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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS

EASTERN DIVISION

DR. CHARLES GIGER,

Plaintiff, Case No.

JAMES AHMANN, GARY LANGE, JW COLE
FINANCIAL, INC., ADLEY ABDULWAHAB, A&O
RESOURCE MANAGEMENT, LTD., and A&O
LIFE FUND, LLC,

)
)
)
)
)
VS. )
)
)
)
)

)
Defendants. )
)

COMPLAINT

Plaintiff, Dr. Charles Giger, by and through his attorneys, Chapman and Cutler, LLP, and
for his Complaint against defendants James Ahmann, Gary Lange, JW Cole Financial, Inc.,
Adley Abdulwhab, A&O Resource Management, Ltd., and A&O Life Fund, LLC, (collectively,

“Defendants”), respectfully states as follows:

I. THE PARTIES

1. Plaintiff Dr. Charles Giger (“Giger” or “Plaintiff”) is an individual currently
residing, and at all relevant times herein has resided, in ElImhurst, Illinois.

2. Defendant James Ahmann (“Ahmann”) is an individual currently residing, and at all
relevant times has resided, in Bloomingdale, Illinois. At all relevant times Ahmann was a
certified estate planner, certified financial divorce practitioner, and investment advisor affiliated
with Defendant J.W. Cole Financial, Inc. (“JW Cole”), an independent broker/dealer servicing,
inter alia, Registered Representatives and their clientele, including Giger. According to the State

of Illinois Department of Financial and Professional Regulation, Defendant Ahmann has held
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insurance licenses for life accident and health since 1995, for property and casualty since 1996,
and for variable contracts since 1998. According to the Financial Industry Regulatory Authority
(“FINRA”), Defendant Ahmann passed both the Series 63 and 65 examinations in 1998 and
2001.

3. Defendant Gary Lange (“Lange”) is an individual who, upon information and
belief, currently resides in, and at all relevant times has resided, in Elgin, Illinois. Upon
information and belief, Lange was at all relevant times a financial and insurance consultant and
a partner of Ahmann in an entity called “Senior Tax Advisors Group.” According to the Illinois
Department of Financial and Professional Regulation, Lange held a Series 6 securities license
from February of 2001 to December of 2001, and has been licensed to sell life, accident, health
and variable annuities contracts since October, 1983 until the present.

4. Defendant JW Cole was at all relevant times a registered broker/dealer, having its
principal place of business in Tampa, Florida.

5. Defendant A&O Resource Management, Ltd. (“A&O”) was at all relevant times a
life settlement broker, having its principle place of business in Houston, Texas.

6. Defendant A&O Life Fund, LLC (“A&O Life Fund”) was, upon information and
belief, at all and relevant times an entity established to sell life settlements, and having its
principal place of business in Chicago, Illinois.

7. Defendant Adley Abdulwahab (“Wahab”) is an individual who, upon information
and belief, currently resides in, and at all relevant times has resided, in Spring, Texas. Wahab is
the National Accounts Director for A&O Resource Management, LTD, and managing member

for A&O Life Fund, LLC, and, upon information and belief, a partner in A&O Life Funds, L.P.
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II. JURISDICTION

8.  This Court has subject matter jurisdiction over Giger’s federal securities law claims
pursuant to Section 10(b) of the Exchange Act of 1934 [15 USC §78j(b) and SEC Rule 10b-5
(17 CFR §240.10b-5) [promulgated thereunder], and 28 USC §1331.

9. This Court has supplemental subject matter jurisdiction over Giger’s state law
claims pursuant to 28 U.S.C. §1367 because they are so related to the federal claims that they
form a part of the same case or controversy under Article III of the United States Constitution.

10.  This Court has personal jurisdiction over JW Cole because, as set out fully below, at
all relevant times to this action JW Cole maintained contacts with the State of Illinois by:
(a) transacting business with, (b) committing certain tortious acts against, and (c) entering into
agreements through its representatives in the State of Illinois, with injury resulting in this district.
Based on these contacts this Court has personal jurisdiction over JW Cole under Section 22(a) of
the Securities Act [15 U.S.C. §77v(a)], and Illinois’ Long-Arm Statute [735 ILCS 5/2-209(a)(1),
(2),(7) and (c)].

11.  Venue is proper in the Northern District of Illinois pursuant to 28 USC §1391(b)
and (d), and Section 22(a) of the Securities Act [15 U.S.C. §77v(a)] because the acts, practices
and courses of business constituting the claims alleged herein occurred within the jurisdiction of

the United States District Court for the Northern District of Illinois.

II1. LIFE SETTLEMENT INDUSTRY

A. LIFE SETTLEMENT HISTORY

12. Life settlements emerged in recent years as an offshoot of the viatical settlement
industry which developed in the 1980s as a source of liquidity for HIV and AIDS patients and
other terminally ill life insurance owners with life expectancies of less than two years. In
contrast to viaticals, life settlements involve policyholders who are not terminally ill, but

generally have a life expectancy of between two to fifteen years.
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13.  Until recently, the owner of a life insurance policy who no longer wanted it or could
not afford it had two options: he(she) could let it lapse or surrender it to the issuer for the cash
surrender value. The emergence of a secondary market for existing life insurance policies
provided a third alternative: the sale of the policy to a third party. The value of a particular life
settlement depends mainly on two factors: the life expectancy of the insured, and the premiums
required to maintain the policy. “Bonded” life settlements involve a third party bonding
company that assumes the risk that the policy will be paid by a date certain. In other words, at
the end of the bonding period, the bonding company pays out the death benefit to the owner of
the life settlement if the insured has not passed away, and then assumes ownership of the policy.
In this way investors are assured of obtaining a payout at a defined rate of return, on a date
certain. Thus, the bonding company who assumes the risk of the bonded life settlement provides

a third major factor in determining the value of a bonded life settlement insurance policy.

