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UNITED STATES DISTRICT COURT o, 24
FOR THE NORTHERN DISTRICT OF ILLIINOIS MR |
EASTERN DIVISION
e B
SECURITIES AND EXCHANGE COMMISSION, )
Plaintiff, : e
. CIVIL ACTIOCl}I L
V. M 0‘ : .
ALAN C. GIBBONS, | : N
Defendant. : %G@ETA
MAGIST .
RATE JUDGE DEN o

COMPLAINT FOR PERMANENT INJUNCTION
AND OTHER EQUITABLE RELIEF

Plaintiff United States Securities and Exchange Commission (“Commission™)

alleges as follows: ' ,

1. Alan C. Gibbons (“Gibbons”) has engaged in transactions, acts, practices, and
courses of business that constitute violations of Sections 17(a)(1‘), 17(a)(2), and 17(a)(3)
of the Securities Act of 1933 (“Securities Act™) [15 U.S.C. § 77q(a)], Section 10(b) of the
Securities Exchange Act of 1934 (“Exchange Act™) [15 U.S.C. §§ 78j(b)] and Rule 10b-5
thereunder {17 C.F.R. 240.10b-5].

2. The Commission brings this action to enjoin such transactions, acts, practices, and
courses of business pursuant to Section 20(b) of the Securities Act [15 U.S.C. § 77t(b)]

and Sections 21(d) and 21(e) of the Exchange Act [15 U.S.C. §§ 78u(d) and 78u(e)].
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JURISDICTION

3. This Court has jurisdiction over this action pursnant to Section 22(a) of the
Secuxitiés Act [15U.S.C. § 77v(a)] and Section 27 of the Exchange Act [15U.S.C. §
78aal.

4. Gibbons, unless enjoined, will continue to engage in the transactions set forth in
this complaint and in transactions, acts, practices and courses of business of similar
purport and object.

5. The transactions, acts, practices, and courses of business constituting the
violations alleged herein occurred within the jurisdiction of the United States District
Court for the Northern District of Illinois, and elsewhere.

6. Gibbons has made use of the mails, and of the means and instrumentalities of
interstatf; commerce in connection with the tra.nsactions; acts, practices, and courses of

business alleged herein in the Northern District of Illinois and elsewhere.

DEFENDANT

[ S

7. Gibbons, age 61, resides in Chicago, Illinois. From approximately September
1995 through March 1999, Gibbons was the owner of several companies, including Coex
International, Ltd. (“Coex™), Intellitech, Inc. (“Intellitech™), iTrade International, Inc.
(“iTrade”), First National Capital, Inc. (“First National™), and Linéoln Aztec Funding,
Inc. (“Lincoln Aztec™). Gibbons used those companies in a écheme to misappropriate

investors’ funds
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8. In 1989, the National Association of Securities Dealers (*NASD”) permanently

barred Gibbons from association with any member of the NASD and fined him $25,000

because of, among other things, filing of inaccurate reports, failing to meet net capital
 requirements, failing to carry a blanket fidelity bond, and employing an unregistered

person as president of a registered broker-dealer owned by Gibbons. District Business

Conduct Committee v. Alan Gibbons, ét al., NASD Decision fn Complaint CHI-1139
(September 29, 1989). | o | | | |
9. In 1994, the Illinois Secretary of State permanehtly barred Gibbons from offering
or selling securities in Illinois because of his involveﬁent in a fraudulent investment

scheme. Inthe Mattér of Alan C. Gibbons, et al., IL Securities Dept., No. 9300140

(1994).

10 In 1996, in a criminal action based on the conduct described in Paragraph 9,
Gibbons pleaded guilty to theft of over $10,000 for defrauding an investor out of
$15,000. The court sentenced Gibbons to a three-year term of probation and ordered him

