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| . | NTRODUCTI ON

The Receiver submits this Third Interim Report! to further
informthe Court and creditors. This Third Interim Report
sunmari zes certain activities, investigations, analyses,
opi nions, and concl usions of the Receiver. The Receiver and his
prof essi onals continue to review and anal yze substantial vol unmes
of information and, given the conplexity of the matters anal yzed
and the new i nformation continuing to be discovered, the contents
of this Third Interim Report present the current opinions and
concl usions of the Receiver; further information, activities and
anal yses by the Receiver may cause himto materially nodify the
cont ents.

At the status conference in the SEC and DOL cases on
Decenber 5, 2000, the Court requested the Receiver to provide
i nformati on on what assets of Jeffrey Grayson and Barclay G ayson
woul d be available to satisfy receivership admnistrative
expenses and reduce CCL client |osses, what other assets nay be
avai l abl e, and the status of the Private-Investnent Portfolio
and, specifically, the status of the loan portfolio. The
Recei ver provided information on these topics in the Second
Interim Report, received for filing by the Court on January 11,
2001. Since the Second Interim Report, the Receiver has received
numerous further inquiries on these sanme topics. This Third
Interim Report is to update the information contained in the

Second Interim Report.

! cCapitalized terms not defined herein shall have the sane

meani ng as defined in the Anrended First and Second Interim
Reports of Receiver.
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1. Assets of Jeffrey Grayson and Barclay G ayson.

Under the Asset Freeze Order entered at the tinme the
Recei ver was appointed, all of the assets of Jeffrey and Barcl ay
Grayson were frozen subject to further Court order. The Receiver
has received information fromJeffrey and Barclay G ayson
regarding their assets as of the Appointnent Date. Each
i ndi vidual held certain assets in his own nanme and ot her assets
t hrough trusts or in joint ownership with other individuals or
entities. Although difficult to do because of the many
liabilities, liens and clainms against the Graysons, in his Second
Interi m Report, dated January 9, 2001, the Receiver estimted
that Barclay Grayson's net worth totaled | ess than $500, 000,
while Jeffery Grayson's net worth was less than $1.5 mllion.

Both Graysons applied to the Court to nodify the Freeze
Order so that they could pay their living and | egal expenses,
pending the resolution of crimnal and civil proceedings in which
they are involved. Wth the Court's guidance, stipulated orders
were entered all owi ng each individual to draw from his otherw se
frozen bank accounts certain anmobunts each nonth to cover Iliving
expenses pursuant to a pre-agreed budget. |In addition, the
respective counsel for Jeffrey and Barclay G ayson were to submt
their monthly invoices to the Receiver for review as to their
reasonabl eness under the circunstances.

A procedure was put in place whereby the Receiver would
ei ther object or would recommend to the SEC and DOL that sonme or
all of the requested fees be approved for paynment. |If the
Recei ver, SEC or DOL objected to any part of the requested fees,

and the objections could not be resolved through negotiati on,
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then the matter would be submtted to the Court for resolution.
That procedure has been followed to date, such that the G aysons
attorneys have requested fees and costs, which have been approved
and/ or paid as follows through February, 2001:

Request ed Appr oved Pai d* Unpai d°
J. Grayson $342,518 $253, 240 $173, 209 $169, 309°
B. Grayson $273, 340 $203, 654 $203, 654 $ 69, 686

In addition to the above, the Receiver is inforned that

counsel for Jeffrey Grayson is seeking an additional $55,121

t hrough April, 2001 and counsel for Barclay G ayson is, or wll

be, seeking an additional $50,000 through May, 2001.

The fees and expenses paid to counsel for the G aysons have

exhausted all cash and narketable securities held by the G aysons

as of the Appointnent Date. Recently, additional cash has been

generated by the sales of Jeffrey Grayson's Carnel honme, as well

as Barclay Grayson's Portland home. O her real and personal

property remains unliquidated, but many of those assets are held
by trusts and/or are illiquid as they are interests in
corporations, limted liability conpani es and partnerships.
In February 2001, Barclay Grayson filed a Chapter 13

bankruptcy case. His schedules of assets and liabilities state

2 To the extent the ampunts shown as paid are | ess than the

anounts approved, it is based on information fromthe G aysons'

attorneys that there are currently insufficient |liquid assets

fromwhich to pay all approved fees and expenses.

