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

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

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

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

submits this Eighth Interim Report.  The Receiver has previously filed seven interim reports, 

Docket Nos. 30, 53, 77, 167, 386, 581 and 618.  The Receiver's Seventh Interim Report was filed 

on October 18, 2013, covering the period from July 1, 2013 through September 30, 2013.  This 

Eighth Interim Report covers the Receiver's activities during the three-month period from 

October 1, 2013 through December 31, 2013, and also provides inception-to-date accounting 

information. 

I. EXECUTIVE SUMMARY 

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

the cash in the receivership estate increased by $4,668,295.51 to $20,655,843.25.  Significant 

progress was made in resolving non-performing loans and marketing real estate taken back 

through foreclosure ("REOs").  The loans are all being properly serviced and collection efforts on 

problem loans have been successful.  The specific actions taken on various troubled loans are set 

forth in detail below. 

The Receiver also reviewed and analyzed claims from members and other creditors.  The 

deadline to submit claims to the Receiver was May 10, 2013.  Reconciliation of claims has been 

completed and the Receiver filed his Claims Motion and Distribution Plan Motion, including a 

request for Court approval to make an interim distribution to investors.  These matters will be 

heard by the Court on February 14, 2014.   

Now that the Court has determined the Receivership Entities and Mr. Feathers violated 

securities laws, the Receiver recommends the loan portfolios, license, and other assets of the 

Receivership Entities be converted to cash and prepared for future distribution to investors.  The 

Receiver has held discussions with the U. S. Small Business Administration ("SBA") relative to 

the SBA's contingent claim for approximately $24 million ("SBA Claim") and a potential sale of 

the SBA lending license and the Receivership Entities' loan portfolios.  The Receiver has 
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requested that resolution of the SBA Claim be deferred until such time as a sale is confirmed by 

the Court and, in the meantime, an initial distribution be made to investors.  The SBA objects and 

contends the Receiver may have personal liability if he makes distributions to investors without 

first paying the SBA Claim.  The Receiver is therefore engaged in further discussions with the 

SBA with the goal of reaching a consensual resolution that allows the Receiver to make interim 

distributions to investors in the near future.   

The Receiver has received significant unsolicited interest in the Receivership Entities' 

lending license and loan portfolios.  The Receiver has developed proposed sale procedures for 

consideration by the Court consistent with the SBA’s requirements and expects to file a motion for 

approval of those procedures in the next few days.  

Unfortunately, the Receiver was again required to spend time and resources during the 

fourth quarter addressing spurious motions and actions taken by Mr. Feathers.  Mr. Feathers' 

frequent communications with investors continue to cause alarm and confusion.  The Receiver has 

worked hard to limit the costs of responding to Mr. Feathers' actions.  Nevertheless, certain 

additional fees and costs were necessarily incurred in correcting Mr. Feathers' misstatements to 

investors and preventing further interference with the Receiver's performance of his Court-ordered 

duties. 

II. SUMMARY OF RECEIVER'S ACTIVITIES 

A. Operations and Accounting 

1. Post-Receivership Receipts and Disbursements 

Exhibit A provides cash basis financial statements through December 31, 2013, and 

includes a Profit and Loss Statement, Balance Sheet, and a redacted General Ledger for October, 

November, and December 2013.  The total gross receipts to the estate during the three-month 

period were $13,361,712.21, comprised of loan interest income of $309,542.22, loan servicing 

income of $367,874.65, rental income of $3,500, Coast Capital revenue of $15,873.10, late fees of 

$571.52, proceeds from asset sales of $532,005.19, bank interest income of $1,827.93, loan 

payments from borrowers in the amount of $7,897,323.28, and loan principal repayments of 

$4,233,194.41. 

Case5:12-cv-03237-EJD   Document689   Filed01/30/14   Page4 of 38



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

 

814592.01/SD 
 -3- 
 

LAW OFFICES 

Allen Matkins Leck Gamble
Mallory & Natsis LLP 

Total disbursements during the quarter were $8,693,416.70, comprised of payments to 

lending participants of $7,976,655.01, Court-approved Receiver’s fees of $405,096.86, Court-

approved fees and expenses of the Receiver’s counsel of $270,811.37, operating expenses of 

$28,571.18, and funds advanced to borrowers of $12,282.28.  The Profit and Loss statement in 

Exhibit A provides a summary of all operating expenses and costs of administration. For the three-

month period, the cash in the receivership estate increased by $4,668,295.51, and the Receiver was 

holding cash in the total amount of $20,655,843.25 as of December 31, 2013. 

