officers, directors, agents, managers, general

and limited partners, trustees, attorneys, accountants, and employees of the entity Receivership
Entities, as well as those acting in their place, are hereby ordered and directed to preserve and turn
over to the Receiver forthwith all paper and electronic information of, and/or relating to, the
Receivership Entities and/or all Receivership Assets; such information shall include, but not be
limited to, books, records, documents, accounts, and all other instruments and papers.
9.

Within fourteen (14) days of the entry of this order, the Receivership Entities Crude

Energy and Crude Royalties shall file with the court, and serve upon the Receiver and the U.S.
Securities and Exchange Commission (“SEC” or “Plaintiff”) a sworn statement, listing: (a) the
identity, location, and estimated value of all Receivership Assets; (b) all employees (and job titles
thereof), other personnel, attorneys, accountants, and any other agents or contractors of these
Receivership Entities; and (c) the names, addresses, and amounts of claims of all known creditors
of these Receivership Entities.

-4-
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Within thirty (30) days of the entry of this order, the Receivership Entities Crude

Energy and Crude Royalties shall file with the court and serve upon the Receiver and the SEC a
sworn statement and accounting, with complete documentation, covering the period from January
1, 2011 to the present:
A.

of all Receivership Assets, wherever located, held by, or in the name of,
these Receivership Entities, or in which any of them, directly or indirectly,
has or had any beneficial interest, or over which any of them maintained or
maintains and/or exercised or exercises control, including, but not limited
to: (a) all securities, investments, funds, real estate, automobiles, jewelry
and other assets, stating the location of each; and (b) any and all accounts,
including all funds held in such accounts, with any oil and gas operator or
with any bank, brokerage, or other financial institution held by, in the name
of, or for the benefit of any of them, directly or indirectly, or over which
any of them maintained or maintains and/or exercised or exercises any
direct or indirect control, or in which any of them had or has a direct or
indirect beneficial interest, including the account statements from each
bank, brokerage or other financial institution;

B.

identifying every account at every bank, brokerage, or other financial
institution: (a) over which these Receivership Entities have signatory
authority; and (b) opened by, in the name of, or for the benefit of, or used
by, these Receivership Entities;

C.

identifying all credit, bank, charge, debit, or other deferred payment card
issued to, or used by, each of these Receivership Entities, including but not
limited to the issuing institution, the card or account number(s), all persons
or entities to which a card was issued and/or with authority to use a card,
the balance of each account and/or card as of the most recent billing
statement, and all statements for the last twelve (12) months;

D.

of all assets received by any of them from any person or entity, including
the value, location, and disposition of any assets so received;

E.

of all funds received by these Receivership Entities, and each of them, in
any way related, directly or indirectly, to the conduct alleged in the SEC’s
first amended complaint (Doc. 22) or in the SEC’s brief in support of
plaintiff’s ex parte emergency motion for temporary restraining order, asset
freeze, appointment of receiver, and other ancillary relief (“Brief”) (Doc.
103). The submission must clearly identify, among other things, all
investors, the securities they purchased, the date and amount of their
investments, and the current location of such funds;

-5-
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G.

of all expenditures exceeding $1,000 made by any of them, including those
made on their behalf by any person or entity; and

H.

of all transfers of assets made by any of them.

Unless the court, on motion of a Receivership Entity, orders otherwise, within thirty

(30) days of the entry of this order, the Receivership Entities Crude Energy and Crude Royalties
shall provide to the Receiver and the SEC copies of these Receivership Entities’ federal income
tax returns for 2010 through 2016, with all relevant and necessary underlying documentation.
12.

Subject to any applicable rights under the Fifth Amendment to the United States

Constitution, Faulkner and the entity Receivership Entities’ past and/or present officers, directors,
agents, attorneys, managers, shareholders, employees, accountants, debtors, creditors, managers
and general and limited partners, and other appropriate persons or entities shall answer under oath
to the Receiver all questions that the Receiver may put to them and produce all documents as
required by the Receiver regarding the business of the Receivership Entities, or any other matter
relevant to the operation or administration of the receivership or the collection of funds due to the
Receivership Entities. If the Receiver deems it necessary to require the appearance of the
aforementioned persons or entities, the Receiver shall make his discovery requests in accordance
with the Federal Rules of Civil Procedure.
13.

