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"Receivership Entities"), submits herewith the Receiver's Third Report to the Court.

Dated: October 2\, 2009
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MALLORY & NATSIS LLP

By:\ , © \> )J QO
MICHAEL R. FARRELL
Attorneys for Receiver
THOMAS A. SEAMAN

Receiver's Third Report to the Court
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UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA
SOUTHERN DIVISION

SECURITIES AND EXCHANGE COMMISSION

VS.

MEDICAL CAPITAL HOLDINGS, INC;
MEDICAL CAPITAL CORPORATION;
MEDICAL CAPITAL PROVIDER FUNDING CORPORATION VI;

SIDNEY M. FIELD; and JOSEPH LAMPARIELLO

RECEIVER'S THIRD REPORT
For the Honorable David O. Carter

Thomas Seaman, CFA
Thomas Seaman Company
3 Park Plaza, Suite 550
Irvine, California 92614
Tel: (949) 222-0551

Fax: (949) 222-0661
tom@thomasseaman.com
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I INTRODUCTION

This third report was prepared by Thomas Seaman, Permanent Receiver
("Receiver") for Medical Capital Holdings, Inc. ("MCH"), Medical Capital Corporation
("MCC"), Medical Provider Funding Corporation VI ("MPFC VI"), and their subsidiaries
and affiliates (collectively, the "Receivership Entities," "Medical Capital" or "MedCap").
At the hearing on September 8, 2009, the Court ordered that the Receiver submit monthly
reports, on or before the 10™ day of each month, to address the status of the receivership
estate and its assets. The Receiver submits this report per the Court's order.

II. SUMMARY OF RECEIVER'S ACTIONS

During the preceding month, the Receiver has focused his attention on preserving
the value of Medical Capital's assets, collecting debts based on various loan and other
agreements, and investigating the potential disposition of numerous assets of the
receivership estate. The Receiver's actions include the following:

° The Receiver continued his medical receivable and loan collection
efforts and has collected approximately $559,150.88 since August 3, 2009.

The Receiver and his team met with and/or had conference calls with
numerous borrowers to discuss potential resolution of outstanding loan
obligations to the various Receivership Entities. Such borrowers include:
Velocity Services/Mail.com; Dr. Robert Aquino (Parkway Hospital,
Capitol Health Management); Dr. Richard Kroop (Valley Health Care);
Trace Life Sciences; Concept 1 Academies; Lavipharm, and Pyramid
Technologies, among others.

° The Receiver completed negotiations with WSL Castle Hill
Retirement, LLC for the sale of Castle Hill Retirement Village in
Thousand Oaks, California for $14.4 million. A purchase and sale
agreement has been executed, and the Receiver has filed his motion
seeking approval to sell the property utilizing an overbid procedure.

° The Receiver has reached a tentative agreement for the sale of
MedCap's interest in Integrated Healthcare Holdings, Inc. and related
entities for approximately $55 million. The Receiver anticipates
exchanging a Letter of Intent in the next few days. Assuming the parties
can reach agreement as to the LOI, then the Receiver will proceed with
sale documents and will file the appropriate motion seeking Court
approval to sell MedCap's interest utilizing an overbid procedure.

° The Receiver has communicated with a number of parties interested in

purchasing some or all of MedCap's interest as lender to Trace Life
Sciences, Inc. One written proposal has been received and the Receiver

840497.01/LA
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expects to receive at least one additional proposal in the coming weeks.
Once an initial agreement is reached, the Receiver intends to seek Court
approval to sell MedCap's interest utilizing an overbid procedure. The
Receiver has continued to communicate with state regulators and local
officials as to various issues at the Trace facility.

The Receiver has received two proposals to purchase the Legacy
Medical Center in Atlanta, Georgia, anticipates receiving one additional
proposal, and expects to select a buyer in the next few days. The Receiver
anticipates selling this asset in the coming months utilizing the same
procedures discussed above.

The Receiver has selected an auctioneer to conduct an auction of the
furniture, fixtures and equipment at the MedCap office building in Tustin,
California, and has selected a broker to list the property for sale. In the
next two weeks, the Receiver anticipates filing the appropriate pleadings
seeking Court approval to sell such property and to enter into contracts
with the auctioneer and broker.

Based on the foregoing efforts, the Receiver expects a significant influx of rnoney
into the receivership estate in the coming months.

III. INVENTORY OF KEY ASSETS

Exhibit A provides an inventory of some of the largest and most significant assets
of the Receivership Entities, together with individual summaries more fully describing
each asset. The summaries included in the Receiver's Second Report will remain in each
report until disposition of the asset and updates will be provided as appropriate. In this
Third Receiver's Report, updates are provided as to the majority of the assets and new
summaries are provided for additional assets. It should be noted that the Receiver's
investigation is contmumg, and that this Report should be considered preliminary and
subject to change.