Since the inception of the receivership through December 31, 2013, the total gross receipts 

are $35,824,711.88, comprised of cash on hand at the time of the Receiver’s appointment of 

$10,249,494.45, loan interest income of $1,902,038.62, loan servicing income of $1,912,562, loan 

payments from borrowers in the amount of $12,686,848.89, loan principal repayments of 

$7,645,117.57, rental income of $50,830, Coast Capital revenue of $60,985.25, late fees of 

$21,635.74, refunds of $44,996.54, proceeds from asset sales of $1,242,838.22, and bank interest 

income of $7,364.60.   

Since the inception of the receivership through December 31, 2013, the total disbursements 

were $15,168,868.63, comprised of payments to lending participants of $12,668,383.48, operating 

expenses of $856,427.30, Receiver’s fees of $700,211.25, Receiver’s counsel’s fees and expenses 

of $444,458, payments on the Natoma REO mortgage of $400,140.04, Defendant’s living 

expenses of $30,000, and loan funding and advances of $69,248.56.  

2. Receiver and Professional Fees and Costs 

For the quarter ending December 31, 2013, the Receiver’s fees were $187,813, or 1.4% of 

the gross receipts to the receivership estate.  Broken down by month,  October fees were $87,099, 

November fees were $53,604, and December fees were $47,350.  The Receiver’s fees increased 

from the prior quarter due primarily to the Receiver’s reconciliation of claims and filing of claims 

objections, preparation of a plan of distribution and a motion for authority to make an interim 

distribution to investors, and discussions with the SBA concerning the SBA Claim and procedures 

for the sale of the SBA license and 7(a) loans.  Inception to date through December 31, 2013, the 
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Receiver incurred fees of $1,305,328.50, or 3.6% of the gross receipts for the 18-month duration 

of the receivership. 

Allen Matkins’ fees and costs for the quarter were approximately $127,000 or 0.9% of the 

gross receipts to the receivership estate.  Inception to date, Allen Matkins’ incurred fees of 

$854,246.03, or 2.4 % of the gross receipts.   

To date, $1,144,669.25 has been paid in Court-approved professional fees and costs to the 

Receiver and his counsel, representing 3.2% of gross receipts.  The Receiver's unpaid fees through 

December 31, 2013 are approximately $605,117.25 and Allen Matkins' unpaid fees and expenses 

are approximately $426,025.65.  The total unpaid professional fees are therefore approximately 

$1,031,142.90.   

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

the appointment of the Receiver, the operating expenses of the Receivership Entities were 

$290,000 per month.  This resulted in a cash shortfall of $490,000 per month.  As discussed 

above, the cash flow is now stabilized and the cash balance has increased by $10.4 million since 

the Receiver’s appointment.  In the fourth quarter, the operating expenses were only 

approximately $9,500 per month, a decline of 65% from the third quarter, which followed a 45% 

decline from the second quarter.  The Receiver’s fees associated with operating the companies, as 

well as for administering the Receivership Estate, were approximately $62,600 per month in the 

fourth quarter, 78% less than the Receivership Entities spent prior to the Receiver's appointment.   

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

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

$15.546 million.  Portions of the majority of the loans have been sold to unrelated parties, with the 

remaining portion held by the Receivership Entities.  All REO properties formerly held by the 

Receivership Entities have been sold pursuant to the Court's order authorizing such sales. 

(a) Impaired Loans 

The Receiver has aggressively enforced the rights of the lender and significant progress 

has been made in collecting and resolving problem loans.  There are 11 loans on the watch list -- 
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six 7(a) loans, three 504 loans, and two non-SBA loans.  The Receiver is pleased to report only 

one of the watch list loans is in monetary default and not making payments.   

(i) 7(a) Loans Watch List 

Van Arsdale-Harris Lumber:  The Receiver collected $1,931,448.02 in full payment of the 

loan.  SBC LLC, a subsidiary of IPF, owned 10% of the loan.  This is an SBA 7(a) loan.  This 

borrower had typically been 30 to 60 days late.  

Peninsula Air Conditioning, Inc.:  The Receiver collected $838,876.01 in full payment of 

the loan.  SBC LLC owned 10% of the loan.  This is also an SBA 7A loan.  As explained in 

previous reports, beginning on August 1, 2012, the loan became fully amortized and the payment 

amount nearly tripled to $9,005.   The loan had been in default since August 2012.  The Receiver 

recorded a Notice of Default on January 4, 2013.  On April 8, 2013, the Receiver and the 

guarantors executed a Forbearance, Reservation of Rights and Release Agreement under which the 

Receiver agreed to forbear from enforcing existing defaults until August 1, 2013, in exchange for 

additional collateral in the form of a deed of trust on the guarantor’s personal residence, which the 

guarantor agreed to sell.  The sale closed on January 8, 2014, and the loan was paid in full, 

including all enforcement costs.   