The unpaid ampbunts include all requested, but unpaid fees

regardl ess of whether they have been approved for paynent.

* 1t should be noted that approximately $34,000 of J. Grayson's
unapproved fees are for pre-receivership services.
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that, as of the petition date, he had assets (not including the
Portland home® that has since been sold) with an aggregate val ue
of approxi mately $121, 000, and liabilities (including a $762, 453
secured cl ai m agai nst the Portland home) of $953,279. These
liabilities do not include the mllions of dollars in unresolved
claims by CCL investors, the Receiver's fraudul ent transfer
claims, nor the Stipulated Court Orders containing Barclay
Grayson's obligation to pay the costs of the Receivership.

Thus, in the face of overwhelm ng clainms, Barclay G ayson
now appears to have assets with a value of |ess than $300, 000,
from which he would seek to pay his | egal expenses, including
approxi mately $100, 000 that have al ready been incurred, and
substantial additional fees for any continued litigation. In
l'ight of this quickly dissipating asset base, a settlenent in
princi ple has been reached between the Receiver and Barcl ay
Grayson to settle all nonetary clains in exchange for paynents to
the Receiver totaling $500,000. The approval of this settlenment
will require input fromthe SEC and DOL, U.S. Attorney,

Chapter 13 Trustee, the plaintiffs in the Related Litigation
Medi ation, and will require judicial review and approval.

This settlenent, if approved, will essentially require
Barclay Grayson to disgorge the value of all of his assets and
obtain additional contributions fromhis relatives, not including
Jeffrey Grayson. The settlenent amount will not be dim nished by

any additional |egal expenses that Barclay Grayson m ght incur,

° Title to this property was held jointly with Nicole Grayson in

tenancy by the entirety, whereby Ms. Grayson clainms ownership
to 50% of the net proceeds fromthe sale of the property.
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including in connection with seeking approval of the settlenent,
participating as a witness in the upcom ng nmedi ati on, or the
conpletion of the crimnal proceedi ngs agai nst him

As to Jeffrey Grayson, no settlenent has been reached and
negoti ati ons have been unfruitful to date. O the approxi mate
$1.2 million in net proceeds fromhis Carnel house, $600,000 are
claimed by his wife Susan Grayson, and are being held in her
attorney's trust account pending an accounting of the nonies that
were used to purchase, renovate, nmintain and pay expenses of the
home, and further Court Order. The other $600,000 is clainmed by
Jeffrey Grayson. The Receiver asserts fraudul ent transfer clains
against all the proceeds and asserts that the Stipul ated Court
Orders require Jeffrey Grayson to pay the costs of the Receiver.
For the tinme being, the Court has ordered that $300, 000 of the
Carnel house sal e proceeds clainmed by Jeffrey Grayson be used to
i mmedi ately offset the costs of the Receiver.

The Receiver's efforts to assess the status of Jeffrey
Grayson's assets, as well as the clains the Receiver my have to
recover assets for the benefit of the receivership estate, have
been hanpered by M. Grayon's assertion of his 5'" Anendnent
privilege against self-incrimnation as it relates to the ongoing
crimnal proceedings. Nevertheless, subject to any settl enent
that may be reached in the upcom ng mediation with Judge Leavy,
t he Receiver will pursue fraudul ent conveyance cl ai ns agai nst
Jeffrey Grayson and others, (see section IV, below and wll
pursue recovery of assets held by third parties, in trusts, or in

ot her arrangenents designed to shield assets fromthe Receiver.
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I11. Private Investnent Portfolio

As previously reported in the Second InterimReport, the
Private Investment Portfolio includes private debt investnents,
private equity investnents and real estate equity interests. As
of the Appointnment Date, the CCL-estimted cost and the CCL-
asserted market value of the Private Investnent Portfolio total ed
$482 mllion and $466 mllion, respectively. Private debt
i nvestnents conprise at cost approxi mtely 80% of the total
Private Investnment Portfolio. Attached as Exhibit Ais a table
summari zi ng the amount invested and the CCL-asserted nmarket val ue
as of the Appointnment Date.

