REPORT OF ELLI M. A. MILLS, RECEIVER,
PLACER VINEYARDS LAND SPECULATORS
To
THE UNITED STATES DISTRICT COURT, DISTRICT OF NEVADA

February 17, 2009

This report will be presented in five sections:

I. A summary of the operations of the Receiver;

Il. Aninventory of the assets and their appraised value;

I11. A schedule of the receiver’s receipts and disbursements;

IV. A list of all known creditors with their addresses and the amounts of their claims; and

V. The Receiver’s recommendations for a continuation or discontinuation of the Receivership
and the reasons for the recommendations

I. SUMMARY OF THE OPERATIONS OF THE RECEIVER.

| was appointed Receiver of the Placer 1 Lenders’ interest in the Placer Vineyards development
on December 16, 2008. The appointment was made by an Order issued by United States District
Court Judge Kent Dawson (“Appointment Order”) at the request of the former servicing agent
USACM Trust (“Servicing Agent”). As the Court Appointed Receiver, | am charged with
representing the interests of all former Direct Lenders now (“Owners”) in the subject property, as
provided in the Appointment Order and further Orders of the Court.

In the period from December 16, 2008 to the present, the Receiver addressed the following

issues:

A. Foreclosure Sale. The appointment of the Receiver on December 16" initiated a
few short days of substantial activity. After consultation with a number of the then Direct
Lenders, | proceeded with the scheduled foreclosure sale on the property which occurred
on December 22", Our credit bid was $8,404,030 which was the only and winning bid.
I directed this bid amount after reviewing the real estate assessment records for property
in the same assessment section as the subject property and applied to the 338.3 acres of
subject property the same assessment value that was used in this section for unimproved
farm land.

On December 31, 2008, the deed was recorded in the Records of Placer County,
California. This date was significant because | wanted to insure that the deed was
recorded for tax assessment purposes in calendar year 2008.

B. Property Tax Assessment. Right after my appointment as Receiver, | visited the
offices of the Placer County Assessor. | reviewed the assessment on the subject property
and met with County Assessor Staff twice to discuss an application for reduction of real
estate tax assessment. The application for reduction was filed on December 22" with the
assessor’s office for each of the three parcels that comprise the total 338.3 acres of the



subject property.

In the next several months, the Receivership will have the opportunity to submit a
property appraisal to the assessor’s office support the position of the fair market value as
of January 1, 2008. The Receivership also will have the opportunity to update the
appraisal and resubmit our opinion of the fair market value for the property as of
December 31, 2008, the recording date of the foreclosure sale. Since the real estate tax is
a substantial sum and one of the largest expenses going forward in holding the property,
this is an area which should be concentrated on in the near term. In the recommendation
section, | will suggest that the Receivership be authorized to engage a land appraiser by
separate motion as soon as possible and that the Receiver be authorized to work
aggressively to organize an appeal for the reduction of the real estate taxes for 2007, 2008
and beyond.

C. Facilitate Communication with the Owners. Since the beginning of the
Receivership, my office has been working on developing an accurate contact list for the
345 Direct Lenders — now Owners. With the assistance of the Servicing Agent and other
Owners, we have been able to developed a list of 247 Owners, including names,
addresses, telephone contact information, and email address. We have the contact
information of the remaining 98 Owners but without email addresses. | have contacted
the Owners for whom we did not have email contacts by US Mail and have requested
email contact information from them. | indicated to all Owners that the Receiver will
keep their contact information confidential to be used for the Receivership purposes only,
without the express authorization from an Owner to share that information with another
party. For those owners for whom the Receiver does not have email contact information,
I will have them contacted by US mail.

In addition, the Servicing Agent has offered to continue to post reports from the Receiver
and other relevant information on the website he established for this estate. The
Receivership with either continue to utilize the Servicing Agent’s website or establish
one of its own.