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

balance for this loan is $1,766,245.64.  This is an SBA 7(a) loan secured by a first trust deed on 

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

unit investor property located at 17616 Sherman Way, Van Nuys, California.  SBC LLC owns 

10% of this loan.  The borrower is current on loan payments, but had been delinquent on the 

second installment of 2012/2013 property taxes, which has now been paid.   However, the 

December 2013 loan payment has not been made.  The business does not appear to be profitable, 

sales are declining, and there is some deferred maintenance at the property.  The borrower 

submitted his financial statements which indicate revenue and profits are declining and expenses 

have been cut.  It appears the business may be over-leveraged and the borrower may need to sell it 

at a loss.  The loan, however, is still well collateralized by the second trust deed on the Van Nuys 

property, so the Receiver does not expect a loss of principal.  The Receiver anticipates more time 
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may be incurred in servicing and potentially restructuring the loan and will continue to monitor it 

closely. 

Bragato Paving Company:  The unpaid principal balance for this loan is $1,775,371.41.  

This is an SBA 7(a) loan secured by a first trust deed on property located at 500 – 506 Bragato 

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

Avenue, San Carlos, California.  SBC LLC owns 10% of this loan.  This loan was 30 days late, 

but is now current.  The borrower is significantly delinquent on property taxes.  The Receiver 

continues to monitor the borrower to ensure he is working on a repayment plan for the property 

taxes with the county, but little progress appears to have been made. 

8098 Professional Building, Ltd.:  The principal balance on this loan is $1,554,899.35.  

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

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

building, along with several other medical tenants.  At the time of the last report, the borrower was 

behind on June and July payments.  While the borrowers have been chronically late, they have 

typically brought their account current by the end of the month.  The property taxes are in default, 

but the borrower now has an approved repayment plan with the county.   

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

$416,135.58.  This loan is secured by a first mortgage on property located at 740 Kevin Court, 

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

SBC LLC owns 25% of this loan.  The borrower had been behind on payments, but is now current, 

including late fees. 

Meyers Castle:  This is an addition to the watch list.  There are two loans with unpaid 

balances of $1,578,973.52 and $1,148,161.04 each, which are cross-collateralized and cross-

defaulted.  SBC LLC owns 24% of these loans.  The borrower has not made the January 2014 

payment.  The property taxes are also delinquent.  The Receiver has given the borrowers notice of 

the default and demand for correction.  The borrower has stated it will make the January payment 

on or before January 31.  The Receiver is closely monitoring the payments and will proceed with a 
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foreclosure if necessary.  The Receiver notes the collateral is in Indiana, a judicial foreclosure 

state. 

(ii) 504 Loans Watch List 

Decorative Paving:  The principal balance on this loan is $392,942.68.  This is an SBA 504 

loan originated by SPF.  This borrower continues to make monthly payments, but has typically 

been one month behind.  The account is now current.  The borrower is also significantly 

delinquent on property taxes and the Receiver has suggested the borrower enter into a payment 

plan with the county.  Based on the appraisal done at the time the loan was originated, the loan-to-

value ratio is 50%, so no loss of principal is expected.   

White Walls:  The principal balance on this loan is $700,949.06.  This is an SBA 504 loan 

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

the remaining 15% was transferred to SPF.  The loan is secured by a first trust deed on property 

located at 882-886 Geary Street in San Francisco, California.  The loan was used for the purchase 

of an art gallery.  While the loan payments were current, the insurance had lapsed, and SPF force 

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

placed insurance was cancelled.  The borrower was also delinquent on the second installment of 

2012/2013 property taxes, but these were paid in October 2013.  Based on the appraisal done at 

the time the loan was originated, the loan-to-value ratio was 50%.  Since then, property values in 

downtown San Francisco have generally improved, so no loss of principal is anticipated.  

3 AM, LLC:  The principal balance on this loan is $3,716,025.00.  This is an SBA 504 loan 

purchased by SCMF from an unrelated party.  Subsequently, 85% of the loan was pooled and sold 

to another unrelated party.  The loan is secured by a first trust deed on a hotel property located at 

8850 Hampton Mall Drive North, Capitol Heights, Maryland, as well as a UCC-1 security interest 

in the furniture and fixtures at the hotel.  The borrower had been delinquent since the April 2013 

loan payment and a default letter was sent on July 1, 2013.  The Receiver hired local counsel in 

Maryland and initiated a foreclosure proceeding and the borrower brought the account current, and 

stayed current for a few months.  The December and January payments have not been made, 

however, and the Receiver has resumed collection efforts.   
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(iii) Non-SBA Loans Watch List 

Kallapa Rampur:  The unpaid principal balance on this loan is $2,231,193.60.  The 

collateral is a gas station located at 4500 Park Boulevard in Oakland, California.  This loan has 

been in default since July 10, 2012, and matured on June 20, 3013.  Prior to the Receiver's 

appointment, the Receivership Entities had reduced the interest rate to 5% and agreed to accept 

$3,500 per week, although payments were inconsistent, with many weeks skipped and 17 bounced 

checks reflected in the Receivership Entities' payment ledger.   