IV. FACTUAL BACKGROUND TO GIGER’S INVESTMENTS

A. GIGER’S INVESTMENTS IN BONDED LIFE SETTLEMENT CONTRACTS

14. Defendant Ahmann, a former patient of Giger, first approached Giger in or about
March, 2006 to solicit investment in what Defendant Ahmann described to Giger as “guaranteed
bonded life settlements”. Prior to this time, Giger was not a client of either Defendant Ahmann
or Lange.

15. At that time Giger had been a practicing physician in Elmhurst, Illinois since April
of 1986, had taken over a practice from a retiring physician, and had “inherited” Defendant
Ahmann’s parents as patients. In the early 1990’s, Giger began a physician/client relationship
with Defendant Ahmann’s brother, Don, and had been Defendant Ahmann’s primary physician

for approximately three years.
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16.  Giger’s relationship with Defendant Ahmann and his family as doctor/patient
created an implied trust between them. At the time Defendant Ahmann approached Giger in
March, 2006, Giger was not a sophisticated investor, in that he had absolutely no idea what
constituted a security and/or a private placement of such a security, which naiveté Defendant
Ahmann was clearly aware of. Giger had never invested in any annuities, hedge funds, futures,
derivatives, puts, margins, stock options or any advanced trading techniques, and had only
purchased a few stocks on the advice of his relatives or friends. From 1990 to the present, Giger
has maintained a retirement plan administered by a financial advisor, who has recommended and
executed purchase of individual stocks. Since 1990, Giger has not purchased any individual
stocks for his retirement plan, although he had invested in the construction of two nursing homes
on the advice of his brother, who was then the CFO of the related nursing home chain.

17. During an office visit to Giger Defendant Ahmann represented to Giger that he was
versed in stocks and finance. In response to a comment from Giger as to the need for advice on
stocks in his retirement plan, Defendant Ahmann, then a Giger patient, offered to review Giger’s
retirement stocks and give recommendations, without charge. By advising Giger in this way,
Defendant Ahmann gained Giger’s confidence and trust beyond that of a patient.

18. After gaining Giger’s trust and confidence, and in now describing bonded life
settlements to Giger, Defendant Ahmann initially gave assurances to Giger that these
investments were guaranteeing a 10% rate of return on investments of more than $100,000, and
12% on any investment over $1,000,000. Defendant Ahmann further described the investments
as being offered by an entity called A&O Resource Management, Ltd. (above and hereafter
“A&0O”), and involving A&QO’s purchase of life insurance policies already issued on individuals,
whose life expectancies were verified by competent medical personnel, such that the face

amounts of the policies themselves, when compared to the life expectancies of the insureds,
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“guaranteed” a return of investment that well exceeded other available investments in the
marketplace. (See Exhibit 1 hereto).

19. Defendant Ahmann also represented to Giger that investments in such bonded life
settlements would be further secured by a bonding company, Provident Capital Indemnity, Ltd.
(“PCI”), who would contract to make payment on the life insurance policies in the event that the
policies did not pay off within a defined time period by virtue of the death of the insured(s).

20. Defendant Ahmann further stated to Giger that all of the insurance companies
providing the life insurance policies purchased by A&O were “A-rated” and that the bonding
company, PCI, was 5A rated. When Giger inquired as to how such a company located in Costa
Rica could have obtained what appeared to be high ratings (Giger had no specific knowledge of
these ratings or how they were generated), Defendant Ahmann replied that PCI insured all
Hyundai automobiles imported to the United States and thus held the highest rating, SA, by
rating agencies such as Dunn and Bradstreet, which Ahmann stated was similar to a Moody’s or
Standard and Poor’s rating agency. (See Exhibit 2 attached hereto). Ahmann further told Giger
that PCI would review the policies with life expectancies and give its approval to provide
bonding protection even before A&O would purchase the policy. Defendant Ahmann also
assured that major insurance companies, for example “John Hancock”, would go out of business
before PCI would.

21. Defendant Ahmann further advised Giger that the owners of A&O had previously
been employed by a company that resold insurance policies exclusively to large institutions like
banks and hedge funds, but that the company’s current focus was to service the “retail”
marketplace with investors such as Giger. Defendant Ahmann also stated to Giger that A&O

would always carry $80 to $100 million dollars worth of policies as a constant inventory, but in
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response to Giger’s request for financial statements for A&O, Defendant Ahmann told Giger that
since A&O was a privately held company, A&O does not disclose financial statements.

22. Defendant Ahmann further explained that all of the policies were reviewed by a
qualified life expectancy company which employed medical doctors to determine life
expectancy, and that Defendant Ahmann had done his own “due diligence” to ensure the safety
of these investments, and the representations he was making.

23. At that time, Defendant Ahmann also gave Giger his business card reflecting that he
was a certified estate planner and certified financial divorce practitioner (see Exhibit 3 attached
hereto), although Ahmann at that time was also associated with J.W. Cole, an independent
broker/dealer, and had passed both the Series 63 and 65 examinations in 1998 and 2001, as
reflected by FINRA records.

24.  After having these investments first explained to him by Defendant Ahmann, Giger
next scheduled a meeting with Defendant Ahmann in April, 2006 in order to discuss the
investment further and consummate an investment in these products. On April 12, 2006,
Defendant Ahmann came to Giger’s residence, along with another person, Defendant Lange,
who Giger had not met before, but who Defendant Ahmann now described as his “partner”. At
that time, Defendants Ahmann and Lange again explained how these investments were
structured to both Giger and his wife consistent with the prior representations Ahmann had made
to Giger as outlined above, and provided paperwork prepared for execution by Giger to allow for
this first investment. At no time during this meeting or thereafter did Defendant Lange make any
financial inquiries of Giger to determine the suitability of this investment vehicle being sold to
Giger.

