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UNITED STATES DISTRICT COURT

for the
NORTHERN DISTRICT OF ILLINOIS

SECURITIES AND EXCHANGE COMMISSION,

Plaintiff,

V.

RICHARD J. COLLINS, D/B/A CAPITAL 0 1

INVESTMENT CONCEPTS, LTD., CUTTING

T '/, £ "

,,i‘ e 4

EDGE MARKETING, LIGHT OF THE WORLD, JUDGE KENNELLY oo 3
AND MIDWEST FINANCIAL FUNDS TR D
4 P

f i"‘ e IS YO
BILL WILSON, i M Tan
JEROME COPPAGE, M AGTLSTRATE JUDGENOLAR ©i ez 5

THE GATEWAY ASSOCIATION, AND

¥
THE GATEWAY ASSOCIATION (ILLINOIS),

Defendants, BBQKETE“%

MAaY O 1 2001

and

DAVID MORGENSTERN,
WILLIAM J. WINDSOR,
LINDA A. FEHL,
MALCOLM SILVERMAN,
JANET COLLINS, AND
CHRISTINE TODD,

Relief Defendants.

COMPLAINT FOR INJUNCTIVE AND OTHER EQUITABLE RELIEF

Plaintiff Securities and Exchange Commission (“Commission”) alleges as follows

NATURE OF THE COMPLAINT

L. From about November 1997 through about November 1999, Defendants Richard

J. Collins, doing business as Capital Investment Concepts, Ltd., Cutting Edge Marketing, Light

of the World and Midwest Financial Funds (“Collins™), Bill Wilson (“Wilson™), Jerome Coppage

W\
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(“Coppage”), The Gateway Association and The Gateway Association (Illinois) (collectively
“Gateway™), and others engaged in a widespread fraudulent scheme in which they offered and
sold securities in violation of the antifraud and registration provisions of the federal securitics
Jaws. The Defendants lured investors throughout the United States with false guarantees of
outlandish profits in a purported “prime bank™ investment program that uses pooled investor
funds for an alleged overseas bank debenture trading program issued by the “top one hundred
world banks.” In fact, these securities never existed and much of the money was given to
defendants’ friends, family, spent on personal expenses or wire-transferred to overseas bank
accounts controlled by the Defendants.

2. In connection with the offer and sale of these alleged securities, Collins, Wilson,
Coppage, Gateway and others made several misrepresentations and omitted to state material
facts to investors relating to, among other things: (a) the rates of return on the Gateway trading
program; (b) the existence of “prime bank” securities; (c) the risks of the trading program; (d) the
location of investors’ deposits; and (e) the use of the proceeds. Although variations exist
regarding what investors were told, the essence of the promises made to investors was the same:
all were promised that their money was being invested ina guaranteed, risk-free, high yield bank
debenture trading program.

3. Defendants Collins, Wilson, Coppage, Gateway and others, directly or indirectly,
engaged and, unless enjoined, will continue to engage in transactions, acts, practices and courses
of business which constitute and will constitute violations of Sections 5(a), 5(c) and 17(a) of the
Securities Act of 1933 (“Securities Act”) [15 U.S.C. §§ 77(a), 77¢(c) and 77a(a)] and Section
10(b) [15 U.S.C. § 78j(b)] of the Securities Exchange Act of 1934 (“Exchange Act”) and Rule

10b-5 [17 C.F.R. § 240.10b-5] thereunder.
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4, The Relief Defendants, David Morgenstern (“Morgenstern”), William J. Windsor
(“Windsor™), Linda A. Fehl (“Fehl”), Malcolm Silverman (“Silverman”), Janet Collins and
Christine Todd (“Todd”), have received investor funds that have been raised unlawfully by the
Defendants.

5. 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)].

JURISDICTION

6. This Court has jurisdiction over this action pursuant to Section 22(a) of the
Securities Act [15 U.S.C. § 77v(a)] and Section 21(e) of the Exchange Act [15 U.S.C. § 78u(e)].

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

8. Defendants Collins, Wilson, Coppage, Gateway and others will, unless enjoined,
continue to engage in transactions, acts, practices and courses of business alleged i this
Complaint, and in tfansactions, acts, practices and courses of business of similar purport and
object.

