





























40 percent equity or greater." The brochure further states: "You're making a safe
loan. You should never make a loan without a 25-50% safety net. We don't
violate that rule, so you come out a winner."

39. In fact, Defendant misrepresented the investment risks because the’
loans were fictitious, highly illiquid, and the supposed collateral for the
investments did not exist.

40. Moreover, Defendant failed to disclose that his ability to make
purported no-penalty Withdrawals was dependent on his ability to fraﬁdulently
raise more money from new investors.

Fictitious Notes and Security Deeds

41. Defendant led investors to believe that Notes and security deeds
evidenced their investment, and the Advanced Asset Brochure states that investors
will receive copies of a Note, security deed, warranty deed, and property appraisal.

42.  Defendant prepared and delivered Notes to many investors, with the
named borrower under the Note generally being an entity controlled by Defendant.

43.  Defendant personally signed Notes on behalf of at least five entities
that he controlled, each of which essentially operates as his alter ego.

44.  On behalf of these purported borrowers, Defendant signed names of
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fictitious persons to at least some of the Notes.

45.  In addition, Defendant prepared, signed, and delivered at least some
security deeds that also were fictitious.

46. Moreover, Defendant issued IRS Form 1099s falsely reporting
interest income to at least some investors.

Undisclosed Fees

47. Defendant did not disclose to investors that he used investor proceeds
to pay Salespersons a conﬁmission or other fee in the amount of 5% to 6% of the
invested amount.

48.  To the contrary, the Advanced Asset Brochure asks, in question-and-
answer format, whether there are "any fees involved," and expressly responds:
"No. 100 percent, That [sic] is 100 % of your money works for you. The
borrower pays all of the fees involved," with the exception of certain IRA
custodial account fees. The brochure does not disclosé payments to the
Salespersons. Rather, the brochure misleadingly states that investors will not pay
any fees, when in fact a portion of their investments was used to pay fees to the

Salespersons.

-12-



Role of Investors

49. Defendant portrayed the loans as investments and the Advanced
Asset Brochure is peppered with specific references to the loans as investments.

50. Defendant represented, in at least the Advanced Asset Brochure, that
investors could rely on the efforts and expertise of others for purposes of their
investment. The bfochure asks what "is required by you, the lenders,i' and
responds: "Nothing. Advanced Asset Strategies, LL.C will handle everything."
Elsewhere, the brochure confirms that Advanced Asset "handles all of the details,"
that it is "our job to get you propér documentation and protect your interest," and
that "[a]ll of this costs you nothing" as the "borrower pays all costs."

51.  For purposes of receiving interest payments, the Advanced Asset
Brochure states: "I will set up your account. Just sit back and we will send you a
quarterly interest only chéck for 15% of your investment. If you're retired and like
a monthly check, we can do that too!"

52. The Advanced Asset Brochure further states: "If you set ﬁp a simple
system and let the professionals implement the system, your loan portfolio can be
hassle free and produce staggering yields. Also remember, all costs are to be paid

by the borrower.. ..not you!"
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C. Defendant Misused Investor Funds

53.  Defendant deposited investor funds into any of four bank accounts in
the name of Defendant's Law Firm.

54. Two of the law firm accounts to which Defendant deposited investor
funds are attorney escrow accounts. The other two accounts are attorney operating
accounts.

55.  Although the Advanced Asset Brochure indicates that investor funds
- would not be combined to form a "mortgage pool," Defendant nevertheless
commingled investor funds. In addition, he commingled investor funds with
monies received from his law practice.

56. Inreality, Defendant used comparatively few of the investor funds in
connection with real estate acquisition or development, especially when compared
to the more than $35 million raised.

57. Defendant used significant investor funds to support the Ponzi
scheme, using new investor funds to feed his ever-increasing payment obligations
to earlier investors.

58. Defendant also used investor funds to pay over $2 million in

undisclosed commissions or other fees to the Salespersons.
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59. Defendant also misappropriated millions of dollars of investor funds
for his personal use, including spending the funds in connection with his personal
residence, his vehicles, and expensive artwork.

60. Defendant also used more than $9 million dollars of investor funds in
connection with other purported investment activity that did not relate to real
estate transactions, without disclosure to new or existing investors.

61. Furthermore, Defendant failed to disclose to new and existing
investors that these other investment activities had generated significant losses.

COUNT I - UNREGISTERED SECURITIES OFFERINGS

Violations of Sections 5(a) and 5(c) of the Securities Act
[15 U.S.C. 88 77¢(a) and 77¢e(c)]

62. Paragraphs 1 through 61 are hereby realleged and are incorporated
herein by reference.

63. No registration statement has been filed or is in effect with the
Commission pursuant to the Securities Act and no exemption from registration
exists with respect to the transactions described herein.

64. From at least 2004 through at least January 2009, Defendant:

“-a. made use of the means or instruments of transportation or

communication in interstate commerce or of the mails to sell the securities
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described herein, through the use or medium of any prospectus or otherwise,
when a registration statement was not in effect as to such securities;

b. carried securities or caused such securities, as described herein, to
be carried through the mails or in interstate commerce, by means or
instruments of transportation, for the purpose of sale or for delivery after
sale, when.a registration statement was not in effect as to such securities;
and

c. made use of the means or instruments of transportation or
communication in interstate commerce or of the mails to offer to sell or
offer to buy, through the use or medium of any prospectus or otherwise, the
securities described herein, without a registration statement having been |
filed as to such securities.

