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Defendants.

COMPLAINT

TO THE HONORABLE JUDGE OF SAID COURT:

COMES NOW, Michael J. Quilling, in his capacity as Receiver for Megafund Corporation
and Lancorp Financial Group, LLC, (“Receiver”) and files this his Complaint against Gary McDuff,
individually and d/b/a Southern Trust Company and First Global Foundation, Robert Reese, and
Shannon McDuff and in support of such would respectfully show unto the Court as follows:

Parties

1. Michael J. Quilling is the Receiver for Megafund Corporation and Lancorp Financial
Group LLC, and other associated individuals and entities in an action pending before the United
States District Court for the Northern District of Texas, Dallas Division, the Honorablé Sam A.

Lindsay presiding.
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2. Defendant Gary McDuff, individually and d/b/a Southern Trust Company and First
Global Foundation, is an individual residing in Texas who may receive service of process at 1318
Minchen Drive, Deer Park, Texas 77536.

3. Defendant Robert Reese is an individual residing in California who may receive
service of process at 316 Mid Valley Center, #157, Carmel, California 93923.

4, Defendant Shannon McDuff is an individual residing in Texas who may receive
service of process at 1314 Minchen Drive, Deer Park, Texas 77536.

Jurisdiction and Venue

5. This Court has jurisdiction over the subject matter of this action because the stated
transactions involve Receivership Assets as described in the Court’s Order Appointing Receiver.
That Order states that all disputes relating to Receivership Assets must be filed in this Court.
Furthermore, this Court has subject matter jurisdiction, in personam jurisdiction, and in rem
jurisdiction under 28 U.S.C. § 754, § 1692, and Fed. R. Civ. P. 4(k)(1)(D).

6. Venue for this action is proper in the Northern District of Texas because: (1) this
action is ancillary to the SEC Proceedings pending in this District; (2) the Receiver was appointed
in this District; and (3) this action involves Receivership Assets within the meaning of the Order
Appointing the Receiver, requiring that all such disputes be filed in this District.

Appointment of Receiver

7. On July 1, 2005 the Securities and Exchange Commission (“SEC”) filed an action
against numerous individuals and entities accused of defrauding millions of dollars from investors.
That case is pending before the United States District Court for the Northern District of Texas in
Securities and Exchange Commission v. Megafund Corporation, et al., Case No. 3:05-CV-1328-L.

In connection with that case, the SEC sought to have a Receiver appointed for the Defendants and
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Relief Defendant. By Order dated July 5, 2005 the Court appointed Michael J. Quilling as Receiver
for Megafund Corporation and others. He has since continued to function in that capacity. The
Receiver filed notice of his appointment in the United States District Court for the Northern District
of California on July 8, 2005, as required by 28 U.S.C. § 754. That notice is on file the Clerk as CV-
05-80154-MISC.

8. The Court issued another Order on January 20, 2006 expanding the receivership to
include Lancorp Financial Group, LLC and appointing Michael J. Quilling to act as Receiver. He
has since continued to function in that capacity.

9. On May 11, 2006, the Court overseeing the SEC case issued an Order Reappointing
Receiver for all entities and individuals in receivership. On May 19, 2006 the Receiver filed notice
of his appointment in the United States District Court for the Southern District of Texas as required
by 28 U.S.C. § 754. That notice is on file with Clerk as 06-CV-206.

10. The Receiver now brings this action against the Defendants to recover assets
fraudulently transferred out of Megafund Corporation and Lancorp Financial Group, LLC.

Background Facts

11. Stanley A. Leitner (“Leitner”) operated a Ponzi scheme and fraudulent investment
program through an entity under his direction and control called Megafund Corporation
(“Megafund”). Leitner relied on friends and associates to solicit investors for Megafund in exchange
for commissions or other compensation. These investors sent money to Megafund’s accounts at
Wells Fargo Bank and SouthTrust Bank, believing Leitner would supervise those investments.
Leitner assured investors that their funds would be sent to a “Trader” to execute various trades on
their behalf and that their principal investments were never at risk. As Megafund received investor
funds, however, Leitner fraudulently diverted large amounts as Ponzi payments to previous investors
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and for other expenses not related to the investment program. Megafund was never managed in a
manner consistent with Leitner’s representations.

12. Gary McDuff (“McDuff’) was one of Leitner’s associates who helped solicit new
investors. He was instrumental in recruiting contributions from Lancorp Financial Fund Business
Trust (“Lancorp”), which ultimately became Megafund’s largest investor. Between February 2005
and May 2005, Lancorp sent $9,365,000.00 to Megafund on behalf of its numerous individual
investors. For his efforts, McDuff received $175,835.00 in compensation from Megafund plus an
additional $128,437.58 of shared “profit earnings” from Lancorp. Bank statements and corporate
records show that McDuff had these funds sent to accounts in the name of MexBank SA de C.V.
(“MexBank™), which were then transferred to various accounts at Cash Cards International, Inc.
(“CCI”) maintained by Gary McDuff, Shannon McDuff, and Robert Reese (collectively,
“Defendants™).

