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| . | NTRODUCT! ON

Thomas F. Lennon, the receiver ("Receiver") of Capital
Consultants, LLC ("CCL"), and of any trust, partnership, joint
venture or other entity controlled by CCL, submts this anended
initial report ("Amended Initial Report"”) in conpliance with
Par agraphs VI1(C), (D), (F) and (G of the Stipulation and O der
Re Prelimnary Injunction, Asset Freeze and Appointnment of a

Per manent Receiver entered in SEC v. Capital Consultants, LLC,

et al. ("SEC Order") and Paragraphs 7(A), (B), (©C and (E) of the
Stipulation and Order Re Prelimnary Injunction and Appoi nt ment

of Receiver entered in Departnment of Labor v. Capital

Consultants, LLC., et al. ("DOL Oder"). This Amended Initia

Report is to provide this Court and all interested parties with
the status of the Receiver's activities, investigations,
anal yses, opinions and conclusions to date. The Receiver and his
retai ned professionals have net with nmany people and revi ewed
count| ess docunments and records over a 30-day period. The volune
of material and information acquired, the shortness of time, the
conplexity of the matters anal yzed and the need for additiona
information, verification and analysis requires that this Anended
Initial Report be considered prelimnary; the Receiver may need
to materially nodify its contents after further consideration.
Furthernore, the Court has not yet determ ned the probative val ue
of the information contained in this Arended Initial Report nor
determned the admissibility of such information in any future
proceedi ng.

The Receiver's duties, responsibilities and activities fal

generally into four categories: (i) securing, protecting and
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recovering assets, including tangible assets, intangi ble assets
and choses-in-action; (ii) investigating the who, when, how and
why of the basis for the receivership proceedings;

(iii) analyzing and devel oping, with Court approval, an equitable
approach for distribution of assets and | osses to investors; and
(iv) the liquidation of assets and the review and al | owance of

cl ai rs agai nst the receivership estate. This Anended Initi al
Report touches on each of these four categories in varying detai
and degree in relation to the focus of the Receiver during the
first 30 days of this case.

1. EXECUTI VE SUMVARY

CCL was in the business of managi ng i nvestnents for its
clients. CCL was very successful in attracting clients. As of
Sept enber 21, 2000, CCL had 301 clients. The anount of
i nvest nent noney under nanagenment grew dramatically over the |ast
six years to $927 mllion. CCL's nanagenent fees grew also, from
$4.8 mllionin 1994 to $12.0 mllion in 1999.

CCL chose a variety of investnent vehicles on behalf of its
clients. Sonme selections did not conply with the provisions of
the individual investnent advisor agreenents ("IAA s"). CCL
pl aced approximately $442 million into public equities and cash
("Public Investnents"), and approximately $485 mllion into
private investnents including |oans and private equities
("Private Investnents").

Investnments in the Public Investnents portfolio generally
produced returns in the range of expectation for such types of
investnments. In contrast, investnents in the Private Investnents

portfolio selected by, created by, and serviced by CCL produced
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substantial | osses. The managenent fees charged by CCL for
Private Investnents substantially exceeded the managenent fees
generated by the Public Investnments portfolio. Thus, CCL was
faced with the dilenma of growing its business and protecting its
maj or revenue source in the face of substantial investnent

| osses.

CCL had over $450 million invested in various forns of
private secured | oans, but the Receiver found no evi dence of
thorough or valid credit underwiting due diligence by CCL with
respect to its borrowers. As aresult, it holds a | arge numnber
of the equivalent of "junk-debt;" borrowers who are incapabl e of
ever repaying principal and collateral that has little or no
value. Problemloans were frequently the subject of
restructurings, maturity extensions, new advances, debt-for-
equity swaps and the |ike. Few |loans were declared to be in
default. The Receiver found no evidence that CCL clients were

aware of problens in the Private Investnents portfolio.

Al though the extent of the |osses are not yet known, it
appears that little to none of the over $450 nmillion in
out standi ng | oans are of high enough quality to be worth anything

near the anmount of client dollars invested by CCL. The

WCC/ Sterling | oans suffered particularly substantial | osses as a
result of the release of sonme collateral, the consunption of
other collateral, the substitution of marginal value collateral,
the rel ease of guarantors, and the substitution of the original
borrower with a new non-operating entity indirectly owed by CCL
itself. During 1999 and through Septenber 2000, despite the

| osses in the Private Investnents portfolio, Jeffrey L. G ayson
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personally withdrew fromCCL in the formof salary and ot her
di stributions over $3.6 mllion.

The Recei ver took control of CCL on Septenber 21, 2000. He
i mredi ately secured the prem ses and conpany assets, reduced
staffing and began eval uati ng how best to protect investnents
under managenent. He al so conmenced a thorough investigation of
CCL operations. Public Investnents are in the process of being
assigned to new i nvestment nanagenent firms, and with Court
approval, the Receiver has arranged for Merrill Lynch to contact
clients in need of a new manager. Private Investnents are being
eval uated and a |iquidation proposal is being devel oped.

I'11. BACKGROUND

A. Procedural Background

On the afternoon of Septenber 21, 2000 (the "Appoi nt nent
Date"), this Court (by the Honorable Garr M King) entered the
SEC and DOL Orders appointing Thonmas F. Lennon as pernmanent
receiver for CCL and affiliates under CCL's control.
Concurrently with the SEC and DOL Orders, at the request of the
Receiver, the Court entered its Order Staying Al Proceedi ngs
(the "Stay Order") to protect the receivership estate from
adverse actions against its assets and fromhaving to respond to
litigation while the Receiver discharged his duties.

Anmong the specific tasks the Receiver is required to
undertake pursuant to Paragraph VIl of the SEC Order and
Paragraph 7 of the DOL order are:

to conduct such investigation and di scovery
as may be necessary to [ocate and account

for all of the assets . . . |

to take such action as is necessary and
appropriate to preserve and take control of
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B.

and to prevent the dissipation, conceal nent
or disposition of any assets . . . ,

to make an accounting, . . . of the assets
and financial conditron . . . ;

to enploy attorneys and others to
i nvestigate and, where appropriate, to

institute, pursue and prosecute all clains
and causes of action of whatever kind and
nature .

d ossary of Key Nanes

520 SWYanmill LLC Alimted liability conpany

A- Fem

Beacon

Br ooks

established in January 1998,
whol | y-owned by CCL and used as a
col | ection agency by CCL to own

| oans in forecl osure/default.

A- Fem Medi cal Corporation, a Nevada
corporation |ocated in Portland,
Oregon. A publicly traded nedical
t echnol ogy conpany targeting
wonen's health needs. A Fem was

i ncorporated in Nevada on

Decenber 9, 1986, as Xtranedi cs,
Inc. 1In June 1994, it changed its
nanme to ATHENA Medi cal Corporation
and in July 1997, to A-Fem Medica
Corporation. A-Femis publicly
traded over-the-counter (OTC) under
stock synmbol is AFEM OB

Beacon Financial, LLC, alimted
liability conpany founded on
Novenber 30, 1999. Owned by Nor man
Madan, Anne Byer, Kenye Echtenthal,
Ti nrot hy Gamwnel | and Mari e Dur ham
who al so own (with the exception of
Mari e Durham Brooks, FAFCO and
Creditmart.

Brooks Financial, LLC, alimted
liability conpany founded on

June 4, 1999, as a wholly-owned
subsi di ary of FAFCO. Owned by

Nor man Madan, Anne Byer, Kenye
Echtent hal and Ti nothy Gamnel |, who
al so own Creditmart and Beacon.
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Byer Fundi ng

CCl

CCL

Capital Center

Creditmart
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Byer Funding, LLC, a Florida
limted liability conpany. An

aut onobi | e fi nance conpany whose
managi ng nenber is Tinothy Gamnel |
and to which $701,910 in | oans were
funded by CCL on its own behal f

bet ween March and June 2000 under a
$20 mllion comm tnent.

Capital Consultants Inc., an Oregon
S-corporation fornmed in 1968 to
provi de investnment and noney
managenment services. CCl assigned
all of its assets and liabilities
to CCL in exchange for 100% of the
menbership interest in CCL,

ef fective August 31, 1999.

Capital Consultants LLC, an Oregon
limted liability conpany
registered with the Securities and
Exchange Conmmi ssion as an

i nvest nent advi sor under the

I nvest ment Advi sor's Act of 1940.
On August 31, 1999, CCL assuned all
of the assets and liabilities of
Ca. CCL's current ownership
structure is as follows: Jeffrey
L. Grayson — 62.50% Barclay L.
Grayson — 18.75% Blake J. Grayson
— 18. 75%

Capital Center, an Oregon General
Part nershi p owned 49% by CCL and
51% by the Jeffrey L. Grayson
Trust. The primary business

pur pose of CCP is to hold the
Capital Center Plaza building at
2300 SWFirst Avenue, Portl and,
Or egon.

Creditmart, Inc., a Nevada
corporation operating in Mam,
Florida. Owed by Nornman Madan,
Anne Byer, Kenye Echtenthal and
Ti mot hy Gamwel |, who al so own
Beacon, Brooks and FAFCO
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CIM Pl anni ng

FAFCO

Gamel |

Hui sh

Oxbow Fund B
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CIM Pl anni ng Corporation, a New
Jersey corporation, a financial

pl anning firmestablished in 1974
that conducts business via a

net wor k of i ndependent agents in 31
states. Oxbow Partners acquired
majority control of the conpany in
July 1998.

Capital Wlshire Holdings, Inc., a
Nevada corporation resulting from
the nerger of CWH Mergco Sub Corp.
wi th WCC and t he repl acenent
borrower to WCC.

Dani el Dyer, the managi ng director
of Oxbow Partners, Oxbow Fund B and
Oxbow Fund 1.

Fl ori da Auto Fi nance Conpany, a

Fl ori da corporation. A sub-prine
auto finance conpany founded in
1986 and |l ocated in Mam, Florida.
Omed and operated by Norman Madan,
Anne Byer, Kenye Echtenthal and

Ti rot hy Gamnel |, who al so own
Creditmart, Beacon and Brooks.

Ti not hy Gamwel |, an i ndi vi dual
residing in Florida who is a nmenber
i n Brooks, Beacon, Creditmart and
Byer fundi ng.

R Court Huish, Matthew B. Huish
and Craig B. Huish, founders of
Sterling.

Oxbow Capital 1999 Fund B, LLC, a
New Jersey limted liability
conpany established on July 15,
1999, to invest in long-termequity
and equity equival ent investnents.
Oxbow Partners is the managi ng
menber; Dyer is the managi ng

di rector of both conpanies.
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Oxbow Fund |

Oxbow Partners

PSC

Sterling

VI S

WFSG

Oxbow Capital 1999 Fund I, LLC, a
New Jersey limted liability
conpany established on January 12,
1999, by Oxbow Partners. Oxbow
Partners is the nmanagi ng nenber;
Dyer is the managi ng director of
bot h conpani es.

Oxbow Capital Partners, LLC, a
Washington Iimted liability
conpany which was fornmed in 1998.
The managi ng nmenber of both Oxbow
Fund B and Oxbow Fund |I. Dyer is
t he managi ng director.

Portl and Servicing Corporation, a
Nevada corporation formed in 1993
and a sister corporation to WCC
with the sane owners and
managenent .

Sterling Capital, LLC, a New Jersey
limted liability conpany formed on
or about Novenber 24, 1998, by

R. Court Huish (managi ng nenber),
Matt hew B. Hui sh and Craig B.

Hui sh.

VI S Hol di ng Corporation, a Florida
corporation, founded in 1992 by
George M Scopetta and John R
Scopett a.

Wlshire Credit Corporation, a
Nevada corporation originally
formed in 1989.

W shire Services Financial G oup,
Inc., a Delaware corporation,
formed to acquire |l oans to be
servi ced by WCC

C. Summary of Receiver's Activities to Date

1. Security

The CCL offices at 2300 SWFirst Avenue, Portland, O egon,

were secured by the Receiver and his staff on the afternoon of
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the Appointnent Date. A professional security firmwas

i mredi at el y engaged and provided 24 hours per day, 7 days per
week coverage. A guard was positioned at the nain el evator
entrance to the primary adm nistrative area of the conpany with
instructions to limt access to current enployees and visitors as
specified by the Receiver. Al witten material and equi prment
bei ng renoved fromthe prem ses is subject to inspection and
approval by the security guards and the Receiver.

On the Appointnent Date, a |locksmth was hired and all doors
were re-keyed and new nmaster keys nmade. New keys are controlled
by the Receiver. For purposes of safeguardi ng conputer nenory
devices, a single office was sel ected and keyed separately with
the keys in the exclusive possession of the Receiver's conputer
consul tants, PricewaterhouseCoopers. No master keys were issued
to this room Al conputer nmenory devices were shut down with
access denied until the Receiver was inforned by

Pri cewat er houseCoopers that access woul d not jeopardize the

nmenory.
Access to the CCL office is controlled by an el ectroni c pass
card system That systemis in the control of the Receiver and

all existing pass cards were confirmed, deleted or reissued
dependi ng on the status of the hol der.

