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Item 2.02. Results of Operations and Financial Condition.
 

On March 30, 2020, 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 its financial results for the year ended December 31, 2019.
 
Item 7.01. Regulation FD Disclosure.
 

On March 31, 2020, the Company hosted a conference call for investors to discuss its financial condition and operating results for the year ended December 31, 2019
and its outlook for 2020, including dividend payments, 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 9.01. Financial Statements and Exhibits.
 
 (d) Exhibits

 
 Exhibit

No.
  

Description
    
 99.1  Press release, dated March 30, 2020, announcing financial results for the year ended December 31, 2019.
    
 99.2  Transcript of investor conference call held on March 31, 2020.

 
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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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:   April 3, 2020 By: /s/ John L. Villano
  John L. Villano, CPA
  Chief Executive Officer and
  Chief Financial Officer
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FOR IMMEDIATE RELEASE
 

Sachem Capital Achieves Record Revenue of $12.7 Million and
Generates $6.2 Million of Net Income for 2019

 
Solid balance sheet with cash and short-term marketable securities of approximately $34.8 million and stockholders’ equity of $82.6 million as of December 31, 2019

 
Company will defer decision on further 2020 dividends until July

 
Conference Call and Webcast to be Held at 11:00 AM EST on Tuesday, March 31st

 
Branford, Connecticut, March 30, 2020 -- Sachem Capital Corp. (NYSE American: SACH) announces its financial results for the year ended December 31, 2019. In addition,
the company will host a conference call on Tuesday, March 31 st at 11:00 a.m. Eastern Standard Time to discuss in greater detail its financial condition and operating results for
the year ended December 31, 2019 and its outlook for 2020, including dividend payments.
 
Results of operations
 
Total revenue for 2019 was $12.7 million compared to approximately $11.7 million for 2018, an increase of approximately $1.0 million, or 8.3%. Interest income increased
approximately 8.8% and origination fee income increased approximately 7.7%.
 
Total operating costs and expenses for 2019 were approximately $6.5 million compared to approximately $3.9 million for 2018, an increase of approximately $2.6 million, or
64.5%. Interest and amortization of deferred financing costs increased by approximately 76.4%, reflecting higher levels of indebtedness, which, in turn contributed to increased
income and the growth in our mortgage loan portfolio. Total operating costs and expenses included approximately $439,000 of deferred financing costs, non-cash expenses, as
well as an additional $340,000 of expenses relating to the termination of the Webster credit facility in May 2019. In addition, 2019 operating expenses also included a $417,000
impairment loss attributable to real estate owned.
 
Net income for 2019 was approximately $6.2 million compared to approximately $7.8 million for 2018 due primarily to the increase in operating costs and expenses. As a result
of the reduction in net income and the increase in the weighted number of common shares outstanding, net income per share for 2019 was $0.32 compared to $0.50 for 2018.
 
Financial Condition
 
At December 31, 2019, total assets were $141.2 million compared to $82.0 million at December 31, 2018. Most of this increase was attributable to increases in cash, cash
equivalents and marketable securities ($34.6 million), mortgage loans receivable ($16.3 million) and real estate owned ($5.3 million).
 
Total liabilities at December 31, 2019 were $58.7 million compared to $33.2 million reflecting a higher level of indebtedness.
 
Shareholders’ equity at December 31, 2019 was $82.6 million compared to $52.8 million at December 31, 2018. The increase reflects the net proceeds of $30.9 million realized
from sales of common shares in 2019.
 
   



 
 
Dividends
 
In 2019, the Company paid a total of $9.7 million of dividends, of which $6.7 million represented 2019 taxable income. In addition, in January 2020 the Company paid a
dividend of $0.12 per share, or $2.65 million in the aggregate, which will be applied to 2020 taxable income. In light of the uncertain outlook for 2020 due to COVID-19, out of
an abundance of caution and a desire to preserve liquidity, the company has decided to defer any decision regarding further 2020 dividends until after the end of the second
quarter of 2020. The Company currently operates and qualifies as a Real Estate Investment Trust (REIT) for federal income taxes and intends to continue to qualify and operate
as a REIT. Under federal income tax rules, a REIT is required to distribute a minimum of 90% of taxable income each year to its shareholders and the company intends to
comply with this requirement for the current year.
 
John Villano, CPA, the company’s chief executive and chief financial officer stated: “As previously discussed, 2019 was a transformative year for the Company – we raised
over $90 million of fresh capital, which was used to pay off the entire outstanding balance on our $35 million credit facility and to expand our mortgage portfolio. Although the
expenses relating to these transactions had a material adverse impact on our 2019 operating results, we believe the long-term benefits will enhance our operating performance.
Given recent developments, our strategy has put us in a much better position to deal with the impact of COVID-19. We started 2020 with tremendous enthusiasm and great
expectations given the $34.8 million of liquid assets available to us. However, like many others, we were not prepared for the pervasive impact of the COVID-19 that is not
only a health crisis, but which has also created an economic crisis. We have reoriented our focus from growth to preservation of capital until we can accurately assess the
impact COVID-19 will have on our business. Thus, we intend to tighten our lending criteria and to, temporarily, table our expansion strategy to reduce our risk. We think in the
short-term there will be plenty of opportunities for us in the geographic markets in which we traditionally operated. We have experienced tremendous growth over the last three
years and our shareholders have benefitted accordingly. However, our primary concern, aside from the health and safety of our employees, is to maintain and preserve
everything we have achieved to date so that we will be well-positioned to take advantage of new market opportunities once the pandemic subsides. We believe this is the best
course of action for Sachem and its shareholders.”
 
Investor Conference Call
 
The company will host a conference call on March 31, 2020 at 11:00 a.m., Eastern Standard Time, to discuss in greater detail its financial results for the year ending December
31, 2019 as well as its outlook for 2020 and strategy for dealing with the impact of the COVID-19 pandemic. 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, the company’s Chief Executive and Chief Financial Officer will lead the conference call.
 
The 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 April 14, 2020, and can be accessed by calling: 877-481-4010 for U.S. callers or +919-882-2331 for international callers and entering conference ID: 33917.
 