The Receivership Entities are required to assist the Receiver in fulfilling his duties

and obligations. As such, subject to any applicable rights under the Fifth Amendment to the United
States Constitution, they must respond promptly and truthfully to all requests for information and
documents from the Receiver.
IV.
14.

Access to Books, Records and Accounts

The Receiver is authorized to take immediate possession of all assets, bank

accounts or other financial accounts, books, and records and all other documents or instruments

-6-
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relating to the Receivership Entities. All persons and entities having control, custody, or possession
of any Receivership Assets are hereby directed to turn over such property to the Receiver.
15.

The Receivership Entities, as well as their agents, servants, employees, attorneys,

any persons acting for or on behalf of the Receivership Entities, and any persons receiving notice
of this order by personal service, facsimile transmission, or otherwise, having possession of the
property, business, books, records, accounts, or assets of the Receivership Entities are hereby
directed to deliver the same to the Receiver, his agents, and/or employees.
16.

All oil and gas operators and all banks, brokerage firms, financial institutions, and

other persons or entities that have possession, custody, or control of any assets or funds held by,
in the name of, or for the benefit of, directly or indirectly, and of the Receivership Entities that
receive actual notice of this order by personal service, facsimile transmission, or otherwise shall:

17.

A.

not liquidate, transfer, sell, convey, or otherwise transfer any assets,
securities, funds, or accounts in the name of, or for the benefit of, the
Receivership Entities, except upon instructions from the Receiver;

B.

not exercise any form of set-off, alleged set-off, lien, or any form of selfhelp whatsoever, or refuse to transfer any funds or assets to the Receiver’s
control, without the permission of the court;

C.

within seven (7) days of receipt of that notice, file with the court and serve
on the Receiver and counsel for the SEC a certified statement setting forth,
with respect to each such account or other asset, the balance in the account
or description of the assets as of the close of business on the date of receipt
of the notice; and,

D.

cooperate expeditiously in providing information and transferring funds,
assets, and accounts to the Receiver, or at the direction of the Receiver.

Paragraph 16 notwithstanding, the Receiver shall permit XL Specialty Insurance

Company to process the Receivership Entities’ claims under Directors and Officers Insurance
Policy Number ELU137222-14, pursuant to order of the court (Doc. 278).
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Access to Real and Personal Property

The Receiver is authorized to take immediate possession of all personal property of

the Receivership Entities, wherever located, including but not limited to, electronically stored
information, computers, laptops, hard drives, external storage drives, and any other such memory,
media or electronic storage devices, books, papers, data processing records, evidence of
indebtedness, bank records and accounts, savings records and accounts, brokerage records and
accounts, certificates of deposit, stocks, bonds, debentures, and other securities and investments,
contracts, mortgages, furniture, office supplies and equipment.
19.

The Receiver is authorized to take immediate possession of all real property of the

Receivership Entities, wherever located, including, but not limited to, all ownership and leasehold
interests and fixtures. Upon receiving actual notice of this order by personal service, facsimile
transmission, or otherwise, all persons other than law enforcement officials acting within the
course and scope of their official duties, are (without the express written permission of the
Receiver) prohibited from: (a) entering such premises; (b) removing anything from such premises;
or (c) destroying, concealing, or erasing anything on such premises.
20.

In order to execute the express and implied terms of this order, the Receiver is

authorized to change door locks to the premises described above. The Receiver shall have
exclusive control of the keys. The Receivership Entities, or any other person acting or purporting
to act on their behalf, are ordered not to change the locks in any manner, nor to have duplicate
keys made, nor shall they have such keys in their possession during the term of the receivership.
21.

The Receiver is authorized to open all mail directed to, or received by, or at the

offices or post office boxes of the Receivership Entities, and to inspect all mail opened prior to the
entry of this order, to determine whether items or information therein fall within the mandates of
this order.
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Upon the request of the Receiver, the United States Marshals Service, in any

judicial district, is hereby ordered to assist the Receiver in carrying out his duties to take
possession, custody, and control of, or to identify the location of, any assets, records, or other
materials belonging to the Receivership Estate.
VI.
23.

