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No. 2009018817101
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Synergy Investment Group, LLC
[CRD No. 46035],
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Jeffrey D. Jones
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and

Thurman R. Crawford

[CRD No. 56786)

Respondents.

COMPLAINT

The Department of Enforcement alleges:
SUMMARY

1. Synergy Investment Group, Inc., through its Director of Compliance and General
Counsel Jeffrey D. Jones, failed to conduct reasonable due diligence regarding
securities issued by Medical Provider Funding Corporation VI (MP VI), a subsidiary of
Medicai Capital Holdings, Inc. (Medcap). Synergy also failed to have reasonable
written supervisory procedures regarding due diligence required for the sale of private
placements such as MP V1. Thus, Synergy and Jones violated NASD Rules 3010 and

2110 and FINRA Rule 2010.




2. In connection with his sale of MP V1 to five Synergy customers, Thurman A. Crawford,
a representative registered with Synergy, failed to disclose that there had been delayed
payments and defaults on securities previously issued by subsidiaries of Medcap. In
addition, Crawford failed to disclose those same material facts to his employer firm
Synergy. Thus, Thurman A. Crawford willfully violated Section 10(b) of the Securities
Exchange Act of 1934 and Rule 10b-5 thereunder, NASD Conduct Rules 2120 and

2110, and FINRA Rules 2020 and 2010.

3. Prior to becoming registered with Synergy, Crawford was a registered representative
with another broker-dealer and was earning approximately $700,000 in gross revenues -
per year with approximately $50 million of assets under management. He had sold
over $9 million in prior private placements issued by Medcap and sought to sell the
most recent issue of Medcap subsidiary, MP VI. Crawford wished to change broker-
dealers and contacted Synergy regarding possible employment. Approval of the sale of

MP VI by Synergy was a crucial factor influencing his decision to join Synergy.

4. Although Synergy requested due diligence information on MP VI, Synergy never
received any information other than the private placement memorandum (PPM). In an
effort to expedite the hiring of Crawford, the Chief Compliance Officer of Synergy
Jeffrey D. Jones approved the selling agreement without receiving the requested due
diligence information. Although Synergy’s written supervisory procedures regarding
the due diligence of private placements were inadequate, Jones did not follow those

procedures.

5. Crawford knew or should have known, but did not disclose to his customers or to

Synergy, that Medcap subsidiaries had failed to make timely payments on prior debt



obligations. Crawford kept this material information to himself while Synergy was in

the process of approving the MP VI agreement.

. After Jones approved the sale of MP VI, Medcap subsidiaries defaulted on other debt
obligations. In addition, third parties issued due diligence reports waming of
significant red flags regarding MP V1. Because Synergy had no procedure for ongoing
due d’iligencc, Synergy remained ignorant of these developments and approved the sale
by Crawford of $850,000 of MP VI to Synergy customers. MP VI is now in

receivership, and the customers have lost the total amount of their investments.
RESPONDENTS AND JURISDICTION

. Synergy Investment Group, LLC (“Synergy”) has been a member of FINRA since June
22,1999, Itis a full service broker-dealer headquartered in Charlotte, North Carolina.
Synergy sells securities through independent registered representatives. In 2008,
Synergy generated 9% of its revenue through the sale of privately placed securities,
including the securities of Medcap.

. Jeffrey D. Jones (“Jones”) has been registered with Synergy since May 2000 and is
currently dually registered with JBS Liberty Securities, Inc., an affiliate of Synergy.
During all periods referenced in this complaint, Jones was registered with FINRA under
Article V of the By-Laws as an Investment Banking Representative, General Securities
Principal, and General Securities Representative, which registrations remain currently
in effect. During all periods mentioned herein, Jones was the Director of Comphiance
and General Counsel for Synergy. Jones was also the principal who approved the

selling agreement for MP VL.
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9. Thurman R. Crawford (“Crawford”) entered the securities industry on October 26,

1972, as a General Securities Representative of a FINRA member firm. Crawford was
associated with member firm Securities America, Inc. from March 2004 through
August 28, 2008, On August 29, 2008, Crawford became registered with Synergy.
During all periods mentioned herein, Crawford was registered with FINRA under
Article V of the By-Laws an Investment Company and Variable Contracts Products
Principal and a General Securities Representative, which registrations remain currently

in effect.

