UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA

Case No.
L&M Specialties, Inc. and Case Financial, Inc.
Plaintiffs,
Vs,
South Ocean Development Company, Ltd.,
Capadian Commercial Workers Industry Pension Plan,

CIliff Evaus, Eugene Fraser, Allen & Company, and
George Allen

Defendants.
/

COMPLAINT

Plaintiffs L&M Specialties, Inc. and Case Financial, Inc. (*Plaintiffs”), by and through
their undersigned counsel, hereby file this Complaint for declaratory judgment, breach of
contract, breach of fiduciary duties and fraudulent inducement against Defendants South Ocean
Development Company, Ltd., Canadian Commercial Workers Industry Pension Plan, CLiff
Evans, Eugene Fraser, Allen & Company and George Allen (“Defendants™), stﬁting as follows:

The Parties

1. Plaintiff L&M Specialties, Inc. (“L&M™) is a California corporation having its
principal place of business at 7468 Via de Fortuna, Carlsbad, California 92009.

2. Plaintiff Case Financial, Inc. (“Case Financial”) is a Delaware public corporation
having its principal place of business at 5950 La Place Court, Suite 155, Carlsbad, California
92008. Case Financial is an affiliate of L&M and an assignee of L&M under the contracts at

188u8.




3. L&M is owned by Michael Schaffer (“Schaffer”) and Lawrence Schaffer.
Schaffer is also the Chief Executive Officer and Lawrence Schaffer is the President of Case
Financial.

4. Defendant South Ocean Development Company (“South Ocean™) is a Bahamian
Corporation with a mailing address of P.O. Box N. 8191, Nassau, Bahamas. South Ocean does
business in Florida through its agents, George Allen, Allen & Company, Cliff Evans and Bugene
Fraser. South Ocean, through its agents, negotiated and entered into a contract with L&M in
Florida forming the basis for this dispute.

5. Canadian Commercial Workers Industry Pension Plan (“CCWIPP”) is a Canadian
pension fund two-thirds of whose beneficiaries are active members of the United Food and
Commercial Workers Union in Canada (the “Union”). CCWIPP’s administrative offices are
located in Toronto, Ontario, Canada. CCWIPP is the parent company of South Ocearr whose
management is intertwined with that of South Ocean. CCWIPP does business in Florida through
agents and meetings of its Board of Directors, its Investment Committee and other committees.

6. Defendant Allen & Company served as an agent of South Ocean and 1s, on
information and belief, a Florida corporation, having its principal place of business at 13621
Deering Bay, Coral Gables, Florzda 33158.

7. Defendant George Allen (“Allen”) is an agent of South Ocean and officer of
Allen & Company. Mr. Allen is a resident of Florida.

8. Cliff Evans (“Evan”) is an officer of South Ocean. Evans is an actively retired
National Director of the Union, a founder of CCWIPP, a trustee and Chairman of the CCWIPP
Investment Committee. Evans effectively controlled the Investment Committee and represented

that he held this authority to Plaintiffs. Evans is a resident of Florida and resides at 737 Hunt



Club Trail, Port Orange, Florida. He conducted the business of CCWIP and South Ocean while
in Florida, in particular Evans convened and conducted meetings of CCWIPP’s Investment
Commiittee in Florida and negotiated the contracts with Plaintiffs directly and through agents
which form the basis of this dispute. At all times relevant, Evans presented himself to Plaintiffs
as authorized by CCWIPP and South Ocean to negotiate for, and bind, CCWIPP and South
Ocean. Through the acts of Evans, CCWIPP breached its fiduciary duties to Case Financial.

9. Defendant Eugene Fraser (“Fraser™) is a Director of South Ocean and an officer
of CCWIPP., Mr. Fraser is a resident of Ontario, Canada. Fraser is the nephew of Evans. Fraser
frequently traveled to Florida on CCWIPP business with Evans and other agents of CCWIPP and
South Ocean. Fraser attended CCWIPP Investment Committee meetings in Florida. Fraser
negotiated the contracts with Plaintiffs which form the basis of this dispute. Fraser presented
himself to Plaintiffs as authorized by CCWIPP and South Ocean to negotiate for and bind
CCWIPP and South Ocean. Through the acts of Fraser, CCWIPP breached its fiduciary duties to

Case Financial.