25. The paperwork provided to Giger included three separate but otherwise identical

Line of Credit Loan Agreements, Line of Credit Promissory Notes, Security Agreements, and
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Escrow Instructions (collectively, the “Loan Documents”) for investment in three (3) separate
life insurance policies. (See Ex. 4 hereto) These three investments were to be broken down as
follows: two investments from Giger’s IRA, each for $199,542.17 in principal, and the third
from his non-retirement funds for $600,000 in principal, totaling $999,084.34 in principal
investment.

26. Defendants Ahmann and Lange further explained at this meeting that the principal
amount of each of these investments would be guaranteed at a rate of return of at least 12% per
year, and at the same time provided documentation to that effect. (See Exhibit 1 hereto)
Defendants Ahmann and Lange also explained that these returns would be eligible for capital
gains tax treatment, and if the insured passed away before the “term”, Giger would be paid out
immediately, but he would have to consult a tax attorney to see if the proceeds were tax-free
(since it was a life insurance product).

27. Defendants Ahmann and Lange further stated to Giger at the meeting on April 12,
2006 that the mechanics of these investments were as follows: funds received by investors like
Giger would be deposited with an escrow company, Bayou City Escrow, Inc. (“Bayou Escrow”).
Thereafter A&O, by and through a company called Houston TangleWood Partners, LLC
(“Houston TangleWood”), would actually purchase the policy using funds deposited in the
escrow maintained at Bayou City, after receiving enough money from investors such as Giger to
purchase the policy, prepay the premiums due on the insurance policy through the life
expectancy of the insured, and pay in full the cost of obtaining the bonding contract from PCI.
Houston TangleWood would then execute the Loan Documents, including the Line of Credit
Promissory Note, in favor of Giger, as well as the Security Agreement to collateralize the return

of the principal investment, plus the guaranteed return to Giger.
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28. Giger was specifically told at this meeting by Defendants Ahmann and Lange that
A&O, through Houston TangleWood, would pay all of the premiums for the life insurance policy
ahead of time through the life expectancy of the insured, as well as all payments necessary to
procure the contract from PCI, the bonding company, ahead of time, so that there would never be
a chance that either the policy itself, or the bonding contract with PCI, would lapse for failure to
pay premiums or the bonding fee.

29. At this meeting Giger inquired of Defendants Ahmann and Lange where it was
reflected in any of the documents that these life insurance premiums and the cost of procuring
the bond from PCI were to be funded/paid in full, and that Giger would require such a
representation in writing before he would invest. Defendants Ahmann and Lange informed
Giger and his wife that the pre-payment of the premiums absolutely occurred with these
investments, and that they would furnish such documentation in short order. Thereafter, on or
about May 31, 2006, Defendant Ahmann provided Giger with such a written representation from
a Mr. Adley Wahab (“Wahab”), National Accounts Director for A&O, that all life insurance
premiums would be paid in full, as would the bonding fee to PCI, along with a number of other
representations as to these investments, a copy of which is attached hereto as Exhibit 5.

30. Based upon these express representations, Giger agreed to invest a total of
$999,084.34 in principal (collectively, the “First Investments”), and executed the Loan
Documents. Giger was then granted via the Loan Documents a security interest in the escrow
maintained at Bayou City, the funds of which in turn were used to purchase the three insurance
policies, referred to as the Frater, Boseeker, and Server policies (collectively, the “Policies”).

31. At the time that Giger executed the Loan Documents related to the First
Investments, Giger noticed that Defendant Lange, who Giger had just met for the first time at

this April 12, 2006 meeting, was identified as the record seller on all of the First Investments
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paperwork. (See Exhibit 6 hereto). When Giger noticed this, he asked Ahmann why Lange
appeared as the seller, not Ahmann. Ahmann represented to Giger that Defendant Lange was
one of only twelve people in the country who could sell this type of investment, and that he was
Ahmann’s “partner.”

32. However, neither at that meeting or at anytime thereafter did Defendants Ahmann
or Lange inform Giger that A&O was not, in fact, registered with the SEC or with the State of
Illinois to do business at the time the First Investments were made. Also, Defendants Ahmann
and Lange failed to mentioned that PCL, “the bonding company”, was not registered to do

business anywhere in the United States.

B. SECOND INVESTMENT IN BONDED LIFE SETTLEMENT CONTRACTS

33. By February, 2007 Defendant Ahmann had left JW Cole and had then become a
Registered Representative with Pavek Investments, Inc. (“Pavek”).  Defendant Ahmann
thereafter called Giger on multiple occasions to try and entice Giger to invest in additional
bonded life settlement contracts. In both letter and telephone contact by Defendant Ahmann,
Giger was solicited to invest in “Life Fund 5.1, LLC,” an Illinois investment fund offering
“Capital Appreciation Bonds” backed by “bonded” life insurance policies. (See Exhibit 7
hereto). Giger, however, indicated to Defendant Ahmann that he would never invest as a
non-owner of a policy again, and desired to wait until the First Investments paid off before even
considering any additional investments.

34. After several more calls from Defendant Ahmann, Giger then further advised
Defendant Ahmann during this period that Giger had three criteria to make a second investment:
(1) Giger’s brother, whose profession was at this time that of a consultant for nursing homes
needed to approve the investment, (ii) Giger had to be the actual owner of the policy, not just an

investor/secured lender as had been the case with the First Investments, and (iii) the insured must
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be of a certain health that provided an additional level of security that the policy would pay off
before the end of the projected life expectancy.

