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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF LOUISIANA

SECURITIES AND EXCHANGE CIVIL ACTION NO. 15-2451
COMMISSION

SECTION: ‘(1)
VERSUS

JUDGECARL J. BARBIER
RONALD L. BLACKBURN ET AL.
MAGISTRATE JUDGE

JANIS VAN MEERVELD
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ORDER AND REASONS

Before the Court is the Motion to Compel Discovery filed by defendants Ronald L.
Blackburn, Andrew V. Reid, Bruce A. Gwyn, and Michael A. Mulshine (collectively, the
“Blackburn Defendants”). (Rec. Doc. 164). For the following reasons, the MotidBNSED.

Background

The Securities and Exchange Commission (“SH{@Y this private enforcement action
on December 15, 2014, against Blackburn, Reid, Gwyn, Mulshine, Lee C. Schlesinget,iSamue
Whitley, and Treaty Energy Corporation (“Treasfid with Blackburn, Reid, Gwyn, Mulshine,
Schlesinger and Whitley, the “Defendantalleging theDefendants violated the Securities A€t
1933 and the Securities and Exchange Act of 1934. (Rec. Dod.he District Judge granted
Schlesnger’'s Partial Motion to Dismisi part, finding the Complaint failed to meet the pleading
requirements, and allowed the SEC to amend (Rec. Doc. 91). The SEC did so on October 1, 2015
(Rec. Doc. 9). On January 4, 2016¢ District Judge denied Schlesingeristion to dismiss the
Amended Complaint, finding that the SEC had sufficiently pleaded its claims talgamgRec.

Doc. 121, at 36). The other Defendants did not challenge the sufficiency of the SEC’s Amended
Complaint. The Blackburn Defendantfiled their answers to the Amended Complaint into the

record on April 11, 2016.
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As Judge Barbier explained in ruling on Schlesinger's motion to dismiss the Amended
Complaint

The SEC alleges a widespread scheme by tiiwidual Defendants to defraud
investors and violate the antifraud, registration, and reporting provisions of the
federal securities laws with respect to Defendant Treaty En€xgyoration
(“Treaty”), a publicly traded oil and gas company. According to the SEC,
Defendants Ronald Blackburn, Andrew Reid, Bruce Gwyn, Michael Mulshine, Lee
Schlesinger, and Samuel Whitley carried out this scheme between 2009 and 2013
by (1) concealinghat Blackburn, a convicted felon, controlled Treatgl@a$acto
officer and director; (2) engaging in a false promotional campaign intended to
artificially inflate Treaty’s stock price, including issuing a January 2012spre
release falsely claiming a fjoa oil strike in Belize; (3) perpetuating a fraudulent
trading scheme involving the issuance and transfer of restricted and iate@str
Treaty stock through which Defendants raised millions of dollars selling Wrtual
worthless stock to unwitting investors; and (4) conducting an illegal and
unregistered offering of oil and gas working interests. The SEC allegesstlaat
result of their misconduct, Defendants reaped illicit profits of over $4.9 million.

Id. at 1-2.

The trial in this matter was originally scheduled to occur in October 2016, but @e SE
sought to amend the scheduling order in June 2016. (Rec. Det).1P8ey noted thaddlackburn
Defendantdad not fied their answers until April 11, 2016, and thepsutted that “substantial
discovery remains to be taken” arfdubstantial document production remains from the
Defendants.'ld. at 23. The District Judge granted the SEC’s motion, the trial was reset to May
1, 2017, and the parties were ordered to complete discovery by March 6, 2017. (Rec. Doc. 143).

On February 7, 2017, the SEC filed its witness and exhibit lists into the record in
accordance with the scheduling order. (Rec. Docs. 150, 151). DefeBdatdgsinger anw/hitley
filed their witness and exit lists on the same day (Rec. Docs. 148, 149, 152, 153), but the

Blackburn Defendants have not filed witness or exhibits lists.



Discovery Issue

On February 21, 2017, less than two weeks prior to the discovery deadliB&dkieurn
Defendantdiled a Motion to Compel Discovery/(Rec. Doc. 164)lt appears thahe Blackburn
Defendantdirst received the SEC’s responses to their discovery reqestsufficiency of which
they now contesin July 2016 (Rec. Doc. 16&, at 14).t is unclear whyhey failed to resolve
issues regarding the sufficiency of the SEC’s responses at an earlierThm&Ilackburn
Defendantsmotion primarily complained that the SEC had unfairly failed to answer more than 25
interrogatories(Rec. Doc. 1641). Indeed, theonly objection to the content of the answers they
did receive was to note they wei@afuriating!!!” 1d. at 4n.3(emphasis in original).

This Court conducted a telephone status conference on February 23, 2017, at which time
counsel for Blackburn Defend@acknowledged that Federal Rule of Civil Procedure 33 limits
each Defendant to serving the plaintiff with 25 interrogatories, includingetisgubparts.
Counsel further acknowledged that he could have filed a motion requesting the Court order the
SEC b respond to more than 25 interrogatories per Defendant, but he failed to do so because he
was waiting to see what happened with the chgealso admitted that he now wanted more
detailed responses to ensure he was prepared for the SEC’s motion for sundgraignt, as he
feared he was not prepared to rebut their assertions. Counsel for Blackburn Defemdangsied
that the SEC’s responses to the first 25 interrogatories were deficienegnested that he be
provided an opportunity to brief this argant in more detailOver the SEC’s strenuous objection
to any additional briefing, the Court ordered tiBdhckburn Defendant§ile a supplemental
memorandum of no more théime pages, “elaborate[ing] on the alleged deficiencies in plaintiff's

responsesot the first twentyfive interrogatories served by each defendafRec. Doc. 165).

