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California Infrastructure and Economic Development Bank

August 1, 2014

Mr. Roberto Barragan
President
San Fernando Valley

Financial Development Corporation
5121 Van Nuys Blvd., Suite 203-A,
Van Nuys, CA 91403

Dear Mr. Barragan,

I wish to confirm that the California Infrastructure and Economic Development
Bank (IBank) will not be renewing its contract with San Fernando Valley FDC
(SFV) for fiscal year 2014-2015.

The list prepared by SFV of active guarantees is included with this letter as
Attachment A (SFV Portfolio). Please send as soon as possible all files for the
SFV Portfolio and any loan guarantee files that are inactive (graduated) to the
attention of Dan Apodaca at IBank’s office. Please note IBank’s new address at
1325 J Street, Suite 1823, Sacramento, CA 95814.

Each box for the SFV Portfolio and inactive files should be clearly labeled on the
front side of the box indicating:

Name of Borrower

Guarantee # assigned and used by SFV
“Active” or “Graduated”

“SSBCI Guarantee” or “STATE Guarantee”

e il ol

You may combine guarantee files in boxes as long as they are properly labeled
on the box and separated. SFV’s cost for shipping all active and inactive files
will be reimbursed by IBank. Please send any outstanding invoices to my
attention.

We appreciate your cooperation during this transition period. If you have any
further questions, please do not hesitate to call me.

Sincerely,

W oy or PP

Teveia R. Barnes
Executive Director

ce:  Alexander Penaloza
Panorea Avdis
Dan Apodaca
Karen Kawada
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August 7, 2014

Mr. Roberto Barragan
President
San Fernando Valley

Financial Development Corporation
5121 Van Nuys Blvd., Suite 203-A,
Van Nuys, CA 91403

Dear Mr. Barragan,

This letter is to inform you that, in my capacity both as Program Manager of the
Small Business Loan Guarantee Program (the Program) and as the Executive
Director of the IBank I have determined that the repeated instances of non-
compliance by San Fernando Valley FDC (SFV), which are further described
herein, have constituted violations of the Agreement between the IBank and
SFV for fiscal year 2013-14 (Agreement). Consequently, I have made a finding
of failure to comply as well as a finding of potential irreparable harm to the
State in accordance with Sections 63089.2(d) of the California Corporations
Code. As a result, the IBank is hereby terminating SFV’s status as a Financial
Development Corporation for the purposes of the Program, as well as its
authority to administer loan guarantees under the Program.

Further, this letter provides a response to your email to me of August 1, 2014
(Exhibit A). While the specific basis for IBank’s decision not to renew the
Agreement for fiscal year 2014-2015 is not stated in my August 1, 2014 letter to
you, I had discussed the basis in both my telephone call with you earlier in the
week and in subsequent emails to Alexander Penaloza. Please find a copy of my
July 30, 2014 email (Exhibit B) regarding some of the specific issues we
identified with the 27 guarantees listed by San Fernando Valley. Issues were
also identified for 3 of the 9 state guarantees that were registered with the
Program.

Again to summarize, in the past fiscal year:

No eligible guarantees have been properly issued by SFV under the
federal State Small Business Credit Initiative (SSBCI) for fiscal year
2013-2014.

Only 9 guarantees have been properly registered by SFV with the
Program under the state small business loan guarantee program
(SBLGP).

On December 9, 2013, Panorea Avdis, Chief Deputy Director of the California
Governor’s Office of Business and Economic Development (GO-Biz) requested
via email (Exhibit C) that “each FDC provide electronic files of the FDC
staffing information in a Word or Excel file” to assist GO-Biz and IBank prepare
the Small Business Loan Guarantee Program Report to the Legislative Analyst’s
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Office of ten years of fees, charges and administrative costs for 2003-04 to 2012-13. The next
day you advised Ms. Avdis via email (also Exhibit C) that SFV’s manager had left, and SFV had
no other state/FDC paid staff. This is a violation of Section 14018 of the California Corporations
Code which requires each FDC to provide for and maintain a central staff to perform all
administrative requirements of the FDC including all the functions required of the FDC by its
contract. In addition, you stated that because SFV had not received payment from the state
since December 2012, SFV could not hire a new manager and would not comply with Ms. Avdis’
request.

The Small Business Loan Guarantee Program Report dated January 2014 from Governor
Brown, GO-Biz and IBank (Report) can be found on IBank's website under Annual Reports to
the Legislature, Small Business Loan Guarantee Program. The Report covers the last 10 years
of the administrative costs of the state’s SBLGP and the federal State Small Business Credit
Initiative (SSBCI) programs. Please note that on pages 17 to 26 of the Report there is a footnote
on every page clarifying for the Legislature that SFV did not submit data for any of the ten years
of the Report.

SFV’s’ inability to provide the requested data is in breach of SFV’s agreement under Section E of
Exhibit D, Additional Terms and Conditions to the Agreement between SFV and GO-Biz/IBank.
Further, such failures, as well as the others described in this letter and its attachments,
constitute the failure by SFV to satisfy the applicable performance-based criteria set forth in
Section 63089.56(c)(2) of the California Government Code and the reporting requirements
imposed by Sections 63089.97 and 63089.98 of the California Government Code.

SFV’s breach of the Agreement continued, as reflected in Dan’s email of January 8, 2014 to you
(Exhibit D), when SFV failed to provide by the due date the information required by the U.S.
Treasury for the quarterly report under the SSBCI program.

All of the financial development corporations, including SFV, knew that priority was to be given
to issuing guarantees under the SSBCI program before issuing guarantees under the state’s
SBLGP. Priority has been given by the FDCs to the SSBCI program so that the state could
receive the full $168 million grant from the U.S. Treasury as quickly as possible. On January 2,
2014, Dan Apodaca sent you an email, requesting an updated report with respect to SSBCI and
the Tea Galleries guarantee that the U.S. Treasury rejected because it was ineligible for the
federal SSBCI program. At the end of that email, Dan wrote:

“Unless the projects do not qualify under SSBCI, your program guarantees should be
focused on SSBCI. You currently show no recent guarantees under the SSBCI Program.”

In response to Dan’s email, you wrote:

“As I have indicated, our state guarantee program has no employees with the departure
of Andrea DeLuna. And lacking payment by the state of amounts due under our state
contract since December 2012, I am not in a position to hire a new manager or employee.
Therefore we are unable to produce the reports requested nor able to secure
any new guarantees under the SSBCI program.” [Emphasis added]

IBank decided not to renew the Agreement with SFV, in part, because SFV is not able to produce
the reports requested by GO-Biz and as required by the U.S. Treasury under the SSBCI program
nor is SFV able to comply with key requirements of the Program. Moreover, as you stated in
January 2014, SFV is not able to secure any new guarantees under the SSBCI program. SFV
did not issue any eligible guarantees under the SSBCI program during the fiscal
year 2013-2014. With no eligible SSBCI guarantees, SFV has not adequately
performed under the SSBCI program.
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As explained in this letter and its attachments, SFV’s failures to perform constitute a violation of
its contract with the IBank as well as those provisions of the Corporations Code and
Government Code cited. Accordingly, IBank will not renew the contract with San Fernando
Valley FDC for fiscal year 2014-2015. In accordance with Government Code Section63089.56,
the use of State funds by FDCs is conditioned upon entry into signed written agreement to
provide program management services. Thus, effective immediately, SFV’s authority to
act as a Financial Development Corporation for purposes of the Program,
including but not limited to the authority to issue guarantees, is hereby withdrawn
and terminated.

In addition to the foregoing and, in accordance with Section 15 of Exhibit D of the services
contract, this letter also serves to evidence the IBank’s evaluation of SFV’s performance under
the Agreement.

All files for SFV's active loan guarantees and any loan guarantee files that are
inactive (graduated) are to be sent as soon as possible, but in no event later than
August 31, 2014 to the attention of Dan Apodaca at IBank’s office. Please note
IBank’s new address at 1325 J Street, Suite 1823, Sacramento, CA 95814.

Each box for the SFV Portfolio and inactive files should be clearly labeled on the front side of the
box indicating:

Name of Borrower

Guarantee # assigned and used by SFV
“Active” or “Graduated”

“SSBCI Guarantee” or “STATE Guarantee”

P

SFV may combine guarantee files in boxes as long as they are properly labeled on the box and
separated. SFV’s cost for shipping all active and inactive files will be reimbursed by IBank.
Please send any outstanding invoices to my attention.

We appreciate your cooperation during this transition period.

Sincerely,

Teveia R. Barnes
Executive Director

cc: Alexander Penaloza
Jerry Ruiz
Panorea Avdis
Dan Apodaca
Karen Kawada
Marilyn Munoz
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Teveia Barnes

e
From: Roberto Barragan <roberto@vedc.org>
Sent: Friday, August 01, 2014 5:28 PM
To: Teveia Barnes
Cc: Roberto Barragan (mobile); Alexander Penaloza; Karen Kawada; Dan Apodaca; Panorea
Avdis; Karen Zirkle; Mike Ocasio; Mike Rossi
Subject: RE: Letter to Roberto Barragan re Contract
Ms. Barnes

I am in receipt of your communications and | am forwarding it to our counsel to advise us on a proper course of action.

Please be advised that your letter does not confirm anything as your phone call to me this past week , and the
information you shared with me was incorrect, a misstatement you have already recognized in a number of emails to my
staff. Rather than not making any loan guarantees in the 2013-2014 fiscal year, as you claimed, the SFV Financial
Development Corporation executed 27 guarantees totaling $2.7 million.

Further, even if all the guarantees were secured through the state program rather than the federal program, our 2012-
2013 contract did not establish benchmarks for either program nor required minimums for either.

Finally, your office has confirmed, as of yesterday, that its reporting system is corrupted and that the majority of FDCs
report their guarantees manually, just as we have through the most recent quarter.. They have also acknowledged not
recording information that you confirmed receiving last April that reflected 19 guarantees through March 31, 2014.
That information is reflected in the spreadsheet you have accepted and attached to your letter.

However, your basis and rationale for not renewing our contract, therefore, has not been established, and so | must
dispute the actions you are taking in your communications.

Nothing will be forthcoming from this office until we have reviewed al! legal options.

I would have hoped that the | Bank would have done a better job of managing this iconic program as well as serving
small businesses across the state, The State of California deserves nothing less.

Roberto Barragan

President

Golden State Financial Development Corporation

(formerly San Fernando Valley Financial Development Corporation)
A Certified Development Corporation

From: Teveia Barnes rmaitto:Teveia.B;rwnels.'@m ib@nlé.CA.GO!l
Sent: Friday, August 01, 2014 4:33 PM

To: Roberto Barragan
Cc: Roberto Barragan (mobile); Alexander Penaloza; Karen Kawada; Dan Apodaca; Panorea Avdis; Karen Zirkle
Subject: Letter to Roberto Barragan re Contract

Please see the attachment.