13. Assets from the Megafund Receivership Estate are clearly traced to Gary McDuff’s
home in Deer Park, Texas, as well as several accounts maintained by the Defendants. On April 26,
2005 Megafund wired $175,835.00 to MexBank’s account at CCI. The next day $170,000.00 of
those funds were forwarded to an account held by Gary McDuff/Southern Trust Company. From
there, McDuff used $152,401.55 to purchase his home at 1318 Minchen Drive in Deer Park, Texas,
and transferred another $11,500.00 to an account managed by Shannon McDuff/Secured Clearing
Corp. A summary of these transactions is attached and fully incorporated for all purposes as Exhibit
“A”.

14. Similarly, assets from the Lancorp Receivership Estate can be traced to various
accounts held by the Defendants. On March 29, 2005, Lancorp wired $128,437.58 to MexBank’s
account at Union Bank of California. Within a week, $70,000.00 of those funds were forwarded to
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an account at CCI managed by Gary McDuff/First Global Foundation. McDuff then distributed
$45,792.89 to Robert Reese/Excel Financial, Inc. and an additional $4,000.00 to Shannon
McDuff/Secured Clearing Corp. These transactions are also depicted in Exhibit “A”.

15. These assets, including the house at 1318 Minchen Drive, are undoubtedly proceeds
from Ponzi scheme commissions and, therefore, fraudulent transfers as a matter of law.
Accordingly, Defendants have no legitimate claim to these assets and must surrender them to the
Receivership Estate.

COUNT ONE

Constructive Trust & Disgorgement

16. The Receiver incorporates paragraphs 1 through 15 set forth above, as if set forth
verbatim herein.

17. In his capacity, the Receiver has a claim and interest in funds belonging to the above-
named parties, along with any transfers, benefits, proceeds, or their equivalent value that can be
traced to those funds. The funds paid to and obligations satisfied on behalf of Defendants constitute
and are directly traceable to the funds of the defrauded investors. As such, they are impressed with
a constructive trust and constitute Receivership Assets. Defendants should be required to disgorge
their ill-gotten gains.

18. Pursuant to principles of equity, the Receiver seeks the imposition of a constructive
trust upon all funds paid to Defendants and any property purchased, directly or indirectly, with those
funds. The Receiver seeks disgorgement of all such assets, including the property at 1318 Minchen

Drive or, alternatively, a money judgment in an amount equal to the funds received.
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COUNT TWO

Fraudulent Transfer

19.  The Receiver incorporates paragraphs 1 through 18 set forth above as if set forth
verbatim herein.

20. The Megafund investment program was fraudulent and a Ponzi scheme.
Consequently, all funds and benefits Defendants received from Megafund—either directly or through
Lancorp—constitute fraudulent transfers. The Receiver is entitled to recover those assets or their
proceeds from Defendants or, alternatively, a money judgment in the amount of funds received.

COUNT THREE

Fees, Expenses, Costs and Interest

21.  The Receiver incorporates paragraphs 1 through 20 set forth above as if set forth
verbatim herein.

22.  As a direct result of the conduct of Defendants, as alleged above, it has been
necessary for the Receiver to file this action. The Receiver sues for all costs, expenses, attorneys’
fees and pre-judgment and post-judgment interest to which he is entitled under the law or at equity.

WHEREFORE, PREMISES CONSIDERED, the Receiver prays that upon final trial hereof
the Court enter judgment in favor of the Receiver and against Defendants as follows: (1) $15,500.00
from Shannon McDuff, Individually and d/b/a Secured Clearing Corp.; (2) $45,792.89 from Robert
Reese, Individually and d/b/a Excel Financial, Inc.; and (c) $242,979.69 from Gary McDuff,
Individually and d/b/a Southern Trust Company and First Global Foundation. The Receiver further
prays that the Court order Gary McDuff, Individually and d/b/a Southern Trust Company, to
surrender the property at 1318 Minchen Drive in Deer Park, Texas, for resale by the Receivership

Estate as a credit toward the judgment owed. Finally, the Receiver prays for pre- and post-judgment
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interest, attorneys’ fees, costs of court, and for such other and further relief, general or special, at law

or in equity, to which the Receiver may show himself justly entitled.

Respectfully submitted,

QUILLING SELANDER CUMMISKEY & LOWNDS, P.C.
2001 Bryan Street, Suite 1800

Dallas, Texas 75201

Telephone (214) 871-2100

Facsimile (214) 871-2111

o A C) (L

Micfael J. Qu'fﬁing

State Bar No. 16432300
Email: mquillin sclpc.com
D. Dee Raibourn, III

State Bar No. 24009495
Email: draibourn@gsclpc.com
Brent J. Rodine

State Bar No. 24048770
Email: brodine@gsclpc.com
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EXHIBIT “A”

- acct. no. 2682315323

3/29/05
$128,437.58

Union BankiofiCaliformid’
acct. no, 2161011776

4/5/05
$70,000.00

“First Global Foundation .

Cash Cards Intemationgl
acct, no. 175165

"/

4/6/05 4/22/05
$45,792.89 $4,000.00

obert Reese/
Excel Financial, inc.

4/29/05 — 5/3/05
$11,500.00

4/26/05
$175.835.00

MexBank SA. de'C:V

Cash Cards Internatioriél
acchino: 336463

4/27/05
$170.000.00

Goary McDuff /.
Southem Tust Company

Cash Cards Intemnational -
acct. no. 186074..

4/27/05
$152,401.55
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