Notice to Third Parties

The Receiver shall promptly give notice of his appointment to all known officers,

directors, agents, employees, shareholders, creditors, debtors, managers, and general and limited
partners of the Receivership Entities, as the Receiver deems necessary or advisable to effectuate
the operation of the receivership.
24.

All persons and entities owing any obligation, debt, or distribution with respect to

an ownership interest to any Receivership Entity shall, until further ordered by the court, pay all
such obligations in accordance with the terms thereof to the Receiver, and his receipt for such
payments shall have the same force and effect as if the Receivership Entities had received such
payment.
25.

In furtherance of his responsibilities in this matter, the Receiver is authorized to

communicate with, and serve this order on, any person, entity, or government office that he deems
appropriate to inform them of the status of this matter and/or the financial condition of the
Receivership Estate. All government offices that maintain public files of security interests in real
and personal property shall, consistent with such office’s applicable procedures, record this order
upon the request of the Receiver or the SEC.
26.

The Receiver is authorized to instruct the United States Postmaster to hold and/or

reroute mail that is related, directly or indirectly, to the business, operations, or activities of any of
the Receivership Entities (the “Receiver’s Mail”), including all mail addressed to, or for the benefit
of, the Receivership Entities. The Postmaster shall not comply with, and shall immediately report
-9-
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to the Receiver, any change of address or other instruction given by anyone other than the Receiver
concerning the Receiver’s Mail. The Receivership Entities shall not open any of the Receiver’s
Mail and shall immediately turn over such mail, regardless of when received, to the Receiver. All
personal mail of Faulkner, and/or any mail appearing to contain privileged information related to
Faulkner, and/or any mail not falling within the mandate of the Receiver, shall be released to the
named addressee by the Receiver. The foregoing instructions shall apply to any proprietor, whether
individual or entity, of any private mail box, depository, business, or service, or mail courier or
delivery service, hired, rented, or used by the Receivership Entities. The Receivership Entities
shall not open a new mailbox, or take any steps or make any arrangements to receive mail in
contravention of this order, whether through the U.S. mail, a private mail depository, or courier
service.
27.

Subject to payment for services provided, any entity furnishing water, electric,

telephone, sewage, garbage or trash removal services to the Receivership Entities shall maintain
such service and transfer any such accounts to the Receiver, unless instructed to the contrary by
the Receiver.
28.

Subject to paragraph 17 of this order, the Receiver is authorized to assert, prosecute,

and/or negotiate any claim under any insurance policy held by or issued on behalf of the
Receivership Entities, or their officers, directors, agents, employees or trustees, and to take any
and all appropriate steps in connection with such policies.
VII.
29.

Injunction Against Interference with Receiver

The Receivership Entities and all persons receiving notice of this order by personal

service, facsimile, or otherwise, are hereby restrained and enjoined from directly or indirectly
taking any action or causing any action to be taken, without the express written agreement of the
Receiver, that would:
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A.

interfere with the Receiver’s efforts to take control, possession, or
management of any Receivership Assets; such prohibited actions include,
but are not limited to, using self-help or executing or issuing or causing the
execution or issuance of any court attachment, subpoena, replevin,
execution, or other process for the purpose of impounding or taking
possession of, or interfering with or creating or enforcing a lien upon, any
Receivership Assets;

B.

hinder, obstruct or otherwise interfere with the Receiver in the performance
of his duties; such prohibited actions include, but are not limited to,
concealing, destroying, or altering records or information;

C.

dissipate or otherwise diminish the value of any Receivership Assets; such
prohibited actions include, but are not limited to, releasing claims or
disposing, transferring, exchanging, assigning, or in any way conveying any
Receivership Assets, enforcing judgments, assessments, or claims against
any Receivership Assets or any Receivership Entity, attempting to modify,
cancel, terminate, call, extinguish, revoke or accelerate (the due date), of
any lease, loan, mortgage, indebtedness, security agreement or other
agreement executed by any Receivership Entity or that otherwise affects
any Receivership Assets; or,

D.

interfere with or harass the Receiver, or interfere in any manner with the
exclusive jurisdiction of this court over the Receivership Estate.

The Receivership Entities shall cooperate with and assist the Receiver in the

performance of his duties.
31.