The conpany maintains off site storage for over 1,500
storage boxes. The Receiver has established the procedures to be
utilized in the placenent or retrieval of boxes in storage. A
copy of the Court's order appointing the Receiver was given to
the operators of the facility and instructions were issued so

that all transactions are under the sole control of the Receiver.

Page 9 - Arended 1st Interim Report of
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2. Staf f Reducti ons

On the Appointnent Date, the Receiver initiated a review of
the staff positions and the current organi zation chart of CCL
with the Chief Financial Oficer and other supervisory personnel.
At that tinme, there were 40 enpl oyee positions. Three
supervi sory positions were vacant as a result of resignations
i mredi ately prior to the Receiver's appointnment by Jeffrey L.
Grayson, Chairnman of the Board; Barclay G ayson, the President;
and Dean Kirkland, the Senior Vice President of Marketing. The
Recei ver determ ned that the positions that were vacant woul d not
be filled. 1In addition, the Receiver evaluated the remaining
positions and the personnel and reduced the staffing as foll ows:

Descri pti on Positi ons Eli m nated

Mar keting and Client Services
Oper ati ons and Fi nance
Private | nvestnents

Adm ni strative

Public I nvestnents

Total Positions Elimnated

N
NN~ WWw

Wth these reductions and the prior resignations, CCL presently
has 15 enployees. It is the Receiver's intention to continue to
reduce staff as the need for various services are elim nated.

3. Pr of essi onal s Enpl oyed by the Recei ver

The Receiver has engaged qualified professionals to assist
himand his staff.

Al l en Matkins Leck Ganble and Mallory LLC was enpl oyed as
general receivership counsel. Since the Appointnent Date, Allen
Mat ki ns has assisted the Receiver in fulfilling his duties under
the SEC and DOL Orders, including: (i) appearing at all hearings
in the SEC and DOL cases; (ii) representing the estate's

Page 10 - Anended 1st Interim Report of
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interests in connection with litigation commenced by certain

trustees of CCL's pension fund clients, styled Hazzard et al. v.

Capital Consultants, LLC et al.; (iii) interview ng interested

parties including current and fornmer enployees of CCL and
representatives of certain clients and borrowers of CCL;
(iv) negotiating, drafting, preparing and arguing the Receiver's
notion relating to the Referral Agreenent with Merrill Lynch;
(v) negotiating and docunmenting the terns of sale of Jeffrey
Grayson's interest inalimted liability conmpany owning an
airplane; (vi) negotiating several potential |oan workouts with
current borrowers; (vii) reviewing |loan files re outstanding
| egal and enforcenent issues; (viii) investigating potenti al
clai ms and causes of action held by CCL and its affiliates;
(ix) assisting the Receiver and his other professionals in
reviewi ng and anal yzing CCL's operations and busi ness affairs;
(x) review ng and representing the Receiver in ongoing litigation
in which CCL is the plaintiff; (xi) providing general advice to
the Receiver regarding his rights, powers and duties under the
SEC and DOL Orders and general equity receivership | aw, and
(xii) assisting the Receiver prepare this Anmended Initial Report.
Foster Pepper & Shefel man PLLC was enpl oyed as | ocal O egon
counsel for the Receiver. Since the Appointnent Date, assistance
has included: (i) appearances and representati on of the Receiver
in all pending state-court litigation; (ii) providing advice on
Oregon and Washington State |law for transacti ons and
debtor/creditor matters; (iii) coordinating file turnover from

CCL prior counsel and substitution of attorneys; and

Page 11 -Anended 1st Interim Report of
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(iv) assisting Allen Matkins with the variety of matters it is
handl i ng.

KPMG LLP was enpl oyed as forensic accountants and financi al
consultant to the Receiver. Since the Appointnment Date,
assi stance has included: (i) analysis of |oan portfolio
activity; (ii) preparation of |oan data summaries; (iii) analysis
of certain other private investnents; (iv) investigation of
al l eged fraudulent activity; (v) transaction and asset tracing;
(vi) analysis of CCL financial position and results;

(vii) preparation of information for the Anended Initial Report;
and (viii) other accounting and financial support to the Receiver
and his counsel.

Pri cewat er houseCoopers ("PWC') was enpl oyed as conput er
consultants. PWC s tasks are focused on the collection,
preservation, recovery and analysis of CCL's el ectronic data.

PWC has taken action to freeze the electronic data contained in
CCL's servers, personal conputers and | aptops. PWC has

i npl enented the foll owi ng security nmeasures to prevent access to
the CCL's servers: (i) disconnected all cabels and nodem | i nes
to prevent renote access; (ii) disabled all user accounts;

(iii) changed the servers' adm nistrator passwords; and

(iv) barred physical access to CCL's servers. PWC has downl oaded
all electronic information contained in CCL's file and e-mail
servers to magnetic tape for review Additionally, PW has taken
physi cal custody of all electronic back-up tapes of CCL's file
and e-mai| servers. Regarding CCL's enpl oyees' persona

conputers and | aptops, PWC has (i) taken physical custody of the

personal conputers and | aptops belonging to CCL officers and
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certain other enployees of CCL; (ii) downl oaded all electronic
i nformati on contained in these conputers; and (iii) copied this
information to a centralized conputer for analysis.

4. Initial Investigation and Steps to Take Possessi on

of Assets

The Receiver, with the assistance of his retained
prof essionals and certain CCL enpl oyees, has (i) taken possession
and control of known CCL assets; (ii) investigated and anal yzed
the operations of CCL; and (iii) analyzed and eval uated the
present status of CCL's Private and Public |Investnent portfolios.

The Recei ver has taken physical custody of all known
personal property assets and records other than files in the
possessi on of CCL outside attorneys and accountants, and
downl oaded CCL's conputer systenms and records. The Receiver has
contacted banks and ot hers hol di ng funds on behal f of CCL and has
either frozen such funds or asserted rights to those funds.

The Receiver has taken inventory of the physical assets
owned by CCL and has al so consulted with present and forner CCL
staff concerning the |ocation and identification of CCL assets.
The Receiver has met with and talked to, in certain instances
frequently and extensively:

Counsel for the SEC,
Counsel for the DOL:

Representatives of the Departnment of Labor, Federa

Bureau of Investigation, Internal Revenue Service and
U S. Attorneys Ofice;

For mer counsel for CCL;

Barcl ay Grayson and his counsel;
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Counsel for Jeffrey Grayson;

Dyer and hi s counsel;

Gamwel | and hi s counsel;

Counsel for and a representative of Oregon Auto

Center (one of CCL's borrowers);

Counsel for and a representative of Washi ngton Al der
LLC (one of CCL's borrowers);

Sorme of CCL's forner enpl oyees;

Al'l of CCL's current enployees;

Certain creditors of CCL;

Nunerous representatives of CCL clients;
Representatives of Merrill Lynch and ot her investnent
advi sors; and

Representatives of CB Richard Ellis.

The Receiver has al so contacted all known parties involved
inlitigation with CCL and has filed notice of this Court's stay
order in all known proceedings. The Receiver has filed notices
of the SEC Order and DOL Order in the follow ng jurisdictions
pursuant to 28 U . S.C. 8 754: District of Oegon, Wstern
District of Washington and Eastern District of Washington. The
Recei ver has al so recorded the Stay Order in the foll ow ng
counties: Miltnomah County, Oregon.

V. CCL BUSI NESS | NFORVATI ON

A. Overvi ew of CCL

Since 1968, CCL and its predecessor, CCl, provided
i nvest ment managenent services to corporations, single and nulti-
enpl oyer pension and other retirenent plans, foundations and

weal thy individuals. As of the Appointnent Date, CCL's assets
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under managenent were val ued by CCL at approximately $1.0 billion
and were managed on behal f of approxinmately 301 clients. Located
in Portland, Oregon, CCL had 40 enpl oyees prior to the Receiver's
appoi nt nent .

CCL managed a broad range of investnments which can generally
be classified as either Public or Private Investnents. Public
I nvestments include stocks, nutual funds and fixed-inconme
securities such as governnment and corporate bonds. Private
I nvestments include | oans secured by real estate and non-real
estate collateral, real estate ownership, and unregistered stock.
As of the Appointnent Date, the cost and clai med market val uel

reported by CCL? for portfolios under managenent incl uded:

As of September 21, 2000

Claimed % of Total
Cost Market Value!  Market Value
Public Investments $ 407,826,008 $ 495,224,288 49%
Private Investments 484,990,270 487,789,527 48%
Cash and Equivalents 33,737,731 33,737,731 3%
Total Portfolio $ 926,554,009 $ 1,016,751,547 100%

CCL represented that it provided the follow ng conprehensive

i nvest ment managenent servi ces:

! These anpunts have not been subjected to testing or

verification by an i ndependent third party. Wth respect to
the Private Investnents, the nmarket value is substantially

| ess.

CCL perforned certain valuation and reconciliation procedures
at nonth end for each of the portfolios. These procedures were
conpl eted as of August 31, 2000, but have not been perforned
for the interimperiod ending Septenber 21, 2000. CCL's

enpl oyees utilized available information to estimate anounts
for cost and market val ue as of Septenber 21, 2000. As such,
these anmobunts represent a | ess precise, yet reasonable estinate
of amounts which woul d have been reported by CCL using its
standard accounting and val uation procedures for this tine

peri od.
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| nvest nent research and anal ysis — Extensive anal ysis
of private investnents including evaluation of the
conpany's market position, financial performance,
managenent team credit strength and collateral and
the liquidity risks, exit strategy and antici pated
return of the investnent.

The Recei ver found no evidence to date that this
activity was undertaken by CCL.

| nvest ment sel ection - Investnent sel ections made by
"asset-specific investnent commttees each consisting
of 10+ investnent professionals ensuring that your
assets are under constant supervision and review "

The Recei ver found no evidence to date that this
activity was undertaken by CCL.

Portfolio managenent - Investments subject to ongoing
anal ysis and active nonitoring and coll ateral val ues
and market information consistently reviewed by
either CCL or third-party auditors. dient
portfolios reviewed on an ongoing basis with respect
to asset diversification, sector/securities
concentrations, and conpliance with client investnent
gui del i nes.

The informati on found by the Receiver to date indicates
that these activities may not have been conpetently,
systematically nor uniformy done.

Val uation and reporting — "Portfolio appraisals" to
clients on a quarterly basis indicating the cost,
mar ket val ue and yield of each investnent in that
client's portfolio.

The Recei ver found evidence that the narket val ues
reported to clients were not determ ned properly and
Wer e i naccur at e.

CCL charged its clients annual nanagenent fees cal cul ated as
a percentage of the CCL-reported nmarket value of the assets under
managenent. Fees ranged from0.2%to 1.0% for Public
Investments, 1.0%to 3.0%for Private Investnments, and 0.5% for
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cash and equivalents. The Receiver's prelimnary research
suggests that these fees nmay exceed industry norns, particularly
inregard to the Private |Investnents.

Total CCL fees nore than doubled from$4.8 mllion in the
year ended Decenber 31, 1994, to $12.0 million in the year ended
Decenber 31, 1999. Managenent fees for Private Investnents
qguadrupl ed over this six plus year period. Managenent fee
revenues from Private |Investnments expanded from 36% of total
revenues in the year ended Decenber 31, 1994, to 78% of total

revenues for the eight nonths ended August 31, 2000.
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the ei ght nonths ended August 31, 2000. Oher significant
operati ng expenses included entertai nnent/travel/transportation,
contributions, professional fees and interest expense. According
to the internal books and records, total net income of CCL (prior
to consolidation with Capital Center) for the year ended

Decenber 31, 1999, and the eight nonths ended August 31, 2000 was

$1.3 million and $0.7 million, respectively.

Page 19 -Anended 1st Interim Report of
Recei ver

524778. 05/ SC




© 00 N oo o A~ wWw N

NN NN NN NN R R R R R R R R R R
© N O U A W N P O © 0O N O O M W N B, O

Capital Consultants, LLC
Expense Summary 1999

Interest Expense,
7.7%
Payroll & Benefits
48.5%
Other Operating
Expenses

13.8%

Professional Fees

4.3%
Entertainment/Travel/
Transportation Commission & Bonuses
12.2% 7.8%

Source: CCL internal accounting records

Capital Consultants, LLC
Expense Summary 2000

Interest Expense
2.6%

Other Operating
Expenses
15.6% Payroll & Benefits

53.5%

Professional Fees
10.7%

Entertainment/Travel/
Transportation

8.8% Contributions Commission & Bonuses

3206 6.5%
Source: CCL internal accounting records
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B. ASSETS AND LI ABI LI TIES OF CCL AND AFFI LI ATES

1. Fi nanci al Stat enent Reporting

The financial statenments of CCL and its predecessor, CC
were audited by Arthur Andersen & Co. for the year ended
Decenber 31, 1993. Mdss Adans LLP audited the financial
statements between 1994 and 1998. PWC was nanmed as auditor for
the year ended Decenber 31, 1999, but disclainmed an opi nion on
CCL's financial statenents. The financial statenments of CCL and
Capital Center were consolidated for annual reporting purposes.
However, CCL and Capital Center nmintain separate internal
accounting records. The information described below is derived
fromthe unaudited, internal accounting records of CCL and
Capital Center as of August 31, 2000.

