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Thomas A. Seaman ("Receiver") Court-appointed permanent receiver for Small Business 

Capital Corp. ("SB Capital"), Investors Prime Fund, LLC ("IPF"), SBC Portfolio Fund, LLC 

("SPF") and their subsidiaries and affiliates, including Small Business Capital, LLC ("SBC LLC") 

and SBC Senior Commercial Mortgage Fund, LLC ("SCMF") (collectively, "Receivership 

Entities"), submits this Sixth Interim Report.  The Receiver has previously filed five interim 

reports, Docket Nos. 30, 53, 77, 167, and 386.  The Receiver's Fifth Interim Report was filed on 

April 15, 2013 for the period from January 1, 2012 through March 31, 2013.  This Sixth Interim 

Report focuses on the Receiver's activities during the three-month period from April 1, 2013 

through June 30, 2013, and also provides inception-to-date accounting information. 

I. EXECUTIVE SUMMARY 

Operations of the Receivership Entities were stable during the second quarter of 2013 and 

the cash in the receivership estate increased by $2,451,961.50 to $14,754,541.21, before costs of 

administration of the receivership are taken into account.  Significant progress was made in 

resolving non-performing loans and marketing real estate taken back through foreclosure 

("REOs").  The Receiver obtained Court approval for the resolution or sale of assets which have 

generated or will generate approximately $3.2 million for the receivership estate.  Collection 

efforts have also been successful.  Site visits have been conducted on all impaired loans.  The 

specific actions taken on various troubled assets are set forth in further detail below. 

In addition to working on the non-performing loans, REO assets, and general loan 

servicing, the Receiver completed his cash basis forensic accounting of the sources and uses of 

funds obtained from the investors of IPF, SPF and SCMF ("members").  The Receiver’s Forensic 

Accounting Report was filed on June 27, 2013.  Docket No. 557. 

The Receiver also received and processed claims from members and other creditors.  The 

deadline to submit claims to the Receiver was May 10, 2013.  The Receiver is in the process of 

reconciling and analyzing claims and will seek approval of his recommendations for allowed 

claim amounts shortly. 

Unfortunately, during this period the Receiver has also continued to spend significant time 

and resources addressing what the Receiver believes to be spurious motions and actions brought 
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by Mr. Feathers.  The Receiver has worked hard to limit the cost of responding to Mr. Feathers, 

however, the Receiver's and the Receiver's attorney fees and costs continue to be incurred to 

address these matters. 

II. SUMMARY OF RECEIVER'S ACTIVITIES 

A. Operations and Accounting 

1. Post-Receivership Receipts and Disbursements 

Exhibit A provides cash basis financial statements through June 30, 2013, and includes a 

Profit and Loss Statement, Balance Sheet and a redacted detailed General Ledger for April, May, 

and June 2013.  The total gross receipts to the estate during the three-month period were 

$6,033,432.85; comprised of loan payments from borrowers in the amount of $3,754,148.57, loan 

principal repayments of $2,260,714.99, rental income of $10,500.00, Coast Capital revenue of 

$2,631.31, late fees of $3,001.20, sale proceeds from office equipment of $779.03, and interest 

income of $1,657.75.  The loan portfolios generated loan interest income of $305,626.63 and loan 

servicing income of $290,833.35 during the quarter.   

Total disbursements were $3,581,471.35 comprised of operating expenses of $412,424.02 

and disbursements from the loan payment holding accounts to lending participants and the Funds 

of $3,169,047.33.  The Profit and Loss statement in Exhibit A provides a summary of operating 

expenses comprising the total amount of $412,424.02 of operating expenses.  For the three-month 

period, the cash in the receivership estate increased by $2,451,961.50 and the Receiver was 

holding cash in the total amount of $14,754,541.21 as of June 30, 2013.   

Since the inception of the receivership, the total gross receipts are $23,872,000.31; 

comprised of loan payments from borrowers in the amount of $10,183,182.77, loan principal 

repayments of $3,332,706.93, rental income of $36,830.00, Coast Capital revenue of $32,410.55 

late fees of $16,814.28, funds seized or turned over in the amount of $10,249,494.45, refunds of 

$16,363.69, sale proceeds from office equipment of $779.03, and interest income of $3,418.61.  

Since the time of the Receiver's appointment, the loan portfolios generated loan interest income of 

$1,267,194.73 and loan servicing income of $1,218,324.52. 
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Since the inception of the receivership, total disbursements are $9,117,459.10, comprised 

of operating expenses of $1,006,974.65, loan funding of $32,945.01, payments on the Natoma 

REO of $400,140.04, and payments to lending participants and the Funds of $7,677,399.40. 

