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Item 2.02. Results of Operations and Financial Condition.
 

On November 14, 2019, Sachem Capital Corp. (the “Company”) issued a press release, a copy of which is attached hereto as Exhibit 99.1 and is incorporated herein
by reference, announcing financial results for the three and nine month periods ended September 30, 2019.
 
Item 7.01. Regulation FD Disclosure.
 

On November 15, 2019, the Company hosted a conference call for investors to discuss its operating results for three and nine month periods ended September 30, 2019
and its financial condition at that date, as well as other relevant matters. A transcript of the call is attached hereto as Exhibit 99.2.
 

The information furnished pursuant to this Item 7.01 shall not be deemed to constitute an admission that such information is required to be furnished pursuant to
Regulation FD or that such information or exhibits contain material information that is not otherwise publicly available. In addition, the Company does not assume any
obligation to update such information in the future.
 
Item 8.01. Other Events.
 

On November 7, 2019, the Company issued a press release announcing the closing of its previously announced public offering of $30.0 million of 6.875% unsecured,
unsubordinated notes due 2024 (the “Closing Press Release”). A copy of the Closing Press Release is attached as Exhibit 99.3, to this Current Report on Form 8-K.

  
Item 9.01. Financial Statements and Exhibits.
 
 (d) Exhibits
  

Exhibit
No.  

 
Description

   
99.1  Press release, dated November 14, 2019, announcing financial results for the three and nine month periods ended September 30, 2019.

   
99.2  Transcript of investor conference call held on November 15, 2019.

   
99.3  Closing Press Release, dated November 7, 2019.

 
In accordance with General Instruction B.2 of Form 8-K, the information in this Current Report on Form 8-K, furnished pursuant to Items 2.02 and 7.01, including

Exhibits 99.1 and 99.2, respectively, shall not be deemed to be “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or
otherwise subject to the liability of that section, and shall not be incorporated by reference into any registration statement or other document filed under the Securities Act of
1933, as amended, or the Exchange Act, except as shall be expressly set forth by specific reference in such filing.

 
* * * * *   
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SIGNATURES
 

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned hereunto
duly authorized.
  
 Sachem Capital Corp.
   
   
Dated:   November 18, 2019 By: /s/John L. Villano
  John L. Villano, CPA
  Co-Chief Executive Officer and Chief Financial

Officer
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99.1  Press release, dated November 14, 2019, announcing financial results for the three and nine month periods ended September 30, 2019.

   
99.2  Transcript of investor conference call held on November 15, 2019.
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FOR IMMEDIATE RELEASE
 

Sachem Capital Reports Revenue of $3.4 Million and
Net Income of $2.1 Million for the Third Quarter of 2019

 
Further Enhances Balance Sheet to Promote Growth and Expansion

 
Conference Call and Webcast to be Held at 11:00 AM EST on November 15, 2019

 
Branford, Connecticut, November 14, 2019 -- Sachem Capital Corp. (NYSE American: SACH) today announced its financial results for the third quarter ended September
30, 2019. In addition, the company announced that it will host a conference call on November 15, 2019 at 11:00 a.m. Eastern Standard Time to discuss its financial condition
and operating results for the three and nine months ended September 30, 2019.
 
John Villano, CPA, co-chief executive officer and chief financial officer of Sachem Capital Corp., stated, “I am pleased to report that revenue for the third quarter of 2019
increased 10.7% to $3.4 million and net income increased 4.7% to $2.1 million, compared to the same period last year. In addition, our earnings per share for the third quarter
improved sequentially to $0.10 compared to $0.06 for the second quarter of 2019. We believe these improved results validate our strategy to restructure our balance sheet as we
have started to deploy the capital we raised during the first six months of the year. While we continue to be highly selective as we review lending opportunities, the demand for
our products and services is robust and we are well capitalized with a much stronger balance sheet, which gives us greater flexibility to execute our growth strategy. With
approximately $40 million of available capital, including the net proceeds from our recent note offering, we believe we are well positioned heading into the fourth quarter and
2020, in terms of both revenue growth and profitability. Overall, we believe we have built a highly scalable business model to drive both cash flow and value for our
shareholders.”
 
Results of operations – three months ended September 30, 2019
 
Total revenue for the three months ended September 30, 2019 was approximately $3.4 million compared to approximately $3.1 million for the three months ended September
30, 2018, an increase of approximately 10.7%. Compared to the 2018 period, for the 2019 period, interest income was higher by approximately $171,000, origination fees were
higher by approximately $114,000 and other income was higher by approximately $150,000. These increases were offset by reductions of approximately $107,000 in gain on
sale of real estate and approximately $42,000 in late fee income.
 
Total operating costs and expenses for three months ended September 30, 2019 were approximately $1.3 million compared to $1.1 million for the three months ended September
30, 2018, an increase of approximately 21.6%. The increase in operating costs and expenses is primarily attributable to increases in interest and amortization of deferred
financing costs of approximately $44,000 reflecting the increase in the mortgage loan portfolio, professional fees approximately $51,000 and compensation, fees and taxes of
approximately $132,000 offset by stock-based compensation of approximately $25,000 and general and administrative expenses of approximately $11,000.
 
Net income for the three months ended September 30, 2019 was approximately $2.1 million, or $0.10 per share, compared to $2.0 million, or $0.13 per share for the three
months ended September 30, 2018.
 

 



 

 
Results of operations – nine months ended September 30, 2019
 
Total revenue for the nine months ended September 30, 2019 was approximately $9.8 million compared to approximately $8.8 million for the nine months ended September 30,
2018, an increase of approximately $980,000, or 11.1%. The increase in revenue resulted from an increase in lending operations. For the 2019 period, interest income was
approximately $7.5 million, net origination fees were approximately $1.2 million and other income was approximately $650,000. In comparison, for the nine months ended
September 30, 2018, interest income was approximately $6.6 million, net origination fees were approximately $1.1 million and other income was approximately $675,000. Fee
income increased by approximately $61,000. These increases were offset, in part, by a reduction in gain on the sale of real estate of approximately $100,000.
 
Total operating costs and expenses for nine months ended September 30, 2019 were approximately $4.5 million compared to $2.7 million for the nine months ended September
30, 2018, an increase of approximately 70.0%. The increase in operating costs and expenses is primarily attributable to $780,000 of expense incurred in connection with the
termination of the Webster Credit Facility. In addition to that expense being a non-recurring charge, $439,446 represents a write-off of unamortized deferred financing costs, a
non-cash item. Interest and amortization of deferred financing costs increased approximately $512,000 reflecting the increase in the mortgage loan portfolio, as well as an
increase in the interest rate on the Webster Facility and the slightly higher cost of capital on our unsecured bonds, a $423,000 increase in compensation expense (including
stock-based compensation) and an $86,000 increase in general and administrative expenses.
 
