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1

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

2 Capital Corp. ("SBCC"), Investors Prime Fund, LLC ("IPF"), SBC Portfolio Fund, LLC ("SPF")
3 and their subsidiaries and affiliates, including Small Business Capital, LLC ("SBC LLC") and
4 SBC Senior Commercial Mortgage Fund, LLC ("SCMF") (collectively, "Receivership Entities"),
5 submits this Tenth Interim Report. The Receiver has previously filed nine quarterly status reports.
6 This Tenth Interim Report covers the Receiver's activities during the three-month period from July
7 1, 2014 through September 30, 2014, and also provides inception-to-date accounting information.
I.

8
9

EXECUTIVE SUMMARY

Operations of the Receivership Entities were stable during the third quarter of 2014.

10 Operating revenue for the quarter was $470,000.66 and is comprised of loan interest income of
11 $223,413.86, servicing revenue of $242,175.87, and late fees of $1,765.41. The operating
12 expenses of managing the assets and administering the receivership estate, including fees of the
13 Receiver and his counsel for six months that were paid during the quarter, were $569,982.31. The
14 loans generated a profit of for the quarter of $391,063. Total receipts were $2,975,327.63, while
15 disbursements were $2,785,231.43 and the cash balance increased by $190,096.20 from
16 $5,582,709.81 to $5,772,806.01.
17

Significant progress was made in servicing and resolving non-performing loans. The loans

18 are being properly serviced and the Receiver is in compliance with all requirements of the Small
19 Business Administration's ("SBA") SOP 5057, the standard operating procedure that SBA lenders
20 are required to follow. Collection efforts on problem loans have been successful. Specific actions
21 taken on various problem loans are set forth in detail below.
22

During the quarter the Receiver marketed the portfolios for sale in accordance with the

23 Court's May 9, 2014 order approving of the sales procedures for loan portfolios. In October, the
24 highest bidder for the 504/FMLP loan portfolio and non-SBA loans was selected and presented to
25 the SBA for approval. The sales price of the 504/FMLP loans is anticipated to be 110% of the
26 retained portion of the unpaid loan balance. The non-SBA loans, which are considerably more
27 risky, will likely be sold to the same buyer for 60% of the unpaid balance. The sale proceeds for
28 the loans are expected to be approximately $8.1 million. The Receiver expects to file a motion
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1 confirming the sale in the next few days. The hearing on the sale motion is presently set for
2 February 5, 2014, however, the Receiver will be seeking an earlier date. The Receiver will also
3 seek approval to distribute the proceeds of the sale to investors at that time.
4

Efforts to sell the 7-A loans and the SBA license continue. The deadline for indicative

5 bids from the bidders pre-qualified by the SBA is December 10, 2014.
6

Following the closing of these sales, the Receiver will be much closer to closing the

7 receivership and make final distributions.
II.

8
9

A.

11

Operations and Accounting
1.

10

SUMMARY OF RECEIVER'S ACTIVITIES

Post-Receivership Receipts and Disbursements

Attached hereto as Exhibit A are accounting reports reflecting the post-receivership

12 receipts and disbursements.
13

Exhibit A provides cash basis financial statements through September 30, 2014, and

14 includes a Profit and Loss Statement, Balance Sheet, and a redacted General Ledger for July,
15 August and September 2014. The total gross receipts to the estate during the three-month period
16 were $2,975,327.63, comprised of loan interest income of $223,413.86, loan servicing income of
17 $242,175.87, Coast Capital payments of $2,645.52, late fees of $1,765.41, bank interest income of
18 $116.56, net loan payments from borrowers owing to participants in the amount of $2,216,351.84,
19 and loan principal repayments of $288,858.57.
20

Total disbursements during the quarter were $2,785,231.43, payments to lending

21 participants of $2,216,351.85, a credit of $1,602.73 to advances to borrowers added to the unpaid
22 balances of the loans, return of a bidders deposit of $500, and operating expenses of $569,982.31,
23 which includes approved professional fees of $522,159.41 for two quarters and one month of
24 servicing fees. The Profit and Loss statement on page 1 of Exhibit A provides a summary of all
25 operating expenses and costs of administration. The Receiver was holding cash in the total
26 amount of $5,772,806.01 as of September 30, 2014. The unpaid balance of the retained portion of
27 the loans is $14,831,658 as of September 30, 2014, without adjustment for loan loss reserves.
28
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1

From inception of the receivership through September 30, 2014, the total gross receipts are

2 $41,987,310.28, comprised of cash on hand at the time of the Receiver's appointment of
3 $10,249,494.45, loan interest income of $2,593,759.75, loan servicing revenue of $2,672,426.22
4 net loan payments from borrowers owing to participants the amount of $16,729,620.30, loan
5 principal repayments of $8,269,794.10, rental income of $50,830, Coast Capital revenue of
6 $73,154.62, late fees of $39,118.99, refunds of $56,785.28, proceeds from asset sales of
7 $1,242,838.22, and bank interest income of $9,488.35.
8