Jurisdiction and Venue

10.  This Court has jurisdiction pursuant to 28 U.S.C. § 1332(2) in that the action is
between citizens of different States and/or different countries, and the amount in controversy
exceeds the sum or value of $75,000, exclusive of interests and costs.

11. CCWIPP, South Ocean and Fraser conducted, engaged in, and carried on
substantial and not isolated business in Florida, directly and through agents, and have committed
a tortuous acts in Florida. CCWIPP and South Ocean have breached contracts formed with the
Plaintiffs in Florida.

12.  This Court has the authority to grant declaratory relief pursuant to the Declaratory

Judgment Act, 28 U.S.C. §§ 2201 et set



13, Venue is proper in this judicial district pursuant to 28 U.S.C § 1391(a), in that a
substantial part of the events or omissions giving rise to Plaintiffs’ claims occurred in this
district.

Relevant Facts

14,  CCWIPP, through Evans and Fraser, have had a business relationship with Case
Financial, L&M and Schaffer for many years. In December 2002 CCWIPP invested in Case
Financial and is both a substantial shareholder and debenture holder. CCWIPP placed its
nominees on Case Financial’s Board of Directors. Evans and John Irvine (“Irvine™), a person
represented to the Plaintiffs as being a CCWIPP employee and agent for Evans for many years,
both served as directors of Case Financial. CCWIPP, at all times relevant, has assumed fiduciary
duties to Case Financial, and is acting as a derivative plaintiff for Case Financial in the action
styled Canadian Commercial Workers IndustryPension Plan v. Alden, et al, Civil Action 1184-
N, Delaware Court of Chancery, New Castle Division.

15.  CCWIPP through its subsidiary, South Ocean, has invested in a hotel, golf resort
and marina, including a gaming license, located on the Island of New Providence, Bahamas (the
“Property”).

16. The investment activities of CCWIPP, and the activities of Evans and Fraser,
among others, have been under a two year investigation by the Financial Services Commission
of Ontario (“FSCO”) pursuant to the provisions of Ontario’s Pension Benefits Act. FSCO issued
a report in May 2005 criticizing both CCWIPP’s investment in the Property held by South Ocean
and its investment in Case Financial, among many other investments. The focus of FSCO’s
probe is on the practices of the CCWIPP investment committee headed by Evans. Evans

resigned from the CCWIPP Investment Committee on October 11, 2005.




17. In early March, 2005 Schaffer, Evans and Irvine met in Daytona Beach, Florida
and discussed the sale of the Property. Schaffer agreed to cause Case Financial to undertake the
purchase of the Property, acting alone or as the lead investor of a purchasing group to be formed.
Due to the pending FSCO investigation Evans, on behalf of himself, South Ocean and CCWIPP,
required another Schaffer entity to enter into a letter of intent with South Ocean for the Property.

18.  On or about March 21, 2005, South Ocean (and any person acting on its behalf)
and L&M (together with its subsidiaries, controlled affiliates and assigns) entered into a Letter of
Intent concerning the purchase of the Property. A true and correct copy of the Letter of the Intent
(“LOTI™) is attached hereto and incorporated herein as Exhibit A.

19.  Prior to the signing of the LOI, Schaffer on behalf of Plaintiffs met or
communicated with Irvine, on behalf of CCWIPP, South Ocean and with Allen, on behalf of
CCWIPP, South Ocean and Allen & Company, on several occasions in Daytona Beach, Boca
Raton and Orlando, Florida, to discuss the potential transaction and negotiate the LOI. Fraser
and Evans participated in these negotiations through instructions to Irvine and Allen.

20.  Allen & Company and Allen, as the agent for South Ocean and CCWIPP, drafied
and participated in the negotiations of the LOI from his place of business in Coral Gables,
Florida. Allen & Company and Allen solicited investors as agents of South Ocean and CCWIPP.
Allen, Allen & Company, as agents of South Ocean assumed contractual duties under the LOI.
Allen and Allen & Company solicited invesiors to purchase the Property at the behest of
CCWTPP and South Ocean.

21.  Allen & Company and Allen forwarded a draft of the LOI to Evans in Florida and

Fraser over the wires from Florida.