2. Receiver and Professional Fees and Costs 

The increase in cash and the cash balance are before payment of any professional fees.  To 

date, $253,572.38 has been paid in Court-approved professional fees and costs to the Receiver and 

his counsel.  The Receiver's unpaid fees through June 30, 2013 are approximately $830,249.  The 

Receiver's counsel's unpaid fees and expenses are approximately $496,196.15.1  The total unpaid 

professional fees are therefore $1,326,625, making the adjusted increase in cash for the quarter 

approximately $1,995,815.45 and the adjusted cash balance after unpaid professional fees 

approximately $13,427,916.21. 

As discussed in prior reports and fee applications, a substantial portion of the fees and 

costs incurred by the Receiver and his counsel have been in responding to the numerous motions, 

oppositions, and out of court actions taken by Mr. Feathers in an effort to hinder and impede the 

Receiver's performance of his duties.  Virtually all of Mr. Feathers' arguments and theories have 

been rejected by the Court, resulting in a wasteful consumption of receivership estate resources 

with no benefit to members.  During the first half of 2013, the Receiver estimates that 

approximately $50,000 of his fees and $60,000 of his counsel’s fees are directly related to 

Mr. Feathers’ motions, oppositions, out of court actions, and other unnecessary interference with 

the receivership. 

Leaving aside the increase in fees due to the unnecessary actions of Mr. Feathers, the 

Receiver has operated the Receivership Entities efficiently.  More specifically, prior to the 

appointment of the Receiver, the operating expenses of the Receivership Entities were $290,000 

per month.  This resulted in a cash shortfall of $490,000 per month.  As discussed above, the cash 

flow is now stabilized and the cash balance is increasing.  In the most recent quarter, the operating 

expenses were less than $50,000 per month.  The Receiver’s fees associated with operating the 

                                                 
1 Preparation of the third interim fee applications is pending and therefore these are approximate 

numbers only. 
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companies, as well as the cost of administering the Receivership Estate are approximately $52,000 

per month in this quarter, 65% less than what the Receivership Entities were spending prior to the 

appointment of the Receiver.  The Receiver has stabilized the cash flow and preserved the status 

quo as ordered by the Court.  

The professional fees of the Receiver may be analyzed as follows: 

 RELATED TO 
FEATHERS

FORENSIC 
ACCOUNTING

OPERATE COMPANY& 
ADMINISTER ESTATE TOTAL

Fee App 1 -0- 2,090 239,837 241,927

Fee App 2 14,812 42,908 137,560 195,280

Fee App 32 35,168 175,358 345,819 556,344

Total 49,980 220,355 723,216 993,550

With the forensic accounting work now completed, the Receiver expects his fees to be 

lower in the coming months. 

The Receiver has been paid 67% of the amount incurred in his first interim fee application, 

which covered the period from the commencement of the case through September 30, 2012, and 

has therefore been paid for approximately the first 9 weeks of the case.  The Receiver has incurred 

approximately $830,249 in unpaid fees and costs.  Allen Matkins has been paid 59% of the 

amount incurred in its first interim fee application.  Allen Matkins has incurred approximately 

$496,196.15 in unpaid fees and costs.  The second interim fee applications for the quarter ending 

December 31, 2012 were filed on April 4, 2013, set for hearing on June 28, 2013, and taken under 

submission.   The Receiver and his counsel will file their third interim fee applications for the six 

months ending June 30, 2013 shortly after the filing of this report. 

3. Business Operations, Loan Portfolio, Loan Servicing and Other Assets 

The Receivership Entities currently hold 62 loans, with unpaid principal of approximately 

$20 million, including loans they originated.  The majority of the loans have been sold to 

unrelated parties.  In addition, the Receivership Entities hold three REOs. 

                                                 
2The Receiver’s third interim fee application will be for the six months ending June 30, 2013. 

Case5:12-cv-03237-EJD   Document581   Filed07/23/13   Page6 of 39



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

 

807623.01/SD 
 -5- 

Case No.  CV12-03237
RECEIVER'S SIXTH INTERIM REPORT

 

LAW OFFICES 

Allen Matkins Leck Gamble
Mallory & Natsis LLP 

(a) Impaired Loans 

The Receiver's last report included a discussion of twelve loans which were put on the 

"watch list" -- five 7A loans, three 504 loans, and four non-SBA loans.  Of these twelve loans, 

four were not current on their monthly payments - two 7A loans, one 504 loan and one non-SBA 

loan.  The following is the status of each of the twelve loans that are on the watch list. 

