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TO ALL PARTIES AND THEI R ATTORNEYS OF RECORD:

PLEASE TAKE NOTI CE that on June 11, 2007, at 10:00
a.m, or as soon thereafter as counsel may be heard in
Departnent 10A of the above-nentioned court, |ocated at
411 West Fourth Street, Santa Ana, California, Plaintiff,
United States Securities and Exchange Conmi ssion (the
“Commi ssion”), wll nove the Court to approve its Mtion
for Plan of Partial Distribution, Establishnment of a Bar
Date for the Filing of Clains and Deadline for Property
El ection (the “Mtion”).

The Comm ssion proposes that a portion of the funds
mar shal ed by the Receiver be distributed. The Conm ssion
proposes that nost investors share in a pro rata
distribution of the funds, wth certain investors given an
option to opt out of a pro rata distribution in exchange
for obtaining a | ot upon which they hold a deed of trust.
The Comm ssion al so proposes that the Court set a bar date
for the filing of clainms pursuant to the plan of
di stribution and that a date be established for the
el ections that a detailed in the plan of partial

di stri bution.
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The Comm ssion’s plan of partial distribution
recommends that a distribution be nmade on an investor’s
cash investnent, less any funds returned to the investor
fromthe Carolina Conpany. The Plan al so excludes from
participation certain individuals and entities, including
t he defendants and their famlies, Carolina Conpany
enpl oyees and sal espeopl e, and ot her individuals who
shoul d not participate because it would be inequitable to
allow themto participate.

The Commi ssion’s plan of partial distributionis fair
and equitable. It recognizes that The Carolina Property
shoul d be sold as a single unit, effectively maxim zi ng
the return to all shareholders. It permts individuals
who hol d trust deeds encunbering lots on the property
surrounding the Md South Golf Cub and The National C ub
to elect to receive the lot which is encunbered by a trust
deed held by that individual or individuals. |Individuals
choosing to participate in the general pro rata
distribution will release their trust deed.

Notice of this Motion wiill be given to all affected
parties, including those excluded fromparticipation in

the plan of partial distribution. Notice will be given by
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first class mail, a posting upon the Receiver’'s website
and publication of a notice in the Los Angeles Tines, the
Orange County Regi ster and USA Today newspapers.

The Comm ssion’s Mdtion is based upon the acconpanyi ng
menor andum i n support of this Mdition, the Plan of Parti al
Di stribution and exhibits attached thereto, the
Decl arati on of Thomas A Seaman and upon such additi onal
evi dence and oral argunent as the Court may consider in
connection with this Mtion.

Any memoranda in opposition or objections to the Plan
should be filed with this Court and served upon the
Commission, the Defendants and the Receiver no later than
14 days prior to the hearing date set for the Plan.
Responses to any memoranda in opposition or objections
shall be filed and served no later than seven (7) days
prior to the hearing date set for the Court’s

consideration of the Plan.

Dat ed: May 14, 2007

U S. SECURI TI ES AND EXCHANGE COWM SSI ON

By

Thomas M Mel t on
Karen L. Martinez
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MEMORANDUM | N SUPPORT OF MOTI ON FOR APPROVAL OF PLAN OF
PARTI AL DI STRI BUTI QN, ESTABLI SHVENT OF A BAR DATE FOR THE
FI LI NG OF CLAI M5 AND DEADLI NE FOR PROPERTY ELECTI ON

. 1 NTRODUCTI ON
The Securities and Exchange Comm ssion (the
“Comm ssion”) hereby noves this Court to grant its Mtion
for Approval of Plan of Partial Distribution,
Est abl i shnent of a Bar Date for the Filing of O ainms and
Deadl i ne for Property Election (“Mtion for Approval”).
On February 16, 2006, the Conm ssion brought an action
agai nst Lanbert Vander Tuig (“Vander Tuig”), Jonathan
Carman (“Carman”) and The Carolina Devel opnent Conpany,
Inc. (“Carolina Conpany”) (collectively, the “Defendants”)
al I eging nunerous violations of the federal securities
| aws in connection with a Ponzi schene that attracted
i nvestments of nore than $52 mllion. That sane day, the
Court granted an ex parte tenporary restraining order and
asset freeze against all defendants restraining themfrom
future violations of the federal securities | aws and
freezing their assets. The Court also entered an Order
appointing a receiver for Carolina Conpany on that date.
The Carolina Conpany offered and sold unregistered

securities through fraudul ent sales practices. The
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Carol i na Conpany offered shares to individuals at prices
bet ween one and six dollars per share. The share price
was arbitrary, dependi ng upon the cash needs of the
Carolina Conpany at the tine. Sone investors were offered
the opportunity to obtain shares and were given a trust
deed on lots | ocated around three golf courses in the

Pi nehurst, North Carolina area. Qher investors obtained
deeded | ots around one of the three golf courses through
t ax- advant aged exchanges pursuant to Section 1031 of the
United States Tax Code. Sone funds were returned to

I nvestors by the Carolina Conpany in the form of

“di vidends” or interest paynents. |In reality, these
returns were proceeds fromlater investors.

The Court granted the Receiver, Thomas A. Seaman, the
power to marshal and take control of Carolina Conpany’s
funds, assets and property. The Receiver is continuing to
pursue recovery efforts from professionals associated with
the Carolina Conpany, from sales agents of the Carolina
Conpany who recei ved comm ssions, and fromthe principals
of the Carolina.

The Comm ssion believes that making a parti al

distribution is not only appropriate at this tine, but in
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the best interest of the Carolina Conpany investors. The
Recei ver should nmake a partial distribution on a pro rata
basis, as set forth in the acconpanying Plan of Parti al

Di stribution. Accordingly, the acconpanying Pl an

I dentifies a proposed process for the paynent of clains of
defrauded i nvestors and the excl usion of certain
distribution claimnts on the basis of their relationship
to the Carolina Conpany or its principals or their status
as pre-receivership trade creditors. Therefore, the

Commi ssion respectfully requests this Court to approve the
Plan of Partial Distribution.