22.  TFraser at the direction of Evans signed the LLOI and faxed the LOI to Schaffer in
Boca Raton, Florida.

23. CCWIPP, Evans and Fraser intended to, and did, use the LOI in an attempt to
deflect the FSCO investigation into the investment by CCWIPP in the Property held by South
Ocean. South Ocean, Allen and Allen & Company knew or should have known of this purpose
and mtent.

24.  Pursuant to the LOI, South Ocean was obligated to permit Plaintiffs to perform
due diligence. Specifically, the LOI stated that South Ocean was required to allow Plaintiffs to
conduct an examination of the financing, accounting and business records of the Property and
South Ocean as well as any contracts and other material applicable to the Property, the
operations of South Ocean’s business, and the gaming and casino agreements.

25.  Pursuant fo the LOI, Plaintiffs properly performed due diligence, including but
not limited to making several business trips to the Bahamas, bringing interested investor groups
in April 2005 to visit the Property, expending funds in pursuit of due diligence, and securing
financing for the purchase of the Property. Case Financial financed the due diligence. Schaffer
and other Case Financial directors personally participated in the due diligence.

26.  Plaintiffs marketed the Property to groups of potential investors and created value
in the Property.

27.  The LOI included an exclusivity period which provided that South Ocean and its
agents, including CCWIPP, Evans, Frasier, Allen and Allen & Company would not “initiate,
solicit, negotiate, accept or respond to any other offer to acquire the Property” from March 18,

2005 through May 31, 2005 (the “Exclusivity Period”). See Exhibit A.




28.  In breach of the LOI, CCWIPP, Evans, Fraser, Allen, South Ocean, through its
agents and the agents of CCWIPP, and Allen & Company, initiated, solicited and received offers,
letters of intent and understandings from many third parties concerning the Property during the
Exclusivity Period.

29. In May 2005 South Ocean, CCWIPP and Allen & Company, through their
respective agents, approached the interested investors from Toronto and other interested
investors, who had previously met with Schaffer and Plaintiffs and/or were taken to the Property
by Schaffer, and falsely informed them that Plaintiffs’ LOI had been terminated. Allen, South
Ocean, CCWIPP, and Allen & Company, through their respective agents, then proceeded to
negotiate an offer for the sale of the Property to the interested investor group from Toronto.

30.  Due to the FSCO investigation and impending report, in early May 2005, during
the Exclusivity Period, Evans and Irvine requested Schaffer and Plaintiffs to structure an
immediate payback of two debentures totaling $2.5 Million (the “Debentures”) on Case
Financial held by CCWIPP, through its subsidiary or controlled affiliate, I F. Propco holdings
(Ontario) 32 Ltd. In consideration for the payback of the Debentures, Schaffer, on behalf of
Plaintiffs, negotiated an agreement with South Ocean for an extension on the LOI until January
31, 2006 (the “Extension Agreement”). The extension of the LOI was agreed to by CCWIPP,
South Ocean, Evans and Fraser and communicated through Irvine subject to the condition that
Plaintiffs agree to and L&M sign another letter of intent to purchase the Debentures (the
“Debentures Agreement”).

31. On May 26 and 27, 2005 L&M provided letters to South Ocean to the attention of

Fraser and CCWIPP, through I. F. Propco Holdings (Ontario) 32 Ltd to the attention of Evans,




setting forth the terms of the linked Extension Agreement and the Debentures Agrecment as
orally agreed.

32. On May 30, 2005 Allen and Allen & Company prepared and forwarded to
Schaffer and Plaintiffs, through Irvine, a more detailed summary term sheet and LOI between
South Ocean and Plaintiffs containing the terms for the Extension Agreement through which
Plaintiffs would purchase the Property with the purchase/joint venture agreement to be executed
by August 30, 2005 and the Closing to occur by January 31,2006 as had been orally agreed.
Allen and Allen & Company were acting as the agents of South Ocean, CCWIPP, Evans and
Fraser.

33. L&M on behalf of itself and Case Financial signed the Debentures Agreement.
CCWIPP, South Ocean, Evans and Fraser induced Schaffer to turn over the Debentures
Agreement to Irvine, who then gave it to Evans and Fraser, before Schaffer received the fully
executed Extension Agreement based upon the representation from Evans and Fraser that it was
urgently needed to immediately present it to FSCO in order to deflect its investigation of
CCWIPP, Evans and others.