9. Defendants Collins, Wilson, Copi)age, Gateway and others, directly and
indirectly, have made use of the mails and of the means and instrumentalities of interstate
commerce in connection with the transactions, acts, practices and courses of business alleged

herein in the Northern District of Illinois and elsewhere.
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THE DEFENDANTS

10. Richard J. Collins, age 54, was a resident of Naperville, Illinois, untii March 1,
2001, when he began serving a twenty-one month federal prison sentence at FCI Oxford,
Wisconsin, on unrelated wire fraud charges for selling $167,000 worth of phony foreign
debentures to investors. Collins is the founder of Gateway and signed investment agreements on
behalf of Gateway. Collins is a licensed insurance agent in the state of Illinois. In addition to
the federal charges for which he is incarcerated, Collins has two prior Illinois state securities
criminal convictions for defrauding investors. As a way to further perpetuate the “prime bank”
scheme, Collins used several corporations as shells, including Capital Investment Concepts, Lid.,
Cutting Edge Marketing, Light of the World, and Midwest Financial Funds.

11.  Bill Wilson, age 54, is a resident of Elmhurst, Illinois. Wilson is the president of
Gateway and signed investment agreements on behalf of Gateway.

12.  Jerome Coppage, age 57, is a resident of Schererville, Indiana. Coppage is a
partner in Gateway and signed investment agreements on behalf of Gateway. Coppage isa
licensed insurance agent in the state of Indiana.

13.  The Gateway Association is an Hlinois corporation incorporated in or around
1998. Gateway rented office space in suburban Naperville, Illinois. The Gateway Association
(Illinois) is a Florida corporation also incorporated in 1998. Gateway (Illinois) rented office
space in F't. Lauderdale, Florida. Collins and the other Defendants used Gateway as a front to
perpetuate the fraudulent “prime bank” scheme.

THE RELIEF DEFENDANTS

14,  David A. Morgenstern is a resident of Ft. Lauderdale, Florida. Morgenstern

controlled at least two Gateway bank accounts that received investor funds of $1.8 million and
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$820,000 respectively. Morgenstern, in turn, personally received approximately $1.7 million of
these funds. Morgenstern is currently out on bail after being indicted by the United States
Attorney in the District of South Carolina for wire fraud and conspiracy in connection with an
unrelated scheme involving the sale of high-yield investment opportunities, and by the United
States Attorney in the Southern District of Florida for money laundering in connection with an
unrelated scheme involving a $32 million white-collar pyramid scheme through organized crime-
controlled check cashing outlets. Additionally, Morgenstern recently agreed to the entry of a
permanent injunction in an action brought by the Atlanta District Office of the Commission for

his involvement in an issuer fraud called Amquest International. See SEC v. Morgenstern et al.,

Release No. 16787 (Nov. 1, 2000).

15.  William J. Windsor was a resident of Kissimmee, Florida until his incarceration in
San Bernardino, California on unrelated federal charges of wire fraud and money laundering.
Windsor controlled at least three Gateway bank alccounts that received investor funds of $1.8
million, $820,000 and $2.9 million respectively. Windsor, in turn, personally received
approximately $325,000 of these funds. In addition to the federal charges for which he is
incarcerated and awaiting sentencing, Windsor has six prior state securities fraud criminal
convictions for defrauding investors.

16.  Linda A. Fehl is a resident of Alphraretta, Géorgia. Fehl controlled at least one
Gateway bank account that received investor funds of $2.3 million. Fehl personally received
approximately $1.7 million of these funds.

17.  Malcolm Silverman is a resident of Northbrook, [llinois. Silverman is an
acquaintance of Collins, and personally received approximately $120,000 of Gateway investor

funds.
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18.  Janet Collins is a resident of Naperville, Illinois, and is Collins® wife. Janet
Collins personally received approximately $325,000 of Gateway investor funds. Janet Collins is
a licensed insurance agent in the state of Illinois.

19.  Christine J. Todd is a resident of Illinois, and is Collins’ danghter. Todd
personally received approximately $200,000 of Gateway investor funds.