The Receiver shall promptly notify the court and SEC counsel of any failure or

apparent failure of any person or entity to comply in any way with the terms of this order.
VIII.
32.

Stay of Litigation

As set forth in detail below, the following proceedings, excluding the instant

proceeding and all police or regulatory actions and actions of the SEC related to the abovecaptioned enforcement action, are stayed until further order of the court:
All civil legal proceedings of any nature, including, but not limited to, bankruptcy
proceedings, arbitration proceedings, foreclosure actions, default proceedings, or other
actions of any nature involving: (a) the Receiver, in his capacity as Receiver; (b) any
Receivership Assets, wherever located; (c) the Receivership Entities, including
subsidiaries and partnerships; or, (d) any of the Receivership Entities’ past or present
officers, directors, managers, agents, or general or limited partners sued for, or in
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connection with, any action taken by them while acting in such capacity of any nature,
whether as plaintiff, defendant, third-party plaintiff, third-party defendant, or otherwise
(such proceedings are hereinafter referred to as “Ancillary Proceedings”).
33.

The parties to any and all Ancillary Proceedings are enjoined from commencing or

continuing any such legal proceeding, or from taking any action, in connection with any such
proceeding, including, but not limited to, the issuance or employment of process.
34.

All Ancillary Proceedings are stayed in their entirety, and all courts having any

jurisdiction thereof are enjoined from taking or permitting any action until further order of this
court. Further, as to a cause of action accrued or accruing in favor of one or more of the
Receivership Entities against a third person or party, any applicable statute of limitation is tolled
during the period in which this injunction against commencement of legal proceedings is in effect
as to that cause of action.
IX.
35.

Managing Assets

For the Receivership Estate, the Receiver shall establish one or more custodial

accounts at a federally insured bank to receive and hold all cash equivalent Receivership Assets
(the “Receivership Fund”).
36.

The Receiver’s deposit account shall be entitled “Receiver’s Account, Estate of

Christopher A. Faulkner, Breitling Energy Corporation, and Breitling Oil & Gas Corporation, et
al.” together with the name of the action.
37.

The Receiver may, without further order of this court, transfer, compromise, or

otherwise dispose of any Receivership Assets, other than real estate, in the ordinary course of
business, on terms and in the manner the Receiver deems most beneficial to the Receivership
Estate, and with due regard to the realization of the true and proper value of such Receivership
Assets.
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Subject to paragraph 39, immediately below, the Receiver is authorized to locate,

list for sale or lease, engage a broker for sale or lease, cause the sale or lease, and take all necessary
and reasonable actions to cause the sale or lease of all real property in the Receivership Estate,
either at public or private sale, on terms and in the manner the Receiver deems most beneficial to
the Receivership Estate, and with due regard to the realization of the true and proper value of such
real property.
39.

Upon further order of this court, pursuant to such procedures as may be required by

this court and additional authority such as 28 U.S.C. §§ 2001 and 2004, the Receiver is authorized
to sell, and transfer clear title to, all real property in the Receivership Estates.
40.

The Receiver is authorized to take all actions to manage, maintain, and/or wind-

down business operations of the Receivership Estate, including making legally required payments
to creditors, employees, and agents of the Receivership Estate and communicating with vendors,
investors, governmental and regulatory authorities, and others, as appropriate.
41.

The Receiver shall take all necessary steps to enable the Receivership Fund to

obtain and maintain the status of a taxable “Settlement Fund,” within the meaning of section 468B
of the Internal Revenue Code and of the regulations, when applicable, whether proposed,
temporary, or final, or pronouncements thereunder, including the filing of the elections and
statements contemplated by those provisions. The Receiver shall be designated the administrator
of the Settlement Fund, pursuant to Treas. Reg. § 1.468B-2(k)(3)(i), and shall satisfy the
administrative requirements imposed by Treas. Reg. § 1.468B-2, including but not limited to (a)
obtaining a taxpayer identification number, (b) timely filing applicable federal, state, and local tax
returns and paying taxes reported thereon, and (c) satisfying any information, reporting, or
withholding requirements imposed on distributions from the Settlement Fund. The Receiver shall
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cause the Settlement Fund to pay taxes in a manner consistent with treatment of the Settlement
Fund as a “Qualified Settlement Fund.” The Receivership Entities shall cooperate with the
Receiver in fulfilling the Settlement Funds’ obligations under Treas. Reg. § 1.468B-2.
X.
42.