34.  The original LOI provided that Plaintiffs had until June 31, 2005 to negotiate and
execute a definitive agreement. However, on June 1, 2005 Plaintiffs, through Schaffer, were
falsely informed by CCWIPP, South Ocean, Evans and Fraser that Allen had sold the Property
and therefore Plaintiffs could not go forward to negotiate and enter into a definitive agreement
under the original LOI , that South Ocean would not sign the Extension Agreement prepared and
forwarded by Allen and Allen & Company and further that no extension of the LOI would be

honored. Plaintiffs, through Schaffer, were later informed by Irvine that CCWIPP, South Ocean,




Evans and Fraser had ordered him to cut off communications with Plaintiffs. The Debentures

Agreement was not returned to Plaintiffs.
COUNT I
(Declaratory Judgment Against All Defendants)

35.  Plaintiffs repeat and incorporate by reference the allegations in paragraphs 1
through 34.

36. An actual controversy has arisen and now cxists between Plaintiffs and
Defendants regarding the rights, duties and obligations of the parties with respect to the Property.

37.  Plaintiffs and South Ocean (and all persons acting on its behalf) entered into the
Extension Agreement and assumed certain contractual obligations.

38. In consideration of the Extension Agreement, South Ocean and its agents,
received good and valuable consideration including the Debentures Agreement for the benefit of
CCWIPP the parent of South Ocean, Evans and Fraser, officers and agents of South Ocean and
CCWIPP.

39.  Defendants accepted and received the benefits of their agreements with Plaintiffs.

40.  Plaintiffs fulfilled the prerequisites for the Extension Agreement.

41.  Therefore, Plaintiffs are entitled to a declaratory judgment that Plaintiffs have a
right to purchase the Property and pursuant to the Extension Agreement, the LOI’s Exclusivity
Period has been extended through January 31, 2006 or such appropriate deadline to be calculated
from entry of judgment.

WHEREFORE Plaintiffs demand that the Court enter judgment in their favor declaring

the Extension Agreement valid and enforceable and award Plaintiffs their costs, attorneys fees

and such other relief as the Court deems proper.




COUNT 11
(Breach of Contract - Letter of Intent Against Defendants)

42.  Plaintiffs repeat and incorporate by reference the allegations in paragraphs 1
through 34.

43.  Plamtiffs properly performed all required duties and obligations and conditions
precedent under the LOL

44,  Under the terms of the LOI South Ocean, and its agents CCWIPP, Evans, Fraser,
Allen and Allen & Company, undertook to perform the contractual obligations owed to
Plaintiffs. Between March 21, 2005 and May 31, 2005, South Ocean, and its agents Evans,
Fraser, CCWIPP, Allen and Allen & Company, breached the LOI’s Exclusivity Period by
soliciting, negotiating with and receiving understandings, offers on letters of intent with respect
to the Property as set forth above. South Ocean, and its agents CCWIPP, Evans, Fraser, Allen
and Allen & Company, have improperly coniracted to sell the Property to others.

45.  As adirect and proximate result of the unexcused and wrongful breach of contract
by Defendants, Plaintiffs have suffered damages in the amount of $100,000,000, including lost
profits and lost business opportunities or in such additional amount to be proven at trial.

WHEREFORE Plaintiffs demand that the Court enter judgment in their favor in the
amount of $100,000,000, plus interest, costs, attorneys fees and such other relief as the Court
deems proper.

COUNT I
(Fraudulent Inducement - Letter of Intent against all Defendants)

46.  Plaintiffs repeat and incorporate by reference the allegations in paragraphs 1

through 34.
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47.  Defendants misrepresented to Plaintiffs that Defendants intended to sell the
Property to Plaintiffs. Defendants misrepresented to Plaintiffs that CCWIPP and South Ocean
had authorized Evans, Fraser, Allen and Allen & Company to negotiate for and bind South
Ocean and CCWIPP to sell the Property to Plaintiffs.

48.  Defendants further misrepresented their intention to abide by the Exclusivity
Period provision of the LOL

49.  Upon information and belief, Defendants did not intend to sell the Property or
abide by the Exclusivity Period at the time they entered into the LOI. Defendants simply wanted
a LOI to use for their own interests to divert or mitigate the FSCO investigation of their

activities.