A. Private Debt | nvestnents

1. Loan Characteristics and Qutstandi ng Bal ances

The private debt investnments are investnments in |oans made
by CCL as |l ender to an individual or conpany as borrower. CCL
classified the loans it made in the foll owi ng manner:

Col | ateral i zed-Note Program Conventional First Mortgages,
Participating First Mrtgages, Conventional Subordinated

Mort gages, Participating Subordi nated Mrtgages, Private Debt
Non- Participating and Private Debt Participating. As of

Sept enmber 21, 2000, the CCL-identified cost and CCL-asserted
mar ket val ue of the private debt portfolio totaled $384 nmillion
and $393 million, respectively. Attached as Exhibit Bis a table
summari zing the CCL-identified cost, CCL-asserted market val ue,
and the nunber of |oans for each | oan category as of the

Appoi ntment Date. Attached as Exhibit Cis a table detailing the

| oan characteristics for each category. The current total
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out st andi ng | oan bal ance for all loans is approxi mately
$365 mllion as of January 31, 2001.

a) Col | ateral i zed- Not e Program

The Col |l ateralized-Note Programrepresents approxi mately 83%
of the total private debt investnents at cost. As of January 31,
2001, approximately $157 mllion of the total outstanding |oan
bal ance of $304 million in the Collateralized-Note Programis
attributable to borrowi ngs by WCC/ Sterling. Approximtely
$80 million of the total outstanding |oan balance is conprised of
| oans to Beacon, Brooks, and Creditmart.

b) Conventi onal First Mortgages

Conventional First Mrtgages are CCL | oans secured by first
nort gages or deed of trust interests on real property. The
nort gages or deeds of trust are generally on comrercial or
residential real property located in Oregon, Washi ngton and
California. O the 33 currently outstandi ng Conventional First
Mort gages, 18 represent participations by CCL in |oans originated
and serviced by San Rafael Thrift and Loan, now known as
Tamal pai s Bank. The outstanding | oan bal ance as of January 31,
2001, is approximately $29 mllion for these 33 | oans.

c) Participating First Mrtgages

Participating First Mortgages are CCL | oans secured by a
first lien on real property. CCL is to be paid by the borrower
i nterest based on a rate at or bel ow market, plus a residual
partici pati on based on a negotiated internal rate of return. The
participation is generally to be paid as additional interest out
of the borrower’s cash flow, upon a sale of the project, or at

the maturity of the loan. CCL has only one of these | oans
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out standi ng. The outstanding | oan bal ance as of January 31,
2001, is approximately $3.3 mllion.
d) Conventi onal Subordi nated Mortgages

Conventi onal Subordi nated Mortgages are CCL | oans secured by
a nortgage or deed of trust interest on real property that is
junior to other loans. CCL has only one of these | oans
out standi ng. The outstanding | oan bal ance as of January 31,
2001, is approximtely $235, 000.
e) Partici pati ng Subordi nated Mort gages

Partici pati ng Subordi nated Mortgages are CCL | oans secured
by a lien on real property that is junior to other |oans. CCL
has one loan in this category which is a restructured second
nort gage that pays nonthly interest based on avail able cash fl ow,
with a prom sed 15% rate of return on the original |oan anmount as
of the maturity date. CCL holds the first nortgage on this
property as well. The outstanding | oan balance for this |oan as
of January 31, 2001, is approximately $6.3 mIlion.

f) Private Debt Non-Participating

Private Debt Non-Participating are CCL | oans made to an
i ndi vi dual or conpany secured primarily by stock or inventory and
whi ch bear interest at a specified rate. The outstandi ng | oan
bal ance as of January 31, 2001, for these nine loans is
approximately $5 million.

g) Private Debt Participating

Private Debt Participating are CCL | oans to an individual or
conpany secured primarily by stock or inventory. CCL is to be
paid i nterest based on a rate at or below nmarket, plus a residua

participation based on a negotiated internal rate of return. The
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participation is generally paid as additional interest out of the
borrower’s cash flow, or at the maturity of the |loan. The

out st andi ng | oan bal ance as of January 31, 2001, for these five
| oans is approximately $17.2 mllion.