Net income for the nine months ended September 30, 2019 was approximately $5.3 million, or $0.30 per share. In comparison, net income for the nine months ended
September 30, 2018 was $6.1 million, or $0.40 per share.
 
Investor Conference Call
 
The company will host a conference call on November 15, 2019 at 11:00 a.m., Eastern Standard Time, to discuss the company’s financial results for the third quarter ending
September 30, 2019 as well as the company’s corporate progress and other meaningful developments.
 
Interested parties can access the conference call by calling 844-602-0380 for U.S. callers, or +862-298-0970 for international callers. The call will be available on the company’s
website via webcast at https://www.sachemcapitalcorp.com. John Villano, Co-Chief Executive Officer and Chief Financial Officer will lead the conference call.
 
A webcast will also be archived on the company’s website and a telephone replay of the call will be available approximately one hour following the call, through 11:00 a.m. on
November 29, 2019, and can be accessed by calling: 877-481-4010 for U.S. callers or +919-882-2331 for international callers and entering conference ID: 56830.
 
About Sachem Capital Corp.
 
Sachem Capital Corp. specializes in originating, underwriting, funding, servicing and managing a portfolio of first mortgage loans. It offers short term (i.e., three years or less)
secured, nonbanking loans (sometimes referred to as “hard money” loans) to real estate investors to fund their acquisition, renovation, development, rehabilitation or
improvement of properties located primarily in Connecticut. The Company does not lend to owner occupants. The company’s primary underwriting criteria is a conservative
loan to value ratio. The properties securing the company’s loans are generally classified as residential or commercial real estate and, typically, are held for resale or investment.
Each loan is secured by a first mortgage lien on real estate. Each loan is also personally guaranteed by the principal(s) of the borrower, which guaranty may be collaterally
secured by a pledge of the guarantor’s interest in the borrower. The company also makes opportunistic real estate purchases apart from its lending activities. The company
believes that it qualifies as a real estate investment trust (REIT) for federal income tax purposes and has elected to be taxed as a REIT beginning with its 2017 tax year.
 

 



 

 
Forward Looking Statements
 
This press release may contain forward-looking statements. All statements other than statements of historical facts contained in this press release, including statements
regarding our future results of operations and financial position, strategy and plans, and our expectations for future operations, are forward-looking statements. The words
“anticipate,” “estimate,” “expect,” “project,” “plan,” “seek,” “intend,” “believe,” “may,” “might,” “will,” “should,” “could,” “likely,” “continue,” “design,” and the
negative of such terms and other words and terms of similar expressions are intended to identify forward- looking statements.
 
We have based these forward-looking statements largely on our current expectations and projections about future events and trends that we believe may affect our financial
condition, results of operations, strategy, short-term and long-term business operations and objectives and financial needs. These forward-looking statements are subject to
several risks, uncertainties and assumptions as described in our Annual Report on Form 10-K for 2018 filed with the U.S. Securities and Exchange Commission on March 29,
2019. Because of these risks, uncertainties and assumptions, the forward-looking events and circumstances discussed in this press release may not occur, and actual results
could differ materially and adversely from those anticipated or implied in the forward-looking statements.
 
You should not rely upon forward-looking statements as predictions of future events. Although we believe that the expectations reflected in the forward-looking statements are
reasonable, we cannot guarantee future results, level of activity, performance or achievements. In addition, neither we nor any other person assumes responsibility for the
accuracy and completeness of any of these forward-looking statements. We disclaim any duty to update any of these forward-looking statements.
 
All forward-looking statements attributable to us are expressly qualified in their entirety by these cautionary statements as well as others made in this press release. You should
evaluate all forward-looking statements made by us in the context of these risks and uncertainties.
 
Investor & Media Contact:
Crescendo Communications, LLC
Email: sach@crescendo-ir.com
Tel: (212) 671-1021
 
 

 



 

  
BALANCE SHEETS

  
  September 30,   December 31,  
  2019   2018  

  (Unaudited)   (Audited)  
Assets         
Assets:         

Cash  $ 11,004,943  $ 99,310 
Cash - restricted   -   59,549 
Escrow deposits   -   12,817 
Mortgages receivable   89,020,538   78,011,653 
Mortgages receivable, affiliate   -   879,457 
Interest and fees receivable   1,431,414   1,397,038 
Other receivables   222,237   155,000 
Due from borrowers   843,409   695,218 
Prepaid expenses   37,171   14,866 
Property and equipment, net   1,320,424   1,180,107 
Deposits on property and equipment   49,881   12,000 
Real estate owned   5,310,523   2,943,438 
Deferred financing costs   38,351   553,597 

         
Total assets  $ 109,278,891  $ 86,014,050 

         
Liabilities and Shareholders' Equity         
Liabilities:         

Unsecured unsubordinated fixed rate notes (net of deferred financing costs of $1,242,192)  $ 22,420,808  $ - 
Line of credit   -   27,219,123 
Mortgage payable   788,148   290,984 
Accounts payable and accrued expenses   131,901   316,413 
Security deposits held   7,800   7,800 
Funds held in escrow   25,000   - 
Advances from borrowers   498,504   317,324 
Due to shareholder   -   1,200,000 
Deferred revenue   1,067,667   1,058,406 
Notes payable   68,634   - 
Capital leases payable   11,573   - 
Dividend payable   -   2,624,566 
Accrued interest   3,323   176,619 

Total liabilities   25,023,358   33,211,235 
         
Commitments and Contingencies         
         
Shareholders' equity:         
Preferred shares - $.001 par value; 5,000,000 shares authorized; no shares issued   -   - 
Common stock - $.001 par value; 50,000,000 shares authorized; 22,088,325 and 15,438,621 issued and outstanding   22,088   15,439 
Paid-in capital   83,787,674   53,192,859 
Retained earnings (accumulated deficit)   445,771   (405,483)

Total shareholders' equity   84,255,533   52,802,815 
Total liabilities and shareholders' equity  $ 109,278,891  $ 86,014,050 

 

 



 

 
STATEMENTS OF OPERATIONS

(unaudited)
 
  Three Months   Nine Months  
  Ended September 30,   Ended September 30,  
  2019   2018   2019   2018  
Revenue:                 

Interest income from loans  $ 2,442,750  $ 2,272,100  $ 7,509,155  $ 6,610,273 
Origination fees, net   497,237   383,322   1,202,777   1,071,921 
Late and other fees   18,149   59,949   205,182   144,031 
Processing fees   44,870   30,680   121,470   101,480 
Rental income, net   9,446   10,136   82,350   87,865 
Other income   353,671   175,271   650,202   674,830 
Net gain on sale of real estate   12,927   119,666   20,076   119,666 

                 
Total revenue   3,379,050   3,051,124   9,791,212   8,810,066 

                 
Operating costs and expenses:                 

