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CLERK OF THE COURT

DISTRICT COURT
CLARK COUNTY, NEVADA

CMKM DIAMONDS, INC., a Nevada
Corporation,

Plaintiff,
V8.

DAVE DESORMEAU, individually; JOHN
EDWARDS, individually; ETON
PROPERTIES CORP.; WELLS FARGO
BANK, NATIONAL ASSOCIATION; 1%
GLOBAL STOCK TRANSFER, LLC; HELEN
G. BAGLEY, individually; STACY EWING,
mdividually; SECURITIES TRANSFER
AGENTS MEDALLION PROGRAM, INC.
(STAMP); DOES 3 THROUGH 50, and ROE
CORPORATIONS 5 THROUGH 50, inclusive,

Defendants.

CASE NO: A538649
DEPT NO: XXV

SECOND AMENDED COMPLAINT

Plaintiff, CMKM Diamonds, Inc. (trading symbol CMKX), hereinafter referred as

Plaintifft or CMKM by and through its President and CEOQ, alleges for its Second Amended

Complaint, against Dave Desormeau, et al., alleges and asserts as follows:
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PARTIES AND JURISDICTION

1. At all times relevant hereto, Plaintiff CMKM Diamonds, Inc. 1s and was a Nevada
Corporation, doing business in Clark County, State of Nevada.

2. At all times relevant hereto, Defendant Dave Desormeau is a resident of Clark
County, Nevada.

3. At all times relevant hereto, Defendant John Edwards is a resident of Clark County,
Nevada.

4. At all times relevant hereto, Defendant Eton Properties Corp. (formerly ROE 1)
was a Nevada corporation. The corporation may be served by serving Harvey Makaiwi at 7500
West Lake Mead Blvd #9627, Las Vegas, Nevada.

3. At all time relevant hereto, Defendant Wells Fargo Bank National Association
[formerly ROE 2 (herecafter Wells Fargo)] was and is a United States national association doing
business in Clark County, Nevada and may be served with process by serving its registered agent
Corporation Service Company d/b/a CSC Corporate Services of Nevada Inc., 502 John Street,
Carson City, Nevada 89706.

6. At all times relevant hereto, Defendant 1% Global Stock Transfer LLC [formerly
ROE 3 (hereafter 1** Global)] was and is a Nevada limited liability company conducting business
in Clark County, Nevada.

7. At all times relevant hereto, Defendant Helen G. Bagley [formerly DOE 1(hereafter
Bagley)] was and is a resident of Clark County, Nevada. Bagley was at all times relevant hereto
the principal of 1* Global Stock Transfer, LLC.

8. At all times relevant hereto, Defendant Stacy Ewing [formerly DOE 2 (hereafter
Ewing)]| was and is a resident of Clark County, Nevada.

9. At all times relevant hereto, Defendant Securities Transfer Agents Medallion
Program, Inc. [formerly ROE 4 (hercafter STAMP)] is and was a New York not for profit
corporation engaging in sccuritics transactions which arc the subject of this action. Defendant
may be served by serving it registered agent for service Robert S. Appel, 620 Fifth Avenue, New

York, New York.
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10. The true names and capacities, whether individual, corporate, or otherwise, or
Defendants herein designated as Does 3 through 50 inclusive, are unknown to the Plaintiff at this
time, who therefore sue said Defendants by such fictitious names. Plaintiff is informed and
believes that each of said Defendants is responsible in some manner for the events and happenings
and proximately caused the damages herein alleged. Plaintiff will seek leave to amend this
Complaint to allege their true names and capacities as they are ascertained.

11. That the true names, identities, and capacities, whether individual, corporate,
associate, or otherwise, of Defendants ROE corporations 5 through 50, inclusive, are unknown to
Plaintiff, who therefore sue said Defendants by such fictitious names. Plaintiffs are informed and
believe, and thereon allege, that each of the Defendants designated herein as ROE corporations are
responsible in some manner for events and happenings herein referred to an caused damages
proximately thereby the Plaintiffs as herein alleged; that Plaintiff will ask leave of this Court to
amend this Complaint to insert the true names, identities, and capacities of said Defendants ROES
5 through 50, inclusive, when same have been ascertained by Plaintiffs, together with appropriate
charging allegations, and to join such Defendants in this action.

12.  This Court has jurisdiction in this matter and this venue is proper because the

action relates to agreements and conduct that occurred in Clark County, Nevada.

