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|, Thomas A. Seanan, declare as foll ows:

1. | amover 18 years of age. | ama
Chartered Financial Analyst and the principal and sole
shar ehol der of Thomas Seanman Conpany, which provides
busi ness nmanagenent in civil matters that require a
neutral third party to serve as receiver, referee,
provi sional director or admnistrator. | was appoi nted
Recei ver of The Carolina Devel opnent Conpany, |Inc. and
related entities (collectively, “Carolina Conpany”) on
February 16, 2006, parties to this action. |[If called as
a wtness | could and woul d conpetently testify to the
facts stated in this declaration.

Initial Takeover

2. |Imediately follow ng nmy appoi ntnent | took
possession of the Carolina Conpany by causing the | ocks
to be changed to the prem ses | ocated at 8001 Irvine
Center Drive, Irvine, California.

3. Acconpanying nme on this takeover of the
Carol i na Conpany were information technol ogy consultants
whose job was to elinmnate all external access to the
Carol i na Conpany conputers, conduct an orderly shut down
of the conputers, shut down their tel ephone system and
preserve voicemails, disable the website and emi
system and nmake a digital image of all conputers.

4. Concurrently with these efforts, | nmet with
representatives of the California Departnent of Justice

who executed a search warrant on February 16, 2006. |
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also net wth the Defendants who gave ne a bri ef
overvi ew of sonme Carolina Conpany assets and pendi ng
escrow transactions.

5. | also retained the [aw firm Sheppard,
Mullin, Richter and Hanpton LLP to represent ne in this
matter. M counsel joined ne at the Carolina Conpany
offices for initial review of books & records. These
records included the books and records |ocated at the
Carolina Conpany’s Irvine office, not already seized by
the California Departnent of Justice. It also included
a review of certain books and records taken into the
custody of the California Departnent of Justice and
entrusted to ny custody and care. | then began ny
review of these books and records, including bank
statenents, cancell ed checks, correspondence and escrow
files.

6. On the basis of ny review of these books
and records, | nmade certain prelimnary conclusions as
to how much was raised by the Carolina Conpany from
I nvestors and how this noney was spent, which is
di scussed in further detail below Additionally, I
devel oped a prelimnary plan of action for marshalling
and preserving the assets of the Carolina Conpany in
accordance with the order appointing ne as receiver.

7. Fi nanci al Records and Taxes. | am i nf or ned

the Carolina Conpany has never filed tax returns and did
not maintain financial statenents. All enployees of the

Carol i na Conpany were paid as independent contractors,
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t hus evadi ng payroll tax w thholding requirenents. The
hi gher - pai d enpl oyees were paid through corporations or
other entities set up to receive conpensation from
Carol i na Conpany, and all enployees were deened
| ndependent contractors.

8. It is also apparent the individual
def endant Lanbert Vander Tui g was using the conpany bank
account as if it were his personal bank account. A
cursory review of bank statenents and cancel |l ed checks
refl ects vol um nous paynents for blatantly obvious
per sonal expenses, such as Hawaiian vacations, electric,
gas and water bills at M. Vander Tuig s personal
resi dence, nedical bills, church donations, sw nm ng
pool service and ot her personal maintenance expenses,
Orange County property tax bills (none of the Carolina
Conpany’s real estate holdings are in Orange County),
and restaurants, anong others. |ndeed the checking
account statenents chronicle an extravagant lifestyle.

9. Mbreover, it appears fromthe Carolina
Conpany’ s accounts payabl e records that approxi mately
$183, 000 was spent leasing private planes. |In addition,
i n Decenmber 2005, M. Vander Tuig made a $50, 000 down
paynent for an airplane which cost $1.7 mllion. |
term nated the escrow for said airplane and the funds
have been returned to nme. The prelimnary accounting of
t he source and uses of funds bel ow nore specifically

guantifies these inappropriate disbursenents.