Investigate and Prosecute Claims

Subject to the requirement, in Section VIII above, that leave of this court is required

to resume or commence certain litigation, the Receiver is authorized, empowered, and directed to
investigate, prosecute, defend, intervene in, or otherwise participate in, compromise, and/or adjust
actions in any state, federal, or foreign court or proceeding of any kind as may in his discretion,
and in consultation with SEC counsel, be advisable or proper to recover and/or conserve
Receivership Assets.
43.

Subject to his obligation to expend receivership funds in a reasonable and cost-

effective manner, the Receiver is authorized, empowered, and directed to investigate the manner
in which the financial and business affairs of the Receivership Entities were conducted and (after
obtaining leave of the court) to institute such actions and legal proceedings, for the benefit and on
behalf of the Receivership Estate, as the Receiver deems necessary and appropriate; the Receiver
may seek, among other legal and equitable relief, the imposition of constructive trusts,
disgorgement of profits, asset turnover, avoidance of fraudulent transfers, rescission and
restitution, collection of debts, and such other relief from the court as may be necessary to enforce
this order. Where appropriate, the Receiver should provide prior notice to SEC counsel before
commencing investigations and/or actions.
44.

The Receiver hereby holds, and is therefore empowered to waive, all privileges,

including the attorney-client privilege, held by the entity Receivership Entities. This paragraph
does not apply to any applicable rights under the Fifth Amendment to the United States
Constitution.
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The Receiver has a continuing duty to ensure that there are no conflicts of interest

between the Receiver, his Retained Personnel (as that term is defined below), and the Receivership
Estate.
XI.
46.

Bankruptcy Filing

The Receiver may seek authorization of the court to file voluntary petitions for

relief under Title 11 of the United States Code (the “Bankruptcy Code”) for the entity Receivership
Entities. If an entity Receivership Entity is placed in bankruptcy proceedings, the Receiver may
become, and may be empowered to operate each of the Receivership Estate as, a debtor in
possession. In such a situation, the Receiver shall have all of the powers and duties as provided a
debtor in possession under the Bankruptcy Code to the exclusion of any other person or entity.
Pursuant to paragraph 4 above, the Receiver is vested with management authority for the entity
Receivership Entities and may therefore file and manage a Chapter 11 petition.
47.

The provisions of Section VIII above bar any person or entity, other than the

Receiver, from placing the entity Receivership Entities in bankruptcy proceedings.
XII.
48.

Liability of Receiver

Until further order of the court, the Receiver shall not be required to post bond or

give an undertaking of any type in connection with his fiduciary obligations in this matter.
49.

The Receiver and his agents, acting within scope of such agency (“Retained

Personnel”) are entitled to rely on all outstanding rules of law and orders of this court and shall
not be liable to anyone for their own good faith compliance with any order, rule, law, judgment,
or decree. In no event shall the Receiver or Retained Personnel be liable to anyone for their good
faith compliance with their duties and responsibilities as Receiver or Retained Personnel.
50.

This court shall retain jurisdiction over any action filed against the Receiver or

Retained Personnel based upon acts or omissions committed in their representative capacities.
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In the event the Receiver decides to resign, the Receiver shall first give written

notice to the SEC’s counsel of record and the court of his intention, and the resignation shall not
be effective until the court appoints a successor. The Receiver shall then follow such instructions
as the court may provide.
XIII.
52.

Recommendations and Reports

The Receiver is authorized, empowered, and directed to develop a plan for the fair,

reasonable, and efficient recovery and liquidation of all remaining, recovered, and recoverable
Receivership Assets (the “Liquidation Plan”).
53.

Within the first day of each calendar quarter, the Receiver shall file and serve a full

report and accounting of each Receivership Estate (the “Quarterly Status Report”), reflecting (to
the best of the Receiver’s knowledge as of the period covered by the report) the existence, value,
and location of all Receivership Assets, and of the extent of liabilities, both those claimed to exist
by others and those the Receiver believes to be legal obligations of the Receivership Estate.
54.

