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Pursuant to the Court's October 5, 2012 Preliminary Injunction Order, Thomas C. Hebrank 

("Receiver"), Court-appointed receiver for First Financial Planning Corporation d/b/a Western 

Financial Planning Corporation ("Western"), and its subsidiaries and affiliates (collectively, the 

"Receivership Entities"), submits this Second Report and Proposal Regarding the Assets of 

Defendants Western and Louis Schooler.  This Report and Proposal includes the Receiver's 

(a) evaluation of Western and recommendation that it remain in receivership, (b) proposal for the 

monitorship, and (c) second report on the Receiver's activities, including his recommendations for 

the receivership moving forward. 

I. INTRODUCTION 

In its Preliminary Injunction Order, the Court converted the TRO to a Preliminary 

Injunction based on its preliminary finding that the General Partnership ("GP") interests sold by 

Western and Louis Schooler are unregistered securities.  The Securities and Exchange 

Commission ("Commission") was instructed to submit a Preliminary Injunction Order within 

5 days.  With regard to the asset freeze, the Court instructed the Receiver to meet and confer with 

the parties and file a proposal for transitioning into a monitor role over the assets of Western and 

Mr. Schooler.   

Mr. Schooler then requested that the Receiver's proposal be submitted before the 

Commission's Preliminary Injunction Order.  The parties met and conferred and agreed on a 

proposed Scheduling Order, which was approved by the Court on October 11, 2012.  Pursuant to 

the Scheduling Order, the Receiver's proposal is due October 18, 2012, and the Commission's 

Preliminary Injunction Order is due 7 days from when the Court adopts or modifies the Receiver's 

proposal.   

II. RECEIVER'S EVALUATION OF WESTERN 

After careful consideration of the facts and circumstances surrounding Western and the 

GPs, the Receiver believes it is in the best interests of all parties, and especially the investors in 

the GPs, for Western to remain in receivership and for the monitorship to be limited to 

Mr. Schooler's personal assets.   
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Western has been in a dire financial situation for a long time and is unable to pay its bills 

without steady infusions of capital from Mr. Schooler.  Between January 5 and September 5, 2012, 

Mr. Schooler transferred a total of $1,064,000 to Western simply so the company could pay its 

bills.  While Western's financial condition alone is cause for concern, the concern is heightened 

substantially by the fact that Western's financial condition directly impacts the value of GP assets 

and prospects for recovery by the GP investors.  If Western falters and does not pay its bills, the 

GP investors stand to lose substantial sums. 

Western and entities it controls are the borrowers on approximately $4.3 million in loans 

secured by properties owned by the GPs.  If these loans are not kept current, enforcement actions 

taken by the lenders could adversely affect investors.  It may be necessary to negotiate 

forbearances and/or loan modifications with lenders.  Lenders will not negotiate such agreements 

with anyone other than the borrower.  Therefore, the Receiver's ability to protect the interests of 

the GPs will be very limited if he is not in control of Western. 

Western is also the managing member of P51, LLC ("P51").  When it was first formed, 

P51 held title to an entire piece of real property located in Washoe County, Nevada.  Western 

formed four GPs to acquire interests in the property.  The first two GPs were sold out, closed, and 

each received an undivided 25% interest in the property from P51.   

At the time the Receiver was appointed, Western was in the process of selling interests in 

F-86 Partners, the third GP set up to take an interest in the Washoe County property.  Although F-

86 Partners has not yet closed, people have already invested in F-86 Partners.  Company records 

indicate that investors have transferred more than $780,000 in cash to F-86 Partners.  As discussed 

in the Receiver's First Report, the majority of funds received from investors flow through the GPs 

to Western.  Receiver's First Report, Docket No. 27, p. 7 & Ex. C.  Currently, only $66,066.00 

remains in the F-86 Partners account and only $3,416 remains in the P51 account.  As discussed 

below, the small amount of cash in Western's account at the time the Receiver was appointed has 

been completely depleted.  Therefore, it appears that the majority of cash raised from F-86 

Partners investors has been spent by Western.  The F-86 Partners interest in the property, however, 

remains under P51, which is controlled by Western.  It is critical that the F-86 Partners property 
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interest be protected for its investors.  The Receiver will be unable to do so if he is not in control 

of Western and P51. 