Interest and amortization of deferred financing costs   537,878   493,992   1,611,332   1,098,912 
Stock based compensation   4,107   29,250   12,327   29,250 
Professional fees   105,053   54,330   259,275   212,789 
Compensation, fees and taxes   476,404   344,266   1,325,822   886,024 
Exchange fees   11,343   10,000   32,850   26,667 
Other expenses and taxes   39,355   7,669   70,683   67,668 
Expense in connection with termination of LOC   -   -   779,641   - 
Excise tax   -   -   -   19,000 
Depreciation   18,618   6,834   44,286   20,302 
General and administrative expenses   131,206   142,119   400,561   314,839 

                 
Total operating costs and expenses   1,323,964   1,088,460   4,536,777   2,675,451 

                 
Net income  $ 2,055,086  $ 1,962,664  $ 5,254,435  $ 6,134,615 

                 
Basic and diluted net income per common share outstanding:                 

Basic  $ 0.10  $ 0.13  $ 0.30  $ 0.40 
Diluted  $ 0.10  $ 0.13  $ 0.30  $ 0.40 

                 
Weighted average number of common shares outstanding:                 

Basic   21,336,870   15,433,000   17,622,480   15,421,555 
Diluted   21,336,870   15,433,000   17,662,480   15,421,555 

 
 

 



 

  
STATEMENTS OF CASH FLOW

(unaudited)
 
  Nine Months  
  Ended September 30,  
  2019   2018  
CASH FLOWS FROM OPERATING ACTIVITIES         
Net income  $ 5,254,435  $ 6,134,615 

Adjustments to reconcile net income to net cash provided by operating activities:         
Amortization of deferred financing costs   159,872   90,165 
Depreciation expense   44,286   20,302 
Stock based compensation   12,327   29,250 
Gain on sale of real estate   (20,076)   (119,666)
Abandonment of office furniture   12,000   - 
Costs in connection with termination of line of credit   439,446   - 
Changes in operating assets and liabilities:         

(Increase) decrease in:         
Escrow deposits   12,813   111,189 
Interest and fees receivable   (454,487)   (916,672)
Other receivables   (67,237)   (150,520)
Due from borrowers   2,122,939   (308,866)
Prepaid expenses   (22,305)   (23,093)
Deposits on property   (37,881)   - 

(Decrease) increase in:         
Due to note purchaser   (176,619)   (723,478)
Accrued interest   3,323   117,128 
Accrued expenses   (159,512)   (295,734)
Deferred revenue   9,261   44,265 
Advances from borrowers   180,889   (243,387)

Total adjustments   2,059,039   (2,369,117)
NET CASH PROVIDED BY OPERATING ACTIVITIES   7,313,474   3,765,498 
         
CASH FLOWS FROM INVESTING ACTIVITIES         

Proceeds from sale of real estate owned   362,136   672,538 

Acquisitions of and improvements to real estate owned   (443,217)   (104,799)
Purchase of property and equipment   (196,603)   (331,386)
Principal disbursements for mortgages receivable   (42,163,704)   (37,278,346)
Principal collections on mortgages receivable   27,917,331   20,958,280 

NET CASH USED FOR INVESTING ACTIVITIES   (14,524,057)   (16,083,713)
         
CASH FLOWS FROM FINANCING ACTIVITIES         

Proceeds from notes sold to shareholder   1,017,000   - 
Repayment of notes sold to shareholder   (2,217,000)   - 
Proceeds from line of credit   42,720,829   61,067,401 
Repayment of line of credit   (69,939,952)   (43,648,867)
Dividends paid   (7,027,746)   (4,935,365)
Pre-offering costs incurred   -   (853)
Financing costs incurred   (6,836)   (566,886)
Proceeds from mortgage payable   795,000   - 
Repayment of mortgage payable   (297,837)   (7,535)
Proceeds from notes payable, net   68,634   - 
Proceeds from issuance of common stock   30,736,148   - 
Cost associated with the issuance of common stock   (147,002)     
Proceeds from issuance of bonds   23,663,000   - 
Cost associated with the issuance of notes   (1,307,571)   - 

NET CASH PROVIDED BY FINANCING ACTIVITIES   18,056,667   11,907,895 
         
NET INCREASE (DECREASE) IN CASH AND RESTRICTED CASH   10,846,084   (410,320)
         
CASH AND RESTRICTED CASH- BEGINNING OF YEAR   158,859   954,223 
         
CASH AND RESTRICTED CASH - END OF PERIOD  $ 11,004,943  $ 543,903 
 

 
 

 



 

 
STATEMENTS OF CASH FLOW (Continued)

 
  September 30,   September 30,  
  2019   2018  

  (Unaudited)   (Unaudited)  
SUPPLEMENTAL DISCLOSURES OF CASH FLOWS         
INFORMATION         

Taxes paid  $ -  $ 19,000 
Interest paid  $ 472,329  $ 1,008,747 

 
SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING AND FINANCING ACTIVITIES
 
During the nine months ended September 30, 2018, the Company purchased a mortgage receivable from a third party at a discount in the amount of $21,433.
 
Real estate acquired in connection with the foreclosure of certain mortgages, inclusive of interest and other fees receivable, during the nine months ended September 30, 2018
amounted to $2,369,196.
 
The reversal of previously accrued capitalized costs during the nine months ended September 30, 2018, amounted to $6,212.
 
Real estate acquired in connection with the foreclosure of certain mortgages, inclusive of interest and other fees receivable, during the nine months ended September 30, 2019
amounted to $2,265,927.
 
During the nine months ended September 30, 2019, the Company purchased equipment for $13,005 subject to a capital lease.
 
During the nine months ended September 30, 2019 Mortgages receivable, affiliate in the amount of $879,457 were reduced to $0 as the underlying loans were transferred to the
Company and are included in Mortgages receivable.          
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Participants

David Waldman – Investor Relations
John Villano CPA - Co-Chief Executive Officer, and Chief Financial Officer

 
Analysts

Ben Zucker – Aegis Capital
Jim Altschul – Aviation Advisory Service
Jordan Grode
 

Presentation
 
Operator
Good day, ladies and gentlemen, and welcome to the Sachem Capital Third Quarter 2019 conference call. All lines have been placed on a listen-only mode, and the floor
will be open for questions and comments following the presentation. [Operator instructions].
 
At this time, it is my pleasure to turn the floor over to your host, David Waldman, Investor Relations. Sir, the floor is yours.
 
David Waldman – Investor Relations
Good morning, and thank you for joining Sachem Capital Corp’s Third Quarter 2019 conference call. On the call with us today is John Villano, CPA, Co-Chief
Executive Officer, and Chief Financial Officer of Sachem Capital. Yesterday, November 14th, the company announced its operating results for the three- and nine-
months period ended September 30, 2019 and its financial condition as of that date.
 