ITI. STANDARD OF REVIEW

In formulating a plan of distribution, the Commission
must propose a plan that is fair and reasonable. Once the
district court satisfies itself that the distribution of
funds in a proposed Commission disgorgement plan is fair

and reasonable, its review is at an end. See SEC v. Wang,

944 F.2d 80, 85 (2d Cir. 1991) (“fair and reasonable ..
[is] the standard of review to be applied [by the district
court] to [a] distribution scheme [presented by the
Commission]”). A district court reviewing a plan of
distribution is acting pursuant to its inherent equitable

powers. In shaping equity decrees, the trial court is
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vested with broad discretionary power, and appellate

review 1is correspondingly narrow. SEC v. Forex Asset

Mgmt ., LLC, 242 F.3d 325 (9th Cir. 2002).

The Commission’s Plan meets these requirements. The
Plan sets forth a fair and reasonable pro rata
distribution of the funds currently in the Receiver’s
possession. The Plan also balances the interests of those
investors who were given a trust deed on specific lots or
participated in a Section 1031 tax advantage property
exchange in two properties and who are given the choice to
participate in the pro rata distribution or have the lot
on which they have a trust deed conveyed to them by the
Receiver.

ITI. SUMMARY OF SIGNIFICANT ELEMENTS OF THE PROPOSED PLAN
OF PARTIAL DISTRIBUTION

The proposed Plan of Distribution classifies investors
of the Carolina Development Company into four (4) classes
for purposes of distributing the assets of the
Receivership estate. An investor, or claimant, belongs to
a class depending upon the nature of his or her
investment. Class 1 consists of investors who contributed
cash but did not receive a trust deed encumbering any real
property. These investors will share on a pro rata basis

the amount to be distributed to the investors by the
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Receiver. Class 2 includes investors who hold deeds of
trust encumbering certain real property in The Carolina, a
contiguous parcel of lots and other properties surrounding
the Carolina Golf Club located in North Carolina. These

investors will have their trust deeds extinguished and
participate in a pro rata share of the amount to be
distributed like Class 1 investors. Class 3 investors
hold deeds of trust upon which surround either The Mid
South Golf Club or The National Golf Club. These
investors will have the option to be deeded the lot upon
which they hold a trust deed or participate in a pro rata
share of the amount to be distributed like Class 1
investors. Investors who received real property pursuant
to a 1031 Exchange comprise Class 4. These investors will
have the option to keep the lot that they have been deeded
or re-convey the deed back to the Receiver and participate
in a pro rata share of the amount to be distributed to
like Class 1 investors.

There are nine (9) classes of non-participants of the
plan of distribution. Non-participant individuals and/or
entities will not receive any distribution from the
Receivership estate or any other possible source of
recovery. Included in the non-participants are the

individual defendants and their family, former employees
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and independent contractors of Carolina, and pre-
Receivership creditors.

The Plan establishes a bar date of July 16, 2007 as a
date by which (a) all claims to participate in the plan
must be delivered to the Receiver and (b) all ballots
regarding Property Elections (as defined in the Plan) must
be returned to the Receiver.

IV. OPERATION OF THE PLAN

The Plan establishes a deadline (the “Bar Date”) by
which claims by investors or other claimants are to be
filed. That date is July 16, 2007. The Plan also
establishes a date by which investors who were given trust
deeds on specific lots by the Carolina Company must choose
whether to participate in a pro rata distribution and
release the deed of trust, or to have the Receiver
transfer the Receivership Estate’s interest in the lot
into the investor’s name. In the event that an investor
elects to have the Receiver deed the Receivership Estate’s
interest in the lot to the investor, the investor will not
be entitled to participate in any further distribution.

Notice of this Motion, together with distribution of
this Plan, provides investors with the opportunity to
object to the Commission’s determinations in the Plan or

the deadlines set forth therein by filing a memorandum in

- 10
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opposition to the Distribution Memo with this Court. The

Distribution Motion, together with this Memorandum and the
Plan will be sent to all investors and known creditors at

their last known address. The Commission also intends to

file a notice regarding the hearing on the Plan of

Distribution in the Los Angeles Times, the Orange County

Register and USA Today so that any person who invested in

the Carolina Company and who is not known to the
Commission or the court-appointed Receiver may receive
notice of this Plan.

Giving notice and allowing investors the opportunity
to object to this Distribution Motion provides sufficient

due process. Use of summary procedures is perm ssible for
nonparty clains to property held by a receiver. CFTC v.
Topworth, 205 F.3d 1107, 1113 (9th Cr. 1999). Due
process requires notice and an opportunity to be heard.

Mul | ane v. Central Hanover Bank & Trust Co., 339 US 306,

313 (1950). The response allowed is sufficient to provide
I nvestors with the opportunity to dispute this Mition

and/ or any portion of the Plan. Service of this Mtion
and acconpanyi ng docunents upon investors at their | ast
known address is reasonably cal cul ated to provide notice

to investors. Investors wll be given reasonabl e notice

- 11-
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and anple tinme to have their objection heard in a
meani ngful way by this Court. A full hearing is not
required to provide due process to investors claimng

property. SEC v. Elliot, 953 F.2d 1560, 1571 (11th Cr.

1992). Accordingly, since investors will be provided with
the opportunity to present evidence and be heard in a
meani ngful manner, they wll be afforded due process.

