Case 3:08-cv-00526-L Document 48 Filed 07/13/15 Page 89 of 112 PagelD 840

EXCERPT
11

DEFENDANT’S MOTION FOR LEAVE OF COURT TO FILE

SUPPLEMENTAL EVIDENCE IN SUPPORT OF GARY L. McDUFF’S RULE 60 (b) (d) MOTION

CIVIL ACTION NO. 3:08-CV-526-L - SEC v. McDUFF, et al

16-10691.840




.18:00

18:00

Case 3:07-cr-00261-G Document 61 Filed d10/20/08 P%gaeg gsggf 228 PagelD 1214

Case 3:08-cv-00526-L Document 48 File

07/13/15 of 112 PagelD 841
FRANK - DIRECT - OGAN 628

THE COURT: I think that will work out fine with
our daily schedule if we take another five minutes between
them and your first witness takes thirty minutes.

(Recess)

THE COURT: Ladies and Gentlemen, the government
has rested its case which means it has now presented all
the evidence it wishes us to consider in support of the
allegations against Mr. Leitner in the indictment. You
will remember going back to the beginning of the trial
when I described to you the order of proceedings, I told
you that after the government had presented all of its
evidence the defendant would have the opportunity,
although not the obligation, to present any evidence that
he wishes us to consider.

Mr. Ogan, do you have evidence to present on
behalf of Mr. Leitner?

MR. OGAN: Yes, your Honor.

THE COURT: Who will be your first witness?

MR. OGAN: The defense will call Larry Frank.

LARRY FRANK

DIRECT EXAMINATION

BY MR. OGAN:

Q Mr. Frank, would you state your name for the
record?
A Larry W. Frank.
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Q Do you live in this area?
A Denton, Texas.
Q And what do you do for a living, Mr. Frank?

A I work at Liberty Christian School, coach the
golf teams there, been associated with them since 1988.

Q And what sort of other employment have you had
in the past or business experience?

A I played professional baseball back in the
seventies. Building and development. In the early
seventies just had venture things in real estate with
other men. Served on several boards of which one board
was advisory, Cilak International.

Q Who is or was the head of Cilak Inte;nationa;?

A That was James Rumpf.

Q Also Jim‘Rumpf? -

A Jim Rumpf.

Q What sort of things did you do in conjunction
with Mr. Rumpf or Cilak?

A In serving on the advisory board in 2003 in the
end of May and 2004, I was employed with Liberty.as the
golf coach and the development market for raising funds
for our new campus. We restructured the development
department in 2004, and a gentlemen by the name of John --
and I can't think of his name was the assistant to Mr.

Rumpf. He left to go back to Tennessee due to illness in
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his family. I was serving on the advisory board, and Mr.

“ﬁeggi knew that I was no longer in the development party

at Liberty and asked me to come to work a?_Cilak. And not
S TR TR T e e VA S

to interfere with the golf coaching in the afternoon but

to take care of food ministries and health ministries.

And in that same month of June he asked if I would

e the tuceenye B RAETE W ac s e

die or anything happen to him and he became inqapac;tgtgdf

Q So you served in that capacity?
A Yes, sir.
Q And if something happened to Mr. Rumpf you would

have been the person to stand in his shoes and continue
the operations?

A At that time, yes, sir.

Q And is it pretty fair to say that you knew the
operation well and were pretty involved with it?

A To the extent the main thing I took care of was
the food ministry and the outreach. I_w;suprényEg §p§w

“

function of actually dealing with Mr. Stark and Sardukar

Holdings torsqmgmg§ggp;; I had at thé time é‘copy of the
fécérdé én a large blue stick from Mr. Rumpf. So each
week he would cover whatever happened, and he gave me a
copy of that.

Q And you would keep that kind of as a safety

measure or a back-up device?
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ever come up in any of your conversations?

A No, :sir;.
PR T Ry S
Q Did you speak at one point with someone from the

SEC, the Securities and Exchange Commission?

A ile it

G T NE A S Y

A Mr. SteveVCortesh (phonetic) in Fort Worth.

Q Ddd younhe;e a rather lengthy discussion with

him about your knowledge?

A About four and a half hours.
Q Did the issue of insurance or whether in fact
there was insurance that Mr Rumpf had - dld that toplc

come up w1th them°

A Yes, sir.
Q And dld you brlng an 1nsurance pollcy w1th you°
A I brought a copy of the 1nsurance pollcy, a copy

of an enforcement letter from the Chicago Board of Trade
and then a copy of two wiring 1nstructlons; and I.h
discussed those with Mr. Cortesh, andrhewse%d a;;'gfrph9§g
were fraudulent:

MR. STOKES: Your Honor, object to hearsay.