2. Anal ysis of Anticipated Loan Losses

a) Pai d- OF f Loans

Since the Appointnment Date, 11 |loans with | oan bal ances
totaling approximately $15.7 mllion have paid off in full. The
paid off |oans are conprised of the following: Collateralized-
Note Program 4 |oans totaling approximately $10.8 mllion;
Conventional First Mdirtgages, 6 |loans totaling approximtely $3.5
mllion; and Private Debt Non-Participating, 1 |loan in the anount
of approximately $1.4 mllion.

b) Loans in Default

As of May 1, 2001, CCL had 258 loans in default, with an
aggr egat e out standi ng | oan bal ance of approximately $263 nmilli on.
Two hundred thirty of the defaulted | oans were to WCC/ Sterl i ng.

c) Credi tworthiness of the Renmining Loan

Portfolio

KPMG has been enpl oyed as forensic accountants and fi nanci al
consultants to the Receiver. |In regard to the Private-Investnent
Portfolio, KPMG has anal yzed vari ous aspects of the |oans and
certain other private investnments and has performed sel ected
transaction and asset tracing. For |oans with outstanding
bal ances exceeding $1 mllion and certain other |oans, KPMG has
reviewed the loan files and prepared | oan data sunmari es
i ncludi ng | oan background i nformati on, borrower information,

collateral information and financial informtion. KPMG has

Page (10) Third Interim Report of
Recei ver (Received for Filing)
537409. 01/ SOY




© 00 N oo o b~ w N P

N NN N NN DN NN R R R R R R R R R R
w ~N o U N W N B O © 0 N O UM W N B O

perforned nore detailed investigation in regard to several
specific loans, including the WCC/ Sterling | oans and the Brooks
and Beacon | oans. KPMG perfornmed agreed upon procedures in
regard to collateral for the Brooks, Beacon, Creditmart and Byer
Fundi ng | oans, including testing the auto |loan attributes and
anal yzing the future cash flows fromthe auto | oan pools. The
results of this analysis were used by the Receiver to eval uate
the creditworthiness of certain related |oans.

KPMG and t he Receiver al so devel oped procedures to assi st
the Receiver in estimating the potential |osses in the private
debt portfolio. The procedures involved a credit risk review of
the portfolio, focusing first on |l oans with outstandi ng bal ances
greater than $1 mllion, and then on certain | oans with
out standi ng bal ances of less than $1 mllion. Based on
i nformation accunul ated in the | oan data sumaries conpil ed by
KPMG and additional information obtained fromthe |oan files,
certain anal yses regarding the borrowers' ability to repay, the
adequacy of the loan collateral and/or anticipated guarantor
support were perforned by KPMG  The Receiver then established a
risk rating for each | oan reviewed based on his assessnment of
these factors and other available information. The risk ratings
assigned correspond to the rating categories used by federally-
insured lending institutions for determ ning required | oss
reserves for outstanding |loans. For loans with a risk rating of
"Doubtful ,” a determ nation was made by the Receiver as to
whet her the |l oan was inpaired (i.e., expected to result in a
realized loss). For loans that were considered to be inpaired,

KPMG assi sted the Receiver in estimating the potential | osses
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based on avail able information regarding the realizable val ue of

the collateral, the fair value of the collateral, or a di scounted

cash flow projection. Based on the inpairnment analysis and the
risk rating profile for the | oans anal yzed, the Receiver

devel oped | oss estimates for the entire private debt portfolio.