W02-OC:3NVG1\41419898.1 -4-




© 00 N oo o B~ wWw N P

N N NN N NN NN RPR R R R B B B B RB R
0 N o 00BN W DN P O © 0N O 0o W N P O

10. Conmm ssion Structure. It appears fromthe

Carolina Conpany’s records, that it was paying a

conmm ssi on of between 5-25%to its sal es people, not

I ncl udi ng addi tional conm ssions to the group sal es
manager directing the sales person and in sone cases an
additional 10% going to Md Tex Survey, an entity
controlled by M. Vander Tuig and his wife. Referral
fees were also paid in sone instances. It appears the
Carol i na Conpany has paid sal es comm ssions totaling
$9.962 mllion since

February 2002.

11. Potential TRO violations. Certain agents

of the Carolina Conpany have not respected this Court’s
Tenmporary Restraining Order. On three occasions,
Carolina Conpany’ s website provider has turned the
Carol i na Conpany website back on. The second tine, the
Carol i na Conpany actually changed the content on the
site and referenced this |lawsuit pending against it. It
al so accused the Securities and Exchange Conm ssion (the
“Comm ssion”) of making false statenents about the
Carol i na Conpany and encouragi ng i nvestors to contact

t he Comm ssion and | ocal newspapers to express their
satisfaction with their investnent in the Carolina
Conpany. A true and correct copy of printouts dated
February 26, 2006 of the altered Carolina Conpany
website is attached hereto as Exhibit A Additionally,

sal es people and others have attenpted to gain access to
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the Carolina Conpany offices on at | east two occasions.
They were successful once.
12. Dividends and Return of Principal. M

revi ew of the bank records indicates that sone investors

were receiving “dividends” fromthe Carolina Conpany.

Si nce the Carolina Conpany, however, had not realized
any returns on its purported investnents, these paynents
coul d not be dividends, nor should have they been
characterized as such. They were sinply the paynent of
ot her investor funds. Further, nmany investors received
their original investnent back, which can have the
effect of giving an inprimatur of legitimacy to the

I nvest nent fraud.

13. Investor Conmuni cations. Carolina Conpany

appears to have between 500-1000 investors. |In order to
keep investors infornmed and to coll ect addresses and
assenbl e an investor database, | established a tel ephone
| ine specifically for this matter. The nunber is 949-
222-0305. | also established a website to maintain

I nvestors infornmed: ww. carolinareceivership.com

Prelimnary Forensic Accounti ng.

14. As previously stated, the Carolina Conpany
did not maintain financial statenents. By exanm ning the
Carol i na Conpany’ s bank statenents, cancelled checks,
and checki ng account register, however | was able to
prepare a prelimnary accounting of how nuch noney was
rai sed by investors and how that noney was spent. The

review covers the tinme period beginning fromthe
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apparent inception of the Carolina Conpany on or around

February 1, 2002 through January 2006.

this prelimnary accounting foll ows:

A summary of

Prelimnary Estinmate (In &
Sources and Uses of Funds mllions)
Sour ces:

| nvest or Funds 49. 375
Uses:

To Def endants 4.410
On behal f of Vander Tuig 1. 664
Comm ssi ons and payrol | 9. 962
Di vi dends 0.412
Ret urn of princi pal 1.379
O fice operating

expenses, selling

expenses 1.149
Land Purchases, escrow

deposits and debt

servi ce, and expenses of

ow ng | and 22. 977
Devel opnment Expenses 0. 593
Legal Fees and ot her

prof essi onal fees 0. 504
Uni dentified 1.874
Total Disbursenents 44.924
Endi ng Bal ance to

Recei ver 4. 451
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15. As shown above, the Carolina Conpany, their
spouses and famly nenbers, as well as entities
affiliated with them nanely Md Tex Survey in the case
of M. Vander Tuig, and JDC Devel opnent and DC Property
Managenent in the case of individual defendant Jonat han
Carman, collectively received $4.41 mllion of investor
funds. In addition to these anmobunts as di scussed
previ ously above, M. Vander Tuig used the conpany bank
account as his personal account, taking another $1.664
mllion of investor funds for his personal use. The
conm ssi on and payroll nunbers above do not include
amopunts paid to M. Vander Tuig and M. Carman, or their
affiliates purportedly for investnents.

