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Case No. 1:18-bk-10096-MB 
 
Chapter 11 
 
DEBTOR’S MOTION FOR ENTRY OF AN 
ORDER (1) AUTHORIZING SALE OF  
PROPERTY FREE AND CLEAR OF ALL 
LIENS, CLAIMS, ENCUMBRANCES AND 
OTHER INTERESTS; (2) APPROVING 
OVERBID PROCEDURE; AND (3) 
GRANTING RELATED RELIEF; 
MEMORANDUM OF POINTS AND 
AUTHORITIES; DECLARATION IN 
SUPPORT THEREOF 
 
Hearing: 
Date:    March 13, 2018  
Time:    1:30 p.m. 

 Place:    Courtroom 303 
               21041 Burbank Blvd.  
               Woodland Hills, California 91367 
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Gordon St Condos, LLC, the debtor and debtor in possession in the above-captioned 

chapter 11 bankruptcy case (the “Debtor”), hereby files this motion (the “Motion”) for entry of 

an order of the Court: (A) pursuant to 11 U.S.C. § 363 authorizing the Debtor sell the real 

property located at 1200-1202 Gordon Street, Los Angeles, CA 90038 (the “Property”), free and 

clear of liens, claims, encumbrances and other interests under the terms and conditions set forth 

in the Motion, to Lex 2018, Inc. or to a successful overbidder as determined at an auction to be 

conducted, if appropriate, at the same date and time as the hearing on the Motion (the “Buyer”); 

(B) approving the overbid procedure set forth in this motion; (C) finding that the Buyer is a good 

faith Buyer; and (D) waiving stay under Rule 6004(h) of the Federal Rules of Bankruptcy 

Procedure. The complete bases of the Motion are set forth in the Memorandum of Points and 

Authorities and the Declaration of Paul Morady annexed hereto (the “Morady Declaration”). 

The Motion is based upon this Motion, the Notice of Motion filed concurrently herewith, 

the accompanying Memorandum of Points and Authorities and the Morady Declaration, 11 

U.S.C. §§ 105(a), 363(b) and (f), Bankruptcy Rules 2002, and 6004, and Local Bankruptcy Rules 

6004-1(c), and 9013-1, the entire record in the Debtor’s case, the statements, arguments and 

representations of counsel to be made at the hearing on the Motion, and any other evidence 

properly presented to the Court. 

WHEREFORE, the Debtor respectfully requests that the Court enter an order: 

(1) finding that notice of the Motion was adequate and appropriate; 

(2) granting the Motion in its entirety; 

(3) authorizing the Debtor to enter into the California Residential Purchase 

Agreement (the “Agreement”), in substantially the form attached as Exhibit “1” to the Morady 

Declaration, and to sell the Property to the Buyer, free and clear of liens, claims, encumbrances 

and other interests, under the terms and conditions set forth in the Agreement; 

(4) approving the overbid procedure described herein; 

(5) authorizing the Debtor to take all necessary and reasonable steps to consummate 

the sale of the Property to the Buyer; 
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(6) authorizing the payment of the payment of unpaid property taxes and valid liens, 

directly from escrow;  

(7) Waiving the 14-day stay prescribed by Rule 6004(h) of the Federal Rules of 

Bankruptcy Procedure;  

(8) finding that the Buyer is a good faith buyer entitled to all of the protections 

afforded by 11 U.S.C. § 363(m); and 

(9) granting such other and further relief as may be necessary or appropriate under 

the circumstances.  

DATED: February 20, 2018   GORDON ST. CONDOS LLC 
 
By:__/s/ David B. Golubchik__________________ 
                    DAVID B. GOLUBCHIK 
                    LINDSEY L. SMITH 
LEVENE, NEALE, BENDER, YOO & BRILL 
L.L.P. 
Proposed Attorneys for Gordon St. Condos LLC 
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MEMORANDUM OF POINTS AND AUTHORITIES 

I. 

STATEMENT OF FACTS 

A. Case Background 

 Gordon St Condos, LLC, the debtor and debtor in possession herein (the “Debtor”) 

commenced this case by filing a voluntary petition under Chapter 11 of the Bankruptcy Code on 

January 11, 2018 (the “Petition Date”).  The Debtor continues to operate its business and manage 

its financial affairs as a debtor in possession pursuant to 11 U.S.C. §§ 1107 and 1108. The Debtor’s 

case is a single asset real estate case as that term is defined in 11 U.S.C. § 101(51B).   

 The Debtor’s sole asset is the four-unit real property located at 1200-1202 Gordon Street, 

Los Angeles, California 90038 (the “Property”).  

 Prior to the Petition Date, on or about June 23, 2014, Helping Hand Investments, Inc. 

(“HH”) and a gentleman by the name of Peter Beskodarny (“Beskodarny”), whose mother used to 

own the Property, entered into a joint venture agreement (the “JV Agreement”) pursuant to which 

the Property was to be transferred to the Debtor, with HH holding a 50.1% interest and Beskodarny 

holding a 49.9% interest in the Debtor, for the purpose of entitling and developing the Property 

into multi-family condos/apartments1.  A true and correct copy of the Joint Venture agreement is 

attached to the Declaration of Paul Morady annexed hereto (the “Morady Declaration”) as Exhibit 

“2”.  HH subsequently transferred its interest in the Debtor to Napa Industries LLC (“Napa”), as 

set forth in the assignment, a true and correct copy of which is attached to the Morady Declaration 

as Exhibit “3”. 

 After the entry into the JV Agreement, the Property was transferred to the Debtor for the 

purpose of entitling and developing the Property. Title to the Property was subsequently transferred 

to Napa to assist in the financing process, although the economic interests remained unchanged 

with Mr. Beskodarny retaining his 49.9% interest in the ownership entity. Shortly prior to the 

Petition Date, the Property was transferred back to the Debtor.  

                     
1 Initially, the Debtor scheduled equity interests as 50/50, which was erroneous as evidenced by 
the Joint Venture agreement. 
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 Ultimately, disputes arose between Mr. Beskodarny and Napa as to the development of the 

Property and on April 10, 2017, Mr. Beskodarny filed a complaint against Napa, and its principles, 

and the Debtor in the Superior Court of the State of California for the County of Los Angeles 

thereby commencing case number BC 657283 (the “State Court Action”).  A true and correct copy 

of the complaint filed in the State Court Action is attached hereto as Exhibit “4”. The State Court 

Action is pending and is stayed as a result to of the filing of the Debtor’s bankruptcy case. In the 

State Court Action, Mr. Beskodarny does not assert title to the Property, but instead asserts that he 

incurred damages as a result of lost equity in the Property and he should therefore be entitled to 

damages. In connection with the State Court Action, on April 11, 2017, Mr. Beskodarny recorded a 

notice of pendency of action against the Property.  

 Prior to the Petition Date, Napa, on behalf of, and for the benefit of, the Debtor obtained a 

loan from Arch CBT SPE, LLC (“Arch”), which loan was secured by a first priority lien against 

the Property. Prior to the Petition Date, on April 1, 2017 the loan from Arch matured and the 

Debtor defaulted on the loan. Thus, Arch began proceeding with the foreclosure process on the 

Property, including the filing of a notice of default on August 31, 2017. 

 This case was commenced primarily to stay the foreclosure commenced by Arch and 

preserve the value of the Property for the benefit of creditors and equity holders while the Debtor 

either continued with the entitlement process or found a buyer for the Property.  

B. Marketing Efforts and Purchase Agreement 

 Prior to and after the Petition Date, the Debtor has marketed the Property for sale. The 

Debtor has interviewed several real estate brokers. Additionally, after the Petition Date, the 

Debtor obtained an offer for the purchase of the Property for $1.3 million through from an entity 

not related to the Debtor. The foregoing offer was contingent on inspections and other items, 

including, a requirement to deliver the Property vacant, which is highly unlikely due to the fact 

that the Property is occupied and subject to rent control laws for the City of Los Angeles. 

Additionally, the foregoing offer was made by an entity that was represented by a real estate 

broker. Thus, if the Debtor had accepted the offer (it did not), the Debtor would have had to pay 

3%-6% of the sale proceeds to the buyer’s broker, which equates to $39,000 - $78,000.  
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 Thereafter, the Debtor received an offer from Lex 2018, Inc. (the “Buyer”) for to 

purchase the Property for $1,300,000 (the “Purchase Price”) on the terms and conditions set forth 

in that certain California Residential Purchase Agreement (the “Agreement”), a true and correct 

copy of which is attached to the Morady Declaration as Exhibit “1” and is incorporated herein 

by reference. As reflected in the Agreement, neither the Buyer nor the Debtor are represented by 

real estate brokers in connection with the sale of the Property, thus, the Debtor will not have to 

pay any brokers commissions in connection with the sale to Buyer thereby saving up to $78,000 

(6% of $1,300,000).  Further, as set forth in the Agreement, the Buyer will be paying all of the 

closing costs for the sale of the Property. The owners of the Buyer are the same owners of Napa 

– Mr. Paul Morady and Mr. Brook Fain – and therefore insiders of the Debtor. Most importantly, 

the offer is not subject to any contingencies and ready to close. 

 The Debtor believes that $1,300,000 is a reasonable purchase price and represents the 

market value of the Property, based upon, among other things, an appraisal report of the Property 

dated March 20, 2016, which values the Property at $1,350,000 and the fact that the Debtor 

received another offer from a non-insider for the same price. A true and correct copy of the 

foregoing appraisal report is attached as Exhibit “5” to the Morady Declaration.   