I have been contacted by a number of Owners, either by phone, by email, or occasionally,
in personal meetings. Although there are 345 Owners, to date, the contacts have not
absorbed an inordinate amount of the Receiver or the Receiver’s staffs’ time.

D. Servicing Agent. Mr. Paul Pascuzzi, court approved legal counsel to the
Receiver, and | have had extensive communication with Mr. Geoff Berman, the
representative of the Servicing Agent, and his counsel, Mr. Rob Charles. Both have been
generous with their assistance and have provided the Receiver will all of the information
that he has requested, have helped the Receivership develop an accurate list of the
Owners, have provided the Receiver with access to their website for communication with
the Owners, and have turned over records to the Receiver including old appraisals and
information on the Placer Vineyards Development Association. The Servicing Agent has
agreed to conclude the accrual of servicing fees at the appointment of the Receiver, and
he has submitted to the Receiver and estimate of the outstanding financial obligations of



the Receivership estate to the services and his consultants. This will be discussed more
fully in Section IV below.

E. Placer Vineyards Development Association. | have been in contact with the
Placer Vineyards Development Association and have had a long meeting with Mr. Kent
J. MacDiarmid, Manager of the Placer Vineyards Development Association, LLC, (the
“Development Association.”) We reviewed the progress to date, discussed the on-going
legal challenges and discussed the expected cost to complete the project permitting and
resolve the legal challenges. | will discuss the accrued obligations to date and
recommendations for going forward with the Development Association below

F. Special Purpose Entity. The Receiver has seen a lot of communication among
the Owners regarding the formation of a special purpose entity. | have specifically
advised the Owners that the Receiver has not been consulted regarding this proposed
entity nor has he taken a position on the wisdom of this structure. 1 am, however,
authorized to work with the Owners regarding the formation of an oversight committee
and/or a special purpose entity.

As | understand the organizers’ proposal, the Special Purpose Entity (SPE) is a Nevada
Limited Liability Company which will take over and speak for the interest of the Owners
who wish to join it. Again, I am not an authority on this proposal and I did not seek to
advise Owners one way or another whether they should join this entity.

My understanding is that the proposal suggests that it would be cheaper and more
efficient for the Owners to have this entity administer the properties. | understand that
the decisions of this entity would be made by a board of directors who would be chosen
from the Owners who joined this entity.

Some Owners have contacted me questioning whether there would be savings for the
group with this entity or, in effect, would this entity be duplicative of the Receiver’s
efforts. Further questions include how operating funds would be secured for this entity;
would its decisions bind Owners who do not chose to participate in the SPE; what rights
would the minority Owners have to object to the decisions of the SPE; and would there
still be a Receiver? There are many other questions regarding this structure and there are
arguments expressed by Owners for and against it.

In my letter to all of the Owners of January 21, 2009, | informed the Owners that that |
had seen a portion of the proposed Articles of Organization of the Special Purpose Entity
which suggests that the Receiver be the Manager of the SPE and report directly to its
Board of Directors.

As mentioned above, the Receiver had not been consulted regarding any aspect of the
proposed SPE. However, | indicated to the Owners that | was inclined to believe that
having the Receiver be the manager of the SPE would create an inherent conflict of
interest. The Receiver represents all of the Owners. He is subject to the Orders of the
Court and must work for the interest of all parties. Without further clarification, I did not



see how the Receiver could discharge his obligations to the Court, serve the Board of
Directors, and represent the Owners who chose not to become members of the Special
Purpose Entity, all at the same time.

| offered to assist interested parties to facilitate communication of the relevant arguments
to all of the Owners for their consideration. To date, | have not been asked to facilitate
this effort.