V. THE PLAN SHOULD BE APPROVED

This Court has the authority and discretion to approve
of the Plan. Federal courts have inherent equitable power
to issue ancillary relief, including the inposition of a

receivership. SEC v. Wencke, 622 F.2d 1363, 1369 (9th

Cr. 1980). D sgorgenent is an appropriate equitable
remedy and within the discretion of the district court to

adopt. SEC v. Patel, 61 F.3d 137, 139-140 (2nd G r.

1995). The purpose of the disgorgenent renedy is not to
conpensate the victins of a fraud; rather, it is to
deprive the wongdoer of ill-gotten gains. SEC v.

Commonweal th Sec., Inc., 574 F.3d 90, 102 (2nd G r. 1978).

Wiile it is extrenely unlikely that the victins of

Carolina Conpany’s Ponzi schene wll ever be fully

- 12-
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conpensated, the Plan represents an equitable distribution
of the Defendants’ remaining ill-gotten gains.
The power of the court to fashion an appropriate

equitable renedy is very broad. SEC v. Certain Unknown

Pur chasers of the Common Stock of & Call Options for the

Common Stock of Santa Fe Int’l Corp., 817 F.2d 1018, 1020

(2" Cir. 1987);: see also, SEC v. Safety Fin. Serv., Inc.,

674 F.2d 368, 372 (5'" Cr. 1982)(holding that district
court has broad powers to supervise an equity

receivership); SEC v. Lincoln Thrift Ass'n, 577 F.2d 600,

606 (9'" Cir. 1978)(stating, “the district court has broad
powers and wi de discretion to determ ne the appropriate

relief in an equity receivership”); SEC v. Arkansas Loan &

Thrift, 427 F.32d 1171, 1172 (8'" Cir. 1970) (hol di ng that
district court decisions related to the supervision of an
equity receivership will only be disturbed if there is a
cl ear show ng of an abuse of discretion). |In general,
when addressing the issue of an equitable receivership,
the court can institute reasonabl e procedures necessary to
insure the “orderly and efficient adm nistration of the
receivership for the benefit of creditors.” Topworth, 205

F.3d at 1115.

- 13
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When an equitabl e receivership has been establi shed,
courts are enpowered to enpl oy broad procedures in the
adm nistration of the receivership. In Unknown

Pur chasers, the adoption of a distribution plan that went

so far as to exclude a victim zed investor who had nanaged
to recoup his | osses by other neans was deened to be
within the court’s discretion when shapi ng an equitable

remedy. Unknown Purchasers, 817 F.2d at 1021. In making

this determ nation, the Unknown Purchasers Court was

concerned with the [imted size of the di sgorgenent pool
and wanted to avoid any unnecessary dilution. The Court
also rejected the victinmis claimthat a failure to
conpensate investors for |osses, regardless of character,
woul d violate the policy of securities laws. |1d.

Simlarly, in US. v Real Prop., the Court used its

broad discretionary authority to inplenent a pro rata plan
to distribute the funds of a di sgorgenent pool, rejecting
one investor’s claimthat he was entitled to recover the

entire proceeds. U.S. Real Prop., 89 F.3d 551, 553 (9'"

Cir. 1996). The Court stated, “the equities demand t hat
all ...defrauded custoner[s] share equally in the fund of

pool ed assets in accordance with the SEC plan.” [1d. In

- 14-
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Topworth, the Court again exercised its discretion to
adopt a pro rata plan of distribution despite the fact
that one investor’s records clearly indicated he was
entitled to nuch nore noney than he received pursuant to
the plan. 205 F.3d at 1116. The Court determ ned t hat
the pro rata approach was the best way to reach an

equi tabl e conprom se given the facts of the case and the
limted funds available. 1d.

The proposed Plan offered by the Commission is a fair
and equitable renedy in this case. The Pl an excl udes
clainms frominvestors who were enployed by or affiliated
with the Carolina Conpany and other parties. It also
provides that for an option for investors who received
trust deeds in |and surrounding two golf courses, the
Nati onal and the M d-South. “This kind of l|ine-draw ng —
which inevitably | eaves out sone potential claimnts — is,
unl ess conmanded ot herwi se by the terns of a consent
decree, appropriately left to the experience and expertise
of the SECin the first instance.” Wang, 944 F.2d 80, 87

(2nd Gr. 1991) (citing Certain Unknown Purchasers of the

Common Stock of & Call Options for the Common Stock of

Santa Fe Int’'l Corp., 817 F.2d at 1021). The Conm ssi on

- 15
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feels that the distinctions drawn in the Plan provide the
nost equitable formof distribution to investors.
| nvestors who received a return of any funds fromthe
Carolina Conpany will have those returns credited agai nst
their investnent. Simlarly, the Plan bars any clains for
I nterest or returns that were prom sed as a part of the
Carol i na Conpany i nvestnent schene.

The Comm ssion has determned that it is fair and
equi tabl e to exclude these parties because these
di stinctions provide for the maximumreturn to deserving
I nvestors. Specifically, it is inappropriate to allow
Insiders to participate in the Plan. Al though sone
I nsiders may have | ost noney with their investnent in
Carol i na Conpany, their conduct |eaves themw th uncl ean
hands. It would be unfair to allow those who perpetrated,
or those who assisted in the perpetration, of this
el aborate and fraudul ent schene to have equal footing with
I nnocent investors. Thus, the exclusion of Insiders
results in a greater return to victins who had no
know edge of, or participation in, the fraudul ent nature

of the operation.