2. CCL Assets and Liabilities

Current Assets - As of August 31, 2000, CCL held cash of

$249,095 in six operating and noney market accounts. On the
Appoi ntrent Date, the bal ance in those accounts was $176, 939.
CCL’s accounts receivable for billed and accrued nanagenent fees
were $1,230,866. The aging indicates that 92% were between 31
and 60 days, and only 2% were greater than 90 days. However,
since the Receiver’s appointnent, the collection of managenent
fees has sl owed substantially. Qher current assets included
deposits and prepaid expenses of $349,561, sone of which relate
to prepaynents for hunting and ot her adventure excursions, and
rel ated-party receivabl es of $46, 627.

Fi xed Assets — Fi xed assets consist of furniture and

fixtures, fine art, conputer and office equipnment, software, and
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| easehol d/tenant inprovenents with a total cost of $2,140, 146 and
a depreci ated net book val ue of $462, 774 as of August 31, 2000.

Loans/ Not es Recei vable — CCL holds a note receivable from

Byer Funding to which $701,910 in | oans were funded in four
advances between March and June 2000 under a $20 million
commtnent. CCL records and enpl oyees describe the | oans as
bei ng subsequently restructured on an "informal" basis due to
i ssues regarding CCL’s line of credit. The anmpunt outstandi ng at
August 31, 2000, was $597,054. CCL also holds a 20%interest in
a note receivable from Cascade General; the other 80%is held by
Evanston I nsurance Conpany. The note resulted fromthe
restructuring of prior |loans nade to Cascade Ceneral and rel ated
conpani es as part of the private | oan portfolio. CCL receives
nmonthly principal and interest paynents, and the anpunt
out standi ng as of August 31, 2000, was $143, 469.

I nvest nents — As of August 31, 2000, CCL hel d several

investments with a total book val ue of $852,389. CCL owns a 50%
interest in two beach houses in Seaside, Oregon. Joel Gayson is
the co-owner. CCL's share for both houses, recorded at

hi storical cost, is $463,465. CCL has an investnment with a
recorded cl ai med market val ue of $40,558 in A-Fem Series A
Convertible Preferred Stock, held as part of CCL's 401(k) profit-
sharing plan. CCL owns a 49% interest in Capital Center. CCL
hol ds a 40% interest in Forest Heights, alimted liability
conpany engaged in the devel opnment of residential real estate in
Portland, Oregon. This investnent is accounted for using the

equity nethod and had a book val ue of $188,941. CCL al so owns
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520 SWYamhill LLC, the book value for which consists only of
or gani zati onal costs.

Current Liabilities — CCL’s payroll payable, including

sal ary, vacation, comm ssions, benefits and rel ated taxes, was
$170, 239 as of August 31, 2000. Accounts payable were $203, 444,
consisting primarily of rent, 401-k contri butions, |egal fees,
and advance paynents for hunting and ot her adventure excursions.
The agi ng indicates that approximtely 64% of the accounts
payabl e were current, and the renai nder were | ess than 30 days
past due. CCL’s reported accrued expenses and m scel | aneous
payabl es/ deposits of $411,933 included | egal fees of $235, 062,
pl us business and property taxes, travel and entertai nnment
expenses, insurance prem uns and | ease deposits.

Deferred I ncome — CCL’s bal ance sheet at August 31, 2000,

i ncl uded $531, 465 and $202,572 in deferred income related to
managenent fees charged in advance for Private and Public
I nvestments, respectively.

Bank of the West Line of Credit - The outstandi ng bal ance of

$1, 550, 000 at August 31, 2000, represents a full extension of
amount s avail abl e under the Bank of the West line of credit,

whi ch expired on Septenber 30, 2000, and bore interest at prine
plus 1% This obligation has fully matured, and Bank of the West
has given notice that it intends to enforce its rights

t her eunder.

Long-Term Liabilities - Total long-termliabilities on the

CCL bal ance sheet at August 31, 2000, were $1,068,034. The note
of $257,295 to the fanmly trusts of Barclay and Bl ake Grayson is

payabl e upon a 395-day witten notice, bears interest at prine
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plus 1% and is anortized over 15 years. The beach house
nortgage of $129,398 on the property at 50 12th Avenue, Seasi de,
Oregon, is anortized on a nonthly basis through July 2027 with
interest at 8.5% A note to Joel Gayson is payable upon 90
days' witten notice, bearing interest payable nonthly at prine
plus 1% Between April and July 2000, CCL repai d $240, 000,
resulting in an outstandi ng bal ance of $556, 750 at August 31,
2000, $500, 000 of which is subordinated pursuant to terns of the
Bank of the West line of credit. The balance of the capitalized
| ease payable to PacificOne for conputer equi pmrent was $124, 591.
A note payable to a former stockholder, Gegory J. Houser, had a
bal ance of $204, 677 at Decenber 31, 1999, and was payable in
nonthly installnments of $27,000, including interest at 9% wth
the final installnent paid in August 2000.

3. Capital Center Assets and Liabilities

Current Assets — As of August 31, 2000, Capital Center’s

bal ance sheet reflected cash held in an operating account of
$63, 895, accounts receivable of $40,009 for rent owed by CCL, and
prepai d property taxes of $19, 075.

Fi xed Assets — The primary asset owned by Capital Center is

Capital Center Plaza |ocated at 2300 SWFirst Avenue, Portl and,
Oregon. As of August 31, 2000, the bal ance sheet reflected
bui l di ng and i nprovenents with a cost of $1,592,742 and a net
book val ue of $572,957; land with a cost of $300,000; and
anortized | oan costs with a net book val ue of $37,332. The
property was apprai sed on Septenber 16, 1999, at a val ue of

$3, 255, 000.
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Current Liabilities and Deposits — As of August 31, 2000,

Capital Center’s bal ance sheet refl ected accounts payabl e of
$3, 849 and refundabl e deposits of $1,292.

Long-Term Liabilities — The outstandi ng nortgage owed to

Nati onal Mortgage is payable in nonthly installnents of $17, 041,
including interest at 8.25% and is due Novenber 2009. The
bal ance as of August 31, 2000, was $1, 969, 573.

4. Ot her Assets and Liabilities

The assets of Jeffrey L. Grayson and Barclay G ayson are not
presently assets of the receivership estate, although they have
been frozen as a result of the SEC Order. However, CCL has paid
for the purchase, use and/or expenses for many assets in the
per sonal possession of the Gaysons. The Receiver has net with
representatives of the G aysons in order to explore whet her sone
of the Graysons' assets should be clainmed by the Receiver as
property of the Receivership estate. The G aysons have been
cooperative to date in providing information requested by the
Recei ver

Shortly after his appointnent, the Receiver received notice
that Jeffrey G ayson proposed to sell an interest he held in B/ G
and Associates, LLC ("B/G') to one of the other nenbers of B/ G
t he Mei senbach Company, for $138,625.00. B/ Gis an entity forned
to own and operate a Cessna airplane. Since Jeffrey Gayson's
personal assets are subject to a freeze under the SEC Order, the
Receiver's and the SEC s consent were required in order to
conpl ete the sale.

Based upon an i nsurance conpany estimte of value, the

Recei ver was satisfied that the proposed sale price was
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reasonabl e. However, the Receiver discovered through his review
of CCL records that CCL funds had been used to pay G ayson's
share of B/ G s expenses. Accordingly, the Receiver concl uded
that part or all of Gayson's LLC interest and the sal es proceeds
therefromwere rightfully the property of CCL.

Thus, the Receiver agreed that the Grayson B/ G interest
coul d be sold as proposed, but only on the condition that the
full anmount of the sales price be held by the Receiver. The
Court has advised that as |ong as the Receiver, Grayson and the
SEC so stipulate, the purportedly personal assets, such as the
B/Ginterest, can be sold, and the proceeds sequestered by the
Recei ver subject to later resolution of appropriate distribution.
At the tinme of this Amended Initial Report, a purchase and sal e
agreenent and correspondi ng stipul ati on have been signed and it
is anticipated that the sales proceeds fromthe B/Ginterest wll
be received by the Receiver wthin days.

C. Overview of CCL Cients

Taft-Hartl ey plans (pension, defined contribution, health
and wel fare, vacation and training trust accounts) and ot her
union clients provided 77% of the assets under managenent.

Approxi mately 301 clients had investnments under nmanagenent as of
t he Appointnment Date. The average client had $3.4 mllion under
managenent. But, half the clients had | ess than $400, 000 under
CCL managenent. The largest client had $165.4 million under
managenent .

Taft-Hartley and union clients hold approxi nmately
$407.7 mllion of the $487.8 nmillion in Private Investnents. CCL

had 715 total client accounts as of the Appointnent Date. Sixty-
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two pension accounts (9% of all accounts) total ed over half of
the total assets under managenent. The 20 | argest accounts of
all investors (3% of all accounts) each had bal ances in excess of
$10 mllion, and totaled alnost half (48% of total assets under
managenent. The |argest 140 accounts (20% of all accounts) each
had bal ances in excess of $1 million and totaled 87% of the
assets under managenent.

Bel ow are summaries of the clients and accounts nanaged by

CCL as of Septenber 21, 2000:

CCL Clientsasof September 21, 2000

Client Tvpe
Taft Hartley/
—llnions  __Coporations Individuals Qther Tatal

Number of Clients o7 % 156 14 33

Percent of Totd 30% 1™ 48% 4% 100%
Public Investments $ 350,228 005 $ 100,739,566 $ 20844541  $ 14412178  $ 495,224,288
Private Investments 407,706,443 24504494 53442672 2135918 487,789,527
Cach and Equivdents 26203436 4436467 2921006 176734 R737.731

Totd $ 784137883 _$ 129680526 $ 86208308 _$ 16724820 _$ 1016751547

Percent of TotA T7% 100 Dh 20/ 10MPA
Average Client Investment $ 8,0838% $ 2315724 $ 552617 % 1194631 % 3,147,838
Mediian Client Invesiment $ 639,282 $ 142695 $ 137403 $ 697,952 $ 387,809
Largest Client Investment $ 108599113 $ 26,137,777 $ 5984572 $ 5078309 $ 108599113

Souess
CCL portfolio management system; dient groupings estimated for presentation purposes
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CCL Accountsas of September 21, 2000

Number of Accounts
Percent of Total

Total Account Balance
Percent of Total

Average Account Size

Largest Account

Number of Accounts
Percent of Total

Amount in Accounts

Percent of Total
Average Account Size

Source:

Account Tvpe

401(K)/IRA/ Health &
Pension Profit Sharing \\elfare Other Total
62 312 26 315 715
9% 44% 4% 44% 100%
$ 516,798,188 $ 248,737,409 $ 80,709,773 $ 170,506,178 $  1,016,751,547
51% 24% 8% 17% 100%
$ 8335455 797235 $ 3104222  $ 541289  $ 1,422,030
$ 86496569  $ 17572453 $ 17,836,611  $ 8022709  $ 86,496,569
Account Balancesin Excess of
$500 000 Sl million S5 million $10million Total
241 140 47 2 715
34% 20% % %) 100%
$ 955,779,949 $ 884,664,045 $ 674,147,279 $ 489,536,442 $  1,016,751,547
94% 87% 66% 48% 100%
$ 3,965,892 $ 6,319,029 $ 14,343,559 $ 24,476,822 $ 1,422,030

CCL portfolio management system; account groupings estimated for presentation purposes.