Other than capital infusions from Mr. Schooler, the only income Western has is payments 

from investors who borrowed money from Western to make their investments in the GPs.  Many 

of these investors have stopped payments to Western in light of the Commission's allegations and 

the Receiver's appointment.  Pursuant to the Court's October 5, 2012 Preliminary Injunction Order, 

notice of the Receiver's appointment over the GPs based on a preliminary finding of unregistered 

securities was sent to investors.1  It is expected that most investors, if not all, will cease payments 

to Western now that the Receiver has been appointed over the GPs on a permanent basis.  As a 

result, the financial crisis at Western is only going to get worse. 

Although Mr. Schooler has stated that he intends to continue to fund Western, there is no 

mechanism in place to compel him to make payments required to keep loans current or to 

negotiate with lenders.  The better approach is to keep Western under the protection of the 

receivership and the injunction prohibiting litigation against Receivership Entities.  TRO, Docket 

No. 10, Part XII.  The same litigation injunction should be included in the Preliminary Injunction 

Order.  The receivership and litigation injunction will allow the Receiver to evaluate each 

property, the status of each loan and mortgage, discuss the situation with the applicable lenders, 

and make a recommendation to the Court regarding the disposition of each property.   

With the company collapsing financially and facing serious charges by the Commission, it 

is likely that lenders, investors and other creditors will bring actions against Western.  Three 

pending lawsuits involving Western have been stayed by the litigation injunction, and as a result, 

Western has avoided incurring further legal expenses to defend these actions.  Western's very 

limited resources should not be consumed by defending these and other lawsuits from creditors.  

The same applies to a potential bankruptcy filing, whether done voluntarily by Western or 

involuntarily by Western's creditors.  A bankruptcy case would consume Western's resources, 

                                                 
1 Counsel for Mr. Schooler and the Commission were provided with a copy of the letter sent to 

investors before it was mailed.  Neither party had any objections to the form of letter. 
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complicate the administration of the receivership, and create unnecessary jurisdictional and 

procedural issues.  The litigation injunction will prevent this unnecessary waste of resources. 

Additionally, based on the Court's preliminary finding that Western sold unregistered 

securities, Western may have claims against its officers and directors (including Mr. Schooler), 

and outside professionals.  There may be insurance coverage that applies to these potential claims.  

The Receiver is in the best position to evaluate any such claims and pursue them on behalf of 

Western for the benefit of investors. 

Continuing to include Western in the receivership does not prejudice anyone.  Western 

does not do any business unrelated to the GPs.  Mr. Schooler has acknowledged that investors' 

receipt of notice of the receivership will effectively end Western's "business existence."  

Emergency Motion to Vacate TRO, Docket No. 14, p. 17.  Western has been surviving solely on 

capital infusions from Mr. Schooler.2  At this point, the focus should be on protecting and 

maximizing the value of Western's remaining assets, as well as the GPs' assets, for the benefit of 

investors.  The best way to accomplish that is through the receivership. 

Accordingly, the Receiver encourages the Court to keep Western under the protection and 

control of the Court and the Receiver in accordance with the Court's prior orders.  As described 

above, investors stand to be substantially harmed if Western is removed from the receivership.  

While Western may ultimately fail and default on loans, the receivership and litigation injunction 

provide protection, and the Receiver is in the best position to preserve Western's remaining value.   