(i) 7A LOANS Watch List 

Van Arsdale-Harris Lumber:  The unpaid principal is $1,905,749.51 and Small Business 

Capital, LLC ("SBC LLC"), a subsidiary of IPF, owns 10% of the loan.  This is an SBA 7A loan.  

This borrower is typically 30 or 60 days late.  The borrower currently owes both June and 

July 2013 payments.  The borrower has arranged for an accounts receivable loan and has informed 

the Receiver that the June and July 2013 payments will be forwarded by month end.  The 

borrower has paid all 2012/2013 property taxes.  While this loan is well collateralized and the 

business has a long history, the Receiver will continue to report this loan as a "special mention" in 

reporting to the SBA and computing appropriate loan loss reserves and monitor it closely.   

Peninsula Air Conditioning, Inc.:  The unpaid principal is $745,871.  SBC LLC owns 10% 

of the loan.  This is also an SBA 7A loan.  As explained in previous reports, beginning on 

August 1, 2012, the loan became fully amortized and the payment amount nearly tripled to $9,005.  

Shortly thereafter, the President and sole shareholder (and guarantor) suffered a stroke, which left 

him unable to run the Company.  The business is currently being operated by the owner's son, but 

it is not generating sufficient cash flow to service the debt.  The loan has been in default since 

August 2012.  The Receiver recorded a Notice of Default on January 4, 2013.   

The property is currently on the market for $3.3 million and has a small senior mortgage of 

less than $150,000.  On April 8, 2013, the Receiver and the guarantors executed a Forbearance, 

Reservation of Rights and Release Agreement under which the Receiver will forbear from 

enforcing existing defaults until August 1, 2013, while the guarantors market and sell their 

residence in order to pay off the loan.  In exchange, the guarantors have executed a deed of trust 

on their residence in favor of SBC LLC.  The Receiver is informed that the residence is not yet 
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under contract and the borrower is planning to reduce the list price.  The Receiver continues to 

monitor the sale of the residence, which will allow the borrower to pay off the loan in full.  

The Receiver has followed all necessary steps in the treatment of this past due SBA 7A 

loan, including transferring the loan to U.S. SBA National Guaranty Purchase Center upon loan 

status reaching 90 days past due, requesting the U.S. SBA buy back the guaranteed portion of the 

loan from the secondary market by submitting the standardized demand letter and supporting 

documentation package, continuing monthly reporting to Colson Services up to the point of 

purchase by the SBA of the guaranteed portion of the loan from the secondary market, 

reimbursing the SBA for interest accrued in excess of its 120-day obligation, and submitting a 

complete 10-tab package to the SBA within 45 days of the SBA's buy back of the guaranteed 

portion of the loan from the secondary market.  The Receiver has also timely submitted quarterly 

status reports to the SBA as required. 

Z&H Happy Hands Corporation dba Happy Hands Car Wash:  The unpaid principal 

balance is $1,781,829.78  This is an SBA 7A loan secured by a first trust deed on property located 

at 1205 W. 17th Street, Santa Ana, California and a second trust deed on a multi-unit investor 

property located at 17616 Sherman Way, Van Nuys, California.  SBC LLC owns 10% of this loan.  

The borrower is current on the loan payments but delinquent on 2012/2013 property taxes.  The 

business is not profitable, sales are declining, and there is some deferred maintenance at the 

property.  The borrower submitted his financial statements and an evaluation indicates that 

revenue and profits are declining and that the borrower has cut expenses.  It appears that the 

business may be over leveraged and the borrower may need to sell it at a loss.  The loan, however, 

is still well collateralized by the second trust deed on the Van Nuys property, so the Receiver does 

not ultimately expect a loss.  The Receiver anticipates more time will be incurred in servicing and 

potentially restructuring the loan.  The Receiver will continue to monitor this loan closely. 

Bragato Paving Company:  The unpaid principal balance is $1,797,025.80.  This is an SBA 

7A loan secured by a first trust deed on property located at 500 – 506 Bragato Road, San Carlos, 

California and a second trust deed on property located at 2141 San Carlos Avenue, San Carlos, 

California.  SBC LLC owns 10% of this loan.  This loan was 30 days late, but is now current.  The 
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borrower is significantly delinquent on property taxes.  The Receiver continues to monitor the 

borrower to ensure he is working on a repayment plan for the property taxes with the county.  The 

Receiver will check with the county as to their plans to enforce their lien in order to determine 

how best to proceed. 