- 16



© 00 N O O b WO DN P

N N DN DN NDNNDNDDNERRPR R R R B R R
W N O U0 B W NP O © 0N O 0 b~ w DN P O

The Conmm ssion also believes that the distinction nmade
bet ween i ndividuals who hold trust deeds in the real
property surrounding the Carolina golf course and those
I ndi vidual s holding trust deeds in |ots surrounding the
M d- South and the National golf courses is fair and
equitable. The real property owned by the Carolina
Conpany surrounding the Carolina golf course consists of
I ndi vidual |ots surrounding a 200-acre parcel of open
space around the Carolina golf course. Selling the
i ndi vidual lots is infeasible because of the unitary
nature of the property. For exanple, if lots were sold
I ndi vidual |y, the Receivership estate would be left with a
200-acre parcel that has little comrercial val ue.
Therefore it makes econom c sense, and benefits all
I nvestors, for the Receiver to market and sell the entire
parcel, free and clear of all |iens and encunbrances. The
I nvestors who hold trust deeds on property | ocated around
The Carolina real property will be able to participate in
the pro rata distribution along with all other Cass 1
| nvest ors.

In contrast, the Carolina Conpany-owned |ots

surrounding the Md-South and the National golf courses

- 17-
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are separate and, for the nobst part, non-conti guous.
There is no benefit to all of the investors to sell these
lots in a single sale. Typically, the [ ots surroundi ng
the National and the M d-South golf courses can be
mar keted individually for a higher price per |ot.
Simlarly, it is also fair and equitable to all
I nvestors to permt the investors to elect to obtain the
real property upon which they hold a trust deed in
exchange rather than participate in the pro rata
distribution afforded other investors. These investors
were prom sed a deed of trust in an anount equal to the
val ue of their investnent. |In no case was that
representation true. In many cases, they were prom sed
that the Carolina Conpany, would at sone future date, deed
themthe real property which was putatively the security
for their investnent. Sone investors may elect to receive
the security in the formof the lot in lieu of further
participation in the pro rata distribution from all
I nvestors. If investors so elect, there wll not be a
material loss in the overall value of the estate. These

I nvestors, however, having nade that el ection and taking

- 18
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their lot(s), should not be able to participate in further
di stribution(s).

Finally, there are a small nunber of investors who
elected to participate in a Section 1031 real property
exchange with the Carolina Conpany. Again, while Carolina
prom sed these investors a |ot that woul d be equivalent to
the amount of their investnent, this was nerely another
fal se representation. The lots transferred to investors
pursuant to a Section 1031 exchange, however, are discrete
| ots, and those investors participating in the pro rata
distribution will not be materially affected.

In general, a pro rata distribution plan is an
appropriate solution that is within the discretion of this
Court. It is not equitable to give sone investors a
preferential claimto the detrinent of other simlarly
situated investors where investors’ funds were conm ngl ed

— "equality is equity.” Cunninghamv. Brown, 265 U S. 1,

12-13 (1924). A pro rata distribution is within the
district court’s broad discretion. Elliot, 953 F.2d at
1569-1570. Investor’s funds were not held in separate and
di stinct accounts, but were pool ed together and conmm ngl ed

t hroughout the operation of the Carolina Conpany. Thus,

- 19
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with alimted anount of recovery and no principled
di stinction between investors, a pro rata distribution is
t he nost equitabl e and appropriate nethod of distribution.
There remains a substantial uncertainty as to the
ultimate anount that wll be recovered by the Receiver.
Therefore, the Plan provides that the Receiver shall be
governed by future Oders of this Court wth respect to
his duties as Receiver and any future distribution(s) to
the investors.

Dated this 14'" day of May 2007.

U. S. SECURI TI ES AND EXHCHANGE COWM SSI ON

By

Thomas M Mel t on
Karen L. Martinez

DECLARATI ON OF THOVAS A. SEAMAN

|, Thomas A. Seaman, hereby declare and say that:

- 20
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1. | amthe Receiver for the Carolina Devel opnent
Conpany, Inc. and related subsidiaries and affiliates (the
“Conpany”) .

2. | amover the age of eighteen and conpetent to
testify in a court of law. If called to testify as a
W tness regarding the statenents set forth below, | could
and woul d conpetently testify thereto.

3. Lanbert Vander Tuig (“Vander Tuig”) and
Jonat han Carman (“Carman”) have raised at |east $52
mllion fromover 1,400 investors nationw de. Vander Tuig
and Carman nmarketed the Conpany as a real estate
devel opnent conpany specializing in devel oping resort
conmuni ties surroundi ng prestigious golf courses.

4. Vander Tuig and Carman, through the Carolina
Conpany purchased | ots and other real property surroundi ng
three golf courses between Southern Pines and Pi nehurst,
North Carolina. The golf courses are known as The
Carolina Glf Cub (“The Carolina”), The National C ub
(“National”) and the Md-South Golf Cub (“Md-South”). |
have visited all three golf course devel opnents, and have
reviewed title records, property tax bills, valuation
apprai sals, correspondence and ot her information about the
three golf course devel opnents. | have al so spoken with
real estate agents, appraisers, devel opers, potenti al
I nvestors and attorneys in the area regarding the real
property surrounding the three golf courses.

5. The National Club: This development is the

most mature and desirable of the three developments. The

- 21-
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homes are very large custom built homes with expensive
finishes located on large wooded lots in private gate
guarded community. Many of the homes could fairly be
considered mansions. The National, designed by Jack
Nicklaus, is a private golf club with an attractive large
new clubhouse with a tennis and swim club. All of the
lots owned by the Company are separate non-contiguous
single family home parcels. The Company owns 21 single
family lots which are encumbered by trust deeds in favor
of Company investor-victims.

6. The Mid South Club: This development is just

east of the National on Midland Road. The Mid South Club
was designed by Arnold Palmer. It is not as fully
developed as The National and the homes are smaller.
However, the development is attractive and desirable and
is on a private golf course with a new clubhouse and
tennis and pool facilities. All of the 16 lots owned by
the Company are separate non-contiguous single family home
parcels. The Company owns 16 single family lots which are
encumbered by trust deeds in favor of Company investor-
victims.

