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SARDAUKAR HOLDINGS, IBC AND
BRADLEY C. STARK,
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V.

HANS TSCHEBAUM, MICHAEL
TSCHEBAUM, and PALACE
INVESTMENTS, INC,,

Defendants.
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§

APPENDIX TO PLAINTIFF’S MOTION FOR SUMMARY JUDGMENT

Respectfully submitted,

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

Michael J. Quillin

State Bar No. 1643300
Email: mquilling@gqsclpc.com
Brent J. Rodine

State Bar No. 24048770
Email: brodine(@gsclpc.com

ATTORNEYS FOR PLAINTIFF
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CERTIFICATE OF SERVICE

On the 12™ day of May, 2006 a true and correct copy of the above and foregoing was sent via
first class mail, with full and proper postage prepaid thereon, to:

Bruce Claycombe

Geary, Porter & Donovan, P.C.
16475 Dallas Parkway, Suite
500

Dallas, Texas 75001-6837

Brent=Fodine
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Brent Rodine

From: Brent Rodine

Sent: Thursday, May 04, 2006 3:42 PM

To: Bruce W. Claycombe; Micah R. Hurt

Cc: Michael Quilling; Clark Will; Michael Clark
Subject: Palace Investments, Inc. - service of process

Attachments: Amended Complaint.pdf

Dear Mr. Claycombe:

When we spoke this afternoon, you agreed to accept service of process for Palace Investments, Inc. Please find
a copy of the Amended Complaint attached. Based on this e-mail and our earlier conversation, the Receiver
considers Palace Investments to have been served effective today.

Should you have any other questions, please do not hesitate to call.
Sincerely,

Brent J. Rodine

QUILLING SELANDER CUMMISKEY & LOWNDS
2001 Bryan Street, Suite 1800

Dallas, Texas 75201

E-mail: brodine@qgsclpc.com
Direct line: (214) 880-1653

5/9/2006
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

MICHAEL J. QUILLING, RECEIVER FOR
SARDAUKAR HOLDINGS, IBC and
BRADLEY C. STARK,

Plaintiff,

HANS TSCHEBAUM, MICHAEL
TSCHEBAUM, and PALACE
INVESTMENTS, INC.,

§
§
§
8
§
§
v. §  Civil Action No. 3:05-CV-1465-L
§
§
§ (Jury Trial Demanded)
§

8
Defendants. §

DECLARATION OF MICHAEL J. QUILLING, RECEIVER, IN SUPPORT OF
PLAINTIFF’S MOTION FOR SUMMARY JUDGMENT

I, Michael J. Quilling, the Receiver in the above-captioned matter, do hereby declare under
penalty of perjury and in accordance with 28 U.S.C. § 1746 that the following is true and correct,
that this declaration is made of my personal knowledge, and that I am competent to testify as to the
matters stated herein.

1. I am the duly appointed Receiver for Sardaukar Holdings IBC, Bradley C. Stark, and
other related entities and individuals named as defendants in Securities and Exchange Commission
v. Megafund Corporation, et al., Cause No. 3:05-CV-1328-L (the “SEC Proceeding”), pending in
the United States District Court for the Northern District of Texas.

2. On July 5, 2005 the Court entered its Order Appointing Receiver, which authorized
me to investigate, collect, liquidate, and preserve assets of the Receivership Estate. That Order was

amended on July 19, 2005 to include additional defendants.
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3. In my capacity as Receiver, [ have investigated virtually all aspects of the Sardaukar
Holdings, IBC (“Sardaukar”) investment program. I have seized all known bank accounts,
subpoenaed records, interviewed numerous principals and investors, and investigated the underlying
transfers and purchases from the Receivership Estate’s assets. Through these efforts, [have acquired
personal knowledge of Sardaukar’s operations as well as the funds transferred to or on behalf of
Hans Tschebaum, Michael Tschebaum, and Palace Investments, Inc.

4. Pursuant to the Order Appointing Receiver, [ initiated this ancillary case against Hans
Tschebaum, Michael Tschebaum, and Palace Investments, Inc. to recover funds sent to those parties
from Sardaukar as more than $1,000,000.00 in cash plus a 2005 Maserati Quatraporte (“‘Maserati”)
purchased for $141,675.71.