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 2019 filed with the U.S. Securities and Exchange Commission on March 30,
2020. 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
 
   



 
  

SACHEM CAPITAL CORP.
BALANCE SHEETS

  
  December 31,  
  2019   2018  
Assets         
Assets:         

Cash and cash equivalents  $ 18,841,937  $ 99,310 
Cash - restricted   -   59,549 
Short-term marketable securities   15,949,802     
Escrow deposits   -   12,817 
Mortgages receivable   94,348,689   78,011,653 
Mortgages receivable, affiliate   -   879,457 
Interest and fees receivable   1,370,998   1,397,038 
Other receivables   141,397   155,000 
Due from borrowers   840,930   695,218 
Prepaid expenses   24,734   14,866 
Property and equipment, net   1,346,396   1,180,107 
Deposits on property and equipment   71,680   12,000 
Real estate owned   8,258,082   2,943,438 
Deferred financing costs   16,600   553,597 

         
Total assets  $ 141,211,245  $ 86,014,050 

         
         
Liabilities and Shareholders' Equity         
Liabilities:         

Notes payable (net of deferred financing costs of $2,687,190)  $ 55,475,810  $ - 
Line of credit   -   27,219,123 
Mortgage payable   784,081   290,984 
Accounts payable and accrued expenses   249,879   316,413 
Security deposits held   7,800   7,800 
Advances from borrowers   848,268   317,324 
Due to shareholder   -   1,200,000 
Deferred revenue   1,205,740   1,058,406 
Notes payable   75,433   - 
Dividend payable   -   2,624,566 
Accrued interest   3,416   176,619 

Total liabilities   58,650,427   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; 100,000,000 shares authorized; 22,117,301 and 15,438,621 issued and

outstanding   22,117   15,439 
Paid-in capital   83,856,308   53,192,859 
Accumulated other comprehensive loss   (50,878)   - 
Accumulated deficit   (1,266,729)   (405,483)

Total shareholders' equity
  82,560,818   52,802,815 

Total liabilities and shareholders' equity  $ 141,211,245  $ 86,014,050 
  
   



 
  

SACHEM CAPITAL CORP.
STATEMENTS OF COMPREHENSIVE INCOME

      
  Years Ended  
  December 31,  
  2019   2018  
Revenue:         

Interest income from loans  $ 9,751,733  $ 8,960,883 
Investment income   81,111   - 
Origination fees   1,519,294   1,411,100 
Late and other fees   265,310   189,078 
Processing fees   167,070   138,317 
Rental income, net   69,300   101,789 
Other income   826,688   837,339 
Net gain on sale of real estate   -   74,864 

         
Total revenue   12,680,506   11,713,370 

         
Operating costs and expenses:         

Interest and amortization of deferred financing costs   2,938,237   1,665,891 
Professional fees   542,920   417,312 
Compensation, fees and taxes   1,534,447   1,248,107 
Exchange fees   44,192   33,535 
Other expenses and taxes   90,412   20,707 
Excise tax   -   19,000 
Depreciation   63,566   32,529 
Expense in connection with termination of credit facility   340,195   - 
General and administrative expenses   478,513   437,011 
Net loss on sale of real estate   34,919   - 
Impairment loss   417,094   67,493 

         
Total operating costs and expenses   6,484,495   3,941,585 

         
Net income   6,196,011   7,771,785 

         
Other comprehensive loss:         

Unrealized loss on investment securities   (50,878)   - 
         
Comprehensive income  $ 6,145,133  $ 7,771,785 
         
Basic and diluted net income per common share outstanding:         

Basic  $ 0.32  $ 0.50 

Diluted  $ 0.32  $ 0.50 
         
Weighted average number of common shares outstanding:         

Basic   19,415,237   15,425,772 
Diluted   19,415,237   15,425,772 

  
   



 
  

SACHEM CAPITAL CORP.
STATEMENTS OF CASH FLOW

        
  Years Ended  
  December 31,  
  2019   2018  
CASH FLOWS FROM OPERATING ACTIVITIES         
Net income  $ 6,196,011  $ 7,771,785 

Adjustments to reconcile net income to net cash provided by operating activities:         
Write-off and amortization of deferred financing costs   722,580   137,241 
Depreciation expense   63,566   32,529 
Stock based compensation   43,147   37,589 
Impairment loss   417,094   67,493 
Loss on sale of real estate   34,919   (74,864)
Abandonment of office furniture   12,000   - 
Unrealized (gain) loss on investments       - 
Changes in operating assets and liabilities:         

(Increase) decrease in:         
Escrow deposits   12,817   98,372 
Interest and fees receivable   (154,196)   (994,900)
Other receivables   13,603   234,570 
Due from borrowers   385,424   (243,423)
Prepaid expenses   (9,868)   (10,346)
Deposits   (59,680)   (12,000)

(Decrease) increase in:         
Due to note purchaser   -   (723,478)
Accrued interest   (173,203)   136,027 
Accounts payable and accrued expenses   (66,535)   (74,345)
Deferred revenue   147,334   (49,994)
Advances from borrowers   530,944   (116,207)

Total adjustments   1,919,946   (1,555,736)
NET CASH PROVIDED BY OPERATING ACTIVITIES   8,115,957   6,216,049 
         
CASH FLOWS FROM INVESTING ACTIVITIES         

Purchase of investments and marketable securities   (16,000,680)   - 
Proceeds from sale of real estate owned   1,087,004   1,848,558 
Acquisitions of and improvements to real estate owned, net   (1,266,949)   (541,525)
Purchase of property and equipment   (241,855)   (710,815)
Security deposits   -   5,250 
Principal disbursements for mortgages receivable   (64,742,552)   (42,078,191)
Principal collections on mortgages receivable   43,347,362   24,641,469 

NET CASH USED FOR INVESTING ACTIVITIES   (37,817,670)   (16,835,254)
         