G. Investigate the Current Market for the Property. In an effort to assist the
effort to obtain an accurate current market value estimate for the subject property and to
investigate options for the Owners, | have contacted two real estate brokerages in the
greater Roseville area and have requested proposals for the listing and sale of the subject
property. One organization has already submitted a proposal for my review and | expect
to receive the other shortly. 1 will discuss in Section V below my recommendations for
pursuing this effort

H. Facilitating Sale or Exchange of Direct Lender’s Interest. One of the
responsibilities which the Receiver is authorized to pursue in the Appointment Order is to
is to “establish a mechanism for buying and selling of the interests of the Placer 1
Lenders.” Subject to the relevant securities laws and further Court Orders, | currently
anticipate that my role for this issue would be to facilitate interested buyers and seller to
communicate directly with each other. This is a task that | anticipate being addressed
later in the Receivership and I will solicit the input of the Owners prior to beginning to
work on this. To date, no Owner has requested that I assist them in this type of effort.

. Real Estate Counsel. The Receiver has interview one firm to act as special real

estate counsel should the Receiver feel that it is necessary to recommend engaging real
estate counsel to work with the Receiver in addressing the real estate tax assessment
issues. As will be discussed below, the Receiver is still evaluating this potential
requirement.

J. Securing Interim Financing. Below, the Receiver will discuss a specific
proposal to obtain interim financing to address the expenses of the Receivership, real
estate appraisal, and real estate tax reduction appeal.

K.  General Organization. As discussed above, the Receiver and its staff, with the
assistance of the Servicing Agent and its attorney, and with the assistance of many of the
former Owners, now Owners, has developed a fairly accurate contact list of all of the
Owners. The Receiver must continuously update the list as events require changes. Files
have been established for each Owner and general files have been established and
organized. The Receiver has moved into a new office. His contact information is:



Mr. Elli M. A. Mills, Receiver
Placer Lenders 1

5401 Longley Lane, Suite 42
Reno, NV 89511

775 826-7800
EmillsPV@aol.com

Counsel for the Receiver has associated local counsel pursuant to this Court’s local rules.
His name is William L. McGimsey, 516 South Sixth Street, Suite 300, Las Vegas, NV
89101. The Court has entered an order authorizing the Receiver’s counsel to practice
before the Court in this matter. The Receiver requests the Court to approve such
association in connection with approval of this report.

I1. INVENTORY OF THE ASSESTS AND THEIR APPRAISED VALUE.

A. The assets of the Receivership estate consist of three parcels of undeveloped land
located in Placer County, California, north of the City of Roseville and adjacent to the
county line of Sacramento, County. The parcels comprise 338.3 acres and are
approximately 8.2% of the Placer Vineyards Development. The Placer Vineyards
Development consists of over 4,100 acres of land. The Development is a mixed use
development predominately residential with commercial and business development
included in the land plan along with public uses and open and recreational spaces. The
subject property has a Current Development Unit Allocation of 954 EDU’s.

B. The Receiver has two appraisals in his possession, one completed in December,
2004 by Seevers Jordan Ziegenmeyer of Rocklin, California and one prepared for the
Trustee by Prime Locations of Dallas, Texas, as of September, 2007. The Receiver
believes that neither appraisal reflects current market value. The Receiver will
recommend below that he be authorized by separate motion to have an appraisal updated
for a value as of January 1, 2008, the tax assessment date for the first appeal for reduction
of real estate tax, and December 31, 2008, the date of the recording of the foreclosure
sale, and by right, a second tax assessment appeal date.

I11. SCHEDULE OF THE RECEIVER’S RECEIPTS AND DISBURSEMENTS;

A. Receipts.

None. The Receiver has no revenues from the Receivership and will recommend
below the issuance of Receiver Certificates to secure interim financing to address the
expenses of the Receivership Estate.

B. Expenses.

The Receiver has advanced minimal out of pocket expenses and expenses for the
Receiver’s staff when they worked on items for the Receivership Estate. The Receiver’s
billing statement for the period of December, 2008 and January, 2009 is attached as
Exhibit 1.



