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RECEIVER’S FORENSIC ACCOUNTING

REPORT #3

HEBCO.100.317864.1

THOMAS C. HEBRANK
Permanent Receiver
501 W. Broadway, Suite 800
San Diego, California 92101
Phone: (619) 400-4922
Fax: (619) 400-4923
E-Mail: thebrank@ethreeadvisors.com

UNITED STATES DISTRICT COURT

CENTRAL DISTRICT OF CALIFORNIA

WESTERN DIVISION - LOS ANGELES

SECURITIES AND EXCHANGE
COMMISSION,

Plaintiff,

v.

CHARLES P. COPELAND,
COPELAND WEALTH
MANAGEMENT, A FINANCIAL
ADVISORY CORPORATION, and
COPELAND WEALTH
MANAGEMENT, A REAL ESTATE
CORPORATION,

Defendants.

Case No. 11-08607-R-DTB

RECEIVER’S FORENSIC
ACCOUNTING REPORT #3

Date: August 12, 2013
Ctrm: 8, 2nd Floor
Judge: Hon. Manuel L. Real
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RECEIVER’S FORENSIC ACCOUNTING
REPORT #3

HEBCO.100.317864.1

Thomas C. Hebrank ("Receiver"), the Court-appointed permanent receiver for

Copeland Wealth Management, a Financial Advisory Corporation ("CWM"),

Copeland Wealth Management, a Real Estate Corporation ("Copeland Realty"), and

their subsidiaries and affiliates (collectively, the "Receivership Entities"), hereby

submits his Receiver’s Forensic Accounting Report #3.

This Report provides the Court and all interested parties with the results of the

forensic accounting that was performed. This accounting focused on summarizing

the financial benefits of Defendant Copeland and the Copeland related entities. This

report covers transactions from the following entities:

 Copeland Properties Two, LP (“CP2”)

 Copeland Properties Four, LP (“CP4”)

 Copeland Properties Five, LP (“CP5”)

 Copeland Properties Six, LP (“CP6”)

 Copeland Properties Seven, LP (“CP7”)

 Copeland Properties Eight, LP (“CP8”)

 Copeland Properties Nine, LP (“CP9”)

 Copeland Properties Ten, LP (“CP10”)

 Copeland Properties Twelve, LP (“CP12”)

 Copeland Properties Fifteen, LP (“CP15”)

 Copeland Properties Sixteen, LP (“CP16”)

 Copeland Properties Seventeen, LP (“CP17”)

 Copeland Properties Eighteen, LP (“CP18”)

 Copeland Fixed Income One, LP (“CFI1”)

 Copeland Fixed Income Two, LP (“CFI2”)

 Copeland Fixed Income Three, LP (“CFI3”)
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RECEIVER’S FORENSIC ACCOUNTING
REPORT #3

I. EXECUTIVE SUMMARY

Copeland and the Copeland related entities received benefits from the

Copeland Real Estate Limited Partnerships (“LPs”) from a variety of different

sources. The following table highlights the amounts from these sources:

Description Amount

Net Advances to CRI from the LPs (Exh B) $1,233,756

Net Advances to Copeland Realty from Investors

(Exh B)

837,418

Distribution from Siemens Lease Buyout (Exh C) 475,000

Copeland Realty Charles Schwab Option Trading

Losses (Exh D)

804,816

Net Advances from the Charles Schwab Option

Trading Account to Copeland (Exh D)

486,710

Management Fees from LPs (Exh E) 1,786,963

Copeland Profit from Sale or Property from CP2 to

CP17 (Exh E/F)

1,107,844

Fixed Income Loans to Copeland Related Entities

(Exh G)

778,914

Copeland Proceeds from Sale of Ownership Interest,

net of Cash Investments (Exh H)

383,842

Copeland Cash Distributions from LPs (Exh H) 475,085

Copeland Commission from CP7 (Exh H) 150,000

Copeland Accounting Fees Charged to LPs (Exh I) 293,050

Total $8,813,398

Note: The above summary excludes any direct salary or compensation items.
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RECEIVER’S FORENSIC ACCOUNTING
REPORT #3

II. FINDINGS & OBSERVATIONS

The accounting for the Receivership Entities was maintained on QuickBooks

by Defendant Copeland and Copeland Accountancy. Separate, detailed accountings

and tax returns were available for each Receivership Entity. Copeland received

various financial benefits which are discussed below with the additional supporting

schedules and documents provided in the exhibits to this report.