The press release is posted on the company’s website, www.sachemcapitalcorp.com. In addition, the company filed its quarterly report on Form 10-Q with the U.S.
Securities and Exchange Commission on November 14th which can also be accessed on the company’s website as well as the SEC’s website at www.sec.gov. If you
have any questions after the call or would like any additional information about the company, please contact Crescendo Communications at 212-671-1020.
 
Before Mr. Villano reviews the company’s operating results for the third quarter 2019 and the company’s financial condition as of September 30, 2019, we would like to
remind everyone that this conference call may contain forward-looking statements.
 
All statements other than statements of historical facts contained in this conference call, including statements regarding our future results of operations and financial
position, strategy, and plans and our expectations for future operations are forward-looking statements. The words “anticipate,” “estimate,” “expect,” “project,” “plan,”
“seek,” “intend,” “believe,” “may,” “might,” “will,” “should,” “could,” “likely,” “continue,” ‘design,” and the negative of such terms and other words and terms of
similar expressions are intended to identify forward-looking statements.
 

 



 
  

 
                  Trading Under the Symbol: ISDR  

Transcript:
Sachem Capital
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These forward-looking statements are based largely on the company’s current expectations and projections about future events and trends that it believes may affect its
financial condition, results of operations, strategy, short-term and long-term business operations and objectives and financial needs. These forward-looking statements
are subject to several risks, uncertainties, and assumptions, as described in the company’s Form 10-Q for the third quarter of 2019 filed with the U.S. Securities and
Exchange Commission filed on November 14, 2019 as well as the company’s Form 10-K filed on March 29, 2019.
 
Because of these risks, uncertainties, and assumptions, the forward-looking events and circumstances discussed in this conference call may not occur, and actual results
could differ materially and adversely from those anticipated or implied in the forward-looking statements. You should not rely upon forward-looking statements as
predictions of future events. Although the company believes the expectations reflected in the forward-looking statements are reasonable, they cannot guarantee future
results, level of activity, performance or achievements.
 
In addition, neither the company nor any other person assumes responsibility for the accuracy and completeness of any of these forward-looking statements. The
company disclaims any duty to update any of these forward-looking statements. All forward looking statements attributable to the company are expressly qualified in
their entirety by these cautionary statements as well as others made in this conference call. You should evaluate all forward-looking statements made by the company in
the context of these risks and uncertainties.
 
With that, I’ll now turn the call over to John Villano. Please go ahead, John.
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
Thank you, David, and thanks to everyone for joining us today. The past two quarters have been a transformative period for our company. I am pleased to report the
restructuring and recapitalization of our balance sheet is working as planned.
 
Revenue for the third quarter of 2019 increased 10.7% to $3.4 million, and net income for the third quarter of 2019 increased 4.7% to $2.1 million compared to the same
period last year. Sequentially, our earnings per share for the third quarter was $0.10 compared to $0.06 per share for the second quarter of 2019. We believe these
improved results validate our strategy to restructure the balance sheet, as we have started to deploy the capital we have raised.
 
Importantly, we finished the quarter with $11 million of cash on our balance sheet, and now have approximately $40 million of capital available as a result of our recent
closed note offering. We are well capitalized, with a much stronger balance sheet and flexibility to execute on our strategy.
 
From a macro perspective, we are seeing more competition in the market, with low rates, high loan to values, aggressive pricing, and generally less stringent lending
criteria. That said, we’re not going to chase these loans as we continue to be highly selective as we review lending opportunities. Now with more capital, we’re putting
more muscle into our marketing engine.
 
The first half of the year was somewhat constrained, as you know, due to capital restrictions. At the same time, we’re looking at opportunities outside our traditional
geographic focus where we see good borrowers and attractive loan to value prospects.
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Overall, the demand for our products and services remains strong, giving us tremendous confidence in terms of revenue, growth and profitability, as well as strength of
our portfolio. We have built a highly scalable business model to drive increased cash flow and profitability which will continue to drive top line growth in the years
ahead.
 
I’d like to take a moment to provide a quick recap on our restructuring activities during the year and why we believe we are so well positioned. First, we completed two
separate issues of unsecured, unsubordinated five-year term fixed rate notes, one in the aggregate principal amount of $23.7 million at 7.125% and one in the aggregate
principal amount of $30 million at 6.875%.
We also raised $32 million in gross proceeds from the sale of equity securities significantly strengthening our balance sheet. The additional equity coupled with our bond
offerings allowed us to replace our secured variable rate $35 million revolving credit facility and provided us a war chest of capital to fund new loans.
 
By replacing our credit facility, we have reduced the significant banking charges and personnel costs related to the servicing of this facility. We also eliminated the risk
associated with variable rate insurance. More importantly, we relieved ourselves of onerous loan covenants providing us greater flexibility to lend capital where we have
compelling loan to value prospects.
 
By replacing the credit facility, we also reduced our credit exposure and are not limited to investing in a single asset class, the residential fix-and-flip market. This market
is highly fluid with high loan turnover and is arguably overpriced compared to other opportunities. We now have the flexibility to lend capital where we believe we have
the most compelling loan to value prospects.
 
We saw the short-term negative effects of this restructuring in our results of operations for the second quarter and to some extent in the third quarter as well. The
restructuring process certainly did not help loan growth. We are now better positioned to start deploying capital and will soon regain our stride.
 
However, as I mentioned earlier, we have a much stronger balance sheet and have begun to deploy this capital. These factors support positive results for the future.
 
Finally, as a result of the equity capital raised, the number of our common shares outstanding increased by 6.6 million since year-end 2018. This adversely impacted our
earnings per share. However, we’re clearly back on track with improving net income.
 
This is evident when you sequentially compare our third quarter 2019 earnings of $0.10 per share versus our second quarter 2019 earnings of $0.06 per share. The
deployment of capital from the most recent non-dilutive note offering will have a very positive effect on earnings per share.
 
With all that as background, we continue to believe the key factors to our success are: first, disciplined underwriting and extensive due diligence; second, a flexible
approach to structuring loans; and, finally, diligent monitoring of our loan portfolio and constant borrower contact.
 
Turning to our operating results for the third quarter of 2019, total revenue for the three months ended September 30, 2019 was approximately $3.4 million compared to
approximately $3.1 million for the three months ended September 30, 2018. This increase was approximately 10.7%.
 
Interest income was higher by approximately $171,000. Origination fees were higher by approximately $114,000, and other income was higher by approximately
$178,000 compared to the 2018 period. These increases were offset by reductions of approximately $107,000 in gains on the sale of real estate and approximately
$42,000 in late fee income.
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Total operating cost and expenses for the three months ended September 30, 2019 were approximately $1.3 million compared to $1.1 million for the three months ended
September 30, 2018. This increase is approximately 18.2%. The increase in operating cost and expenses is primarily attributable to increases in interest and amortization
of deferred financing costs of approximately $44,000, reflecting the increase in our mortgage loan portfolio.
 