 In addition to the foregoing, and as part of the sale, Napa has agreed to waive its general 

unsecured claim in the amount of $72,000.  For purposes of the overbid, as discussed below, the 

waiver of the claim will not be considered and will not affect the overbid price. 

 C. The Proposed Overbid Procedures 

 While the Debtor is prepared to consummate the sale with the Buyer, it is also interested 

in obtaining the maximum price for the Property. Therefore, the Debtor seeks approval of the 

following overbid procedures: (1) any person interested in submitting an overbid on the Property 

must attend the hearing on the Motion or be represented by an individual with authority to 

participate in the overbid process; (2) an overbid will be defined as an initial overbid of 

$1,350,000, with each additional bid in $50,000 increments; (3) overbidders (except for the 

Buyer) must deliver a deposit to the Debtor’s proposed counsel by way of cashier’s check made 

payable to “Gordon St Condos, LLC, debtor in possession” in the amount of $39,000.00 (the 

Case 1:18-bk-10096-MB    Doc 25    Filed 02/20/18    Entered 02/20/18 16:47:03    Desc
 Main Document      Page 11 of 185



2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

 

  7

“Deposit”) and proof of ability to close escrow unconditionally in a form acceptable to the 

Debtor at least seven days prior to the hearing on the Motion; (4) overbidders must purchase the 

Property on the same terms and conditions as the Buyer; (5) the Deposit of the successful 

overbidder shall be forfeited if such party is thereafter unable to complete the purchase of the 

Property within 30 calendar days of entry of an order confirming the sale; and (6) in the event 

the successful overbidder cannot timely complete the purchase of the Property, the Debtor shall 

be authorized to proceed with the sale to the next highest overbidder. 

 To the extent that a qualified overbidder comes forward, the Debtor requests that the 

Court hold an auction for the Property at the hearing on the Motion.  

 The Debtor believes that the proposed overbid procedure, notice of which has been given 

to all creditors and interested parties, including the entity that previously made an offer on the 

Property, will maximize the price ultimately obtained for the Property as well as protect the 

estate from parties who may wish to participate in the overbid procedure, but who are ultimately 

unable to consummate the sale transaction. Accordingly, the Debtor requests that the Court 

authorize the overbid procedure discussed above. 

D. Liens and Interests 

 A preliminary title report on the Property (the “Title Report”), a true and correct copy of 

which is attached to the Morady Declaration as Exhibit “6” and incorporated herein by 

reference, has been obtained from Ticor Title. The Title Report indicates that the following liens 

have been recorded against the Property: 
Item 
No. on 
Title 
Report 

 
 
Lienholder 

 
 
Nature and Amount of Lien 

1 and 2 County Assessor’s Office Real property taxes.  The Debtor 
is informed that real property 
taxes totaling approximately 
$25,667.84 are owed and the 
amount owed will be paid from 
escrow. 

3 Arch Deed of Trust recorded in favor 
of Arch Loans SPE, LLC on 
4/1/16 (borrower of record is 
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Napa, but secured by the 
Property), which was assigned to 
Arch CBT SPE LLC via an 
assignment recorded on 6/22/16. 
The Debtor is informed that an 
obligation of approximately 
$975,000 is secured by this deed 
and the amount owed will be paid 
from escrow unless Arch 
consents to assign the obligation 
to the Buyer. 

4 Peter Beskodarny Notice of Pendency of Action 
recorded by Peter Beskodarny in 
connection with the State court 
Action on 4/11/17. As set forth 
below, the Debtor seeks to sell 
the Property free and clear of this 
notice of pendency pursuant to 
Section 363(f) of the Bankruptcy 
Code. 

 

 Moreover, based on a recent payoff demand received from Arch, the total obligation 

due and owing to Arch is currently as follows: 
1200 Gordon St 16-90038A As of 2/28/18
Loan Principal $945,000.00 

Interest $66,150.00 
From 8/1/17 to 
2/28/18

Late Fee $7,560.00 
Default Interest $102,375.00 4/6/17 to 2/28/18
Trustee Fees $7,100.00 
Legal Fees $20,631.69 
LA Foreclosure 
Fees $310.00 
Total $1,149,126.69

 E. Distribution To The Estate 

 The Debtor estimates that the proposed sale will generate $125,205.47 in net proceeds as 

follows:  

  Proposed Sales Price                        $1,300,000.00 

Real Property Taxes             < $25,667.84> 

Arch Lien                                  <$1,149,126.69> 

Net Proceeds                $125,205.47 
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II. 

DISCUSSION 

A. THE COURT SHOULD AUTHORIZE THE DEBTOR TO SELL THE 

PROPERTY TO THE BUYER.  

 Section 363(b) of the Bankruptcy Code provides that a debtor “after notice and a hearing, 

may use, sell or lease, other than in the ordinary course of business, property of the estate.”  To 

approve a use, sale or lease of property other than in the ordinary course of business, the court 

must find “some articulated business justification.”  See, e.g., In re Martin (Myers v. Martin), 91 

F.3d 389, 395 (3d Cir. 1996) citing In re Schipper (Fulton State Bank v. Schipper), 933 F.2d 513, 

515 (7th Cir. 1991); Comm. of Equity SEC Holders v. Lionel Corp. (In re Lionel Corp.), 722 

F.2d 1063, 1070 (2d Cir. 1983); In re Abbotts Dairies of Pennsylvania, Inc., 788 F.2d 143 (3d 

Cir. 1986) (implicitly adopting the “sound business judgment” test of Lionel Corp. and requiring 

good faith); In re Delaware and Hudson Ry. Co., 124 B.R. 169 (D. Del. 1991) (concluding that 

the Third Circuit adopted the “sound business judgment” test in the Abbotts Dairies decision).   

 In the Ninth Circuit, “cause” exists for authorizing a sale of estate assets if it is in the best 

interest of the estate, and a business justification exists for authorizing the sale.  In re 

Huntington, Ltd., 654 F.2d 578 (9th Cir. 1981); Walter v. Sunwest Bank (In re Walter), 83 B.R. 

14, 19-20 (9th Cir. BAP 1988).  The Ninth Circuit has also held that section 363 allows the sale 

of substantially all assets of a debtor’s bankruptcy estate after notice and a hearing.  In re Qintex 

Entertainment, Inc., 950 F.2d 1492 (9th Cir. 1991).    

 In determining whether a sale satisfies the business judgment standard, courts have held 

that: (1) there be a sound business reason for the sale; (2) accurate and reasonable notice of the 

sale be given to interested persons; (3) the sale yield an adequate price (i.e., one that is fair and 

reasonable); and (4) the parties to the sale have acted in good faith.  Titusville Country Club v. 

Pennbank (In re Titusville Country Club), 128 B.R. 396, 399 (Bankr. W.D. Pa. 1991); see also, 

In re Walter, 83 B.R. at 19-20.  

 The Debtor submits that the proposed sale of the Property to the Buyer comports with 

each of these four criteria and demonstrates that the Debtor’s business judgment to proceed with 
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the sale, subject to overbid, is sound.  

 1. Sound Business Purpose 

 There must be some articulated business justification, other than appeasement of major 

creditors, for using, selling or leasing property out of the ordinary course of business before the 

bankruptcy court may order such disposition under Section 363(b).  In re Lionel Corp., 722 F.2d 

at 1070.  The Ninth Circuit Bankruptcy Appellate Panel in In re Walter, supra, 83 B.R. at 19, has 

adopted a flexible case-by-case test to determine whether the business purpose for a proposed 

sale justifies disposition of property of the estate under Section 363(b).  In Walter, the 

Bankruptcy Appellate Panel, adopting the reasoning of the Fifth Circuit in In re Continental 

Airlines, Inc., 780 F.2d 1223 (5th Cir. 1986) and the Second Circuit in In re Lionel Corp., supra, 

articulated the standard to be applied under Section 363(b) as follows: 
  

Whether the proffered business justification is sufficient depends 
on the case.  As the Second Circuit held in Lionel, the bankruptcy 
judge should consider all salient factors pertaining to the 
proceeding and, accordingly, act to further the diverse interests of 
the Debtor, creditors and equity holders, alike.  He might, for 
example, look to such relevant facts as the proportionate value of 
the asset to the estate as a whole, the amount of elapsed time since 
the filing, the likelihood that a plan of reorganization will be 
proposed and confirmed in the near future, the effect of the 
proposed disposition on future plans of reorganization, the 
proceeds to be obtained from the disposition vis-à-vis any 
appraisals of the property, which of the alternatives of use, sale or 
lease the proposal envisions and, most importantly perhaps, 
whether the asset is increasing or decreasing in value.  This list is 
not intended to be exclusive, but merely to provide guidance to the 
bankruptcy judge.  

 

In re Walter, 83 B.R. at 19-20, citing In re Continental Air Lines, Inc., 780 F.2d 1223, 1226 (5th 

Cir. 1986). 

 The facts pertaining to the Debtor’s proposed sale of the Property to the Buyer clearly 

substantiate the Debtor’s conclusion, based on the Debtor’s business judgment, that such 

contemplated sale serves the best interests of the Debtor’s estate and creditors, and merits the 

approval of the Court.  As stated above, the Property is the sole asset of the Debtor’s bankruptcy 
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estate. The Debtor has two options for the Property – continue to develop the Property as initially 

planned in the JV Agreement, which involves entitling the Property and building condos or 

apartments on the Property or sell the Property. The former option will take substantial time and 

money – including money to obtain all necessary entitlements and permits and then to build the 

condos. Only after the new condos are built would the Debtor be able to realize a profit by 

selling the condos and/or Property as a whole and payoff its secured creditors and make a 

distribution to its unsecured creditors.  The Debtor lacks sufficient funds to continue with this 

strategy.  More importantly, it is clear that the equity holders are not in agreement as to the 

strategy herein and are in litigation with respect to the Property.  Such a dispute is not conducive 

to seeking additional financing or investment and proceeding with the long-term strategy initially 

contemplated by the parties. 