IV. LIST OF ALL KNOWN CREDITORS WITH THEIR ADDRESSES AND THE
AMOUNTS OF THEIR CLAIMS:

A

Elli M. A. Mills, Receiver,

5401 Longley Lane, Suite 42

Reno, NV 89511

Fees and Expenses from December 1, 2008 - January 31, 2009 $ 24,376.87

Felderstein Fitzgerald Willoughby & Pascuzzi LLP

400 Capitol Mall, Suite 1450

Sacramento, CA 95814

Fees and Expenses from December 1, 2008 — January 31,2009 $ 11,707.07
Billing statement attached as Exhibit 2

USACM Liquidating Trust

c/o Rob Charles, Esq.

Lewis and Rocca

3993 Howard Hughes Parkway
Las Vegas, Nevada 89169

The following fees and expenses have been submitted by the Servicing Agent as a
proposal and are subject to review and further negotiation between the Receiver and the
Servicing Agency:

(1) Trust in allocable time $108,000.00
(2) Lewis and Rocca $125,000.00
(3) McDonough Holland and
Allen, Esq. Foreclosure counsel $ 27,628.06
(4) Advances for payment of real estate tax $678,649.19
(5) Trust servicing fee $945,000.00
Subtotal to Liquidating Trust $1,884,277.25
D. Placer Vineyards Development Group, LLCP. O. Box 180

Newcastle, CA 95658
Placer Vineyards pro rata capital call
August 3, 2006 — January 1, 2009 $ 621,484.82

Placer County Tax Assessor

2980 Richardson Drive

Auburn, CA 95603-2640

2007 Real Estate Tax due 12/31/2008 (under appeal)

Parcels:

023-200-010-000 $ 72,254.28
023-200-012-000 $153,499.67
023-200-013-510 $184,841.37



Total $410,595.32

2008 Real Estate Tax due 4/10/2009 (under appeal)

Parcels:

023-200-010-000 $ 60,474.54

023-200-012-000 $128,491.60

023-200-013-510 $154,734.30

Total $343,700.44

Total Real Estate Tax $ 754,295.75
TOTAL CREDITOR ACTUAL AND POTENTIAL CLAIMS: $3,296,141.76

V. RECEIVER’S RECOMMENDATIONS FOR A CONTINUATION OR
DISCONTINUATION OF THE RECEIVERSHIP AND THE REASONS FOR THE
RECOMMENDATIONS.

The Receiver recommends that the Receivership be continued so that he can complete the
following tasks:

A. Appeal of the Real Estate Tax Assessment. The Receiver has filed a request for
reduction of the real estate tax assessment as of January 1, 2008 with the Placer
County Tax Assessor’s office. That appeal will be heard in sometime in the spring of
2009. The combined assessed value for the parcels of the subject property is
$30,524,369, an amount that the Receiver believes far exceeds the current fair market
value for the property. To organize an effective appeal to the Placer County Tax
Assessor’s office, the Receiver recommends that he be authorized, by separate
motion, to engage an MAI certified appraiser to complete an appraisal for the fair
market value of the subject property as of January 1, 2008, the date of assessment for
the 2008 tax year, and again, as of December 31, 2008, the date of the recordation of
the foreclosure sale. The Receiver will also seek authority to engage real estate
counsel to assist with this appeal if the Receiver believes that the Receivership estate
requires further assistance in this area.

B. Review, Negotiate, and Present Recommendations to the Owners with Respect to
the Payment of Past Due Obligations. The past due obligations of the Receivership
estate fall into three categories: Obligation to the Servicing Agent ($1,884,277.25);
Obligations to the Placer Vineyards Development Group ($621,484.82); and Past Due
Real Estate Taxes ($754,295.75).

1. Obligations to the Servicing Agent, its counsel, foreclosure counsel, and
reimbursements for funds extended on behalf of the Owners of the subject
property have yet to be determined with certainty. The Receiver is currently
reviewing the proposal and seeking further clarification of the charges. In
addition, the Servicing Agent and its counsel have indicated that they are prepared
to discuss and negotiate with the Receiver an equitable billing structure. Until
that process is completed, the Receiver cannot make any recommendations to the



Court and the Owners as to the amount and timing of payment of these items.
The Receiver would like to complete this review and negotiation process by the
end of April so that it can make further recommendations at that time.