From inception of the receivership through September 30, 2014, the total disbursements

9 were $36,214,504.27, comprised of distributions to investors of $15,023,143.49, payments to
10 lending participants of $16,715,242.75, operating expenses of $1,063,272.18, Receiver's fees of
11 $1,125,795.65, Receiver's counsel's fees and expenses of $735,825.13, taxes of $816,945.82,
12 payments on the Natoma REO mortgage of $400,140.04, Feathers' living expenses of $30,000,
13 and loan funding and advances of $304,139.21.
2.

14
15

Receiver and Professional Fees and Costs

The Receiver’s fees for the quarter were incurred as follows:

16
17
18
19
20

July 2014

$62,979.50

August 2014

$71,097.00

September 2014

$72,226.00

The Receiver's fees declined from the prior quarter by approximately 6.4%. From

21 inception through September 30, 2014, the Receiver incurred fees of $1,974,253, or 4.7% of the
22 gross receipts for the 28-month duration of the receivership, an average of $70,509 per month.
23

Allen Matkins' fees and costs for the quarter were approximately $115,472.70 or

24 approximately 3.9% of the gross receipts to the receivership estate. From inception through
25 September 30, 2014, Allen Matkins' incurred fees of approximately $1,284,404.28, or
26 approximately 3.0% of the gross receipts.
27

To date, $1,864,620.78 has been paid in Court-approved professional fees and costs to the

28 Receiver and his counsel, representing 4.4% of gross receipts. The Receiver's unpaid fees through
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1 September 30, 2014, are approximately $848,457.35 and Allen Matkins' unpaid fees and expenses
2 are approximately $568,761.95. The total unpaid professional fees are therefore approximately
3 $1,417,219.30.
4

The Receiver has operated the Receivership Entities efficiently at a vastly lower cost than

5 prior to his appointment. More specifically, prior to the appointment of the Receiver, the
6 operating expenses of the Receivership Entities were $290,000 per month. This resulted in a cash
7 shortfall of $490,000 per month and the equity of the Receivership Entities was dissipating
8 rapidly. As discussed above, the cash flow is now stabilized and, excluding the $15 million
9 distribution to investors, the cash balance has increased by $10.3 million since the Receiver's
10 appointment. The Receiver's fees associated with operating the companies, as well as for
11 administering the receivership estate, were approximately $206,000 in the third quarter (on
12 average, $68,700 per month), or 76.3% less than the Receivership Entities' operating expenses
13 prior to the Receiver's appointment.
3.

14
15

Loan Portfolio and Loan Servicing

The Receivership Entities held 54 loans as of September 30, 2014, with unpaid principal of

16 approximately $14.831 million. When the Receiver was appointed there were 72 loans; 18 loans
17 have since been paid-off. Portions of the majority of the loans had been sold to unrelated parties,
18 with the remaining portion held by the Receivership Entities. All REO properties formerly held
19 by the Receivership Entities as a result of previously defaulted loans have been sold pursuant to
20 the Court's order authorizing such sales.
(a)

21
22

Impaired Loans

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

23 progress in collecting and resolving problem loans. There are eight loans on the watch list—four
24 7(a) loans, two 504 FMLP loans, and two non-SBA loans. The Receiver is pleased to report only
25 one of the watch list loans is in monetary default and not making payments.
(i)

26
27

7(a) Loans Watch List

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

28 balance for this loan is $1,736,702.78. This is an SBA 7(a) loan secured by a first trust deed on
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1 property located at 1205 W. 17th Street, Santa Ana, California and a second trust deed on a multi2 unit property located at 17616 Sherman Way, Van Nuys, California. SBC LLC owns 10% of this
3 loan. To date, the loan is current and borrower continues to pay as agreed. All current and
4 delinquent property taxes have been paid. The business appears to be operating at a profit. No
5 evidence of any deferred maintenance was noted at the property during the recent site inspection.
6 The loan is well secured by the real and personal property collateral as well as personal guaranties.
7 The Receiver continues to monitor the loan.
8

Bragato Paving Company: The unpaid principal balance for this loan is $1,745,763.01.