A. Advances To/From Copeland Realty, Inc.

Copeland routinely advanced funds from the various LPs to Copeland Realty,

Inc. “Copeland Realty”). In addition, Copeland Realty received advances from

various investors in excess of loans made to investors. Copeland Realty is owned by

Charles P. Copeland (66.67%) and Donald E. Copeland (33.33%) (Exhibit A).

Copeland Realty received management fees from the LPs for services provided,

including various overhead expenses such as office expenses, travel and

entertainment expenses, medical and life insurance, rent, telephone, etc.

Copeland Realty received $2,071,174 more than it advanced to various LPs

and other investors (Exhibit B). The following summarizes these amounts as of the

date of Receivership:

 Copeland Realty’s notes payable to the various LPs exceeds the notes

receivable from the various LPs by $1,233,756.

 Copeland Realty’s notes payable to investors/others exceeds the notes

receivable from investors/others by $837,418.

B. Charles Schwab Option Trading Account

Copeland Realty, Inc. maintained a Charles Schwab option trading account

from July 2006 until March 2009. During this period, Copeland Realty transferred

$5,688,512 into the Charles Schwab option trading account. Of the $5,688,512

deposited into the Charles Schwab account, approximately $2,461,000 was from
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RECEIVER’S FORENSIC ACCOUNTING
REPORT #3

three lease buyout payments from two tenants for properties owned by CP4 and CP9

(Exhibit C). As part of the Siemens lease buyout, $475,000 was transferred directly

to the Copeland Group (Exhibit C).

Copeland transferred the funds from either CP4 or CP9 to another Copeland

entity and ultimately to the Charles Schwab Option Account. The Charles Schwab

account issued monthly payments back to CP4 or CP9 in amounts equal to the

monthly rent that the tenants would have continued paying had the buyout not

occurred. This continued until funds were no longer available. As a result of the

Charles Schwab Option trading activities, Copeland Realty lost $804,816 (Exhibit

D). In addition, Copeland related entities received net transfers totaling $486,710

(Exhibit D). These trading activities do not appear to be in accordance with the

“Purpose of Partnership” for the LPs (“engage in the business of real property

ownership and any activities that are related or incidental to that business”) or the

Fixed Income Limited Partnerships (“engage in the business of owning real estate

backed loans and corporate loans and any activities that are related or incidental to

that business”).

C. Management Fees Paid to Copeland Realty

From 2004 to 2011, Copeland Realty cash received payments for

management fees totaling $1,786,963 (Exhibit E). The following schedule

summarizes the payments received by Copeland Realty from each of the respective

LP entities.

Partnership Total Amount

Copeland Properties Two $ 119,159

Copeland Properties Four 184,000

Copeland Properties Five 520,000
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RECEIVER’S FORENSIC ACCOUNTING
REPORT #3

Copeland Properties Six 45,833

Copeland Properties Seven 90,000

Copeland Properties Eight 101,677

Copeland Properties Nine 131,250

Copeland Properties Ten 413,333

Copeland Properties Sixteen 114,000

Copeland Properties Seventeen 84,000

Copeland Properties Eighteen 8,711

Fixed Income I (25,000)

Total $ 1,786,963

D. Profit from Sale from CP2 to CP17

On September 15, 2008, CP2 sold a property to CP17 for $12,000,000. The

property was initially purchased in October 2004 for $9,410,000. The partnership

agreement calls for the General Partner to receive a percentage of the profits upon

sale of the property. Copeland Realty’s share of the sale proceeds amounted to

$1,107,843 (Exhibit F).