35. Thereafter, in or about August, 2007, Defendant Ahmann contacted Giger and told
Giger that there was a policy available (the “Mangione Policy”) for purchase that satisfied
Giger’s criterion, but that in order to be the direct owner of the Mangione Policy, Giger must
individually invest more than $1 million. Defendant Ahmann then further promised, as yet
another inducement to Giger, that there would be a 15% guaranteed return, with a slightly more
than a four year time frame.

36. After receiving further assurances from Defendant Ahmann that the Mangione
Policy now available met Giger’s requirements, in early September, 2007 Giger met with
Defendant Ahmann to review and sign documents for this second investment. At this time Giger
and Defendant Ahmann also executed a “New Account” form with Pavek Investments, Inc.
which Ahmann completed, a copy of which is attached hereto as Exhibit 8.

37. At this meeting, and in reviewing the terms of the Mangione Policy, the documents
described the Mangione Policy as involving two insureds, and requiring the death of both
insureds in order for the benefit to be paid. Upon seeing those circumstances, which was
contrary to the criteria that Giger had given Defendant Ahmann, Giger informed Defendant
Ahmann that he would not invest in that type of policy. To remove Giger’s concerns, Defendant
Ahmann represented to Giger that the wife under the Mangione Policy had already passed away.
Ahmann also stated that when Mr. Mangione, the remaining insured, presented his medical
condition to A&O, it was determined he would likely pass away prior to term of the bond.
Defendant Ahmann, however, failed to reveal to Giger that A&O never purchased this policy
from the insured, so that the meeting could not have taken place (See Exhibit 9 attached hereto).

When Giger inquired about the life expectancy review of Mr. Mangione conducted by Midwest

11
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Medical Review, Ahmann stated that A&O was successfully sued by an owner of a policy to
prevent further disclosures of personal health information.

38. At this meeting Defendant Ahmann also presented a “Subscription Agreement”
from Defendant A&O Life Fund, that Defendant Ahmann filled out, which Giger and Defendant
Ahmann signed, but which was never signed by the offering entity and, in retrospect, appears to
have had nothing to do with this second investment whatsoever. (See Exhibit 10 hereto).

39. At or before this meeting on September 5, 2007, Defendant Ahmann again
represented that he had done due diligence on these investments, and further that James Hintz,
one of the principals of the company Ahmann now worked for, Pavek, had actually travelled to
PCI’s headquarters in Costa Rica for one week, met with PCI personnel, and completed his own
due diligence to ensure the safety of these investments.

40. Defendant Ahmann again reiterated, as he had with the First Investments, that all of
the premiums as to this Mangione Policy would be paid to the end of the term, as would be the
payment to PCI to obtain the bonding protection. Defendant Ahmann further reiterated that PCI
was rated SA by Dunn and Bradstreet, and that only “A” rated insurance policies are offered.

41. Before this second investment, Defendant Ahmann also represented to Giger that
Defendant Ahmann had sold over $10,000,000 in these life settlement investments. When Giger
inquired that if this was such a good investment, how much had Defendant Ahmann invested,
Defendant Ahmann stated that he had $130,000 of his own money invested.

42. Based upon these representations and the representations made by Defendant
Ahmann for the First Investments, Giger wrote a check for $1.1 million to A&O Life Fund, LLC

as an owner/investor in the Mangione Policy (the “Second Investment”).

12
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C. CLAIMANT BEGINS TO RECEIVE ALARMING INFORMATION RENDERING
DEFENDANT AHMANN’S STATEMENTS FALSE AND MISLEADING AS TO THE FIRST
INVESTMENTS

43.  On or about January 31, 2008, the Texas State Board of Securities sent out an
inquiry to, inter alia, Giger, concerning PCI, the bonding company which was a major integral
part of the First and Second Investments. A copy of that written inquiry is attached hereto as
Exhibit 11. In corresponding with the Texas State Securities Board enforcement attorney, David
Grauer, Giger was furnished with a Cease and Desist Order issued to PCI, attached hereto as
Exhibit 12, and related to similar bonded life settlements as sold to Giger and bonded by PCI.

44. Among other things, the Cease and Desist Order related that PCI and an affiliated
individual, Harold Maridon (“Maridon’), had not been registered with the Texas State Board of
Securities nor otherwise been qualified in the State of Texas to offer and sell bonding related to
life settlement contracts, that Maridon was convicted of conspiracy to commit mail and wire
fraud in a case arising in 1997, and that the State of Florida had obtained a receivership and
injunctive relief against PCI and a warrant issued for Maridon’s arrest, arising from a 1993
lawsuit in Florida. According to Dunn and Bradstreet, as of August of 2007, public records
show Maridon as a Senior Underwriter at PCL (See Exhibit 13 hereto).

45. This Texas Cease and Desist Order also disclosed that in connection with selling the
bonded life settlement contracts, the Texas Department of Insurance had previously issued a
separate Cease and Desist Order on November 6, 2006, ordering PCI to discontinue engaging in
the unauthorized business of insurance in Texas. (See Exhibit 14 hereto). This Cease and Desist
Order specifically named PCI (the re-insurer for all Giger’s investments) against which the
emergency cease and desist order was brought, and also the officers of A&O Resource
Management, LTD (from whom Giger purchased all his investments), and the managers of
Houston Tanglewood Partners, LLC (who holds the promissory notes for Giger’s First