THE COURT: Sustained.
BY MR. OGAN:

Q Without going into what you said you did reveal,

you had the documents and you had them available if they

UNITED STATES DISTRICT COURT
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.18:00 1 wanted them?
2 A They were discussed at the table with my
3 attorney. Mr. Rayburn was there from the receiver's
4 office. A young lady, blonde-headed, from the SEC and two
5 other people besides my attorney.
6 Q And the insurance policy that you are referring
7 to;, wkgt company_was_ip thgt issued:that“;nsu;apce po;igy?
8 A Ibbelieve it was ACE.
2 Q ACE Insurance Company?
10 A Yes, sir.
il Q Let me show you what has been marked as
12 Defendant's Exhibit 15 and have you take a loock at that.
i3 Does this appear to be a true and correct copy of the
‘ 24 insurance policy that you are referring to? ;
18:00 “15 A To the best of my knowledge, yes.
16 MR. OGAN: Your Honor, I move the admission of
19 Defendant's Exhibit 15.
18 MR. STOKES: No objection.
9 THE COURT: Defendant's Exhibit 15 is
20 admitted.
21 BY MR. OGAN:
22 Q Could you tell the jury a little bit about how
i 23 »;t.is tpat_ng initially would have found out about this
E 24 policy or come into possessign of'thi§ po;;cy?n
25 A Originally, I got this poliﬁy as a cépy for my
e
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.18:00 1 files because I was overseer of a corporation that did
2 outreach, and I had twentyfsix partners or f;?ends:thap_we
3 had»money yithwcilakrwho was also returﬁing profits-to us.
< So working there in the office, serving on the board, I

5 asked Mr. Rumpf for a copy of that for the TGC file.

6 Q And it's a little bit fuzzy on the screen. Can
7 you see that?
8 A Yes, - sir,
9 Q Maybe we could enlarge just the narrative part
10 in the middle. Maybe it's worse.
i 11 A I can't read that.
; 12! Q Is it your understanding that this policy
. 13 supposedly insured for any loss sustained or incurred by
14 reason of -- It states title to the account or interest
18:00 15 described in Schedule A. It goes on to any defect or lien
16 or incumbrance on the account, unmarketability of the
i7 account. Securities, lack of right to access to and from
18 the account and -- It mentions title to the account or
29 interest described in Schedule A, and then a couple of
20 pages in under Schedule A,‘upﬁe:Tp§ggugg;iiﬁﬂﬁgaiaﬁxﬁqwggg
21, itr;£§§? | n
22 . A Sardukar ggldings,”IBC.‘
23 Q And who do you know to have been affiliated with
24 Sardukar Holdings?
e R Bhat uas Drddh Seasks
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.18:00 1 Q And what's your xunfjerstan_dihng 'qt" his afti‘;’ia't)ipn
2 with Mt.vRampf? | - ot
3 B A‘ He wasrpgrpgrted_torbala_li;enaggﬁt;ader, and he
4 had entered a description agreement with Mr. Rumpf for the
5 benefit of trading funds.
6 Q So the name of the 1nsured, Sa;dgkaxﬂgqidinga(
7 title to the account vested. in2. | e P
8 P AA' That a Cllak Internatlonal
9 Q And that s C i— l -a- k°
10 A Yes, sir.
1k Q And yhgsa operation was that?
2 A James Rumpf.
. %3 Q Do >you know what Cilak stands for?
14 A Christ is Lord and King.
18:00 15 Q And that was and is Mr. Rumpf's organization?
16 A That's the organization he was the overseer of.
17 Q And it says the property described in this
18 policy is described in Chase Investment Corporation, gives
9 a brokerage account, Cilak”itternatgqna;_anq?§atdakar¢aw
20 Holdings? e
21 A Yes.
22 Q What was your understanding about what these
23 insurance accounts that Mr. Rumpf supposedly had were for?
24 A I think it was to cover the actual account there
25 at the bank. I had not read that entire policy until my
@
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attorney and I read it when we went to the SEC. So it was

e

my understandlng that Stark was 1nsur1ng the pollcy for

a0 i ER S R A (s TR T

the beneflt of 1t not belng depleted or moved for the

beneflt of Cllak

Q And»are you aware in some of the financial
dealings that Cilak had -- for instance 1n hlS deallngs
with Mr. Leitner -- that Rumpf stated that‘;hg account was

insured, that the deposits were fully insured?
A Yes, sir.

D

#7

Q Was”this type insu;ance policy suppqsedly the
insurance on those accounts?r e o

A ?es, sir:

Q Did you believe when these insg;apce poli;ies
were made known to you that they were legitimate and
really there :o insure these accounts?

A Xes, sir:

Q Did you ever have conversations with Mr. Stanley
Leitner about these insurance policies and the validity of
these policies?

A Mr. Leitner asked Mr. Rumpf for a copy of that
policy. Mr. Rumpf made --

MR. STOKES: Objection, the answer is
nonresponsive to the question.
THE COURT: Sustained. Repeat the question

please Mr. Ogan.
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BY MR. OGAN:

Q Did you have dlSCUSSlOﬂS yourself w1th Mr

SR SRR T

Leltner about thls 1nsurance pollcy°

A I took nim a copy of the policy.

Q “Apd_ghat was in}response tq‘wyat?

A M;f Leitner's request. i

Q A#d his request of Mr. Rumpf?

A r¥es, sir.