Take care,
Teveia

We’ve Moved!

Teveia R. Barnes

Executive Director

California Infrastructure and
Economic Development Bank
1325 J Street, Suite 1823
Sacramento, California 95814
(916) 324-6992 voice

(916) 319-7791 fax

Teveia. Barnes@ibank.ca.gov

CONFIDENTIALITY NOTE: The information contained in this e-mail message may be priviieged and confidential information and is imended only for the use of the
individual andfer emiity identified in the alias address of this message. If the reader of the message is noi the intended recipient, or an employee responsible to
deliver it to the intended recipient, you are herehy nolified that any disseminalion, distribution or copy of this email is sirictly prohibited. If you have received this
communicalion in errar, please notify the sender immediately by telephone or retum e-mail and delete the original message from your system. Thank you.
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Teveia Barnes

From: Teveia Barnes

Sent: Wednesday, July 30, 2014 3:15 PM

To: 'Alexander Penaloza'

Cc: - '‘Roberto Barragan (mobile)'; 'Roberto Barragan'; Dan Apodaca; Karen Kawada
Subject: San Fernando Valley FDC - 2013-14 7/30/2014 3:15 pm

Importance: High

Alex,

We have compared your listing to IBank’s record of registered Small Business Loan Guarantee
Program FY 2013/14 guarantees for San Fernando Valley FDC (SFV). IBank’s records only reflect
guarantees issued during the September 2013 quarter. After September 2013, no guarantees have
been properly registered by SFV with IBank.

Below are the findings of the 27 guarantees listed in SFV’s attached file.

1. Of the 27 guarantees listed in the attached file, SFV registered only 9. The promissory note
date of these 9 were within the September 2013 quarter; the 18 others were issued on/after
October 1, 2013. Proper registration of the 18 is required before they will be included in the state
guarantee program.

2. Of the 9 guarantees that were registered, the registration record of three reflect different
Loan Numbers than in SFV’s attached file. This is noted in added column C in the attached file.
Your records should match the Loan Numbers registered with IBank.

3. Of the g guarantees that were registered, one was registered reflecting a higher Loan
Amount than the amount in SFV’s attached file. This is noted in column E and should be
reconciled.

4. Of the 9 guarantees that were registered, the guarantee percentage of two are different.
Refer to column G for specific Loan Numbers. This should be reconciled.

5. IBank does not have any record of approving SFV’s Redondo Emergency loan guarantee
issued during FY 2013/14 for the federal SSBCI program. We do have guarantee registrations for
SFFo006 and SFF020 both for loans to Redondo Emergency, however, neither were issued during FY
2013/14. These two are summarized  below. If SFV has a signed Certification Receipt and
Authorization from IBank for a FY 2013/14 guarantee, please provide me with a copy as soon as
possible.

SFFo006: Included in Dec-2011 SSBCI Quarterly Report as a New Guarantee at 80%
dated 29-Dec-11 through 31-Dec-12 issued on a Term Loan for $500,000 made by First Bank.

SFF020: Was registered during the March 2013 quarter as a Guarantee Renewal at 75%
dated 31-Jan-13 through 31-Jan-14 issued on a Line of Credit for ~ $500,000 made by
First Bank.



To éummarize, only 9 guarantees have been properly registered by SFV with IBank under the state
small business loan guarantee program for the fiscal year 2013-2014. No loan guarantees have been
issued by SFV under the federal SSBCI program for fiscal year 2013-2014.

Take care,
Teveia

Teveia R. Barnes

Executive Director

California Infrastructure and
Economic Development Bank
1325 J Street, Suite 1823
Sacramento, California 95814
(916) 324-6992 voice

(916) 319-7791 fax
Teveia.Barnes@ibank.ca.gov




f}(}u"b'#_ C’_

Teveia Barnes

e : =
From: Roberto Barragan <roberto@vedc.org>
Sent: Tuesday, December 10, 2013 8:15 PM
To: Panorea Avdis; 'rsaenz@iefdc.org'; 'karl_zalazowski@calcoastal.org';

'draven@vsbdc.com'; 'mjd@safe-bidco.com’; 'cwilliams@cacapital.org’;
'kehilcott@cdcloans.com'; ‘emlnor@yahoo.com’; ‘edwardlee@hsbfdc.org’;
'mark.robertson@pcrcorp.org’; ‘mocasio@sbfdoc.com’

Cc: Janelle Green; Barnes, Teveia
Subject: RE: FDC Data Reporting: Request for Electronic Files
Ms Avdis

Please be advised that our manager has left our FDC and we have no other state/FDC paid staff. In addition, we have not
received payment from the state since December 2012, and therefore cannot hire a new manager. We will not be able
to comply with your request.

Roberto Barragan

President

Golden State Financiai Development Corporation

(formerly San Fernando Valley Financial Development Corporation)
A Certified Development Corporation

Sent: Monday, Pecember 09, 2013 3:54 PM

To: 'rsaenz@iefdc.org'; 'karl_zalazowski@calcoastal.org'; 'draven@vsbdc.com'; 'mjd@safe-bidco.com’;
‘cwilliams@cacapital.org'; 'kchilcott@cdcloans.com’; 'em1nor@yahoo.com'; 'edwardlee@hsbfdc.org'; Roberto Barragan;
‘'mark.robertson@pcrcorp.org'; ‘mocasio@sbfdoc.com'

Cc: Janelle Green; teveia.barnes@ibank.ca.gov
Subject: FDC Data Reporting: Request for Electronic Files

Dear FDC’s,

We are in the process of developing the SBLGP Annual Report to the Legislative Analyst’s Office. As you know, we will be
incorporating data from your individual reports to satisfy some of the report requirements. To expedite this process, |
am requesting that each FDC provide electronic files of the FDC staffing information in a Word or Excel file.

Also, if possible, please provide the following data in an Excel file:
e Fees and Charges for both the SBLGP and SSBC! from 2003-04 to 2012-13
e Administrative Costs for the SBLGP and SSBCI from 2003-04 to 2012-13
e Loan Guarantee Fee-Related Funding from 2003-04 to 2012-13

For your reference, | have attached a spreadsheet that shows how we will report this information for each fiscal year.

1 am requesting that each FDC provide this information to GO-Biz by COB this Wednesday (12/11). Please email this
information and any questions you may have to Janelle Green, Small Business Specialist, at Janelle.green@gov.ca.gov.

Thank you for your assistance with this request.

Regards,
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Teveia Barnes

Subject: FW: late quarterly report for SSBCI

On Jan 8, 2014, at 10:26 AM, "Apodaca, Dan"
<Dan.Apodaca@ibank.ca.gov<mailto:Dan.Apodaca@ibank.ca.gov>> wrote:

Gentlemen,
Would you please make the submittal a priority. They were due yesterday.
Remember, only those with approved certs and executed documents can be placed into the database.

Dan Apodaca

Assistant Program Manager

California Infrastructure and Economic Development Bank CA Small Business Loan Guarantee
Program

980 gth Street, Suite goo

Sacramento, CA 95814

016-327-2028

Fax 916-319-7784 :
Dan.Apodaca@ibank.ca.gov<mailto:Dan.Apodaca@ibank.ca.gov>

CONFIDENTIALITY NOTE: The information contained in this e-mail message may be privileged and
confidential information and is intended only for the use of the individual and/or entity identified in
the alias address of this message. If the reader of the message is not the intended recipient, or an
employee responsible to deliver it to the intended recipient, you are hereby notified that any
dissemination, distribution or copy of this email is strictly prohibited. If you have received this
communication in error, please notify the sender immediately by telephone or return e-mail and
delete the original message from your system. Thank you.



Panorea

Panorea Avdis

Chief Deputy Director

California Governor’s Office of Business and Economic Development (Go-Biz)
1400 10" Street

Sacramento, CA 95814

916.319.9637 Direct

Panorea.Avdis@gov.ca.gov

CONFIDENTIALITY NOTE: The information contained in this e-mail message may be privieged and confidential information and is intended only for the use of the
individuai and/or entity identified in the alias address of this message. If the reader of the message is not the Intended reciplent, or an employee responsible to
deliver It to the intended reciplent, you are hereby notified that any dissemination, distribution or copy of this emall is strictly prohibited. If you have recelved this
communication in error, please notify the sender immediately by telephone of refurn e-mail and delets the original message from your system. Thank you,



Exhibit C
Letter Dated August 22, 2014
On behalf of San Fernando Valley Financial Development Corporation



AS ALVARADOSMITH

633 W. Fifth Street A PROFESSIONAL CORPORATION Santa Ana
Suite 1100 INCLUDING PROFESSIONAL CORPORATIONS 714.852.6800
Los Angeles, California 90071
Phone: 213.2292400 San Francisco
Fax: 21 3.229.2499 415.624.8665
www.AlvaradoSmith.com
Rick D. Navarrette Raymond G. Alvarado,
ravarrette@AlvaradoSmith.com 1936-2014
August 22, 2014

ViA EMAIL, U.S. MAIL AND OVERNIGHT MAIL

ibank@ibank.ca.gov

Board of Directors Board of Directors

California Infrastructure and Economic California Infrastructure and Economic

Development Bank Development Bank

P.O. Box 2830 1325 J Street, Suite 1823

Sacramento, CA 95812-2830 Sacramento, CA 95814

Re:  Request for Reconsideration by San Fernando Valley Financial Development
Corporation of August 7, 2014 Written Decision of Program Manager and
Executive Director Teveia Barnes

Dear Board of Directors of California Infrastructure and Economic Development Bank:

This office represents San Fernando Valley Financial Development Corporation (“SFV”)
and its president Roberto Barragan with respect to that certain Agreement Number 13GOB038
for the fiscal year 2013-2014 (the “Agreement”) between SFV and California Infrastructure and
Economic Development Bank (“I-Bank™).