MP VI AND MEDICAL CAPITAL HOLDINGS, INC.

Medcap was engaged in the business of factoring accounts receivables for healthcare
providers. Medcap also extended loans to healthcare providers and other enterprises.
On August 5, 2008, Medcap released a PPM for its subsidiary, MP V1, a “special
purpose corporation,” to raise capital from accredited investors in a private placement
of MP VI’s notes, which bore interest at minimum annual interest rates of 9% to 9.5%.
Before organizing MP VI, Medcap sponsored five other special purpose corporations,
known as Medical Provider Funding Corporations I through V (MP I - MP V), to raise
money from investors. In August 2008, MP II and MP IiI defaulted on payments to
investors. Through all six of its subsidiaries’ offerings, Medcap raised more than $1.7 -
billion from investors.

Medcap’s Chief Executive Officer and Director was Sidney M. Field. Prior to
becoming Director of Medcap in 1994, Field was the president and chairman of FGS
Insurance Brokers. Field was sued by California insurance regulators for civil

racketeering and had his insurance license revoked. He resigned from FGS after
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insurance regulators informed Field that the state would not license FGS if Field
remained involved. According to the allegations, FGS agents under the supervision of
Field altered accident records of questionable drivers and falsified car values and
commute mileage so that applicants could qualify for insurance. Field and his company
also misled customers into paying interest rates of 21 percent to 40 percent when they

refinanced their insurance premiums.

On July 16, 2009, the U. 8. Securities and Exchange Commission (SEC) sued Medcap,
MP VI, and an affiliated operating company known as Medical Capital Corporation
(MCC) that administered Medcap’s businesses, as well as two individuals, the chief
executive officer and the president of each of the Medcap companies. The SEC alleged
that the defendants had committed fraud in the offer and sale of MP VI securities. In
particular, the SEC alleged that the defendants had misappropriated MP VI offering |
proceeds to pay administrative fees, in contravention of MP VI's PPM, and
misrepresented in the MP VI PPM that MP VI's affiliates had never defaulted on
payment obligations or been late in making interest payments. Since then, the U.S.
District Court for the Central District of California has granted the SEC’s motion for a
temporary restraining order to halt the MP V! offering and has placed the defendant

Medcap entities in Receivership.
CRAWFORD’S SALE OF MEDCAP AT SECURITIES AMERICA

Crawford was registered with Securities America from March 2004 through August 28,
2008. During that time, he sold investments in MP [ - MP V to customers in the
approximate amount of $9,245,000, exclusive of purchases he made himself.

Crawford personally invested $2,905,000 in MP I - MP V.,
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Crawford became aware in July 2008 that Medcap planned to issue MP VI. Crawford
contacted Synergy in July 2008 to inquire about bf:cc:nnin.sc,I registered with Synergy.
Securities America had declined to offer MP VI to its customers due to an inability to
obtain required documentation from Medcap.

When Crawford approached Synergy regarding employment, he emphasized that his
ability to sell MP VI at Synergy would be a crucial factor in his decision of whether to

accept employment.

SYNERGY’S LACK OF DUE DILIGENCE

At the time Crawford approached Synergy regarding possible employment, he had in
excess of $50 million under management and was generating gross revenues of
approximately $700,000 per year.
Synergy knew that approval of the Medcap selling agreement was crucial to hiring
Crawford.
Jones was responsible for final approval of selling agreements for private placements
such as MP VL.
On August 5, 2008, Synergy received notification from Medcap that MP VI was
available for sale. Synergy tasked a non-registered insurance sales manager (“DR”)
with gathering due diligence information in accordance with Synergy’s written
supervisory procedures relating to new products.
Synergy’s written supervisory procedures regarding new products required the Product
Review Team to conduct an analysis as follows:

» Determine whether the product is beneficial for customers

¢ Determine the types of customers that are the target market
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» Conduct appropriate due diligence about features and risks of the product
¢ Determine whether written disclosures or educational information should be
provided to potential purchasers
e Determine what information should be provided to RRs and supervisors,
including any additional training
* Approve or disapprove the product for distribution
In addition, the written supervisory procedures required completion of a two-page
checklist that posed questions regarding the creditworthiness of the issuer, the existence
of underlying collateral, the creditworthiness and value of the underlying collateral, the
existence of counterparties and their credit standing, and risks of the product with
regard to return of principal and earning of investment returns. Moreover, the checklist
required attachment of financial statements.