8098 Professional Building, Ltd.:  The principal balance on this loan is $1,569,290.27.  

This loan is secured by a first mortgage on property located at 8094 – 8098 Market Street, Warren, 

Ohio.  SBC LLC owns 25% of this loan.  The co-borrower is a doctor who has an office in the 

building, along with several other medical tenants.  The borrower is currently 30 days delinquent 

for his June loan payment and his July payment has not been received.  The Receiver has sent a 

default letter to the borrower.  The property taxes were also in default, but the borrower now has 

an approved repayment plan with the county.   

Robert Smith and Deborah Cramer dba Bob’s Iron:  The principal balance on this loan is 

$429,319.26.  This loan is secured by a first mortgage on property located at 740 Kevin Court, 

Oakland California.  The borrower operates a structural steel and precast concrete business.  

SBC LLC owns 25% of this loan.  The borrower was delinquent for the March and April 2013 

loan payments but brought the loan current.  The borrower is now delinquent for the June and 

July 2013 loan payments.  A default letter has been sent to the borrower.  A site inspection was 

conducted in May 2013. 

(ii) 504 LOANS Watch List 

Decorative Paving:  The principal balance on this loan is $394,197.73.  This is an SBA 504 

loan originated by SPF.  This borrower continues to make monthly payments, although, as 

outlined in prior reports, they previously fell a month behind which they have not yet fully paid, so 

the loan shows a rolling 30-day delinquency.  The borrower agreed to cure the payment default 

over six months, so each monthly payment has been increased by $532.  The borrower has made 

all additional payments as agreed and will be current in September 2013. The borrower is also 

significantly delinquent on property taxes and the Receiver has suggested that the borrower enter 

into a payment plan with the county.  Based on the appraisal done at the time the loan was 

originated, the loan-to-value ratio is 50%, so no loss of principal is expected.   

Case5:12-cv-03237-EJD   Document581   Filed07/23/13   Page9 of 39



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

 

807623.01/SD 
 -8- 

Case No.  CV12-03237
RECEIVER'S SIXTH INTERIM REPORT

 

LAW OFFICES 

Allen Matkins Leck Gamble
Mallory & Natsis LLP 

White Walls:  The principal balance on this loan is $703,856.91.  This is an SBA 504 loan 

originated by IPF.  Subsequently, 85% of the loan was pooled and sold to an unrelated party, and 

the balance was transferred to SPF.  The loan is secured by a first trust deed on property located at 

882-886 Geary Street in San Francisco, California.  The loan was used for the purchase of an art 

gallery.  While the loan payments are current, the insurance lapsed, and SPF force placed 

insurance.  In June 2013, the borrower obtained his own insurance policy and the force placed 

insurance was cancelled.  The borrower is delinquent on the second installment of 2012/2103 

property taxes  Based on the appraisal done at the time the loan was originated, the loan-to-value 

ratio was only 50%.  Since then, property values in downtown San Francisco have generally 

improved.   

3 AM, LLC:  The principal balance on this loan is $3,725,689.  This is an SBA 504 loan 

purchased from another lender by SBC Senior Commercial Mortgage Fund, LLC.  Subsequently, 

85% of the loan was pooled and sold to an unrelated party.  The loan is secured by a first trust 

deed on a hotel property located at 8850 Hampton Mall Drive North, Capitol Heights, Maryland as 

well as a UCC-1 lien on the furniture and fixtures at the hotel.  The borrower has been delinquent 

since the April 2013 loan payment.  A default letter was sent to borrower on July 1, 2013.  The 

Receiver has hired local counsel in Maryland and initiated foreclosure proceedings.  Based on the 

appraisal done at the time the loan was originated, the loan-to-value was 50%. 

(iii) NON-SBA LOANS Watch List 

The Four Brothers Inns, LLC:  The Four Brothers Inns, LLC ("TFBI") owns and operates 

the Brannan Cottage Inn in Calistoga, California.  The Brannan Cottage Inn is a six-room bed and 

breakfast, listed on the National Register of Historic Places.  It was built in 1860 by Samuel 

Brannan, Calistoga's founder.  Calistoga is in the heart of California's wine country, and the Inn is 

well located and well maintained.  The loan of $1,215,500 was made by IPF in March 2008.  This 

is a non-SBA guaranteed loan.  The loan has been in default since October 1, 2011, and 

subsequently matured on January 31, 2012.  The Court approved a discounted payoff by order 

entered May 10, 2013 (Docket No. 456) and the sale of the property occurred on June 4, 2013.  
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The net proceeds received from the sale were $819,743.70.  Therefore, this loan will be removed 

from the watch list. 