The latter option – selling the Property now – allows the Debtor to stop the incurrence of 

additional fees and payoff its secured creditors right away. Further, it will allow the Debtor to 

make a substantial distribution (and potentially pay in full) to unsecured creditors without delay. 

Given the two options faced by the Debtor, the Debtor believes that proceeding with the sale of 

the Property is a sound business decision.  

Further, the particular proposed sale is supported by sound business purpose because (and 

as further discussed below) the purchase price is market value and will net the estate substantial 

funds for the benefit of creditors after the payment of the secured creditors in full. 

The Debtor anticipates that Mr. Beskodarny will assert that some (or all) of the claims 

should not be allowed.  Pursuant to this Motion, the Debtor does not seek the allowance of any 

claims.  Under the Bankruptcy Code, any party in interest has the right to object to claims and 

Mr. Beskodarny is free to do so if he believes it is appropriate. As a result, a sale will not deprive 

any party from considering and/or objecting to claims. 

 Based on the foregoing, the Debtor believes that the proposed sale of the Property is in 

the best interests of creditors and the estate. 

 2. Accurate and Reasonable Notice 

 In connection with a proposed sale under Section 363 of the Bankruptcy Code, “four 
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pieces of information must be presented to the creditors.  The notice should: place all parties on 

notice that the debtor is selling its business; disclose accurately the full terms of the sale; explain 

the effect of the sale as terminating the debtor’s ability to continue in business; and explain why 

the proposed price is reasonable and why the sale is in the best interest of the estate.”  In re 

Delaware & Hudson Railway Co., 124 B.R. 169, 180 (D. Del. 1991).  A notice is sufficient if it 

includes the terms and conditions of the sale and if it states the time for filing objections.  In re 

Karpe, 84 B.R. 926, 930 (Bankr. M.D. Pa. 1988).  The purpose of the notice is to provide an 

opportunity for objections and hearing before the court if there are objections.  Id.   

Section 363(b)(1) provides that the Debtor, “after notice and a hearing, may use, sell or 

lease, other than in the ordinary course of business, property of the estate.”  11 U.S.C. 

§ 363(b)(1).  Section 102(1) defines “after notice and a hearing” as after such notice as is 

appropriate in the particular circumstances, and such opportunity for hearing as is appropriate in 

the particular circumstances.  11 U.S.C. § 102(1)(A).   

Rule 6004(a) of the Federal Rules of Bankruptcy Procedures (the “Bankruptcy Rules”) 

provides in pertinent part that notice of a proposed sale not in the ordinary course of business 

must be given pursuant to Bankruptcy Rule 2002(a)(2), (c)(1), (i) and (k), and, if applicable, in 

accordance with Section 363(b)(2) of the Bankruptcy Code.  Fed. R. Bankr. P. 6004(a).  

Bankruptcy Rule 2002(a)(2) requires at least 20 days’ notice by mail of a proposed sale of 

property of the estate other than in the ordinary course of business, unless the Court for cause 

shown shortens the time or directs another method of giving notice.  Fed. R. Bankr. P. 

2002(a)(2).  Bankruptcy Rule 2002(c)(1) requires that the notice of a proposed sale include the 

date, time and place of any public sale, the terms and conditions of any private sale, and the time 

fixed for filing objections.  It also provides that the notice of sale or property is sufficient if it 

generally describes the property.  Fed. R. Bankr. P. 2002(c)(1).  Bankruptcy Rule 2002(i) 

requires that the notice be mailed to committees elected pursuant to 11 U.S.C. § 705 or appointed 

pursuant to 11 U.S.C. § 1102.   Fed. R. Bankr. P. 2002(i).  Bankruptcy Rule 2002(k) requires that 

the notice be given to the United States Trustee.  Fed. R. Bankr. P. 2002(k). 

Bankruptcy Rule 6004(c) provides that a motion for authority to sell property free and 
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clear of liens or other interests must be made in accordance with Bankruptcy Rule 9014 and must 

be served on the parties who have liens or other interests in the property to be sold.  Fed. R. 

Bankr. P. 6004(c). 

Local Bankruptcy Rule 9013-1(d)(2) requires that a notice of motion and motion be 

served at least 21 days before the hearing on the date specified in the notice.  L.B.R. 9013-

1(d)(2).   

In addition, Local Bankruptcy Rule 6007-1(f) requires that an additional copy of the 

Notice be submitted to the Clerk of the Bankruptcy Court together with a document Form 6004-2 

at the time of filing for purposes of publication.  L.B.R. 6007-1(f). 

The Debtor has complied with all of the above provisions of the Bankruptcy Code, the 

Bankruptcy Rules and the Local Bankruptcy Rules. The Debtor has complied with Bankruptcy 

Rules 6004(a) and 2002(a)(2), (c)(1), (i) and (k), because a notice of this Motion (the “Notice”) 

has been filed contemporaneously herewith, which includes the date, time and place of both the 

auction, sale hearing and bidding procedures, as well as the deadline for objecting to the Motion, 

and such Notice has been served on the United States Trustee, all of the Debtor’s known 

creditors, and all parties requesting special notice. The Debtor has complied with Bankruptcy 

Rule 6004(c) because the Notice and this Motion have also been served upon the parties who 

have alleged liens or interests in the Property.  The Debtor has complied with the requirements of 

Local Bankruptcy Rule 6007-1(f) because the Debtor has filed the Notice and Form 6004-2 with 

the Clerk of the Bankruptcy Court.  

Based on the foregoing, the Debtor respectfully submits that adequate, accurate and 

reasonable notice of the proposed sale of the Property has been provided to creditors and other 

parties in interest in this case. 

 3. Fair and Reasonable Price 

In order for a sale to be approved under Section 363(b), the purchase price must be fair 

and reasonable.  See generally, In re Canyon Partnership, 55 B.R. 520 (Bankr. S.D. Cal. 1985).  

The trustee (or debtor in possession) is given substantial discretion in this regard.  Id.  In 

addition, Courts have broad discretion with respect to matters under section 363(b).  See Big 
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Shanty Land Corp. v. Comer Properties, Inc., 61 B.R. 272, 278 (Bankr. N.D. Ga. 1985).  In any 

sale of estate assets, the ultimate purpose is to obtain the highest price for the property sold.  

Wilde Horse Enterprises, Inc., 136 B.R. at 841 (citing In re Chung King, Inc., 753 F.2d 547 (7th 

Cir. 1985)), In re Alpha Industries, Inc., 84 B.R. 703, 705 (Bankr. Mont. 1988).  

The Debtor submits that the Purchase Price is fair and reasonable because it is market 

value for the Property and due to the specific terms of the proposed sale allows the Debtor’s 

estate to receive more cash for the payment of unsecured claims that if the sale was being made 

to a non-insider whose offer has contingencies and brokers’ commissions. 

As discussed above, the Agreement contemplates a sale that does not have any 

contingencies. Further, since the proposed sale under the Agreement does not involve any 

brokers and the Buyer is paying for all closing costs, the proposed sale saves the estate 

substantial commissions and closing costs. The Debtor submits that the offer from the Buyer is 

the best offer for the Property and is market value for the Property since the Debtor received 

another offer for the same price (yet that offer involved broker commissions, contingencies and 

required the closing costs to be paid by the Debtor/seller) and because the appraisal from 2016 

places the value of the Property very close to the amount of the Purchase Price.  

Furthermore, as a result of the proposed overbid procedures, the proposed sale transaction 

will ensure that the Property sells for the highest possible price. More specifically, the sale of the 

Property in accordance with the proposed biding procedures will foster competitive bidding 

among any serious potential Buyers and ensure that the highest possible purchase price is 

obtained for the Property. To the extent that a sale process for the Property is undertaken but 

there are no bidders other than the Buyer, the Debtor respectfully submits that the amount of 

Purchase Price will necessarily represent the fair and reasonable value of the Property. 

4. Good Faith 

 When a bankruptcy court authorizes a sale of assets pursuant to Section 363(b)(1), it is 

required to make a finding with respect to the “good faith” of Buyer.  In re Abbotts Dairies, 788 

F.2d at 149.  Such a procedure ensures that Section 363(b)(1) will not be employed to 

circumvent the creditor protections of Chapter 11, and as such, it mirrors the requirement of 
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Section 1129, that the Bankruptcy Court independently scrutinizes the debtor’s reorganization 

plan and makes a finding that it has been proposed in good faith.  Id. at 150.   

 “Good faith” encompasses fair value, and further speaks to the integrity of the 

transaction.  In re Wilde Horse Enterprises, 136 B.R. at 842.  With respect to the debtor’s 

conduct in conjunction with the sale, the good faith requirement “focuses principally on the 

element of special treatment of the Debtor’s insiders in the sale transaction.”  See In re Industrial 

Valley Refrig. and Air Cond. Supplies, Inc., 77 B.R. 15, 17 (Bankr. E.D. Pa. 1987).  With respect 

to the buyer’s conduct, this Court should consider whether there is any evidence of “fraud, 

collusion between the Buyer and other bidders or the [debtor], or an attempt to take grossly 

unfair advantage of other bidders.”  In re Abbotts Dairies, 788 F.2d at 147, In re Rock Indus. 