SFV and Mr. Barragan respectfully request formal reconsideration by the Board of
Directors of I-Bank (the “Board”) , pursuant to California Government Code Section 63089.2
and Exhibit D, ADDITIONAL TERMS AND CONDITIONS, Paragraph 6A (3) of the
Agreement, of the written decision, including actions and findings of Executive Director and
Program Manager Teveia R. Barnes, as set forth in the letters from Ms. Barnes addressed to SFV
and Mr. Barragan dated August 1, 2014 and August 7, 2014, respectively. (Copies of the
aforementioned letters signed by Ms. Barnes are attached to this Request for Reconsideration as
Exhibit “1”” and Exhibit “2”.) More specifically, SFV respectfully requests the Board’s
reconsideration and thereafter issuance by the Board of a formal administrative decision
rescinding Ms. Barnes’ inappropriate and disputed actions taken on August 7, 2014 as follows:

—(1)-termination of SEV’s status.as.a Financial Development Corporation (“FDC”) forthe
purposes of the Small Business Loan Program (“Program™) and (2) termination of SFV’s
authority to administer loan guarantees under the Program. In addition to the above, SFV and
Mr. Barragan respectfully request that the Board formerly reconsiders and rescinds the action
and decision made by Ms. Barnes to not renew the Agreement between SFV and I-Bank for the
fiscal year 2014-2015 as set forth in her letter dated August 1, 2014. In connection with this
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Request for Reconsideration under the Agreement and applicable law, SFV further respectfully
requests that the Board issues a directive to Ms. Barnes as Executive Director and Program
Manager to negotiate in good faith with SFV to renew the contract for the fiscal year 2014-2015
under terms and conditions as reasonable and appropriate under the circumstances and based
upon on proper evaluation of SFV’s performance of the Agreement as required under Exhibit D,
ADDITIONAL TERMS AND CONDITIONS, Paragraph 15 of the Agreement and applicable
law.

In support of its Request for Reconsideration, SFV submits the following:

SFV has enjoyed a mutually beneficial working relationship with I-Bank and its
predecessor state agencies for many years. SFV first became part of the Small Business Loan
Program in the fiscal year 2001 to 2002. During the ensuing years, SFV dealt with a number of
program managers and executive directors. SFV’s relationship with program managers and
executive directors was always cordial and professional. Of course, certain issues or concerns
arose in the normal course of business, but those matters never resulted in adverse actions or
decisions taken by any program manager or executive director against SFV. In addition, there
were absolutely no claims made by a program manager or executive director of SFV’s material
breach or failure to comply with the applicable contract. Any such matters were addressed and
resolved expeditiously and responsibly without the specter of cancellation or termination of the
applicable contract.

In total, SFV earned 12 separate renewals of its contracts without protest or objection for
the fiscal years from 2001 to 2013. Over the course of years of the multiple contracts, SFV
successfully issued approximately 250 loan guarantees under the State Program and 20 loan
guarantees under the federal program. Overall, SFV has maintained the lowest loss record
among FDC's during its tenure with the Program as a result of its stellar collection process and
procedures. Even on the rare occasion when a guarantee had to be paid due to unsuccessful
collection efforts by the bank, SFV took appropriate action and measures to ensure that the State
and the Program ultimately suffered no loss.

MS. BARNES ACTED INAPPROPRIATELY AND WITHOUT JUST CAUSE IN
TERMINATING SFV’S STATUS AS AN FDC, BY TERMINATING SFV’S AUTHORITY
TO ADMINISTER LOAN GUARANTEES UNDER THE PROGRAM AND BY NOT
RENEWING THE AGREEMENT FOR THE 2014-2015 FISCAL YEAR

As set forth in the August 7, 2014 letter (the “Letter”), Ms. Barnes terminated SFV’s
status as on FDC and its authority under the Program (hereinafter, “the Termination Decision”).
Ms. Barnes purportedly based the Termination Decision on “... repeated instances of non-
compliance by (SFV) ... which... constituted violations of the Agreement...” Ms. Barnes also
stated that in the Letter the Termination Decision was premised upon “... a finding of failure to
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comply as well as a finding of potential irreparable harm to the State in accordance with Section
63089.2(d) of the California Corporations Code.”! For the reasons explained hereinafter, SFV
disputes the Termination Decision and it requests the Board’s reconsideration and rescission of
that decision.

To begin with, Ms. Barnes “summarize(s)” on the first page of the Letter that in the 2013-
2014 fiscal year, SFV purportedly had “No eligible guarantees have been properly issued by
SFV under the federal State Small Business Credit Initiative (SSBCI) for fiscal year 2013-
2014.” (Bold in original.) This initial statement and claim by Ms. Barnes is demonstrably
inaccurate as SFV had produced at least one eligible loan guarantee under the SSBCI for the
fiscal year 2013-2014. Indeed, SFV reported information in connection with the SSBCI loan
directly to Ms. Barnes in an email dated July 30, 2014. (See email 7/30/14, attached hereto as
Exhibit “3”.) Moreover, the purported lack of eligible guarantees, even if were true, does not
constitute a failure to comply with or violation of the Agreement. The Agreement does not
contain any provision establishing threshold SSBCI loan quantity requirements or milestones for
SSBCI loans. In view of the above, Ms. Barnes” Termination Decision, to the extent it was
based on the purported “non-compliance” or “violations” of the Agreement by SFV with respect
to eligible loan guarantees under the SSBCI, is inappropriate and not unjustified because the
parties to the Agreement did not mutually agree to specific quantity or milestones in the
Agreement.

Moreover, for similar reasons, Ms. Barnes’ decision to not renew the Agreement for the
fiscal year 2014-2015 (the “Non-Renewal Decision”) if based on the purported “non-
compliance” or “violations” of the Agreement by SFV with respect to eligible loan guarantees
under the SSBCI, is neither justified nor warranted; the Agreement did not set forth any specific
requirements for SSBCI eligible loan guarantees or any milestones for SSBCI loans.
Accordingly, the Non-Renewal Decision is also flawed and should be rescinded by the Board
because no valid showing has been made or can be made of non-compliance or failure to comply
with the Agreement for the simple reason that SFV did not and does not have the contractual
obligation to provide a specific or minimum number of eligible SSBCI loan guarantees.

It also bears pointing out that at times SFV’s efforts to enroll loan guarantees under the
SSBCI were met with resistance by program managers. As shown in Exhibit “4” attached
hereto, Karen Kawada as Program Manager made the decision “un-enroll” an SFV generated
loan guarantee from the SSBCI federal Program in favor of the State program. SFV, however,

dutifully followed the Program Manager’s instructions to transfet the Toan guarantee to the State—————————

Business Loan program.

! There is no Section 63089.2(d) of the California Corporations Code. Apparently, Ms. Barnes meant to refer to
Section 63089.2(d) of the California Government Code
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Additionally, as shown in Exhibit “5”, on another occasion Ms. Barnes discouraged
SFV’s efforts to issue loan guarantees under the SSBCI Program by refusing to approve SFV’s
request to place a loan in the SSBCI Program. Ms. Barnes erroneously insisted that peer review
was required for the transaction. SFV later received oral confirmation from Program Manager
Dan Apodaca that no peer review was required or necessary. Thus, in at least two instances
program managers and the Executive Director impeded rather than cooperated with SFV’s
effort’s to proceed with processing loan guarantees under the SSBCI Program.

Ms. Barnes’ finding of potential irreparable harm to the State under Sections 63089.2 (d)
of the California Government Code is also patently deficient and thereby inappropriate.2 In the
Letter, Ms. Barnes failed to support this critical finding with any facts or documents. Ms. Barnes
also neglected to provide SFV with reasonably adequate details and notice of the specific nature
of the alleged irreparable harm to the State and/or the specific conduct or actions by SFV that
caused the undisclosed potential irreparable harm to the State. It appears that Ms. Barnes merely
presumes irreparable harm to the State, but she lacked any facts or credible information to
support her assertion. In the end, this purported finding of irreparable harm is arbitrary and
capricious and it suffers from the same fundamental and inherent flaws as the Termination
Decision and the Non-Renewal Decision in terms of lack of factual, evidentiary or legal support.

Although it is less than clear, Ms. Barnes also purports to support both the Termination
Decision and the Non-Renewal Decision (collectively, the “Disputed Decisions™) on the grounds
that “Only 9 guarantees have been properly registered by SFV with the program under the
state small business loan guarantee program....” (Bold in original). First, Ms. Barnes’
statement is misleading and inaccurate. As shown in Exhibit “6” attached hereto, (SFV reporting
documents for April 2014), SFV reported 27 loan guarantees under the State loan Program and
not merely 9 loan guarantees as contended by Ms. Barnes. Ms. Barnes further asserts in the
Letter that there were certain deficiencies in the registration information for 18 of the 27 loan
guarantees. However, SFV had been led to believe all along that it was in compliance with
reporting requirements. (See, Exhibit “7”, emails re: acceptance of SFV reporting). In fact, no
issue had been raised by the Program Managers as to SFV’s reporting of loan guarantees until
the reporting issue was first brought to SFV’s attention by Ms. Barnes in an email on J uly 30,
2014. (See email of July 30, 2014 from Ms. Barnes, attached hereto as Exhibit “8”.) As shown
in Exhibit "8", however, SFV promptly responded to Ms. Barnes’ July 30, 2014 email. SFV
explained to Ms. Barnes, who was still relatively new to her position as Executive Director, that
as far back as November of 2012 the BTH data system had experienced severe technical

problems leading to corruption of the database and rendering it impossible for Sk'V 1o register
state and federal guarantees through that database. Consequently, in accordance with the verbal
direction of Program Manager Karen Kawada, SFV was instructed to create an excel spreadsheet
using the same fields from the BTH database system. Based on the Program Manager’s

2 See Footnote 1, regarding Ms. Barnes’ incorrect citation to the California Corporations Code
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instructions, SFV reported updated loan guarantee information to I-Bank via Excel spreadsheet
on a quarterly basis. This method of using manually prepared excel spreadsheets to comply with
reporting requests and requirements was firmly established by the time Ms. Barnes became
Executive Director and it remained the parties’ practice and custom for reporting up through and
including July 30, 2014.

In view of the forgoing, Ms. Barnes’ finding that only 9 loan guarantees had been
“properly” registered does not accurately represent the true state of facts with respect to SFV’s
reporting as adopted through the parties' custom and practice. The finding also ignores an oral
directive from [-Bank’s program manager to report manually via excel spreadsheet. The finding
is also lacking in material support because it ignores the parties’ custom and practice with
respect to reporting. We also wish to point out that the reporting deficiencies as described by
Ms. Barnes, on the whole, were very minor and correctable and they certainly did not impair or
negatively affect the validity or integrity of the loan guarantees.