50.  Defendants knew or should have known of the falsity of their misrepresentations
to Plaintiffs.

51.  Defendants intended that their misrepresentations would induce Plaintiffs to rely
and act on the misrepresentations by entering into the LOI and expending time and resources.

52.  Plaintiffs justifiably relied on Defendants’ misrepresentations, resulting in
damages to Plaintiffs for expenses, lost business opportunity and lost profits of approximately
$1,000,000, or in such additional amount to be proven at trial.

WHEREFORE Plaintiffs demand that the Court enter judgment in its favor in the
amount of $1,000,000 plus interest, costs, attorneys fees and such other relief as the Court deems
proper.

COUNT 1V

(Breach of Contract - Extension Agreement against South Ocean and CCWIPP)

53.  Plaintiffs repeat and incorporate by reference the allegations in paragraphs !

through 34.
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54, On or about May 28, 2005, Plaintiffs, South Ocean and CCWIPP agreed to extend
the LOI’s Exclusivity Period.

55.  Pursuant to the contractual extension of the LOI’s Exclusivity Period, Plaintiffs
properly performed all material obligations and conditions precedent.

56.  South Ocean and CCWIPP materially breached their agreement to extend the
LOT’s Exclusivity Period.

57.  Plaintiffs are entitled to specific performance of the Extension Agreement with
deadlines appropriately extended. If specific performance is not ordered then as a direct result of
the unexcused and wrongful breach of contract by South Ocean and CCWIPP, Plaintiffs have
suffered damages for expenses, lost opportunity and lost profits in the amount of $100,000,000,
or such additional amount to be proven at trial.

WHEREFORE Plaintiffs demand that the Court enter judgment in its favor ordering
specific performance of the Extension Agreement extending the Exclusivity Period of the LOI
until January 31, 2006 or an appropriate date six months after entry of judgment or alternatively
award damages in the amount of $100,000,000 plus interest, costs, attorneys fees and such other
relief as the Court deems proper.

COUNT V

(Fraudulent Inducement - Extension Agreement and Debentures Agreement
Against all Defendants)

58.  Plaintiffs repeat and incorporate by reference the allegations in paragraphs 1

through 34.

59.  Defendants misrepresented to Plaintiffs that South Ocean and CCWJPP intended

to sell the Property to Plamtiffs.
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60.  Defendants further misrepresented that if Plaintiffs gave CCWIPP through one of
its subsidiaries or controlling affiliates an executed Debentures Agreement, the Exclusivity
Period of the LOI would be extended until January 31, 2006 under the terms of the Extension
Agreement.

61.  Upon information and belief, Defendants did not intend to sell the Property or
abide by the Exclusivity Period at the time Plaintiffs agreed to purchase the Debentures of Case
Financial and when Defendants agreed to the Extension Agreement. Defendants simply wished
to obtain the agreement to pay the Debentures for their own interest in order to divert and
niitigate the FSCO investigation of their activities.

62.  Defendants knew or shouid have known of the falsity of their misrepresentations
to Plaintiffs.

63.  Defendants intended that their misrepresentations would induce Plaintiffs to rely
and act on the misrepresentations by purchasing the $2.5 Million Debenture from CCWIPP.

64.  Plaintiffs justifiably relied on Defendants’ misrepresentations, resulting in
damage to Plaintiffs in excess of $75,000.

WHEREFORE, Plaintiffs demand that the Court declare the Debentures Agreement to be
void and award their costs, attorneys fees and such other relief that the Court may deem proper.

COUNT VI
(Breach of Fidueciary Duty against CCWIPP)

63.  Case Financial realleges and incorporates by reference paragraphs 1 through 34.

64. CCWIPP breached its fiduciary duties owed to Case Financial through
wrongfully, fraudulently inducing Case Financial and L&M to enter into the Debentures

Agreement without intending to execute and return the Exfension Agreement.
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65.  Case Financial has been damaged thereby in an amount in excess of $2.5 million
or such amount as may be shown at trial.

WHEREFORE Case Financial demands that the Court enter judgment in its favor for
$2,500,000 plus interest, cost, attorneys fees and such other relief as the Court deems proper.

66.  Plaintiffs demand trial by jury on all matters triable by right.

Respectfully submitted,

Of Counsel: SQUIRE, SANDERS & DEMPSEY L.L.P.