1 The Motion was marked deficient and was refiled byBleekburn Defendantsn February 23, 207.
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Before ending the telephone conference, the Court emphasized that the mbjeetded to be
very specific.

On March 1, 2017 hie Blackburn DefendantBled their five page memorandunand an
additional 126 pages of exhibits. (Rec. Doc. 166). Tdigched the allegedly deficient discovery
responses with certain responses circled by hand. Instead of providing thec sggeiftions
demanded by the Court, the memorandumampe merely that counsel had marked “the actual
non+esponses” and that, to determine the sufficiency of the SEC’s resptihsecasiest way”
would be for the Court to reviethem.Id. at 1. The closest thBlackburn Defendantsome to
explaining why the responses are deficient is to say that “[r]athemikieng straight answers to
direct questions about what was being charged and against whom, the SEC sdahddinte
back to the Complaint, told us to figure out the violas from the mere citations . .” Id. at 2.
Blackburn Defendantalso complain that the SEC was evasive in responding that it had not yet
identified witnesses and documents that it intended to introduce at trial and woubtepadvial
witness and exhibit list in accordance with the Court’s scheduling dddd3lackburn Defendants
use the remainder of their five pages to complain about the SEC’s witness andliskhiloit at
3-5.The pending motion to compel is not the place to test the sufficiency of the SE@saind
exhibit lists.

On March 2, 2017, the Blackburn Defendditexl a Request fadearing (Rec. Doc. 167).
The Request is seven pages long, primarily complains that the SEC’s allegagibasedess, and
is essentially an attempt to filesacondsupplemental memorandum in supportre Blackburn
DefendantsMotion to Compe] without leave of CourtHowever, the Requestmilarly fails to
provide any specific reason why this Court should find that the SEC’s interrogespagses are

deficient or any reason why oral argument might help resolve the matter.



On March 4, 2017againwithout leave of Court, the Blackburn Defendafisd a 154
page Supplement to Pending Discovery Matters. (Rec. Doc. Iltg.Blackburn Defendants
attach copies of the regulations they are alleged to have violated and argue t&&t tieefSiled
to provide a factual basis for the violatiofts. at 2. TheBlackburn DefendantSupplement does
notexplain why each of the circled interrogatory responses are deficient.

On March 6, 2017, counsel for the Blackburn Defendarugided a copy of a Wikipedia
entry for “Character Assassination” to the Court by email (witbgydo all counsel of record).
According to counsel, it was intended to supplement footnote 1 of the Request fogHRacn
Doc. 167). The Court entered this document into the record. (Rec. Doc. 175).

On March 6, 2017, the SHted its Memorandum in Opposition tbe Motion to Compé
(Rec. Doc. 172). The SEC lays out the timeline of events, pointing out that despite the mkthor
filings, the Blackburn Defendantsave failed to point to any “specific deficiencies” in the SEC’s
interrogatory responselsl. at 2. The SEC adds th&etBlackburn Defendantiil to specify the
relief they are seekindgd. The SEC argues that becauseBleckburn Defendantsave failed to
identify any deficiency in the SEC’s discovery responses, the Motion to Cehnpdt be denied.
Id. at 3. The Court agrees.

The Blackburn Defendants have had numerous opportunities to explain to the Court why
the SEC'’s responses to each of their first 25 interrogatasieeficient: in the initial motion and

memorandum in support, in the telephone conferencewigidhe undersigned, and in the five

2 The Blackburn Defendants’ original motion complained that the SE<“standing firm on the 25 interrogatory
limit.” As noted above, counsel for the Blackburn Defendants conceded atethlecteé conference that if he sought
responses to more thab hterrogatories, he should have sought Idawg ago.To the extent there is any merit to
the Blackburn Defendants’ suggestion (in the Supplement fileubutitleave of Courtjhat the SEC improperly
counted subparts of their interrogatories as separggogatories,His issue was not properly brought before the
Court pursuant to the Motion to Compel. Moreover, at the telephone enogecounsel essentially abandoned his
challenge to the neanswered interrogatories after conceding he should have addtessiedue earlier. Indeed,
counsel waited until justays before the discovery deadline to demand additional responses tmattaas when
counsel has been aware of the issueséwen months. This is simply too late.
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page supplemental memorandum. Without leave of Court the Blackburn Defendants have made
three further filings with the Court. Yet they have still failed to explain the dafigi of each
discovery response with anytdg. Moreover, the Court finds that the SEC’s responses are
sufficient. The SEC has produced its entire, privileged investigative fileSeveral of the circled
discovery responses contaipecific,substantive responsédose that do not contain sudstive
responses insteadferenceghe Amended Complaint, which contains 116 very detailed, specific
allegationsFurther the Blackburn Defendantsought this matter to the Court less than two weeks
prior to the expiration of the discovery deadliibey offer no explanation for this delaxcept
that they were waiting to see how the case wé&nt complain that discovery responses are
insufficient seven months after receiving them and on the eve of the discoverpeeaiimely.
To then provide the Court, anone’s opponent, with insufficient detail as to the alleged
deficiencies idatal
Conclusion
Accordingly, for the foregoing reasons, the Motion to Compel is DENIED.
New Orleans, Louisiana, thigh day of March, 2017.
/v

Janis van Meerveld
United States Magistrate Judge