THE FRAUDULENT SCHEME

20.  Beginning in about November 1997 and continuing through about March 1999,
Defendants Collins, Wilson, Coppage, Gateway and others solicited investors by claiming that
investor funds would be invested in a purported overseas bank debenture trading program
involving medium-term bank debentures. According to the Defendants, in order to participate in
this bank debenture trading program, investors first had to become members of The Gateway
Association. Gateway membership cost $2,500, and provided members with various travel, hotel
and health care discounts.

21.  Gateway members were then eligible to participate in the trading program. At
numerous meetings held across the country, Defendants Collins, Wilson, Coppage, Gateway and
others promised investors a 1,250% rate of return on a ten-month, $100,000 investment. Collins,
Wilson, Coppage and others detailed a payout schedule promising a ten percent compounded
monthly return on a $100,000 investment, with a $759,768 balloon payment at the end of the ten
months. Defendants Collins, Wilson, Coppage and others directed investors to either send their
checks to the Gateway office in Chicago or to wire their funds directly to one of several bank
accounts.

22.  Gateway raised at least $10 million from at least 400 investors.
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23.  Inpersonal representations, over the telephone, in letters, and in person, as well as
through at least three promotional brochures, Collins, Wilson, Coppage, Gateway and others
described the bank debenture trading program as being a risk-free, limited-enrollment, complex
trading program dating back to the rebuilding and stabilization of the world’s banks after World
War II. The materials state that for the program to work, however, investors” pooled funds must
total at least $10 million. The materials further explain that these medium-term bank debentures
are loaned from bank to bank, resulting in a guaranteed, risk-free, high yield investment
opportunity.

24.  Gateway promotional materials distributed by the Defendants falsely stated that
the trading program is exempt from registration under the federal securities laws.

25. During the time that Defendants were actively soliciting investors’ funds, Colins,
Wilson, Coppage, Gateway and others made additional misrepresentations that were basically
variations of the same misrepresentations described above, including, but not limited to:

a. Collins, Wilson, Coppage, Gateway and others represented and caused
others to represent that investors funds would be used to purchase an
annuity, and the proceeds would be pooled to invest in an overseas bank

debenture trading program.

b. Other investors, however, were only told about the bank debenture trading
program.
c. Some investors were told that their money would be placed in a Chicago

FDIC-insured bank, where it would be used as collateral to invest in the

bank debenture trading program.



Case 1 0tTtv-03085Document # I Filed 04/30/01 Page 8'of 17 PagelD #:8
"’ -/

d. Still other investors were told that their money would be held in an
individual certificate of deposit at the Bank of America, where it would be
used as collateral to invest in the bank debenture trading program.

26. In reality, the promised high rate of return lacked a reasonable basts, since,
among other things, “prime bank™ securities described by the Defendants do not exist‘and are
inherently fraudulent. Collins, Wilson, Coppage, Gateway and others similarly lacked a
reasonable basis for guaranteeing the investment. In addition, while some investors’ funds were
deposited into Chicago FDIC-insured banks, many were not. Those funds that were deposited
into Chicago banks did not remain there for long; money from the Chicago bank accounts was
transferred by wire or check to other accounts across the U.S., Europe and the Caribbean.
Additionally, no individual certificates of deposit have been located at Bank of America.
Furthermore, none of the investor proceeds were used to purchase or sell financial instruments or
to write an annuity policy.

27.  To date, Gateway has not paid investors their promised rates of return. Nor have
investors received their money back. None of the investment proceeds were used to purchase
or sell financial instruments. In fact, most of the $10 miilion raised from investors has been
spent or wired to offshore bank accounts. Defendants Collins, Wilson, Coppage and others spent
investor funds on various personal expenses, including automobiles, charter airplanes, guns,
credit card bills, printing expenses, a country club membership, a piano, and landscaping.