Contemporaneously with Synergy’s attempt to complete due diligence, Craw_ford was
negotiating with Synergy for employment and omitted to disclose the late payments by
MP IIL
On August 4, DR sent Medcap an email requesting completion of Synergy’s due
diligence checklist for MP VL.

DR followed up with Medcap on August 5, inquiring whether Medcap had completed
lthe due diligence checklist and was told that the completed checklist would be provided
the foilowing day.

By August 11, DR still had not received the due diligence checklist from Medcap.

Jones emailed DR to determine whether Synergy had signed the selling agreement yet
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© with Medcap. DR fesponded that he had not received the requested due diligence from

Synergy.

DR contacted Medcap again on August 11 to request the completed due diligence

checklist, At 3:21 p.m., DR received the final draft of the PPM from Medcap for MP

V1, but did not receive the promised due diligence checklist. The email contained no

attachments other than the PPM, and Medcap indicated that it was still working on

completion of the due diligence checklist.

The registered representative in charge of hiring Crawford (ES) received the PPM from

DR with the notation that the due diligence had not been completed. ES sent an email

at 3:28 p.m. on August 11 to Jeff Jones. In the email, ES stated that Synergy needed to

get Crawford transitioned over “asap” and asked Jones whether Synergy could proceed

with signing the selling agreement or needed to receive the completed due diligence

checklist first. ES stated he would send Jones the final PPM immediately and

concluded the email with the exclamation “Help!!”

The PPM made a false representation under the heading “Summary of Private

Placement Memorandum”™ and the subheading “Our Affiliates™ as follows:
While Medical Provider Funding Corporation VI is a new business with no
operating history, we do have several experienced affiliates that have completed
offerings of debt securities backed by accounts receivable. Our affiliates have,
since 1994, financed accounts receivable having an aggregate face amount of over
$5 billion. Qur affiliates have never defaulted in the payment of their
obligations on those debt securities, and all payments on those securities were
made when due.

(Emphasis added.}) Crawford had received a copy of the PPM.

During these employment negotiations, Crawford knew or should have known of late

payments by MP III, and thus knew or should have known that the statements in the
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PPM were false. Crawford, however, omitted to disclose the iate payments by MP ITI
to Synergy.
Within 34 minutes of receiving the final PPM, Jones signed the selling agreement for
MP VL |
Jones reviewed only the PPM. He did not have nor did he review a due diligence
checklist, company financials, or third-party reports before signing the selling
agreement for MP VI. Jones did not take any steps to confirm the statement in the PPM
that the z;fﬁliates of MP VI had never delayed payments on their debt obligations.
More than a week later, DR followed up with Medcap to determine whether Medcap
had completed the due diligence checklist.
Medcap never supplied the materials requested by DR.
The review required by the written supervisory procedures for new products never took
place.
The due diligence checklist required by the procedures was never completed by
Synergy.

CRAWFORD DOES NOT DISCLOSE MEDCAP’S LATE PAYMENTS
During the period while Synergy was attempting to gather information regarding MP
VI and negotiating the hiring of Crawford, Medcap delayed payments on prior issues.
By July 30, 2008, MP 111 had failed to make scheduled payments of principal to its note
holders. Crawford owned two unmatured notes in MP 111, one in the amount of
$150,000 and a second note in the amount of $200,000. As an investor in MP Iil,

Crawford knew or should have known of the missed payments.
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On August 4, 2008, MP I failed to make scheduled payments of principal to its note
holders.