Mach. Corp., 572 F.2d 1195, 1198 (7th Cir. 1978); In re Wilde Horse Enterprises, Inc., 136 B.R. 

at 842; In re Alpha Industries, Inc., 84 B.R. 703, 706 (Bankr. D. Mont. 1988).  In short, “[l]ack 

of good faith is generally determined by fraudulent conduct during the sale proceedings.”  In re 

Apex Oil Co., 92 B.R. 847, 869 (Bankr. E.D. Mo. 1988), citing In re Exennium, Inc., 715 F.2d 

1401, 1404-05 (9th Cir. 1983). 

 In In re Filtercorp, Inc., 163 F.3d 570 (9th Cir. 1998), the Ninth Circuit set forth the 

following test for determining whether a buyer is a good faith Buyer: 
 

A good faith buyer “is one who buys ‘in good faith’ and ‘for 
value.’”  [citations omitted.]  [L]ack of good faith is [typically] 
shown by ‘fraud, collusion between the Buyer and other bidders or 
the trustee, or an attempt to take grossly unfair advantage of other 
bidders.’”  [citations omitted.] 

 

Filtercorp, 163 F.3d at 577. 

 The Ninth Circuit made clear in Filtercorp that this standard for determining good faith is 

applicable even when the buyer is an insider. 

The Debtor negotiated the terms of the Agreement after the consideration of another offer 

for the same amount from a non-insider with less favorable terms. There has been no fraud or 

collusion in connection with the negotiation of the terms of the Agreement, which is proven by 

the Debtor’s willingness to allow for the sale to be subject to overbids.  The Debtor submits that 
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the proposed bidding procedures will inherently provide a fair and equitable process for all 

qualified bidders.  Based on the foregoing, the Debtor submits that the Court should find that the 

successful bidder is a good faith Buyer entitled to all of the protections afforded by Section 

363(m) of the Bankruptcy Code. 

B. THE SALE OF THE PROPERTY SHOULD BE FREE AND CLEAR OF ALL 

LIENS, CLAIMS, ENCUMBRANCES AND OTHER INTERESTS PURSUANT 

TO 11 U.S.C. § 363(F). 

Bankruptcy Code §363(f) provides that a debtor may sell property of the estate “free and 

clear of any interest in such property” if: 

(1) applicable non-bankruptcy law permits the sale of such 

property free and clear of such interest;  

(2) such entity consents; 

(3) such interest is a lien and the price at which such 

property is to be sold is greater than the aggregate value 

of all liens on such property; 

(4) such interest is in bona fide dispute; or 

(5) such entity could be compelled, in a legal or equitable 

proceeding, to accept a money satisfaction of such 

interest. 

11 U.S.C. §363(f).  Because Section 363(f) is in the disjunctive, the Debtor must only meet one 

of the five subsections of Section 363(f) in order to sell the Property free and clear of all liens, 

claims, interests and encumbrances.  In re Whittemore, 37 B.R. 93, 94 (Bankr. D. Or. 1984). 

 The Debtor submits that the proposed sale of the Property should be authorized under 11 

U.S.C. §§ 363(f)(4). Section 363(f)(4) of the Bankruptcy Code authorizes a sale to be free and 

clear of an interest if the interest asserted by the holder is in bona fide dispute. To satisfy section 

363(f)(4), there must be an objective basis for a factual or legal dispute as to the validity of the 

interest.  In re Kellogg-Taxe, 2014 WL 1016045, at *6 (Bankr. C.D. Cal. Mar.17, 2014) (citing 

In re Gaylord Grain L.L.C., 306 B.R. 624, 627 (B.A.P. 8th Cir. 2004));  In re Daufuskie Island 
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Props., LLC, 431 B.R. 626, 645 (Bankr. D.S.C. 2010); see also Higgins v. Vortex Fishing 

Systems, Inc. (In re Vortex Fishing Sys., Inc.), 277 F.3d 1057, 1062 (9th Cir. 2002) (adopting 

objective test for determining whether claim supporting involuntary petition is subject to bona 

fide dispute).  “[T]he moving party must ‘provide some factual grounds to show some objective 

basis for the dispute.”   SEC v. Capital Cove Bancorp LLC, 2015 WL 9701154, at *7 (C.D. Cal. 

Oct.13, 2015).  The court is not required to resolve the underlying dispute as a condition to 

authorizing the sale, but must determine that it exists.  Capital Cove Bancorp, 2015 WL 

9701154, at *7; Kellogg-Taxe, 2014 WL 1016045, at *6.    

Here, there is ample evidence that Beskodarny’s alleged interest in the Property pursuant 

to the State Court Action and Lis Pendens, is in bona fide dispute.  Indeed, the filing of the State 

Court Action and Lis Pendens themselves indicate that there is a bona fide dispute. The claims 

asserted by Beskodarny in the State Court Action, which claims underlay Beskodarny’s filing of 

the Lis Pendens, are for breach of contract, breach of fiduciary duty, conversion and fraud. In the 

complaint, Beskodarny asserts that the Debtor and/or others breached the JV Agreement and 

misappropriated funds obtained from the loan from Arch. However, the Debtor disputes 

Beskodarny’s contentions and asserts that it did not breach the JV Agreement since the Debtor 

has been working towards entitling and developing the Property since the entry into the JV 

Agreement and as provided for in the JV Agreement, including taking out a loan from Arch, the 

proceeds from which were used to aid the redevelopment of the Property. In light of the 

foregoing there is clearly factual grounds for the Court to determine that the claims asserted by 

Beskodarny in the State Court Action and related Lis Pendens are subject to a bona fide dispute. 

Furthermore, the Debtor asserts that the Lis Pendens is subject to a bona fide dispute 

because it was improperly recorded against the Property since Beskodarny does not assert a “real 

property claim” that concerns the Property in the State Court Action. Pursuant to the State Court 

Action, Beskodarny asserts the following claims for relief: Breach of Contract; Breach of 

Fiduciary Duty, Conversion, Fraud, Aiding and Abetting Breach of Fiduciary Duty.  

Under California law, a lis pendens may only be recorded in connection with an action 

that contains a “real property claim”. See Cal. Code Civ. Proc. § 405.2. A “real property claim” 
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is defined by statute as a cause of action in a pleading “which would, if meritorious, affect title 

to, or the right to possession of, specific real property.” Cal. Code Civ. Proc. § 405.4(a). When 

determining whether the pleading contains a “real property claim,” the court “must engage in a 

demurrer-like analysis.” Kirkeby v. Superior Court, 33 Cal. 4th 642, 647 (Cal. 2004). The review 

“involves only a review of the adequacy of the pleading and normally should not involve 

evidence from either side, other than possibly that which may be judicially noticed as on a 

demurrer.” Id. (citation omitted). At all times, the burden remains on the claimant who filed that 

the lis pendens to prove that it alleges a real property claim. Cal. Code Civ. Proc. § 405.30. 

The Debtor submits that the claims asserted in the State Court Action do not constitute a 

real property claim under California law. Although per the breach of contract claim, Beskodarny 

seeks damages in the form of a constructive trust of the Property and recession of the JV 

Agreement, this does not amount to a real property claim because the substance of the dispute of 

the State Court Action is essentially a fraud action seeking money damages, with constructive 

trust and recession allegations appended thereto. 

In BGJ Assocs., LLC v. Superior Court, 75 Cal. App. 4th 952, 89 Cal. Rptr. 2d 693 

(1999), a case with strikingly similar facts to the State Court Action, the Court determined that 

the lis pendens was improperly recorded and should be expunged. The BGJ Assocs., LLC v. 

Superior Court case involved partners in a joint venture formed to buy real properties, where 

partners sued other partners/joint venturers and a third party, claiming that defendants 

wrongfully acquired the properties for themselves, and asserting multiple causes of action for 

breach of oral contract, breach of fiduciary duty, unjust enrichment, intentional and negligent 

interference with contractual relations, inducing breach of contract, and imposition of a 

constructive trust. The Court held that where “partners that entered into a joint venture 

agreement to buy a specific parcel of real property, and one partner or joint venturer, in breach of 

a fiduciary duty, allegedly wrongfully acquires it in his own name, the other partner or joint 

venturer may bring an action to impose a constructive trust and require the wrongdoing partner 

or joint venturer to convey the appropriate share of the legal title.” Id. at 970 (internal citations 

omitted)”. And “Assuming the truth of plaintiffs' allegations, as we must in this demurrer-like 
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context, plaintiffs may be entitled to imposition of a constructive trust requiring the defendants to 

convey to plaintiffs the share of the legal title plaintiffs would have acquired had not the 

defendants breached their duties toward plaintiffs.” Id. Notwithstanding the foregoing, in 

deciding that the lis pendens should be expunged, the Court reasoned that: 
 

Plaintiffs' complaint has eleven causes of action. Only the tenth 
and eleventh causes of action focus narrowly on imposition of a 
constructive trust. The other causes of action seek compensatory 
and punitive damages on fraud and tort theories, or a combination 
of compensatory and punitive damages with imposition of a 
constructive trust. 
 
Plaintiffs say that at this pleading stage they are not required to 
elect between inconsistent remedies, and they are reserving their 
options. It is apparent that, depending on market conditions, or 
circumstances affecting the particular parcel of property, or other 
tactical considerations, plaintiffs may ultimately decide, if they 
prevail, that they prefer to be compensated by money damages 
rather than transfer of title to the property. 
 