V. THE PUBLI C | NVESTMENTS PORTFCLI O

A. Descri pti on of

| nvest ment s

The following is a sunmary of CCL Public Investnents on the

Appoi nt mrent Dat e.
Valuein % of Asset % of Public
$ Millions Class Investment
Public Equities
Large Cap $125 58%
Small Cap 90 42 %
Total 215 100% 43 %
Public Fixed Income
Short-Term 24 23%
Intermediate 75 71%
Core 6 6 %
Total 105 100% 21%
Mutual Funds
Prudential 135 77 %
Schwab 40 23%
Total 175 100% 35%
Grand Total $495
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The Recei ver reviewed sel ected representative accounts in
both the Small Cap and Large Cap investnment portfolios for the
period fromthe Appoi ntnent Date through October 17, 2000. The
sanple tested fromthe Small Cap portfolio outperfornmed CCL's
benchmark, the Russell 2000 Index, by 9.1% The sanple tested
fromthe Large Cap portfolio outperformed CCL's sel ected
benchmark, the S&P 500 | ndex, by 2.6%

B. Public | nvestnent Program

1. Public I nvestnent Commttee

As reported to the Receiver, CCL managed the Public
I nvestments portfolio through the Public Investnment Committee,
chaired by the head of Public Investnents Roger Thomas. The
Public I nvestnent Conmittee consisted of Public Investnent
personnel plus Jeffrey L. Gayson and Barclay G ayson.

2. Public Equities

As of the Appointnent Date, 113 accounts, held by
89 clients, were invested to sone extent in public equities,
predom nately common stock. As reported to the Receiver, for
each of CCL's large cap and small cap equity products, CCL
utilized the following strategy: a "concentrated portfolio" (25
to 30 stocks), "low turnover" (three to five stocks per year),
and a "buy and hol d" (expected hol ding period of three to five
years).

3. Public Fi xed-Incone Securities

As of the Appointment Date, 58 accounts, nanaged on behal f
of 47 clients, included publicly traded fixed-incone securities.
CCL's stated phil osophy was to purchase high quality (generally

A-rated, or better) corporate securities on a "buy and hold (to
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maturity)" basis while minimzing the interest rate-related risk
of the portfolio (i.e., prudent duration managenent vs. each
product's desi gnated benchmark). Benchmarks included: 3-Month
Treasury Bills; the Merrill Lynch 1-3 Year Treasury |Index; the
Lehman I nternmedi ate Governnent/Credit Index; and the Lehnman

Aggr egat e | ndex.
4. Third-Party Mitual Funds

As of the Appointnment Date, 85 accounts, nanaged on behal f
of 82 clients, were invested at least partially in third-party
mut ual funds (e.g., Prudential). Wth respect to this asset
class, on an annual basis, CCL's Public Investnent Conmttee net
to evaluate if there was a need to (1) change the allocation
percentages related to particular asset classes or risk/reward
options and (2) change the selection of any specific mutual fund
currently in use for a given asset class.

C. The Receiver's Activities

Under the SEC and DOL Orders and federal equity receivership
| aw, the Receiver is authorized and directed to take al
necessary action to collect and preserve the assets of CCL, act
as a prudent fiduciary and wind down and |iquidate the assets of
CCL. Consistent with these responsibilities, upon his
appoi ntnment, the Receiver froze trading in all Public
I nvestments, including the specific stocks and fixed-incone
investnments that were in client accounts as of the Appoi nt nent
Dat e.

As noted earlier, given the significant allegations of fraud
that led to the Receiver's appointnent and the need to conserve

resources, he termnated the majority of CCL's enpl oyees.
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Consequently, the Receiver could not actively manage the stock
and fixed-incone investnments. Nor is it appropriate in the
context of a federal receivership for the Receiver to attenpt to
provi de t hat type of service.

Leaving the portfolio of stocks and fixed-inconme investnents
frozen, however, is not a |ong-term managenent strategy,
particularly for investnents in individual stocks. On the other
hand, |iquidating stock and bond hol di ngs i s expensive and may
not be consistent with specific allocation strategi es adopted by
CCL on behalf of clients. Mndful of these facts, the Receiver
contacted several mmjor investnent managenent firnms in an effort
to find a manager willing to pronptly manage this | arge and
di verse portfolio. Those firnms included Gol dman Sachs, Wells

Capital, a division of Wlls Fargo Bank, A. G Edwards, and

Merrill Lynch Investnent Managers and its affiliates ("Merrill
Lynch").

As a result of these contacts, and after careful
consi deration, the Receiver requested Court authority to provide

client information on the stock and fixed-incone portfolio
exclusively to Merrill Lynch. The Receiver selected Merril

Lynch because it is well-qualified, |arge enough to effectively
manage this volunme of investnents, and was the nobst responsive to
the Receiver's desire for immediate action. Merrill Lynch was
prepared to use its best efforts to pronptly contact each CCL
client with investnents in the stocks and fixed-inconme portfolio.
Merrill Lynch was al so prepared and willing to offer the CCL

clients its standard form of investnent nanagenent agreenent and
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to manage these accounts subject to executing new client
contracts.

In return, Merrill Lynch agreed to conpensate the
receivership estate for each client enploying the firm If a
client hires Merrill Lynch to render investnent advisory
services, Merrill Lynch will pay a fee equal to 15% of its annual
advisory fee rate nultiplied by the narket val ue of the assets
commtted to managenent. One-half of such fee shall be payable
after 90 days. No fee shall be payable if the account term nates
before expiration of the first 90 days. One-half of such fee
shall be payable after 180 days. The second half of the fee
shall not be payable if the account term nates before expiration
of the first 180 days. Merrill Lynch estinmates that its annua
managenent fee will typically be approxi mately 1% of the val ue
under nanagenent.

On Cct ober 12, 2000, the Court approved the Merrill Lynch
Agreenent. That Agreenent and the order approving it do not
obligate clients to select Merrill Lynch as their investnent
manager and do not affect term nation notices given by clients to
the Receiver. On Cctober 13, 2000, the Receiver sent a Court-
approved letter to all clients who had not notified the Receiver
of termnation and identified a replacenent manager, notifying
themof Merrill Lynch's interest. As of that date, clients
representing |less than one-third of the total value of the stocks
and fixed-inconme portfolio had submtted notices of term nation
and had identified a new i nvestnent manager for transfer. On
Oct ober 18, 2000, the Receiver sent further notices to al

clients of their rights to transfer the nanagenent of their
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publicly-traded i nvestnments without further notice to the
Recei ver

The Receiver anticipates that by the tinme of the first
status conference, or shortly thereafter, managenent of al
Public Investnments will have been transferred to Merrill Lynch or
anot her qualified advisor. The Receiver will therefore have
satisfied his goal to facilitate an expeditious and conveni ent
transfer of managenent to a conpetent financial manager and, to
the extent possible, generate some revenue for the receivership
estate to defray the adm nistrative expenses of the receivership.

VI. THE PRI VATE | NVESTMENTS PORTFCOLI O

A. Summary of Private | nvestnents

The Private Investnments portfolio includes private debt
i nvestnents, private equity investnents and real estate equity
interests. Belowis a table detailing the anobunt invested and
the CCL-estimated narket value according to the CCL portfolio

summary as of the Appointnent Date.

Private Investments as of September 21, 2000

Security Type Cost Claimed Market Value®
Private Debt Investments $387,726,015 $404,903,607
Private Equity Interests 31,360,992 30,492,493
Real Estate Equity Investments 65,903,262 52,393,428
Total Private Investments portfolio $484,990,270 $487,789,527

Fol l owi ng are two charts that depict the sources of Private
I nvest ment revenues for the year ended Decenber 31, 1999, and for

the ei ght nonths ended August 31, 2000. The charts indicate that

3 These ampunts have not been subjected to testing or

verification by an independent third party. The Receiver

bel i eves the market value is substantially |ess.
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over 75% of the Private | nvestnment revenues are derived fromthe

non-real estate |oan investnent program marketed by CCL as

"I nsured and/or Collateralized Notes."

Sources of Private Revenue
Year Ended Decenber 31, 1999

Real Estate Equities
4.6% Service Fee Income

0.0%

Private Equity
4.5%

Other Private Debt
41%

Participating 1st & Sub.

Mortgages
2.0%

Limited Partnerships
3.3%

Conventional 1st & Sub.

Mortgages
2.6%

Construction Mortgages
1.9%

Collateralized Notes
76.8%
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Sources of Private Revenue
Ei ght Mont hs Ended August 31, 2000

Private Equities
2.7%

Real Estate Equities

4.3% Service Fee Income

0.1%

Participating 1st & Sub.
Mortgages
1.3%

Other Private Debt
4.3%

Limited Partnerships
3.4%

Conventional 1st & Sub.
Mortgages
2.5%

Collateralized Notes
81.5%

B. Pri vate Debt | nvestnents

The private debt investnents are investnents in |loans to an
i ndi vi dual or conpany collateralized by real estate, stock
i nventory, receivables or other assets. The private-debt
i nvestnments are categorized into different types of |oans: non-
real estate secured |loans and real estate secured | oans.

The | argest | oan programwas entitled the "lnsured and/or
Collateralized Note Program" Approximately $157 mllion of the

total outstanding principal under the |Insured and/ or

Coll ateralized Note Programis attributable to the WCC/ Sterling
Not es, which are discussed in further detail bel ow

Approxi mately $80 nmillion of the total outstanding principal

bal ance is conprised of a series of |oans to Beacon, Brooks, and
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Creditmart, entities controlled by Tinothy Gamwel |, which are
al so discussed in further detail bel ow

The remaining $83 mllion of the Insured and/or
Col | ateralized Note Program outstanding principal is conprised of
13 loans to various other borrowers. For the nost part, such
| oans call for nonthly paynents of interest only at prine plus 3%
to 5% Collateral is generally a lien on the borrowers' | oan
recei vabl es or other contract rights. |In certain instances, real
estate is pledged as additional collateral. The current val ue
of the non-real estate collateral is not yet known, but is
suspect. Certain of these |oans are personally guaranteed by
princi pals of the borrowers. The net worth of the guarantors or
their ability to personally repay the debt should the borrowers
default and the collateral prove to be of insufficient value is
al so not yet known.

As of the Appointnment Date, 13 private-debt investnents were
in default, totaling $13,478,174 in outstanding principal. As of
the Appointnent Date, certain litigation and other foreclosure
efforts had al ready been commenced on behal f of CCL. Where the
| oans have recently fallen into default, the Receiver has served
notices of default to the borrowers. Although many borrowers are
current on their nonthly interest paynents, there are serious
guesti ons whether several |arge borrowers will ever be able to
pay of f the principal bal ance.

C. Private Equity | nvestnents

The private equity investnments are direct investnents in the
ownership of conpanies. O the 13 private equity investnents

included in the portfolio balance as of the Appointnent Date,
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four resulted fromthe conversion of nonperformng | oans (a total
conversi on of $1,352,205 in outstanding principal), and the
remai ni ng nine were acquired as original equity investnents.

Ni nety- one percent of private equity investnments are in A Fem
(di scussed in nore detail below), Pacific Capital, LLC and
Amer i can Physi ci ans Net wor k.

D. Real Estate Interests

The major private real estate equity interests include
Legends Condom ni uns, AT&T Cellular One Building and the Smths
Consol i dated Real Estate Hol dings (SCREH) buil dings. Legends and
SCREH resul ted from postdefault enforcenment of a | oan (Legends)
and restructuring of a nonperformng |oan (SCREH).

E. Hi story of Operation — Private Debt |nvestnents

1. Lack of Underwiting

CCL represented that it would perform an extensive
eval uation of the borrower before underwiting a | oan. The
eval uati on was supposed to include assessing the econom cs of the
borrower's busi ness, analyzing the projected cash flow, assessing
the borrower's repaynent plans and anal yzing the credit reports,
collateral, tax returns and financial statenments of the borrower.
The eval uati on process was supposed to end in a review of the
i nvest ment proposal by a Loan Conmittee conprised of CCL's
prof essional s including portfolio managers, investnent anal ysts,
| oan admi ni strators and servicing individuals. The Loan
Committee was supposed to ensure that all aspects of the
i nvest ment were thoroughly analyzed and that client funds were
put to the highest and best use within the client's investnent

gui del i nes.
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The Receiver's review of CCL's loan files and his interviews
wi th enpl oyees did not substantiate that the prom sed
underwiting process took place. CCL enpl oyees were not aware of
any specific credit or borrower anal yses prepared or naintained
by the investnent analysts. Additionally, according to both the
Uni form Application for Investnent Adviser Registration dated
March 30, 2000, and discussions with CCL staff, Jeffrey G ayson
and Barclay G ayson were the only two voting nenbers of the
Private I nvestnent Commttee, as opposed to the "10+ invest nent
prof essi onal s" descri bed as nmaking up the asset-specific
i nvestnment committees on CCL's pronotional web site.

Additionally, the Receiver's initial review has reveal ed
that nost of the loans are to high-risk borrowers. These
borrowers are either new conpanies with no operating or financial
hi story to support |oan repaynent requirenments, or are involved
in econom cally-risky industries such as sub-prine auto | oans,
Sout h Ameri can wood products and travel agencies.