CASH FLOWS FROM FINANCING ACTIVITIES         

Proceeds from line of credit   42,720,829   77,564,529 
Repayment of line of credit   (69,939,952)   (60,187,019)
Proceeds from notes sold to shareholder   1,017,000   - 
Repayment of notes sold to shareholder   (2,217,000)   - 
Principal payments on mortgage payable   -   (10,117)
Dividends   (9,681,823)   (6,787,795)
Costs in connection with ATM   -   (160,479)
Financing costs incurred   (2,872,774)   (595,278)
Proceeds from mortgage payable   795,000   - 
Prepayment of mortgage payable   (301,903)   - 
Proceeds from notes payable, net   75,434   - 

Proceeds from issuance of common stock   30,544,945   - 
Proceeds from exercise of warrants   82,035     
Proceeds from issuance of notes   58,163,000   - 
         
NET CASH PROVIDED BY FINANCING ACTIVITIES   48,384,791   9,823,841 
         
NET INCREASE(DECREASE) IN CASH AND RESTRICTED CASH   18,683,078   (795,364)
         
CASH AND RESTRICTED CASH- BEGINNING OF YEAR   158,859   954,223 
         
CASH AND RESTRICTED CASH - END OF YEAR  $ 18,841,937  $ 158,859 
  
   



 
  

SACHEM CAPITAL CORP.
STATEMENTS OF CASH FLOW (Continued)

            
  Years Ended  
  December 31,  
  2019   2018  
SUPPLEMENTAL DISCLOSURES OF CASH FLOWS         
INFORMATION         

Taxes paid  $ -  $ 53,191 
Interest paid  $ 2,237,240  $ 1,370,714 

         
SUPPLEMENTAL INFORMATION-NON-CASH         

Dividends declared and payable  $ -  $ 2,624,566 
         
 
SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING AND FINANCING ACTIVITIES
 
During the year ended December 31, 2018, the Company issued notes payable in the amount of $169,338 for the acquisition of mortgages receivable.
 
During the year ended December 31, 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 year ended December 31, 2018 amounted
to $3,173,963.
 
Assignment of mortgage receivable to shareholder in the amount of $1,200,000, during the year ended December 31, 2018.
 
The reversal of previously accrued capitalized costs during the year ended December 31, 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 year ended December 31, 2019 amounted
to $5,406,477.
 
During the year ended December 31, 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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Transcript of
Sachem Capital

Fourth Quarter and Full Year 2019 Conference Call
March 31, 2020

 
 
 
 
Participants

Natalya Rudman - IR, Crescendo Communications
John Villano - CEO and CFO

 
Analysts

Ben Zucker - Aegis Capital
Christopher Nolan - Ladenburg Thalmann
Ian Ellis - MicroCapital
Paul Drees - Market Edge
Richard Schultz - Private Investor
Jeff Moore - Private Investor
 
 

Presentation
 
Operator
Good day, ladies and gentlemen, and welcome to the Sachem Capital Fourth Quarter and Full Year 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, Natalya Rudman, Crescendo Communications. Natalya, the floor is yours.
 
Natalya Rudman - IR, Crescendo Communications
Thank you, Kat. Good morning, and thank you for joining Sachem Capital Corp’s Yearend 2019 Conference Call. On the call with us today is John Villano CPA, Chief
Executive Officer and Chief Financial Officer of Sachem Capital.
 
Yesterday, March 30th, the company announced its operating results for the year ended December 31, 2019, and its financial condition as of that date. The press release
is posted on the company’s website, at www.sachemcapitalcorp.com. In addition, the company filed its yearend report on Form 10-K with the U.S. Securities and
Exchange Commission on March 30th, 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 212-671-1021.
 

 



 
 

Trading Under the Symbol: ISDR

Transcript:
Sachem Capital

Fourth Quarter and Full Year 2019 Conference Call
March 31, 2020

 
 
 
Before Mr. Villano reviews the company’s operating results for 2019 and the company’s financial condition at December 31, 2019, we would like to remind everyone
that this conference call may contain forward-looking statements. All statements other than statements of the historical facts contained in this conference call, including
statements regarding our future results of operation 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. 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, and uncertainties and assumptions as described in the company’s Form 10-K filed on March 30, 2020.
Because of these risks, and 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 that the expectations reflected in the forward-looking statements are reasonable, it cannot guarantee
future results, the 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 will now turn the call over to John Villano. Please go ahead.
 
John Villano - CEO and CFO
Thank you, Natalya, and thanks to everyone for joining us today. I am pleased to report that Sachem Capital achieved record revenue of $12.7 million and generated net
income of $6.2 million for 2019, despite one-time charges related to the termination of our credit facility and recent financings.
 
Even more important, 2019 was a transformative year for the company. Specifically, we raised gross proceeds of approximately $31.4 million in equity capital and $58.2
million of debt capital. The net proceeds from these financing transactions were used to pay off the entire outstanding balance on our $35 million credit facility, which
was then terminated on June 25, 2019. Excess proceeds have been used to grow our loan portfolio and for working capital. In connection with the termination of the
credit facility, we incurred approximately $800,000 of termination costs, of which approximately $440,000 represented non-cash charges or deferred financing costs.
 
Although these termination costs had a material adverse impact on our 2019 operating results, we believe the restructuring of our balance sheet will have long-term
benefits that will enhance our operating performance for the following reasons. First, we replaced senior secured variable debt with unsecured fixed rate term notes.
Second, we have greater flexibility to incur additional indebtedness or to refinance the fixed rate term notes on more favorable terms. Third, we eliminated the significant
banking charges and fees associated with the credit facility. Fourth, we reduced our credit exposure from a single asset class, the residential fix and flip market. And
finally, the fixed rate notes have fewer covenants and fewer restrictions thereby providing us with greater flexibility to lend on assets with compelling loan to value
profiles.
 
