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SEC Handed Rare Midtrial Defeat In Insider Trading
Case
By Dean Seal

Law360 (December 14, 2021, 9:29 PM EST) -- The U.S. Securities and Exchange
Commission has suffered a rare midtrial loss after a Virginia federal judge dismissed
the agency's insider trading case against a mortgage broker without hearing any
evidence from the defendant.
After the regulator presented its case against Christopher Clark, a mortgage broker
accused of trading on insider information about the stock of an IT consulting firm
where his brother-in-law worked, U.S. District Judge Claude M. Hilton on Monday
said he had not heard any direct evidence or even circumstantial evidence that Clark
had obtained any confidential information or acted on it.
The SEC's case had turned heavily on what it characterized as "highly suspicious
trading" that had been detected by the agency's market surveillance tools, but Judge
Hilton said he didn't find anything suspicious about the timing and manner of Clark's
trades or his communications with his brother-in-law around when the trading
occurred.
"Of course he would talk to his brother-in-law, and vice versa," the judge said
Monday, according to a transcript obtained by Law360. "So, there's just simply no
circumstantial evidence here that gives rise to an inference that he received the
insider information, as has been alleged here."
Clark and his brother-in-law, William Wright, were both sued by the SEC in
December 2020 in a complaint alleging that Wright, the former corporate controller
for CEB Inc., provided Clark and his son with material nonpublic information about
CEB's $2.6 billion merger with Gartner, a global technology research and advisory
company.
According to the SEC, Clark had traded CEB stock in the past and used the
information to enter "highly speculative" out-of-the-money call options on CEB stock
to cash in on the merger completed in April 2017. The scheme allegedly generated
nearly $300,000 in illegal profits.
In October, Wright agreed to resolve the SEC's claims against him without admitting
or denying the complaint's allegations in a deal that included a $240,000 fine. Before
Clark's trial started on Dec. 8, his counsel argued that the SEC's announcement of
the settlement could prejudice jurors against Clark.
Clark's counsel also fought for a summary judgment win last month, arguing that
Clark began trading CEB securities in December 2016 while unaware of the
acquisition. The SEC responded that there was "ample evidence" that Clark was
aware of confidential information, pointing to phone records that suggest Wright did

tip his brother-in-law with merger information during the relevant time period.
According to the government's counsel, the two men met on several occasions, and
in November 2016, over the Thanksgiving weekend, Clark stopped by Wright's house
to talk to him about CEB's stock price.
Between early November 2016 and early January 2017, as merger discussions
between Gartner and CEB progressed, Wright and Clark's own personal relationship
served as a venue to communicate "by phone, text, and in person, including while
Clark coached their daughters' basketball team and at family holiday events,"
according to the SEC's complaint.
Judge Hilton declined to award Clark summary judgment, finding there were still
material disputes of fact in the case. But on Monday, the judge said he was having
trouble finding "any circumstantial evidence that would justify a finding that Mr. Clark
got insider information and took some action on it."
"We talk about highly suspicious trading; that's not the evidence," the judge said,
according to a transcript.
The judge said Clark had engaged in risky trading for years before he allegedly
received the confidential information about CEB's merger. SEC attorney Daniel J.
Maher responded that Clark's CEB trades had an "improbable success rate" and were
financed by borrowing money, opening credit lines and mortgaging his car, but the
judge said he didn't see a problem.
"I mean, you could quibble how somebody raised a few dollars, but this wasn't a
man who was desperate for money," Judge Hilton said. "At all times during this
entire situation and before, his assets far exceeded his liabilities."
The judge granted judgment in Clark's favor, although Maher did raise an objection in
order to preserve the SEC's right to appeal the ruling.
John Reed Stark, former chief of the SEC's Office of Internet Enforcement and a
senior lecturing fellow at Duke Law School, said he couldn't recall any other SEC
insider trading trial that ended in the defendant's favor without that defendant even
having to put on evidence.
"It's rare that SEC enforcement cases, especially insider trading cases, go to trial,
and even rarer that the SEC loses at trial," he told Law360. "But I believe it's
unprecedented that the judge would rule like this."
The SEC and counsel for Clark did not respond to requests for comment Tuesday.
The SEC is represented in-house by Sarah M. Hall, Olivia S. Choe, Daniel J. Maher
and John P. Lucas.
Clark is represented by Mark D. Cummings, David Edward Sher and Adam Michael
Collins of Sher Cummings & Ellis LLP.
The case is United States Securities and Exchange Commission vs. Christopher Clark
et al., case number 1:20-cv-01529, in the U.S. District Court for the Eastern District
of Virginia.
--Additional reporting by Khorri Atkinson. Editing by Bruce Goldman.
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