Ms. Barnes also states that the Disputed Decisions were premised upon her claim that
SFV was not able to produce reports or provide data that had been requested by either Go-Biz or
the US Treasury. [“SFV’s inability to provide the requested data is in breach of SFV’s
agreement under Section E of Exhibit D... between SFV and ... I-Bank.”]; [“I-Bank decided not
to renew the Agreement with SFV, in part, because SFV is not able to produce the reports
requested by Go-Biz and.... the US Treasury....”]. The key piece of “evidence” that was
mentioned and relied upon by Ms. Barnes to support her contention is an email from Mr. Roberto
Barragan to Dan Apodaca dated January 2, 2014, attached as Exhibit “C” the Letter. Close
inspection of Mr. Barragan’s email response to Dan Apodaca’s January 2, 2014 email reveals
that this email does not demonstrate or establish any material breach of the Agreement or
appropriate grounds for non-renewal of the contract for the 2014-2015 fiscal year as asserted by
Ms. Barnes. In his email response, Mr. Barragan succinctly explained to Ms. Barnes that SFV’s
ability to provide data to I-Bank had been severely impacted by the loss of key personnel due to
non-payment from the State since December of 2012. As further indicated by Mr. Barragan,
SFV’s manager had recently left SFV’s employ, in large part due to lack of state funding. The
lack of payment from the State also made it impossible for SFV to pay for new staff and hire a
new program manager. Therefore, SFV’s inability to comply with Ms. Barnes’ request for data
was certainly excusable due to external circumstances imposed upon SFV that were not the fault
or responsibility of SFV. Ms. Barnes arbitrarily ignored the information supplied by SFV and
the legitimate reasons given for why it had been prevented from complying with her request for

data. Ms. Barnes further acted in a capricious manner by selecting only a portion of the email
out of its proper context and using that snippet of the email to support her decision.

In the Letter, Ms. Barnes also asserts that SFV failed “...to satisfy the applicable
performance-based criteria set forth in Section 63089.97 and 63089.98 of the California
Government Code.” California Government Code Section 63089.56(i)(2), however, does not
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establish performance-based criteria that must be met by SFV. Rather, that section provides that
the program manager “... shall allocate and transfer money to invest fund accounts based on
performance-based criteria. The criteria shall include, but not be limited to, the following:

(2) The number and amount of loans guaranteed by a corporation.” (Emphasis added)

Thus, Gov’t Code Section 63098.56(c)(2) does not establish performance based criteria
in the first instance, and therefore SFV could have “failed” to comply with criteria in breach of
the Agreement or applicable law. Consequently, decisions made by Ms. Barnes as reflected in
the Disputed Decisions fail because they are based on Ms. Barnes fundamentally erroneous and
incorrect interpretation of the Agreement and applicable law.

With respect to statutory reporting requirements, California Gov’t Code Section 63089.97
provides, in relevant part, that “Each corporation shall provide to the program manager, in the
format described by him or her, data and reports...” The section goes on to list the type of data
and reports required to be provided by a corporation such as SFV.

As explained on pages 4-5 of this Request for Reconsideration, SFV complied with the
requests for information and data as directed by program managers up through and including
July 30, 2014. Thereafter, SFV unfortunately was prevented from fully supplying data and
reports due to lack of sufficient and timely funding from the State. However, SFV substantially
complied with the reporting requirements given its limited resources and unique circumstances.
Consequently, Ms. Barnes’ claim with respect to non-compliance with California’s statutory
reporting requirements lacks sufficient support and should be rejected by the Board.?

In the final analysis, Ms. Barnes appears to have been searching for an excuse to
terminate SFV and looking for any reason, plausible or not, to not renew the contract with SFV.
Ms. Barnes ultimately decided to focus on reporting issues in order to rationalize her decisions.
Her actions, nonetheless, reflect a rush to make a judgment and knee-jerk reaction to exaggerated
reporting issues. It is clear that Ms. Barnes did not thoroughly investigate this matter and engage
in careful deliberation of the subject matter. Moreover, there always existed less draconian
options or ways to deal with and resolve the reporting issues and others that the parties
encountered in the normal course of business. Ms. Barnes eschewed those options in favor of the
hasty and ill-conceived Disputed Decisions. This Board, however, has the opportunity and
power to correct Ms. Barnes’ serious mistakes and errors in judgment.

The Board should rescind the Disputed Decisions. Further, SFV respectfully urges the
Board to direct the Program Manager and Executive Director of I-Bank to negotiate in good faith

3 California Government Code Section 63089.98, which was also cited by Ms. Barnes in the Letter, appears to
subject the Program Manager to supply a report annually to the Governor and Legislature. This section does not
appear to impose reporting requirements on SFV.
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for renewal of the Agreement in compliance with Exhibit D, Paragraph 15, Evaluation of
Contractor’s Performance.

SFV thanks the Board in advance for the opportunity to present its Request for
Reconsideration.

Very truly yours,

ALVARADOSMITH
A Professional Corporation

Rick D. Navarrett -

RDN:dn

cc: Ms. Teveia Barnes
(via email at teveia.barnes@ibank.ca.gov and U.S. Mail.)
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Bili Lockyer
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Michael Cohen
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Department of Finance

Brian P. Kelly
Secretary,
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N A cCalifornia Infrastructure and Economic Development Bank

August 1, 2014

Mr. Roberto Barragan
President
San Fernando Valley

Financial Development Corporation
5121 Van Nuys Blvd., Suite 20’;~A
Van Nuys, CA 91403

Dear Mr. Barragan,

1 wish to confirm that the California Infrastructure and Economic Development
Bank (IBank) will not be renewing its contract with San Fernando Valley FDC
(SFV) for fiscal year 2014-2015.

The list prepared by SFV of active guarantees is included with this letter as
Attachment A (SFV Portfolio). Please send as soon as possible all files for the
SFV Portfolio and any loan guarantee files that are inactive (graduated) to the
attention of Dan Apodaca at IBank’s office. Please note IBank’s new address at
1325 J Street, Suite 1823, Sacramento, CA 95814.

Each box for the SFV Portfolio and inactive files should be clearly labeled on the
front side of the box indicating:

Name of Borrower

Guarantee # assigned and used by SFV
“Active” or “Graduated”

“SSBCI Guarantee” or “STATE Guarantee”

Fal Sl

You may combine guarantee files in boxes as long as they are properly labeled
on the box and separated. SFV’s cost for shipping all active and inactive files
will be reimbursed by IBank. Please send any outstanding invoices to my
attention.

We appreciate your cooperation during this transition period. If you have any
further questions, please do not hesitate to call me.

Sincerely,

S s .
w_»//'» ML%/MJ &f&.ﬂw‘.«\“ﬁ“w’)

13257 Sheet, Suite TH2Y
Sacramento, CA 88814

{916} 322-1349 Phone
{918) 322-8314 Fax
www.ibank ca.gov

T, PN 5 B & Fgangp
ER VAL W)t B LN B T3 § L why iy
Executive Director

c¢e: Alexander Penaloza
Panorea Avdis
Dan Apodaca
Karen Kawada



TERLIPMIA, - praciddy yuio},

BEABIPLA - Searuesengy weof poasosddy

8

Smrpuny §

janreay pasciddy jejoy,

& NN

PLOT-ET07 SINUUIVHE) Be0] PApIIng

sasuRsens weory paaosddy
bT6I9LTS lossTeL'es iz suro} papuny /pascddy 1oy,

F10T/L2/9  |[PI0Z/91/9 NOIDOV| 8ot § [0S 000°0¢ $ 083K UEG NQIDDV] I35 1 osnpy sBousIN|  dOYIgS B el IS
b102/9/9 [PIOC/08/E yueg vEanony ved| 80Z'c0] $ 0% 000°621 $ PUNIOOZG E RURG VESLSIIY U] MMIJ oze] uTug dEX IS UDAHE L TP BATEYS D) USSR | TIE0MS
¥ 102/0/9  [PIoC/oe/s Yuegg veanawy wedl op0'091 $ %08 000007 5 RMOURG] Jurg SEOUOWY vEy]  uuRy) oz} ey gty DY YOO DHAL  OB0S
v10T/T/Y  |pioeisess yoeg 383t | 000°05¢ $ 1401 000005 £ | yovog uenmUUE e IIH (YT Anys usyy IDHSS Aduddiaux; OpuOPIY]  KOE0S
P102/91/S  [p10R/L/s yuzg BEALY ved | O000% $ %08 200001 $ BUOION| Yurg wedudwy weg]  GLSJ ] OZECT] UTIG Y198 PR, O3 WIRE] SUMQPTIE]  90E0dS
vIOE/8/C  [PI0Tive/y G010 000051 $ §o45L 00000Z $ ol osgy|. ann] o0 prem gl aoTdEs SHOBNOG PIOJUOGE  SOEOIS
¥102/9/C  IP10C/05HT NOIDDV] 00001 $ 1205 00°07 $ Gi] Ueg NOIOV]  uweay OSOIEN INT  JEYTES DV MGV S0E04S
pi0Z/SC/y  IPI0T/81/E NOIDDV 906°01 $ 12608 2000 H BERER NOIDDV| wmy DSTA; YOIN dOTHS $I0FAIOE TOPNCYTY BMBEX ] $OEOAS
ploz/c/c  I0E/vT/T jueg eosnsyoigl a0p061 $ %08 o0'8¢T $ 09813683, WEG] FRI0IOUON JUIMEG] UL ROIOUOH SURNE] JErIgs] 3nBoR Uzl SSNRUILKY eap [y T SPuRlg PueiSog]  COCodS
rioz/e/e  [S10T/0e/T BESBIWY VLG G0'ROT S i% 00092 $ azuang €] NuBg uedHoWY ueg]  wuny]  esompuad XAy dOYHIS Y12 PGP YUIS]  Z0E0AS
yl0z/e/E  Iei0e/ LT/t GEURLY UEZ{ 000°96T $ %08 000'0L¢ $ sepduy SO | Yuey upopiuy weg|  UmRy]  92O[EURJ X9V JEYHs HOLIREISAY SHHT) TP “OB] SosULLNTT WYOY!  [OE0S
FIOT/S/E  ewr/se/1t ULILIBLY VBT GUG'00 § 1908 000°052 $ PliEA OpUBIR,] UBS | Uty GBDURUY GBG]  WIRL]  w20puad ey dEY IS ou{ SaSUGINUY Ae308]  GOS0dS
$107/2/21  {L10T/5e/1% G5} UBS GOBOV] G0 S1 § {706 B05°0¢ $ 5T ueg OUBJUOW PHE] A\BID[] OUENON BRENT  AOYHS) wuady ooumiu] TRRD 4900 GOZO:IS
CEOZ/LE/ 1L 1Ee/8/ 5t seonaury Uegi $71°521 $ [%08 0E591 $ | ypeog uoiBununyy szoppuag xopy]  wl|  weopusg ¥oy]  afyrgS|s vapoul sosudioweiy g(y 2opuiany % CoRpEIeAS]  §6704S
CL0Z//Tl  |EI0L/8/11 | 089K] U8 NOIDDV] 080'61 $ [20¢ 000°0% 3 OBy veg NOIODY:  widy| OSUSEOYINT . IS 8] “opuey Ag Spiqe.] Bqp upRnEy] ouRgl  [6Z0dS
CI0C/9/1L  {8102/32/01 a0 605211 $ [pusy 00005 - fofe A g GOXESE (Y1 BOXEg dEYHIS S19RPO3 SUIpEDE Y| 96E(AS
SEOT/RT/ 01 oY v NOIDDY | 000°01 $ [osls 00T $ SBory uvg NODOVE  waep BITH JOES GORTIOISTY IVQNUPON]  £6T0:I8
CHOZ/BZ/01 [CI0E/8/01 | o831 WS NOIDDV] 00§°L $ [eats QO0's 1 8 OBy ueg NOIDOV]  wHa) AN A4S SWsIses FAOW projen|  +6Z0A8
£10C/01/01 {8102/L2/6 spusgy eIOEY 033 0SS $ |oons 000°09¢ $ yuRamy JOWBANG WS PR ALYHIS YT Spey oG] 62048
SI0T/ST/01 {£102/9/6 NOIIOV] 00T $ o409 000 $ SBiy BT NOIDOVE ADEAL| OSOIA STOWING — dO'HES SWDE]}  Z6T0:HS
CRZ/CT/6  ISHT/DE/] NOIDDV] 0006t $ [ean9 000’6z $ 039(3 uTg NOIDDVE WUl ousuop ey A8 SO [PUIOL]  L6T0HS
CI0ZT/ET/6  ITI0T/01/6 BIWIWVOIL] 000081 $ [o08 GO0'6TT $ SBpguy o] EMAUYOI]  Waa)  OpuRp uyof A4S Adaag DO 06Z048
SLOT/LL/6  1E10T/01/6 BEONRWY W] 000941 $ |08 02T 3 SapBUY SOT | Juey WY uvgl  WaL]  BHOEUIE XV dOS oA, BAP I OY3|  68TONS
s0T/9/8 [C0efT/L S NOIDOV] 608'L $ 19506 80051 g SFory ueg NOIDDV]  Wasg Ssupyy ssioumn 4OHIS G PUB SNl BR7AAS
FLR/8/R  ICLRSSESL €IS NOIOOV] 008'L $ 208 00051 3 ooy ey NOIDOV]  BEdT] HUEIHORN ¥Iep A S Yy suoday por suody axpues| 18708
SI0E/68/L IO GS NOTOOV] 90601 $ e 000°0T 3 oy ueg NODDOV] wainl sumwopsespy! gos ) N di] 2P Joadioy gropusyl 98204