III.  MR. SCHOOLER'S PERSONAL ASSETS 

With regard to Mr. Schooler's personal assets, the Receiver proposes that he be appointed 

Monitor to oversee Mr. Schooler's personal expenses and transactions.  As instructed by the Court, 

the Receiver makes this proposal with guidance from FTC v. Millennium Telecard, Inc., 

2011 WL 2745963 (D.N.J. 2011).  A copy of the Millenium Telecard order appointing the monitor 

is attached hereto as Exhibit A.  However, as discussed further in Section VI below, to the extent 

                                                 
2 Historically, when Western was selling a large volume of GP interests, most of the cash 

received from investors flowed through the GPs to Western and was used to fund Western's 
operations.  Western's inability to sell sufficient GP interests to fund its operations appears to 
have started sometime prior to January 2012. 
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the Court decides not to continue the receivership over Western, the Receiver respectfully suggests 

that the monitorship should be more restrictive than that imposed in Millenium Telecard. 

Specifically, the Receiver proposes that (a) Mr. Schooler submit a budget of his monthly 

expenses, (b) the budget be reviewed to confirm the expenses are reasonable and necessary, 

(c) transactions (including sales, transfers, and purchases) outside the budget, and between 

$10,000 and $25,000 in value, require authorization from the Monitor, in his business judgment, 

and (d) transactions greater than $25,000 in value require authorization from the Court.  

Transactions not in the budget, but less than $10,000 in value can be completed by Mr. Schooler 

without pre-authorization, but shall be reported to the Monitor at the end of each month. 

Each Friday, Mr. Schooler should be required to provide the Monitor with a list of 

payments he intends to make the following week so the Monitor can confirm the payments are 

consistent with the Court-approved budget.  Approval of transactions between $10,000 and 

$25,000 in value should be requested from the Monitor at least a week in advance, and all 

documentation relating to the transaction should be provided with the request.  Court-approval of 

transactions greater than $25,000 in value should be sought by Mr. Schooler by noticed motion. 

The Monitor should be authorized to engage and employ persons to assist in carrying out 

his duties and responsibilities, including the law firm of Allen Matkins Leck Gamble Mallory & 

Natsis to assist as Monitor's counsel.  Mr. Schooler should have the primary obligation to pay the 

fees and costs of the Monitor and his professionals, upon approval by the Court.  To the extent 

Mr. Schooler cannot or does not pay such fees and costs, the Monitor and his professionals shall 

be paid from cash in GP accounts, and the GPs shall be entitled to recover from Mr. Schooler all 

amounts paid for work done by the Monitor and his professionals.   

Finally, Mr. Schooler should indemnify and hold harmless the Monitor and his 

professionals, agents, employees, consultants and attorneys from and against all actions, liabilities, 

damages, losses, costs and expenses, including, but not limited to, reasonable attorneys' fees and 

costs (as such amounts are incurred), arising from Monitor work performed pursuant to the Court's 

orders.  To the extent Mr. Schooler cannot or does not indemnify the Monitor and his 
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professionals, such indemnification shall be provided by the GPs, and the GPs shall be entitled to 

recover from Mr. Schooler all amounts paid to indemnify the Monitor and his professionals.   

Mr. Schooler has requested that his personal financial information not be publicly filed.  

The Receiver has no objection to the budget and other statements reflecting his personal financial 

information being filed under seal. 

IV. PROPOSED PRELIMINARY INJUNCTION ORDER 

Accordingly, the Receiver recommends and proposes that the Securities and Exchange 

Commission be instructed to submit a Preliminary Injunction Order consistent with the TRO in all 

material respects, other than as follows: 

(a) The Receiver is appointed on a permanent basis; 

(b) The asset freeze regarding Mr. Schooler's personal assets is lifted;  

(c) Thomas Hebrank is appointed as Monitor over Mr. Schooler's personal assets on the 

terms and conditions described in Section III above; and 

(d) Mr. Schooler is instructed to submit a budget of his monthly expenses within 5 days of 

entry of the order, and the Commission and the Receiver shall have 3 days from filing of the 

budget to respond thereto. 