On August 5, 2008, Medcap issuéd a letter to its selling broker dealers (including
Securities America) informing them that Medcap was experiencing temporary liquidity
issues with some of its clients. It stated that it had not repaid scheduled principal to
some clients, but.that it expected the situation to be temporary and not exceed 30 days.
Securities America notified Crawford of the receipt of the August 5 letter from Medcap
and asked whether he would like the letter forwarded to his customers who had
invested in Medcap. Crawford declined, stating that he would rather speak with the
customers. Crawford did not initiate any discussions with the customers regarding the
late payments, and there is no documentation indicating that he informed the customers
of the late payments.

As of August 5, 2008, Synergy had not signed a selling agreement with Medcap and did
not receive the letter. Although Crawford knew that Synergy was in the process of
approving MP VI as a new product, he did not notify anyone at Synergy about
Medcap’s delays in payment. In fact, he later explained that he relied upon Synergy to
independently discover the late payments during its due diligence process.

Although Crawford had invested in MP I, MP 111, MP IV, and MP V, he chose not to
invest any funds in MP V1.

MP II's PPM identified circumstances that constituted “events of default.” The first
such “event of default” identified in MP II's PPM was its “failure to pay interest or
principal on any note for a period of 15 days after it becomes due and payable.”

Consequently, MP I defaulted on its payment obligations on August 19, 2008, which

10
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was 15 days after it failed to make a payment of principal to note holders that was due
on August 4, 2008,

On August 29, 2008, Crawford became registered with Synergy. On the same day,
Medcap was officially in default on MP III. MP 1II's PPM provided that its failure to
pay interest or principal on any note for a period of 30 days after payment became due
and payable was an “event of default.” Therefore, MP III defaulted on or about August
29, 2008, which was 30 days after it failed to make payments to note holders that were
due on ot about July 30, 2008.

Crawford knew or should have known of the default by MP IIl, because he held

unmatured MP U1 notes.

THROUGH CRAWFORD, SYNERGY SELLS MP VI AND FAILS TO CONDUCT ONGOING
DUE DILIGENCE

Despite Synergy’s failure to conduct any meaningful due diligence, Synergy, acting
through Crawford, sold $850,000 in MP VI notes to five customers from September 26,
2008, through January 29, 2009.
After DR’s email of August 26, 2008, to Medcap, Synergy initiated no further efforts to
obtain information regarding Medcap.
On September 26, 2008, Synergy acting through Crawford, made two sales of MP Vito
Customers RR and RR (husband and wife) in the total amount of $350,000. These
customers had previously purchased MP I notes which matured in June 2006. Because
MP 1 performed as promised, the customers were receptive to investing in MP VL

Crawford emphasized to the customers that MP VI had an even higher interest rate than

H
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MP [ and reminded them of the reliability of the payrﬁents they had received on MP 1.
Crawford, however, failed to disclose his knowledge that both MP I and MP IIIrhad
defaulted.

On October 3, 2008, Medcap issued a third party due diligence report for MP V1
created by Buttonwood Investment Services, LLC. The report indicated that MPFC II
and III were up to 35 days late on their payments for August and September 2008. The
teport attributed the late payments to client re-financings that did not occur as
sahedﬁled. The report noted several other concetns, including among other things, the
fact that fees to the administrator of MP VI equaled the amount maintained in the Trust
Account, resulting in a situation where the collateral coverage ratio was no longer
100%. Furthermore, no reports had been made by Medcap to the SEC, there were a
lack of controls on the lockbox associated with the offering, and proceeds from MP VI
could be used to pay sales commissions on other notes issued later in the offering.

DR received the report via email from Medcap, but did not forward the report to
anyone within Synergy. No one at Synergy read or analyzed the information in the
report.

On the same day that the report was sent to DR, Synergy, acting through Crawford,
made two sales of MP VI notes to Customer DB in the total amount of $200,000.
Crawford contacted DB to inform her that two of her purchases of prior Medcap notes
were maturing and encouraged her to reinvest those funds in MP V1. Although
Crawford emphasized the interest rate offered by MP VI, he failed to disclose his

knowledge that both MP Il and MP HII had defaulted.