The question presented is whether plaintiffs are entitled to 
maintain a lis pendens on the property in the meantime. We 
conclude that in the particular circumstances of this case they may 
not. Plaintiffs contend that they have pleaded one or more causes 
of action which state a real property claim within the meaning of 
section 405.4, and that the lis pendens statute makes no provision 
requiring them to elect remedies between alternative causes of 
action. We do not hold that the lis pendens statute requires an early 
election of remedies between monetary damages or a constructive 
trust. But what the Legislature has done in section 405.4 is to leave 
to the courts to determine in particular cases whether a claim 
supporting a constructive trust will justify the maintenance of a lis 
pendens. (Comment to section 405.4 [“The definition of ‘real 
property claim’ neither includes nor excludes claims of 
constructive trust or equitable lien. Instead, the law in this area is 
left for judicial development.”].) In determining this issue on a 
case-by-case basis, the courts have been restrictive because of 
well-known dangers that the lis pendens procedure can be abused 
to coerce a defendant to settle a claim. The courts have looked to 
the substance of the dispute to determine whether it is “essentially” 
a fraud action seeking money damages, with constructive trust 
allegations “appended.” (See Urez Corp. v. Superior Court, supra, 
190 Cal.App.3d at p. 1149, 235 Cal.Rptr. 837; Hunting World, Inc. 
v. Superior Court, supra, 22 Cal.App.4th at pp. 73–74, 26 
Cal.Rptr.2d 923.) In a case such as this where the pleading 
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combines theories of liability for monetary damages and for a 
constructive trust, we hold that plaintiffs should not be able to 
maintain a lis pendens. The danger is too great that a lis pendens, 
which effectively renders the property unmarketable, will have the 
coercive effects condemned by the cases. 

 
Id. at 971–72. 

 Similar to the BGJ Assocs., LLC v. Superior Court case, the State Court Action involves 

several claims for relief and only one of the claims for relief asserts a constructive trust/recession 

remedy (in addition to monetary damages), which may affect title to the Property. All of the 

other claims for relief seek monetary damages only. Since the State Court Action combines 

theories of liability for monetary damages and for a constructive trust, a Court, like the Court in 

BGJ Assocs., LLC v. Superior Court, would determine that Beskodarny should not be able to 

maintain a lis pendens. Thus, the Lis Pendens recorded by Beskodarny is in bona fide dispute. 

Furthermore, Courts routinely approve sales free and clear of recorded lis pendens. For 

example, in finding that there are “very real and relevant factual disputes” existing between the 

parties to certain litigation, the Court in In re Rivermeadows Associates, LTD., No. 95-20322, 

1996 WL 194270, 7 (Bankr.D. Wy March 11, 1996)2 authorized a Chapter 11 trustee to enter 

into a settlement agreement which provided for the authority to sell certain property free and 

clear of, among other interests, under Section 363(f)(4).  

Additionally, the bankruptcy court in In re McPhillips Motors, Inc., 2010 Bankr. LEXIS 

2589 (Bankr. C.D. Cal., Feb. 9, 2010) (Neiter, J. presiding), approved the following provision in 

the sale order: 
 

If any person or entity that has filed financing statements, 
mortgages, mechanic's claims, lis pendens or other documents or 
agreements evidencing claims against or in the Purchased Assets 
shall not have delivered to the Debtor prior to the Closing of the 
Transactions, in proper form for filing and executed by the 
appropriate parties, termination statements, instruments of 
satisfaction, releases of all claims that the person or entity has with 
respect to the Purchased Assets or otherwise, then only with regard 
to the Purchased Assets that are purchased by Buyer pursuant to 

                     
2 A true and correct copy of the In re Rivermeadows Associates, LTD. case is attached hereto as 
Exhibit “7”. 
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the Agreement and this Order (a) the Debtor is hereby authorized 
and directed to execute and file such statements, instruments, 
releases and other documents on behalf of the person or entity with 
respect to the Purchased Assets; and (b) Buyer is hereby authorized 
to file, register or otherwise record a certified copy of this Order, 
which, once filed, registered or otherwise recorded, shall constitute 
conclusive evidence of the release of all claims against the Buyer 
and the applicable Purchased Assets. This Order is deemed to be in 
recordable form sufficient to be placed in the filing or recording 
system of each and every federal, state, or local government 
agency, department or office. 

 

McPhillips Motors, Inc., 2010 Bankr. LEXIS 2589, 12-13 (emphasis added); see also In re R 

Star Restaurant, Inc., 2010 Bankr. LEXIS 2831 (Bankr. C.D. Cal., June 29, 2010) (Albert, J., 

presiding) (same); In re Boneyard, LLC, 2010 Bankr. LEXIS 3912, 15 (Bankr. C.D. Cal. Feb. 5, 

2010) (Smith, J., presiding) (same); In re Michael Anthony Mgmt., 2010 Bankr. LEXIS 6189, 14 

(Bankr. N.D. Cal. Sept. 29, 2010) (same); In re Snowflake White Mt. Power, LLC, 2010 Bankr. 

LEXIS 6137, 17 (Bankr. D. Ariz. Oct. 27, 2010) (same); In re Camp Arrowhead Ltd., No. 09-

54693-LMC, 2010 WL 4922666 (Bankr. W.D. Texas January 8, 2010) (where the Court 

approved a sale free and clear of a Lis Pendens under Section 363(f) and ruled that the Lis 

Pendens shall have no force or effect on the title of the Property).  

 Even outside the traditional context of a sale pursuant to Section 363(f), Courts have 

authorized the sale of real property free and clear of a Lis Pendens. For example, in In re Richard 

L. Hatfield; Moore v. Elder, No. 08-03040, 2009 WL 7751435 (9th Cir. B.A.P. March 17, 2009)3, 

the Court affirmed a Bankruptcy Court order authorizing the sale of property free and clear of a 

co-owner’s interest in the property pursuant to Section 363(h) of the Bankruptcy Code, even 

though the co-owner had recorded Lis Pendens against the property.  

Based upon the foregoing, and due to the fact that there is a bona fide dispute 

surrounding the Lis Pendens, the Court has the authority to sell the Property free and clear of the 

Lis Pendens pursuant to Section 363(f)(4) of the Bankruptcy Code.  

                     
3 A true and correct copy of the In re Richard L. Hatfield; Moore v. Elder, case is attached 
hereto as Exhibit “8”. 
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C. THE DEBTOR REQUESTS THAT THE COURT WAIVE THE FOURTEEN-

DAY WAITING PERIOD SET FORTH IN BANKRUPTCY RULES 6004(h) . 

 Bankruptcy Rule 6004(h) provides, among other things, that an order authorizing the use, 

sale or lease of property . . . is stayed until the expiration of fourteen days after entry of the Court 

order, unless the Court orders otherwise. The prompt closing of the sale of the Property will 

allow for the proceeds from the sale to be received by the estate more quickly, which in turn will 

allow the Debtor to plan its exit strategy in this case (whether through a structured dismissal or 

plan) and pay creditors from the proceeds received by the sale.  Based on the foregoing, the 

Debtor respectfully requests that the Court waive the fourteen day stay periods set forth in 

Bankruptcy Rules 6004(h) and 6006(d) to permit the Debtor to proceed immediately to close any 

sale of the Property. 

III. CONCLUSION 

WHEREFORE, the Debtor respectfully requests that the Court enter an order: 

(1) finding that notice of the Motion was adequate and appropriate; 

(2) granting the Motion in its entirety; 

(3) authorizing the Debtor to enter into the California Residential Purchase 

Agreement (the “Agreement”), in substantially the form attached as Exhibit “1” to the Morady 

Declaration, and to sell the Property to the Buyer, free and clear of liens, claims, encumbrances 

and other interests, under the terms and conditions set forth in the Agreement; 

(4) approving the overbid procedure described herein; 

(5) authorizing the Debtor to take all necessary and reasonable steps to consummate 

the sale of the Property to the Buyer; 

(6) authorizing the payment of the payment of unpaid property taxes and valid liens, 

directly from escrow;  

(7) Waiving the 14-day stay prescribed by Rule 6004(h) of the Federal Rules of 

Bankruptcy Procedure;  

(8) finding that the Buyer is a good faith buyer entitled to all of the protections 

afforded by 11 U.S.C. § 363(m); and 
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(9) granting such other and further relief as may be necessary or appropriate under 

the circumstances.  

DATED: February 20, 2018   GORDON ST. CONDOS LLC 

 
By:__/s/ David B. Golubchik__________________ 
                    DAVID B. GOLUBCHIK 
                    LINDSEY L. SMITH 
LEVENE, NEALE, BENDER, YOO & BRILL 
L.L.P. 
Proposed Attorneys for Gordon St. Condos LLC 
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DECLARATION OF PAUL MORADY 

 I, Paul Morady, declare:  

1. I am over the age of 18 and unless otherwise stated, the following facts are within 

my personal knowledge.  If called to testify as a witness with respect to the statements set forth 

herein, I could and would competently testify thereto.   

2. I am the managing member of Napa Industries LLC (“Napa”), the manager and 

50.1% member of Gordon St. Condos LLC, the debtor and debtor in possession herein (the 

“Debtor”).   

A. Background 

3. The Debtor commenced this case by filing a voluntary petition under Chapter 11 

of the Bankruptcy Code on January 11, 2018 (the “Petition Date”).  The Debtor continues to 

operate its business and manage its financial affairs as a debtor in possession pursuant to 11 

U.S.C. §§ 1107 and 1108. The Debtor’s case is a single asset real estate case as that term is 

defined in 11 U.S.C. § 101(51B).   

4. The Debtor’s sole asset is the four-unit real property located at 1200-1202 Gordon 

Street, Los Angeles, California 90038 (the “Property”).  