2. The | nsured and/or Collateralized Note Program

The Insured and/or Coll ateralized Note Programrepresented
82% of the total private debt investnents outstanding. These
| oans were described by CCL as | oans nade to a borrower secured
by an assignnent of the borrower's | oan receivables or contract
rights. The | oans were to have typical maturities of between two
to five years and provide a return based upon an interest rate
spread above the prine interest rate. The |oans were represented
to provide high current income conmbined with preservation of
capital. These | oans either required a hol dback of | oan proceeds

equal to 15% of the | oan bal ance, called "cash collateral,"”
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mar ket abl e securities or cash equivalent collateral or required
credit insurance. Al of the outstanding Insured and/or
Col | ateralized Notes are or were collateralized by cash
collateral and none by credit insurance. CCL enployees could
identify only one past |oan which involved credit insurance.
However, correspondence received by the Receiver indicates that
certain clients understood these |oans to be insured by third-
party insurance conpani es.
3. Def aul ts

O the total private debt investnments, there are currently
13 loans totaling $13,478,174 that CCL has identified to be in
nonetary default as of the Appointnment Date. Loans in nonetary
default were defined by CCL as those | oans on which the paynents
of interest and/or principal have not been made. As described in
detail below, the Restructured WCC/ Sterling | oans and Brooks and
Beacon | oans appear to be inpaired as to value and CCL wai ved
certain nonperformance by WCC and Sterling, but no default was
decl ar ed.

The Receiver's initial review has identified many ot her
| oans in addition to those in nonetary default that may be
inmpaired as to value. For exanple, many | oans were restructured
to require paynents only equal to cash flow, thus precluding a
paynent default. OQher |oans involved additional funding
advances to permt the borrower to nmake required paynents. Sone
| oans i nvol ved postponed maturity dates or postponed principal
paynents. Additionally, the Receiver has identified severa
instances simlar to the circular nature of the

WCC/ St er | i ng/ Brooks/ Beacon arrangenent, described in detail
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bel ow, in which funding fromnew |oans to an affiliate of the
borrower becones the source of paynents on an existing | oan.

4. Areas of Concern

The Receiver's initial review of the private debt
investnents identify serious issues including: (i) the lack of
adequat e docunentati on and/ or tracking of the | oan status;

(ii) the infrequent placing of |oans in default/foreclosure;
(iii) the lack of diversification; (iv) the nunber of

i nterrel ati onshi ps between | oans and borrowers; (v) the

anti quat ed dat abase systemused to naintain the | oan informtion;
and (vi) the structure of managenent fees and the | ack of
accurate appraisals for certain |oans.

Many | oan files do not have any recent financial statenents
and are not in conpliance with the respective | oan agreenents
regardi ng the production of nonthly or quarterly financi al
statenments. Additionally, the paynment of property taxes was not
bei ng tracked by CCL and, as aresult, tax |liens may exist on
real property collateral

CCL infrequently placed a loan in default or pursued
foreclosure. Many | oans were restructured/ nodified nunerous
tinmes to extend maturity dates, decrease nonthly paynments, or
capitalize accrued interest to prevent a default. Once a |oan
was placed in foreclosure/default by CCL, ownership was assigned
to 520 SWYanhill LLC to avoid negative publicity for CCL. As of
the Appointnment Date, four |oans were assigned to 520 SW Yamhi |
LLC, although those |oans continued to be reported by CCL as part

of the CCL | oan portfolio.
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The | oans included in the Insured and/or Collateralized Note
Program were not significantly diversified. Most of the 238
| oans in the Insured and/or Collateralized Note Programinvol ve
only a few borrowers. The major borrowers are WCC progeny:
including Sterling ($156, 985, 137), Beacon (%$40, 328, 494), Brooks
($31,177,274) and Creditmart ($8,328,749). Together these
borrowers represent approxi mately 74% of the total anount
($319, 453, 710) of the Insured and/or Collateralized Note Program
and 61% of the total private debt investnents.

As denonstrated by the Creditmart, Brooks and Beacon | oan
rel ati onshi p descri bed bel ow, many | oans and borrowers in the
| oan portfolio are interrelated through common ownership. There
are al so many exanples within the | oan portfolio of the sane
guarantors and owners being involved in nunerous |oans for
di fferent borrowing entities, including personal |loans to the
owners and guarantors and loans to affiliated entities.

During the period of recent scrutiny by the SEC, CCL reduced
its managenent fee on certain questionable loans. On July 1,
2000, CCL reduced the managenent fee from3%to 1.5% on the
Sterling | oans, and then again on Septenber 20, 2000, the day
bef ore the Appointnent Date, reduced the fee from1.5%to 0%
CCL al so reduced the nanagenent fee on the Bayside | oan on that
same date from3%to 0% The reduction in nmanagenent fees
appears to correspond to the questionable value of the |oans and
col | at eral

Si gni ficant inadequacies were identified within CCL's | oan
adm nistration system Little, if any, security was programed

into the conmputer system The conputer files were not password
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protected, and the integrity of the data was not nmaintained. It
does not appear to be possible to deternm ne whether files/records
were edited or del eted wi thout extensive manual checki ng agai nst
hard copy records. Furthernore, the system does not appear to
track the identity of users updating or deleting a record.
According to CCL's progranmer, the machines were left on for days
on end, and anyone who had access to an on-line termnal could
make a change. Finally, the age and difficulties associated with
FoxPro 2.0, an old DOS-based application, make the interface
awkward for extracting informati on and requires sonmeone wth a
knowl edge of the application, query |anguage, and obtuse
programm ng code. The application appears to have nmany

"patches,"” and several of the reports would not run to

conpl etion. The CCL programer had presented a proposal to
rewite the application during the first quarter of 2000, but the
proposal was not accept ed.

5. WCC and Its Progeny, The Mjor Private Debt

Probl em

WCC is a Nevada corporation originally formed in 1989.
Prior to the last quarter of 1996, WCC was in the business of
acquiring and servicing perform ng and nonperform ng | oan
portfolios and nortgage-backed securities. Funding for
acqui sitions of | oan portfolio and nortgage-backed securities was
historically provided by third-party investors who held
participating interests in cash flows from specified portfolios
and securities or who extended credit to WCC with specified

portfolios and securities pledged as collateral.
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a) The Master Loan Agreenent and Anendnents

On or about July 6, 1995, CCL entered into a Master Loan and
Security Agreenent-1995-1 (the "Master Agreement") with WCC. *
Pursuant to the Master Agreenent, CCL agreed to make | oans to WCC
in an anount equal to the lesser of: (i) the sumof 90% of the
net present val ue of pledged servicing rights plus 85% of certain
eligible | oan receivables plus the face anobunt of certificates of
deposit held by CCL for the benefit of WCC, or (ii) $10, 527,500
(the "Maxi mum Amount™). In determ ning the net present val ue of
servicing rights, the Master Agreenent required the use of a
fixed discount rate of 9% Advances under the Master Agreenent
were originally at an interest rate of prime plus 4% and were
made in a series of 11 separate | oans, each individually
docunent ed and secured by discrete | oan pools and servicing
rights. Wederhorn and Mendel sohn personal ly guaranteed the
| oans.

Begi nning on July 21, 1995, only days follow ng the Master
Agreement's execution, WCC and CCL entered into the first of a

series of nodifications to the Master Agreenent as foll ows:

* Prior to entering into the Master Agreenment, CCL had al ready

made several loans to WCC and its affiliate, Portland Servicing
Corporation ("PSC'). As of the Appointnent Date, only one | oan
to WCC in the original principal anount of $4,169, 763 and one
loan to PSC in the original principal anount of $3,500, 000
remai n out standi ng. For purposes of discussion, the Receiver
has i ncluded these | oans together with | oans made under the

Mast er Agreenent.
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Dat e

Agr eenent

Modi fi cati ons

July 21,

1995

Fi rst Amendnent to
Security
Agr eenent - 1995-1

| ncreased the Maxi num
Amount to $24, 300, 000.

Cct ober 1, 1995

Second Anendnent
to Master Loan and
Security

Agr eenent - 1995-1

| ncreased the Maxi mum
Anpbunt to $100, 000, 000.

Decenber 26, Third Anmendnent to |Carified WCC s obligation
1995 Mast er Loan and to post as collateral for
Security each loan a certificate of
Agr eenent - 1995- 1 deposit in a principal
anmount not | ess than 15% of
t he out standi ng princi pal
bal ance of the Loans.
April 11, 1996 Fourth Amendnent | ncreased the Maxi num
to Restated and Amount to $150, 000, 000;
Amended Mast er Changed the fornula for
Loan and Security determ ni ng the net present
Agreenent - 1995- 1 val ue of servicing rights.
D scount rate was reduced
to the prine rate.
May 23, 1996 Fifth Amendnent to | Extended the maturity date
Rest at ed and for the | oans.
Amended Mast er
Loan and Security
Agr eenment - 1995-1
March 31, 1997 Si xth Amendnent to |lIncreased ability to borrow
Master Loan and agai nst servicing rights to
Security 100% of present val ue of
Agr eenent - 1995- 1 contracts and clarified
that | oans could be secured
by servicing rights only.
April 2, 1997 Letter dated Clarified outstandi ng
April 2, 1997 di sputes between the
count er si gned by parties.
WCC
Decenber 30, Letter dated Est abl i shed that CCL is not
1997 Decenber 30, 1997 required to nake loans to

count er si gned by
WCC

extent borrow ng base
attributable to servicing
contracts is less than
$116, 500, 000.
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Dat e Agr eenent Modi fi cati ons

May 7, 1998 Letter dated Est abl i shed that CCL is not
May 7, 1998 required to nake loans to
count er si gned by extent borrow ng base
WCC attributable to servicing

contracts is |l ess than
$129, 000, 000.

COct ober 15, Sevent h Anmendnent Rel eased $19, 300, 000 in

1998 to Master Loan and | cash collateral held by
Security Bear Stearns & Co. to pay
Agr eenent - 1995- 1 certain obligations of WCC
(the "Seventh and First Bank of Beverly
Amendnent ") Hlls. Wederhorn,

Mendel sohn and WFSG to

pl edge all of their
respective stock in WSG
and Wlshire Real Estate

| nvest ment Trust, Inc.
("WREIT") to secure the

| oan. WCC pl edged a $12.3
mllion prom ssory note
made by Wl shire Rea
Estate Partnership, L.P.
and a $2, 000, 000 pronissory
note made by WIlshire
Fundi ng Corporation to
secure the loan. WCC
agreed to rei nburse the
cash coll ateral on or

bef ore Decenber 31, 1998.

Cct ober 16, Ei ght h Anrendnent Agreed to nake an

1998 to Master Loan and | additional |oan of
Security $6, 000, 000 i n exchange for
Agr eenent - 1995- 1 W eder horn's and
(the "Eighth Mendel sohn' s pl edge of
Anendnent ") their stock in WCC

A schedul e of each of the | oans nade pursuant to the Master
Agreenent, and anendnents, is attached hereto as Exhibit "A " As
of October 23, 1998, WCC owed CCL approximately $159, 000, 000
under the ternms of the Master Agreenent. Moreover, as of this
date, CCL's |loans to WCC accounted for roughly 68% of the entire

Insured and/or Collateralized Note Program
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I nvesting such a | arge percentage of the total |nsured
and/or Collateralized Note Programin WC was risky. The
Recei ver found no evidence that CCL considered the risk caused by
this lack of diversification. CCL's files contained a
rationalization of this approach by asserting that each
i ndi vi dual | oan nade under the Master Agreenent was diverse in
and of itself since it was separately docunented and had separate
| oan pools and/or servicing rights serving as collateral.

b) Due Diligence |ssues

The Receiver's review of the WCC files revealed limted
fi nanci al background i nformation concerning WCC s financia
history, including WCC s audited financial statenents prepared by
Del oitte & Touche LLP. However, the Receiver has been unable to
| ocate files denonstrating that CCL engaged in any significant
underwriting analysis prior to entering into the Mster
Agreenment. More significantly, there appears to be no CCL due
diligence prior to anending the Master Agreenment to dramatically
i ncrease the Maxi mum Anount by 1, 400% from roughly $10, 000,000 to
$150, 000, 000 or prior to funding new | oans under the Master
Agreenment secured exclusively by servicing rights as collateral.

c) Col | ateral Val uati on Questi ons

Under the terns of the Master Agreenent, WCC was required to
provide to CCL on a quarterly basis independent appraisals
verifying the value of CCL's collateral. These appraisals were
initially provided by Consiliumand | ater by Mdss Adanms LLP,
CCL's own auditors. For reasons not contained in the files or
known to renmi ni ng enpl oyees, the Master Agreenent dictated that
the val uati ons be perforned using either a fixed 9% di scount rate
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or using the prime rate as the discount rate. G ven that the
resulting value of the collateral was greatly dependent on the
di scount rate used, the use of a nmandated | ow di scount rate nay
have led to a significant overvaluation of the servicing rights
col | at eral

d) W shire's First Restructure

At the tinme CCL originally entered into the Mster
Agreenment, WCC was in the business of acquiring and servicing
| oan portfolios and nortgage-backed securities. As originally
contenpl ated, CCL, in nmaking |oans to WCC, woul d take as
collateral all of WCC s receivable rights in the | oan pools
acquired within a portfolio, as well as all servicing rights
related thereto. This relationship, however, changed sonetine
prior to 1997 when CCL began to make | oans to WCC under the
Mast er Agreenent secured exclusively by WCC s pl edge of
servicing rights for loan portfolios. This switch was apparently
precipitated by the reorgani zation of WCC in | ate 1996.