CIS NODDV offaicy ves NOIYOV AP SUOUAN dEYIHS T SPOASOION KIOSTIN]  SOTOS

W uBLILORRY

uoneodion) uswdopas(y [erourUL] - A3[jE A OPUBUID] UBS

$10Z/1/8 30 sy - uodoy spea(q




Exhibit 2



A
AR

I BANK

Edmund G, Brown Jr.
Governor

Boa Aembers:

Michael E. Rossi

Chair

Senior Advisor to the
Governor of California,
Delegate of the Director,
Govemor's Offfice of
Business & Economic
Development

Bill Lockyer
State Treasurer

Michae!l Cohen
Director,
Departrient of Finance

Brian P, Kelly
Secretary,

Califormia State
Transportation Agency

Peotor Luchetti
Governot's Appoiniee

Executive Director:

Teveia R. Barnes

Mailing Address:

P.O. Box 2830
Sacramento, CA 96812~
2830

Office Address:

California Infrastructure and Economic Development Bank

August 7, 2014

Mr. Roberto Barragan
President
San Fernando Valley

Financial Development Corporation
5121 Van Nuys Blvd., Suite 203-A,
Van Nuys, CA 91403

Dear Mr. Barragan,

This letter is to inform you that, in my capacity both as Program Manager of the
Small Business Loan Guarantee Program (the Program) and as the Executive
Director of the IBank I have determined that the repeated instances of non-
compliance by San Fernando Valley FDC (SFV), which are further described
herein, have constituted violations of the Agreement between the IBank and
SFV for fiscal year 2013-14 (Agreement). Consequently, I have made a finding
of failure to comply as well as a finding of potential irreparable harm to the
State in accordance with Sections 63089.2(d) of the California Corporations
Code. As a result, the 1Bank is hereby terminating SFV’s status as a Financial
Development Corporation for the purposes of the Program, as well as its
authority to administer loan guarantees under the Program. :

Further, this letter provides a response to your email to me of August 1, 2014
(Exhibit A). While the specific basis for IBank's decision not to renew the
Agreement for fiscal year 2014-2015 is not stated in my August 1, 2014 letter to
you, I had discussed the basis in both my telephone call with you earlier in the
week and in subsequent emails to Alexander Penaloza. Please find a copy of my
July 30, 2014 email (Exhibit B) regarding some of the specific issues we
identified with the 27 guarantees listed by San Fernando Valley. Issues were
also identified for 3 of the 9 state guarantees that were registered with the
Program.

Again to summarize, in the past fiscal year:

No eligible guarantees have been properly issued by SFV under the
federal State Small Business Credit Initiative (SSBCI) for fiscal year
2013-2014. '

Only g9 guarantees have been properly registered by SFV with the
Program under the state small business loan guarantee program
(SBLGP).

1325 S Street, Suite 1823
Sacramento, CA 95814

{816) 322-1399 Phone
{916} 322-6314 Fax
www.ibank.ca.gov

- On December 9, 2013, Panorea Avdis, Chief Deputy Director of the California

Governor’s Office of Business and Economic Development (GO-Biz) requested
via email (Exhibit C) that “ecach FDC provide electronic files of the FDC
staffing information in a Word or Excel file” to assist GO-Biz and IBank prepare
the Small Business Loan Guarantee Program Report to the Legislative Analyst’s
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Office of ten years of fees, charges and administrative costs for 2003-04 to 2012-13. The next
day you advised Ms. Avdis via email (also Exhibit C) that SFV’s manager had left, and SFV had
no other state/FDC paid staff. This is a violation of Section 14018 of the California Corporations
Code which requires each FDC to provide for and maintain a central staff to perform all
administrative requirements of the FDC including all the functions required of the FDC by its
contract. In addition, you stated that because SFV had not received payment from the state
since December 2012, SFV could not hire a new manager and would not comply with Ms. Avdis’
request.

The Small Business Loan Guarantee Program Report dated January 2014 from Governor
Brown, GO-Biz and IBank (Report) can be found on IBank's website under Annual Reports to
the Legislature, Small Business Loan Guarantee Program. The Report covers the last 10 years
of the administrative costs of the state’s SBLGP and the federal State Small Business Credit
Initiative (SSBCI) programs. Please note that on pages 17 to 26 of the Report there is a footnote
on every page clarifying for the Legislature that SFV did not submit data for any of the ten years .
of the Report. :

SFV’s’ inability to provide the requested data is in breach of SFV’s agreement under Section E of
Exhibit D, Additional Terms and Conditions to the Agreement between SFV and GO-Biz/IBank.
Further, such failures, as well as the others described in this letter and its attachments,
constitute the failure by SFV to satisfy the applicable performance-based criteria set forth in
Section 63089.56(c)(2) of the California Government Code and the reporting requirements
imposed by Sections 63089.97 and 63089.98 of the California Government Code.

SFV’s breach of the Agreement continued, as reflected in Dan’s email of January 8, 2014 to you
(Exhibit D), when SFV failed to provide by the due date the information required by the U.S.
Treasury for the quarterly report under the SSBCI program.

All of the financial development corporations, including SFV, knew that priority was to be given
to issuing guarantees under the SSBCI program before issuing guarantees under the state’s
SBLGP. Priority has been given by the FDCs to the SSBCI program so that the state could
receive the full $168 million grant from the U.S. Treasury as quickly as possible. On January 2,
2014, Dan Apodaca sent you an email, requesting an updated report with respect to SSBCI and
the Tea Galleries guarantee that the U.S. Treasury rejected because it was ineligible for the
federal SSBCI program. At the end of that email, Dan wrote:

“Unless the projects do not qualify under SSBCI, your program guarantees should be
focused on SSBCI. You currently show no recent guarantees under the SSBCI Program.”

In response to Dan’s email, you wrote:

“As I have indicated, our state guarantee program has no employees with the departure
of Andrea DeLuna. And lacking payment by the state of amounts due under our state
contract since December 2012, I am not in a position to hire a new manager or employee.
Therefore we are unable to produce the reports requested nor able to secure
any new guarantees under the SSBCI program,” [Emphasis added]

IBank decided not to renew the Agreement with SFV, in part, because SFV is not able to produce
the reports requested by GO-Biz and as required by the U.S. Treasury under the SSBCI program
nor is SFV able to comply with key requirements of the Program. Moreover, as you stated in
January 2014, SFV is not able to secure any new guarantees under the SSBCI program. SFV
did not issue any eligible guarantees under the SSBCI program during the fiscal
year 2013-2014. With no eligible SSBCI guarantees, SFV has not adequately
performed under the SSBCI program.
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As explained in this letter and its attachments, SFV’s failures to perform constitute a violation of
its contract with the IBank as well as those provisions of the Corporations Code and
Government Code cited. Accordingly, IBank will not renew the contract with San Fernando
Valley FDC for fiscal year 2014-2015. In accordance with Government Code Section63089.56,
the use of State funds by FDCs is conditioned upon entry into signed written agreement to
provide program management services. Thus, effective immediately, SFV’s authority to
act as a Financial Development Corporation for purposes of the Program,
including but not limited to the authority to issue guarantees, is hereby withdrawn
and terminated.

In addition to the foregoing and, in accordance with Section 15 of Exhibit D of the services
contract, this letter also serves to evidence the IBank’s evaluation of SFV's performance under
the Agreement,

All files for SFV's active loan guarantees and any loan guarantee files that are
inactive (graduated) are to be sent as soon as possible, but in no event later than
August 31, 2014 to the attention of Dan Apodaca at IBank’s office. Please note
IBank’s new address at 1325 J Street, Suite 1823, Sacramento, CA 095814.

Each box for the SFV Portfolio and inactive files should be clearly labeled on the front side of the
box indicating:

1. Name of Borrower

2. Guarantee # assigned and used by SFV

3. “Active” or “Graduated”

4. “SSBCI Guarantee” or “STATE Guarantee”

SFV may combine guarantee files in boxes as long as they are properly labeled on the box and
- separated. SFV’s cost for shipping all active and inactive files will be reimbursed by IBank.
Please send any outstanding invoices to my attention.