The estinmated repaynent and | oss for each | oan category

descri bed above is as foll ows:

1/ 31/ 01 Bal ance Esti mat ed Esti mat ed
Paynment Loss

Col I ateralized 304, 067, 054 68, 846, 336 235, 220, 718
Not e Program
Conventional First 28, 950, 048 24,414, 053 4,535, 995
Mor t gages
Parti ci pating 3,273, 347 3,273, 347 -
First Mortgages
Convent i onal 234, 865 234, 865 -
Subnort gages
Partici pating 6, 285, 867 2,671, 493 3,614, 374
Subnort gages
Private Debt Non- 5, 038, 826 2,347,981 2,690, 845
participating
Private Debt 17,167,721 5,118, 252 12, 049, 469
Partici pating

TOTAL 365,017,728 106, 906, 327 258,111, 401

The Receiver has estimted that, based on the infornation

currently available to himand the analysis he performed wth

KPMG s assi stance, the outstandi ng | oan bal ance of approximately

$365 mllion in the private debt portfolio will generate an

average repaynent of approximately 29 cents on the dollar, i.e.

a total of approximately $107 mllion in principal repaynments

over time on the $365 mllion outstandi ng | oan bal ance. Losses
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on repaynent are therefore estinmated at approximtely 71 cents on
the dollar, i.e., approximately $258 mllion, w thout considering
the additional | osses to be caused as a result of delay in
paynment, cost of collections and uncertainty in collection.
Therefore, the Receiver believes that the return on dollars
invested will not be greater than 20 cents on the dollar on the
$384 million invested, producing a | oss estimate of approxi mately

$307 mllion.

B. Private Equity I nvestnents

CCL holds equity interests in various private conpani es.
Sone of these equity interests were the result of direct
i nvestnents of CCL clients' funds in stock of the conpanies.

Ot hers were conversions of loans into equity positions. Inits
records, CCL showed the market value of these investnents at
$30, 212,692, as conpared to an aggregate investor cost of

$31, 242,808. Attached as Exhibit Dis a listing of these Private
Equity Investnments, including the investor cost, CCL-asserted
mar ket val ue, and nunmber of participants in each.

The Receiver believes that the true market val ue of the
Private Equity Investnents is far |less than reported by CCL,
perhaps less than $5 million in the aggregate. This belief is
based on the following: First, the A-Fem stock is convertible
preferred stock, which has a | ower fair market value than the
conmpany's common stock, which is currently trading at only $0.55
per share. Further, because it is thinly traded, the stock price
woul d undoubtedly be adversely affected if the Receiver attenpted

to sell CCL's holdings. As for the equity positions resulting

Page (13) Third Interim Report of

Recei ver (Received for Filing)
537409. 01/ SD/




© 00 N oo o b~ w N P

N NN N NN DN NN R R R R R R R R R R
w ~N o U N W N B O © 0 N O UM W N B O

fromconverted | oans, such as the three EOH Holding LLC s, it is
hi ghly unlikely that the equity positions would be worth anything
near the defaulted | oan anmounts, given that the conpanies were
unable to nmeet their | oan obligations. The Receiver has

estimated that, based on information currently available to him

the Private Equity Investnments will generate sal es proceeds that
will not exceed approximately 16 cents on the dollar, producing
| oss estimates totaling approximtely $26 mllion.

C. Real Estate Equity Interests

According to CCL records, as of the Appointnent Date, the
Real Estate Equity Interests held by CCL had a cost of
$65, 903, 262 and a CCL-asserted market val ue of $52,393, 428.
Since the Second Interim Report, the Receiver has obtained
updated appraisals for all Real Estate Equity Interests. A
detai |l ed breakdown of the real estate assets, including total
i nvest or cost, appraised market value, outstanding third-party
nort gage debt, and nunber of investor participants is attached as
Exhibit E. The Receiver has estimted that, based on the
apprai sals he has received, the Real Estate Equity Interests wll
generate approximately 67 cents on the dollar invested, or a
total of approximately $44 million. Losses are, therefore,
estimated at 33 cents on the dollar totaling approximtely $22.2
mllion.

D. Summary of Estimated Private | nvestnment Portfolio

Losses
The Receiver has estimated that total |losses in the Private
I nvestnent Portfolio could be approximtely $355 mIlion. The

$355 million is conprised of estinated | osses of $307 million for
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private debt instrunents, $26 million for private equity
investnments, and $22.2 million for real estate equity
investments. A loss of $355 million on the $452 mllion invested

equal s a | oss of approximately 79 cents on the dollar.