PRELIMINARY STATEMENT

13.  Plaintiff, CMKM claimed to own thousands of acres of mineral claims in the
Saskatchewan Province of Canada. CMKM’s core business was development of those mineral
claims. Press releases from CMKM suggest the claims of CMKM contain rich deposits of
diamonds and other minerals. The Defendants, and each of them, conspired with other officers and
insiders of CMKM to dilute the stock and reap huge profits personally causing damage to the
CMKM. Defendant Desormeau (also referred to in public filings as company treasurer and
financial systems consultant) failed to keep accurate and complete accounting records of CMKM.
This failure and Desormeau’s refusal to turn over CMKM records resulted in CMKM'’s inability to
obtained audited financials as required by the regulatory authorities. As a result of the actions of

the Defendants and other officers and insiders of CMKM the Securities and Exchange
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Commission (hereafter SEC) brought an administrative proceeding against CMKM for failing to
file its financial records as required by statute. CMKM’s stock was delisted by order of the SEC
following the administrative hearing. This delisting has deprived CMKM of its ability to have its
stock traded in the public market.

FACTS COMMON TO ALL DEFENDANTS

14.  From January of 2003 through August of 2004, various stock dilution techniques
were employed by Defendants and insiders to inflate the issued and outstanding stock of CMKM
by over 700,000,000,000 shares. It has taken the concerted effort of a group of lawyers,
accountants, financial advisors, brokers, market makers, insiders, professional stock manipulators
and corporate fiduciaries to successfully dilute the market with 700,000,000,000 Company shares.
The investing public was unaware of the insider trading, self dealing and market manipulation that
was ongoing while press releases presented CMKM in a positive light.

15.  Press releases from CMKM suggested CMKM was buying back stock by the
billions when insiders such as Defendants Edwards and Desormeau and certain officers and
affiliates of CMKM were well aware that while a few billion shares were being retired, hundreds
of billions were in fact being sold through the public markets by insiders. The two named
Defendants were liquidating CMKM stock by the hundreds of billions shares unknown to the
general public investor. Hundreds of millions of dollars were paid by shareholders to acquire
stock in CMKM as a result of the positive press releases issued by CMKM. Only a small portion
of the proceeds from the sale of this stock was used to further the legitimate business of CMKM
because of the trading techniques orchestrated by Defendants.

16.  Many of the current sharcholders have owned CMKM stock or its predecessor’s
stock CMKI since 2000. Since the acquisition by CMKM of CMKI in 2002 there has not been a
single page of audited financials filed with the SEC nor made available to Company shareholders.
Numecrous press releases from CMKM since 2003 tell their sharcholders about the cfforts of
CMKM to obtain audited financials and rcturn to trading status. There were assurances 1n official
CMKM press releases that experienced financial help and securities experts were working on

CMKM’s reporting problems.
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17. When the SEC filed an Order Instituting Proceeding (aka 12J proceeding) in March
of 2005, the sharcholders became aware CMKM was not filing properly audited financials. An
SEC 12j proceeding normally involves CMKM, its attorney and the SEC Enforcement Division
Attorneys. Estimates at the time of this SEC filing placed the number of known CMKM
shareholders in excess of 50,000. A sharcholders group hired counsel and asked to intervene in
the 12j proceeding. The administrative law judge allowed counsel to intervene on behalf of the
shareholders by order signed on April 12, 2005. If this judge had not allowed counsel for the
sharcholders a seat at the table of the administrative hearing, CMKM and its sharcholders would
not have the evidence to bring this suit today.

18.  As a part of this order, counsel for the sharcholders was granted limited
participation but both the SEC and CMKM were directed to forward copies of all exhibits and
discovery between the parties to the sharcholder’s attorney. A hearing was scheduled for May 10,
2005. The shareholders’ attorney began receiving discovery matters from CMKM and the SEC on
April 24, 2005. On May 5, 2005, counsel for CMKM forwarded to the shareholders’ attorney a
select number of bank statements documenting transactions that had occurred during a five or six
month period in 2004. Information contained in these bank statements combined with stock
records of John Edwards and David Desormeau, and the handwritten notes of an auditor revealed
disturbing facts of massive dilution and manipulation of CMKM stock.  These documents
confirmed questionable stock transactions and possible securities violations being committed by
officers, affiliates and insiders of CMKM. The documents produced for this hearing by individuals
working inside CMKM mandate that action be taken against certain parties.