We appreciate your cooperation during this transition period.

Sincerely,

“3
m@mbym&m

Teveia R. Barnes
Executive Director

ce: Alexander Penaloza
Jerry Ruiz
Panorea Avdis
Dan Apodaca
Karen Kawada

.......
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Teveia Barnes

N
From: ' Roberto Barragan <roberto@vedc.org>
Sent: Friday, August 01, 2014 5:28 PM
To: : Teveia Barnes
Ce: , Roberto Barragan (mobile); Alexander Penaloza; Karen Kawada; Dan Apodaca, Panorea
Avdis; Karen Zirkle; Mike Ocasio; Mike Rossi
Subject: RE: Letter to Roberto Barragan re Contract
Ms. Barnes

l'am in receipt of your communications and | am forwarding it to our counsel to advise us on a proper course of action.

Please be advised that your letter does not confirm anything as your phone call to me this past week, and the
information you shared with me was incorrect, a misstatement you have already recognized in a number of emails to my
staff. Rather than not making any loan guarantees in the 2013-2014 fiscal year, as you claimed, the SFV Financial
Development Corporation executed 27 guarantees totaling $2.7 million. '

Further, even if all the guarantees were secured through the state program rather than the federal program, our 2012-
2013 contract did not establish benchmarks for either program nor required minimums for either.

Finally, your office has confirmed, as of yesterday, that its reporting system is corrupted and that the majority of FDCs
report their guarantees manually, just as we have through the most recent quarter.. They have also acknowledged not
recording information that you confirmed receiving last April that reflected 19 guarantees through March 31, 2014,
That information is refiected in the spreadsheet you have accepted and attached to your letter.

However, your basis and rationale for not renewing our contract, therefore, has not been established, and so | must
dispute the actions you are taking in your communications.

“Nathing will be forthcoming from this office until we have reviewed all legal options.

fwould have hoped that the | Bank would have done a better job of managing this iconic program as well as serving
small businesses across the state. The State of California deserves nothing less.

Roberto Barragan

President

Golden State Financial Development Corporation

(formerly San Fernando Valley Financlal Development Corporation)
A Certified Oevgelopment Corporation

uFrom: Teve}é Barnes rmgitto:TeVeia.B;h[h;wg. §w@wviﬂbmai nk.CA.GOV]
Sent: Friday, August 01, 2014 4:33 PM

TorRoberto Barragar
Cc: Roberto Barragan (mobile); Alexander Penaloza; Karen Kawada; Dan Apodaca; Panorea Avdis; Karen Zirkle
Subject: Letter to Roberto Barragan re Contract

Please see the attachment.



Take care,
Teveia

We've Moved!

Teveia R, Barnes

Executive Director

California Infrastructure and
Econoniic Development Bank

1325 J Street, Suite 1823
Sacramento, California 95814
(916) 324+6992 voice

{916) 319-7791 fax
Teveia.Barnes@ibank.ca.goy

CONFIDENTIALITY NOTE: The information contsined in this e-mail message may be privileged and confidential information and is intended only for the use of the
individual and/or eniity Identified in the alias address of this message, if the reader of the message is not the intended recipient, or an employes respansible to
deliver it to the intended recipient, you ere hershy notified that any dissemination, distribution of Gopy of this email is slrictly prohioited. If you have recaived this
communication in errar, please notty the sender immediately by telephone or retum e-mall and delete the original message from your system, Thank you,
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Teveia Barnes

From: Teveia Barnes

Sent: Wednesday, July 30, 2014 3:15 PM

To: ‘Alexander Penaloza' _

Ce: : ‘Roberto Barragan {mobile)’; "Roberto Barragan’; Dan Apodaca; Karen Kawada
Subject: San Fernando Valley FDC - 2013-14 7/30/2014 3:15 pm '
Importance: High |

Alex,

We have compared your listing to IBank’s record of registered Small Business Loan Guarantee
Program FY 2013/14 guarantees for San Fernando Valley FDC (SFV). IBank’s records only reflect
guarantees issued during the September 2013 quarter. After September 2013, no guarantees have
been properly registered by SFV with IBank.

Below are the findings of the 27 guarantees listed in SFV’s attached file.

1. Of the 27 guarantees listed in the attached file, SFV registered only 9. The promissory note
date of these 9 were within the September 2013 quarter; the 18 others were issued on/after
October 1, 2013. Proper registration of the 18 is required before they will be included in the state
guarantee program.

2. Of the 9 guarantees that were registered, the registration record of three reflect different
Loan Numbers than in SFV’s attached file. This is noted in added column C in the attached file.
Your records should match the Loan Numbers registered with IBank.

3. Ofthe 9 guarantees that were registered, one was registered reflecting a higher Loan
Amount than the amount in SFV’s attached file. This is noted in column Eand  should be
reconciled. ' '

4. Of the 9 guarantees that were registered, the guarantee percentage of two are different.
Refer to column G for specific Loan Numbers. This should be reconciled.

5. IBank does not have any record of approving SFV’s Redondo Emergency loan guarantee
issued during FY 2013/14 for the federal SSBCI program. We do have guarantee registrations for
SFFo06 and SFF020 both for loans to Redondo Emergency, however, neither were issued during FY
2013/14. These two are summarized - below. If SFV has a signed Certification Receipt and
Authorization from IBank for a FY 2013/14 guarantee, please provide me with a COPY as S00n as
possible.

SFFo06: Included in Dec-2011 SSBCI Quarterly Report as a New Guarantee at 80%
dated 29-Dec-11 through 31-Dec-12 issued on a Term Loan for $500,000 made by First Bank.

SFF020: Was registered during the March 2013 quarter as a Guarantee Renewal at 75%
dated 31-Jan-13 through 31-Jan-14 issued on a Line of Credit for - $500,000 made by
First Bank.



To éummarize, only 9 guarantees have been properly registered by SFV with IBank under the state
small business loan guarantee program for the fiscal year 2013-2014. No loan guarantees have been
issued by SFV under the federal SSBCI program for fiscal year 2013-2014.

Take care,
Teveia

Teveia R. Barnes

Executive Director

California Infrastructure and
Economic Development Bank
1325 J Street, Suite 1823
Sacramento, California 95814
(916) 324-6992 voice

(916) 319-7791 fax

Teveia. Barnes@ibank.ca.gov




Eyhibt C

Teveia Barnes
T

NN N n M—————
From: Roberto Barragan <roberto@vedc.org>
Sent: Tuesday, December 10, 2013 8:15 PM
To: Panorea Avdis; 'rsaenz@iefdc.org’; 'karl_zalazowski@calcoastal.org’;

‘draven@vsbdc.com’; 'mjd@safe-bidco.com'’; ‘ewilliams@cacapital.org’;
*kehilcott@cddoans.com’; ‘emlnor@yahoo.con’; ‘edwardlee @hsbfdc.org’;
‘mark.robertson@pcrcorp.org’; ‘'mocasio@sbfdoc.com’

Ce: Janelle Green; Barnes, Teveia ;
Subject: RE: FOC Data Reporting: Request for Electronic Files
Ms Avdis

Please be advised that our manager has left our FDC and we have no other state/FDC paid staff. In addition, we have not
received payment from the state since December 2012, and therefore cannot hire a new manager. We will not be able
to comply with your request.

Roberto Barragan

President

Golden State Financiai Development Corporation

{formerly San Fernando Valley Financial Development Corporation)
A Certified Development Corporation

From: Panorea Avdis [mailto:Panorea. Avdis@GOV.CA.GOV]

Sent: Monday, December 09, 2013 3:54 PM

To: 'rsaenz@iefdc.org’; ‘karl_zalazowski@calcoastal.org’; 'draven@vsbdc.com'; 'mjd@safe-bidco.com®;
‘ewilliams@cacapital.org'; "kehilcott@cdcloans.com’; 'eminor@yahoo.com’; ‘edwardlee@hsbfdc.org'; Roberto Barragan;
‘mark.robertson@percorp.org’; ‘mocasio@sbfdoc.com’

Cc: Janelle Green; teveia.barnes@ibank.ca.gov
Subject: FOC Data Reporting: Request for Electronic Files

Dear FD(’s,

We are in the process of developing the SBLGP Annual Report to the Legislative Analyst’s Office. As you know, we will be
incorporating data from your individual reports to satisfy some of the report requirements. To expedite this process, |
am requesting that each FOC provide electronic files of the FDC staffing information in a Word or Excel file.

Alsa, if possible, please provide the following data in an Excel file:
» Fees and Charges for both the SBLGP and SSBC! from 2003-04 to 2012-13
*  Administrative Costs for the SBLGP and SSBC! from 2003-04 to 2012-13
+ loan Guarantee Fee-Related Funding from 2003-04 to 2012-13

For your reference, | have attached a spreadsheet that shows how we will report this information for each fiscal year.

| am requesting that each FDC provide this information to GO-Biz by COB this Wednesday (12/11). Please emall this
information and any questions you may have to Janelle Green, Small Business Specialist, at Janelle.green@gov.ca.gov.

Thank you for your assistance with this request.

Regards,



Eyhibit D

Teveia Barnes

Subject: FW: late quarterly report for SSBCI

. On Jan 8, 2014, at 10:26 AM, "Apodaca, Dan"
<Dan.Apodaca@ibank.ca.gov<mailto:Dan.Apodaca@ibank.ca.gov>> wrote:

Gentlemen,

Would you please make the submittal a priority. They were due yesterday.
Remember, only those with approved certs and executed documents can be placed into the database.

Dan Apodaca

Assistant Program Manager

California Infrastructure and Economic Development Bank CA Small Business Loan Guarantee
Program

980 gth Street, Suite 900

Sacramento, CA 95814

016-327-2028

Fax g16-319-7784 _
Dan.Apodaca@ibank.ca.gov<mailto:Dan.Apodaca@ibank.ca gov>

CONFIDENTIALITY NOTE: The information contained in this e-mail message may be privileged and
confidential information and is intended only for the use of the individual and/or entity identified in
the alias address of this message. If the reader of the message is not the intended recipient, or an
employee responsible to deliver it to the intended recipient, you are hereby notified that any
dissemination, distribution or copy of this email is strictly prohibited. If you have received this
communication in error, please notify the sender immediately by telephone or return e-mail and

_ delete the original message from your system. Thank you.




Panoreas

Panorea Avdis

Chief Deputy Director.