to pay $15,000 in restitution to the investor. Illinois v. Gibbons, 94 C.F. 1346 (1996).
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FACTS
11.  From épproxirnately September 1995 through March 1999, Gibbons offered and
sold approximately $172,000 in stock and promissory notes issued by companies he
| f;:)rined and owned (“the Gibbons Companies”j to at least seven investors.
12. The Gibbons Companies included Coex, Intellitech, iTrade, First Na’gional, and
‘Lincoln Aztec.
13.  Gibbons offered and sold investme.nts in the Gibbons Companies on the
telephone, through the Internet, and thrbugh newspaper adverti serﬁents. Gibbons also
sent the investors investment materials through the mails.
14. Gibbons'told the investors that they were providing funds for the operations of
particular Gibbdns Companies. However, the Gibbons Companies conducted little or no
business. |
15.  Coex was purportedly an import/export company. However, Coex never imported
or exported anything.
16.  Inmtellitech was purportédly goirig to sell computer software. However, Intellitech
never lsold ény software.
17.  iTrade was purportedly going to write prospectuses for small c0mpani§s to help.
them raise money. However, iTrade performed Iittle, if any work on prospectuses and '
raised no money for any companies.
18.  First National ‘was purportedly to find funding for early stage companies.
However, First National did not raise funds for any cOmpanies.
19.  Lincoln A_zt_ec was purportedly going to hold funds; in escrow, for investment in a

private company that would merge with a shell company and go public. However, no
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funds provided by investors for Lincoln Aztec were held in escrow or used for investment
in that pri\_fate company. | |
20.  Instead of using the investors’ funds for the Gibbons Companies,

Gibbons used the investors’ funds for his own personal expen.ées.

21.  Gibbons represented to investors that he would deposit their funds into escrow
accounts. Howéver, Gibbons did not deposit investors’ funds in any escrow accounts.
22.  Instead, Gibbons commingled investors’ funds in his personal and business bank
accounts.

23.  Gibbons told the investors that the investments were risk free and guaranteed.
However, investments in the Gibbons Companies were very risky because the Gibbons
companies engaged in little or no business, there was no guarantdf, and Gibbons lacked
sufficient liquid assets to repay the investors.

24, Gibbons promised large returns on investments 1n the Gibbons Companies. For
example, Gibbons told an investor that he would double or triple his money in a few
years by investing in Coex. Gibbons also provided investors with First National
promissory notes that promised at least 5% per month returns on the investments.

25, When soliciting investors in the Gibbons Companies to invest more money or to
give their investments mdre time, Gibbons promised returns of 30°/_o to 50% in four
months.

26.  Gibbons did not pay investors any return on investments in the Gibbons

Companies.
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27. In connection with the offer and sale of stock and promissory notes of the
Gibbons Companies, Gibbons made untrue statements of material facts to investors and
prospective investors, concerning, among other things:
a) the use of investor funds for business purposes;
b) the safety of the investments, including statements that the investments were
risk free, guaranteed, and held iﬁ €SCrow accounts;
c) the liquidity of the investments, including statements that funds would be
available on demand; and
d) the return on investments, including statements that the investments would
return at least 5% monthly and that investments wquld double or triplein a

few years.

COUNT 1

Violations of Section 17(a)(1) of the Securities Act [1l5 U.S.C. § 77q(a)(1)]
28.  Paragraphs 1 through 27 are realleged and incorporated by reference,
29.  From approximately September 1995, through March 1999, Defendant Gibbdns,
in the offer and sale of _securities, namely, stock and promissory notes issued by the
Gibbons Companies, by the use of the means and instruments of transporfation and
commuﬁication in interstate commerce and by the use of the mails, directly and
indirectly, employed devices, schemes and artifices to defraud, as more fully described in

Paragraph 30 below.
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30.  Inthe offer and sale of securities, and as part of a ls'cheme to defraud, Defendant
Gibbons made untrue statements of material facts and omitted to state material facts to
investors aﬁd prospective investors, concerning, among other things, the use of investor
funds, the ;isk involved in the investments, the liquidity of the investments, and the - |
expected return on the investments, as more fully described in Paragraphs 11 through 27
above. | |

31.  Defendant Gibbons knew or was reckless in not knowing of the facts and
circumstances described in faragraphs 28 through 30. |

2. By reason of the activities described in Paragraphs 28 through 31, Defendant

Gibbons violated Section. 17(a)(1) of the Securities Act [15 U.S.C. § 77q(a)(1)].