5. Prior to the Petition Date, on or about June 23, 2014, Helping Hand Investments, 

Inc. (“HH”), an entity controlled by Brook Fain and by me, and a gentleman by the name of 

Peter Beskodarny (“Beskodarny”), whose mother used to own the Property, entered into a joint 

venture agreement (the “JV Agreement”) pursuant to which the Property was to be transferred to 

the Debtor, with HH holding a 50.1% interest and Beskodarny holding a 49.9% interest in the 

Debtor, for the purpose of entitling and developing the Property into multi-family 

condos/apartments4.  A true and correct copy of the Joint Venture agreement is attached hereto as 

Exhibit “2”.  HH subsequently transferred its interest in the Debtor to Napa Industries LLC 

(“Napa”), as set forth in the assignment, a true and correct copy of which is attached to the 

Morady Declaration as Exhibit “3”.  Napa is also an entity controlled by Mr. Fain and by me. 

                     
4 Initially, the Debtor scheduled equity interests as 50/50, which was erroneous as evidenced 
by the Joint Venture agreement. 
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6. After the entry into the JV Agreement, the Property was transferred to the Debtor 

for the purpose of entitling and developing the Property. Title to the Property was subsequently 

transferred to Napa to assist in the financing process, although the economic interests remained 

unchanged with Mr. Beskodarny retaining his 49.9% interest in the ownership entity. Shortly 

prior to the Petition Date, the Property was transferred back to the Debtor.  

7. From the initial transfer of the Property to the Debtor, Napa has been in charge of 

operating the Debtor and progressing in its development efforts.  At all stages of the process, we 

kept Mr. Beskodarny informed as to the developments through regular meetings, both in person 

and via email. 

8. Ultimately, disputes arose between Mr. Beskodarny and Napa as to the 

development of the Property and on April 10, 2017, Mr. Beskodarny filed a complaint against 

Napa, the Debtor and us in the Superior Court of the State of California for the County of Los 

Angeles thereby commencing case number BC 657283 (the “State Court Action”).  A true and 

correct copy of the complaint filed in the State Court Action is attached hereto as Exhibit “4”. 

To the best of my knowledge, in the State Court Action, Mr. Beskodarny does not assert title to 

the Property, but instead asserts that he incurred damages as a result of lost equity in the Property 

and he should therefore be entitled to damages. In connection with the State Court Action, on 

April 11, 2017, Mr. Beskodarny recorded a notice of pendency of action against the Property.  

9. Prior to the Petition Date, Napa, on behalf of, and for the benefit of, the Debtor 

obtained a loan from Arch CBT SPE, LLC (“Arch”), which loan was secured by a first priority 

lien against the Property. Prior to the Petition Date, on April 1, 2017 the loan from Arch matured 

and the Debtor defaulted on the loan. Thus, Arch began proceeding with the foreclosure process 

on the Property, including the filing of a notice of default on August 31, 2017. 

10. This case was commenced primarily to stay the foreclosure commenced by Arch 

and preserve the value of the Property for the benefit of creditors and equity holders while the 

Debtor either continued with the entitlement process or found a Buyer for the Property.  

B. Marketing Efforts and Purchase Agreement 

11. Prior to and after the Petition Date, the Debtor has marketed the Property for sale. 
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I was personally involved in the marketing of the Property.  Although expressions of interest 

were obtained, there were always contingencies.  In my opinion, this is the type of property that a 

buyer will want to develop.  As a result, expressions of interest involve the requirement to 

deliver the Property vacant.  Because the Property is currently occupied, and based on current 

rent control laws, I do not believe that the Debtor has the ability to deliver the Property vacant 

absent substantial expenditures of funds, which the Debtor lacks. 

12. Mr. Fain and I have also interviewed numerous real estate brokers. The costs 

related to such brokers would be up to 6% of the selling price. 

13. As discussed above, after the Petition Date, the Debtor obtained an offer for the 

purchase of the Property for $1.3 million through from an entity not related to the Debtor. The 

foregoing offer was contingent on inspections and other items, including, a requirement to 

deliver the Property vacant, which is highly unlikely for the reasons discussed above. 

Additionally, the foregoing offer was made by an entity that was represented by a real estate 

broker. Thus, if the Debtor had accepted the offer (it did not), the Debtor would have had to pay 

3%-6% of the sale proceeds to the buyer’s broker, which equates to $39,000 - $78,000.  

14. To address the issue in this case and bring closure, I caused an entity known as 

Lex 2018, Inc. (the “Buyer”) to make an offer to purchase the Property for $1,300,000 (the 

“Purchase Price”) on the terms and conditions set forth in that certain California Residential 

Purchase Agreement (the “Agreement”), a true and correct copy of which is attached hereto as 

Exhibit “1” and is incorporated herein by reference. As reflected in the Agreement, neither the 

Buyer nor the Debtor are represented by real estate brokers in connection with the sale of the 

Property, thus, the Debtor will not have to pay any brokers commissions in connection with the 

sale to Buyer thereby saving up to $78,000 (6% of $1,300,000).  Further, as set forth in the 

Agreement, the Buyer will be paying all of the closing costs for the sale of the Property. The 

owners of the Buyer are the same owners of Napa – Mr. Brook Fain and myself.  Most 

importantly, the offer is not subject to any contingencies and ready to close. 

15. I believe that $1,300,000 is a reasonable purchase price and represents the market 

value of the Property, based upon, among other things, an appraisal report of the Property dated 
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March 20, 2016, which values the Property at $1,350,000 and the fact that the Debtor received 

another offer from a non-insider for the same price. A true and correct copy of the foregoing 

appraisal report is attached as Exhibit “5” hereto.   

16. In addition to the foregoing, and as part of the sale, Napa has agreed to waive its 

general unsecured claim in the amount of $72,000.  For purposes of the overbid, the waiver of 

the claim will not be considered and will not affect the overbid price. 

17. I believe that the facts pertaining to the proposed sale of the Property clearly 

substantiate the Debtor’s conclusion, based on the Debtor’s business judgment, that such 

contemplated sale serves the best interests of the Debtor’s estate and creditors, and merits the 

approval of the Court.  As stated above, the Property is the sole asset of the Debtor’s bankruptcy 

estate. The Debtor has two options for the Property – continue to develop the Property as initially 

planned in the JV Agreement, which involves entitling the Property and building condos or 

apartments on the Property or sell the Property. The former option will take substantial time and 

money – including money to obtain all necessary entitlements and permits and then to build the 

condos. Only after the new condos are built would the Debtor be able to realize a profit by 

selling the condos and/or Property as a whole and payoff its secured creditors and make a 

distribution to its unsecured creditors.  The Debtor lacks sufficient funds to continue with this 

strategy.  More importantly, it is clear that the equity holders are not in agreement as to the 

strategy herein and are in litigation with respect to the Property.  Such a dispute is not conducive 

to seeking additional financing or investment and proceeding with the long-term strategy initially 

contemplated by the parties. 

18. The latter option – selling the Property now – allows the Debtor to stop the 

incurrence of additional fees and payoff its secured creditors right away. Further, it will allow the 

Debtor to make a substantial distribution (and potentially pay in full) to unsecured creditors 

without delay. Given the two options faced by the Debtor, the Debtor believes that proceeding 

with the sale of the Property is a sound business decision.  

19. Further, the purchase price is market value and will net the estate substantial 

funds for the benefit of creditors after the payment of the secured creditors in full. 
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20. Based on the foregoing, the Debtor believes that the proposed sale of the Property 

is in the best interests of creditors and the estate. 

21. While the proposed Buyer may be viewed as an insider, I believe that there are no 

secret deals or agreements of any kind.  This is intended to be a simple and clean sale 

transaction,  In the event that anyone wants to overbid, they are free to do so without any 

restrictions of any kind.  My goal is to obtain the maximum price for the Property for the benefit 

of the estate, all creditors and equity holders. 

C. Liens and Interests 

22. A preliminary title report on the Property (the “Title Report”), a true and correct 

copy of which is attached hereto as Exhibit “6” and incorporated herein by reference, has been 

obtained from Ticor Title. The Title Report indicates that the following liens have been recorded 

against the Property: 

 
Item 

No. on 
Title 

Report 

 
 

Lienholder 

 
 

Nature and Amount of Lien 

1 and 2 County Assessor’s Office Real property taxes.  The Debtor 
is informed that real property 
taxes totaling approximately 
$25,667.84 are owed and the 
amount owed will be paid from 
escrow. 

3 Arch Deed of Trust recorded in favor 
of Arch Loans SPE, LLC on 
4/1/16 (borrower of record is 
Napa, but secured by the 
Property), which was assigned to 
Arch CBT SPE LLC via an 
assignment recorded on 6/22/16. 
The Debtor is informed that an 
obligation of approximately 
$975,000 is secured by this deed 
and the amount owed will be paid 
from escrow unless Arch 
consents to assign the obligation 
to the Buyer. 
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4 Peter Beskodarny Notice of Pendency of Action 
recorded by Peter Beskodarny in 
connection with the State court 
Action on 4/11/17. As set forth 
below, the Debtor seeks to sell 
the Property free and clear of this 
notice of pendency pursuant to 
Section 363(f) of the Bankruptcy 
Code. 

23. Moreover, based on a recent payoff demand from Arch, which I requested and 

obtained, the total obligation due and owing to Arch is currently as follows: 

 
1200 Gordon St 16-90038A As of 2/28/18
Loan Principal $945,000.00 

Interest $66,150.00 
From 8/1/17 to 
2/28/18

Late Fee $7,560.00 
Default Interest $102,375.00 4/6/17 to 2/28/18
Trustee Fees $7,100.00 
Legal Fees $20,631.69 
LA Foreclosure 
Fees $310.00 
Total $1,149,126.69

D. Distribution To The Estate 

24. I estimate that the proposed sale will generate $125,205.47 in net proceeds as 

follows:  

  Proposed Sales Price                        $1,300,000.00 

Real Property Taxes                 <$25,667.84> 

Arch Lien                                  <$1,149,126.69> 

Net Proceeds                $   125,205.47 
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I declare under penalty of perjury that the foregoing is true and correct to the best of my 

knowledge, information and belief. 