Because of an alleged need for additional capital,
Wei der horn and Mendel sohn, the principals of WCC, decided to take
one of their conpanies, WFSG public through an initial public
offering. Following the initial public offering, WFSG and its
subsidi ari es woul d acquire | oan portfolios and nortgage-backed
securities instead of W.C.  WCC, on the other hand, would only
service |loans for WFSG. It would no | onger directly purchase any
| oan portfolios.

In accordance with this strategy, in the fourth quarter of
1996, WFSG underwent an initial public offering and formed new

subsidiaries to undertake the | oan acquisition and servicing
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busi ness then conducted by WCC and its affiliates. Shortly
before the initial public offering, WCC and WFSG entered into
that certain Loan Servicing Agreenent dated Novenber 15, 1996
("Loan Servicing Agreenent”). Under the terns of the Loan

Servi cing Agreenent, WSG agreed that WCC woul d service | oans
owned by WFSG and its affiliates. Inportantly, the Loan
Servi ci ng Agreenent contained no restriction on WFSG sel ling or
ot herwi se transfering | oan pools to third parties, who could then
use soneone ot her than WCC to service the loans. WSG al so coul d
transfer the servicing rights fromWC to its own whol | y-owned
affiliate, WoC, within two to three years followi ng the execution
of the Loan Servicing Agreenent.

As originally drafted, the Loan Servicing Agreenent had no
provi sion for paynment to WCC following the transfer of servicing
rights to WSC. On or about Cctober 22, 1997, WSG and WCC
entered into an Anmended and Restated Loan Servicing Agreenent
(the "Anended Loan Servicing Agreenent") that provided in the
event servicing rights were transferred to W5C, WCC was
neverthel ess entitled to a share of the servicing fee, follow ng
t he deduction of WSC s average cost of servicing the |oans, unti
the term nation of the Loan Servicing Agreenent (as early as five
years following the transfer of |oans to WSC).

During the process of the restructuring, WCC made CCL aware
of its intended restructure and apparently requested CCL to
continue to make |l oans to WCC followi ng the restructure. WCC
"threatened" to pay off its outstanding | oans under the Master
Agreenent unless CCL agreed to continue to fund new | oans
followi ng the restructure and accept as collateral WCC s pl edge
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of its remaining servicing rights. However, because WSG coul d
term nate WCC s servicing operation or sell the servicing rights,
WCC s servicing rights were largely conprom sed foll owi ng the WCC
restructure.

The Recei ver has found no evi dence of serious due diligence
or analysis by CCL of the inpacts of WCC s 1996 restructure upon
CCL's collateral value or |oan repaynent risk. As indicated on
Exhibit "A " following the restructure, CCL | ent over $81, 000, 000
in new additional |oans to WCC secured by WCC s servicing rights.

e) The Second W/ shire Restructure

Following its initial public offering, WSG used the funds
raised to significantly expand its acquisition of |oan pools and
nort gage- backed securities. Reportedly, as of COctober 1998, WSG
was i ndebted to its bondholders in the principal anount of
approximately $184.2 million.

According to CCL files, adverse interest rate fluctuations
in the fourth quarter of 1998 caused WFSG to |iquidate a
substantial portion of its loan portfolios to pay capital calls
i nposed by its lenders. 1In addition, because of WFSG s practice
of using certain funds collected on account of |oans it serviced
for its wholly owned banki ng subsidiary, First Bank of Beverly
Hlls, F.S.B ("First Bank"), WSG was forced by the Ofice of
Thrift Supervision to inmediately return approxi nately
$15 million in funds to First Bank. WSG and WCC cane to CCL for
assistance with this alleged financial crisis.

For reasons not contained in CCL's files, CCL | oaned WCC an
additional $25.3 nmillion to cover margin calls and nonies owed to

First Bank. These new | oans were evi denced by the Seventh
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Amendnment dated Cct ober 15, 1998, wherein CCL agreed to rel ease
to WCC and WFSG $19.3 million of CCL's cash collateral for

exi sting CCL loans to WCC. Soon after, on Cctober 16, 1998, CCL
agreed to an Eighth Arendnment to | oan WCC an additiona

$6 mllion. As a result of these transactions, CCL rel eased nost
of the cash collateral it held to secure WCC s perfornance under
the Master Agreenent and increased WCC s debt by $25 million

Despite the receipt of over $25 million from CCL, WFSG s
financial condition continued to decline. According to CCL, by
Novenber of 1998, WFSG s public bondhol ders threatened to
i mredi ately shut down and |iquidate WFSG s operati ons unl ess
W eder horn and Mendel sohn agreed to turn over the conpany. By
Decenber of 1998, WFSG certain of its affiliates, CCL, and
WFSG s public bondhol ders agreed to a new conprehensive
reorgani zati on of WFSG, WCC, and affiliated conpani es.

A restructure of the WCC | oans was to be acconplished in
conjunction with a prepackaged bankruptcy reorgani zation filing
by WFSG t hat woul d exchange the bond debt for 99% of the stock in
WFSG.

i) Step One

CCL's borrowers, PSC and WCC, nmerged with WCC becom ng the
surviving entity. Wederhorn and Mendel sohn, the sole
shar ehol ders of PSC and WCC, transferred all of their existing
shares in the surviving WC.Cto WM LLC, an Oregon limted
liability conpany ("WM LLC"), of which Mendel sohn and W ederhorn
were the sol e nmenbers.

Cont enpor aneously, CCL formed a new whol | y- owned subsi di ary,

CWH Mergco Corp., an Oregon corporation ("CWH Mergco Parent"),

Page 50 -Anended 1st Interim Report of
Recei ver

524778. 05/ SC




© 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

which in turn forned its own whol |l y-owned subsidiary, CWH Mergco
Sub Corp., a Nevada corporation ("CWH Mergco Sub"). CWH Mergco
Sub thereafter nmerged with WCC, with WCC becom ng the surviving
entity: the name of the corporation was changed to Capital
W shire Hol dings, Inc., a Nevada corporation ("CWH') foll ow ng
the nerger. As a result of the nerger, CCL becane the owner of
99% of the issued and outstanding shares in CAMH Mergco Parent,
t he 100% owner of CWH, and WM LLC becane the owner of the
remaining 1% Notably, as a result of these transactions, CCL
became the 99% sharehol der of the 100% owner of CCL's borrower,
now known as CWH. No change in collateral had yet occurred.
Charts graphically depicting the corporate structure of CCL, WCC
and WFSG prior to these transactions as well as depicting step
one of the restructure are attached hereto as Exhibits "B" and
"C," respectively.
i) Step Two

The restructure continued, and the collateral for CCL's
| oans was di m ni shed.

CCL released its lien on the existing collateral now held by
CWMWH (i.e., the servicing rights pledged to CCL under the terns of
the Master Agreenent) and rel eased Wederhorn and Mendel sohn from
their guarantees. CWH and WCC Inc., a new y-fornmed Nevada
corporation ("New Servicer"), entered into an agreenent whereby
CWH transferred to New Servicer all of its assets and
l[iabilities, with the exception of its obligations to CCL owed
under the Master Agreenent. The transfer included the forner
collateral, that is, the servicing rights under the Loan

Servicing Agreenent. New Servicer granted to CWH (CCL's new
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borrower) 1,000 shares of Class B Non-Voting Stock in New
Servicer (the "Cass B Stock”). The Cass B Stock was entitled
to participate pro rata with other comon stock (Class A in

di vi dends and was entitled to a m ninmum i quidation guarantee of
$19.3 million. The Cass B Stock held by CM\H represented 49.99%
of the equity interests in New Servicer. Mreover, the Class B
Stock was convertible into such nunber of Class A Stock as woul d
represent 49.99 % of the outstanding shares of Class A Stock in
New Servicer. Finally, pursuant to certain exchange rights, the
Cl ass B Stock was convertible into up to 42%of the stock of WSG
no earlier than June 2001.

WFSG contributed to New Servicer all of its outstanding
shares of WBC stock, in exchange for 900 shares of C ass A Stock
in New Servicer. WSG delivered to CCL a $350, 000 prom ssory
note. WFSG al so delivered to CCL a $2, 200, 000 prom ssory note.

W eder horn and Mendel sohn each personal |y guaranteed the

$2, 200, 000 prom ssory note delivered by WWSG to CCL. CWH t hen

pl edged its Class B Stock in New Servicer to CCL as collateral to
secure the outstandi ng i ndebtedness to CCL of $160 m | lion under
the Master Agreenent. WFSG al so executed a |iquidation bond in
favor of CCL that guaranteed that CCL woul d be paid at |east
$19.3 million upon the liquidation of New Servicer. The

[ i qui dation bond was to be secured by certain assets of WSG

CCL then al so rel eased W ederhorn and Mendel sohn fromliability
for any clainms not covered by directors and officers liability

i nsurance. The WCC | oan restructure was now conplete.® A chart

> The WCC |l oans as restructured shall be referred to as the

"Restructured WCC | oans. "
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graphically depicting step 2 of the restructure is attached
hereto as Exhibit "D."

The foregoing two steps were consumrat ed cont enpor aneously
with the effective date of WFSG s prepackaged pl an of
reorgani zation.®

iii) Restructure |npact

The net effect of the restructure transaction on CCL | oans
to WCC was to change the nature of CCL's collateral and borrower;
CCL's loans totalling $160 m|lion becane secured only by
(i) C\WH s Cass B stock in the New Servicer; and (ii) the
[ iquidation bond. Moreover, CW, the new borrower, was owned by
an entity that CCL owned 99% of, and was no | onger an operating
conpany with assets or cash flow. Accordingly, the transaction
essentially converted CCL's |oan collateral into an equity
interest in New Servicer and its borrower into a conpany with no
denonstrated ability to repay principal.

The Receiver can find no |egitinmate business explanation for
the extraordinarily conplex formof the restructure. The form of
the restructure did not reveal to CCL clients that the WCC | oans
had little repaynment prospects and the value of the collateral

was severely dim nished.

® WFSG filed a voluntary petition for relief under chapter 11 of

the Bankruptcy Code in the United States Bankruptcy Court for
the District of Delaware on March 3, 1999. W-SG confirmed its
pl an of reorganization on April 12, 1999, and the plan becane

ef fective on June 10, 1999.
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f) Sterling' s Acquisition of the Restructured

WCC Loans

Wil e CCL was negotiating to restructure the WCC | oans, CCL
al so engaged in discussions with Dyer of Oxbow Partners to sel
the Restructured WCC |l oans to Dyer.’ Agreement was reached for a
desi gnee of Dyer to purchase the Restructured WCC Loans. For
reasons not contained in files reviewed by the Receiver, Dyer did
not acquire the Restructured WCC | oans directly, but rather
through Sterling Capital. (Dyer does not have any direct
ownership interest in Sterling.)

On or about February 1, 1999, CCL and Sterling entered into
a Master Loan Purchase Agreenent (the "Purchase Agreenent").
Pursuant to the terns of the Purchase Agreenment, Sterling agreed
to purchase CCL's interest in the Restructured WCC | oans for its
full $160, 000, 000 face value. The purchase price was evi denced

by a nonrecourse prom ssory note in the principal anount of

$160, 000, 000, payable in nonthly installnments of $2,500, 000
t hrough January 25, 2004, when the entire bal ance becane due.
The Loan Purchase Agreenent granted Sterling the ability to
term nate the purchase sinply by giving witten notice at any
tinme after March 31, 1999. In such event, Sterling would have no
further obligations under the Loan Purchase Agreenent.

The interest rate under the Sterling note exactly natched
the then-current interest rate under the Restructured WCC | oans.

The transacti on was scheduled to close on March 25, 1999.

" Oxbow was al ready one of CCL's borrowers. On July 31, 1998,

CCL | ent Oxbow $10, 000,000 to acquire a majority stake in CIM

Pl anni ng.
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Sterling intended to obtain funding for the acquisition from
Oxbow Fund 1I.

Al though Sterling had agreed to purchase the Restructured
WCC | oans, no purchase paynents were due until March 25, 1999.
WCC nade its |ast paynent of interest in Novenber 1998 and, under
the terns of the restructuring agreenent, CCL had agreed to tol
WCC s obligations through the closing of the restructuring.
Thus, the WCC | oans shoul d have gone into paynent default no
| ater than Decenber 1998. In order to avoid declaring a paynent
default, CCL used the remai ning cash coll ateral securing such
| oans to nake the Decenber 1998, and January and February 1999
i nterest paynents due on the WCC | oans.