Investments, and is a co-owner with Giger for his Second Investment).
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46. After receiving this information, Giger became concerned about the other
representations made by Defendants Ahmann and Lange as to the First Investments. To add to
Giger’s concerns, in March, 2008, Giger received a premium payment notice from the insurance
company that issued the Mangione Policy, West Coast Life Insurance Company, reflecting that a
$42,812.50 premium was due on the Mangione Policy, which was directly in conflict with what
Defendant Ahmann had told Giger, and what was represented in writing as to the First and
Second Investments, i.e. that all of the premiums due for the life insurance policy in question
would be prepaid from investor monies. (See Exhibit 15 hereto) Giger then contacted West
Coast Life Insurance and was further advised that not only were the premiums for the Mangione
Policy not paid in advance, but at the time of Giger’s purchase in September, 2007, A&O, who
Giger was told the premium notices were to be sent to, was already six (6) months in arrears and
remained so as of March 6, 2009, as reflected by Exhibit 16 attached hereto. In fact, only one
premium payment has been made from and after Giger’s investment in September, 2007, which
was paid by A&O in February, 2008, and that sole payment was for the quarterly premium due
back in June, 2007. Thereafter, no quarterly premium payments have been made that were due
in September and December 2007, or the premium payments due in March, June, September,
and December 2008, and March, 2009. Giger has also come to learn that if no further premiums
are received, the Mangione Policy will lapse on December 4, 2009 (See Exhibit 17 hereto),
which is more than two (2) years before PCI would be contractually required to pay off the
Mangione Policy pursuant to its bonding agreement. Making matters worse, without the return
of the cash value of the Mangione Policy, the premiums are now more than $30,000 per month
(more than double the planned premium) to maintain the policy. The lack of premium payment is

taking the policy to the verge of default. (See Exhibit 17)
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47. Upon further investigation, Giger also subsequently came to learn that A&O used
Midwest Medical Review, LLC (“Midwest Medical”) for the certification/verification of life
expectancy for each of the Policies issued in connection with the First Investments (See
Exhibit 18 hereto), but that the Sacramento, California office of the Securities and Exchange
Commission had filed suit against individuals and entities offering similar life settlement
investments who also utilized the services of Midwest Medical, wherein the SEC alleged, inter
alia, that Midwest Medical is owned and operated by George Kindness, a convicted felon, as
reflected by Exhibit 19 hereto.

48. In this same lawsuit brought by the SEC, PCI is identified as a dubious and
unlicensed bonding company, who has never been licensed to conduct insurance business
anywhere in the United States. (See Exhibit 19, pages 9 & 10).

49. Further, in that same lawsuit the SEC had a receiver appointed, Michael Quilling,
who has reported that in the case of the bonding issued by PCI for life settlement contracts
involved in that case, PCI has defaulted on all of its six (6) policies that it issued in California,
claiming they are “not active”. (See Exhibit 20 attached hereto).

50. Giger further came to learn that on December 21, 2007, the Illinois Department of
Securities issued a Temporary Order of Prohibition against A&O and affiliates, wherein it was
also disclosed that the National Accounts Director for A&O, Adley Wahab, the same individual
who made the written representations as to the First Investments sold to Giger, had been charged
with the felony of forgery of a financial instrument in the State of Texas in April, 2004, and had
been sentenced to five years of probation, and was on probation at the time he was offering for
sale and sold products on behalf of A&O. (See Exhibit 21 attached hereto) In that regard, Giger
has further come to learn that the United States Securities and Exchange Commission (“SEC”)

has also charged Wahab with fraudulently offering securities to elderly investors. (See Exhibit __
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attached hereto). Wahab has claimed his Fifth Amendment rights in an attempt to prevent the
SEC from deposing him in this proceeding. (See Exhibit 23 attached hereto). Wahab is also one
of the two members of A&O Life Fund, LLC from whom Giger purchased the Second
Investment. The other member is “A&O Life Fund Management, LLC”, whose only member in
turn is Russell Mackert (“Mackert”), an attorney with offices in Belaire, Texas. Mackert in turn
has claimed attorney/client privilege during his deposition before the SEC in the Wahab matter
where Wahab has invoked the Fifth Amendment. Accordingly, Wahab was aware that the SEC
was investigating him by the summer of 2007, which was prior to Giger’s Second Investment. In
addition, in the three months following Giger’s Second Investment, Wahab transferred $12.6
million to Mackert’s client trust fund account, which the SEC has claimed in its proceeding
against Wahab was an attempt to prevent the discovery of those assets. (See Exhibit 24 hereto).

51. Giger has also recently come to learn that A&O has settled with the Illinois
Department of Securities, acknowledging the sale of unregistered securities, and has been fined
for such activity. (See Exhibit 25 hereto) Since the payment of this fine, the SEC has requested
a freeze of all accounts related to Wahab, including any remaining amount of the $12.6 million
transferred to Mackert’s client trust fund account (See Exhibit 26 attached hereto). According to
Vernon Jones, the SEC receiver appointed in regard to the SEC charge of fraud set forth in
paragraph 50 above, approximately six hundred dollars remains in the trust account.

52. Giger also recently discovered that Houston TangleWood, who is the owner of the
Policies purchased with use of Giger’s funds provided as part of the First Investments, had its
corporate charter forfeited in Texas in July, 2008. (See Exhibit 27 hereto.) To date, Giger has
received no formal notice of any transfer of ownership or other report from Houston

TangleWood that would possibly explain why its corporate charter has been forfeited.
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53. Giger has also come to learn that the Dunn & Bradstreet financial rating was based
on uncontrolled and unverified data, and that PCI did not at the time and does not insure all
Hyundai cars imported to the United States, as previously represented by Defendants Ahmann
and Lange. (See Exhibit 13 attached hereto).

54. In the face of these and other concerns, in or about January, 2008, Giger demanded
that Defendant Ahmann produce the bonding agreement that PCI had executed in regard to the
Mangione Policy. However, when Defendant Ahmann finally produced same, it was obviously
not effective in that it was dated September 29, 2006, almost a year before Giger had even
entered into the Second Investment. (See Exhibit 28 hereto) When Giger pointed out this
obvious discrepancy to Defendant Ahmann, Defendant Ahmann simply said a mistake had been
made, and that he would get another bonding agreement re-issued with the proper date.
However, to date no such agreement has been produced.