28. At least six Relief Defendants received investor funds from Gateway.
Morgenstern received approximately $1.7 million in investor funds that were raised as a result of
the unlawful conduct of the Defendants described above. Windsor received approximately

$325,000 in investor funds that were raised as a result of the unlawful conduct of the Defendants
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described above. Fehl received approximately $1.7 in investor funds that were raised as a resuit
of the unlawful conduct of the Defendants described above. Silverman received approximately
$120,000 in investor funds that were raised as a result of the unlawful conduct of the Defendants
described above. Janet Collins received approximately $325,000 in investor funds that were
raised as a result of the unlawful conduct of the Defendants described above. Todd received
approximately $200,000 in investor funds that were raised as a result of the unlawful conduct of
the Defendants described above. Investors have not received value from any Morgenstern,
Windsor, Fehl, Silverman, Janet Collins and Todd in return for the use of their funds.
FIRST CLAIM FOR RELIEF
Defendants Violated Section 10(b) of the

Exchange Act [15 U.S.C. § 78j(b)] and
Rule 10b-5 [17 C.F.R. § 240.10b-5] thereunder

29.  Paragraphs 1 through 28 above are hereby realleged and incorporated herein by
reference.

30.  During the relevant period, Defendants Collins, Wilson, Coppage, Gateway and
others, and each of them, directly and indirectly, by the use of the means and instrumentalities of
interstate commetce, or of the mails, in connection with the purchase and sale of securities:

a. employed devices, schemes or artifices to defraud;

b. made untrue statements of material fact, or have 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; and

c. engaged in acts, practices or courses of business which have operated as a fraud or
deceit upon other persons, including purchasers and sellers of such securities.

31.  Defendants Collins, Wilson, Coppage, Gateway and others knew or were reckless

in not knowing the facts and circumstances described in Paragraphs 29 and 30 above.
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32. By reason of the foregoing, defendants, and each of them, have violated Section
10(b) of the Exchange Act {15 U.S.C. § 78j(b)] and Rule 10b-5 [17 C.F.R. § 240.10b-5]
thereunder.
SECOND CLAIM FOR RELIEF

Defendants Violated
Section 17(a) of the Securities Act [15 U.S.C. § 77q(a)].

33.  Paragraphs 1 through 28 above are hereby realleged and incorporated herein by
reference.

34.  During the relevant time period, Defendants Collins, Wilson, Coppage, Gateway
and others, and each of them, directly or indirectly, in the offer or sale of securities, by the use of
the means or instruments of transportation or communication in interstate commerce or by the
use of the mails employed devices, schemes or artifices to defraud.

35.  Defendants Collins, Wilson, Coppage, Gateway and others knew or were reckless
in not knowing the facts and circumstances described in Paragraphs 33 and 34 above.

36.  During the relevant time period, Defendants Collins, Wilson, Coppage, Gateway
and others, and each of them, directly or indirectly, in the offer or sale of securities, by the use of
the means or instruments of transportation or communication in interstate commerce or by the
use of the mails:

a. obtained money or property by means of untrue statements of material facts
necessary in order to make the statements made, in light of the circumstances
under which they were made, not misleading; and

b. engaged in transactions, acts, practices and courses of business which operated or

would operate as a fraud upon purchasers of securities.

10
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37. By reason of the foregoing, defendants and each of them, have violated Section
17(a) of the Securities Act [15 U.S.C. § 77q(a)].
THIRD CLAIM FOR RELIEF

Defendants Violated Sections 5(a) and 5(c}
of the Securities Act [15 U.S.C. § 77¢e(a) and 77¢(c)].

38.  Paragraphs 1 through 28 above are hereby realleged and incorporated herein by
reference.

39.  The investments described herein constitute “securities” within the meaning of
Section 2(1) of the Securities Act [15 U.S.C. § 77b(1)] and Section 3(2)(10) of the Exchange Act
[15 US.C. § 78c(a)(10)].

40,  The securities being offered and sold by defendants were not registered in
accordance with the provisions of the Securities Act and no exemption from such registration
was available.

41. Defendants Collins, Wilson, Coppage, Gateway and others, and each of them,
directly or indirectly, made use of the means or instruments of transportation or communication
in interstate commerce or of the mails to offer and sell securities when no registration statement
was filed or was in effect as to such securities and when no exemption from registration was
available.

42. By reason of the foregoing, defendants, and each of them, have violated Sections

5(a) and 5(c) of the Securities Act [15 U.S.C. § 77e(a) and 77¢(c)].

11
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RELIEF REQUESTED

WHEREFORE, the Commission respectively requests that this Court:
L.