Professional fees increased by $51,000, and compensation fees and taxes of approximately $132,000 offset by decreases in stock-based compensation of approximately
$25,000 and general and administrative expenses of approximately $11,000. Net income for the three months ended September 30, 2019 was approximately $2.1 million
or $0.10 per share compared to $2 million or $0.13 per share for the three months ended September 30, 2018. Net income per share for the three months ended
September 30, 2019 was adversely impacted by the additional 5.9 million weighted shares outstanding during the quarter.
 
Total revenue for the nine months ended September 30, 2019 was approximately $9.8 million compared to approximately $8.8 million for the nine months ended
September 30, 2018, an increase of approximately $980,000 or 11.1%. The increase in revenue is a result of increased lending operations.
 
Interest income for the first nine months of 2019 was approximately $7.5 million, origination fees were approximately $1.2 million, and other income was approximately
$650,000. In comparison, interest income was approximately $6.6 million, net origination fees were approximately $1.1 million, and other income was approximately
$675,000 for the nine months ended September 30, 2018. Fee income increased by approximately $61,000. These increases were offset in part by a reduction in gain on
the sale of real estate of approximately $100,000.
 
Total operating cost and expenses for the nine months ended September 30, 2019 were approximately $4.5 million compared to $2.7 million for the nine months ended
September 30, 2018, an increase of approximately 70%. The increase in operating cost and expenses is primarily attributable to $780,000 of expense incurred in
connection with the termination of the Webster credit facility. In addition to this expense being a nonrecurring charge, approximately $440,000 of that amount represents
a write-off of unamortized deferred financing cost, a noncash item.
 
Interest and amortization of deferred financing cost increased approximately $512,000, reflecting the increase in the mortgage loan portfolio as well as an increase in the
interest rate on our Webster facility and the slightly higher cost of capital on our unsecured bonds. Compensation expense increased by $423,000, including stock-based
compensation, and finally, general and administrative expenses increased $87,000.
 
Net income for the nine months ended September 30, 2019 was approximately $5.3 million or $0.30 per share. In comparison, net income for the nine months ended
September 30, 2018 was $6.1 million or $0.40 per share. Net income per share for the nine months ended September 30, 2019 was adversely impacted by an additional
2.2 million weighted shares outstanding during the quarter.
 
Turning now to our balance sheet as of September 30, 2019, total assets were approximately $109 million compared to approximately $86 million as of December 31,
2018. Our loan portfolio was approximately $89 million compared to approximately $78 million as of December 21, 2018. Interest and fees receivable from borrowers
remain consistent at $1.4 million when compared to December 31, 2018.
 
Real estate owned increased to $5.3 million from $2.9 million as of December 31, 2018. Sequentially, real estate owned was $4.9 million as of June 30, 2019. Of the
$5.3 million in real estate owned, approximately $900,000 is classified as real estate held for rental and $4.4 million as real estate held for sale. All ten properties held
for sale on September 30, 2019 are being actively marketed, and we are working hard to move several of these under contract properties by year-end.
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Total liabilities were approximately $25 million compared to total liabilities of approximately $33.2 million as of December 31, 2018. Liabilities at September 30, 2019
include $22.4 million of notes which reflect $23.7 million aggregate principal amount net of approximately $1.4 million of deferred financing cost as well as a $788,000
mortgage payable on our corporate headquarters.
 
Shareholders’ equity was approximately $84.3 million compared to approximately $52.8 million as of December 31, 2018. The increase of approximately $31.5 million
reflects an $850,000 increase in retained earnings and a $30.6 million increase in paid-in capital. Paid-in capital increased by aggregate net proceeds of approximately
$19.8 million from selling common shares in an after-market offering, which as previously noted were used to pay down the balance on the Webster facility, and $10.7
million from the sale of common stock from our equity public offering in July.
 
In terms of cash flow, net cash provided by operations in the first nine months of 2019 increased by approximately 94.2% to $7.3 million compared to the first nine
months of 2018. Also, in October of 2019, we paid a dividend of $0.12 per share. The total amount of the dividend payment was approximately $2.65 million. This
dividend payout reflects not only our financial performance, but also our confidence in the outlook for 2019 and beyond as well as our commitment to providing
investors attractive risk adjusted returns.
 
To wrap up, I am pleased with our operating results and revenue for the third quarter of 2019, increasing 10.7% to $3.4 million and net income increasing 4.7% to $2.1
million. Sequentially, our earnings per share for the third quarter increased to $0.10 compared to $0.06 for the second quarter of 2019. We believe this reflects positively
on our business strategy.
 
More importantly, we have approximately $40 million of available capital after taking into account the proceeds from our recent note offering. We hope to deploy a
considerable portion of this capital by year-end. In terms of revenue growth and profitability, we believe we are well-positioned heading into the fourth quarter and into
2020.
 
We believe our lending platform is solid and sustainable given our strict underwriting criteria and extensive due diligence. The demand for our loan products and
services remains strong. As a result, we are more encouraged than ever by the outlook for our business and remain fully committed to our goal of providing investors
attractive risk-adjusted returns.
 
I would like to thank you all for joining the call today. At this point, we would like to open the call to questions.
 
Operator
Thank you. The floor is now open for questions. [Operator instructions]. Our first question comes from Ben Zucker from Aegis Capital. Go ahead, Ben.
 
Q: Thanks. Good morning, John. Thanks for taking my question. I may bounce around a little bit here, but I heard you mention some possible expansion into new

geographies. Could you tell us what areas that might include and what your current strategy is for breaking into those markets?
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
I’m going to backtrack on your question, Ben. Expansion is at the top of the list here. We have a commitment from our board to grow beyond our boundaries. We are
exploring opportunities in other locations other than Connecticut, New York and Massachusetts. At this point, I can’t really [point to] an opportunity because we’re not
even really at the letter of intent stages. As they say, the world is open here, and with our board behind us and significant capital, we can move in many directions.
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But I will say this, expansion will be slow. It will be steady. We will be under control. We are going to test markets as opposed to fund aggressively, and we’re going to
try to take the strategy to help make Sachem a great company and try to put a multiplier on it. And in truth, we’re trying to cultivate small Sachems in other areas. That’s
kind of where we’re at.
 
Q: That’s helpful. It sounds like you’re kind of teeing up the idea, so that investors and people shouldn’t be surprised if we see something popping up outside of what’s
kind of been your historical target market.
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
Ben, in truth, it’s hard to find the right culture in other places, and that’s key for us. We can have money. We can go haphazard, buy crazy stuff. That’s not how we play.
We want to buy a culture that fits with us. We like profits. We have to see our way to the exit should the move into an area doesn’t work, so there’s a lot of things we’re
considering here. And while our space is very aggressive, Wall Street is aggressive in our space, we move a little slower and we’re a little more conservative than that.
 