5. Sardaukar’s account statements from JPMorgan Chase Bank, N.A. provide a record
of each transaction underlying this suit. That account was Sardauakar’s primary account, where
Stark deposited all known contributions from investors. The account statements, however, are
voluminous so I directed an accountant to prepare a spreadsheet summary which is attached and
incorporated for all purposes as Exhibit B-1. Those records confirm the following transfers of

Receivership Estate funds:

Date Amount Recipient Note
10/27/04 $20,000.00 | Michael A. Tschebaum | payment to personal account with Charles Schwab
11/24/04 $256,000.00 | Michael A. Tschebaum | payment to personal account with Charles Schwab
12/17/04 $50,000.00 | Michael A. Tschebaum | payment to personal account with Charles Schwab
01/07/05 $8,237.00 | Michael A. Tschebaum | payment to personal account with Charles Schwab
02/09/05 $30,000.00 | Ferrari of Beverly Hills | towards purchase of Maserati
02/09/05 $111,675.71 | Ferrari of Beverly Hills | towards purchase of Maserati
03/24/05 $500,000.00 | Palace Investments payment to corporate account with Charles Schwab
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Date Amount Recipient Note
04/15/05 $47,000.00 | Palace Investments payment to corporate account with Charles Schwab
05/26/05 $121,000.00 | Palace Investments payment to corporate account with Charles Schwab
TOTAL: | $1,143,912.71

6. The financial records, along with my investigations, show that these transfers
ultimately benefitted the Defendants. First, the payments to Michael Tschebaum went to his
personal brokerage account. Second, Hans Tschebaum, his counsel, and Brad Stark have all
indicated that Hans Tschebaum controls and regularly possesses the Maserati. Although the
purchase agreement lists Administrative Specialists as the vehicle’s buyer, Michael Tschebaum
signed those documents and listed himself as president of the company. Third, Palace Investments
1s an entity controlled by the Defendants and Michael Tschebaum acts as its director, registered
agent, and account signatory. In addition, Defendants themselves admit receiving the first six
payments substantially as described in the Complaint but insist they represent “‘commissions’ earned
from the Sardaukar investment program.’

7. Sardaukar, however, never generated any investment revenue—it was simply a Ponzi
scheme. A Ponzi scheme exists where a company’s only real income is from the new contributions
of investors. Sardaukar was an unlicenced investment broker created and controlled by Bradley C.
Stark (““Stark™). Stark and his associates recruited investors by promising high-yield returns and had
them send funds to Sardaukar’s account at JPMorgan Chase Bank, N.A. As Sardaukar received
those funds, however, Stark systematically diverted large amounts to benefit himself, his friends, and

his family — including the Tschebaums. What principal remained after Stark’s spending sprees and

' The remaining three payments were to Palace Investments, which has not yet filed a responsive pleading addressing
those transfers.
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handouts were commingled and used to pay “returns” to earlier investors. This kind of arrangement
illustrates a classic Ponzi scheme.

8. Sardaukar’s bank records from JPMorgan Chase establish the existence of a Ponzi
scheme. They show that: (1) investor funds constituted virtually all of Sardaukar’s revenue; (2)
those funds were commingled and used for personal expenses rather than legitimate invgstments;
and (3) any investment “returns” to earlier contributors were actually Ponzi payments from the
commingled funds of later contributors. Through my investigations, interviews, and from
admissions of Brad Stark and his counsel, I know that the list of Sardaukar investors includes not
only individual contributors, but numerous entities like CIG, Ltd., CDB&B Investors, Inc., Clover
Investment, LLC, International Consultants & Referrals, and Investment World, Inc. Their
contributions were commingled the same as other investors and applied toward Ponzi payments and
personal expenditures.

9. The Defendants have never disputed the existence of this Ponzi scheme and freely
admit receiving these payments from Sardaukar. As illustrated above, those payments are easily
traced to the contributions of Sardaukar investors and should be returned to the Receivership Estate.

I declare under penalty of perjury and in accordance with 28 U.S.C. § 1746 that the foregoing
is true and correct.

EXECUTED in Dallas, Texas this M day of )\ 2006.

Michael J. Qﬁ-i-l’ling, eceiver
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