Kallapa Rampur:  The unpaid principal balance on this loan is $2,211,563.81.  This is a 

non-SBA guaranteed loan that has been in default since July 10, 2012.  Prior to the appointment of 

the Receiver, the borrower had been paying $3,500 per week, although payments were 

inconsistent, with many weeks skipped and 17 bounced checks reflected in the Defendant’s 

payment ledger.   

On October 29, 2012, the Receiver recorded and served a Notice of Default.  The collateral 

for this loan is a gas station located at 4500 Park Boulevard in Oakland, California. The loan 

matured on June 30, 2013.  The Receiver temporarily agreed to accept weekly payments of $3,850 

made by automatic debit from the borrower's bank account.  All payments were made as agreed 

until June 20, 2013, when the property suffered extensive damage in an ATM robbery which 

caused the business to shut down for over a month.  The Receiver is working with the borrower 

and borrower’s insurance carrier to ensure that all work to restore the property is completed in a 

timely manner.  The work is anticipated to be completed by the end of July.  The Receiver is 

evaluating a possible extension of the loan. 

349 First Street, LLC:  This loan was discussed in detail in the Receiver's Motion for 

Administrative Relief; Request for Authority to Accept Discounted Payoff of Construction Loan, 

Docket No. 307.  In summary, having determined that the lack of contracts, city approvals and 

other deficiencies in the loan made the risks of further funding unacceptably great in relation to the 

potential economic benefit, the Receiver requested authority to accept a payoff of the loan.  The 

Court granted the relief sought on April 12, 2013.  The discounted payoff amount of 

$1,247,702.64 was paid to the receivership estate on April 17, 2013.  Therefore, this loan will be 

removed from the watch list. 

Dunn/Pajaro Street, Inc.  The principal balance on this loan is currently $27,000.  This 

interest only loan of $30,000 was purchased by SPF from another lender on June 21, 2012, three 

months before it was scheduled to mature on October 1, 2012, despite the fact the borrower had no 

means to repay it.  The Receiver extended the term until March 31, 2013 and then to June 30, 
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2013, and required $500 monthly principal reductions as part of each extension.  Borrower is 

current on all loan payments.  In July 2013, the Receiver agreed to further extended the term of the 

loan to September 30, 2013, with continued $500 monthly principal payments and the requirement 

to pay all delinquent property taxes prior to the effective date of the extension.  The borrower is in 

the process of refinancing the property and expects to pay off the loan in August 2013.   

(b) Real Estate Owned 

In addition to the non-performing loans, there are three properties acquired by the 

Receivership Entities through foreclosure.  Each of these properties is discussed in detail in the 

Receiver's Motion for Authority to (A) Sell Natoma Property; (B) Sell Sweet Fingers Property; 

(C) Sell Whiskey Junction Property; and (D) Accept Discounted Payoff from The Four Brothers 

Inns, LLC ("Sale Motion").  Docket No. 419.  The Court granted the Sale Motion by order entered 

on May 10, 2013.  Docket No. 456.  The following is the status of the Receiver's efforts to market 

and sell each of the three properties: 

Natoma:  The sale of the property closed on July 11, 2013 and $708,554 was received as 

net sales proceeds.  These funds are not reflected in the financial statements accompanying this 

report as they were received after the end of the second quarter.   

Sweet Fingers:  The Receiver entered into a purchase agreement to sell the property for 

$315,000 on June 19, 2013.  The buyer has completed its physical inspection and has requested a 

reduction of the sales price due to certain deferred maintenance.  The Receiver has reviewed the 

buyer’s inspection report and has asked for additional information regarding the deferred 

maintenance in order to evaluate whether a price reduction is appropriate.  The buyer has until 

August 19, 2013 to remove all other contingencies. 

Whiskey Junction:  The Receiver entered into a purchase agreement to sell the property 

and liquor license for $290,000 on June 3, 2013.  After completing its due diligence, the buyer 

informed Receiver on July 12, 2013 that it was not interested in pursuing the purchase of the 

property.  The listing broker has resumed marketing the property. 
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B. Analysis of Loans 

The Receiver has continued to conduct due diligence on the Receivership Entities' loan 

portfolio.  The following table provides the number and amount of loans held by each entity. 
Loan 

Summary IPF SBC, LLC SPF 
Sen. Comm. 

