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UNITED STATES SECURITIES AND CASE NO.: 04CV2295-DMS (LSP)

TIME: 1:30p.m.
Defendants.

Disc. Cut-off:

Motion Cut-off:
Trial Date:

Emvest Mortgage Fund, LL.C

EXCHANGE COMMISSION,
JUDGE: Hon. Dana M. Sabraw
Plaintiff,
RECEIVER’S EIGHTH REPORT
V. AND PETITION FOR
INSTRUCTIONS
EMVEST MORTGAGE FUND, LLC;
EMVEST, INC.; and MIL.ON LYLE CTRM: 10
BROCK, DATE: March 2, 2007

November 10, 2005
November 10, 2005
January 3, 2006

Receiver’s Eighth Verified Report and Petition for Instructions;

Prepared by Dennis Murphy, Permanent Receiver,

For the Period from 10/19/06 to 2/8/07
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This “Receiver’s Eighth Verified Report and Petition for Instructions” is
filed on behalf of Emvest Mortgage Fund, LLC (“the Fund”) in compliance with
reporting requirements for Receivers under Civil Rule 66.1 (Receivers). This
Eighth report covers the period from 10/19/06 to 2/8/07.

In addition to providing a year-end status report, this report shall identify
certain administrative issues related to the Fund. A request for instructions is
also included.

1. Summary of Operations of Receiver:

The business operations of the Fund continue in a stable manner, accurate
and timely financial reports are routinely prepared, solid financial controls are
in place, information is posted on the Fund’s website for all to see, and the
Receiver continues to run the business on a daily basis. The Receiver’s focus is
on running the Fund in a profitable and transparent manner, while liquidating
the Fund’s assets in an orderly manner by 12/31/08. The entire portfolio is for
sale, and updated details of each loan are posted on the Fund’s website for all to
see and evaluate.

Here is a summary of operations-related matters:

1.1 Continued Monthly Distributions to Members: The Court Order
filed on 3/2/05 allowed the Receiver, at his discretion, to “resume making
monthly distributions to the investors of up to 6% annually, as long as justified
by the Fund’s revenue”. The Receiver resumed making regular monthly
distributions in March 2005 at an annual rate of 6%, and this policy continues.

1.2 Emergency Hardship Refunds to Members: The Receiver initially
received permission under the Court Order filed on 3/2/05 to “make distributions
to investors based on a showing of extreme hardship or emergency, not to exceed
20% of those investors’ original capital”. The Court subsequently gave
permission to the Receiver in extreme cases to refund up to 75% of an investor’s

original capital. Most recently, in its Order filed on 8/8/06, the Court granted the
2
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Receiver’s request to be able “to disburse up to the book value of an investor’s
equity for investors of not more than $15,000 who face extreme hardship in order
to provide additional help”. The Receiver continues, as appropriate, to make
hardship disbursements to Members, and the process continues to work as
intended.

1.3 Communications with Investors: Attached as Exhibit A is a copy of
the letter (with financial statements) sent to investors on 1/31/07. In addition,
investors received their 2006 Schedule K-1 (Form 1065) tax data.

1.4  Substitution of Trustee for Foreclosure: One of the Fund’s loans
serviced by Unified Mortgage Service, Inc (“UMS?”) for which there is no written
servicing contract, has gone into default. The Receiver has executed a
Substitution of Trustee whereby Foreclosure Consultants, Inc. (“FCI”) has
replaced Lenders Reconveyance, Inc. as the Trustee for purposes of handling all
of the foreclosure process. UMS has been advised that they are not to accept any
payment from the borrower and that they are no longer servicing this loan,

2. Financial Statements:

As in the past, monthly financial statements which conform to Generally
Accepted Accounting Principles (“GAAP”) continue to be prepared on a timely
basis, and continue to be posted regularly on the Fund’s website
(http://emvest.info). In addition, these financial statements are included with the
Receiver’s periodic reports sent to investors. As part of the Receiver’s letter to
investors (see attached Exhibit A) are Financial Statements as of 12/31/06 for the
Fund, including a Balance Sheet, Income Statement, Statement of Investors’
Equity, and a reconciliation schedule which converts accrual to cash basis for
income tax purposes.

2.1. Income Statement: For the entire year 2006, the Fund had Net
Income of $2,790,958 (which includes Net Other Income of $1,317,714 related to

the court ordered payment from Defendant Brock with interest). Even without
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