55. Giger has also now come to learn that the second named insured individual on the
Mangione Policy had not passed away prior to his purchase, as Defendant Ahmann falsely
represented to Giger prior to the Second Investment.

56. Giger has further recently discovered that the “Server” policy, which was a
$600,000 investment as part of his First Investments on April 12, 2006, was a “Wet Paper”
policy (sold while the ink was still wet), in that according to the records sent to Giger by
Houston Tanglewood Partners at the end of February, 2009, the policy purchase date was April
1,2006. (See Exhibit 29 hereto) Being a “Wet Policy”, this policy could have been contested in
its first two years, since in the first two years of a life insurance policy is considered the
“contestable period”. If an insured dies in that first two years, the insurance company has the
right to deny the claim on the basis of a lack of an “insurable interest” or omissions of medical

conditions in the application process.

17



Case 1:09-cv-04060 Document1l  Filed 07/07/2009 Page 18 of 28

57. Finally, Giger has recently learned that the escrow company that held all the monies
of the First Investments, Bayou City Escrow, Inc., appears to be a constantly changing, thinly
organized entity:

a. whose name was changed two (2) months prior to Giger’s First Investments,
from “Spalding-Houston Properties Inc.”, to “Bayou City Escrow, Inc.” on or about
February 15, 2006;

b. whose address and suite for the escrow company was that of a law firm,
where a “John Spalding” was a senior partner;

c. that the identified “senior escrow officer”, Laura Spalding, who negotiated
Giger’s check for the First Investments, is presumably John Spalding’s wife; and

d. that Bayou City Escrow, Inc. then itself subsequently changed its name to
“First Houston Trust, Inc.” on October 30, 2007, and then “First Houston, Inc.” on
December 18, 2007. (See Exhibit 30 attached hereto).

e. Defendant Ahmann alleged that John Spalding sold similar life settlement
investments as Consolidated Wealth Management, LLC, who has filed an exemption

Section D with SEC to sell securities.

D. GIGER GIVES NOTICE OF RESCISSION AND DEMAND FOR RETURN OF HIS
INVESTMENTS

58. After receiving the above information, Giger, on or about first week in February
2008, at first informally requested that Defendants Ahmann and Pavek return Giger’s First and
Second Investments. Defendant Ahmann told Giger that such was not possible, but that others
he was working with might be able to re-sell it through either an existing company or a new
company to be formed. Giger informed Defendant Ahmann that he did not feel right to then be a
part of re-selling something which was sold to Giger on what Giger believed was a fraudulent

basis.
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59. Defendant Ahmann did state that a principal of Pavek, a Mr. James Hintz, wanted to
purchase and sell these bonded life settlements, but he could not find another reinsurance
company to replace PCI.

60. Given the failure of Defendant Ahmann or Pavek to repurchase these investments,
as first informally requested by Giger, on March 19, 2008 counsel for Giger formally gave notice
of rescission and demand for a return of Giger’s investments to Defendant Ahmann, Defendant
Lange, A&O (and its principals), Houston TangleWood (and its principals), and Pavek, a copy of
which is attached hereto as Exhibit 31. To date, this request for the return of Giger’s First and

Second Investments have been refused.

E. FILING OF FINRA CLAIM AS TO SECOND INVESTMENT

61. In or about January, 2009, Giger, pursuant to an arbitration clause contained in the
account agreement executed with Pavek as to the Second Investment, initiated an arbitration
proceeding (“FINRA Arbitration”) against Defendant Ahmann and Pavek, seeking rescission
and damages as to the Second Investment. Said FINRA Arbitration as to the Second Investment
remains pending and relief as to the Second Investment is not sought herein at this time as to
Defendant Ahmann, or Pavek. However, the subsequent misrepresentations as to the Second
Investment reflect Defendant Ahmann’s continued pattern of misrepresentations and falsehoods
as made with the First Investments, and therefore are material to the claims made herein as to the

First Investments.

COUNT I - UIOLATIONS OF SECTION 10(b) OF THE EXCHANGE ACT [15 U.S.C. §§ 781(b)]
AND SEC RULE 10b-5 [17 C.F.R. § 240.10b-5] PROMULGATED THEREUNDER

1-61. Giger realleges and incorporates by reference paragraphs 1 through 61 as if set forth

fully herein.
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62. CountI is brought pursuant to Section 10(b) of the Exchange Act, 15 U.S.C. 78j(b);
and Securities and Exchange Act Rule 10b-5 promulgated thereunder, 17 C.F.R. § 240.10b-5,
against Defendants Ahmann and Lange.

63. In violation of Section 10(b) of the Exchange Act and SEC Rule 10b-5, Defendants
Ahmann, Lange, JW Cole, and A&O Resource Management, LTD (through Houston
Tanglewood Partners, LLC), in connection with the sale of the First Investments, directly or
indirectly, by use of the means and instrumentalities of interstate commerce and of the mails,
employed one or more devise, scheme or artifice to defraud; omitted to state one or more
material facts to Giger necessary in order to make the statements made, in the light of the
circumstances under which they were made, not false and misleading; and engaged in one or
more act, practice, or course of business which operated as fraud and deceit upon Giger.