Unlike the Webster credit facility, which had a number of covenants that restricted our ability to operate, the notes have one single covenant, an asset coverage ratio of
150%, which gives us plenty of flexibility in terms of the size of the mortgage loans we choose to make, the markets in which we choose to operate and the nature of the
collateral. In addition, the Webster credit facility was secured by a first priority lien on all our assets whereas the notes are unsecured. Lastly, we are well within
compliance guidelines on our asset coverage ratio covenant.
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Trading Under the Symbol: ISDR

Transcript:
Sachem Capital

Fourth Quarter and Full Year 2019 Conference Call
March 31, 2020

 
 
 
2019 was a highly competitive year for Sachem, with increased competition from well-capitalized market participants, aggressive pricing and generally less stringent
lending criteria. Quite simply, our competitors were flooding the market with cheap money. With that said, Sachem funded approximately $65 million in loans, clearly
our best effort to date. During the first two months of 2020, our mortgage loan portfolio increased approximately $15 million. We also started to expand our geographic
focus. Sachem was establishing relationships to help identify high quality transactions beyond Connecticut and New York that meet our strict underwriting and loan
criteria. Our plan for boots on the ground was ready to take flight.
 
Suddenly, it seemed like overnight, economic activity came to an abrupt halt. Our competition, the low cost financing and aggressive LTVs have all but vanished. The
widespread COVID-19 health crisis has turned into a worldwide economic crisis. Our tremendous enthusiasm and great expectation for loan growth in 2020 has been put
on hold. Realistically, loan growth can only resume when we can clearly see risk and market uncertainty is gone.
 
On a positive note, in the event the market shows prolonged signs of weakness, we are experienced operators and well-positioned to capitalize on potentially attractive
opportunities within the distressed debt market. As I have stated in the past, Sachem was formed to take advantage of difficult credit markets and today, less than 1% of
our assets are secured by creditors. This equates to great staying power during difficult times.
 
In light of current market conditions, and the impact of COVID-19, we believe we are uniquely positioned as the go-to non-bank real estate lender to serve the less than
traditional finance market, while others tighten their lending criteria or flee this segment of the market. We’re now seeing liquidity tighten and we’re getting calls from
borrowers to save financing transactions. This allows us to cultivate new borrowers and build our brand.
 
Meanwhile, we continue to be highly selective as we review lending opportunities. Effective April 1, 2020, our underwriting guidelines have been adjusted to reflect
these difficult times. We are limiting new loan activity to the level of loan payoffs, reducing our LTV from 70% to 50%, implementing an interest reserve and director
review on larger loans. Sachem is currently honoring all lending commitments through March 31, 2020.
 
Our loan portfolio remains solid with over $140 million of assets backing $55 million in bonds. As of December 31, 2019, of the 438 mortgage loans in our portfolio, 9,
or approximately 2.1%, were in the process of foreclosure. In comparison, at December 31, 2018, of the 403 mortgage loans in our portfolio, 13, or approximately 3.2%,
were in the process of foreclosure.
 
Under normal circumstances, we find foreclosure procedures painfully slow with time delays putting a strain on our LTV. Currently, housing courts in Connecticut are
closed due to COVID-19 until further notice, putting even more pressure on existing LTVs.
 
During the fourth quarter and the first two months of 2020, in addition to our traditional markets, we began lending against properties located in Phoenix, Arizona,
Austin, Texas, Littleton, Colorado, and Charleston, South Carolina, reflecting a recent change in our growth strategy. Despite the unknowns associated with COVID-19,
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 revenue and cash flow, which will continue to grow profitability and dividends in the years
ahead.
 
Turning to our operating results, total revenue for the year ended December 31, 2019 was approximately $12.7 million compared to approximately $11.7 million for the
year ended December 31, 2018. This represents an increase of approximately $1 million, or 8.3%. The increase in revenue is due to an increase in our lending
operations.
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For 2019, interest income was approximately $9.8 million, origination fees were approximately $1.5 million. Late and other fees were approximately $265,000;
processing fees were approximately $167,000. Net rental income was approximately $69,000 and other income was approximately $827,000. In comparison, in 2018,
interest income was approximately $9 million; origination fees were approximately $1.4 million; late and other fees were approximately $189,000; processing fees were
approximately $138,000; net rental income was approximately $102,000; and other income was approximately $837,000.
 
Total operating costs and expenses for the year ended December 31, 2019 were approximately $6.5 million compared to approximately $3.9 million for 2018. Year-over-
year this represents an increase of approximately $2.6 million or 64.5%. The increase in operating costs and expenses is due to an increase in our lending operation and
our financing activities during the year. Interest expense and amortization of deferred financing costs increased approximately 76.4% in 2019 versus ’18. In 2019, the
total amount was approximately $2.9 million including the write-off of approximately $440,000 of deferred financing costs relating the termination of our credit facility.
 
Our inability to put the November ’19 note funding to work immediately cost the company approximately $300,000 in interest cost. Close proximity to December
holidays was partly to blame and significant loan repayments kept us from making a dent in the net proceeds.
 
In 2018, the total interest expense was approximately $1.7 million, including approximately 137,000 of amortization of deferred financing costs. Professional fees in
2019 were approximately $543,000 compared to $417,000 in 2018. The increase was due to incremental services incurred in the connection with the resignation of Jeff
Villano, other financing transactions that were not consummated and other activities. In addition, we also incurred approximately $340,000 of expenses related to the
termination of the credit line.
 
Compensation expense increased approximately $286,000 due to the increase in the number of employees necessitated by the growth of our operations. G&A expenses
were approximately $479,000 in 2019 compared to $437,000 in 2018. In addition, in 2019, we recorded an impairment loss of $417,000 compared to an impairment loss
of $67,500 in 2018. The increase was due to reduction in fair value of our real estate owned compared to its cost.

 
Net income for 2019 was approximately $6.2 million compared to approximately $7.8 million for 2018, due primarily to the increase in our operating cost and expenses.
As a result of the reduction in our net income and the increase in the weighted number of common shares outstanding, net income per share for 2019 was $0.32
compared to $0.50 in 2018.
 
Turning now to our balance sheet and liquidity. Total assets at December 31, 2019 were approximately $141 million compared to approximately $86 million at
December 31, 2018. Year-over-year this represents an increase of approximately $55.2 million or 64.2%. The increase was due primarily to the growth in our mortgage
portfolio, approximately $94.3 million at December 31, 2019 compared to approximately $78.9 million at December ’18; an increase in cash, cash equivalents and
short-term marketable securities, approximately $34.8 million versus approximately $159,000 in 2018; an increase in property and equipment, approximately $1.35
million in 2019 compared to approximately $1.2 million in 2018; and lastly, an increase of real estate owned, approximately $8.3 million in 2019 compared to
approximately $2.9 million in 2018.
REO increased $3 million from September 30, 2019 levels.
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Total liabilities at December 31, 2019 were approximately $58.7 million compared to approximately $33.2 million at December 31, 2018. Year-over-year the increase is
approximately $25.5 million or approximately 76.6%.
 