12
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On October 11, 2008, Crawford received an email from Medcap informing him of
additional delays in interest and principal payments on MP Il and MP [i1 offering.
Crawiord did not forward the email to anyone within Synergy and did not inform
anyone at Synergy of the payment delays. Crawford stated that he relied upon Synergy
to conduct its own due diligence in approving his sales of MP V1.

On November 18, 2008, Synergy, acting through Crawford, sold $100,000 of MP VI to
husband and wife JH and JH. These customers had personally experienced a delay in
interest payments on an MP 111 note held by" them and called Crawford to discuss the
delay. Rather than disclose the full extent of the MP Il and MP 111 defaults, Crawford
reassured the customers that MP III was “just a little behind on receipts.” He
characterized the delay as a “speed bump,” stating that once MP III’s receivables were
paid, MP IH would resume its payments. The customers also owned MP V notes which
had been performing as promised. Crawford encouraged JH and JH to reinvest the
proceeds from their other Medcap notes into MP VI, stating that MP VI was “selid

gold.”

On December 2, 2008, Medcap issued an updated due diligence report on MP VI
created by Buttonwood. The report stated that $41 million in MP II notes had matured,
but were unpaid; $24.7 million in MP III notes had matured, but were unpaid; and
$12.2 million in MP II-III had matured, but were unpaid. The report further stated that
Medcap was actively seeking alternative financing sources, formulating new wind
down procedures, and considering the use of a sinking fund in future offerings. The

warnings were highlighted in red on the updated report.

13
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Again, DR stated that he received the report but did not forward it to anyone at
Synergy. No one at Synergy read or analyzed the information in the report.

On December 4, 2008, Synergy, acting through Crawford, sold $100,000 of MP VIto
Customer KF. Crawford failed to disclose to KF rthe delayed payments and defaults by
MP II and MP III.

On January 29, 2009, Synergy, acting through Crawford, sold $100,000 of MP VI to
Customer WR. WR had been Crawford’s customer since 2006. WR called Crawford
in early 2009 to discuss investments that would provide income and safety. Crawford
presented him with MP VL, stating that it was safe and would return a guaranteed 9%
interest per annum. Crawford did not discuss any risks and failed to disclose that MP 11
and MP III had defaulted.

Because Synergy failed to complete its initial due diligence and performed no ongoing
due diligence, the firm failed to detect any of the late payments or defaults. Synergy
did not learn of the Medcap defaults until receiving an email in April 2009 from a third
party due diligence provider Mick and Associates.

Crawford knew or should have known of the MP III defaults, but did not disclose the
defaults to anyone at Synergy, and further, declined to personally invest in MP VI,

The late payments and defaults in MP II and MP III were significant, because these
special purpose corporations and MP VI were subsidiaries of the same parent, Medcap.
Each, according to their respective PPM’s, could receive loans from the parent to fund
principal and interest payments. Loans by Medcap to MP Il and MP III were likely to
affect the financial health of Medcap and decrease the assets available to cover the

obligations of MP VI. Furthermore, MP 11, MP III, and MP IV had virtually identical

14
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business plans, investment strategics, and management. For these reasons, defaults in
earlier offerings increased the probability of defaults in later offerings.

For each of the sales made to the five customers detailed in the paragraphs above,
Synergy and Crawford sent to the customers the MP VI PPM, stating that no affiliates
of MP VI had delayed inte;'est payments or defaulted. Crawford knew or should have
known this statement was false and Synergy should have known that the statement was
false. However, neither Crawford nor Synergy took any steps to correct the
misrepresentation. Furthermore, Crawford initiated no post-sale conversations with
customers to inform them of the defaults and late payments.

As more fully described in paragraph 13 above, the SEC has sued MP VI for fraud, the
U.S. District Court for the Central District of California has granted the SEC’s motion
for a temporary restraining order to halt the MP VI offering, and the Medcap entities
have been placed in receivership. As a result, Synergy’s customers have lost the entire
amount of their principal invested in MP VI, a total of $850,000.

