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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, 
BREITLING ENERGY CORPORATION, 
JEREMY WAGERS, 
JUDSON F. (“RICK”) HOOVER, 
PARKER R. HALLAM, 
JOSEPH SIMO, 
DUSTIN MICHAEL MILLER RODRIGUEZ, 
BETH C. HANDKINS, 
GILBERT STEEDLEY, 
BREITLING OIL & GAS CORPORATION, 
CRUDE ENERGY, LLC, and 
PATRIOT ENERGY, INC. 
 
    Defendants, 
 
and 
 
TAMRA M. FREEDMAN and 
JETMIR AHMEDI, 
 
    Relief Defendants. 
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Case No. 3:16-cv-01735-D 
 
 
 
 
 

 
DEFENDANTS PARKER R. HALLAM’S AND CRUDE ENERGY, LLC’S OPPOSITION 

TO RECEIVER’S MOTION TO EXPAND RECEIVERSHIP ESTATE 
AS TO CRUDE ENERGY, LLC, AND BRIEF IN SUPPORT 

 
 Defendants Parker R. Hallam (“Hallam”) and Crude Energy, LLC (“Crude”), by and 

through their undersigned counsel of record, submit this response to Receiver’s Motion to Expand 

Receivership Estate (“Motion”) (Docket (“Doc.”) 281) to include Crude, opposing the Motion as 

having no legal or factual basis as to Crude, and respectfully state as follows: 
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BACKGROUND 

Cessation of Crude Operations 

1. Hallam was, and remains, the president of Crude, which has been dormant and 

penniless for over three years.  The company ceased business operations abruptly in March 2015, 

when Hallam was locked out of the Crude offices by Defendant Faulkner—and others acting under 

his direction—at a time when Hallam was out of town over a weekend.  Faulkner took control of 

Crude’s business and excluded Hallam from Crude’s office and operations.  Faulkner directed that 

Crude’s phone system be forwarded to the offices of Breitling Energy Corporation (“BEC”), 

ordered the Crude website be taken down, and unilaterally moved most of Crude’s employees to 

a new entity Faulkner incorporated, Defendant Patriot Energy, Inc. (“Patriot”), with Defendant 

Miller. (Appendix (“App.”) 1-2) 

2. Without Hallam’s permission and without respecting any corporate formalities, all 

of Crude’s oil well projects (“Well Projects”) were suddenly taken over by Patriot and 

administered by BEC.  Shut out of Crude’s offices and without access to records or employees, 

Hallam could no longer operate Crude’s Well Projects or meet Crude’s obligations to the investors 

in the Well Projects. (App. 1) Crude’s only remaining assets—funds left in certain Crude bank 

accounts—were placed in escrow with The Ashmore Law Firm and Dallas attorney Gary Ashmore 

for appropriate legal disposition pursuant to an escrow agreement effective on April 28, 2015.  

(App. 1-8)  As of that escrow distribution in April of 2015, Crude has had no assets and no 

business operations. 

Initiation of SEC Lawsuit on June 24, 2016  

 More than a year after Crude’s operations ceased and its Well Projects were taken over by 

Defendants Faulkner, BEC and Patriot, the SEC initiated this lawsuit. (Doc. 1)  Hallam, on behalf 
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of himself and Crude, turned over the business records in his possession to the SEC and confirmed 

that Crude had no continuing operations and no remaining assets.  The surrender of Crude’s 

remaining funds to the escrow agent in April 2015 and the assurances given to the SEC were made, 

in part, to avoid the appointment of a receiver over Crude or Hallam. (App. 9-10)1 

Appointment of Receiver on August 10, 2017 

Over a year later, on August 10, 2017, upon motion of Plaintiff Securities and Exchange 

Commission (“SEC”), this Court entered its Order appointing Thomas L. Taylor III as temporary 

receiver (the “Receiver”) with respect to the oil and gas related assets of Defendants Christopher 

A. Faulkner (“Faulkner”), Breitling Oil & Gas Corporation (“BOG”), and BEC (collectively the 

“Receivership Defendants”). (Doc. 108.)  Subsequently, on September 25, 2017, this Court issued 

a more comprehensive Receivership Order pertaining to the same Receivership Defendants.  (Doc. 

142.)  