Total indebtedness at December 31, 2019 was approximately $58.9 million compared to approximately $27.5 million at December 31, 2018. The only other significant
liability at December 31, 2019 was deferred revenue of approximately $1.2 million compared to approximately $1.1 million at December 31, 2018.
 
Total shareholders’ equity at December 31, 2019 was approximately $82.6 million compared to approximately $52.8 million at December 31, 2018. The year-over-year
increase of $29.8 million was due primarily to net income of $6.2 million, net proceeds of $30.5 million from the sale of our common shares, which was offset by
dividends paid. Net cash provided by operating activities in 2019 was $8.1 million compared to $6.2 million in 2018.
 
On January 7, 2020, we declared a dividend of $2.7 million or $0.12 per share. At the time of the announcement, this dividend payout reflected not only our financial
performance but also our continued confidence in the outlook for our business. As mentioned in our recent press release, we have deferred any decision with respect to
further 2020 dividends until after the end of the second quarter. Let’s not forget, Sachem has paid 100% of its taxable income from the date of our IPO through 2019 in
the form of dividends.
 
To wrap up, I am pleased with our operating results for the year, having achieved record revenue of $12.7 million and $6.2 million of net income, despite significant one-
time expenses. Our restructured balance sheet, now with our assets free and clear, is properly positioned in these difficult times. At year-end, we had approximately $35
million of available cash, and this is after taking into account the proceeds of our recent note offering. These funds will provide stability to our company as COVID-19
works its way through the credit markets.
 
In light of COVID-19, 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 remain strong. However, with an abundance of caution we have changed our focus from growth to preservation of capital until the storm
clouds have subsided and normal risk levels return. We are encouraged by the outlook for our business and look forward to reestablishing our growth plans. As always,
we remain fully committed to our goal of providing investors attractive risk-adjusted returns.
 
I would like to thank you all for joining our call today. At this point, I 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: Good morning, John. Thanks for taking my question. Listen, I might be bouncing around here a little bit but just want to get a handle on everything. Did you
mention—did I hear you right that you were looking to match going forward new originations with the level of repayments?
 
John Villano - CEO and CFO
That is correct. What we’re doing is we’re playing very close to the vest and what I tried to touch on is that we were picking up speed, we were doing well, we had boots
on the ground and then suddenly, things change. As we state today, we have significant liquidity, approximately $21 million. We do have construction commitments to
our borrowers, but let’s talk frank. We don’t know the duration of this. We don’t know our borrowers’ ability to repay and we’re just going to play very tight to the vest
until I can see the light at the end of the tunnel.
 
So yes, we’re going to try to match inflows with outflows while keeping a very substantial cash cushion.
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Q: Understood. And, I think the defensive mentality makes sense but that’s definitely helpful commentary for our model so we know not to deploy and grow your
portfolio based off your robust cash position but we might actually see a steadying out of the portfolio and you guys just trying to lean back on that robust cash position
just to maintain flexibility. So, I totally get that.
 
When you said reduce your LTV to 50%, are you saying that the new capital that you lend out that will be at a 50% loan to value of the as-appraised value?
 
John Villano - CEO and CFO
That is correct. And, really, up through the middle of February we were lending at a 70% LTV, and this has been an increased level for Sachem for approximately two
years now, and part of it was driven by our former bank, which gave us the ability to lend up that high, and then also the market competition was offering our borrowers
significant more cash at closing than we were. And even at 70%, we were not as aggressive as they are but the 70% number is really important in two aspects for us.
One, it allows us to still remain competitive and it’s like a line in the sand if a loan should turn bad or if the borrower should have some form of difficulty. And, that
extra 30%, between 70% and 100%, that’s our safety net. In Connecticut, the courts are slow and attorneys defend their borrowers. And unfortunately, as I mentioned,
the courts are closed.
 
We’re kind of in a holding pattern here. So, as I sit here, I’m looking at our LTVs and we could have some exposure there. I just can’t put a finger on it. Historically, we
have been very good but times have changed here a little bit. The key for us, Ben, we have ACHs hitting tomorrow and who knows. Are half of those going to come
back with no payment? Are we going to lose 10% of them? That’s the big issue for us as a lender. We are getting calls for people looking for assistance, and we don’t
know the extent of it. We do have guidelines in-house as to how we’re going to proceed with it but again, we don’t know how deep this is going to reach into our
portfolio.
 
Q: I don’t want to put words in your mouth but I mean, it sounds like, if I’m understanding this right, prior to the virus the market was getting really competitive. There
were people offering loans at higher than 70% LTV and maybe taking a little bit lower coupon. But, if I’m understanding that you now think you might be able to put
some money out at 50% LTVs, would the implication be, and you might have touched on this in your prepared remarks, that maybe one of those benefits of the virus is
it’s pulled a lot of what was your competition out of the market, where people who don’t have the liquidity position you guys have are now just totally out of the market
and not making new loans so the competitor set might have gotten a little bit more favorable for you guys?
 
John Villano - CEO and CFO
You’re exactly right. And, we have heard that some big platforms have stopped lending. That doesn’t mean they’re going away. They have stopped lending. Some of
our smaller participants in Connecticut, we’ve been on the phone with them, they don’t have the capital that we do or the ability like Sachem to source capital. They’re in
a little different spot. They have been contacting us to buy some paper, perhaps even join forces. And, now is not the time to do anything crazy. This is really close to the
vest. We think the surviving entities here will do unbelievably well and with that in our mind, it’s play small and preserve, in effect, your bullets. This is going to be a
long battle and the man with the cash is going to win.
 
Q: I absolutely agree. I’d even add to that, when you’re in the business of really just making loans, you’re in the business where you’re not looking for any home runs.
There’s really no such thing as a home run loan; you’re just trying to hit singles, make a loan, and get your money back.
 