Synergy earned sales concessions from Medcap on the sale of the MP VI private

" placements of approximately $38,250.

Crawford earned net commissions of approximately $26,252.50 on the five sales he

made of MP V1.

FIRST CAUSE OF ACTION
Supervisory Violations (Synergy and Jones)
NASD Conduct Rules 3010 and 2110 and FINRA Rule 2010

The Department realleges and incorporates by reference paragraphs 1 through 67

above,

15
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From on or about August 11, 2008 to on or about April 1, 2009, Synergy’s written
supervisory procedures regarding due diligence for private placements such as MP VI

were inadequate.

Synergy created written supervisory procedures for the due diligence of new offerings
and new products, including private placements. The written supervisory procedures
identified a New Product/Senior Team made up of the General Counsel, Compliance
and the Chief Financial Officer. The New Product/Senior Team was responsible for
approving new offerings. The written supervisory procedures limited Synergy’s review

of a new product to information provided by the issuer.

The written supervisory procedures relating to due diligence of new pfoducts_ were
inadequate because the procedures did not require Synergy to obtain information from
sources other than the issuer; the procedures failed to ensure that a reasonable inquiry
of the issuer and its management team was conducted; and the procedures did not

ensure that the offerings would be properly supervised after approved for sale.

Consequently, Synergy failed to establish written supervisory procedures reasonably

designed to prevent fraud and unsuitable recommendations in the sale of private

placements.

Although the written supervisory procedures were inadequate, Synergy and Jones did
not even follow the procedures that did exist. The procedures for approval of 2 new
product required that a checklist be completed and that the approved checklist be
retained in the new product file. The new product review also required that the firm
determine if the product was beneficial to customers, which customers would be

targeted, documentation of the features and risks of the new product, determination of

16
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~ whether written disclosures or educational information should be provided to potential

customers. The procedures required that all of these steps be completed prior to the
offering of the new product to customers. Documentation of the analysis was to be

kept in the due diligence file.

Jones signed the selling agreement for MP V1. Synergy, through Jones, failed to follow
the written procedures with regards to the approval of MP VL. In an effort to expedite
the hiring of Crawford, Jones approved the selling agreement 34 minutes after reading
the PPM. He approved the selling agreement, despite the fact that Medcap had not
provided the requested due diligence checklist. Neither Jones nor anyone else at
Synergy conducted the new product analysis required by the written supervisory

procedures.

If Synergy had established, implemented, and enforced reasonable supervisory
procedures for due diligence on private placements, Synergy would have discovered in
August 2008 that Medcap had missed payments on other offerings and that the State of
California had charged Medcap’s chief executive officer with fraud and barred him
from the insurance industry. Reasonable due diligence after approval of the selling
agreement would have apprised Synergy of defaults on other Medcap offerings and the

significant red flags contained in the Buttonwood reports.

By failing to establish, maintain, and enforce a supervisory system and written
supervisory procedures that were reasonably designed to achieve compliance with all
applicable regulatory requirements with respect to the MP VI private placements,
Synergy and Jones violated NASD Conduct Rules and FINRA Rules related to

supervision and ethical conduct,

17
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The conduct described in paragraphs 69 through 76 constitutes violations of NASD
Conduct Rules 3010 and 2110, during the period August 11, 2008, through December
14,2008, and of NASD Conduct Rule 3010 and FINRA Rule 2010 during the period

from December 15, 2008, through April 1, 2009, by Synergy and Jones.

SECOND CAUSE OF ACTION
Material Misrepresentations and Omissions (Crawford)
Section 10(b) of the Exchange Act, SEC Rule 10b-5,
NASD Conduct Rules 2120 and 2110 and FINRA Rules 2020 and 2010

The Department realleges and incorporates by reference paragraphs 1 through 77

above.

In order to obtain approval by Synergy for his intended sales of MP V1, Crawiord
omitted material facts during the employment negotiations regarding late payments and
defaults by Medcap subsidiaries. Likewise, Crawford failed to disclose the same

material facts to customers in order to continue his sales of Medcap investments.