16. Ilgnoring these anmbunts, the comm ssions of
$9.962 mllion represent over 20% of the anount raised
frominvestors.

17. The prelimnary accounting al so shows that
$22.977 was spent acquiring | and, naking escrow deposits
on the purchase of |and, service debt used to finance
t he purchase of I and and for expenses ancillary to the
ownership of the land such as real property taxes. This
anount represents approxinmately 40% of the anmount raised
frominvestors. Based on this |ow percentage of funds
that were actually productively enployed to create
future returns, the anmount invested in |and woul d need
to increase by 150% before investors woul d break even,

| et al one achieve a return on their investnent.
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18. Mbreover, the effective 60% drag on
i nvestor funds was creating a cash crunch whi ch was
preventing the conpany from concl udi ng sal es
transactions. |ndeed, the day the Receiver was
appoi nted, Vander Tuig represented, and the Receiver has
confirmed, the Conpany was due to nake an additi onal
escrow deposit of $5 mlIlion on the Galileo project at
Lake Las Vegas. Yet there was only $4.4 mllion in the
bank. Additional evidence of the cash crunch was the
fact that the Conpany had nade an earnest noney deposit
of $1, 000,000 on a project know as River Bend in Denton
County, Texas. The noney becane non-refundabl e on
January 31, 2006. 1In order to keep the transaction
alive the conpany authorized the seller to wthdraw
$350, 000 fromthe escrow account and to allow the
purchase price to increase by $1,000 per day. The
Conpany has essentially put $1, 000,000 of investor funds
at risk because it was skimm ng 60% The Receiver has
settled this matter for the remai ning $650, 000 held in
escrow which will be released to the Receiver shortly.
The Receiver believes that this was the appropriate
course of action in that he was able to able to avoid
litigation with the seller which may or may not have
been successful and preserve the $650, 000 which coul d
concei vably have been lost if the Receiver was not
successful in his litigation to recover the deposit.

19. Finally, the cash crunch forced the

Conpany’s to enter into onerous |oans for the purchase
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of property. The loan to value ratio on the Celina

Bri dges property exceeds 75% and the interest rate on
the first trust deed is 10.75% while the second trust
deed is at 11.1% It appears to ne fromny prelimnary
review of the Conpany files, that the Conpany used a
hi gh degree of |everage in its |and purchases.

20. Potential Sources of Recovery. | amin the

process of marshalling, preserving and |iquidating the
assets of the Carolina Conpany in accordance wth the
order appointing ne as receiver. Since ny appointnent
ten days ago, | have taken possession of $5,991, 936. 88.
This anount is conprised of in cash on hand in the
Conpany’ s frozen bank account in the anount
$4, 451, 100. 58, $1, 500, 986.30 fromthe escrow account for
a property commonly known as the Lakes of Birds Fort in
Texas, and $39, 850.00 fromthe aforenenti oned escrow for
t he purchase of an airplane. | also expect to receive
$650, 000 fromthe aforenenti oned Carolina Conpany’s
i nterest in another escrow known as River Bend in Denton
County, Texas. | have made di sbursenents of $202, 107.92
for debt service on the Celina Bridges |land in Texas
which it appears has equity of at least $11.5 mllion.
| amcurrently holding funds in the anount
$5, 789, 758.96. | have identified several other escrows
and am eval uating the Carolina Conpany’s rights and
I nterests in sane.

21. Further, there are other matters in which

the Carolina Conpany has ownership interests in real
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property, as well as interests in partnershi ps and
engi neering rights, which | identified and am attenpting
to preserve and recover.

22. The Carolina Conpany owns a property
comonly known as Celina Bridges, which appears to be
worth approximately $40 mlIlion. The Carolina Conpany
owes $23.5 mllion on the property and I am keeping the
notes current in order to preserve the equity pending a
sal e of the asset.

23. Aside frompreserving and/or |iquidating
the Carolina Conpany’s ownership or other interests in
real properties, | aminvestigating recipients of the
Carol i na Conpany funds and attenpting to identify
recipients of ill-gotten gains to seek di sgorgenent of
t hese ampbunts and their tinely return to the Carolina
Conpany.

24. Finally, | amevaluating potential clains
agai nst professionals, officers and directors of the
Car ol i na Conpany.

| declare under penalty of perjury under the
| aws of the State of California and the United States of
Anerica that the foregoing is true and correct, and that
this Declaration was executed this _ day of February
2006 at Irvine, California.

THOVAS A. SEANVAN
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