64. Specifically, Defendants Ahmann and Lange directly, and Defendant JW Cole,
through its agent Ahmann, and A&O intentionally or recklessly made the following
misrepresentations, and/or failed to disclose the foregoing facts subsequently coming to light to
Giger, as follows:

a. That A&O Resource Management failed to ever file a federal exemption D
prior to the sale of securities for Giger’s First Investments, and therefore sold
unregistered securities.

b. That A&O Resource Management failed to register with the State of Illinois
before its representatives, Defendants Ahmann and Lange, sold Giger his First
Investments.

c. That A&O Life Fund admitted to “cold calling” in the State of Illinois (see

Exhibit 25 hereto). Cold calling constitutes a general solicitation.
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d. That the State of Texas Department of Insurance had obtained a Cease and
Desist Order in November, 2006 against PCI, which any ordinary investor would have
found this as material, yet was not disclosed.

e. That PCI was not registered to do business anywhere in the U.S., and an
affiliated person had been convicted of conspiring to commit mail and wire fraud in
1997, and that PCI was the subject of a receivership and injunctive relief obtained by the
State of Florida.

f. That not all of the premiums due for the life expectancy of the insured
would be pre-paid, in full, using investor monies, as had been represented by Defendants.

g. That the owners of A&O had little or no experience in life settlements and
never worked in the institutional market for resale of life settlements to banks and hedge
funds.

h. That Midwest Medical Review, LLC was owned and operated by a
convicted felon, according to the SEC’s Sacramento Division.

i. That the SEC considered PCI to be a dubious and unlicensed bonding
company.

J- That PCI did not insure all imported Hyundai automobiles.

k. That Bayou City Escrow was not an established escrow company.

1. That the Server policy was a “Wet Paper” policy, and that Giger was never
explained the risks associated with a Wet Paper policy.

m. That the premiums for the Mangione policy were 6 months in arrears at the

time of Giger’s purchase.
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n. That A&O had not paid the premiums on the Mangione policy to the term
date and continues to fail to pay the premium, such that the policy will default if no
premiums are received by December, 2009.

65. Defendants’ material misrepresentations and/or failure to disclose these material
facts rendered Defendants representations in this regard false and misleading.

66. Defendants’ material misrepresentations and/or failure to disclose these material
facts rendered the offering of these documents presented to Giger false and misleading.

67. Defendant JW Cole is also responsible directly for these misrepresentations and
omissions made by Defendant Ahmann, and the damages suffered by Giger, pursuant to its
knowledge of the activities of its Registered Representative, Defendant Ahmann, and by virtue
of its failure to properly supervise Defendant Ahmann and maintain internal supervisory control
of Ahmann, as required by NASD Rules related to the supervision of its employees and affiliated
Registered Representatives.

68. Each of the material misrepresentations and/or omissions of fact alleged above was
material. Giger considered, and any similarly situated reasonable person or entity would have
considered, the facts as set forth above to be of material importance in deciding whether to
consummate the First Investments.

69. Giger would not have agreed to purchase the First Investments if he had known of
the facts as set forth above.

70. Defendants knew or recklessly disregarded the facts as set forth in paragraph 53
above.

71. Defendants knew or should have known that Giger would rely on the false and
misleading statements described above when he decided whether to invest in the First

Investments.
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72. In truth and in fact, Giger did in fact rely on these false and misleading statements
in connection with investing in the First Investments.

73. Defendants also had motive and opportunity to make these false and misleading
statements, by receiving income from the sale of the First Investments.

74. Defendants had a duty to state and disclose all material facts necessary to make the
statements made, in light of the circumstances in which they were made, not false and
misleading statements. Defendants failed to do so. As a result, Giger relied on these false and
misleading statements and purchased the First Investments.

75. As a direct and proximate result of Defendants’ direct and indirect omissions of
material fact, on which Giger reasonably relied and for which reliance is presumed, Giger has
been injured in his business and property in an amount in excess of $1 Million.

WHEREFORE, Dr. Charles Giger, respectfully prays for entry of judgment in his favor and
against Defendants James Ahmann, Gary Lange, JW Cole Financial, Inc., Adley Abdulwahab,
A&O Resource Management, Ltd., and A&O Life Fund, LLC:

(a) awarding Giger damages in an amount in excess of $1 Million;
(b) awarding Giger consequential damages, including but not limited to, the

costs together with the reasonable attorneys’ fees and expenses incurred by Giger as a

result of prosecuting this action; and

(¢) awarding Giger such other and further relief as the Court deems just and

equitable.

COUNT II - UOMMON LAW FRAUD AS TO FIRST INVESTMENTS

1-75.  For Count II of Giger’s Complaint, Giger incorporates herein paragraphs 1 through

75 above.
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76. The affirmative misrepresentations of material fact by Defendants Ahmann, Lange
and JW Cole as described above as to the First Investments, and their failure to disclose certain
other material facts as identified above, constitute common law fraud under Illinois law.

77.  Giger relied to his detriment on the affirmative misrepresentations and omissions as
outlined above, and would not have made the First Investments if the true facts were made
known to Giger.

78. Giger has been damaged by Defendants’ wrongful conduct as to the First
Investments in the form of lost principal, interest/return on investment, costs and fees.

79. Defendant JW Cole is also responsible directly for these misrepresentations and
omissions made by Defendant Ahmann, and the damages suffered by Giger, pursuant to its
knowledge of the activities of its Registered Representative, Ahmann, and by virtue of its failure
to properly supervise Ahmann and maintain internal supervisory control of Ahmann, as required
by NASD Rules related to the supervision of its employees and affiliated Registered
Representatives.

80. Based upon this fraud, Giger is entitled to a rescission of his First Investments from
Defendants, as well as a return of his principal, interest/return on investment, and costs and fees.

WHEREFORE, Dr. Charles Giger prays that as to Count II of his Complaint, his purchase
of the First Investments be rescinded as and against Defendants James Ahmann, Gary Lange, JW
Cole Financial, Inc., Adley Abdulwahab A&O Resource Management, Ltd., and A&O Life
Fund, LLC, based upon the foregoing, that he will be awarded such other damages to which he
may be entitled to, plus attorneys’ fees, expenses and costs and such other and further relief as
deemed appropriate, together with appropriate punitive damages commensurate with the

egregious behavior alleged above, all as against Defendants.
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COUNT III - UIOLATION OF ILLINOIS SECURITIES LAW OF 1953

1-80. For Count III of Giger’s Complaint, Giger incorporates herein paragraphs 1
through 80 above.