We put a lot of faith in our shareholders to follow us there. We’re going to be very respective of the capital that they’ve given us, and it’s going to take some time. But
we have board approvals to grow, and so we’re going to take that very seriously.
 
Q: It sounds like you guys are being very thoughtful about the process. I think I also heard you mention maybe looking at some other types of lending outside of the fix-
and-flip residential. Would that be kind of along the lines of like the commercial bridge lending that already makes up like a quarter of your portfolio, something like
that type of loan product?
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
The general answer is yes. We are seeing a lot of different types of things here. While resi fix-and-flip is and will remain our staple, that’s how we build our company,
we are a small balance fix-and-flip lender, sometimes we see opportunities that in the past a commercial transaction or a commercial building didn’t fit our borrowing
base, even though it was a great loan, it constrained capital for us. And so now we’re looking at these. We have the ability. We don’t have bank constraints. These
different things, these commercial projects, they come better collateralized than the resi fix-and-flip deal, and that’s kind of why we like them.
 
And secondly, the banks are not able to really get comfortable with anything other than residential fix-and-flip. So, we think if we landed in that space, sooner or later the
banks will come around, and they’ll increase the liquidity in the space. But for right now, we see a lot of great opportunities. These deals are well collateralized, and we
get better pricing.
 
Q: That sounds great, and I guess you just touched on pricing. That was going to be my follow up on that. So, drilling down a little bit into maybe more specific stuff for
you guys, on a historical basis, do you have any maybe rough estimate of what percent of your scheduled maturities actually get repaid at their maturity date versus some
kind of borrower extension? I’m just trying to get a feel for, obviously, when you guys extend a loan, it goes through a re-underwriting process, and you guys are able to
pick up some additional fees, so I’m just trying to think from a modeling perspective how to view upcoming maturity schedules.
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
That’s a great question. I think there is a reference to it in our K. I don’t recall that number, but what I can tell you is that the velocity and the flow of money in the
residential fix-and-flip market right now, the money’s moving very quickly. And what it does for us is we make a loan in January, and it’s paid off in March or April, so
we’re not getting good traction, a good term really to earn some significant profits on that loan where we’d like to be. So, we’re getting our capital back quickly, and we
have to look for another opportunity.
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And that’s the big difference between today and what we probably saw four years ago, where our average maturity on a loan might have been 16 months. So as liquidity
is improving in the space, our loan term now is under 12 months, so these loans are moving fairly quickly. Our underwriting is busy trying to replace the payoffs, and
payoffs are significant. It means we’re making good loans as well, but we’d like to have our money stay out, as they say, on the street a little bit longer.
 
Q: And maybe the bridge to commercial space will help with getting us at least a little bit more duration on your paper so you’re not as constantly on the proverbial
hamster wheel in that regard.
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
That’s exactly right.
 
Q: Can we just quickly talk about the foreclosure process a little bit. Obviously, that’s a natural part of your business, and I like that we keep seeing net gains on your
REOs sold. It gives comfort that the credit underwriting is still right, and you haven’t had to take write-downs on that. But just from a timeline perspective, I’d love to
get a sense of like when the asset goes on non-accrual and the foreclosure process is initiated to when you get control of the asset and eventually monetize it, like soups
and nuts, how long of a process can that be because I understand some foreclosure laws can be kind of restrictive?
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
In Connecticut, our foreclosure process is very daunting. It is truly a borrower protection state, and the borrower has an awful lot of mechanisms to delay the process. In
the end, the process ends up the same. The lender gets the property, the borrower is out, he pays the legal fee, he may have taken some rents during the period, but in the
end, after perhaps 18 months, we have the ability to get a property as the seller.
 
We sold some REO. Just recently, as mentioned in our Q, we sold two properties. We also have two contracts totaling approximately $1 million on REO stuff. The
borrower runs into bankruptcy court and files on the date of the sale. He claimed he had a vested interest in the property.
 
In the end, we’ll sell the property. We’ll be fine. The problem is the courts allow the delay game to play out, and unfortunately, you can’t speed it up. We’re on top of it.
We have in-house counsel that spends some portion of his day tracking this stuff, and the process is just very slow, very, very slow.
 
Q: I hear you there. Listen, I’ve hogged enough of the time. I have a couple more, but I’ll see if there’s anyone out there. And then I’ll hop back in the queue. Thanks,
John.
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
Okay.
 
Operator
[Operator instructions]. Our next question comes from Jim Altschul from AVN Advisory. Go ahead, Jim.
 
Q: Good morning. It’s Aviation Advisory Service, but AVN’s close. I apologize, I have not read the 10-Q, and I dialed in a little late because I was finishing up another
meeting. So, you may have covered these things, but I want to follow up on this whole question of owned real estate. Also, apart from the owned real estate, as of
September 30th, did you have any nonperforming loans?
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
Once a loan goes nonperforming, it’s listed as foreclosure, and that is in the Q.
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Q: Now, in the press release, you didn’t have as much in the way of gains on sale of real estate as you did in the prior nine months or prior quarter. Was that because in
this period you didn’t have any sales or you didn’t have gains when you sold something?
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
Jim, when we get a property back, we focus less on making a gain. So, let me explain. The gain in the prior quarter was we saw property. We actually went out and
purchased it. We bought this property, and then sold it. It had a gain. So, it was not a foreclosure property that [overlapping voices] gain.
 
So, when a property goes bad, when the borrower, he doesn’t return phone calls, we send it off to the attorneys. Our goal at that point in time is we make sure we insure
the property. We make sure the attorneys don’t drop the ball in the process. As you’ve heard, it does take a long time. And the idea here is at that point, the minute the
borrower is served, he stops taking care of the property. He stops paying real estate taxes, stops paying insurance. Even though our max LTV is 70%, when we get this
property back, we are looking for a breakeven.
 
The cost to return properties is a big deal. Legal fees and taxes are huge, and so our goal is not so much to take them back and flip them out. What we’re doing is we
evaluate whether we’re going to sell it as-is or if we invest some money to fix it will we get more money for the money we’ve invested. And we make that decision
relatively quickly, and then off we go.
 
A lot of times these properties come back, and they’re in pretty tough shape. And so our equity gets eaten up pretty good. We’re looking for a breakeven on the sale.
 
Q: And you mentioned you have two properties under contract.
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
I think there’s actually more. So, in our REO, we have a $1 million loan that we actually bought. We bought it from a loan servicer. It was in trouble. We bought it at a
huge discount. We then added additional collateral to that loan, and now, we own all four properties. And this is the one guy we just talked about where we have two
contracts, so we’re going to get our money out with the sale of two properties. He runs into bankruptcy court, and he jams us up for another month.
 