Executed this 20th day of February 2018 at Los Angeles, California. 

     PAUL MORADY PAUL MORADY

30
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DISCLOSURE REGARDING
REAL ESTATE AGENCY RELATIONSHIP

(Selling Firm to Buyer)
(As required by the Civil Code)

(C.A.R. Form AD, Revised 12/14)
(If checked) This form is being provided in connection with a transaction for a leasehold interest exceeding one year as per Civil

Code section 2079.13(k) and (m).
When you enter into a discussion with a real estate agent regarding a real estate transaction, you should from the outset understand
what type of agency relationship or representation you wish to have with the agent in the transaction.
SELLER'S AGENT
A Seller's agent under a listing agreement with the Seller acts as the agent for the Seller only. A Seller's agent or a subagent of that agent has
the following affirmative obligations:
To the Seller: A Fiduciary duty of utmost care, integrity, honesty and loyalty in dealings with the Seller.
To the Buyer and the Seller:

(a)Diligent exercise of reasonable skill and care in performance of the agent's duties.
(b)A duty of honest and fair dealing and good faith.
(c)A duty to disclose all facts known to the agent materially affecting the value or desirability of the property that are not known to, or

within the diligent attention and observation of, the parties. An agent is not obligated to reveal to either party any confidential information
obtained from the other party that does not involve the affirmative duties set forth above.
BUYER'S AGENT
A selling agent can, with a Buyer's consent, agree to act as agent for the Buyer only. In these situations, the agent is not the Seller's agent,
even if by agreement the agent may receive compensation for services rendered, either in full or in part from the Seller. An agent acting only for
a Buyer has the following affirmative obligations:
To the Buyer: A fiduciary duty of utmost care, integrity, honesty and loyalty in dealings with the Buyer.
To the Buyer and the Seller:

(a)Diligent exercise of reasonable skill and care in performance of the agent's duties.
(b)A duty of honest and fair dealing and good faith.
(c)A duty to disclose all facts known to the agent materially affecting the value or desirability of the property that are not known to, or

within the diligent attention and observation of, the parties.
An agent is not obligated to reveal to either party any confidential information obtained from the other party that does not involve the affirmative
duties set forth above.
AGENT REPRESENTING BOTH SELLER AND BUYER
A real estate agent, either acting directly or through one or more associate licensees, can legally be the agent of both the Seller and the Buyer
in a transaction, but only with the knowledge and consent of both the Seller and the Buyer.
In a dual agency situation, the agent has the following affirmative obligations to both the Seller and the Buyer:

(a)A fiduciary duty of utmost care, integrity, honesty and loyalty in the dealings with either the Seller or the Buyer.
(b)Other duties to the Seller and the Buyer as stated above in their respective sections.

In representing both Seller and Buyer, the agent may not, without the express permission of the respective party, disclose to the other party
that the Seller will accept a price less than the listing price or that the Buyer will pay a price greater than the price offered.
The above duties of the agent in a real estate transaction do not relieve a Seller or Buyer from the responsibility to protect his or her own
interests. You should carefully read all agreements to assure that they adequately express your understanding of the transaction. A real estate
agent is a person qualified to advise about real estate. If legal or tax advice is desired, consult a competent professional.
Throughout your real property transaction you may receive more than one disclosure form, depending upon the number of agents assisting in
the transaction. The law requires each agent with whom you have more than a casual relationship to present you with this disclosure form. You
should read its contents each time it is presented to you, considering the relationship between you and the real estate agent in your specific
transaction. This disclosure form includes the provisions of Sections 2079.13 to 2079.24, inclusive, of the Civil Code set forth on page
2. Read it carefully. I/WE ACKNOWLEDGE RECEIPT OF A COPY OF THIS DISCLOSURE AND THE PORTIONS OF THE CIVIL CODE
PRINTED ON THE BACK (OR A SEPARATE PAGE).

  Buyer   Seller   Landlord   Tenant  Date
   

  Buyer   Seller   Landlord   Tenant  Date
   

Agent  BRE Lic. #
Real Estate Broker (Firm)

By  BRE Lic. #  Date
 (Salesperson or Broker-Associate)    

Agency Disclosure Compliance (Civil Code §2079.14):
● When the listing brokerage company also represents Buyer/Tenant: The Listing Agent shall have one AD form signed by Seller/Landlord and a
   different AD form signed by Buyer/Tenant.
● When Seller/Landlord and Buyer/Tenant are represented by different brokerage companies: (i) the Listing Agent shall have one AD form signed by
   Seller/Landlord and (ii) the Buyer's/Tenant's Agent shall have one AD form signed by Buyer/Tenant and either that same or a different AD form
   presented to Seller/Landlord for signature prior to presentation of the offer. If the same form is used, Seller may sign here:

Seller/Landlord       Date Seller/Landlord       Date

The copyright laws of the United States (Title 17 U.S. Code) forbid the
unauthorized reproduction of this form, or any portion thereof, by photocopy
machine or any other means, including facsimile or computerized formats.
Copyright © 1991-2010, CALIFORNIA ASSOCIATION OF REALTORS®, INC. Reviewed by  Date
ALL RIGHTS RESERVED.
AD REVISED 12/14 (PAGE 1 OF 2)

DISCLOSURE REGARDING REAL ESTATE AGENCY RELATIONSHIP (AD PAGE 1 OF 2)
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CIVIL CODE SECTIONS 2079.24 (2079.16 APPEARS ON THE FRONT)
2079.13 As used in Sections 2079.14 to 2079.24, inclusive, the following terms have the following meanings: (a) “Agent” means a person acting under provisions of
Title 9 (commencing with Section 2295) in a real property transaction, and includes a person who is licensed as a real estate broker under Chapter 3 (commencing
with Section 10130) of Part 1 of Division 4 of the Business and Professions Code, and under whose license a listing is executed or an offer to purchase is obtained. (b)
“Associate licensee” means a person who is licensed as a real estate broker or salesperson under Chapter 3 (commencing with Section 10130) of Part 1 of Division 4
of the Business and Professions Code and who is either licensed under a broker or has entered into a written contract with a broker to act as the broker's agent in
connection with acts requiring a real estate license and to function under the broker's supervision in the capacity of an associate licensee. The agent in the real
property transaction bears responsibility for his or her associate licensees who perform as agents of the agent. When an associate licensee owes a duty to any
principal, or to any buyer or seller who is not a principal, in a real property transaction, that duty is equivalent to the duty owed to that party by the broker for whom the
associate licensee functions. (c) “Buyer” means a transferee in a real property transaction, and includes a person who executes an offer to purchase real property from
a seller through an agent, or who seeks the services of an agent in more than a casual, transitory, or preliminary manner, with the object of entering into a real
property transaction. “Buyer” includes vendee or lessee. (d) “Commercial real property” means all real property in the state, except single-family residential real
property, dwelling units made subject to Chapter 2 (commencing with Section 1940) of Title 5, mobilehomes, as defined in Section 798.3, or recreational vehicles, as
defined in Section 799.29. (e) “Dual agent” means an agent acting, either directly or through an associate licensee, as agent for both the seller and the buyer in a real
property transaction. (f) “Listing agreement” means a contract between an owner of real property and an agent, by which the agent has been authorized to sell the real
property or to find or obtain a buyer. (g) “Listing agent” means a person who has obtained a listing of real property to act as an agent for compensation. (h) “Listing
price” is the amount expressed in dollars specified in the listing for which the seller is willing to sell the real property through the listing agent. (i) “Offering price” is the
amount expressed in dollars specified in an offer to purchase for which the buyer is willing to buy the real property. (j) “Offer to purchase” means a written contract
executed by a buyer acting through a selling agent that becomes the contract for the sale of the real property upon acceptance by the seller. (k) “Real property” means
any estate specified by subdivision (1) or (2) of Section 761 in property that constitutes or is improved with one to four dwelling units, any commercial real property,
any leasehold in these types of property exceeding one year's duration, and mobilehomes, when offered for sale or sold through an agent pursuant to the authority
contained in Section 10131.6 of the Business and Professions Code. (l) “Real property transaction” means a transaction for the sale of real property in which an agent
is employed by one or more of the principals to act in that transaction, and includes a listing or an offer to purchase. (m) “Sell,” “sale,” or “sold” refers to a transaction
for the transfer of real property from the seller to the buyer, and includes exchanges of real property between the seller and buyer, transactions for the creation of a
real property sales contract within the meaning of Section 2985, and transactions for the creation of a leasehold exceeding one year's duration. (n) “Seller” means the
transferor in a real property transaction, and includes an owner who lists real property with an agent, whether or not a transfer results, or who receives an offer to
purchase real property of which he or she is the owner from an agent on behalf of another. “Seller” includes both a vendor and a lessor. (o) “Selling agent” means a
listing agent who acts alone, or an agent who acts in cooperation with a listing agent, and who sells or finds and obtains a buyer for the real property, or an agent who
locates property for a buyer or who finds a buyer for a property for which no listing exists and presents an offer to purchase to the seller. (p) “Subagent” means a
person to whom an agent delegates agency powers as provided in Article 5 (commencing with Section 2349) of Chapter 1 of Title 9. However, “subagent” does not
include an associate licensee who is acting under the supervision of an agent in a real property transaction.
2079.14 Listing agents and selling agents shall provide the seller and buyer in a real property transaction with a copy of the disclosure form specified in Section
2079.16, and, except as provided in subdivision (c), shall obtain a signed acknowledgement of receipt from that seller or buyer, except as provided in this section or
Section 2079.15, as follows: (a) The listing agent, if any, shall provide the disclosure form to the seller prior to entering into the listing agreement. (b) The selling agent
shall provide the disclosure form to the seller as soon as practicable prior to presenting the seller with an offer to purchase, unless the selling agent previously
provided the seller with a copy of the disclosure form pursuant to subdivision (a). (c) Where the selling agent does not deal on a face-to-face basis with the seller, the
disclosure form prepared by the selling agent may be furnished to the seller (and acknowledgement of receipt obtained for the selling agent from the seller) by the
listing agent, or the selling agent may deliver the disclosure form by certified mail addressed to the seller at his or her last known address, in which case no signed
acknowledgement of receipt is required. (d) The selling agent shall provide the disclosure form to the buyer as soon as practicable prior to execution of the buyer's
offer to purchase, except that if the offer to purchase is not prepared by the selling agent, the selling agent shall present the disclosure form to the buyer not later than
the next business day after the selling agent receives the offer to purchase from the buyer.
2079.15 In any circumstance in which the seller or buyer refuses to sign an acknowledgement of receipt pursuant to Section 2079.14, the agent, or an associate
licensee acting for an agent, shall set forth, sign, and date a written declaration of the facts of the refusal.
2079.16 Reproduced on Page 1 of this AD form.
2079.17 (a) As soon as practicable, the selling agent shall disclose to the buyer and seller whether the selling agent is acting in the real property transaction exclusively as
the buyer's agent, exclusively as the seller's agent, or as a dual agent representing both the buyer and the seller. This relationship shall be confirmed in the contract to
purchase and sell real property or in a separate writing executed or acknowledged by the seller, the buyer, and the selling agent prior to or coincident with execution of that
contract by the buyer and the seller, respectively. (b) As soon as practicable, the listing agent shall disclose to the seller whether the listing agent is acting in the real property
transaction exclusively as the seller's agent, or as a dual agent representing both the buyer and seller. This relationship shall be confirmed in the contract to purchase and
sell real property or in a separate writing executed or acknowledged by the seller and the listing agent prior to or coincident with the execution of that contract by the seller.
(c) The confirmation required by subdivisions (a) and (b) shall be in the following form.