Shortly after the Receiver was appointed, counsel for Crude and Hallam conferred with the 

Receiver, volunteered Hallam’s and Crude’s full cooperation with the Receivership, expressly 

informed the Receiver that Crude had no operations or assets, that Crude’s Well Projects had 

been taken over by BEC and Patriot, and offered to voluntarily provide documents—copies of 

records already turned over to the SEC—requested by the Receiver.2 (App. 1)  Hallam later 

appeared voluntarily at a meeting with the Receiver’s counsel and provided testimony during the 

contempt hearing on December 14, 2017.  Hallam and Crude have also cooperated fully with 

numerous requests for information and documents made by SEC counsel and government 

                                                             
1 Both Crude and Hallam consented to an injunction on a neither-admit-nor-deny basis on April 11, 2017, 
thereby resolving the SEC’s claims of alleged violations.  The consents did not resolve the SEC’s claims 
for monetary relief and a conduct-based injunction, which claims are pending. (Docs. 92, 93, 94) 
 
2 The Receiver has made no request for documents of Hallam since he testified at the Receiver’s request 
during the December 14, 2017, contempt hearing. 
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investigators—both before and after this lawsuit was filed—and Crude voluntarily waived its 

attorney-client privilege as to BEC’s in-house counsel, Defendant Jeremy Wagers.  Both Hallam 

and Crude have sought to remove any factual basis for imposing a receivership over them. (App. 

10-11) 

ARGUMENT AND AUTHORITIES 

The Receiver now seeks to expand the Receivership Estate to add numerous entities, 

including Defendant Crude.  Under Fifth Circuit case law, the Receiver’s motion as to Crude must 

be denied, the Receiver having failed to assert any factual basis as to Crude to justify the requested 

relief.  The lack of any assets in the custody or control of Crude is alone fatal to the motion. 

Applicable Law 

Receivership is “an extraordinary remedy that should be employed with the utmost 

caution” and is justified only where there is a clear necessity to protect a party’s interest in 

property, legal and less drastic equitable remedies are inadequate, and the benefits 

of receivership outweigh the burdens on the affected parties.  Netsphere, Inc. v. Baron, 703 F.3d 

296, 305 (5th Cir. 2012);  see 12 Charles Alan Wright & Arthur R. Miller, FEDERAL PRACTICE 

AND PROCEDURE § 2983 (3d ed. 2012).   

The Fifth Circuit has long held that “[u]nder Federal Rule of Civil Procedure 66, a motion 

to appoint a receiver may be brought “by anyone showing an interest in certain property ... to 

justify conservation of the property.”  Santibanez v. Wier McMahon & Co., 105 F.3d 234, 241 (5th 

Cir. 1997) (emphasis supplied), and that, correspondingly, “a district court has the authority to 

place into receivership assets in litigation to preserve and protect the property pending its final 

disposition.”  Netsphere, 703 F.3d at 305 (emphasis supplied), quoting Gordon v Washington, 295 

U.S. 30, 35 (1935);  2013 Travis Oak Creek GP, LLC v. PNC Bank, N.A., No. 1:17-CV-560-RP, 
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2017 WL 8774231, at *6 (W.D. Tex. June 19, 2017).  As underscored even by the Receiver’s cited 

cases, the primary purposes of the Receivership are (1) to preserve the assets of the entities subject 

to the Receivership Order and (2) prevent diversion and waste of the allegedly defrauded funds.  

See S.E.C. v. Elmas Trading Corp., 620 F. Supp. 231, 234 (D. Nev. 1985), aff'd, 805 F.2d 1039 

(9th Cir. 1986); see also S.E.C. v. Current Fin. Services, Inc., 783 F. Supp. 1441, 1443–44 (D.D.C. 

1992); S.E.C. v. First Fin. Grp. of Tex., 645 F.2d 429, 438 (5th Cir. 1981).3   

As to Crude, the Motion Fails under the Fifth Circuit’s Three Part Test  

As the Fifth Circuit articulated the controlling standard in Netsphere, a receivership may 

only be imposed upon an entity where all three of these elements are met: 

(1)  there is a clear necessity to protect a party's interest in property,  

(2) legal and less drastic equitable remedies are inadequate, and  

(3) the benefits of receivership outweigh the burdens on the affected parties.   

Netsphere, 703 F.3d at 305.  The Receiver’s motion to expand his authority to Crude does not meet 

any of these elements, must less all three. 

1. Clear Necessity to Protect the Receiver’s Interest in Property 

Crude does not own, control, manage, or possess any assets, and has had no business 

operations for three (3) years.  There are no assets within the possession, custody or control of 

Crude to protect, and subjecting Crude to the Receivership Order therefore cannot prevent or 

mitigate the diversion or waste of any assets.4 

 

                                                             
3   The current Receivership Order covers “all assets—in any form or of any kind whatsoever—owned, 
controlled, managed, or possessed” by the Receivership Defendants. (Doc. 142).   
4  The Receiver uses “group pleading” with respect to the Related Entities and alleges that Faulkner and his 
co-defendants “redistributed either BOG’s or BECC’s investors’ assets” and “comingled” and “intertwined 
business operations,” Doc. 281, at 10, but does not allege that Crude is in possession of any assets.   
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2. Legal and Less Drastic Equitable Remedies are Inadequate 

The Receiver has articulated no basis for the imposition of the most drastic equitable 

remedy without resort to other, less draconian measures, and has not attempted to allege why other 

actions (such as the pre-existing agreement by Crude to provide unqualified and unrestricted access 

to the records already supplied to the SEC, or the issuance of a simple subpoena duces tecum to 

Crude) are inadequate to accomplish the Receiver’s objectives.   