The rules of the game are not fair to lenders, and these guys and their attorneys, they play it very well. So, we will make, Jim, a purchase of an asset, whether it be a
building or a note if we think there’s a small upside to it. Like we sold that property, we made $100,000. We bought this note at a $500,000 discount. It was a $1.5
million note with Bay View. We paid just under $1 million, and then we got additional collateral to give the borrower a chance. And now he’s in trouble. So, it’s
probably going to end up very well for us. It just takes a long time.
 
Q: What I was getting at with that is with regards with the properties that were under contract, do you anticipate there is some high price in what you think you’re going
to have to spend or you’ll at least come out even?
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
Yes, so even though we lend at 70%, we don’t look at that is gravy if a property comes back. The cost to recover our capital, to get ownership of that property, is
significant, and that’s why we’re at 70% and a lot of the other lenders are at 80%, 90%, 85%. We think they’re in trouble if that loan goes bad. [Overlapping voices].
 
Q: My big concern is that you not lose money. I mean it’d be nice if you get a gain, but that’s not what I’m looking for in the process of it. It sounds like based on the
contract prices you think you’ll break even.
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
Yes, and historically, and you’ll see this more in our K, I think since inception we did $250 million of loans. Please don’t quote me on that number. Our loss percentage
is about one-tenth of 1%.
 
Q: That’s very impressive.
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
We had a good market. So, the real estate market was moving, and so it was a good market. But historically, we’ve done very well with the managing of a distressed
property.
 
Q: Thank you very much for your detailed answers to my questions.
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John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
Thank you.
 
Operator
And our next question comes from Jordan Grode [ph]. Go ahead, Jordan.
 
Q: Good morning, John. Thanks for taking my question.
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
Good morning.
 
Q: I wanted to ask you about the rise in both REO and in the value of loans that are under default as reported on the Q as a percentage of the portfolio. To what factors
can we attribute these increases, and do you think they’ll continue rising?
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
First, let me tell you where I think the market is, and then I’m going to tell you what we’re doing in house that causes some of this. We all know this real estate market
has kind of been chugging along really good here since about 2009, 2010, and prices are getting higher. There’s liquidity in the space. Again, this is our company
perspective, we probably think we’re in the seventh inning of a nine inning game.
 
So now, with that being said, we are quick on the trigger to send a default letter. So, we have a three strike rule. You miss three payments or you miss two payments and
your insurance lapses by mistake or any one of those things, we move very quickly. And in the Q it’s not a very comfortable paragraph to read.
 
We make a lot of money on this stuff, and again, we have to go back to historical results on bad deals. Once a loan goes into default, the company earns 18% on their
investment, so our generic portfolio-wide rate is 12%. As soon as that borrower goes into some form of default, that rate goes to 18%.
 
Do we collect the 18% all the time? The answer is no. We do collect a good portion of it, and in many cases it’s negotiated for a better result for our company. So, we
actually turn a default situation into a profit center for us. Nothing more. We’re quick on the trigger. We’re not going to game it and keep funding this guy to make this
thing work. If you’re missing payments, you’re missing payments, and that’s where we’re at. It’s very cut and dry here.
 
Q: And would you say that you’re acting more quickly than you had been acting a year ago?
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
For sure. One of the bigger problems our developers are seeing is the availability to get good help to complete jobs. The market’s pretty robust, even in Connecticut. The
market is robust. There’s a limited amount of quality contractors, so we’re seeing on these jobs that are running into default, it’s not that the property is bad, the
developer or the GC is having trouble getting his contractors to come in in a timely manner.
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And really, what happens now is the interest starts chopping into his profits, and if the town steps in, if there’s a zoning issue, things like that. So, if a project starts off
and it’s not manned property or if there’s a zoning issue, that’s how these things get out of control very quickly.
 
I’m saying we’re not having a property value issue. We’re having performance issue. We will stop a construction draw if the work’s not done, and now all of a sudden
you may have a problem loan, because [the contractor didn’t] finish what he was supposed to do.
 
Q: Make sense, and one quick question, I wanted to get some clarity on the due from borrowers’ line. I think it has been fluctuating a lot in the cash flow statements
lately. What is that exactly?
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
If for example, someone is not current on their taxes, if we fund a construction draw, if they owe us money, if for some reason we modify a loan for them, so on some of
our loans it goes past the 12 months term. We modify the loan. That’s where it goes.
 
So, what you may see in the future is a reclassification of due from borrowers to the notes receivable. These are really note receivable charges, and they are collectable.
So, if we have to do an appraisal, it’s a borrower charge.
You get what I’m saying? So, anything we do to support the borrower in any way goes there, and again, this is a nice little profit center for us. But I think in the future,
and this is talking to our accountants, we may be moving this into the mortgage receivable line. You’re not the first person that has raised this question.
 
Q: Excellent. Thanks for the clarification today.
 
Operator
And our next question comes from Ben Zucker from Aegis. Go ahead, Ben.
 
Q: Thanks for letting me back in the queue, John. Just real quickly, liquidity, we can see the $11 million at quarter-end, and you raised $30 million gross just a few
weeks ago. Would you be able to offer any kind of insight into when you feel like you guys might be at some kind of year or full deployment? Would something around
the middle of 2020 be a fair estimate understanding that repayments are very difficult if not nearly impossible to predict?
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
Right now, the repayments are really screwing up our growth plans, honestly. As fast as we’re putting money on the street, we’re getting money back. So, our portfolio
is not growing as rapidly as we like, but what’s kind of interesting is when the world sees that you raise a significant amount of money, all of a sudden, we have a lot of
demand for those $30 million. Our average loan size is somewhere between $200,000 and $250,000, and these loans are $1 million, $900,000, $1.2 million. It’s kind of
interesting, and so we’re starting to see a demand of a bigger loan size.
 
Ben, if I wanted to I could put this $30 million to work by Thanksgiving. Not how we’re going to play this. We want to stay true to what we’ve done to get here. We’re a
small balance lender. We are going to start sprinkling larger loans. The key here is they have to go through our basic diligence. We can’t just throw money to work to
save on the interest, so to reduce our interest exposure on the bond and then hope not to have a bad loan in the future. We’re not going to play that game.
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So, we want good stuff. We’ll put it out there. I think you might be looking at the second quarter. I would be very happy with that, but again, it could happen in March as
well. You just don’t know the next deal coming in the door which makes budgeting cash flow kind of tough.
 
Q: It really is, and I was going to mention the average balance of your loan portfolio has been remarkably stable over time. And obviously, as you get more capital,
there’s an ability to swim upstream and look at some larger loans which helps you put capital to work.
 