7. The Carolina: The Company owns approximately

235 acres(this includes the 1031 exchange investors land)
in addition to 41 single family home sites, 29 of which
are encumbered by deeds of trust in favor of Company
investor-victims, which is essentially all of the land
adjacent to and intermingled around the golf course, but

not the golf course itself or tee boxes, fairways and
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greens. The golf course was designed by Arnold Palmer and
is reportedly a quality golf course with extensive water
hazards and woods. The course is open to the public and
is reportedly an excellent value. The course appears to
be well maintained, however, it does not appear to be
financially profitable, perhaps due the fact that there
has not been any significant progress towards development
of the land around it. The largest of the adjacent
parcels owned by the Company is 201 acres in size and is
extremely irregularly shaped; it intermingled with and
adjacent to the golf course. I have previously referred
to this parcel as being like a piece of “Swiss cheese” and
is considered to be of diminished value without the land
adjacent to it.

8. | ny capacity as receiver | have listed all of
the parcels of land |ocated at all three of the
af orenenti oned gol f course devel opnents. Wth the
exception of one lot at the Md South which just fell out
of escrow due to a default of the buyer, and another | ot
at National, which is in an odd | ocation and has not sold
because of that fact, | was able to quickly sell all of
t he unencunbered lots at The National and The Md South
cl ubs. However, none of the unencunbered |ots at The
Carolina have been sold. In fact, fewif any inquiries
were received by the brokers | retained to |ist the
properties. | have conducted significant due diligence to
ascertain the value and condition of the Conpany’s

Pi nehurst area | and holdings. | have consulted wth
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several real estate brokers and agents, as well as real
estate appraisers and other real estate experts located in
or around the Pinehurst, North Carolina regardi ng The
Carolina property. | have also had di scussions with
prospective buyers of the Carolina Conpany's entire
interest in The Carolina land. As a result of ny due
diligence, | have learned that there is no denmand for the
I ndi vidual lots or the other parcels such as the 200 acre
so called “Swi ss Cheese” parcels |ocated at The Carolina
because the land there is in the very early stages of
devel opnent. There is essentially nothing other than the
golf course there to attract prospective honmeowners.
Therefore the individual |ots and parcels have |limted
value in and of thenselves as separate parcels. This
conclusion is confirmed by nmy |lack of success in selling
themindividually as conpared to the relative ease of
selling the lots at The National and Md South. It
therefore becane clear to ne, which was confirnmed to ne by
the three appraisals | obtained, that the best way to

| i qui date the Conpany’s |land at The Carolina is to sell it
as one conplete parcel to a buil der/devel oper.

9. As | have reported to this Court in the past,
as part of the investnent schene operated by the Carolina
Conpany and its principals, certain investors were
prom sed an additional security interest for their
I nvestnent in the Carolina Conpany. This security
i nterest took the formof a trust deed in the nanme of an

I nvestor, encunbering a specific lot in one of the three
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Carol i na Conpany properties. These trust deeds were given
in addition to I have, fromthe records of the Carolina
Conpany, and records received fromthird parties, conpiled
alist of lots in each of the three properties, the nane
of the trust deed hol der, and the value given to the
Carolina Conpany in exchange for the trust deed. This
list is attached to the Plan of Distribution as Exhibit B.

10. In every case, the value of the | ot upon
which a trust deed is held by a Carolina investor is
significantly less than the actual value of the |ot,
typically be a factor of three or nore. In other words, a
$150, 000 i nvestor would receive a deed of trust secured by
a lot worth only $50,000. One investor nade a $950, 000
I nvest nent and was given a deed of trust secured by a
parcel of land only worth $68,000. |Investors were falsely
told that the lots were worth far nore than the actual
value of the lots. Therefore, the face anobunt of the
trust deed that encunbers an individual lot is
substantially greater than the | ot’s val ue.

11. There are two unencunbered single famly hone
| ots, a handful of very small parcels, and two | arger
parcel s including approxi mately 203 acres of |and at The
Carolina. The remaining lots are encunbered by trust
deeds held by investors. |In order for ne to sell The
Carolina property as a single parcel, which would nmaxim ze
Its value to the entire receivership estate, the sale

woul d need to be free and clear of all I|iens.
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| declare under penalty of perjury under the |aws of
the United States of America that the foregoing is true
and correct. Executed by nme this 11'" day of My, 2007 at

Irvine, California.

Thomas A. Seanan

PROPOSED PLAN OF PARTI AL DI STRI BUTI ON
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The Securities and Exchange Comm ssion (the
“Comm ssion”) hereby submts this proposed Plan of Parti al
Distribution (the “Plan”).

ARTI CLE | — DEFI NI TI ONS
1. “Allowed Cainf shall refer to a Caimas to

which an Prelimnary I nvestor Response Form has been fil ed
by the Bar Date (defined below, by an Eligible d aimant,
with the Receiver or his designee, and in accordance with
the provisions set forth in the Plan, and which has been
determ ned by the terns of the Plan as conpensable. The
anount of investnent set forth in the Prelimnary |nvestor
Response Form shall serve as the investor’'s “All owed
Cl ainf unless increased or decreased by additional
I nformati on received or fornulated by the Receiver by the
Bar Dat e.

2. “Alowed daimants” shall refer to claimants with
Al | oned C ai ns.

3. “Approval Oder” shall refer to the Order of the
Court approving this Plan.

4. “Bar Date” shall refer to the date by which al

All owed C ains nust be received or anended and shall, for

- 27-



© 00 N O O b WO DN P

N N DN DN NDNNDNDDNERRPR R R R B R R
W N O U0 B W NP O © 0N O 0 b~ w DN P O

pur poses of this Plan, be July 16, 2007 or such other date
as the Court may establish.