V. MEET AND CONFER 

Pursuant to the Court's instructions, the Receiver met and conferred with the Commission 

and Mr. Schooler regarding his proposal.  The Receiver circulated a draft of this Second Report 

and Proposal to the parties' respective counsel on October 16, 2012.  Counsel for the Commission 

stated that the Commission supports the Receiver's proposal.  Counsel for Mr. Schooler stated that 

Mr. Schooler opposes it. 

VI. ALTERNATE FORM OF ORDER 

If the Court is inclined to remove Western from the receivership, the Receiver proposes 

that the Preliminary Injunction Order submitted by the Commission provide that the Monitor's role 

over Western include close oversight over its accounts and financial transactions, and that if any of 

the loans secured by GP properties are not kept current, Western immediately be restored to the 

receivership.   
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Like Mr. Schooler, Western should be instructed to submit a budget of monthly income 

and expenses, and the budget should be reviewed by the Court to verify that the expenses are 

reasonable and necessary.  Each Friday, Western should be required to provide the Monitor with a 

list of checks it intends to write the following week so the Monitor can review the list and confirm 

that the checks are consistent with the Court-approved budget.  Any transactions outside the 

Court-approved budget, and between than $2,500 and $25,000 in value, should require prior 

authorization from the Monitor, in his business Judgment.  Transactions outside the Court-

approved budget and greater than $25,000 in value should require prior approval from the Court.  

Transactions outside the Court-approved budget and less than $2,500 in value should not require 

pre-approval, but should be reported to the Monitor at the end of each month. 

In addition, the Receiver (in his role as Monitor over Western) should be empowered to: 

1) have full and complete access to all books and records of Western; 

2) have full and complete ability to interview Western and all of its principals, officers, 

directors, employees and agents, and to immediately require all such persons to cooperate fully 

with the Receiver, including, but not limited to, providing all documents requested by the 

Receiver; 

3) investigate and determine the existence, title and location of assets purchased with funds 

raised from investors;  

4) report his findings to the Court at regular intervals; and 

5) engage and employ persons to assist in carrying out his duties and responsibilities, 

including the law firm of Allen Matkins Leck Gamble Mallory & Natsis to assist as Monitor's 

counsel. 

Western and Mr. Schooler should have the primary obligation to pay the fees and costs of 

the Monitor and his professionals, upon approval by the Court.  To the extent Western and 

Mr. Schooler cannot or do not pay such fees and costs, the Monitor and his professionals shall be 

paid from cash in GP accounts, and the GPs shall be entitled to recover from Western and 

Mr. Schooler all amounts paid for work done by the Monitor and his professionals.   
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Finally, Western and Mr. Schooler should indemnify and hold harmless the Monitor and 

his professionals, agents, employees, consultants and attorneys from and against all actions, 

liabilities, damages, losses, costs and expenses, including, but not limited to, reasonable attorneys' 

fees and costs (as such amounts are incurred), arising from Monitor work performed pursuant to 

the Court's orders.  To the extent Western and Mr. Schooler cannot or do not indemnify the 

Monitor and his professionals, such indemnification shall be provided by the GPs, and the GPs 

shall be entitled to recover from Western and Mr. Schooler all amounts paid to indemnify the 

Monitor and his professionals.   

In conversations with the Receiver and the Commission, Mr. Schooler's counsel has 

proposed that, at the end of each month, the Monitor be given a list of checks and wires paid 

during that month, and that advance notice only be given for expenses (not sales, purchases, or 

other transactions) greater than $50,000.  The Receiver submits that, under the facts and 

circumstances of this case, including the financial condition of Western, its lack of income, and 

the substantial harm posed to investors' interests, this proposal does not sufficiently protect 

investors.  As discussed above, Western's cash has been completely depleted, the company is 

surviving week to week and is entirely dependent on cash infusions from Mr. Schooler, and the 

investors' property interests are at risk.   