19.  Although great damage has been caused to CMKM by the Defendants and others,
CMKM acquired assets that will allow it to return to trading status. Current management plans to
restore CMKM to a viable entity. Plaintiff brings this action to seek recovery for CMKM from
those individuals and companics that have caused damage to CMKM.

FACTS PARTICULAR TO DAVID DESORMEAU

20.  Defendant David Desormeau was at relevant times a financial systems consultant

and held positions as treasurer of CMKM. Defendant was hired by CMKM in December of 2002
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to implement a real time financial reporting and inventory control system. On January 15, 2003,
CMKM hired Mr. Desormeau as CMKM Treasurer. In addition to his duties at CMKM, Mr.
Desormeau was appointed secretary and treasurer of Casavant International Mining in July of
2004 shortly after CMKM announced its agreement to invest $1,000,000 in Casavant International
Mining. Desormeau at all times was the financial controller and worked with John Edwards to
direct a majority of the stock trading activities of the corporation. Desormeau was present during
many significant meetings regarding the issuance and sale of company stock.

21.  During the administrative hearing much discussion was had about Defendant Dave
Desormeau. In opening statements, CMKM attorney stated to the administrative law judge as
follows: “.....we have an accountant that’s paid $1.5 million over a two year period to process the
accounting material for these people, for this client. We get 25 sheets of paper that is merely

>

shareholders equity....” The SEC and CMKM presented many witnesses during a full day of
testimony. The issue was whether or not CMKM had filed financial reports. CMKM had not
filed financial reports and has never filed such reports. Defendant Desormeau, although
compensated in extraordinary sums, breached the duties owed to Company by losing, destroying
or hiding company records from company officials and regulatory authorities.

22.  Defendant owns two companies relevant to this lawsuit known as Part Time
Management, Inc. and Business Works, Inc. During the relevant time periods, Part Time
Management, Inc. was issued approximately 16 billion shares of CMKM stock and Business
Works, Inc. was issued approximately 63 billion shares of CMKM stock. These stock issuances
were for free trading and various amounts of restricted stock. At the time of this action, Business
Works, Inc. owns a certificate of 47,145,000 shares. Part Time Management, Inc. still owns
332,000,000 shares. All other shares have been sold into the market or to third parties.
Desormeau’s company Business Works, Inc. is the registered agent for other companies that
appear to have been used to sell CMKM stock. Other companies associated with Desormeau
include Canadian Diamond Ficlds, Inc., Diamond Quality, Inc., and Silver Fox Capital, Inc.

Diamond Quality, Inc. sold 2.5 billion shares of company restricted stock in September of 2003.

Silver Fox Capital, Inc. was 1ssued 10 billion shares in March of 2005. Records of CMKM transfer
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agent show Business Works, Inc. surrendering various stock certificates beginning in February of
2003 and continuing through August of 2004. During this period of time Desormeau surrendered
over 150 separate stock certificates in varying amounts as large as 500 million shares.
Desormeau’s dilutive actions caused great harm to CMKM and the sharcholders for purely
personal gain.

23. It was learned during the discovery process of the administrative hearing that in
addition to the stock issued to Defendant’s companies, Defendant was paid by personal checks
from CMKM CEO $49,500 during the months of June, July and August of 2004 for rcasons
unknown to the Plaintiff. It is believed that CMKM purchased a vehicle for Desormeau. Stock
was given to Desormeau in the name of numerous other companies controlled or owned by
Desormeau. The highly touted financial system that the Defendant was to bring to CMKM was
never instituted, much to the disappointment of the shareholders. The system touted to the
sharcholders was “to insure secamless integration with newly enacted Securities and Exchange
Commission auditing practices for public companies”. Press Release December 3, 2002. This
system was promised to CMKM to be capable of producing daily drilling logs, field reports, core
sampling data, product expenditures and other features. Defendant’s failure to implement such
system and his refusal to turn over records to CMKM was at the very least a major contributing
factor to the SEC’s decision to delist CMKM thus preventing the shareholders from being able to
trade their stock.