5. “Carolina Conpany” shall collectively refer to
the entities and individuals known as The Carolina
Devel opnent Conpany, Inc. (a/k/a The Carolina Devel opnent
Conpany at Pinehurst, Inc.), Lanmbert Vander Tuig (a/k/a
Lanbert Vander Tag a/k/a Dean L. Vander Tag a/k/a Dean L.
Vander Tag), Jonathan Carman, Jill Kraus and Debra (Moreno)
Carman together with all entities under control of the
court - appoi nted Receiver by Order dated February 16, 2006
(Docket # 13) as expanded by Order dated April 7, 2006
(Docket # 43). It shall also include Brady Partnership,
Bretton Wods Partners, Lake Las Vegas Associ ates and WM
1900 LLC.

6. “The Carolina Property” shall nean the real
property conprised of approximtely 235 acres and 41 hone
sites |l ocated near Southern Pines, North Carolina
surroundi ng The Carolina Golf d ub.

7. “Cainf shall nean any right to distribution,
whet her or not such right to paynment is reduced to

judgnent, |iquidated, unliquidated, fixed or contingent,
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asserted or unasserted, matured, disputed or undi sputed,
| egal , secured or unsecured.

8. “Clainms Process” shall refer to the procedure
established by the Receiver and set forth in Articles Il-V
of the Plan by which all Cains shall be presented for
determ nation by the Receiver and this Court.

9. “dass” shall nean a group of Clainms which are
substantially simlar to each other as classified pursuant
to the Pl an.

10. “Eligible daimant” shall refer to any cl ai mant
who neets the criterion for filing a daimestablished by
Articles I1-V of the Plan.

11. “Investnent Analysis” shall nean a report of the
anounts invested with Carolina Conpany by individual
I nvestors and, when applicable, the anmounts returned or
anmounts paid as purported interest by Carolina Conpany to
I ndi vi dual investors. The Investnent Analysis shall be
based on the Allowed Clains filed with the Receiver,
docunents in the Receiver’'s possession and the Receiver’s
review of the financial records of Carolina Conpany. The

Recei ver shall prepare an Investnent Analysis after the
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Bar Date and submt it to the Court with a Motion to
Di stribute Funds Pursuant to Plan of Distribution.

12. “lInvestor Cains” shall nmean a G aimfor nonies
I nvested in Carolina Conpany. This termshall be Ilimted
to an Allowed Caimfor the principal bal ance invested
with Carolina Conpany |less any and all funds paid to the
claimant by the Carolina Conpany including all funds
received from Carolina Conpany in the formof any and all
di vi dends, |oans or other nonies. The Investor C aim
shall be Ilimted to cash or cash equival ent investnents
only. The nunber of shares issued by Carolina Conpany
shall not be considered as a part of an Investor Claim
Clains for interest on the principal sum any prom sed
returns on the anmount invested, |egal fees, taxes due and
OW ng on anpunts or prom sed returns on the anount
I nvested will not be allowed or paid.

13. The “Md South d ub” shall nmean real property
conprising lots surrounding the Md South Golf C ub course
| ocat ed near Pinehurst, North Carolina. The |ots owned by
the Carolina Conpany are separate, non-contiguous, single

fam |y honme parcels.
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14. The “National Cub” shall nean the real property
conprising |ots surrounding the National C ub golf course
| ocat ed near Pinehurst, North Carolina. The |ots owned by
the Carolina Conpany are separate, non-contiguous single
fam |y honme parcels.

12. “Property Election” shall refer to the option
provided in the Plan for Md-South C ub and National C ub
I nvestors who hold trust deeds or other |iens against the
Nati onal Club property and the M d-South property held by
t he Carolina Conpany, or National Cub or Md-South C ub
property acquired in a Section 1031 real property exchange
with the Carolina Conpany. Follow ng approval of the
Plan, the Receiver will be mailing ballots to those
I ndi viduals or entities in Classes two (2) through four
(4) in order for themto nake the required el ections as
described in Article IV, Section 2, below. A Property
El ection nust be nade in witing, and the ballot delivered
to the Receiver by July 16, 2007, or such other date as
the Court may establish.

ARTI CLE I'l — DEFI NI TI ON OF NON- PARTI Cl PANTS I N THE PLAN

1. Non-participants, as defined below, of the Plan

will not be considered A lowed C aimants and shall not
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receive any initial

or future distribution pursuant to the

Pl an, the Receivership estate or any ot her possible source

of recovery.

2. Non-participants of the Plan are defined by nine

(9) classes,

A

Specific Individuals and/or Entities:

Vi .

Vii.

Viii.

Lanbert Vander Tuig

Jill Kraus (Vander Tuig)

Jonat han Car man

Debra (Moreno) Carnman

Maria G esige

Ted Baj er

Bi son Capital or its officers,
directors or enpl oyees

Any ot her broker-deal er who sold
securities in the Carolina Conpany
Any entities controlled by
individuals listed in 2. A i-vii,
above including, but not limted to
Brady Partnership, Bretton Wods
Part ners, Lake Las Vegas Associ ates,

and WPM 1900 LLC.
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B. Al Carolina Conpany Sal es Associ at est and
all independent contractors and enpl oyees of
Carol i na Conpany or individuals or entities
agai nst whom the Receiver is pursuing a claim
on behalf of the Receivership Estate.
C. Any other insider of the Carolina Conpany,
I ncluding but not limted to, Carman and Vander Tuig's
rel atives, general partners, partnerships in which Carnan
and Vander Tuig have an interest or a corporation in which
they are a director, officer or person in control. The

terminsider shall also include Carolina Conpany’s

directors, officers, control persons, partnerships in
whi ch the Carolina Conpany was a partner, |limted
liability conpanies in which Carolina was a nenber or a

rel ative of any officer, director, or control person of
Car ol i na Conpany.
D. Elevent h-hour Investors?