California Governor’s Office of Business and Economic Development (Go-Biz)
1400 10" Street

Sacramento, CA 95814

916.319.9637 Direct

Panorea. Avdis@gov.ca.gov

CONFIDENTIALITY NOTE: The information contained in tis e-mail message may be priviieged and confidential information and is intended only for the use of the
individual and/or entity identified in the alias address of this message. If the reader of the message is not the Intended recipient, or an amployee responsible to
geliver it to the Intended reciplent, you are hereby notifled that any dissemination, distribttion or copy of this email is strietly prohibited, [f you have recelved this
communication in arror, please notify the sender immediately by telephons of returs e-anail and delete the original message from your system. Thank you.
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From: Alexander Penaloza

Sent: Wednesday, July 30, 2014 5:56 AM

To: Teveia Barnes

Cc: Roberto Barragan (mobile); Roberto Barragan; Dan Apodaca; Karen Kawada
Subject: Re: San Fernando Valley FDC - 2013-14

Good Morning Teveia,

San Fernando FDC had one loan guarantee under the SSBCI program for fiscal year 2013-2014,
Thank on,

Alex

Sent from my iPhone

On Jul 30, 2014, at 5:23 AM, "Teveia Barnes" <Teveia.Barnes@ibank.CA.GOV> wrote:

Alex,

Did San Fernando Valley FDC have any loan guarantees in the SSBCI program in fiscal
year 2013-20147?

Take care,
Teveia
We’ve Moved!

Teveia R. Barnes

Executive Director

California Infrastructure and
Economic Development Bank
1325 J Street, Suite 1823
Sacramento, California 95814
(916) 324-6992 voice

(916) 319-7791 fax
Teveia.Barnes@ibank.ca.gov

From: Alexander Penaloza [mailto:APenaloza@gscdc.org]
Sent: Tuesday, July 29, 2014 5:31 PM
To: Teveia Barnes

Cc: Roberto Barragan (mobile); Robérto Barragan
Subject: San Fernando Valley FDC - 2013-14

Teveia,

Per our telephone discussion attached is our year-end totals (2013-14). Please inform if there are
questions or concerns. .



Thank you,

Alexander Penaloza
FDC State Guaranty Manager
Golden State Financial Development Corporation

5121 Van Nuys Blvd., Suite 203-A,

Van Nuys, CA 91403

Direct: (818) 205-1770 ext. 246 (office)
Email: apenaloza@gsfdc.org

Website: www.sfvfdc.org

"Your Preferred Lending Partner for the California State Guaranty Loan Program in California”

£l

4 34

<San Fernando Valley FDC 2013-14.xlsx>
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Governor’s Office of Business and Economic Development

California Small Business Loan Guarantee Program
980 9" Street, Suite 900—Sacramento, CA 95814—916-327-2028

September 30, 2013

Roberto Barragan, President
San Fernando Valley FDC

5121 Van Nuys Blvd., Third Floor
Van Nuys, CA 91403

Re: Un-enrolled guarantees

Dear Roberto,

As previously discussed with staff, the following guarantee has been determined to be in non-
compliance with the SSBCI program. Please submit documentation showing that the following
guarantee has been transferred to the State Business Loan Guarantee Program (SBLGP).

The attached table indicates the loan number, lender name, and reason for non-compliance on
each guarantee. Please fill in the column titled: “Steps taken by FDC to prevent this from
occurring in the future”. Additionally, submit your documents to:

Karen Kawada

CA Small Business Loan Guarantee Program
980 9™ Street, Suite 900

Sacramento, CA 95814

Your submittal of documentation is an important part of our request to U.S. Treasury and
therefore we would like you to make this a priority.

Thanks in advance.

Sincerely,

Dan #sodaca, Program Manager

Attachment

1|Page
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From: Alexander Penaloza

Sent: Friday, August 01, 2014 12:54 PM

To: Teveia Barnes

Cc: Roberto Barragan; Roberto Barragan (mobile); Karen Kawada; Dan Apodaca
Subject: RE: E-MAIL FROM SFV : Certification Receipt and Authorization

Teveia,
Thank you for the clarification. Can IBank grant an approval by obtaining a peer review committee?

Best,

Alexander Penaloza
FDC State Guaranty Manager
Golden State Financial Development Corporation

5121 Van Nuys Blvd., Suite 203-A,

Van Nuys, CA 91403

Direct: (818) 205-1770 ext. 246 (office)
Email: apenaloza@gsfdc.org

Woebsite: www.sfvidc.org

“"Your Preferred Lending Partner for the California State Guaranty Loan Program in California”

From: Teveia Barnes [mailto;Teveia.Barnes@ibank.CA.GOV]

Sent: Friday, August 01, 2014 12:19 PM

To: Alexander Penaloza

Cc: Roberto Barragan; Roberto Barragan (mobile); Karen Kawada; Dan Apodaca
Subject: RE: E-MAIL FROM SFV : Certification Receipt and Authorization:

Alex,

The SSBCI program requires the approval of the peer review committee for all loan guarantees of
$1,000,000 or more. IBank does not approve SFV’s request to put the Youth Policy Institute loan in
the SSBCI program. '

Take care,
Teveia

XAy .

nA. - ¥}
YWe UCIYIOUCW,

Teveia R. Barnes

Executive Director

California Infrastructure and
Economic Development Bank
1325 J Street, Suite 1823
Sacramento, California 95814
(916) 324-6992 voice

(916) 319-7791 fax



From: Alexander Penaloza [mailto:APenaloza@gscdc.org]

Sent: Friday, August 01, 2014 11:58 AM

To: Teveia Barnes

Cc: Roberto Barragan; Roberto Barragan (mobile); Karen Kawada; Dan Apodaca
Subject: RE: E-MAIL FROM SFV : Certification Receipt and Authorization

Teveia,
It is my understanding any guarantee amount at $1,000,000.00 or under does not require a peer review committee.

Best,

Alexander Penaloza
FDC State Guaranty Manager
Golden State Financial Development Corporation

5121 Van Nuys Blvd., Suite 203-A,

Van Nuys, CA 91403

Direct: {818) 205-1770 ext. 246 (office)
Email: apenaloza@gsfdc.org

Website: www.sfvfdc.org

"Your Preferred Lending Partner for the California State Guaranty Loan Program in California”

From: Teveia Barnes [mailto: Teveia.Barnes@ibank.CA.GOV]

Sent: Friday, August 01, 2014 11:46 AM

To: Alexander Penaloza

Cc: Roberto Barragan; Roberto Barragan (mobile); Karen Kawada; Dan Apodaca
Subject: FW: E-MAIL FROM SFV : Certification Receipt and Authorization

Alex,
Who is on the peer review committee for this loan guarantee?

Take care,
Teveia

We’ve Moved!

Teveia R. Barnes

Executive Director

California Infrastructure and
Economic Development Bank
1325 J Street, Suite 1823
Sacramento, California 95814
(916) 324-6992 voice
(916).319-7791 fax

Teveia.Barnes@ibank.ca.gov

From: Alexander Penaloza [mailto:APenaloza@gscdc.ord]
Sent: Friday, August 01, 2014 11:00 AM

To: Karen Kawada

Cc: Roberto Barragan (mobile); Roberto Barragan
Subject: RE: Certification Receipt and Authorization




Karen,

Good Morning. Following up on the email reference below. Please inform if you need any additional items to provide the
Certification and Receipt for Youth Policy Institute.

Pending your response.

Thank You,

Alexander Penaloza
FDC State Guaranty Manager
Golden State Financial Development Corporation

5121 Van Nuys Blvd., Suite 203-A,

~ Van Nuys, CA 91403

Direct: (818) 205-1770 ext. 246 (office) -
Email: apenaloza@gsfdc.org

Website: www.sfvfdc.org

"Your Preferred Lending Partner for the California State Guaranty Loan Program in California”

From: Alexander Penaloza

Sent: Thursday, July 31, 2014 3:13 PM

To: Karen.Kawada@ibank.ca.gov

Cc: Roberto Barragan (mobile) (npbiz@aol.com); Roberto Barragan
Subject: Certification Receipt and Authorization

' Karen,
Requesting your support to obtain a Certification Receipt énd Authorization for the following Guarantee.
Borrower Name: Youth Policy Institute
Lender Name: Nonprofit Finance Fund
Loan Amount: $1,250,000.00
Initial Guarantee Amount: $1,000,000.00
Type of Guarantee: Routine Guarantee Term Loanv
| aﬁ attaching the Lender/ Borrower Use of Proceeds Certification and Sex Offender Certification.

Please provide an estimated time frame in which we can expect the Certification and Authorization.

Thank you,

Alexander Penaloza
FDC State Guaranty Manager
Golden State Financial Development Corporation

5121 Van Nuys Bivd., Suite 203-A,



Van Nuys, CA 91403

Direct: (818) 205-1770 ext. 246 (office)
Email: apenaloza@gsfdc.org

Website: www.sfvfdc.org

"Your Preferred Lending Partner for the California State Guaranty Loan Program in California"

b andior @
3 tt nthe vm,rsdm rECIG
COMITRINECATION iy S1or

d

HEEEe

..,;1{‘ Cu @ 3
54 ’nsmiwn mamoattoz‘ or copy of this emall iz siriclly prohibiled. Hyou h ve receive (* this
felenbung or retum e-til and delete the original message from your system Thank you.

'*;tendcd reciplant,
-r;(.m';s'n;.sr';icaiioz: it erter, please not

Y ifz(e m@mﬁw irpm t;Jmidiy I

4l information and is indendad ’miy for he use

CONFIDENTIALITY NOTE: The Information caniained in this e-mall message may be privileged and confideniis
individual and/or entity identified in the alias address of his message. I the reader of the message g not witended recipient, or an e slovee raspons
deliver it to the intended recipient. you are hereby notified that any dissemination, distribution or copy of thig es*w! is striclly prohibitad. ¥ you have rece
commiumnication in error, please notify the sender immedialely by ielephone of retum e-mall and delete the oiginal message frorm vour system. Thanl you,




Exhibit 7



From: Alexander Penaloza

Sent: Tuesday, April 29, 2014 10:13 AM

To: Barnes, Teveia )
Cc: Kawada, Karen; Apodaca, Dan; Roberto Barragan; Roberto Barragan (mobile)
Subject: RE: San Fernando FDC

Teveia,
Thank you for the confirmation. Look forward to the call tomorrow.
Best Regards,

Alexander Penaloza
FDC State Guaranty Manager
Golden State Financial Development Corporation

5121 Van Nuys Blvd., Suite 203-A,

Van Nuys, CA 91403

Direct: (818) 205-1770 ext. 246 (office)
Email: apenaloza@gsfdc.org

Website: www.sfvfdc.org

"Your Preferred Lending Partner for the California State Guaranty Loan Program in California”

From: Barnes, Teveia [mailto:Teveia.Barnes@ibank.ca.gov]

Sent: Monday, April 28, 2014 8:25 PM

To: Alexander Penaloza

Cc: Kawada, Karen; Apodaca, Dan; Roberto Barragan; Roberto Barragan (mobile)
Subject: RE: San Fernando FDC '

Hi Alexander,

Thank you very much for your emails. Yes, we have what we need at the moment. | will follow up with you if we need
anything further. We look forward to your participation on the conference call on Wednesday.