FACTS PARTICULAR TO JOHN EDWARDS

24.  In late 2002 or early 2003, Defendant John Edwards convened a meeting at his
office and invited many stock promoters and eventual insiders of CMKM. At such meeting,
Edwards agreed to raise $100,000,000 to allow CMKM to develop the mineral properties owned
by CMKM in Saskatchewan, Canada. At this meeting, John Edwards began the control of
CMKM. Records produced at the administrative hearing described above show that John
Edwards’ companics paid all the bills of CMKM. Company management gathered prior to the
institution of the SEC 12j proceeding with an auditor hired by CMKM to audit the records of

CMKM. John Edwards attended the meeting with the auditor and company management. The

_7-




O 0 1 S o R W N

N N NN N N NN N R e e e e e e
o ~1 SN o Bk W e =N e Sy W e =D

auditor, Neil Levine, was well known to Edwards. Mr. Levine had worked with Edwards in other
companies and was brought to CMKM by John Edwards. Neil Levine accepted a six figure
retainer from CMKM but withdrew from the audit in the middle of the SEC administrative hearing
thus hindering the efforts of CMKM to present audited financials to the SEC.

25.  The records confirmed that John Edwards was selling stock and sending money to
company management for various company expenses. John Edwards maintained possession of the
stock transfer ledger. According to records produced by the SEC, John Edwards set up 32 trust
accounts at NevWest Securities for the purpose of trading CMKM stocks and other issues. All 32
trading accounts listed John Edwards as the sole trustee. There were no beneficiaries identified in
any of these trust accounts. A handwriting expert has opined that a single individual signed several
of the individuals’ names found throughout the account applications for these 36 trading accounts.
Many of the account applications stated that the assets owned by these trusts were collectively in
the millions of dollars. Other evidence suggests that these accounts were merely flow through
entities that had no real assets. They were simply vehicles for Edwards to launder the CMKM
stock and the stock of other issuers.

26. It 1s estimated that over 250 billion shares of CMKM stock were dumped into the
public market through the Edwards’ accounts. The sheer volume of the trading eventually drew
the attention of the SEC and the NASD. The NASD filed a formal complaint against NevWest
Securities in September of 2006. The investigation by the NASD confirmed over 500 transactions
involving more than 250 billion shares of CMKM stock went through the Edwards’ trust accounts.
The value of the trades according to the NASD complaint was over $53,000,000. The proceeds of
the stock sales went to various third parties for the benefit of John Edwards and not to any of the
named trusts. NevWest Securities was cited with multiple violations of the Anti-Money
Laundering rules and violations pertaining to their failure to file required SARS reports.
(Suspicious Activity Reports) A majority of the addresses of the Edwards’ trusts have been traced
to mail drops and not actual business locations.

27.  One of the corporations formed by John Edwards to facilitate the distribution of

funds acquired from CMKM insiders was Eton Properties Corp. (Roe 1 Corporation). John
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Edwards was illegally issued billions of shares of stock by CMKM management from 2002 thru
2005. On several occasions Mr. Edwards would forge stock powers to acquire CMKM shares
which were eventually sold by Edwards through his various trading accounts. The proceeds from
these illegal sales were deposited into Eton Properties Corp.’s bank accounts. The funds would
then be used by Mr. Edwards to purchase real estate all across the U.S. John Edwards made other
personal investments with funds from Eton Properties Corp..
28.  Properties known to be purchased by Eton Properties Corp. include, but are not

limited to, the following:

A. 2640 Golden Sands Drive Las Vegas, Clark County, Nevada

Sale Price: $260,000 Date Acquired: 10-26-04

B. 401 Kings Fork Road (inc. 11.93 acres) Suffolk, Virgina

Sale Price: $275,000 Date Acquired: 11-02-04
C. 2541 Acres (Commercial) Rabun County, Georgia
Sale Price: $800,000 Date Acquired: 09-24-04

It is believed that further discovery will yield additional properties purchased with funds obtained
through the illegal sales of CMKM Stock.

29. 20 companies have been identified through transfer agent records with addresses in
Langley, B.C. John Edwards has used these companies to liquidate CMKM stock. The addresses
of these Canadian companies can be traced to mail drops as opposed to actual business locations.
When requested to appear for a deposition by the SEC, Mr. Edwards appeared with counsel and
claimed his fifth amendment right against self-incrimination. He refused to testify regarding his
activities in CMKM stock.

FACTS PARTICULAR TO WELLS FARGO, STAMP AND EWING

30.  In the course of discovery by Plaintiff in this case and other matters, it was learned
that John Edwards had a long standing rclationship with Wells Fargo which began in 2002 and
continucd through 2007. Wells Fargo 1s a national bank with numerous locations throughout the
United States and Nevada. Edwards had investment accounts and depository checking accounts

with Wells Fargo during all times relevant to this litigation. Edwards was well known to Wells
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