65. By reason of the foregoing, Defendant, directly and indirectly, has
violated and, unless enjoined, Defendant will continue to violate, Sections 5(a)
and 5(c) of the Securities Act [15 U.S.C. §§ 77e(a) and 77¢(c)].

COUNT II - FRAUD

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

66. Paragraphs 1 through 61 are hereby realleged and are incorporated
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herein by reference.

67. From at least 2004 through at least J aﬁuary 2009, Defendant, in the
offer and sale of the securities described herein, by the use of means and instruments
of transportaﬁon and communication in interstate commerce and by use of the mails,
directly and indirectly, employed devices, schemes and artifices to defraﬁd
purchasers of such securities, all as more particularly described above.

68.  Defendant knowingly, intentionally, and/or recklessly engaged in the
| aforementioned devices, schemes and artifices to defraud.

69. Inengaging in such conduct, Defendant acted with scienter, that is,
with an intent to deceive, manipulate or defraud or with a severe reckless disregard
for the truth.

70. By reason of the foregoing, Defendant, directly and indirectly, has
violated and, unless enjoined, Defendant will continue to violate, Section 17(a)(1) of
the Securities Act [15 U.S.C. § 77q(a)(1)].

COUNT III - FRAUD

Violations of Sections 17(a)(2) and 17(a)(3) of the Securities Act
[15 U.S.C. 8§88 77q(a)(2) and 77q(a)(3)]

71.  Paragraphs 1 through 61 are hereby realleged and are incorporated

herein by reference.
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72.  From at least 2004 through January 2009, Defendant, in the offer and
sale of the securities described herein, by use of means and instruments of
transportation and communication in interstate commerce and by use of the mails,
directly and indirectly:

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

b. engaged in transactions, practices and courses of business which
would and did operate as a fraud and deceit upon the purchasers of
such securities,

all as more particularly described above.

73. By reason of the foregoing, Defendant, directly and indirectly, has
violated and, unless enjoined, Defendant will continue to violate, Sections 17(a)(2)
and 17(a)(3) of the Securities Act [15 U.S.C. §§ 77q(a)(2) and 77q(a)(3)].

COUNT1V - FRAUD

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

74.  Paragraphs 1 through 61 are hereby realleged and are incorporated
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herein by reference.

75.  From at least 2004 through at least January 2009, Defendant, in
connection with the purchase and sale of securities described herein, by the use of
the means and instruments of interstate commerce and by use of the mails, directly
and indirectly:

c. employed devices, schemes, and artifices to defraud;

d. made untrue statements of material facts and 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

e. engaged in acts, practices, and courses of business which would and
did operate as a fraud and deceit upon the purchasers of such
securities,

all as more particularly described above.

76.  Defendant knowingly, intentionally, and/or recklessly engaged in the
aforementioned deyices, schemes and artifices to defraud, made untrue statements of
material facts and omitted to state material facts, and engaged in fraudulent acts,
practices and courses of business. In engaging in such conduct, Defendant acted

with scienter, that is, with an intent to deceive, manipulate or defraud or with a
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severe reckless disregard for the truth.

77. By reason of the foregoing, Defendant, directly and indirectly, has
violated and, unless enjoined, will continue tov violate, Section 10(b) of the
Exchénge Act[15 U.S.C. § 78j(b)] and Rule 10b-5 thereunder [17 C.F.R.

§ 240.10b-5].

PRAYER FOR RELIEF

WHEREFORE, Plaintiff Commission respectfully prays for:
L

Findings of Fact and Conclusions of Law pursuant to Rule 52 of the Federal
Rules of Civil Procedure, finding that Defendant committed the violations alleged
herein.

I1.

A permanent injunction enjoining Defendant, his officers, agents, servants,
employees, and attorneys, and those persons in active concert or participation with
them who receive actual notice of the order of injunction, by personal service or
otherwise, and each of them, whether as principals or as aiders and abettors, from
violating, directly or indirectly, Sections 5(a), 5(c) and 17(a) of the Securities Act

[15 U.S.C. §§ 77e(a), 77¢(c), and 77q(a)], and Section 10(b) of the Exchange Act
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[15 U.S.C. § 78j(b)] and Rule 10b-5 [17 C.F.R. § 240.10b-5] promulgated
thereunder.
IIL.

A judgment against Defendant which sets an amount of disgorgement of all
ill-gotten gains and unjust enrichment along‘with prejudgment interest, that he is
required to pay.

IV.

An order pursuant to Section 20(d) of the Securities Act [15 U.S.C. § 77t(d)]
and Section 21(d)(3) of the Exchange Act [15 U.S.C. § 78u(d)(3)], imposing civil
penalties against Defendant.

V.

Such other aﬁd further relief as this Court may deem just, equitable, and
appropriate in connection with the enforcement of the federal securities laws and for
the protection of investors.

Dated: April 9, 2009.

Respectfully submitted,

Cnid Amir -

dward G. Syllivan
Senior Trial’'Counsel
Georgia Bar No. 691140
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E-mail: sullivane@sec.gov
Telephone: (404) 842-7612

%i%

Lucy T. Graetz

Senior Staff Attorney
Georgia Bar No. 304082
E-mail: graetzl@sec.gov
Telephone: (404) 842-7668

Counsel for Plaintiff:

Securities and Exchange Commission
Atlanta Regional Office

3475 Lenox Road, N.E., Suite 1000
Atlanta, Georgia 30326-1232
Facsimile: (404) 842-7612
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