E. Wl liam Cannon | nvest orss

1 A list of Carolina Company sales associates defined as Non-
participants is attached hereto as Exhibit “A”.

2 See Docket #s 101, 116.

3 These individuals are Stephanie K. Plante, Jerry and Karen
Prefontaine and Gregory Hansen. Docket # 201. Jerry and Karen
Prefontaine’s portion of their investment, if any, made directly to
the Carolina Company shall be treated as a Class 1 Claim.
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F. Any person who has not delivered a
Prelimnary |Investor Response Formto the
Recei ver on or before July 16, 2007.

G Oher dains of any kind including, but not
limted to, all pre-receivership unpaid
account s payabl e.

H  No third parties will be permitted in
distributions in place of the individuals or
entities that actually invested in the
Car ol i na Conpany.

ARTICLE I'l'l — CLASSI FI CATI ON OF CLAI M5 AND | NTERESTS
For the purpose of the Plan, the C ai ns agai nst
Def endants and the property of Defendants are classified
as set forth in this Article. The rights of claimants and
the responsibilities of the Receiver with respect to such
claimants shall be based upon their classification herein,
1. dass 1 shall consist of all Investor C ains
which are Allowed Cains for investors that are

not otherwse in C asses 2, 3 or 4.
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2. (COass 2 shall consist of Carolina Conpany
I nvestors who hold trust deeds in the property
known as the “The Carolina.”*
3. (Cdass 3 shall consist of Carolina Conpany
I nvestors who hold trust deeds in the properties
known as the Md-South Cub or the National Cub.s
4. dass 4 shall consist of those O aimants who
received real property pursuant to a 1031
Exchange. ¢
ARTI CLE |V — TREATMENT OF CLASSES
1. Cdass 1. Cass 1 Cainmants shall be eligible for
a distribution fromthe funds held by the Receiver based
on the anobunt of each Investor Claim Gven that the
Recei ver has determ ned there will be insufficient funds
or other assets to conpensate all eligible claimnts, the
amount to be distributed shall be on a pro rata basis.
2. (Cass 2. Cass 2 CUaimants shall be eligible for

a distribution fromthe funds held by the Receiver. Upon

4 A list of Carolina Company investors who hold trust deeds in the
Carolina is attached hereto as Exhibit “B” (“Ex. B”).

> A list of Carolina Company investors who hold trust deeds in the
Mid-South Club and/or the National Club is attached hereto at Ex.
\\BII R
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court approval of the Receiver’s Mition to Sell Real
Property known as the The Carolina, all Cass 2 Cainmants
shall be eligible to participate in the distribution of
assets as a Cass 1 Clainmant, subject to the sane rights
and restrictions.

3. (Cass 3. Cass 3 daimants shall be eligible for
a distribution pursuant to this Plan. The Cass 3
Claimants will be entitled to nmake a Property Election on
or before July 16, 2007. Al Property Elections nust be
made on the ballot provided by the Receiver and returned
to the Receiver by July 16, 2007. Al Plan Elections
shal | be deened final upon receipt by the Receiver. A
Caimant in this Cass shall elect fromone of two
alternatives as follows: (a) forego any Investor or other
claim in return for the receipt of a quitclaimdeed from
the Receiver of Carolina s right, title and interest in
the real property against which the Cdass 3 O ai mant hol ds
a trust deed or other lien. Real property which is
conveyed pursuant to this or any future distribution shall

be subject to any existing or future liens or non-Carolina

¢ A list of Carolina Company investors who received real property
pursuant to a 1031 Exchange is attached hereto at Ex. “B”.
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clains; or (b) assign to the Receiver any right, title and
Interest in any real property owned by Carolina or its
princi pals. Upon the conveyance to the Receiver of the
Cass 3 Claimant’s interest, the Cass 3 Cainmant shall be
eligible to participate in the distribution of assets as a
Class 1 Caimant, subject to the sane rights and
restrictions. In the event that a Cass 3 Caimant, upon
receiving notice and a copy of this Plan, fails to nake a
Property Election, the Cdass 3 Caimant shall be deened to
have el ected to receive a quitclaimdeed fromthe Receiver
and will not be eligible to participate in any future
distribution from Carolina Conpany.

4, (Cass 4. Cass 4 Claimants will be eligible for
a distribution fromthis Plan. The Cass 4 Caimants wl |
be entitled to make a Property Election on the ball ot
provi ded by the Receiver and returned to the Receiver by
July 16, 2007. Al Plan Elections shall be deened fi nal
upon recei pt by the Receiver. A Caimant in this d ass
shall elect fromone of two alternatives as follows: (a)
forego any Investor or other claim in return for the
Recei ver’'s rel ease of Carolina Conpany’'s right, title,

interest, and/or claimto the real property which the
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Class 4 C ai mant possesses pursuant to a previously

negoti ated Section 1031 real property exchange. Real
Property which is conveyed pursuant to this or any future
distribution shall remain subject to any existing or
future liens or non-Carolina clains; or (b) assign to the
Receiver any right, title and interest in any real
property which was the subject of a previously negoti at ed
Section 1031 real property exchange. Upon the conveyance
to the Receiver of the Class 4 Claimant’s interest, the
Class 4 Caimant shall be eligible to participate in the
distribution of assets as a Class 1 Caimant, subject to
the sanme rights and restrictions. In the event that a
Class 4 Caimant, upon receiving notice and a copy of this
Plan, fails to nake a Property Election, the Cass 4