__Take care,

Teveia

Teveia R. Barnes
Executive Director
California Infrastructure and Economic Development Bank



980 9th Street, Suite 900
Sacramento, CA 95814

(916) 324-6992 office

(916) 322-6314 fax
Teveia.Barnes@ibank.ca.gov

From: Alexander Penaloza [mailto:APenaloza@gscdc.org]

Sent: Monday, April 28, 2014 3:23 PM

To: Alexander Penaloza

Cc: Kawada, Karen; Apodaca, Dan; Barnes, Teveia; Roberto Barragan; Roberto Barragan (mobile)

Subject: Re: San Fernando FDC

Karen/Teveia:

Good afternoon. Hope this email finds you well. Following up on my previous two emails. Just want to make sure you
have everything you need from our end as it relates to reporting and any other items that may be pending. Your
communication is appreciated. Look forward to your response. '

Best Regards,

Alex Penaloza

Sent from my iPhone

On Apr 21, 2014, at 12:39 PM, "Alexander Penaloza" <APenaloza@gscdc.org<mailto:APenaloza@gscdc.org>> wrote:
Good Afternoon. | hope you all had a great Easter Holiday.

Following up on my email. Please communicate.if there are any pending reports/items from SFV FDC.

Pending your response.

Best,

Alexander Penaloza

FDC State Guaranty Manager

Golden State Financial Development Corporation

5121 Van Nuys Blvd., Suite 203-A,

Van Nuys, CA 91403

Direct: (818) 205-1770 ext. 246 (office)
Email: apenaloza@gsfdc.org<mailto:apenaloza@gsfdc.org>

Website: www.sfvfdc.org<http://www.sfvfdc.org/>
"Your Preferred Lending Partner for the California State Guaranty Loan Program in California”

From: Alexander Penaloza
Sent: Wednesday, April 16, 2014 3:15 PM



To: 'Karen.Kawada@ibank.ca.gov<mailto:Karen.Kawada@ibank.ca.gov>";
'Dan.Apodaca@ibank.ca.gov<mailto:Dan.Apodaca@ibank.ca.gov>';
'‘Teveia.Barnes@Ibank.ca.gov<mailto:Teveia.Barnes@lbank.ca.gov>'
Subject: San Fernando FDC

Good Afternoon Karen/Teveia:

It was a pleasure meeting you both at our FDC meeting last week. As you are aware | have recently come on board as
the new FDC Program Manager for San Fernando Valley. Very much excited to re vamp the program an ensure we are
on track with all the requirements. One of those items has been our quarterly reporting. Attached are our excel spreads
that have been updated with March 2014 totals for your review.

Please communicate any additional reporting/items that may be pending from our FDC. You have my commitment to
ensure our FDC is up to date.

Dan, 1 did not have the pleasure to meet you but | am confident we will meet in the near future.
Best regards,

Alexander Penaloza
FDC State Guaranty Manager
Golden State Financial Development Corporation

5121 Van Nuys Blvd., Suite 203-A,

Van Nuys, CA 91403

Direct: (818) 205-1770 ext. 246 (office)

Email: apenaloza@gsfdc.org<mailto:apenaloza@gsfdc.org>
Website: www.sfvfdc.org<http://www.sfvfdc.org/>

"Your Preferred Lending Partner for the California State Guaranty Loan Program in California"

CONFIDENTIALITY NOTE; The information contained in this e-mail message may be privileged and confidential
information and is intended only for the use of the individual and/or entity identified in the alias address of this
message. If the reader of the message is not the intended recipient, or an employee responsible to deliver it to the
intended recipient, you are hereby notified that any dissemination, distribution or copy of this email is strictly
prohibited. If you have received this communication in error, please notify the sender immediately by telephone or
return e-mail and delete the original message from your system. Thank you.

CONFIDENTIALITY NOTE: The information contained in this e-mail message may be privileged and confidential
information and is intended only for the use of the individual and/or entity identified in the alias address of this
message. If the reader of the message is not the intended recipient, or an employee responsible 1o deliver it to the
intended recipient, you are hereby notified that any dissemination, distribution or copy of this email is strictly
prohibited: If you have received this communication in error, please notify the sender immediately by telephoneor

return e-mail and delete the original message from your system. Thank you.



Exhibit 8



From: Alexander Penaloza

Sent: Wednesday, July 30, 2014 6:18 PM

To: Teveia.Barnes@lbank.ca.gov

Cc: Karen.Kawada@ibank.ca.gov; Dan.Apodaca@ibank.ca.gov; Roberto Barragan (mobile) (npbiz@aol.com); Roberto
Barragan

Subject: RE: San Fernando Valley FDC - 2013-14 7/30/2014 3:18 pm

Teveia,

Thank you for bringing the reporting issue to our attention. It has been our understanding since calendar year end 2012,
all of our reporting has been properly registered and submitted on a quarterly basis. To address the concern of only 9
guarantees properly entered into the | bank system the only explanation I have is the following.

On 11/30/2012, the prior guarantee manager Andrea De Luna brought to the attention of Karen Kawada, the BTH data
system we were using was corrupted and all State and Federal guarantees could not be registered through that
database. At this point Ms. Kawada referred us to Valentino Garcia, IT rep for BTH, to assist with this matter. Valentino
then confirmed that the system was corrupted and could not be fixed on their end; he had also reached out to his
software engineers to remedy the corruption. Per the direction of Ms. Kawada we were instructed to create an excel
spreadsheet using all the fields from the database to transmit all the active, graduated and quarterly updated balances.
To our knowledge since calendar year end 2012, this was the correct way of submitting the information. We have
continuously submitted the same excel spread sheet with the updated guarantee information every quarter to Ms.
Kawada and Dan Apodaca. ' '

Will you please provide further detail as to the 9 deals that were entered and how they were entered, because we have
not changed our reporting procedures since the database became inoperable in 2012. To ensure all of our guarantees
are properly reported, would you please provide us with the accurate reporting procedures for | bank. We are
committed to ensuring all of our guarantees are properly registered. Your support is greatly appreciated.

“Thank You,

Alexander Penaloza
FDC State Guaranty Manager
Golden State Financial Development Corporation

5121 Van Nuys Blvd., Suite 203-A,
Van Nuys, CA 91403
Direct: (818) 205-1770 ext. 246 (office)

Email: apenaloza@gsfdc.org
Website: www.sfvfdc.org

"Your Preferred Lending Partner for the California State Guaranty Loan Program in California”

From: Teveia Barnes [mailto:Teveia.Barnes@ibank.CA.GOV]



Sent: Wednesday, July 30, 2014 3:18 PM

To: Alexander Penaloza

Cc: Roberto Barragan (mobile); Roberto Barragan; Dan Apodaca; Karen Kawada
Subject: RE: San Fernando Valley FDC - 2013-14 7/30/2014 3:18 pm

Here are the attachments.

Take care,
Teveia '

From: Teveia Barnes

Sent: Wednesday, July 30, 2014 3:15 PM

To: 'Alexander Penaloza'

Cc: 'Roberto Barragan {mobile)'; 'Roberto Barragan'; Dan Apodaca; Karen Kawada
Subject: San Fernando Valley FDC - 2013-14 7/30/2014 3:15 pm

Importance: High

Alex,

We have compared your listing to IBank’s record of registered Small Business Loan Guarantee Program FY 2013/14
guarantees for San Fernando Valley FDC (SFV). IBank’s records only reflect guarantees issued during the September
2013 quarter. After September 2013, no guarantees have been properly registered by SFV with IBank.

Below are the findings of the 27 guarantees listed in SFV’s attached file.

1. Of the 27 guarantees listed in the attached file, SFV registered only 9. The promissory note date of these 9 were
within the September 2013 quarter; the 18 others were issued on/after October 1, 2013. Proper registration of the
18 is required before they will be included in the state guarantee program.

2. Ofthe 9 guarantees that were registered, the registration record of three reflect different Loan Numbers than in
SFV’s attached file. This is noted in added column C in the attached file. Your records should match the Loan
Numbers registered with IBank. ‘

3. Of the 9 guarantees that were registered, one was registered reflecting a higher Loan Amount than the amount
in SFV’s attached file. This is noted in column E and should be reconciled.

4. Of the 9 guarantees that were registered, the guarantee percentage of two are different. Refer to column G for
specific Loan Numbers. This should be reconciled.

5. IBank does not have any record of approving SFV’'s Redondo Emergency loan guarantee issued during FY 2013/14
for the federal SSBCI program. We do have  guarantee registrations for SFFO06 and SFF020 both for loans to Redondo
Emergency, however, neither were issued during FY 2013/14. These two are summarized below. If SFV has a signed
Certification Receipt and Authorization from IBank for a FY 2013/14 guarantee, please provide me with a copy as soon as
possible.

SFFO06: Included in Dec-2011 SSBCI Quarterly Report as a New Guarantee at 80% dated 29-Dec-11 through 31-
Dec-12 issued on a Term Loan for $500,000 made by First Bank.

SFF020: Was registered during the March 2013 quarter as a Guarantee Renewal at 75% dated 31-Jan-13
through 31-Jan-14 issued on a Line of Credit for " $500,000 made by First Bank.



To summarize, only 9 guarantees have been properly registered by SFV with IBank under the state small business loan
guarantee program for the fiscal year 2013-2014. No loan guarantees have been issued by SFV under the federal SSBCI
program for fiscal year 2013-2014.

Take care,
Teveia

Teveia R. Barnes

Executive Director

California Infrastructure and
Economic Development Bank
1325 ) Street, Suite 1823
Sacramento, California 95814
(916) 324-6992 voice

(916) 319-7791 fax
Teveia.Barnes@ibank.ca.gov

CONFIDENTIALITY NOTE: The information contained in this e-mail message may be privileged and confidential
information and is intended only for the use of the individual and/or entity identified in the alias address of this
message. If the reader of the message is not the'intended recipient, or an employee responsible to deliver it to the
intended recipient, you are hereby notified that any dissemination, distribution or copy of this email is strictly
prohibited. If you have received this communication in error, please notify the sender immediately by telephone or
return e-mail and delete the original message from your system. Thank you.
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