V. AVO DANCE ACTI ON ASSETS

Under Oregon | aw and federal bankruptcy |aw, both rel evant
to federal equity receiverships, the Receiver nmay pursue actions
to avoid and recover fraudul ent and preferential transfers nade
by CCL prior to the Receiver's appointnment. Under either ORS
§ 92.200 et seq. or 11 U.S.C. § 548, there are two distinct
t heories of recovery: constructive fraud and actual fraud.

To establish constructive fraud, the Receiver nust prove:

(1) that the transfers by CCL were made for less than a
reasonably equival ent value or fair consideration; and
(2) that the transfers left CCL with insufficient funds,
under one of the follow ng three possible scenarios:
(a) CCL was insolvent® when the transfers were nade,
(b) CCL was engaged in a business for which the
property retained after the transfers was an unreasonably snal

capital, or

® The Bankruptcy Code and ORS § 95.210 each contain simlar
definitions of "insolvency." The Code provides that a
nonpartnership entity is insolvent if its "financial condition
[is] such that the sum of such entity's debts is greater than
all of such entity's property, at a fair valuation.” ORS
§ 95.210 additionally states that a debtor "who is generally
not payi ng debts of the debtor as they becone due is presuned
to be insolvent."
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(c) CCL intended or believed that it would incur debts
beyond its ability to pay as those debts matured.

Under the second theory of recovery, actual fraud, the

Recei ver must prove only one additional elenent — that the
transfer was nade with actual intent to hinder, delay, or defraud
the debtor's creditors.

In addition, ORS Section 95.240(2) provides for the
avoi dance of certain preferential transfers to insiders. This
statute provides:

A transfer made by a debtor is fraudulent as to a

creditor whose claimarose before the transfer was made

if the transfer was nade to an insider for other than a

present, reasonably equival ent val ue, the debtor was

i nsol vent at that tine and the insider had reasonable

cause to believe that the debtor was insolvent.

Under these |egal theories, the Receiver has potenti al
avoi dance acti ons against a nunber of parties that can be very
roughly grouped into four categories: (1) CCL principals and
insiders; (2) CCL's attorneys and accountants; (3) Charitable
and ot her tax-exenpt institutions; and (4) other third parties.
Based upon his review of CCL's accounting records for the five
years preceding his appointnment’, the Receiver believes he nay
have vi abl e fraudul ent transfer and/or preference cl ai ns agai nst

persons and entities in these groups in the follow ng aggregate

anpunt s:

’ ORS 95.280 provides that a claimfor fraudul ent transfer nust
be brought within four years after the transfer was nade or, in
the case of intent to hinder, delay or defraud creditors,
within one year after the transfer was or could reasonably have
been di scovered by the claimant. |In the case of the Receiver,
the earliest he could possibly have discovered such transfers
was the date of his appointnment, Septenmber 21, 2000.

Page (16) Third Interim Report of
Recei ver (Received for Filing)
537409. 01/ SOY




© 00 N oo o b~ w N P

N NN N NN DN NN R R R R R R R R R R
w ~N o U N W N B O © 0 N O UM W N B O

1. CCL Principals and Insiders® $ 6.2 mllion
2. CCL Attorneys and Accountants $ 1.2 mllion
3. Chari t abl e/ Tax- exenpt Entities $1.15 million
4, Qther third parties $ 1.0 mllion
Tot al $9.55 million

The cl ains against CCL's principals and other insiders are
based upon paynents made to or on behalf of these persons, over
and above any duly authorized salary or other conpensation, for
goods or services that did not provide reasonably equival ent
value to CCL. Such transfers include substantial transfers made
to or for the benefit of Jeffrey Grayson, such as for
i nprovenents to his Carnel house, paynment of personal tax
obl i gati ons, club nemberships and margin calls.

The cl ains against CCL's attorneys and accountants are based
upon the fact that these professionals were responsible for
advi sing CCL and providing the structuring and docunentati on of
the very transactions that caused CCL's collapse. Although these
pr of essionals did provide services to CCL for which the paynents
were made, these services did not constitute reasonably
equi val ent value to CCL if they were negligent, violated
securities and ERI SA | aws, or otherw se caused harmto CCL and
its investors.

