
UNITED STATES BANKRUPTCY COURT 
EASTERN DISTRICT OF MISSOURI 

(Eastern Division) 
 

 
In re:  
 
BURTON DOUGLAS MORRISS, 
 
             Debtor. 

Chapter 11 
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_____________________________________/ 
 

U.S. SECURITIES AND EXCHANGE COMMISSION’S JOINDER TO, AND 
STATEMENT IN SUPPORT OF, RECEIVER’S MOTION FOR APPOINTMENT 

OF TRUSTEE, OR ALTERNATIVELY, FOR CONVERSION OF CASE 
 
 The U.S. Securities and Exchange Commission (the “Commission”), through its 

undersigned counsel, joins in, and files this statement in support of, Receiver Claire M. 

Schenk’s Motion For Appointment of Trustee, Or Alternatively, For Conversion Of Case 

(Doc. No. 30, the “Receiver’s Motion”).  We further submit the appointment of a trustee 

over Debtor Burton Douglas Morriss’ estate is in the best interests of his creditors.  In 

support, the Commission states as follows: 

1. The Commission is the federal agency charged with, among other things, 

the regulation and enforcement of the federal securities laws. See 15 U.S.C. §§ 77t, 78d, 

78u, et al. 

2. On January 17, 2012, the Commission filed a civil enforcement action 

against Morriss, four other defendants now represented by the receiver, and, as a relief 

defendant, Morriss Holdings, in the United States District Court for the Eastern District 

of Missouri, Case No. 4:12-cv-80-CEJ (the “District Court Action”).  The 
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Commission’s Complaint, a copy of which is attached as Exhibit A, alleges, among other 

things, that Morriss defrauded investors in the four defendant companies by 

misappropriating more than $9 million of investor funds to himself and Morriss 

Holdings, an entity Morriss controlled.  The Complaint alleges Morriss’ conduct violated 

the anti-fraud provisions of the federal securities laws – specifically, Section 17(a) of the 

Securities Act of 1933, 15 U.S.C. §77q(a), Section 10(b) of the Securities Exchange Act 

of 1934, 15 U.S.C. §78j(b), and Rule 10b-5 thereunder, and several subsections of 

Section 206 of the Investment Advisers Act of 1940, 15 U.S.C. §80b-6.  In the District 

Court Action, the Commission seeks various forms of relief against Morriss, including a 

judgment for disgorgement of all ill-gotten gains, prejudgment interest, and a civil 

penalty.1  

3. On January 17, 2012, the District Court, upon finding the Commission 

demonstrated a prima facie case that Morriss and the other defendants violated the anti-

fraud provisions of the federal securities laws, issued orders appointing Ms. Schenk as 

Receiver over the defendant companies, temporarily freezing the assets of the defendant 

companies and relief defendant, and requiring all defendants to provide a sworn 

accounting within seven days.  The District Court’s January 17, 2012 Asset Freeze Order 

and Other Emergency Relief is attached as Exhibit B; and the District Court’s Order 

Appointing Receiver is attached as Exhibit C to Receiver’s Motion.  The Commission did 

                                                            
1   The Commission’s continued prosecution of the District Court Action against Morriss during the 
pendency of this bankruptcy case is as an action by a governmental unit to enforce such governmental 
unit’s police or regulatory power, in accordance with the exception to the automatic stay provided in 
Section 362(b)(4) of the Bankruptcy Code, 11 U.S.C. §362(b)(4).  In its January 17 and 27, 2012 Orders, 
the District Court ruled that continuation of the enforcement action against Morriss does not violate the 
automatic stay.  
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not seek to freeze Morriss’ assets because they were under the supervision of this Court 

due to his pending bankruptcy.  On January 27, 2012, the District Court issued its Order 

continuing the asset freeze, a copy of which is attached as Exhibit C.  Pursuant to 

Morriss’ multiple requests, the Commission has agreed to provide him additional time to 

submit a sworn accounting by no later than February 27, 2012.  As a result, Morriss has 

not provided a sworn accounting and the Commission is not aware of the full extent of 

Morriss’ assets. 