Find that Defendants Collins, Wilson, Coppage and Gateway committed the violations
alleged above.

1.

Issue an Order of Permanent Injunction, in a form consistent with Rule 65(d) of the
Federal Rules of Civil Procedure, enjoining Defendants Collins, Wilson, Coppage and Gateway,
and their officers, agents, servants, employees, attorneys, and those persons in active concert or
participation with them who receive actual notice of the Order of Permanent Injunction and
Other Equitable Relief by personal service or otherwise, and each of them, from directly or
indirectly, in connection with the purchase or sale if the securities of any issuer, by the use of any

means or instrumentality if interstate commerce, or the mails, or of any national securities

exchange:

a. employing any devices, schemes or artifices to defraud;

b. making any untrue statements of material fact, or omitting to state material facts
necessary in order to make the statements made, in light of the circumstances
under which they were made, not misleading; and

C. engaging in any acts, practices or courses of business which operate as a fraud or

deceit upon other persons, including purchasers and sellers of such securities.
I1I.
Issue an Order of Permanent Injunction, in a form consistent with Rule 65(d) of the

Federal Rules of Civil Procedure, enjoining Defendants Collins, Wilson, Coppage and Gateway,

12



Case T 01tv-03085 Document #. 1 Filed:04/30/01 Page 13 of 17 PagelD #:13
A N

and their officers, agents, servants, employees, attorneys, and those persons in active concert or
participation with them who receive actual notice of the Order of Permanent Injunction and
Other Equitable Relief by personal service or otherwise, and each of them, from directly or
indirectly, in connection with the purchase or sale if the securities of any issuer, by the use of any

means or instrumentality if interstate commerce, or the mails, or of any national securities

exchange:

a. employing any devices, schemes or artifices to defraud;

b. obtaining money or property by means of untrue statements of material facts
necessary in order to make the statements made, in light of the circumstances
under which they were made, not misleading; and

C. engaging in transactions, acts, practices and courses of business which operate as a

fraud upon purchasers of securities.

Iv.

Issue an Order of Permanent Injunction, in a form consistent with Rule 65(d) of the
Federal Rules of Civil Procedure, enjoining Defendants Collins, Wilson, Coppage and Gateway,
and their officers, agents, servants, employees, attorneys, and those persons in active concert or
participation with them who receive actual notice of the Order of Permanent Injunction and
Other Equitable Relief by personal service or otherwise, and each of them, from directly or
indirectly, in connection with the purchase or sale if the securities of any issuer, by the use of any
means or instrumentality if interstate commerce, or the mails, or of any national securities
exchange to offer and sell securities when no registration statement is filed or is in effect as to

such securities and when no exemption from registration is available.

13
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V.

Issue orders directing Defendants Collins, Wilson, Coppage and Gateway, and each of

them, to disgorge all illegal gains, together with prejudgment interest.
VI.

Issue orders requiring Defendants Collins, Wilson, Coppage and Gateway, and each of
them, to pay civil money penalties, pursuant to Section 20(d) of the Securities Act [15 U.S.C.

§ 77t(d)] and 21(d)(3) of the Exchange Act [15 U.S.C. § 78u(d)(3)].
VIIL.

Issue orders directing Relief Defendants Morgenstern, Windsor, Fehl, Silverman, Janet
Collins and Todd, and each of them, to disgorge all investor funds they received which were
raised as a result of the unlawful conduct of the named Defendants alleged above, and hold these
funds in a constructive trust.

VIII.

Retain jurisdiction of this action in accordance with the principles of equity and the
Federal Rules of Civil Procedure in order to implement and carry out the terms of all orders and
decrees that may be entered or to entertain any suitable abplication or motion for additional relief

within the jurisdiction of this Court.

14
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IX.

Grant such other relief as this Court may deem just and proper.

Respectfully Submitted,

&WAQ/\

Lindsey H. Simon

Hlinois State Bar No. 06239187
Peter K.M. Chan

Tina K. Diamantopoulos

Attorneys for Plaintiff

Securities and Exchange Commission
500 West Madison Street

Suite 1400

Chicago, IL 60661

(312) 353-7390

Dated: April 30, 2001

15
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