The cl ai ns agai nst various charities and tax-exenpt entities

are based on sizable contributions nade by CCL, for which CCL

8 Cains against Barclay Grayson and his relatives and attorneys

have been excluded in light of the tentative gl obal settlenent
now i n progress.
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recei ved absolutely no benefit other than, perhaps, an incone tax
deduction. As with all of the other actionable transfers, these
contributions were nmade at a tinme when CCL was insolvent, as
defined by the statutes nentioned above, and therefore may be

recovered by the Receiver.

V. CONTI NUI NG | NQUI RY AND ACTIVITY
The Receiver continues with the following efforts in
furtherance of the continuing inquiry and activity identified in
t he Anended First and Second Interim Reports. Italicized
sentences are fromthe Amended First and Second Interim Reports.
Finalize analysis of the private-loan portfolio and obtain
a val uation thereof.
The Receiver has conpleted a credit risk assessnent with
the assistance of KPM5 as described above. This analysis
was conducted in lieu of a valuation because of the
substantially higher expense and significantly |onger tine
frame necessary to conduct a valuation of the private |oan
portfolio.
Initiate efforts to package and, subject to Court
approval, sell the private-loan portfolio.
The Receiver has solicited interest froman interested
potential purchaser and an interested potential servicer
for the private-loan portfolio. Responses should be
forthcom ng shortly. These responses will be used to
formul ate a recommendation to the Court.

Audit the | oan pools pledged as collateral for the private

debt i nvestnents.
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The Receiver chose not to conduct a formal "audit" because
of the cost and tine associated with that type of

anal ysis. Instead, an analysis of the Brooks, Beacon,
Creditmart and Byer loans with respect to the auto | oans
pl edged as col |l ateral was conducted by KPMG as descri bed
above.

Obtain and analyze all files and records in the possession
of CCL's prior outside attorneys and accountants.

The active files of Lane Powel| have been obtained as have
all Lane Powell dead files in storage. |In addition, the
Recei ver has obtained all CCL legal files fromits other
attorneys including: O Mlveny & Myers LLP, Schwabe
WIlliamson & Watt, and Weiss Jensen Ellis & Howard.

Repl ace CCL as asset nmnager on all real estate
properties.

The Receiver has negotiated a structure to effectuate
transfer of real estate assets and docunents have been
drafted. Appraisals have been conpleted. The Receiver is
awai ting conment fromrelevant CCL clients before seeking
Court approval.

Subj ect to Court approval, market and sell CCL's office
bui I di ng and ot her tangible assets.

The Receiver enployed CB Richard Ellis to sell the office
bui | di ng, subject to Court approval. The property has
been sold, subject to a Court hearing for approval
currently set for June 20, 2001

Anal yze and, where appropriate, subject to Court approval,

pursue causes of action against third parties who
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contributed to client |osses.

The Receiver is participating in the nediation process to
resolve clains against third parties, and has hired Esler,
St ephens & Buckley to be co-counsel with Allen Mtkins
with respect to CCL clients represented by the Receiver.
The Esler firmwas sel ected because it was already
involved for simlarly-situated CCL clients.

Est abl i sh a secure docunent repository for CCL's extensive
docunments and files. Provide |long-termaccess to parties
involved in litigation.

CCL docunents have been produced to the Bullivant firm
who agreed to act as the gl obal repository for such
docunents for the nmediation.

As appropriate, segregate and |liquidate individual

def endants' assets and determ ne whether to seek inclusion
of the personal assets of defendants within the

recei vership estate.

As descri bed above in the discussion of the G aysons'
assets and the Receiver's potential avoidance clains, the
Receiver will pursue, as necessary and appropriate,
notions and actions to recover for the benefit of estate
creditors and the paynent of adm nistrative expenses the

assets of the Gaysons and potential other third parties.
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Recommend to the Court an equitable allocation of the

assets and | osses for distribution that reflects the facts
about CCL representations and CCL control of investnents.
This activity is on hold pending conpletion of the

nmedi ati on per order of the Court.

Dat ed: June 1, 2001

By:

Thomas F. Lennon, Receiver

Submi tted by:

David L. Osias (CA Bar No. 91287)
Al l en Matkins Leck Ganble & Mallory LLP
Attorneys for Receiver
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