COUNT II

Violations of Section 17(2)(2) and 17(a)(3) of the Securities Act [1.5 US.C. §§
77q(a)(2) and 77q(a)(3)]

33.  Paragraphs 1 through 27 are realleged and incorporated by reference.

34.  From approximately September 1995 through March 1999, Defendant Gibbons, in
the offer and sale of securities, namely, stock and promissory notes issued by the Gibbons
Companies, by thé use of the means and instruments of transpoi'tation and
cbmmunication in interstate commerce and by the use of the maiis, directly and
indirect.ly, obtained money and property by means of untrue statements of material facts
and omissions to state material facts necessary in order to make the statements made, in
the light of the circumstances under which they were made, not misleading; and engaged

in transactions, practices and courses of business which operated and would operate as a
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fraud and deceit upon purchasers and prospective purchasers of the securities, all as more
- fully described in Paragraphs 11 fhrough 27 and 30 above.
35. By reason of the activities described in Paragraphs 33 and 34, Defendant Gibbons

violated Sections 17(a)(2) and 17(a)(3) of the Securities Act {15 U.S.C. §§ 77q(a)(2) and

7793

COUNT 11X

Violations of Section 10(b) of the Securities Exchange Act of 1934 (“Exchange Act”)
[15 U.S.C. § 78j(b)], and Rule 10b-5 thereunder [17 C.F.R. 240.10b-5].

36.  Paragraphs 1 throﬁgh 27 are reall¢ged and incorporated by reference..- |

37.  From approximately September 1995 through March 1999, Defendant Gibbons, in
connection with the purchase and sale of securities, namely stock and promissory notes
issued by the Gibbons Companies, by the use of the means and instrumentalities of
interstate commerce and by tﬁe use of the mails, &irectly and indirectly, employed
devices, schemes and artifices to defraud; rhade untrue statements of a material facfs and
omitted to.state material facts necessary in order to make the statements made, in the light
of the circumstances under which they were made, not misleading; and engaged in acts,
practices, or courses of business which operated as a fraud or deceit upbn persons, as
more fully described in Pa:ragraphs 11 through 27 and 30 above.

38.  Defendant Gibbons knew or was reckless in not knowing .of the facts and

circumstances described in paragraphs 36 and 37 above.



Case: 1:00-cv-02247 Document #: 1 Filed: 04/12/00 Page 9 of 12 PagelD #:9

39. By reason of the activities described in Paragraphs 36 through 38, Defendant
Gibbons violated Section 10(b) of the Exchange Act [15 U.S.C. § 78j(b)], and Rule 10b-5

promulgated thereunder [17 C.F.R. 240.10b-5].

RELIEF REQUESTED

-WHEREFORE, the Commission respectfully requests that this Court:

A.  Find that Gibbons committed the violations alleged above.

B. ' Grant an Order of Permanent Injunction, in a form consistent with Rule 65(d) of
the Federal Rules of Civil Procedure, restraining and enjoining Defendant Gibbons, his
agenté., servants, employees, and attorneys, and those persons in acﬁve concert or
participation with him who receive actual notice of the Order of Permanent Injunction by
personal service or otherwise, and each of them, directly or indirectly, from engaging in
acts, transactions, practices or courses of business which violate Sections 17(a)(1),
17(a)(2), or 17(a)(3) of the Securities Act [15 U.S.C. §§ 77q(a)(1), 77q(a)(2), and
77q(a)(3)] or Section 10(b) of the Exchange Act [15 U.S.C. § 78j(b)] and Rule 10b-5 [17
C.F.R. Sect. 240.10b-5] promulgated thereunder, and from engaging in acts, transactions,
practices, or courses of business of similar purport and object, in connection with the
offer, purchase, or sale of the securities of any issuer.

C. Grant an Order requiring Defendant Gibbons to disgorge any and all profits and

monies received as a result of his illegal conduct as alleged herein, including prejudgment

interest.



Case: 1:00-cv-02247 Document #: 1 Filed: 04/12/00 Page 10 of 12 PagelD #:10

* S T

- D. | Grant an drder imposing upon Defend.ant.Gibbons appropriate civil‘penalties
pursuant to Section 20(d) of the Securities Act [15 U.S.C. § 77t(d) and Section 21(d) of

~ the Exchange Act [15U8.C. § 78utd)].

- E.* - Retain jurisdiction of this action in accordance with the principals of equity and
the Federal Rules of Civil Procedure in order to irﬁplement and carry out the terms of .all
orders and decrees that may be entered or to entertain any suitable abplication or motioh
for additional relief within the jurisdiction of this Court.

F. Grant such other and additional relief as this Court may deem appropriate.

Dated: April 12, 2000

Respectfully submitted,

ane E. Jarcho 1 Iﬂ# 061936
James A. Davidson, IL ID # 06286786
Howard J. Rosenburg, IL ID#06256596
Attorneys for Plaintiff

United States Securities and

Exchange Commission

500 West Madison Street, Suite 1400
Chicago, IL 60661

(312) 353-7390

10
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