The March and April 1999 interest paynents under the WCC
| oans shoul d have been covered by Sterling's $2,500,000 nonthly
paynents due under the ternms of the Purchase Agreenent on
March 25, 1999. Sterling, however, never made these paynents and
once again CCL used renmuai ning cash collateral securing the WC
| oans to nmake the March 1999 interest paynent. The sane
ci rcunstances occurred for the April 1999 paynent due under the
WCC | oans. ®

On May 25, 1999, CCL and Sterling entered into a First

Amendnent to Master Loan Purchase Agreenent (the "First

8 The current bal ance of the cash collateral account naintained

at First Security Bank relating to the Restructured WCC Loans
is now $161, 390 as of Septenber 30, 2000. Most of the origina
cash coll ateral was drained through rel easing $19, 282,070 to
WCC in Novenber 1998, funding $7,989,844 in interest and
princi pal paynments on the Restructured WCC | oans from Decenber
1998 t hrough April 1999, and funding $1, 700,099 in | egal and
consul ting expenses incurred from Decenber 1998 t hrough

Sept enber 2000.
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Amendnent"). The First Anendnent reduced Sterling' s nonthly
paynment obligation by alnmpst $1 million to $1,533,333.33. CCL
al so wai ved any rights to recover the March and April 1999
paynents. Sterling, through Oxbow, paid in April by three checks
t he amount of $1, 500, 000, which was applied to replenish the cash
col lateral account.?®

Following the April paynments, Sterling reportedly told CCL
that it would not fund any nore paynents under the Purchase
Agreenent. Thereafter, the parties entered into yet another
anmendnent, the Second Amendnment to Master Loan Purchase Agreenent
dated June 7, 1999 (the "Second Anmendnent"). Under the ternms of
the Second Anmendnent, CCL agreed to allow Sterling to assign
66.66% of its interest in the Purchase Agreenent to Brooks.
Brooks woul d thereafter be responsible to fund approxi mately
$1, 000, 000 per nmonth to CCL on account of the Restructured WCC
| oans.

g) Br ooks and Beacon Acquisition of the

Restructured WCC Loans

Brooks was fornmed to acquire and service (through servicing

agreenents with other conpanies) portfolios of auto | oans and

The Receiver is presently investigati ng Oxbow Partner's source
of funding for the April paynents. Specifically, CCL nade an
addi ti onal advance in the amount of $2,000, 000 to Oxbow
Partners under the CIMIloan in April 1999, which may have been

the source of the paynent.
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furniture/ househol d inventory receivables.® Brooks entered into
a Master Loan and Security Agreenent with CCL on June 4, 1999,
providing for a loan of up to $50 nillion. The proceeds of the
| oan were to be used to purchase or payoff existing first lien
interests in approved credit card, auto |oan and
furniture/ household inventory receivables, as well as to acquire
a specific portion up to $108 mllion of Sterling's position in
the Restructured WCC Loans. Brooks was to be advanced 90% of the
conmput ed "val ue" of the pools of installnment contracts. The
val ue was generally cal culated as the present val ue of the total
expected cash flow fromthe | oan pools. The interest rate
charged on the Brooks | oans was prinme plus 3%

CCL nmade | oans to Brooks totaling $38.1 million between June
1999 and Decenber 1999, explained in detail at Exhibit "E." Sone
of the proceeds of the advances were used to acquire pools of
sub-prinme auto | oans and furniture/household inventory
recei vables ($20.0 million). The remnaining proceeds were

distributed as foll ows:

to Brooks ($4.9 mllion);

19 creditmart was the predecessor to Brooks. Creditmart entered
into a Master Loan and Security Agreenent with CCL on May 15,
1998 providing for a loan of up to $50 million. From May 1998
t hrough March 1999, CCL | oaned Creditmart $17, 246, 000, of which
$8, 328, 749 was outstandi ng as of Septenber 21, 2000. The
proceeds of the | oan were used to purchase pools of auto | oan
recei vabl es, which secured the loan along with a pl edge of
stock of FAFCO Creditmart was to be advanced 80% of the
comput ed "val ue" of the pools of installnent contracts, |ess
than the "normal" 90% advance rate subsequently provided to
Brooks and Beacon. The value was cal cul ated as the net present
val ue expected cash flow over the life of the auto | oans. The
interest rate charged on the Creditmart | oans was prinme plus
3.75% This Master Loan and Security Agreenent was term nated
in June 1999 as Brooks entered into its | oan agreenment with

CCL.
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to CCL in order to acquire a portion of Sterling's

purchase of the Restructured WCC | oans ($7.4 mllion),

whi ch funds were described by CCL to client as interest
paynments on the sold Restructured WCC | oans;

to Oxbow Fund B ($4.5 nmillion) and to First Security Bank
($1.2 million) to fund the 15% cash collateral on the new
Brooks | oan; and

to other parties for transaction costs ($.1 nmllion).

The Brooks | oans are secured by first priority liens in the
auto and inventory receivable pools purchased with the | oan
proceeds and by a Put and Call Agreenent dated July 7, 1999,
bet ween Brooks and VIS. The Put and Call Agreenent provides that
Brooks may, upon default on the Master Loan Agreenment with CCL,
require VIS to purchase the entire nenbership interests of Brooks
for $4.5 mllion. In an anmendnment to the Put and Call Agreenent
dated October 1, 1999, Broward Truck & Equi pnent Co., Inc. and
Pal m Beach Trucking Co., Inc. joined VIS as parties and the put
price of Brooks' nenbership interests was revised to
$8.7 mllion. Broward Truck & Equi prment Co., Inc. and Pal m Beach
Truck Co., Inc. are comrercial truck deal ershi ps owned by John R
Scopetta and Robert Dollar that obtained a $1.7 mllion revol ving
l'ine of credit on Decenber 31, 1999, from Beacon in relation to
the inclusion of the deal erships as parties to the Put and Cal
Agreenent securing the Brooks | oans.

Once the maxi mum borrowi ng anount by Brooks was reached,
Beacon entered into a simlar Master Loan and Security Agreenent
with CCL on January 3, 2000. CCL agreed to a |loan to Beacon up

to $50 mllion. The proceeds of the |oan were to be used to
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purchase or pay off existing first lien interests in approved

fi nanci ng agreenents, notes, |loans or |ease receivables. This
Master Loan and Security Agreenent was anended on February 9,
2000, to express that Beacon had no obligation to purchase or
acquire any interest in the Restructured WCC | oans and that a
deci sion to purchase such an interest was not a condition to CCL
maki ng any advances to Beacon under the Master Loan and Security
Agr eenent .

CCL nade advances to Beacon totaling $43.6 million between
January 2000 and August 2000, explained in detail at Exhibit "E, "
and as of the Appointnment Date, was preparing to fund an
addi ti onal $1,020,000. The proceeds of the advances were
di stributed as foll ows:

to certain bank accounts for FAFCO and other parties in
order to acquire sub-prinme auto, furniture and credit card

| oans ($23.7 mllion);

to Beacon ($3.3 mllion);

to CCL in order to acquire a portion of Sterling's

interest in the Restructured WCC | oans and as a hol dback
($10.2 million) which funds were described by CCL to
clients as the paynent of interest on those sanme | oans;
to Oxbow Fund B ($5.0 nmillion) and to First Security Bank
($1.3 million) to fund the 15% cash coll ateral
requirenment; and
to other parties for transaction costs ($.1 nmllion).
These | oans are secured by first priority liens in the auto,
credit card and inventory receivabl e pools purchased with the

| oan proceeds and by a Put and Call Agreenment dated June 15,
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2000, between Beacon and PNB Hol dings, Inc., a real estate
conpany. The PNB Put and Call Agreenent provides that Beacon
may, upon default on the Master Loan Agreenent with CCL, require
PNB to purchase the entire nenbership interests of Beacon for
$2.8 mllion.

As of Septenber 21, 2000, the outstanding anobunts of these

related | oans and their respective cash collateral are as

foll ows:
Loans Bal ance Col | at er al

Sterling/ Restructured WCC $156, 985, 137 $161, 390
at First Security Bank;
and Restructured WCC | oan
col | at eral

Br ooks 31,177,274 $1, 322, 130
at First Security Bank;
$4, 483, 700
in Oxbow Fund B; and the
pur chased | oan pool
collateral *

Beacon 40, 328, 494 $1, 265, 472
at First Security Bank;
$5, 030, 000

in Oxbow Fund B; and the

pur chased | oan pool

col | ateral 12

The cash coll ateral for the Beacon and Brooks | oans were

pl aced in Oxbow Fund B. According to the Amendnent to
Subscri ption Agreenent dated January 6, 2000, Beacon has the
right to "put” 100% of its equity ownership in the Oxbow Fund B
to the Oxbow Fund B or any and all of the existing or future
funds managed by Oxbow Partners or any of its affiliated entities

at its sole discretion. The "put" is to be paid in an anount

11 value to be determned by audit.

Val ue to be deternmined by audit.
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equal to the total original investnent within 30 days. Brooks
has a simlar agreenent in its loan files dated July 30, 1999.

According to a letter from Dyer dated June 9, 2000, Brooks
i nvestment in Oxbow Fund B at that point in time was $4, 105, 700
with an estimted val ue of $5,315,249. Similarly, according to
anot her letter fromDyer dated June 9, 2000, Beacon's investnent
in Oxbow Fund B at that point in tinme was $3, 445,000 with an
estimated val ue of $4, 306, 249.

6. Private-Equity I nvestnents: A-Fem

Avai |l abl e information indicates that CCL initially invested
for clients in the common stock of ATHENA Medi cal Corporation
while it was privately held. The ATHENA Medi cal Corporation
stock was then converted to series A preferred convertible stock
and warrants in A-Fem begi nning on August 31, 1998. The warrants
beconme exercisable two years after the date i ssued and expire 10
years after the date issued. Shares of preferred stock are
convertible into shares of A-Fem common stock on a one-for-one
basi s, subject to adjustment under certain circunstances to
prevent dilution.

Prior to August 31, 1998, CCL paid $8, 296,857 to A-Femto
pur chase 4, 316, 405 preferred shares of A-Fem and 50, 000 warrants
wWith a stated exercise price of $4.25. CCL paid $1, 248,000 on
August 31, 1998, to purchase 650,000 preferred shares and 130, 000
warrants with a stated exercise price of $1.92. No warrants have
been exercised to date.

In a neno dated July 22, 1998, Jeffrey Grayson indicates
that he told Stephen Frankel, A Femis President, that CCL was not

in a position to invest any nore noney in A-Fem As of that
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date, CCL had already funded $8, 296,857. Neverthel ess, an
addi ti onal $6, 097,403 was funded by CCL through fifteen separate
installments starting on August 31, 1998, and endi ng on

Sept enber 21, 2000. On these funding dates, the closing market
prices of the A-Fem comon stock ranged from $.938 to $2.25 per
share.

As of the Appointnment Date, CCL had purchased 47.5% or
8,696, 147 shares, of A-Fem s total outstanding preferred stock
and exerci sabl e warrants.

The Receiver's initial review indicates that CCL may have
charged managenent fees on inflated val ues of A-Fenm s preferred
stock. CCL valued the A-Fempreferred stock for fee calculation
pur poses using the closing market price of A Fenmis commobn st ock,
i gnoring appropriate discounts related to valuation of restricted
preferred shares.

Goi ng concern opinions for A-Fem were issued by independent
auditors for the years ended Decenber 31, 1998 and 1999. The
financial statenents indicate that A Fem experienced significant
operating | osses during the years ended Decenber 31, 1997, 1998,
and 1999, and continued to incur |osses and experience financial
deterioration in 2000. Further, A Fem has never generated
significant revenues fromoperations. The financial statenents
al so indicate that A-Fem managenent may be required to curtail A
Fem s activities and A-Fem may be forced to cease operations if
the conpany is unable to obtain adequate additional financing.

Avail able informati on indicates that Janes E. Reinnmuth, A
Fem s Chairnman and Director, was also at one tinme a nenber of

CCL's advisory board. In addition, M. Reinnmuth is a guarantor
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on a $3.5 mllion loan originated by CCL in the nane of Watershed
Hol di ngs and a co-borrower on another $1.2 nillion |oan
originated by CCL in the nane of Schott/Rei nmut h.

An A- Fem press rel ease dated July 1, 1999, indicates that A
Fem had entered into a letter of intent for a private placenent
of $10 million in equity with Oxbow Partners to be conpl eted over
t he next nine nonths.