Mr. Schooler has cited and the Court has referenced the FTC v. Millenium Telecard Inc., 

2011 WL 2745963 (D.N.J. 2011) decision in its October 5, 2012 Preliminary Injunction Order.  In 

Millenium Telecard, the Federal Trade Commission brought an action against a group of 

companies for deceptive marketing in connection with the sale of pre-paid calling cards.  

Millenium Telecard and its affiliated companies, however, had ongoing business, substantial sales 

and cash flow, and a chance to operate profitably.  Id., Docket No. 43.  Accordingly, the court 

approved a somewhat loose form of monitor order that required almost no pre-approval of 

company expenditures. 

Here, unlike Millenium Telecard, Western has no ongoing business, sales or cash flow.  

Mr. Schooler has acknowledged that Western is at, or very soon will be at, the end of its "business 

existence."  Furthermore, the Court has found, on a preliminary basis, that Western has sold 

Case 3:12-cv-02164-LAB-JMA   Document 49   Filed 10/18/12   Page 10 of 42



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 

 

793971.01/SD 
 -9- 

Case No.  12CV2164-LAB

 

LAW OFFICES 

Allen Matkins Leck Gamble
Mallory & Natsis LLP 

unregistered securities to investors.  Those investors' interests are now at risk.  Accordingly, the 

Receiver believes that the Millenium Telecard example should not be followed here.  Under the 

facts and circumstances of this case, if the Court is inclined to remove Western from the 

receivership, the Receiver submits that there should be real oversight over Western's assets and 

use of cash, and that significant sums of money should not be allowed to leave the company 

without pre-authorization from the Monitor or the Court. 

VII. RECEIVER'S SECOND REPORT AND RECOMMENDATIONS 

Since the Receiver filed his Initial Report on September 14, 2012, his primary focus has 

been on protecting and preserving the assets of Western and the GPs.  He has taken control of the 

Receivership Entities' office premises, bank accounts, books and records, and accounting systems.  

He has interviewed employees, reviewed financial statements, and analyzed the financial 

condition of Western and the GPs. 

The small amount of cash in Western's accounts at the time of the Receiver's appointment 

has been completed depleted.  Western and the entities it controls owe about $126,000 per month 

on loans secured by GP properties.  Prior to the filing of this case, Western collected 

approximately $107,000 per month in loan payments from investors.  As noted above, some 

investors have stopped making loan payments.  The Receiver anticipates that most of the 

remaining payments will cease now that investors have been given notice. 

Western also incurs about $100,000 per month in other operating expenses, which the 

Receiver recommends be significantly reduced.  If Western remains in receivership, the Receiver 

will reduce the payroll, office and other expenses, and seek Court approval to generate cash by 

selling gold coins owned by Western with an estimated value of $50,000, and potentially 

liquidating and collecting on other Western assets.   

Western's books also reflect loans in the amount of approximately $1 million made to a 

related entity called LinMar Properties and its affiliates ("LinMar").  LinMar has office space in 

the same building as Western.  The Receiver recommends that the loans to LinMar be analyzed, 

and, if appropriate, collection efforts commenced. 
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The Receiver has also asked Mr. Schooler to produce corporate documents for 

WFP Securities Corporation ("WFP Securities") so he can confirm its ownership and relationship 

to Western.  The Receiver's understanding is that WFP Securities is owned by Mr. Schooler and 

his brother, John Schooler, and that the company has ceased operating.  As discussed in the 

Receiver's First Report (pp. 9-10), WFP Securities and Western are involved in two active civil 

lawsuits, one pending in this district before Judge Houston and one pending in the Ninth Circuit 

Court of Appeals.  Due to the litigation injunction, these cases, at least as they pertain to Western, 

have been stayed and Western is no longer incurring legal expenses to defend them.  Mr. Schooler 

has not yet produced the requested corporate documents for WFP Securities. 