I’m curious, what was activity looking like for the first half of the quarter through mid-, late February before the virus picked up?
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John Villano - CEO and CFO
We were doing quite well. We put about $15 million to work. Some of that was pent-up demand from the holidays and some of it was new relationships that we formed
for the past 60 days. So, we really were regaining our stride. The business was good. We were putting money to work. The problem, I mean if there was a problem with
putting money to work, the issue in the environment in January and February was that we were not getting traction with our loans, meaning we would put out $1 million
of loans in one week and get it back the next. Not that same million but payoffs and fundings were—the money was moving too quickly. And, we weren’t getting any
real time on the money we were lending so we were getting cash back and the money was going out again. So, we were not able to really earn the true interest revenue
that we wanted to.

 
Q: I think that dovetails into what you were saying last quarter when we were talking after your third quarter results and you were speaking about moving into certain
kind of assets or collateral where you could get a little bit more duration protection. Is that right?
 
John Villano - CEO and CFO
That is true. For 2020, we lent approximately $65 million, and we had $45 million in loan repayments. So, getting traction with our lending business it’s been a little
difficult. And, our origination fees are up but we have to apportion those over the term of the loan and interest is more critical to us than the origination fees. We just
couldn’t get the traction we wanted.

Q: The last question—and then I don’t want to monopolize the line, but obviously there’s a lot of information we’re trying to cover. I’m curious about bank financing,
not in the bridge loan space that you guys do but I kind of think of them as the take-out source of financing once the borrower is done with the bridge loan. Could you
offer any comments on what you’re hearing or seeing from your borrowers? Is there still an availability of bank financing and are these borrowers rushing to lock that in
now so we can maybe repayments spike in the coming months? Are those banks really closing all types of lending so the borrowers are stuck with your loan or finding
some other bridge loan? I’m curious about that kind of bank and permanent financing source right now.
 
John Villano - CEO and CFO
This is a good question and I’m kind of torn in my response so I’m going to give you both sides. I think the drop in interest rates has created an awful lot of stimulus.
Our friends at the banks are as terrified of what’s going to happen here as anyone else. So, I think the great rates will go to a select few borrowers. I think the process is
going to be lengthy. So, what I’m saying is I think the low rate is going to prop up the real estate; it’s going to allow us to refi more and more property.
 
With that being said, we have seen some buyers walk from contracts, and not to say that they won’t return. We have put out payoff documents. What we do is we give
the borrower a call and the real estate transaction has died on the vine basically. I think some of the borrowers are looking for better pricing and they see this as an
opportunity to squeeze. So, it’s hard to say. Long term, I think the lower rates will really grow the real estate business. I think it’s going to put a floor under real estate
prices. The thing that upsets the apple cart is a bank failure or a large real estate problem that will scare everybody away. But, for right now, the refis have slowed.
 
Q: John, I appreciate your comments. I’ll hop off and if anything comes back to mind, we’ll catch up later. Thanks, again, for taking my questions.
 
Operator
Our next question comes from Christopher Nolan from Ladenburg Thalmann. Go ahead, Christopher.
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Q: John, looking at the dividend statement in the press release, it indicates that January a dividend of $0.12 per share was paid and then there’ll be further consideration,
the dividend, at the end of the second quarter. Should we view this as being where there will be no dividend paid or declared in the first quarter or the second quarter?
 
John Villano - CEO and CFO
Chris, I hate to say anything on that right now because I truly don’t have the facts. A lot will depend on collections. And, everybody is looking at the current credit
markets with a stern eye and no one seems to know how this is going to play out. We are keenly aware that our shareholders have bought Sachem’s stock for its yield.
So, we are keenly aware of how they feel, and really my best response to that is we intend on staying a REIT. If we earn, we’re going to pay our dividends. So, we’ve
done that in the past. We’ve paid 100% of our earnings to our shareholders. If I don’t pay 100%, it’s going to be darn close but our goal is really to turn money back
over to our shareholders as soon as the storm clouds move away.
 
Q: Okay. And then back to the question in terms of the lower interest rates, based on your comments earlier, should we read that despite lower LIBOR, you’re seeing
relatively decent pricing for new investments? I don’t mean pricing, in terms of yields, investment coupons.
 
John Villano - CEO and CFO
So, on our end, the low cost money has vanished. And, some of our borrowers that were drinking from the other trough have come back and pricing is not an issue any
longer. I think in the future it will be but for right now people are looking to close deals at any price. I think pricing will come back to this market. I think some of the
competition will move away from this space but for the first couple of months of the year and the fourth quarter, I mean, man, we were looking at 9% paper. Our
borrowers were requesting the same. That has now changed a bit.
 
The next quarter is going to tell us how we’re able to price but for right now, it looks like we’re still going to be able to lend under our normal rates and terms.
 
Q: Okay. I’ll take the rest of my questions offline. Thank you for taking my questions.
 
Operator
Our next question comes from Ian Ellis from MicroCapital. Go ahead, Ian.
 
Q: Thank you. Good morning, John. I’m sure you’re very busy so I appreciate your time today. Two really related questions, and first of all I’ll preface it by saying
greatly appreciate the decision to preserve liquidity here and only extend loans to the extent you have payoff proceeds. It sounds like a very smart decision.
 
Just looking at your securities which are out in the public market here all selling at deep discounts, I acknowledge your aspiration to grow the business, but do you see a
situation where you’re getting a much better, not just risk-adjusted return but absolute return by repurchasing say the notes for example?
 
And then, I apologize for being unfamiliar with the REIT structure but if you were to say repurchase $10 million of notes for $6 million or $7 million, would that gain
qualify as income that you would be required to distribute to the shareholders under the REIT structure?
 
John Villano - CEO and CFO
This is a great question. The company and the board, we’ve been discussing this for some time. The purchase of the notes represents a great opportunity. All in all, the
yield on the notes will be tremendous as we all know. Now that they’re trading at a discount even more so.
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Our issue is really quite simple. There’s not an awful lot of liquidity in this space and then we are limited in our acquisition of those notes, or the stock for that matter, as
to how much we can buy on a daily basis. So, for example, the other day our stock traded down sharply. Sachem cannot go in there and buy every stock offered for sale.
There’s rules and regulations that prohibit that on our end.
 