840497.01/LA
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IV. RECEIVER'S ACCOUNTING AS OF SEPTEMBER 30, 2009

Exhibit C provides financial statements for the receivership estate through
September 30, 2009. An Income and Expense Statement, Balance Sheet and General
Ledger are provided. To date, the estate has received fonds in the amount of
$3,944,178.74. The Receiver disbursed funds in the amount of $1,523,489.14 for
operating expenses of the receivership estate. The Receiver is holding funds in the
amount of $2,420,689.60. No professional fees have been paid.

Dated; October 4, 2009 Respectfully submitted

C Tl bt X&-«M

THOMAS A. SEAMAN, as Receiver for
MEDICAL CAPITAL HOLDINGS,
INC., et al.
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Amount owed

to or invested Exhibit A
Asset Description in by MedCap Page
Acct. Rec. Loans Accounts receivable loans to medical care providers 82.4 9
Trace Life Sciences Radiochemical and pharmaceutical company 28.6 11
NHBC Large employer claims processing manager n/a 13
THHI Non-performing loans for four hospitals 81.4 14

Non-operating hospital and medical office bldg in
Legacy Medical Center  Atlanta 36.6 16
Parkway Hospital Non-operating hospital in New York 76.0 17
Castle Hill Fee ownership of an assisted living facility 25.2 18
Perfect Game Completed film ready for distribution 18.1 19
Home Stretch 118' yacht in Newport Beach, California 4.5 21
15101 Red Hili
Holdings Tustin, California office building 7.8 22
Valley Health Care Accounts Receivable 22.8 23
Concept 1 Academies Loan to company who operated schools in Virginia 1.26 24
Edge Capital Loans to company who funded real estate loans 20 25
Variety of loans and investments in non-medical .

Other Assets ventures 70 26

840497.01/LA
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Medical Accounts Receivable
M_edical Capital Stated Value of A/R Accounts 104 Accounts $625,332,141.00"
Verifiable Accounts Receivable 42 Accounts $80,637,383.00
—  A/R aged under 180 days 6 Accounts 6,114,233.00
—  A/R aged more than 180 days 39 Accounfs 74,523,150.00
- Non-Existent Accounts Receivable 53 Accounts $ 542,894,528.00
- Accounts that no longer exist 46 Accounts 450,987,914.00
—  Accounts with a negativé balance 3 Accounts 1,597,491.00
—  Accounts with collateral transferred to term loans 4 Accounts 90,209,123.33
Judgments on Accounts Receivable 9 Accounts $1,800,230.00

Status as of September 8, 2009:

o The Receiver has identified and contacted all of the Providers who are parties to

an active medical receivable Purchase Agreement. In each case the Receiver has
ascertained the status of the Purchase Agreement and payments due thereunder.
Demand has been made for payments where due and collections are proceeding
using re-hired employees of Medical Capital.

Significant obstacles to collections of accounts receivable exist.

o Some Providers are diverting collections in order to survive following MedCap's

cessation of receivables purchases under its Purchase Agreement and several
Providers are now defunct or insolvent.

Of the 104 medical accounts receivable clients listed on the various NCCR reports
by Medical Capital, 53 of these accounts (totaling $542,894,528) are not viable or
no longer exist. In other words, it appears these 53 accounts may have been valid
accounts at one time many years ago, but this is no longer the case. The Receiver
has identified numerous instances where MedCap manipulated the external
reporting to leave out the age of the batch of receivables, which obfuscated the
value of same. In some cases, the actual amount of the batch has been inflated in
MedCap's records. There are no MediTrak reports to support such accounts as
MediTrak reports either indicate that the accounts are closed or do not list the
accounts at all. There are no active UCC-1 filings for these accounts. There have

1

The value of assets in the company's financial records is vastly less than the amounts set forth in

the Net Collateral Coverage Ratio report which formed the basis for payment of Administrative fees by the
MPEFEC trusts to MCC.
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been no collections or advances on these accounts for many years. It is unlikely
the Receiver will make significant collections on these accounts.

o MCC may have been collecting receivables it did not fund. MCC ran out of cash
in early May 2009, and therefore stopped lending money and purchasing accounts
receivable as required under its Purchase Agreements with Providers. Several
Providers are asserting claims for moneys that MCC collected while in default
under Purchase Agreements.

o Of the verifiable accounts receivable, many Providers have stale and aged
receivables. Of the 104 accounts listed on the various NCCR reports by Medical

Capital;-39-have-severely-aged receivables:—Of the-39-accounts-with-aged
receivables, 31 report that the newest receivables were purchased between 2002
and 2006, totaling $52,055,679. Only two of these accounts show any accounts
receivable purchased in 2008. There were no batches purchased in 2009 for any
of these 39 accounts. Thirty-three of the accounts were aged well beyond

180 days prior to their subsequent purchase via InterCompany Transfer. Given
the age of those receivables, it is unclear how much, if any, can be collected on
these accounts. Ofthe $80,637,383 of real accounts receivable, a mere
$6,114,233 are under 180 days old and therefore potentially collectible.
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