E. Copeland Advances from Fixed Income Limited Partnerships

As previously reported in the Receiver’s Forensic Accounting Report #1,

Fixed Income Limited Partnership’s One, Two and Three made various loans to

Copeland and his related entities. Included in these loans was $778,914 (Exhibit G)

in loans in which Copeland had a financial ownership interest.

F. Copeland’s Investment in Limited Partnerships

Copeland obtained investment ownership in various LPs by either the

contribution of cash or non-cash transactions. Copeland also received cash
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RECEIVER’S FORENSIC ACCOUNTING
REPORT #3

payments from various partnerships for the sale of his ownership interest,

partnership distributions or for commissions on the sale of properties. All of

Copeland’s equity positions in the various LPs have either been sold or forfeited to

the Receivership. The following highlight these amounts (Exhibit H)

 Copeland made initial cash contributions for equity ownership interests

totaling $1,653,558 and received initial non-cash equity ownership

interests totaling $2,126,000 for a total equity ownership interest of

$3,779,558 in the LPs.

 Copeland received $2,037,400 in cash payments for sales of his

ownership interests in the various LPs. Copeland’s initial cash

contribution for ownership interests totaled $1,653,558, for a net

amount received of $383,842.

 Copeland received cash distributions of $475,085 from various LPs.

 Copeland received $150,000 in commissions from the escrow of CP7.

G. Copeland’s Accounting Fees Charged to the Limited Partnerships

Copeland charged the LPs $293,050 in accounting fees from 2005 to 2010

(Exhibit I).

H. Payments to Copeland Individuals

The following individuals received $2,297,258 in wage payments from

Copeland Wealth Management, Inc. dba Copeland Realty, Inc. for the 2007 to 2011

years as follows (Exhibit J):

 Donald E. Copeland - $570,599

 Charles L. Copeland - $703,866

 Charles P. Copeland - $1,022,793

These items have been excluded from the summary table in the Executive Summary

section of this report.
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Everett G. Barry, Jr. (SBN 053119)
John H. Stephens (SBN 82971)
Patrick L. Prindle (SBN 87516)
MULVANEY BARRY BEATTY LINN & MAYERS LLP
401 West A Street, 17th Floor
San Diego, CA 92101-7994
Telephone: 619-238-1010
Facsimile: 619-238-1981
Attorneys for Permanent Receiver,
Thomas C. Hebrank

UNITED STATES DISTRICT COURT

CENTRAL DISTRICT OF CALIFORNIA, WESTERN DIVISION

SECURITIES AND EXCHANGE
COMMISSION,

Plaintiff,

v.

CHARLES P. COPELAND, ET
AL.,

Defendants.

CASE NO. 11-cv-08607-R-DTB

CERTIFICATE OF SERVICE

DATE: June 3, 2013
TIME: 10:00 a.m.
Crtrm: 8, 2nd Floor
Judge: Hon. Manuel L. Real

I, Cindy Jennings, declare that I am over the age of 18 years and
not a party to the action. I am employed in the County of San Diego,
California, within which county the subject service occurred. My
business address is 401 West A Street, 17th Floor, San Diego,
California, 92101-7994.

On August 16, 2013, I served the following documents:

1. RECEIVER’S FORENSIC ACCOUNTING REPORT #3
/////

/////

/////
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X BY ELECTRONIC NOTICE VIA THE ECF SYSTEM.
I electronically filed the document listed above with the Clerk of the Court
by using the CM/ECF system. All parties in the case are registered
CM/ECF users and will be served by the CM/ECF system.

X FEDERAL. I hereby certify that I am employed in the office of
a member of the Bar of the United States Bankruptcy Court for the
Southern District of California, at whose direction this service was made.

Executed on August 16, 2013, at San Diego, California.

/s/Cindy Jennings
Cindy Jennings
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