To really touch on your question, yes, the bonds are a great investment. Our board is looking at these. We have not made a final decision. We certainly could not do
anything up to the issuance of our K so even though the bonds were, I don’t know, $8, we couldn’t participate.
 
Q: Understood. Okay, so it’s definitely on the table. It’s not something that you’re reluctant to consider.
 
John Villano - CEO and CFO
No, it is on the table and we’re keenly aware of it.
 
Q: Great. Okay. We’ll, I’ll look forward to getting together with you at some point soon. Thank you.
 
Operator
Our next question comes from Paul Drees from Market Edge. Go ahead, Paul.
 
Q: Hi, John. Good morning. Just one quick follow-up on the loan to value target going from 70% to 50%. Are you also doing anything on the valuation side? Are
valuations being assessed differently or adjusted on properties given the crisis or is it too early to see that?
 
John Villano - CEO and CFO
That question is on point. With any kind of decline in valuation, our properties are appraised by our auditors and appraisal results—if an appraiser doesn’t agree with our
findings of value an impairment shows up. So, right now I believe the lower interest rates will help. We’re still making the push for multiple pieces of collateral, larger
down payments. That in fact was really as of the first of the year we were considering all those things. Not so much that we knew we would be here today it’s just that
the value of properties was continuing to rise and I felt like we were walking up a wall of worry. The values keep going higher and higher, the appraiser comes back, he
appraises the house on the street that was sold at a great price and now all of a sudden, selling prices are going up. And, we’re getting caught up in that draft.
 
So, we were working on this back at the first of the year, looking for larger down payments, looking for additional real estate collateral. Most of our properties do have
multiple pieces of security.
 
Q: Okay. And then a slightly different one, as we look forward, you mentioned that you’re going through a market expansion into some new geographic targets,
Phoenix, Charleston, etc. How were those selected?
 
John Villano - CEO and CFO
We have people that run businesses in those areas. And, what’s kind of nice is we don’t have to commit people to the area. We’re able to select, pick and choose the
deals we’d like to do. Some areas, for example, a lot of our paper here in Connecticut has a 9% face on it. The loans coming out of Austin, Texas have a 12%. The one
we did in South Carolina was 9% but with a 50% LTV.
 
So, we’re able to pick and choose. This is not that we’re going there hog wild. It’s still on a loan-by-loan basis and if we like what we see we’ll consider making the
investment. We can also participate in the transaction but again it’s not willy-nilly. It’s specific and clearly property dependent.
 
Q: Okay. Great. Thanks, John.
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Operator
Our next question [audio drops]. Can you hear me now? Sorry. The next call is from Richard Schultz from Sachem Capital. Go ahead, Richard.
 
Q: Hi, John. I’m not with Sachem Capital. I’m an individual investor. I think I put the company name in there by mistake when they asked me for a company. At any
rate, John, I heard what you said about moving to a more conservative approach going forward. The question is, the COVID-19 thing really came up as we know in the
last month, maybe a little earlier, and I guess my question is had there been any thought, even though we knew revenue was probably going to be down for the first
quarter, to just let the chips fall where they may and maybe not pay a $0.12 dividend, maybe pay an $0.08 or $0.09 dividend based on actual results and then let that roll
over to quarter two and see what—obviously quarter two, I think, everybody is expecting that to be worse, unless some miracle occurs. Had there been any thought to
just letting chips fall where they may with quarter one?
 
John Villano - CEO and CFO
Our dividend early January is in reality first quarter income. So, it was a $0.12 dividend. We did consider declaring a dividend but our dividends, as you all know with
the amount of shares we have it’s about $2.7 million. And, what we think here is that holding on to our money really for three months is just such a prudent thing to do.
We understand the pain that this could cause some of our investors who really live off our income. We’re sorry about that but our job is to protect the company. No
matter what, we need to protect the company that it’s here when this is over.
 
Rich, the thing is, if we run out of money we can end up being the skeleton laying on the side of the street and we can’t let that happen. So, we’re hoping that we’re able
to make an announcement and pay some dividends at the end of June and hopefully there’s a little bit of a catch-up in there. But, let truth be told, we just don’t know
where—we really don’t know where we’re standing as of yet. It’s still too early for us.
 
Q: Okay. As a follow-up to that, then, I guess, how would Sachem go about attracting really new investors? Sachem has never really been viewed as a growth stock
really as you mentioned earlier, just a stock that paid a very good dividend. So, is there any thoughts along those lines to making the company more attractive to invest
in?
 
John Villano - CEO and CFO
Well, with REIT stocks, and a good portion of our competition has been taken out to the woodshed here, they’re operating with significant amounts of leverage, banks
that are maybe not willing to go forward with them. We’re not in that category. I think we got caught in the down draft here. But, the whole REIT space is under
unbelievable credit watch. I mentioned in the discussion, we have $141 million in assets supporting $55 million in bonds. And, it gives us a lot of room. These bonds are
not secured. And, if this turns into a fire fight, I kind of like our chances.
 
Will Sachem ever be a growth stock? I don’t think so. And, we’re an income play. Everything we earn we pay to our shareholders which keeps us from really growing
our asset base. So, sadly, our goal is to get the stock price back up through operations. I think we’ll get there. This year will be testy at best but we’re going to do
everything we can to make that happen.
 
Q: Okay. Thanks for your time, John.
 
Operator
Our next question comes from Jeff Moore, Private Investor. Go ahead, Jeff.
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Q: I wanted to ask a little bit more about the LTVs. So, when you’re cutting those back to 50% LTV, is that of the purchase price of the property or the after repair value
of the property?
 
John Villano - CEO and CFO
That’s always been the great issue with us. If it is a construction loan, we’re looking at an after repair value. So, it has to take into account the construction financing, the
appreciation that the developer puts into the project, the purchase price of the property to begin with. That’s the tougher of the calculation so it’s 50% of value. And, if
it’s a non-construction loan, it has to be 50% of the purchase price. Believe me, in today’s day and age, a 50% LTV is going to be pretty tough to get. That’s self-
imposed. We understand that. There are very few techniques we can use to prop up a transaction and it all comes down to the value at the end.
 