Crawford knew or should have known that Synergy had requested the PPM for MP VI
in order to determine whether to approve Crawford’s employment by Synergy and
Crawford’s sale of MP VI. Crawford knew or should have known that the PPM for MP
VI made the misrepresentation that the affiliates of MP VI had never mssed a payment

on their debt obligations.

Crawford received notice of late payments by Medcap entities prior to Synergy’s
approval of MP VI, but did not disclose these late payments to Synergy. As an investor

in MP III, Crawford knew or should have known of the MP II1 defaults.

18
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Following approval by Synergy of the sale of MP VI, Crawford also received notice of

the defaults by Medcap entities.

In a continuing course of deception, from on or about September 26, 2008 through on
or about January 29, 2009, Crawford made misrepresentations and/or omissions of
material fact in connection with the sale of MP V1 to customers RR and RR, DB, JH

and JH, KF, and WR.

For each sale of MP VI, Crawford knew that customers were receiving a copy of the
PPM for MP VI. Crawford knew that the PPM falsely stated that none of the other
Medcap companies had delayed interest payments or defaulted. Despite the materiality
of this information, Crawford took no steps to correct the misinformation with his

customers.

Not only did Crawford omit to disclose the payment history of the Medcap entities
from Synergy and his customers who purchased MP VI, but Crawford also failed to

inform prior Medcap purchasers of the defaults.

Crawford had also sold issues of MP I through MP V to numerous customers while
registered with Securities America. Crawford declined Securities America’s offer to
inform the customers of the late payments by Medcap, stating that he would discuss the
matter with the customers personally. However, Crawford never initiated any
conversations with prior investors regarding the delayed payments and defaults. Any
conversations that he did have with investors occurred when investors called with
concerns and resulted in Crawford providing misleading information to the investors

and false reassurances regarding the investment.
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87.  In connection with the purchase or sale of MP VI, Crawford, intentionally or recklessly,
by the use of means of interstate commerce or of the mails, (a) employed devices,
schemes, or artifices to defraud; (b) made untrue statements of material fact or omitted
to state material facts necessary in order to make the statements made, in light of the
circumstances under which they were made, not misleading; or (c) engaged in acts,
practices or courses of business which operated or would operate as a fraud or deceit

upon any person.

88.  The conduct described in paragraphs 79 through 87 constitutes willful violations of
Section 10(b) of the Exchange Act, SEC Rule 10b-5, NASD Conduct Rules 2120 and
2110, and FINRA Rules 2020 and 2010 by Crawford. The conduct described in
paragraphs 79 through 87 constitutes a violation of NASD Conduct Rules 2120 and
2110, during the period August 5, 2008, through December 14, 2008 and of FINRA
Rules 2020 and 2010 during the period December 15, 2008, through April 1, 2009, by

Crawford.

89.  The conduct described in paragraphs 79 through 88 constitutes willful violations of
Section 10(b) of the Exchange Act, SEC Rule 10b-5, NASD Conduct Rules 2120 and

2110, and FINRA Rules 2020 and 2010 by Crawford.
RELIEF REQUESTED

WHEREFORE, the Department respectfully requests that the Panel:

A. order that one or more of the sanctions provided under FINRA Rule 8310(a),
including monetary sanctions, be imposed against Respondents and that
Respondents be required to disgorge fully any and al! ill-gotten gains and/or

make full and complete restitution, together with interest.

20




B. order that the Respondents bear such costs of proceeding as are deemed fair and

appropriate under the circumstances in accordance with FINRA Rule 8330.

C. Make specific findings that Respondent Crawford willfully violated Section 10(b)

of the Exchange Act.

FINRA DEPARTMENT OF ENFORCEMENT

Date:  Apnl 5. 2011

faurat eigh Blackstdn, $nior Regional Counsel
Andrew A, Favret, Regional Chief Counsel and
Associate Vice President

FINRA Department of Enforcement

1100 Poydras Street

Energy Centre, Suite 850

New Orleans, LA 70163

Phone: (504) 522-6527 Fax: (504) 522-4077
Email: laura.blackston@finra.org
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