2. Whether the Receivership is obligated for the sums billed by the Placer Vineyards
Development Association is uncertain and may be determined by the strategy the
Owners wish to pursue with respect to the property. Besides current outstanding
obligations, continuing obligations to the Development Association are projected
to be between $150,000 and $220,000 annually. See strategic options below in
Paragraph C.

3. The property tax assessments are under appeal. The Receiver has petitioned for a
substantial reduction in the assessed value, thus, a significant reduction of the
property tax. As mentioned above, this appeal will require a current property
appraisal and possibly the assistance of economic consultants and legal counsel.
The Receiver will seek authority to obtain the required professional support to
pursue these appeals by separate motion to this Court.

C. Strategic Options. The Receiver has identified two strategic options for addressing
the Owners’ interest in the property: (1) secure financing to hold the property for
several years in anticipation of a dramatically improved real estate market into which
the property would be sold; or (2) offer to sell and sell the property now at its current
market value. Considerations in determining which course of action to recommend
are the availability of substantial financing for the property, which could be in the
$6,000,000 to $8,000,000 range, the estimate of holding costs and expenses of the
property, the estimate of future value for the property in the three to five year time
frame, and obtaining a competent assessment of the current market value of the
property and the availability of purchasers at that price.

The Receiver expects to collect the relevant data with respect to the strategic options
within the next sixty to ninety days, consult with the Owners, then present a
recommendation to the Court and the Owners for a course of action.

D. Organizational Activities. The Receiver will establish a mechanism for the Owners
to communicate with the Receiver and with each other by means of a website or by
the Receiver acting as a central communication link for Owners who do not have
internet capabilities. To the best of his ability, the Receiver will maintain accurate
and current records with respect to each Owner, and communicate all material
information to the Owners by email, US mail, or website communication. Each
Owner has the Receiver’s contact information and can feel free to contact the
Receiver with any specific issues, questions, or recommendations. In addition, the
Receiver will assist communication among the Owners who wish to buy or sell
Ownership interests, so long as such efforts do not implicate or violate securities
laws.



E.

Interim Financing. The Receiver will petition the Court for authority to issue
Receiver’s Certificates to secure interim financing for the payment of current due
expenses of the Receivership and to allow the Receiver access to funds to meet future
obligations of the Receivership for the first year of the Receivership, through
December 16, 2009. The Receiver estimates that the budget for these expenses will
be in the range of $250,000.

These funds will be used to pay for the current expenses of the Receiver and his
counsel, and future projected expenses with respect to efforts to complete the specific
tasks outlined above in Section V Paragraphs A - D. These funds will not be
sufficient to address the obligations to the Servicing Agent, the Placer Vineyards
Development Association, or the real estate taxes due Placer County.

Upon the Receiver’s and Owner’s determination of which strategic course to pursue,
either hold the property for several years anticipating a recovery of the real estate
values or list the property for sale, the Receiver will petition the Court by separate
motion either to issue debt to secure substantial funds to retire all obligations of the
Receivership Estate or for authority to list the property for sale.

Further Reporting. Pursuant to the Appointment Order, the Receiver is required to
make further reports within 30 days of the end of each month by filing the reports
with the Court and making them available to the Owners either by service on them or
via a website. Thus, the next Receiver Report will be for the month of March 2009
and filed by the end of April. These monthly reports are to include the status of the
Receiver’s activities and a summary of income and expenses of the receivership
estate. If appropriate, the Receiver will send more frequent communications to the
Owners. The Receiver does not recommend any change to these reporting
requirements, and does not believe that any further hearings are required on the
monthly reports, unless requested by a party in interest or otherwise ordered by the
Court.

Respectfully submitted this 17" day of February, 2009

Elli M. A. Mills, Receiver