G ai mant shall be deened to have elected to continue to
possess the real property which was the subject of a
Section 1031 real property exchange and wll not be
eligible to participate in any future distributions from
Carolina. Irrespective of the Property El ection the C ass
4 Caimants shall be responsible for any tax consequences

as a result of their election.
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ARTI CLE V — CLAI M5 PROCESS

1. After the Bar Date, the Conmm ssion and the
Recei ver shall determ ne, based on the docunents in their
possessi on, any other evidence submtted by each Eligible
Cl ai mant and the available financial records of Carolina
Conpany, the anmpunt of each Allowed Caim

2. The Comm ssion and the Receiver shall file with
the Court a Motion Approving D stribution of Funds. The
Comm ssion and the Receiver shall include a list of all
I nvestors, a list of each investor’'s Allowed Caim the
el ection made by each investor who holds a trust deed on
Carol i na Conpany property and a schedule setting forth the
anount of noney to be distributed to each investor
pursuant to the Plan. All parties in interest shall be
gi ven notice and an opportunity to be heard on the Mtion
Approving Distribution of Funds.

ARTI CLE VI — RETENTI ON OF JURI SDI CTI ON

1. The Order Appointing Receiver (Docket # 13),
dated February 16, 2006, and any related orders of this
Court dealing with the Receiver’s power and authority,
shall remain in full force and effect, except as nodified

in the Approval Order or any subsequent Order entered by
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this Court, until this Court enters an order concl uding
this case and di scharging the Receiver.

2. The Receiver shall retain all powers and
authority provided in this Court’s Orders until the
di scharge of the Receiver by this Court.

3. The Court shall retain jurisdiction over the Case
for all purposes allowed by Iaw including, but not limted
t o,

A. the interpretation, inplenentation,
enforcenent, and consunmation of the Pl an;

B. the allowance or disallowance of any Cl aim

C. the determnation of validity and priority of
any Caim

D. the nodification of the Plan as may be
necessary to carry out its purposes and
I ntent;

E. the resolution of all litigation that has
been or may be filed by or against the
Recei ver;

F. any future plans of partial or final

di stributions; and,
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G the entry of an Order concluding this Case
and di scharging the Receiver.
ARTI CLE VI1 — M SCELLANEQUS PROVI SI ONS

1. Upon application of the Conm ssion, the Receiver
or any party of interest, this Court may issue an O der
directing any necessary party to execute, deliver or join
In the extension or delivery of any instrunment or docunent
and perform any other act necessary for the consummati on
of the Pl an.

2. The Receiver shall be authorized to exclude from
the distribution a reserve which shall include any funds
he deens necessary to pay for the ongoi ng operations,
current obligations and potential liabilities of the
receivership. This anount shall be used, subject to this
and other Orders of the Court, to pay admnistrative
expenses of the receivership, pay for any applicable
t axes, provide for future distribution on C ains not
I ncluded in the Plan and for any ot her purpose approved by
this Court.

3. The Receiver shall be authorized, enpowered and
permtted to enter into an agreenent or agreenents wth

any claimant, subsequent to the Approval Oder, which
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provide(s) for paynent or treatnent of such clainmant’s
Claim provided, however, that no such agreenent or
agreenents shall provide for paynent or treatnent of such
claimant’s Cl ai mupon terns nore favorable to such
claimant than the paynent or treatnent provided to

cl ai mants of the sane cl ass.

4. The provisions of the Plan, upon Court
confirmation, shall be binding upon all claimnts and
parties in interest.

5. The Plan may be nodified both before and after
approval, on such notice and hearing as this Court deens
appropriate. Any nodification of the Plan subsequent to
the initial distribution nade pursuant to the Plan shall
apply only to any future distributions.

6. \Were applicable, distributions under the Plan
shall be nmade by sending a check in the nane of the
claimant to the |ast known address of said claimant or to
t he address specified by any change of address notices
recei ved by the Receiver before the funds are distributed.
Claimants are required to advise the Receiver, in witing,

of any change of address or party in interest.
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7. Upon approval of the Plan, the Receiver will be
required to provide notice of any proposed action or
relief related to the Plan or Distributions pursuant to
the Pl an requested fromthis Court to the Conm ssion,
those parties in interest who have already filed a notice
of appearance in the Case, and those parties in interest
who file a request with this Court to receive all notices.
This provision shall not apply to any litigation filed by
the Receiver with this Court, which need only be served on
any defendant(s) naned therein.

8. In the event a claimant fails to negotiate a
di stribution check that was mailed to claimant’s | ast
known address within 90 days after said check’s date of
| ssue, such C aimshall be considered abandoned and
disallowed in its entirety. The funds, which would
ot herw se be distributed to such claimnt, shall revert to
the receivership estate.

9. The Receiver, his agents, attorney and enpl oyees,
shall be held harm ess for any danages or liability that
may arise through the discharge of his duties under the
Plan, in accordance wth the Court’s February 16, 2006

Order Appointing Receiver (Docket # 13).
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10. Wen the Receiver determines that further efforts
to |iquidate the assets of Carolina Conpany are not
requi red or would not be econom cal, he shall file a
notion with the Court to close the Case, wherein he may
request such relief as he deens necessary for the final
resolution of this Case.

11. This Plan and distributions made pursuant to this
Pl an shall be the conplete distributions of the
Recei vership Estate. There shall be no recourse for
clainms of any kind outside of the process provided for in
this Plan.

12. The Receiver wll, fromtine to tinme, be
authorized to file for approval of additional
distributions pursuant to this Plan of Distribution, as it
may be anmended or revised in the future.

DATED this 14'" day of May 2007.

U S. Securities and Exchange Comm ssion

By

Thomas M Mel t on
Karen L. Martinez
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