PATTON BOGGS LLP D SOV FUA

Lewis F, Murphy

Benjamin G. Chew (Pro Hac Vice Florida Bar No. 30845
admission to be filed) 200 South Biscayne Boulevar
Catherine Sun Suite 4000

2550 M Street NW Miami, FL 33131-2398
Washington, DC 20037 Telephone: 305 577-2957
Telephone: (202) 457-6000 Facsimile: 305 577-7001
Facsimile (202) 457-6315 email: Imurphy@ssd.com

email: bchew@pattonboggs.com

Counsel for Plaintiffs L&M Specialties,
Dated November 8, 2005 Inc. and. Case Financial, Inc.
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L&M SPECIALTIES, INC.
CARISBAD, CA 92008

e
:; A .

Maych 21, 2008 i,
S0UTH OCEAN DEVELOPMENT COMPANY,; LTD .
§3 Campbe]] Avenue East A B

P.0. Box 487 ’
Campballville, Ontarin

L0P 189

Artention: Mr, Eugene X, Fraser
Re:  Somth Ocszn Golf Resort Properties
s :

Ledien and Gentiemen:
‘Thig letter copthrons the intextion of L&M Spechaltes, Ing. { er with its subsidiaries and
cottrolied affiliting, “Purchager”) wud Souath Ooean Dev Company Lul. {topether with

8y entity or person acting op their behalf, “Seler™ 1o pursueli trenstetion involving certuin.
propery located on the Island of New Providence, Bahumas 85 [pore specifically sot forth on the
Summagy Texm Sheet attached as Exhibit A 1o this Jetter (e YTmpssction®). Purchaser and
Seliler hereby scknowledge and agree that the siached Termy Shest aets forth the peincipal
business wrms of the Trangacsion, and that neidee Purchuser fjor Seller shall be bonnd & the
other in any way exospt s provided in this jerer apreeman: and 35 oferwisg provided io th fipal
documentstion stuplementing the Transaction (i then only Tty sccondenie with the terms and
conditions of such dosumentztion),

Drue Biligence
Promplly following the execution of this Jotine agreomant, Selter permnit Puschiaser fo pondact
an examination of the Snancitg, accounting and business of South Ocemn Development

Company, Lid. as well us any contracts and other materisls (applicable to the South Octtap
propertiss, the aperations of its business, the gaming and casinojsgresments, g5 contemplased by
the Transaction, but linited 1o soch property and righes, exchuding the mirios and
surravnding resideatia! real estae development.

Exslugivity Pasiod

As an itduzement for the tims, offurt and mepenss that Pu will incer in respect o due
didigence, imlading legn), soctuniing mnd other sxpenses,| apd provided ther Porchaser
camenies dve diligeires (5.2., eguests materfals) as 5000 18 icabla following the exesution
of this letear ngreement, Seller hamby agrecs that for the fron the date of this Jetter
agrebment through May 31, 2005 (the ™ jod")} Seller, its afilliates, and thelr
respeative officers, directons, simployens xnd agants, shalf n nh:k,@an, sacoept or

SRR PE LA S




South Ocean Golf Resort Properties

March 18, 2005
Fape 2 of 4

:upundtoanyuﬂartomniretho&nm ( as defined in the Trom Sheet) contempland by
Transaction, whether sny. meh transsctipn’ iy spoctured 35 & merger of purchase of amet
properties, stock or other interwsts directly or indirectly held in the praperties, and Sellex
ygroes that it shal) A5 any ¢ ng it mseety or uwitess to
person Other ' ugivity Pariod ( than is the ordinary conrse
Sabler's buginess),

Confidantingity L o
Purchaser and Selier sach; agreey not to dlwlmﬂ:em:umo this letier zgremownt, the T
Sheet attachod hercto, or the fact that any discussions or napatint

mually sgresd to by the parties.
Espepres

Purchuser and Seiler exch sgrees tha it will bear its own exp
the Term Sheet attached hereto and the negotiation snd cons

Mizeelensons .
This lesrer sgretiment, tognther with the attached Tecm Wﬂ the emire agrecent of

nsep related to this Jetter
mmgatioa of the Transsction.

