
The August 4th Prophecy: How Par Funding Defense Counsel Predicted the SEC’s 
Six-Year Trail of Chaos 

 

It has been nearly six years since the government seized Par Funding, and the billing by the 
court-appointed Receiver conƟnues to this day. But if you want to know how a thriving, highly 
compliant business was dismantled, you do not have to look at the last six years. You only have 
to look at the Joint Memorandum filed by the defense on August 4, 2020. (Only 7 days aŌer the 
SEC’s unwarranted raid) 

In that document, the defense laid out exactly what was happening: an unjusƟfied heist of a 
perfectly sound company, executed without due process, without discovery, and without a 
single quesƟon asked of the experts who ran the business.  

Here is the documented proof of how an overzealous agency destroyed a company to "save" it. 
 

The Myth of the "Rogue" OperaƟon 
The government paints a picture of a lawless enterprise, but the August 4, 2020, filing proves 
the exact opposite. Par Funding was a sophisƟcated operaƟon guided by some of the most 
presƟgious legal and financial minds in the United States.  

According to the memorandum, the company "has always strived for compliance and uƟlized 
excellent counsel". Consider the Ɵmeline of legal oversight detailed on Pages 3 through 5 of the 
filing:  

-2014: The law firm Offit Kurman produced the iniƟal promissory notes and issued an opinion 
leƩer on the legality of the funding business under Pennsylvania law.  
-2016: DLA Piper, a global law firm, reviewed and edited the notes, adding explicit language 
clarifying they were debt instruments, not securiƟes. Which puts in quesƟons that the SEC even 
had jurisdicƟon over Par Funding. 
-2017 to 2020: The company retained Philip Rutledge, a naƟonally renowned securiƟes 
regulaƟon expert. Under his guidance, the company filed public disclosure documents with the 
SEC and state blue sky filings.  
-2020: The company engaged Fox Rothschild LLP to manage complex liƟgaƟon and Haynes 
Boone—uƟlizing lawyers with substanƟal SEC experience—to oversee regulatory issues in Texas.  
-Audits: Top-Ɵer accounƟng firms, including CliŌon Larson Allen and Friedman LLP, performed 
GAAP audits in 2017, 2018, 2019, and completed their latest audit just days before the SEC 
takeover in July 2020.  



(Exhibit: DeposiƟon Transcript of BreƩ Berman, Esquire Fox Rothschild for Par Funding called 
by PlainƟff Amie Berlin for the SEC on June 8, 2021- Pgs.230-232) 

 

 



 

 

 

 



This was not a fly-by-night operaƟon. It was a heavily veƩed, legally compliant financial 
insƟtuƟon. Yet the SEC ignored this enƟrely. Not only did they ignore it – they never asked prior 
to sending swarms of FBI agents to offices and homes. Instead, they chose a draconian raid as 
opposed to a subpoena seeking informaƟon which every bank and insƟtuƟon in America being 
invesƟgated receives. Had they subpoenaed Par Funding their teams of professionals and 
aƩorneys would have been able to answer any inquiry requested.  

To understand the sheer absurdity of the SEC's takeover, you must look at the company's 
balance sheet on July 28, 2020, the day before the Receiver took over.  

As stated on Pages 9 and 10 of the filing, the company was incredibly healthy: 
-Cash on hand was $18 million.  
-Fixed receivables from merchants totaled $413 million.  
-Retained earnings had grown from approximately $85 million to $104 million prior to the 
COVID-19 crisis.  

"Pre and Post-Covid 19, there is zero default on principal payments to an investor".  
Imagine the bank foreclosing on your home when you have never missed a payment and you 
are siƫng on $100 million in equity. That is exactly what the SEC did. Par Funding had over $100 
million in retained equity and zero investor defaults for eight years. When COVID-19 hit, they 
acted like smart businesspeople: they restructured notes to protect the company and its 
investors. They capitalized on a crisis to ensure survival and profitability, just like every other 
major corporaƟon in the world.  

The SwiŌ and Calculated DestrucƟon 
The SEC claimed this takeover was for the protecƟon of the investors. The reality, as predicted 
by the defense, was immediate devastaƟon.  

The defense warned on Page 7 that the SEC’s acƟons were "ruining a business with excellent 
fundamentals and a strong financial base and essenƟally puƫng it into an ineffecƟve liquidaƟon 
causing huge financial losses".  

They were right. In just the first seven days under the Receiver's control, the damage was 
catastrophic. The filing points out on Page 11 that by locking out the employees who 
understood the complex daily ACH draws, "the total loss in ACH payments is approximately 
$6,592,991.59". Nearly $6.6 million vaporized in a single week because the government 
handed the keys to a Receiver who had no idea how to run the business! 

The destrucƟon did not stop there. The SEC ordered the Receiver to terminate Fox Rothschild, 
the very law firm acƟvely collecƟng the funds needed to repay investors. They expelled 
employees, changed the locks, and shut down Full Spectrum Processing (FSP), which managed 



technology and collecƟons not just for Par Funding, but for completely unrelated businesses like 
solar companies and property management firms.  

These were not just numbers on a spreadsheet; they were real people, thrown out of work in 
the middle of a pandemic. Prior to the SEC's takeover, management—including LaForte and 
McElhone—had refused to lay off a single person during the height of COVID-19 out of loyalty 
and love for their staff, to whom they were incredibly close. The SEC's callous acƟons broke their 
hearts and shaƩered those families' livelihoods.  

A Tragic, Six-Year "I Told You So" 
The defense concluded their 2020 memorandum with a stark warning on Page 13: 
"The SEC - not the Defendants - are creaƟng hundreds of millions of dollars in potenƟal liability 
and losses to large and small investors."  

Today, six years later, that warning reads like a tragic premoniƟon. The business is gone. The 
assets were pillaged. The professionals keep billing. And what was the result of the August 2020 
moƟon itself? Unsurprisingly, Judge Rodolfo Ruiz denied it. Throughout the course of this 
ordeal, Judge Ruiz never once ruled in the defense's favor, thoroughly poisoned by the lies spun 
by the SEC and the Receiver. The defense counsel told the court exactly what would happen on 
August 4, 2020, but jusƟce was blind in the worst conceivable way—and the record proves that 
the defendants and their counsel were right. 
 