Q VWa§ Mr. Leitner pleased when you gave him the
e 43 S— e e R

“‘ A Yes.
Q Was it something he was excited about or just a

run-of-the-mill inquiry?

A I don't recall.

Q After this trial had begun, did you receive an
inquiry about whether you might have copies of the
insurance policies? Do you remember getting a call about
that?

A No, sir.

Q How was it that you happened to be able to
locate this document?

A That document has been in a box folder of my
attorney's papers from the time I went to the SEC office.
Mr. Rayburn was there. Those documents were discussed. I

took those documents back with me. There were copies of

CASSIDI L. CASEY, CSR, 214-354-3139
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mine for TGC and people that had money in there. Those
documents were never discussed with me outside of the Fort
Worth office personally since then.

Q And you indicated that it just never came up
when you spoke with the people at government's counsel

table here?

A No, sir.

Q Tell Fhe jury how it is that you know St;nley Al
Leitpeg? | | | |

A I met Mr. Leitner over at IGI which was a

company over in Carrollton that he was either the
president or CEO of. There was a gentlemgq by ;he name oﬁ
Greg Harris. Greg Barr%s and I‘kﬁew eacﬁ ophé; sincer
1993. He had 21st Century Products, and I bought
supplements from him in Fort Worth. Wg‘weye”f;igndf, and
Greg asked me to come over and take a look at IGI because
it was a marketing situation with art, and so I went over
and met with Greg. Came back another time and he asked me
what I was doing, and I told him I was handling the food
ministry and stuff at Cilak, and he asked what was that,
and I explained it to him, and he said how is that done,
and I explained to him that there were partners that had
money invested and the profits off the returns were
feeding people. And then he asked me —- he said I don't

know if Mr. Leitner would be interested, but the next

CASSIDI L. CASEY, CSR, 214-354-3139
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B3e, XA

from Mr. Leitner when he was trying to get a hold of this

guy Sta:k?
| A Yes, sir.
Q And do you remember about when that was?
A I believe it to be in the month of igﬂ3(3£3299§‘
Q And do you remember where Mr. Leitner called you
from?
A He cal;ed me from Caliﬁo;nigi
Q ‘A;avwhat was it that he waé frying to accomplish

out there?

A He was trying to locate and talk personally to

Bradly Stark.

Q Did he seem to be having any luck with it?
A No, sir.
Q At some point did you fly out there to assist

him or to be with him?
A No. I actually gave him a number of a gentlemen
that was associated with Stark. Mr. Tishbaum, I think

that was his name.

Q Did you at some point go out there yourself?
A Yes, sir.
Q Can you tell the jury about that?

A I flew —- Mr. Leitner called me and said that he
had located Mr. Stark and he was going to have a meeting

with him, and I asked him could I flyvout there. Before I

CASSIDI L. CASEY, CSR, 214-354-3139
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told him I would, I called Mr. Rumpf and told him that
wanted to go attend that‘mgeting}ﬁ_oge, to see if‘hgjsi
going to pay Megafund, and 2, to see about the account

balances and why he hadn't communicated with Mr. Rumpf. I

believe the meeting was at the Doubletree Hotel.

Q Did Mr. Leitner attend this meeting?
A Yes.

Q What was the atmosphere?

A

,Mrf Sta;k seemed apprehen§ive‘to any
discussions. He came in and Mr. Leitner asked‘me if he
could spé%k to Mr. Stark alone, and I said that's fine.

Q Did they go off and have a meeting together?
They set down in the foyer or a part of the hotel. I set

probably as far as here to the door. They had a long

discussion, and when they were through I askeq“Mr.

B

Stark -- I said I need three things answered on behalf of

Jim Rumpf. One, are you going to pay this gentlem%p.

Two, what is the account balance and why have you not

TSR

{

communi;ateq.
| Q And without going into the answers that you
received, were you satisfied with the answers you
received?

A Not in the very beginning. But he pulled out a
letter that was from the Chicago Commodities Trading Board

or something that was an enforcement type of letter and

CASSIDI L. CASEY, CSR, 214-354-3139
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eighty thousand dollars, and I covered all of that at the
SEC meeting.

Q You personally covered that?

A I covered the information. Your first gquestion
was did you talk about this entity at the SEC. We went
through each one of those investors.

Q Well, my last question was, how did your
investors come ogt»in your program, anohiAbeiieve you

indicated that a number of them lost money. Is that

correct?
A Yes, sir.
Q Was that discussed with the SEC when you went

there with your attorney?
A Yes, sir.

Q Why 15 your program not a Ponzl scheme and

1nstead a legltlmate 1nvestment° Why is it not a Ponzi

scheme? Do you know what that means?
A Well, I didn't increase my revenue by taking

someone else s money and return 1t to other 1nvestors.

et

Q You»forwarded all the money to Mr. Rumpf?
A Yes, sir.
Q Now, if Mr. Leitner forwarded all the money to

the investors and kept twenty or thirty percent of it,
would he be in compliance with the agreement with Mr.

Rumpf ?
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