1ba parties with respect to the sabject matier bereof and &nd replaces any existing ordl
or Writeh agrecmerits between the patties, This letter agreement nury be expcoted in azy yombdy
of countecparty, eazh of which may be dosmed an-origtnsl ang ali of whic: together ahail by
aonsidered one and the sams fnstoment. :

[Sigratire Page Follows.]

)

- ey



"FPage 3 6f4

South Qeean Goif Reasert Fropertion
March 18, 2005

Please acknowledge your asceptance uf t!u hm: of |h|l letter by
fetwmibg one axecured oﬂglml ]

w-bdcfon\r-rdmlmnmlb'ﬂmﬂlll s pnﬁﬂ e
Very truly youn, ' o
-L&M SPECIALTIES, INC,

By:
.Nams:  Miche{le Thomus
Tie: President

ACKNOWLEDCED AND AGREELD:

signing in the spuce below amd

SOUTH OCEAN DEVELOFMENT COMPANY L5D,

By: :g»-ﬂ-»g-b'———-—

NBME: EUSENE FRAIER
Terr&: QYixecrelk

Wbk =ty

Lt o s e Ty i




SUMMARY TERM SHEET

The partics are L&M Specialties, Inc., a5 purchaser
Developmatit Company 1ed, as Selier ('soDc”).

The staterpent of intent is that L&M, o its subsidiaries or nsiigny, would enter o 2
purchase/joint vegture agreement with SODL, or its related i
the joint venture ("Newco') would acqhire oertain property 4nd intsrests o the Isand of
New Providemce, The Babamas, vn the following verims and panditions.

‘The SODC property consists of & golf covrse which In under lease for 40 years
{remaining), several hotel buildings, referred 10 43 the © Houses”, aud the “Main
Hotel”, a marina, other imptovements, such as swimming pdols, restsurants, tegnis
contts, beach, bench pavilion, and developable iand. :

SODC has certain rights and exsitlements with the go including marina -

enlargument rights, vond clomwe rights, casine gaming Xi ‘hotel, resideniial and golf
clud. -
L&M would require that Neweo acquire the following (“Property™):

1. The casino gaming license rights:
2. The main hotel and sufficient comiguons jand for th casino;
3, A minimun of two Great House buildings. -

At1he closing of the transaction (the “Closing™), Saller w:»ix,[d comtributs the Property to &
newly bf:-d!madjnim venturs campagy {“Neweo") in exchatge for @ copsideration .
daseribed below.

The purchase price for the Property would be US525 millio (the “Purchase Price.
SODLC would raceive ¢ 3 Closing: T , ’

(1)  USS10 million brcash; and
(@) 25% equity interest in Newco.

Distributions of net cash flow (after debt servics) from Neweo, at the Gmes and in those
amougpts t be determined by Newco (subject to tw requiremients of any third party
leaders), would be a1 fotlaws: _ . :

@  First, 100% to repay ali capital invested or demed invested by each of
L&M, the New Equity rnd Seller, pro rata iniscoordance with thejr
percentage interests, whtich includes () for , the Cash Payment,
L&M Contributiony and (¥) for Seller, the remaining %15 milfion of
allooated property velue plus it shamn (F of the New Equity; and

My
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(i) 'I'he!m.ﬁﬂr all profits to. L&M, the New

mﬂmmmmpaqﬁva

T liew of cagh, Seller mny, at its &pﬁofr. elect {0 receive up

which it is entitled ander clanse (I} in the form of units of 1i

Shares of Meweo (ar the parent eatity in which third parties
10 be determpined at ths time of such distfbution,

Atz the Closing, L&M would be responsible for contzib
“New Equity™). It is cogtempluted that LM wonli toriri

Egquity or syndicate # pertion thereof to third partivs. Stller ma
obligation, slect to contribure up 20 25% of the New Equity.