The Receiver asserts generally that Crude was allegedly used years ago as a tool of the 

Receivership Entities (albeit unwittingly) to perpetuate fraud, Doc. 281 at 7-9.  But there are no 

facts alleged against Crude that occurred within the past three (3) years, and the Receiver does not 

allege any facts that would justify an urgency to now cast Crude under the Receivership umbrella: 

(1) unlike the other entities that are subject of this Motion, there are no allegations of diversion 

and waste with regard to Crude, see Doc. 281, at 9-17; (2) there are no allegations of spoliation of 

assets with regard to Crude; and (3) there are no allegations that Crude is unwilling to cooperate 

with the Receiver or the SEC pertaining to the litigation.   

As counsel have long since informed the Receiver, Crude and Hallam remain willing to 

provide documents within their possession, custody or control to assist the Receiver in tracing 

assets.  That agreement is more than adequate to accomplish the Receivership’s legitimate 

purposes.  Moreover, the “legal and less drastic remed[y]” of issuing a subpoena for Crude’s 

records has been available to the Receiver for two years, and obviously remains so now. 

3. The Benefits of Receivership Outweigh the Burdens on the Affected Parties 

The “benefits” of imposing a receivership on the defunct and penniless Crude appear 

nonexistent, and in any event are not plead in the Receiver’s Motion.  In contrast, subjecting Crude 
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to the administration of the Receivership Estate will certainly increase Hallam’s already enormous 

legal fees—which Hallam is having to bear alone—by increasing substantially his counsels’ need 

to engage with and participate more actively in this litigation.  As the Court is aware, Hallam is 

the individual defendant who was effectively denied any distribution from the XL Specialty D&O 

insurance policy despite XL’s coverage determination, and had incurred some $654,375.00 in 

defense costs as of late last year.  See Doc. 234 at 6; Order, Doc. 278.  This crushing financial 

burden on an “affected party” simply cannot be justified by the Receiver’s mere desire for copies 

of records which have already been offered to the Receiver—and supplied to the SEC—by 

agreement, an offer that the Receiver has yet to accept.  

 The Receiver has not met a single element of the Fifth Circuit’s test for the imposition of 

a receivership on Crude, having advanced no legal or factual basis to trigger the Court’s authority 

under Rule 66.  Balancing the equities and applying the Netsphere standard, expanding the 

Receivership to include Crude will not benefit the Receiver or Receivership Estate at all, but will 

harm Hallam substantially, and all with no corporate assets to preserve.  For the foregoing reasons, 

this Court has no basis for imposing this most drastic remedy and must deny the Receiver’s Motion 

by declining to add Crude to the Receivership Estate. 

CONCLUSION 

 Defendants Crude and Hallam respectfully request that the Court deny the Motion as it 

pertains to Defendant Crude, and grant Crude such other and further relief, at law or in equity, to 

which it may be justly entitled. 

 

DATED this 23rd day of July, 2018. 
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     Respectfully Submitted, 

 
      By:   /s/Karen Cook    

Karen Cook, Esq. 
Texas State Bar No. 12696860 
Karen Cook, PLLC 
E-mail: karen@karencooklaw.com 
Phone: 214.593.6429 
Fax: 214.593.6410 
1717 McKinney Avenue, Suite 700 
Dallas, Texas  75202 

 
& 
 
S. Michael McColloch, Esq. 
Texas State Bar No. 13431950 
S. Michael McColloch, PLLC 
E-mail: smm@mccolloch-law.com 
Phone: 214-593-6415 
Fax: 214-593-6410 
1717 McKinney Avenue, Suite 700 
Dallas, Texas 75202 
 
ATTORNEYS FOR DEFENDANTS 
CRUDE ENERGY, LLC &  
PARKER R. HALLUM 
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CERTIFICATE OF SERVICE 

 I hereby certify that on the 23rd day of July 2018, a copy of the foregoing Opposition to 

Receiver’s Motion to Expand Receivership Estate and Brief in Support was electronically filed 

with the Clerk of Court for the United States District Court for the Northern District of Texas and 

served upon all parties of record via CM/ECF.  

 

  /s/Karen Cook    
Karen L. Cook 

 

  

                                                                                         
 Case 3:16-cv-01735-D   Document 292   Filed 07/23/18    Page 9 of 9   PageID 8796