A. Notice to Investors 

Pursuant to the Court's October 5, 2012 Preliminary Injunction Order, notice of the 

Receiver's appointment over the GPs based on a preliminary finding of unregistered securities was 

sent to investors.  Counsel for Mr. Schooler and the Commission were provided with a copy of the 

letter sent to investors before it was mailed.  Neither party had any objections to the form of letter.  

The letter directs investors to the Receiver's website, www.ethreeadvisors.com (see the "SEC Case 

Docs" tab), for information and future updates regarding the case and the receivership.  The 

Receiver recommends that the website be used as a cost-effective means of disseminating 

information to investors. 

B. Recommendations for Receivership 

The Receiver's efforts to investigate and analyze the Receivership Entities' assets and 

liabilities, transactions with investors, and other matters bearing on their financial condition are 

ongoing.  The Receiver makes the following recommendations in connection with the 

performance of his duties: 

1. Asset Evaluation 

The Receiver recommends that over the next 90 days, the real property assets of the 

Receivership Entities be evaluated.  The Receivership Entities own approximately 22 properties 

located in California, Nevada, Arizona, and New Mexico.  The Receiver will obtain an appraisal 

for each property from a licensed appraiser.  The Receiver will also determine the status of each 

Case 3:12-cv-02164-LAB-JMA   Document 49   Filed 10/18/12   Page 12 of 42



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 

 

793971.01/SD 
 -11- 

Case No.  12CV2164-LAB

 

LAW OFFICES 

Allen Matkins Leck Gamble
Mallory & Natsis LLP 

loan secured by the properties.  Once his evaluation is complete, the Receiver will make 

recommendations to the Court and seek approval of a plan to maximize the cash recovery from the 

properties. 

As discussed above, the Receivership Entities' non-real property assets should also be 

analyzed.  The Receiver will seek authorization to sell the gold coins owned by Western, and will 

begin to evaluate potential claims against third parties and the sources of recovery for such claims. 

2. Forensic Accounting Analysis 

According to the Commission, the Receivership Entities raised approximately $50 million 

from investors.  The Receiver recommends that a forensic accounting analysis be conducted to 

determine what the funds raised from investors were used for.  As discussed in the Receiver's 

Initial Report, on average, approximately $8,000 of every $10,000 raised from investors went to 

Western.  Receiver's Initial Report, Docket No. 27, pp. 7-8.  It will be important both for the 

Court's determination of the merits of the case and for the Receiver's efforts to maximize the 

recovery for investors to know where the funds transferred to Western went. 

3. Reporting 

The Receiver will file further reports on his activities and findings as directed by the Court.  

In the Receiver's experience, filing reports on a quarterly basis strikes a good balance between 

(a) keeping the Court and interested parties informed about the Receiver's activities, and 

(b) minimizing administrative expenses.  Accordingly, the Receiver proposes that his next report 

be filed in January, covering his activities in October, November and December.  The Receiver's 

evaluation of the real properties and forensic accounting analysis should be completed by that 

time. 

4. Claims Review and Distribution Plan 

As the receivership progresses, the Receiver will evaluate the appropriate method for 

receiving and analyzing investor claims, as well as the most equitable and efficient manner of 

distributing assets of the receivership estate to those with valid claims.  At the appropriate time, 

the Receiver will seek Court approval of procedures for determining claims and a plan of 

distribution. 
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VIII. CONCLUSION 

Based on the Receiver's investigation as described above, the Receiver recommends that 

the receivership continue pursuant to the TRO, Preliminary Injunction Order, and supplemental 

orders of the Court, and Mr. Schooler's personal assets be monitored as described above.  The 

Receiver requests approval of this Second Report and his recommendations discussed above. 

 

Dated:  October 18, 2012 ALLEN MATKINS LECK GAMBLE 
   MALLORY & NATSIS LLP 

By:  /s/ Ted Fates 
TED FATES 
Attorneys for Court-appointed Temporary 
Receiver 
THOMAS C. HEBRANK 
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