The Quarterly Status Report shall contain the following:
A.

a summary of the operations of the Receiver;

B.

the amount of cash on hand, the amount and nature of accrued
administrative expenses, and the amount of unencumbered funds in the
estate;

C.

a schedule of all the Receiver’s receipts and disbursements (attached as
Exhibit A to the Quarterly Status Report), with one column for the quarterly
period covered and a second column for the entire duration of the
receivership;

D.

a description of all known Receivership Assets, including approximate or
actual valuations, anticipated or proposed dispositions, and reasons for
retaining assets where no disposition is intended;

E.

a description of liquidated and unliquidated claims held by the Receivership
Estate, including the need for forensic and/or investigatory resources;
approximate valuations of claims; and anticipated or proposed methods of
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enforcing such claims (including likelihood of success in: (i) reducing the
claims to judgment; and, (ii) collecting such judgments);

55.

F.

a list of all known creditors with their addresses and the amounts of their
claims;

G.

the status of Creditor Claims Proceedings, after such proceedings have been
commenced; and,

H.

the Receiver’s recommendations for a continuation or discontinuation of the
receivership and the reasons for the recommendations.

On the request of the SEC, the Receiver shall provide the SEC with any

documentation that the SEC deems necessary to meet its reporting requirements, that is mandated
by statute or Congress, or that is otherwise necessary to further the SEC’s mission.
XIV. Fees, Expenses and Accountings
56.

Subject to paragraphs 57 through 63 immediately below, the Receiver need not

obtain court approval prior to the disbursement of cash in the Receivership Fund for expenses in
the ordinary course of the administration and operation of the receivership. Further, prior court
approval is not required for payments of applicable federal, state, or local taxes.
57.

Subject to paragraph 58 immediately below, the Receiver is authorized to solicit

persons and entities to be Retained Personnel to assist him in carrying out the duties and
responsibilities described in this Order. The Receiver may engage Retained Personnel without
obtaining an order of the court authorizing such engagement.
58.

The Receiver and Retained Personnel are entitled to reasonable compensation and

expense reimbursement from the Receivership Estate as described in the “Billing Instructions for
Receivers in Civil Actions Commenced by the U.S. Securities and Exchange Commission” (the
“Billing Instructions”) agreed to by the Receiver. Such compensation shall require the prior
approval of the court.
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Within forty-five (45) days after the end of each calendar quarter, the Receiver and

Retained Personnel shall apply to the court for compensation and expense reimbursement from the
Receivership Estate (the “Quarterly Fee Applications”). At least thirty (30) days prior to filing
each Quarterly Fee Application with the court, the Receiver shall serve upon SEC counsel a
complete copy of the proposed Application, together with all exhibits and relevant billing
information in a format to be provided by SEC staff.
60.

All Quarterly Fee Applications will be interim and will be subject to cost benefit

and final reviews at the close of the receivership. At the close of the receivership, the Receiver
shall file a final fee application, describing in detail the costs and benefits associated with all
litigation and other actions pursued by the Receiver during the course of the receivership.
61.

Quarterly Fee Applications may be subject to a holdback in the amount of 20% of

the amount of fees and expenses for each application filed with the court. The total amounts held
back during the course of the receivership will be paid out at the discretion of the court as part of
the final fee application submitted at the close of the receivership.
62.

63.

Each Quarterly Fee Application shall:
A.

comply with the terms of the Billing Instructions agreed to by the Receiver;
and,

B.

contain representations (in addition to the Certification required by the
Billing Instructions) that: (i) the fees and expenses included therein were
incurred in the best interests of the Receivership Estate; and (ii) with the
exception of the Billing Instructions, the Receiver has not entered into any
agreement, written or oral, express or implied, with any person or entity
concerning the amount of compensation paid or to be paid from the
Receivership Estate, or any sharing thereof.

At the close of the Receivership, the Receiver shall submit a Final Accounting, in

a format to be provided by SEC staff, as well as the Receiver’s final application for compensation
and expense reimbursement.
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SO ORDERED.
_______________________ ___, 20____.

SIDNEY A. FITZWATER
UNITED STATES DISTRICT JUDGE
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