4. Just prior to the Commission filing its Complaint, on January 9, 2012, 

Morriss filed his voluntary petition in this case for relief under Chapter 11 of the 

Bankruptcy Code.  As detailed in the Receiver’s Motion, however, Morriss has failed to 

file the required schedules and statements detailing his assets and liabilities, and he 

appears completely unwilling to provide any of the disclosures required in this 

bankruptcy case.  Moreover, Morriss apparently is in the process of selling assets that 

may be part of the bankruptcy estate – including an oil painting being held at the Conrad 

Gallery, a gun collection valued at approximately $200,000, as well as a home valued at 

more than $4.2 million held by a trust Morriss created.  These transactions are or have 

taken place without prior Court approval.  For these reasons, on January 31, 2012, the 

U.S. Trustee moved the Court to convert this case to a Chapter 7 proceeding or, in the 

alternative, dismiss the case.  (DE 22).     

5. On February 3, 2012, Morriss filed his Consent to the United States 

Trustee’s Motion to Dismiss, Waiver of Right to Hearing, and Request for Immediate 

Dismissal, Pursuant to 11 U.S.C. § 105(a) and L.B.R. 1017-1(B).  In his consent, Morriss 
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admitted he has failed to file his schedules and statements.  Morriss also contended the 

continuation of the case would only serve to delay and prejudice the creditors and 

requested that his petition be dismissed immediately.     

6. The circumstances surrounding Morriss’ bankruptcy filing, his refusal to 

disclose assets, liabilities and any transfers he made leading up to the bankruptcy, and his 

urgent desire to have this case dismissed, strongly suggest Morriss is attempting to 

conceal information about his personal finances from his creditors and the Court.   

7. Allowing Morriss to continue to evade disclosure of his assets would not 

be in the best interest of his creditors.  Indeed, without the appointment of an independent 

trustee to investigate Morriss’ finances, creditors will likely never learn the full extent of 

his assets and ability to repay his debts.  As a result, Morriss could dissipate his 

remaining assets to avoid creditors’ ability to pursue satisfaction of his debts.   

8. Similarly, dismissal of Morriss’ bankruptcy petition would not be in the 

best interests of creditors.  As evidenced by the actions described above and his stated 

desire for dismissal of this case, dismissal would likely result in Morriss rendering his 

remaining assets out of reach of creditors – who include victims of Morriss’ fraudulent 

activities. 

9. Morriss will not be able to circumvent creditors and this Court’s 

supervision, however, if the Court appoints an independent trustee to, among other 

things, investigate Morriss’ assets, liabilities, and financial transactions.  Such an 

investigation would shed light on Morriss assets and enable an equitable distribution of 

his remaining assets to creditors.   
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WHEREFORE, the U.S. Securities and Exchange Commission respectfully 

requests the entry of an Order appointing an independent trustee over Morriss’ estate, and 

providing such other and further relief as may be appropriate under the circumstances. 

Dated:  February 9, 2012 
 

     Respectfully submitted,    

  

     _/s/ David W. Baddley____________ 
    David W. Baddley, Esq. 
    Senior Trial Counsel/Bankruptcy 
    Florida Bar Number 0148393 
    Telephone Number:  (404) 842-7625 
    Fax:  (404) 842-7633 
    E-Mail:  baddleyd@sec.gov 
 

COUNSEL FOR U.S. SECURITIES AND 
EXCHANGE COMMISSION 

    Atlanta Regional Office 
    950 East Paces Ferry Road, N.E. 
    Suite 900 
    Atlanta, GA  30326-1382 
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CERTIFICATE OF SERVICE 

 I hereby certify that a true and correct copy of the foregoing Joinder and 

Statement in Support has been served this 9th day of February 2012, by CM/ECF on all 

ECF Participants, and by overnight delivery upon the Debtor, Burton Douglas Morriss, at 

7820 Maryland Avenue, Saint Louis, MO 63105. 

 
   
      _/s/ David W. Baddley____________ 

     David W. Baddley 
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