But as you started mentioning, you have to make sure you like the asset and the credit because then those loans might take up on outsized portion of your equity capital.
Again, it just sounds like you’re being thoughtful about that. Again, the commercial bucket and moving outside of fix-and-flip might also help you get duration just
carrying the loan along the lines of your earlier comments.
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
Duration is one of our bigger problems now.
 
Q: And then just real quickly would you be willing to provide some color on what your subsequent origination and repayment activity has looked like this far, and I
totally understand if you don’t want to provide that information. But thought I’d ask.
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
So, I’m going to say this very generally, and I think I touched on it a few times. Loan growth, it’s not flat. The loan growth is positive. It’s not as positive as I would like
to see it, and for every loan we’re putting out, we’re getting $0.85 back. So, we’re seeing significant repayment.
 
Q: That is helpful. Thanks again for taking all of my questions, John. Appreciate it.
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
Okay, Ben. Thank you.
 
Operator
And that appears to be all of the questions at this time. I would now like to turn the floor back to John Villano. Sir, go ahead.
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
Thank you. I’m finished with this call. I appreciate all the questions. They were very thoughtful.
 
David, do you have anything else to add?
 
David Waldman – Investor Relations
Thank you all for joining us, and if anyone has any follow-up questions, feel free to reach out. Our lines are always open.
 
John Villano, CPA – Co-Chief Executive Officer, and Chief Financial Officer
Okay. Thank you all.
 
Operator
Thank you. This does conclude today’s conference. We thank you for your participation. You may disconnect your lines at this time and have a wonderful day.
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FOR IMMEDIATE RELEASE
 

 
SACHEM CAPITAL CORP. ANNOUNCES CLOSING OF PUBLIC OFFERING OF $30.0 MILLION OF 6.875% NOTES

 
Branford, Connecticut, November 7, 2019 -- Sachem Capital Corp. (NYSE American: SACH) today announced the closing of its previously announced public offering of
$30.0 million of 6.875% unsecured, unsubordinated notes due 2024 (“Notes”). The net proceeds of the offering to Sachem Capital Corp. are expected to be approximately $28.6
million after payment of underwriting discounts and commissions and estimated offering expenses payable by Sachem Capital Corp.
 
Sachem Capital Corp. has granted the underwriters a 30-day option to purchase up to an additional $4.5 million aggregate principal amount of Notes to cover over-allotments, if
any. The over-allotment option expires November 30, 2019.
 
The Notes have been approved for listing on the NYSE American under the trading symbol “SACC” and are expected to begin trading on the NYSE American on or about
November 12, 2019.
 
The Notes rank pari passu with all Sachem Capital Corp.’s unsecured, unsubordinated indebtedness, whether currently outstanding or issued in the future. The Notes may be
redeemed, in whole or in part, at any time, or from time to time, at Sachem Capital Corp.’s option on or after November 7, 2021. Interest on the outstanding principal balance of
the Notes will accrue at the annual rate of 6.875% and will be payable quarterly, in arrears, on each March 30, June 30, September 30 and December 30 that the Notes are
outstanding, beginning December 30, 2019. The entire outstanding principal balance of the Notes and all accrued but unpaid interest thereon will due and payable on December
31, 2024.
 
Sachem plans to use the net proceeds from the sale of the Notes for working capital and general corporate purposes, i.e., primarily to fund new real estate loans secured by first
mortgage liens. Sachem may also use the net proceeds to acquire other real estate finance companies or existing mortgage loan portfolios, although no such transactions are
pending at this time.
 
Sachem Capital Corp. has received an investment grade private rating of “BBB+” from Egan-Jones Ratings Company, an independent, unaffiliated rating agency. Egan-Jones is
a Nationally Recognized Statistical Ratings Organization (NRSRO) and is recognized by the National Association of Insurance Commissioners (NAIC) as a Credit Rating
Provider (CRP). Egan-Jones is also certified by the European Securities and Markets Authority (ESMA). A securities rating is not a recommendation to buy, sell or hold
securities and may be subject to revision or withdrawal at any time.
 

 



 

 
Ladenburg Thalmann & Co. Inc., a subsidiary of Ladenburg Thalmann Financial Services Inc. (NYSE American: LTS), and Janney Montgomery Scott LLC acted as joint
book-running managers for the offering. National Securities Corporation, a wholly owned subsidiary of National Holdings Corporation (NASDAQ: NHLD) acted as the lead
manager for the offering.
 
This press release does not constitute an offer to sell or the solicitation of an offer to buy the securities in this offering or any other securities nor will there be any sale of the
Notes or any other securities referred to in this press release in any state or jurisdiction in which such offer, solicitation or sale would be unlawful prior to the registration or
qualification under the securities laws of such state or jurisdiction.
 
A registration statement relating to, among other things, the Notes, was filed and has been declared effective by the Securities and Exchange Commission. The offering was
made only by means of a prospectus, dated November 9, 2018, and a prospectus supplement, dated October 31, 2019, that are part of the effective registration statement, copies
of which may be obtained from: Ladenburg Thalmann, Attn: Syndicate Department, 277 Park Avenue, 26th Floor, New York, NY 10172, or by emailing
prospectus@ladenburg.com (telephone number 1-800-573-2541); or Janney Montgomery Scott LLC, Attn: Syndicate Department, 1717 Arch Street, Philadelphia, PA 19103, or
by emailing prospectus@janney.com. The prospectus supplement and the related base prospectus, which contain a detailed description of the Notes and the terms of the offering
and other important information about Sachem Capital Corp., its business, operations and financial condition, should be read carefully before investing in the Notes.
 
About Sachem Capital Corp.
 
Sachem Capital Corp. specializes in originating, underwriting, funding, servicing and managing a portfolio of mortgage loans secured by first mortgage liens on real property
(referred to in the industry as “hard money” loans). Its customers include real estate investors and developers who use the proceeds of the loans to fund their acquisition,
renovation, development, rehabilitation and/or improvement of properties located primarily in Connecticut. The properties securing Sachem Capital Corp.’s loans are generally
classified as residential or commercial real estate and, typically, are held for resale or investment. Sachem Capital Corp. does not lend to owner occupants. Sachem Capital
Corp.’s primary underwriting criteria is a conservative loan to value ratio. Sachem Capital Corp. has elected to be taxed and operates as a real estate investment trust (REIT) for
federal income tax purposes.
 
Forward Looking Statements
 
Statements included herein may contain “forward-looking statements”. Statements other than statements of historical facts included in this press release may constitute
forward-looking statements and are not guarantees of future performance or results and involve a number of assumptions, risks and uncertainties, which change over time.
Actual results may differ materially from those anticipated in any forward-looking statements as a result of a number of factors, including those described from time to time in
filings by Sachem Capital Corp. with the Securities and Exchange Commission. Except as required by law, Sachem Capital Corp. undertakes no duty to update any forward-
looking statement made herein. All forward-looking statements speak only as of the date of this press release.
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