The Receiver temporarily agreed to accept weekly payments of $3,850 made by automatic 

debit from the borrower's bank account.  These payments cover the 5% interest and a small 

amount of principal.  All weekly payments were made as agreed until June 20, 2013, when the 

property suffered extensive damage in an ATM robbery which caused the business to shut down 

for three months.  The Receiver worked with the borrower and the borrower’s insurance carrier to 

ensure all work to restore the property was completed in a timely manner.  The work was 

completed in September and the gas station reopened.  Since then, all weekly payments of $3,850 

have been made.  The property taxes are delinquent, however.   

The Receiver has obtained recent financial statements and is considering a modification of 

the loan which would include an extension of the maturity date.  The Receiver also obtained a 

Phase 2 environmental survey and an appraisal for purposes of evaluating a foreclosure action in 

the event a suitable restructuring cannot be completed.   

Dunn/Pajaro Street, Inc.:  The principal balance on this loan is currently $24,000.  Despite 

the fact the borrower had no means to repay, this unsecured interest-only loan of $30,000 was 

purchased by SPF from another lender on June 21, 2012, three months before it was scheduled to 

mature.  The Receiver extended the term to March 31, 2013, and then to June 30, 2013, and 

required $500 monthly principal reductions as part of each extension.  The borrower is current on 

all loan payments.  In July 2013, the Receiver agreed to further extend the term of the loan to 

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

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

process of refinancing the property and had been expected to pay off the loan in October 2013.  
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(b) Real Estate Owned 

All real estate owned by the Receivership Entities has been sold and converted to cash.   

B. Tax Returns 

With the forensic accounting work completed, the Receiver provided his accounting 

database to the tax accountants to prepare the 2012 tax returns for the Receivership Entities and 

member K-1s.  The Receiver filed the returns and issued the K-1s to members on August 27, 

2013.  The Receiver is now preparing the 2012 returns for the manager, SBCC.   

C. Analysis of Loans 

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

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

Loan 
Summary IPF SBC LLC SPF 

Sen. Comm. 
Mortgage Total 

7(a) SBA Loans 
# of loans               -    39               -                   -    39 
$ value               -    6,348,519               -                   -    6,348,519 

504 SBA Loans 

# of loans 1 
 

4 10 15 
$ value 1,054,961 3,130,751 2,740,627 6,926,339 

Non-SBA loans 
# of loans 1 2                 -  3 
$ value 2,210,254 60,930                 -   2,271,097 

Total  
# of loans 2 39 6 10 57 
$ value 3,265,128 6,348,519 3,191,681 2,749,627 15,545,955 

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

not include the allowance for loan losses of $985,000 estimated by the Receiver, which is lower 

than the $2.284 million set forth in the Receiver’s Forensic Accounting due to repayment of 
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certain loans discussed above and changing circumstances of the borrowers and collateral values.  

The net value of the loans is therefore estimated at $14,560,955.  

D. Litigation Against California Business Bank 

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

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

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

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

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

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

Defendants").  Defendant Yashouafar was served on August 21, 2013.   

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

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

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

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

On August 5, 2013, CBB and the Individual Defendants filed motions to dismiss the 

complaint.  The Receiver responded on August 19, 2013, and CBB and the Individual Defendants 

replied on August 26, 2013.  The motions were granted by Judge Tigar on October 30, 2013, and 

the Receiver was granted leave to amend.   

The parties participated in a mediation with a Court-assigned mediator on November 19, 

2013 in San Francisco.  The case did not settle and the Receiver filed his First Amended 

Complaint on December 2, 2013.  The Defendants filed a motion to dismiss the First Amended 

Complaint on December 19, 2013.  The Receiver filed his opposition on January 23, 2014.  The 

hearing on the motion is set for February 13, 2014. 

III. RECOMMENDED FURTHER ACTIVITIES 

Approval of the pending Claims Motion and Distribution Plan Motion will advance the 

receivership considerably toward completion.  Approval of the soon-to-be-filed motion regarding 

procedures for the sale of the SBA lending license and loan portfolios and confirmation of the 

ultimate sales will complete the liquidation of receivership estate assets.   Once all other 
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