9 This is an SBA 7(a) loan secured by a first trust deed on property located at 500 – 506 Bragato
10 Road, San Carlos, California and a second trust deed on property located at 2141 San Carlos
11 Avenue, San Carlos, California. SBC LLC owns 10% of this loan. The loan is current. Property
12 taxes for the current year have been paid. The borrower has an installment payment plan with the
13 San Mateo County Tax Collector's Office for the prior year delinquencies. The borrower had also
14 accrued significant late charges which the Receiver has now fully collected over time.
15

8098 Professional Building, Ltd.: The principal balance on this loan is $1,528,840.42.

16 This loan is secured by a first mortgage on property located at 8094 – 8098 Market Street, Warren,
17 Ohio. SBC LLC owns 25% of this loan. The loan is current and borrower continues to pay as
18 agreed. Property taxes for the current year have been paid and the borrower is current under his
19 installment payment plan for the prior delinquent property taxes. Also, the borrower agreed to pay
20 the outstanding late charges under an installment payment plan. Payment of the late charges per
21 the plan commenced on April 10, 2014, and has been paid in full. All other technical default(s), if
22 any, have been cured by the borrower. The loan is now fully compliant and performing and being
23 removed from the watch list.
24

Meyers Castle: This was added to the watch list during the first quarter of 2014. There are

25 two loans with unpaid balances of $1,549,964.64 and $1,127,066.40 respectively. SBC LLC owns
26 24% of these loans. The loans were brought current and the borrower resolved the property tax
27 issue. Also, the borrower agreed to pay the outstanding late charges under an installment payment
28 plan, and paid them. Recently, issues with unpaid insurance premiums have arisen and the
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1 Receiver is advancing a premium in order to protect the collateral. The cost is being added to the
2 unpaid balance.
(ii)

3
4

504 Loans Watch List

White Walls: The principal balance on this loan is $688,114.50. This is an SBA 504

5 FMLP loan originated by IPF. The loan is current and the borrower pays as agreed but is a slow
6 payer. With the assistance of the Receiver, the borrower entered into an installment payment plan
7 with the County Tax Collector's Office. Also, the borrower has made progress to cure the
8 additional loan covenant violations (Mechanics Lien, IRS Tax Lien, and Domestic Disputes of
9 Obligors/Guarantors).
10

3 AM, LLC: The principal balance on this loan is $4,059,408.77. This is an SBA 504

11 FMLP loan purchased by SCMF from an unrelated party. Subsequently, 85% of the loan was
12 pooled and sold to an unrelated party. The loan is secured by a first trust deed on a hotel property
13 located at 8850 Hampton Mall Drive North, Capitol Heights, Maryland, as well as a UCC-1
14 security interest in the furniture and fixtures at the hotel. The foreclosure sale was conducted on
15 December 2, 2014. The property was sold to a third party for $4 million. The Receiver expects to
16 receive the proceeds on or around December 19, 2014. The foreclosure was concluded after much
17 difficulty and expense due to the borrower filing multiple bankruptcies and fighting the lender in
18 bankruptcy court including violating cash collateral agreements. This loan has consumed
19 considerable resources of the estate both in terms of cash payments to cure the property taxes,
20 payment of legal and collections expenses, force placed insurance, and other expenses, in addition
21 to the cost of complying with the SBAs procedures for administering foreclosures. With the sale
22 of to a third party, the Receiver will be able to recoup most, if not all, of these expenses.
(iii)

23
24

Non-SBA Loans Watch List

Kallapa Rampur: The unpaid principal balance on this loan currently is $2,047,050.73.

25 The collateral is a gas station located at 4500 Park Boulevard in Oakland, California. This loan
26 has had chronic monetary defaults. The Receiver sought to stabilize the loan before marketing it
27 for sale in order to obtain a stabilized price for the asset. The terms of the forbearance are as
28 follows. Principal in the amount to of $200,000 was forgiven provided that all payments for the
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1 term of the loan are timely paid. The amount of the forgiveness is based upon the appraised value
2 of the collateral. The Receiver paid the unpaid property tax delinquency which increased the
3 unpaid balance. The interest rate was increased from 5% to 6%. The unpaid principal adjusted for
4 the foregoing forgiveness of debt and additional advance is amortized over a twenty year term, due
5 in ten years. Payments must be made by Automated Clearing House payment (ACH) on the first
6 of the month. Since execution of the forbearance agreement, all loan payments have been made.
7 The Receiver believes now that the loan is performing with a reasonable amount of collateral and
8 there is a significant deterrent to future monetary defaults such that prospective bidders will make
9 an appropriate bid for it. The Receiver continues to closely monitor the borrower's performance to
10 ensure the borrower is in full compliance with the forbearance agreement. The Receiver expects
11 the loan to sell for 60% of its unpaid balance.
Dunn/Pajaro Street, Inc.: The principal balance on this loan is currently $20,000.00. This

12

13 unsecured interest-only loan of $30,000 was purchased by SPF from another lender on June 21,
14 2012, three months before it was scheduled to mature. The Receiver requires $500 monthly
15 principal reductions in addition to the interest. The borrower is current on all loan payments. All
16 current/delinquent property taxes have been paid in full. The Receiver continues to closely
17 monitor the borrower's payment performance pursuant to the agreement. The Receiver expects
18 this loan to sell for 60% of its unpaid balance.
19 ///
20 ///
21 ///
22 ///
23 ///
24 ///
25 ///
26 ///
27 ///
28 ///
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1

B.