7. Real Estate Equity Interests

The marketing materials prepared by CCL inply that real
estate equity investnents were selected for the benefit of
clients' portfolios for either current inconme or future nmarket
val ue appreciation. It is the Receiver's understandi ng, however,
that CCL never specifically purchased real estate equity
investnents for its clients. The current real estate equity
interests held by CCL result fromloans converted to equity
t hrough | oan restructurings or frompost default deeds in |lieu of
forecl osure.

According to CCL records, as of Septenber 21, 2000, the real
estate equity interests had a cost of $65,903,262 and a cl ai ned
mar ket val ue of $52,393,428. The two nmajor real estate equities
in CCL's Private Investnents portfolio are Legends and SCREH
Bot h have a market value significantly less than their investnent
cost.

a) Legends

The Legends project started as a $16.4 nillion construction
| oan for the devel opnent of Portland senior |uxury condom ni uns.
An additional $1.1 million of client funds were advanced by CCL

to cover losses. No take-out financing was in place to repl ace
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the construction | oan upon conpletion, although at |east one CCL
client clainms that take-out financing was m srepresented to be in
place. Thirty units were sold, but the project failed and the
remai ni ng 50 unsold units were obtained by CCL through a deed in
lieu of foreclosure. No units have been sold for a year prior to
the Appointnent Date, and it is estinated that the bulk sale

val ue of the project is $5 to 7 million--a | oss of about 50%

b)  SCREH

The other mmjor real estate equity investnent is SCREH
SCREH was fornmed on May 26, 1995, by CCL on behalf of its clients
through a limted liability conpany agreenent with den G odum
(president and CEO of Smith's Hone Furnishings), Frank Piacentini
and Wayne Renbold. SCREH was formed in an effort to restructure
Sm th Home Furnishings' debt to CCL. CCL contributed its
exi sting debt of $6.4 mllion and an additional $5 mllion in
cash. The other three nenbers contributed the seven real estate
properties in which Smith's Honme Furnishings was a tenant.

Smth's Honme Furnishings filed for bankruptcy on August 22,
1995, less than three nonths after the restructure. Due to the
cl osure of Smth's Hone Furnishings by m d-Cctober 1995, the
properties were |l eft vacant. These retail spaces have been
difficult to | ease.

As of the Appointnment Date, one of the retail properties
included in SCREH has been sold and the other six are still owned
and managed by CCL. Three of these properties are fully
occupi ed; the rest have substantial vacancies, with current
occupancy rates as |low as 47% at one site. As of the Appointnment
Date, the portfolio appraisal for the remaining SCREH properties
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indicates a cost of $26.1 million and a market val ue of
$12.5 million, representing a | oss on investnment exceedi ng 50%

VII. EQU TABLE ALLOCATI ON OF ASSETS AND LOSSES

A. Rel evance of Possi ble M srepresentations

Whet her CCL nmade nmisrepresentations regarding the quality
and type of the Private Investnents it offered to its clients is
rel evant to an eventual Court determ nation of how assets and
| osses shoul d be distributed.

B. CCL Control Over Investnent Selection

Under the typical | AA CCL was given conplete discretion to
sel ect investnents, subject only to broad diversification
paranmeters. For exanple, under one 1AA for "Client A" CCL was
free to invest the client's noney, including switching it from
i nvestment to investnment, however and whenever CCL desired, so
long as it adhered to the follow ng diversification paraneters:

no nore than 40%in conmon stocks

no nore than 20% i n corporate bonds

no nore than 20%in fixed incone instrunents

no nore than 17%in real estate equity investnents
no nore than 45%in real estate nortgages

no nore than 15%in private placenents

no nore than 10%in cash and cash equival ents

Thus, under this IAA, CCL could allocate up to 77% of C i ent
A's noney to Private Investnents and only 23%to Public
I nvestnents and cash. Alternatively, CCL could allocate 90% of
Client A's noney to Public Investnents and cash, and only 10%to

Private I nvestnents. As discussed previously, CCL favored
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Private I nvestnents because it could earn a higher managenent
f ee.

Even so, the Receiver's investigation has reveal ed that
clients were not treated the sane by CCL. Certain clients were
nore heavily invested in Private Investnents than other clients
with simlar | AAdiversification paraneters.

C. I nconsi stent Conpliance Wth | AA Al l ocation

Not only did CCL have virtually unfettered discretion to
select investnents for its clients, but it appears that in
certain instances CCL violated the diversification paraneters.
For exanple, under Client B's | AA, CCL could allocate up to 55%
of its assets to Private Investnments. However, as of the
Appoi ntment Date, over 95% of that client's assets were held in
Private I nvestnents.

D. Non- Uni form Losses from Private | nvestnents

Not all of CCL's Private Investnments generated the sane
returns (or |osses). Thus, depending on what CCL had chosen as
an investment for any particular client, different clients with
simlar IAA's have suffered significantly different |osses. For
exanple, CCL's investnment in the WCC/ Sterling notes will likely
turn out to be worth very little. An investnent in a real estate
secured | oan, even if in default, may yield a sonewhat better
return, provided that the real property has sone significant
value. At the other end of the spectrum certain |oans were
fully perform ng and have actually been paid in full, such as the
Oregon Power | oan which recently paid off on a principal bal ance

of $1.8 milli on.
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To a large extent, it was the luck of the draw whether one
client's funds were invested in a WCC note that turned out to be
worth [ittle or nothing, versus an Oregon Power |oan which was

paid off in full.
E. Equi t abl e Loss and Dividend Distribution

Based on his investigation to date, the Receiver has
concl uded that CCL had wi de-ranging and total control over the
i nvestment selection for clients. CCL did not uniformy conply
with | AA diversification paraneters for all clients. CCL clients
are not all invested in the same Private I nvestnents and the
various Private Investnents will Iikely have a wi de range of
| osses. Therefore, the Receiver is evaluating whether or not it
woul d be equitable to distribute assets to clients in strict
conformty with the record investnent allocation according to
CCL's files as of the Appointnment Date. Alternative equitable
di stribution approaches are bei ng exam ned. The Receiver intends
to request the Court to approve a distribution approach after the
Recei ver's exam nation is conpl et ed.

The Receiver, granted the full powers of an equity receiver
and directed to take such steps as may be necessary to protect
the investors' interests, may consider the interests of CCL's
clients as a group in evaluating distribution approaches. Any
di stribution plan nust be equitable and fair, and treat simlarly

situated investors simlarly. Securities and Exchange Commi ssi on

v. Elliot, 953 F.2d 1560, 1570 (11th Gr. 1992) rev'd. in part on
ot her grounds, 998 F. 2d 922 (11th Cr. 1993).
Wth very few exceptions, CCL's clients vested w de

di scretion and control in CCL to select investnents. As a
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result, the makeup of any particular client's portfolio as of the
Appoi ntnent Date was largely a matter of chance. It is clear
fromthe Receiver's investigation to date, however, that CCL's
total assets will be insufficient to make all clients whole.
Where the struggle over receivership assets is between equally

i nnocent parties and those assets were obtained or retained by
fraudul ent conduct, "tracing should not and will not apply" or

control. US. v. Real Property, 89 F. 3d 551, 553 (9th Gir

1996). See also U.S. v. Durham 86 F.3d 70, 73 (6th G r. 1996)

(al though particular claimnt would be permtted to trace funds
and i npose a constructive trust under state law, district court
refused to permt tracing because fraud victinms were in equal

positions and should be treated as such.); Comodity Futures

Trading Commission v. Richwell Int'l. Ltd., 163 B.R 161 (N.D.

Cal. 1994) (Court approves pro rata distribution plan based on
account bal ances which do take into account profits and | osses
made by investors because conpany had detail ed accounting records
whi ch made it possible to segregate customer accounts.)

Even where the pre-receivership operations are not
fraudul ent, courts have refused to allow tracing of assets where
to do so would pronote unequal treatnment of simlarly situated

creditors. Torres v. Eastlick (In re North Arerican Coin &

Currency, Ltd.), 767 F.2d 1573, 1579 (9th Cr. 1985) anended by

order, 774 F.2d 1390 (1985) cert. denied 475 U.S. 1083 (1986)

(I'n the bankruptcy context, tracing gives way to ratable

di stribution where "we fail to discern the equitable principle
that requires us to protect the plaintiffs' investnents fully, at

the expense of these other creditors.")
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The Legends condom ni um proj ect provides one exanple of why
it may be inequitable to sinply distribute a particul ar
investnment to its "record beneficial owners.” The Legends
started as a construction | oan secured by a first trust deed in
real estate. Four clients' funds were selected by CCL to nake
the loan. Over $17.5 nmillion of these clients' funds were
i nvested, sonme without clients' know edge or consent.

Eventual ly, the loan fell into default and CCL took title to the

property via a deed in lieu of foreclosure.

As of the Appointnment Date, CCL had invested $4.9 mllion
and $4.8 nmillion for two clients in the Legends loan, "Client C'
and "Client D' respectively. Cdient C was invested for 28% and

Client D was invested for 27% of the total advanced. It has been
estimated that the net sale price for this asset could be in the
range of $5 - $7 million. Cients Cand D could receive

di stributions fromthe net sal es proceeds according to the
respecti ve percentage Legends investnents CCL put themin.
However, in light of CCL's use of these clients' funds for other
investnments, a strict pro rata distribution of the sal e proceeds

fromthis particular asset nmay not be equitable, even as to one

anot her.
As of the Appointnent Date, investnents made by CCL on
behalf of Clients C and D were all ocated as foll ows:
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Legends | Tot al Tot al | AA
Private Public/ Cash | Di versification
to Private

| nvest nent
Client C $4.9 $88. 9 $4.2 £ 55%
Client D $4.8 $63.0 $64.5 £ 77%

If Cient C (28% and Cient D (27% received their
percent age shares of the estimated $5 nmillion net sales price,
t hey woul d receive dividends of $1.4 and $1.35 nillion,
respectively. Previously, these clients, along with all other

clients, obtained release of all Public Investments. Cdient C

received $4.2 million in Public Investnents, and dient D
received $64.5 mllion in Public |Investnents. Thus, after a
percentage distribution per GCL's records of the Legends

proceeds, Client C would have received a total distribution of

$5.6 mllion against its total funds invested of $93.1 mllion,
or 6 cents on the dollar. In contrast, Cient Db with its
$1.35 mllion Legends distribution and its prior $64.5 mllion

Public Investnment distribution, would have received a total
di vidend of $65.85 mllion against a total investnment of
$132.5 mllion, or 49.7 cents on the dollar.

On its face, a total dividend of 6%to one investor and
49. 7% to anot her appears inequitable, especially when CCL had
conpar abl e i nvest nent di screti on under each of their |AAs, and
CCL violated the diversification paraneters for Cient C
Furt her, because the Receiver has released the Public |Investnents

wi t hout any equitable reallocation or adjustnment, the Receiver
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must be careful not to overpay dividends fromthe |iquidation of
Private Investnents in order to minimze the need to seek
di sgorgenent of funds fromclients.

Thus, after further investigation and analysis, the Receiver
will propose a plan to equitably distribute the proceeds fromthe
iquidation of the Private Investnents portfolio. That proposa
may be a strict investnent-by-investnent approach based on CCL
records of beneficial interest, or it may be based on a pooling-
of -1 osses approach. Until it is determ ned by the Court how
| osses and assets should be equitably distributed, the Receiver

has declined, at least for the tine being, to sinply turnover

Private I nvestnents to clients with record i nterests.

VI, CONTI NU NG | NQUI RY AND ACTI VI TY
The Receiver is continuing his investigation in
contenpl ation of submtting future reports and to seeking Court

authority to undertake certain actions. He plans to do the

fol | ow ng:

1. Finalize analysis of the private-loan portfolio and
obtain a valuation thereof. Initiate efforts to package and,
subject to Court approval, sell the private | oan portfolio.

2. Audit the | oan pools pledged as collateral for the
private-debt investnents.

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

4. Repl ace CCL as asset manager on all real estate
properties.

5. Subj ect to Court approval, market and sell CCL's office

bui | di ng and ot her tangi bl e assets.
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6. Anal yze and, where appropriate, subject to Court
approval, pursue causes of action against third parties who
contributed to client |osses.

7. Establi sh a secure docunent repository for CCL's
extensi ve docunents and files. Provide |ong-termaccess to
parties involved in litigation.

8. As appropriate, segregate and |i qui date individua
def endant's assets and determ ne whether to seek inclusion of the
personal assets of defendants within the receivership estate.

9. Reconmmend 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.

Dated this __ day of Novenber 2000

ALLEN MATKI NS LECK GAMBLE &
MALLORY LLP

By:

David L. Gsi as,

CA Bar No. 91287

Tel ephone: (619) 233-1155
Attorneys for Receiver

Thomas F. Lennon

Page 72 -Anended 1st Interim Report of
Recei ver

524778. 05/ SC