L&M and Seliar shull extoy into & letter of istent to be ab
Sheot. Provided that L&M agyees to commence due diligen

pructiosble following the execution of the Jetter of intent, then the letter of intent will

b 50% of the apaount 1o

gting all additional equity
required to fond the Potentisl Development, including pre-diveloptient expenses (the

nited paribership itterest, or
), based on » valuation

Jte the ealire emount of New

pchiad inthisSum:uwTem

83 s00n g3 reagonably

.

provide that the Seller will work with L & M for a period thiough May 31, 2005 {ihe

*Duz Diligance Petiod"™)
The Closiny would be subject w;

{I)  Completion of financial, legal snd due diligeace by
. before May 31, 2005;

(2)  Prepaation, negoliation and execution of definftive
ge wansactions contemplated hereby, on o before
ate");

@  L&M mdor Newio's obtaining any required peemi
opersie the Property aiter the Closing; and

Bl 2005 ("Closing

or Jicenses to own and

, &t its option snd without

[ 50, 10 be completed on oy

fation pertaining to

(4)  The Scotiz Bank morigage in the estimated myunt pf $15 Million being in good

stunding, and Neweo's agsumption of suth
fialize the ﬁmils for the servicing of this

Each of the panties shall bear its own expensas related 19 thy negotiation and execution of
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L&M SPECIALTIES, INC.
7468 VIA DI FORTUNA, CARLSBAD, CA 92008

pompump

May 30, 2005

LF. Propco Holdings (Ontario) 32 Litd.,
83 Campbell Avenue East

I.0. Box 487

Campbellville, Ontario

LOP 1BO

Attention: Mr, Clifford Bvans, Director

fte:  Letter of Intent ¢o Purchase Debentures Held on Case Financial, Inc,

Dear Mr. Evans

This letier confirms the infention of L&M Specialties, Inc. (together with its subsidiaries,
controlled affiliates, and assignees “Purchaser”) and 1. F. Propeo Holdings (Ontario) 32
Lid., (“Seller”) to pursue a transaction invelving 2 debentures Ield by the seller totaling
$2,500,000 plus acerued interest on the Summary Term Sheet attached as Exifibit A to
thig letter (the “Transaetion”™). Purchaser and Seller hereby acknowledge dnd agree that
the attached Term Sheet sets forth the principal business terms of the Transaction, and
that neither Purchaser nor Seller shall be bound to the other in any way except as
provided in this letter of agrecment and as otherwise provided in the: final documentation
implementing the Transaction (and then only in accordance with the terms and conditions
of such documentation).

Lxpensgs

Purchaser and Sefler cach agree that it will bear its own expenses related to this lefter
apreement, the Term Sheet attached hereto and the negotiation and consummetion of the
Transaction,

Miscellaneous

This letter agteement, together with the attached Term Sheet, represents the entire
agreement of the parties with respeci to the subject matter hereof and supercedes and
replaces any existing oral or written agreements between the parties, This letter
agreement may be executed in any number of counterparts, each of which may be
deemed an original and all of which together shall be considered one and the same

matmment,

[Signature Page Follows)
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Please acknowledge your acceptance of the terms of this letter by signing in the space
below and returning one executed original,

We look forward to a mutually successful transaction and relationship.
Very truly yours,

L&M SPECIALTIES, INC.

By: Ml ofaeldf @\ﬂ\"ﬂ‘rﬁ )
Name: Michelle Thornas
Titie; President
ACKNOWLEGED AND AGREED:

I. F. PROPCO HOLDINGS (ONTARIO) 32 LD,

By:

Name:
Title:
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EXTBHIT A

Term Sheet
(attached)

‘he Purchaser wishes to purchase the debentures and al) the underlying options, warrants,
and shares attached to the debentures; all other rights which flow with the debentures and
the balance of shares in Case Financial, Inc. which are now owned by CCWIPP, and
agree 10 the following payment schedule:

L L&M makes payment of $250,000 September 1, 2003

2. L&M makes payment of $250,000 November 1, 2005

3 L&M, after payment #2 has the right to sell the 1,000,000 shares attached
to the debentures under a trust agreement whereby 100% of the proceeds
of any share sale, pay down the balanse owing to CCWIPP until such time
a8 the entire sharey are sold or the loan has been paid in full.

4. L&M calculate accrued interest up to date and reduce the interest rate to

7% for the accrual and ongoing period and pay the interest on January 31,

2006, if any is outstanding.

5. Seller transfer options on 3,000,000 shares to L&M upon payment #4

6. All payments made shall vest the percentage of the debentuse paid with
the payor (i.e., upon payment of $250,000 or 10% of all debt and equity
that CCWIPP owns with regard to Case Financial, Inc, will vest with the
payor),

7. Seller sells remaining 449,000 shares to L&M at 20 cents per share on
September 1, 2005
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