Mortgage Total 

7A SBA Loans 
# of loans               -    43               -                   -    43 
$ value               -    7,235,882               -                   -    7,235,882 

504 SBA Loans 
# of loans 2 4 10 16 
$ value 4,423,618 3,160,840 2,755,315 10,339,773 

Non-SBA loans 
# of loans 1 2                 -  3 
$ value 2,211,564 67,424                 -   2,278,988 

Total  
# of loans 3 43 6 10 65 
$ value 6,635,182 7,235,882 3,228,264 2,755,315 19,854,643 

The loan balances set forth above reflect the unpaid balances owed by borrowers and do 

not include the allowance for loan losses of $2,284,109 set forth in the Receiver’s Forensic 

Accounting Report.   

C. Litigation Against California Business Bank 

On April 12, 2013, the Court authorized the Receiver to pursue claims against California 

Business Bank ("CBB") and its officers and directors relating to IPF's purchase of CBB stock in 

June 2011.  Docket No. 361.  The Receiver filed the complaint on May 2, 2013. 

After some preliminary discussions with CBB's counsel, the Receiver served the complaint 

on CBB, through its registered agent, on June 24, 2013.  CBB's counsel later agreed to accept 

service for CBB's officers and directors, with the exception of N. Aaron Yashouafar.  Notices of 

Acknowledgment and Receipt ("Notices") were mailed to CBB's counsel on July 19, 2013.  In 

accordance with Federal Rules of Civil Procedure 4(e)(1) and California Code of Civil Procedure 

416.30, CBB's counsel has 20 days (August 1, 2013) to sign and return the Notices accepting 
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service on behalf of CBB's officers and directors.  The Receiver is working to locate an address 

for Defendant Yashouafar so he can be served. 

The Receiver's counsel and CBB's counsel met and conferred pursuant to FRCP 26(f) on 

July 15, 2013.  Among other things, the parties agreed to participate in a Court-assigned 

mediation.  On July 18, CBB filed a Declination to Proceed Before Magistrate Judge and the case 

was reassigned to District Court Judge Jon S. Tigar in San Francisco. 

III. RECOMMENDED FURTHER ACTIVITIES 

A. Management and Disposition of Receivership Assets 

The Receiver will continue to preserve, manage and protect all receivership assets, 

including the Receivership Entities' loan servicing business.  If and when it is appropriate to sell 

receivership assets, the Receiver will evaluate courses of action that may include selling the 

enterprise as a single going-concern or selling assets or types of assets separately to maximize the 

recovery.  The Receiver has been approached by or otherwise identified numerous entities 

interested in purchasing the SBA license and the remaining loan portfolios and has held 

preliminary discussions with the SBA about the sales process, approval of the transfer of the 

license, and related SBA procedures.  At the appropriate time, the Receiver will seek authorization 

to move forward with such sales and recommend appropriate sale and overbid procedures. 

B. 2012 Tax Returns and Member K-1s 

With the forensic accounting work now complete, the Receiver has provided his 

accounting database to the tax accountants to prepare the 2012 tax returns for the Receivership 

Entities and member K-1s.  The Receiver will file the returns and issue the K-1s no later than the 

IRS deadline of September 15, 2013, and hopes to do so prior to that time.   

C. Claims Process and Plan of Distribution 

As noted above, the deadline for members and creditors to submit claims was May 10, 

2013.  The Receiver is in the process of reviewing and reconciling claims submitted and 

attempting to resolve disputes as to the appropriate amounts of claims with the applicable 

members and creditors.  Where such disputes cannot be consensually resolved, the Receiver will 

file objections to claims with the Court and the applicable members and creditors will have the 
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1 opportunity to respond. The Receiver will file these objections and his recommendations 

2 regarding allowed claim amounts shortly. 

3 The Receiver will also evaluate the appropriate means and basis for distributing assets of 

4 the receivership estate to members and creditors with allowed claims and, at the appropriate time, 

5 propose a plan of distribution. 

6 
Dated: July 23,2013 
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Thomas A. Seaman, Receiver 

ALLEN MATKINS LEeK GAMBLE 
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By: /s/ Ted Fates 
TED FATES 
Attorneys for Receiver 
Thomas A. Seaman 

Allon Matkins Lock Gamble 
Mallory & Natsis LLP 
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