Q: Okay. I appreciate the conservatism. And, it seems like you guys have already addressed most of my other questions. But, I would like to just say to the guy that
asked about the pricing on the bonds and whatnot, that was a good question. I really appreciate that the board has been discussing potential repurchases of those because
they are trading for like $0.63 on the dollar.
 
John Villano - CEO and CFO
That’s exactly right.
 
Q: Yes. Given this, do you also see any insider transactions happening once your blackout window is over?
 
John Villano - CEO and CFO
I would like to pass on that for now. That has been discussed with our board as well.
 
Q: Okay. And then, another question, can you give any color as to why Jeff stepped out of his role with the company?
 
John Villano - CEO and CFO
I would prefer not. In truth, I’m not sure myself and we have not received any written communication from him with explanations why. It’s business as usual now. We
had people in-house here that were able to pick up the slack and he’ll be missed. But, we need to move on and move forward.
 
Q: Okay. And, can you provide us with an update on some of your REOs. I noticed that those grew pretty handily over the past year.
 
John Villano - CEO and CFO
They did. Yes, I’m glad you brought that up. I’m just clicking on something here. So, we increased our REO by one large project, and it’s a project that is in effect in
foreclosure but when we financed the project we had deeds in lieu of foreclosure. So, after discussions with our accountants we decided to move it from the foreclosure
list to the REO list. It was really one big project.
 
Q: Is it like an apartment complex or something?
 
John Villano - CEO and CFO
No, it’s about 27 building lots. The developer has left town. We have been working the project. Our impairment loss that we discussed is related to that. It’s going to take
some working on our end to get past it but we’re on it every day.
 
Q: Are you all going to be [indiscernible] the construction of the lots?
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John Villano - CEO and CFO
As of right now, I think our plan is to stabilize the development and land lock it. We think it’s valuable property. It has a very significant appraisal, but once again, I
think homebuilding here in Connecticut is going to be a little tricky for a while. So, we may just land bank it and figure out the value somewhere down the road.
 
Q: Okay. In the construction of this, though, there haven’t been like footers or utilities run out to the individual lots, it sounds like. It’s just literally [overlapping voices].
 
John Villano - CEO and CFO
No, it has. That has been done. These are permitted lots. The road is in. There’s utilities. It’s just now re-stabilizing the property and basically closing it down.
 
Q: Okay. So, there hasn’t been foundations or anything poured yet for the individual houses though?
 
John Villano - CEO and CFO
We have one house going up now. We’re going to build one house at a time. If it sells, perfect. If it doesn’t sell, there’s no real damage. We’re not going to go build 20
houses.
 
Q: Okay. That’s very helpful.
 
John Villano - CEO and CFO
With respect to the REO, I just want to add this. We have two pieces of property, two REOs under contract: a single family building lot for $525,000, we hope that the
buyer—that’s scheduled to close April 15; we have a commercial building, we have a contract in house for $425,000. So, we have almost $1 million under contract.
 
In the first quarter, we sold two pieces of property. One was a piece of land. We sold it for $220,000. Some of the loss that you’ll see on our financial statement relates to
that property. So, there’s no further loss there. We then sold two pieces of property with respect to a note we bought about a year ago. Our net proceeds were about
$850,000. Our investment in the note was $972,000, and we have three pieces of property left.
 
Q: Wow. That’s amazing.
 
John Villano - CEO and CFO
When you look at REO, it always looks bad but this is an issue where we went out, we bought a piece of property, we bought a distressed note. We could be on the
positive side of this relatively quickly. But once again, we just sold two properties and got most of our money back. We have three more to go.
 
Q: Okay. Fantastic.
 
John Villano - CEO and CFO
Lastly, we have in our REO property list a commercial building that we have just signed a triple net lease that will start in May of 2020. So that’s just a nice lease, long-
term, pretty stable tenant.
 
Q: Will you be keeping that triple net lease as a rental or marketing it for sale?
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John Villano - CEO and CFO
It’s a terrible thing. There’s not enough money in the rents to compare it to our 12% yield on our notes. So, most likely, with the tenant in place, this property will be
marketed and sold. But, in the meantime, the bleeding with respect to that property has now gone away.
 
Q: Okay. Are there any questions that callers have not asked yet that you think should have been asked?
 
John Villano - CEO and CFO
There’s a lot of things in discussion. There’s a lot of provisions coming out of Washington and so I want to say just this. We have not let any employees go. They’re all
getting paid. We are working on a rotating skeleton crew and morale is good. So, we’re doing our very best to handle the social distancing. Our offices are locked.
Visitors are only admitted upon acknowledgement they’re only allowed to come into our vestibule and that is basically it. So, they’re not allowed to walk through. We’re
doing our very best to conduct business while trying to protect our people. So, we really have no intention of letting these people go or to adjust their pay or any of that
kind of stuff. And, there are programs that will provide us maybe some relief from that. They’re out there. There may be programs that will protect us from these loan
deferment programs.
 
Right now, they’re all tailored to homeowners. Do you know what? I’m not a betting man but I’ll tell you it’s going to find its way into the commercial space. So, there
might be some programs that will take some of the impact of this off of us. But, for right now, it’s still too early to tell. We have hired someone to pull these programs
together for us so we can see what’s going on. If we think there’s available money, or if we qualify we’ll go after it, but we’re kind of powerful here. I don’t think
they’re going to be giving money to people that have money in the bank and are operating strongly.
 
So, let’s see how it goes. But once again, we’re here. We’re operating at a very low level, but we are operating.
 
Q: Fantastic. It seems like you guys are doing a fantastic job and if I was there in person and we were allowed to do it I would give you a high five for your good work.
 
John Villano - CEO and CFO
Alright, I’ll have to do it with an elbow.
 
Q: Right. Exactly. Thank you.
 
Operator
John, that appears to be our last question for today.
 
John Villano - Chairman, Co-CEO, CFO and Secretary
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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