81.  Defendants sale of the First Investments to Giger constituted the sale of
“securities” for purposes of Section 2.1 of the Illinois Securities Law of 1953.

82. During the course of the sale of the First Investments, Defendants Ahmann, Lange
and JW Cole through its agent, Ahmann, made statements of material fact as alleged above
which were in fact untrue, and which Defendants knew were untrue.

83.  These representations and omissions were made with the intent that Giger rely
thereon in determining whether to make the First Investments.

84.  Giger did in fact reasonably rely upon the honesty and truthfulness of the
foregoing statements and omissions in deciding to make the First Investments.

85.  The foregoing representations and omissions were materially false and
misleading.

86.  Giger has demanded that Defendants pay him the consideration he paid for the
First Investments, but Defendants have refused same.

87.  Giger has suffered rescission damages and costs and expense as a result of
Defendants’ actions.

88. Defendants’ misconduct as set forth above constitutes a violation of the Illinois
Securities Law of 1953. Section 12 thereof finds the following acts to be violative of the Illinois

Securities Law:

F. to engage in any transaction, practice or course of business in
connection with the sale or purchase of securities which works or tends to work a
fraud or deceit upon the purchaser or seller thereof.
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G. To obtain money or property through the sale of securities by
means of any untrue statement of material fact or any omission to state a material
fact necessary in order to make the statements made, in the light of the
circumstance under which they were made, not misleading.

* * * * *

I. To employ any device, scheme or artifice to defraud in connection
with the sale or purchase of any security, directly or indirectly.

89. Defendant JW Cole is also responsible directly for these misrepresentations and
omissions made by Ahmann, and the damages suffered by Giger, pursuant to its knowledge of
the activities of its Registered Representative, Ahmann, and by virtue of its failure to properly
supervise Ahmann and maintain internal supervisory control of Ahmann, as required by NASD
Rules rela3ted to the supervision of its employees and affiliated Registered Representatives.

90.  Pursuant to Section 13 of the Securities Law, Giger is entitled to rescind his
purchase of the First Investments from Defendants, and he is entitled to other relief as provided
thereunder.

WHEREFORE, Dr. Charles Giger prays that as to Count III of his Complaint, his purchase
of the First Investments be rescinded as and against Defendants based upon violation of the
Illinois Securities Law, that he will be awarded such damages to which he may be entitled, plus
attorneys’ fees, expenses and costs and such other and further relief as deemed appropriate,
together with appropriate punitive damages commensurate with the egregious behavior alleged
above, all as against Defendants James Ahmann, Gary Lange, JW Cole Financial, Ltd., Adley

Abdulwahab, A&O Resource Management, Ltd., and A&O Life Fund, LLC.

COUNT 1V - CONSUMER FRAUD AND DECEPTIVE BUSINESS PRACTICES ACT

1-90.  For Count IV of Giger’s Complaint, Giger incorporates herein paragraphs 1 through

90 above.
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91. Defendants’ actions, misrepresentations and omissions were willful and performed
with malice, evil motive, and reckless indifference to the rights of Giger.
92. Section 2 of the Illinois Consumer Fraud and Deceptive Business Practices Act (the

“Fraud Act”), 815 ILCS 510/2, states as follows:

Unfair methods of competition and unfair or deceptive acts or
practices, including but not limited to the use or employment of
any deception, fraud, false pretense, false promise,
misrepresentation or the concealment, suppression or omission of
any material fact, with intent that others rely upon the
concealment, suppression or omission of such material fact . . . in
the conduct of any trade or commerce are hereby declared
unlawful whether any persons has in fact been misled, deceived or
damaged thereby....

93. Section 10a of the Fraud Act, 815 ILCS 505/10a, further provides that:

any person who suffers actual damage as a result of a violation of
this Act committed by any other person may bring an action
against such person. The court, in its discretion may award actual
economic damages or any other relief which the court deems
proper....

94. Defendants’ acts and omissions as alleged above constitute violations of 815 ILCS
505/2.

95. Defendant JW Cole is also responsible directly for these misrepresentations and
omissions made by Defendant Ahmann, and the damages suffered by Giger, pursuant to its
knowledge of the activities of its Registered Representative, Ahmann, and by virtue of its failure
to properly supervise Ahmann and maintain internal supervisory control of Ahmann, as required
by NASD Rules related to the supervision of its employees and affiliated Registered
Representatives.

93. Inasmuch as Giger has sustained actual damages as a result of Defendant Ahmann’s
violations of 815 ILCS 505/2, he is entitled to economic damages, and attorneys’ fees, pursuant

to 815 ILCS 505/10a.

27



Case 1:09-cv-04060 Document1l  Filed 07/07/2009 Page 28 of 28

WHEREFORE, Dr. Charles Giger prays as to Count IV of his Complaint for judgment
against Defendants for violation of the Fraud Act, in an amount equal to all economic damages,
costs and expenses, including reasonable attorneys’ fees incurred by him and resulting from said
fraudulent and deceptive business practices, in violation of 815 ILCS 505/2, together with
appropriate punitive damages commensurate with the egregious behavior alleged above, all as
against Defendants James Ahmann, Gary Lange, JW Cole Financial, Inc., Adley Abdulwahab,
A&O Resource Management, Ltd., and A&O Life Fund, LLC.

JURY DEMAND

PLAINTIFF demands trial by jury.

Respectfully submitted,

DR. CHARLES GIGER

By: /s/ David T.B. Audley
One of His Attorneys

David T.B. Audley

Carly M. Jones

Chapman and Cutler LLP
111 West Monroe Street
Chicago, Illinois 60603
312 845-3000
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