Analysis of Loans

2

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

3 portfolio. The following table provides the number and amount of loans held by each entity.
Loan
Sen. Comm.
4
Summary
IPF
SBC LLC
SPF
Mortgage
Total
5
7(a) SBA Loans
6
# of loans
36
36
$ value
5,895,346
5,895,346
7
8

504 SBA Loans

9
10

# of loans
$ value

1
1,037,310

4
3,079,935

Non-SBA loans
# of loans
$ value

1
2,047,051

2
52,864

Total
# of loans
$ value

2
3,084,361

10
2,719,380

15
6,836,626

11
12
13
14
15
16
17

37
5,895,346

6
3,132,799

-

10
2,719,380

3
2,099,915

55
14,831,885

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

18 not include the allowance for loan losses of $985,000 estimated by the Receiver, which is lower
19 than the $2.284 million set forth in the Receiver's Forensic Accounting due to repayment of
20 certain loans discussed above and changing circumstances of the borrowers and collateral values.
21 The net par value of the retained portion of the loans is therefore estimated at $13,846,855.
22

C.

23

The Receiver filed an action against Business Bank ("CBB") and the directors and officers

Litigation Against California Business Bank

24 named in the Receiver's complaint other than N. Aaron Yashouafar ("Individual Defendants")
25 arising out of, among other things, misrepresentations made to the Receivership Entities in
26 connection with the sale of CBB stock. The parties participated in a mediation with a Court27 assigned mediator on November 19, 2013, in San Francisco. The case did not settle.
28
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/s/ David R. Zaro
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1

PROOF OF SERVICE

2

Securities and Exchange Commission v. Small Business Capital Corp; Mark Feathers, et al.
USDC, Northern District of California – San Jose Division – Case No. 5:12-cv-03237-EJD

3
I am employed in the County of Los Angeles, State of California. I am over the age of 18
4 and not a party to the within action. My business address is 515 S. Figueroa Street, 9th Floor, Los
Angeles, California 90071-3398.
5
A true and correct copy of the foregoing document(s) described below will be served in the
6
manner indicated below:
7
RECEIVER'S ELEVENTH INTERIM REPORT
8 1.

TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING
("NEF") – the above-described document will be served by the Court via NEF. On
December 12, 2014, I reviewed the CM/ECF Mailing Info For A Case for this case and
determined that the following person(s) are on the Electronic Mail Notice List to receive
NEF transmission at the email address(es) indicated below:

9
10
11



Eric James Adams
eric.adams@sba.gov



John Brian Bulgozdy
bulgozdyj@sec.gov,LAROFiling@sec.gov,delgadilloj@sec.gov,mitchells@sec.gov,
berryj@sec.gov,irwinma@sec.gov



California Business Bank
rormond@buchalter.com



Lynn Marie Dean
deanl@sec.gov,larofiling@sec.gov,mitchells@sec.gov,berryj@sec.gov
irwinma@sec.gov



Ted Fates
tfates@allenmatkins.com,bcrfilings@allenmatkins.com,jbatiste@allenmatkins.com



Susan Frances Hannan
hannans@sec.gov



John M. McCoy , III
mccoyj@sec.gov



Richard Paul Ormond
rormond@buchalter.com,jwright@buchalter.com,clazo@buchalter.com



Loraine L. Pedowitz
lpedowitz@allenmatkins.com



Thomas A. Seaman
tom@thomasseaman.com



David Robert Zaro
dzaro@allenmatkins.com

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
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3
4
5
6
7
8
9
10

2.

SERVED BY U.S. MAIL OR OVERNIGHT MAIL (indicate method for each person
or entity served): On December 12, 2014 , I served the following person(s) and/or
entity(ies) in this case by placing a true and correct copy thereof in a sealed envelope(s)
addressed as indicated below. I am readily familiar with this firm's practice of collection
and processing correspondence for mailing. Under that practice it is deposited with the
U.S. postal service on that same day in the ordinary course of business. I am aware that on
motion for party served, service is presumed invalid if postal cancellation date or postage
meter date is more than 1 (one) day after date of deposit for mailing in affidavit.
Pro Se Defendant
Mark Feather
1520 Grant Road
Los Altos, CA 94024
650.776.2496 (phone) | 650.961.2382 (fax)
markfeathers@sbcglobal.net

Via Overnight Mail

I declare under penalty of perjury under the laws of the United States of America that the
foregoing is true and correct. Executed on December 12, 2014 at Los Angeles, California.

11
12

/s/ Martha Diaz

13

Martha Diaz

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
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