(DO NOT COMPLETE. SAMPLE ONLY)    is the agent of (check one): the seller exclusively; or both the buyer and seller.
(Name of Listing Agent)

(DO NOT COMPLETE. SAMPLE ONLY)    is the agent of (check one): the buyer exclusively; or the seller exclusively; or
(Name of Selling Agent if not the same as the Listing Agent) both the buyer and seller.
(d) The disclosures and confirmation required by this section shall be in addition to the disclosure required by Section 2079.14.
2079.18 No selling agent in a real property transaction may act as an agent for the buyer only, when the selling agent is also acting as the listing agent in the transaction.
2079.19 The payment of compensation or the obligation to pay compensation to an agent by the seller or buyer is not necessarily determinative of a particular
agency relationship between an agent and the seller or buyer. A listing agent and a selling agent may agree to share any compensation or commission paid, or
any right to any compensation or commission for which an obligation arises as the result of a real estate transaction, and the terms of any such agreement shall
not necessarily be determinative of a particular relationship.
2079.20 Nothing in this article prevents an agent from selecting, as a condition of the agent's employment, a specific form of agency relationship not specifically
prohibited by this article if the requirements of Section 2079.14 and Section 2079.17 are complied with.
2079.21 A dual agent shall not disclose to the buyer that the seller is willing to sell the property at a price less than the listing price, without the express written consent
of the seller. A dual agent shall not disclose to the seller that the buyer is willing to pay a price greater than the offering price, without the express written consent of the
buyer. This section does not alter in any way the duty or responsibility of a dual agent to any principal with respect to confidential information other than price.
2079.22 Nothing in this article precludes a listing agent from also being a selling agent, and the combination of these functions in one agent does not, of itself,
make that agent a dual agent.
2079.23 A contract between the principal and agent may be modified or altered to change the agency relationship at any time before the performance of the act
which is the object of the agency with the written consent of the parties to the agency relationship.
2079.24 Nothing in this article shall be construed to either diminish the duty of disclosure owed buyers and sellers by agents and their associate licensees,
subagents, and employees or to relieve agents and their associate licensees, subagents, and employees from liability for their conduct in connection with acts
governed by this article or for any breach of a fiduciary duty or a duty of disclosure.
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POSSIBLE REPRESENTATION OF MORE THAN ONE BUYER
OR SELLER - DISCLOSURE AND CONSENT

(C.A.R. Form PRBS, 11/14)

A real estate broker (Broker), whether a corporation, partnership or sole proprietorship, may represent more than one buyer
or seller. This multiple representation can occur through an individual licensed as a broker or salesperson or through different
individual broker's or salespersons (associate licensees) acting under the Broker's license. The associate licensees may be
working out of the same or different office locations.
Multiple Buyers: Broker (individually or through its associate licensees) may be working with many prospective buyers at
the same time. These prospective buyers may have an interest in, and make offers on, the same properties. Some of these
properties may be listed with Broker and some may not. Broker will not limit or restrict any particular buyer from making an
offer on any particular property whether or not Broker represents other buyers interested in the same property.
Multiple Sellers: Broker (individually or through its associate licensees) may have listings on many properties at the same
time. As a result, Broker will attempt to find buyers for each of those listed properties. Some listed properties may appeal to
the same prospective buyers.  Some properties may attract more prospective buyers than others. Some of these prospective
buyers may be represented by Broker and some may not. Broker will market all listed properties to all prospective buyers
whether or not Broker has another or other listed properties that may appeal to the same prospective buyers.
Dual Agency: If Seller is represented by Broker, Seller acknowledges that broker may represent prospective buyers
of Seller's property and consents to Broker acting as a dual agent for both seller and buyer in that transaction. If Buyer
is represented by Broker, buyer acknowledges that Broker may represent sellers of property that Buyer is interested in
acquiring and consents to Broker acting as a dual agent for both buyer and seller with regard to that property.
In the event of dual agency, seller and buyer agree that: (a) Broker, without the prior written consent of the Buyer, will not
disclose to seller that the Buyer is willing to pay a price greater than the offered price; (b) Broker, without the prior written
consent of the seller, will not disclose to the buyer that seller is willing to sell property at a price less than the listing price;
and (c) other than as set forth in (a) and (b) above, a dual agent is obligated to disclose known facts materially affecting the
value or desirability of the property to both parties.
Offers not necessarily confidential: Buyer is advised that seller or listing agent may disclose the existence, terms, or
conditions of buyer's offer unless all parties and their agent have signed a written confidentiality agreement. Whether any such
information is actually disclosed depends on many factors, such as current market conditions, the prevailing practice in the real
estate community, the listing agent's marketing strategy and the instructions of the seller.
Buyer and seller understand that Broker may represent more than one buyer or more than one seller and even both buyer
and seller on the same transaction and consents to such relationships.
Seller and/or Buyer acknowledges reading and understanding this Possible Representation of More Than One
Buyer or Seller - Disclosure and Consent and agrees to the agency possibilities disclosed.
Seller  Date
Seller  Date

Buyer  Date
Buyer  Date

Real Estate Broker (Firm)   CalBRE Lic #  Date
By  CalBRE Lic #  Date

Real Estate Broker (Firm)   CalBRE Lic #  Date
By  CalBRE Lic #  Date

© 2014, California Association of REALTORS®, Inc. United States copyright law (Title 17 U.S. Code) forbids the unauthorized distribution, display and reproduction of this form,
or any portion thereof, by photocopy machine or any other means, including facsimile or computerized formats.
THIS FORM HAS BEEN APPROVED BY THE CALIFORNIA ASSOCIATION OF REALTORS® (C.A.R.). NO REPRESENTATION IS MADE AS TO THE LEGAL VALIDITY
OR ACCURACY OF ANY PROVISION IN ANY SPECIFIC TRANSACTION. A REAL ESTATE BROKER IS THE PERSON QUALIFIED TO ADVISE ON REAL ESTATE
TRANSACTIONS. IF YOU DESIRE LEGAL OR TAX ADVICE, CONSULT AN APPROPRIATE PROFESSIONAL.
This form is made available to real estate professionals through an agreement with or purchase from the California Association of REALTORS®. It is not intended to identify
the user as a REALTOR®. REALTOR® is a registered collective membership mark which may be used only by members of the NATIONAL ASSOCIATION OF REALTORS®
who subscribe to its Code of Ethics.
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REAL ESTATE BUSINESS SERVICES, INC.
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WIRE FRAUD AND ELECTRONIC FUNDS
TRANSFER ADVISORY
(C.A.R. Form WFA, Revised 12/17)

Property Address:  (“Property”).
WIRE FRAUD AND ELECTRONIC FUNDS TRANSFERS ADVISORY:
The ability to communicate and conduct business electronically is a convenience and reality in nearly all parts of our lives.
At the same time, it has provided hackers and scammers new opportunities for their criminal activity. Many businesses
have been victimized and the real estate business is no exception.
While wiring or electronically transferring funds is a welcome convenience, we all need to exercise extreme caution.
Emails attempting to induce fraudulent wire transfers have been received and have appeared to be legitimate. Reports
indicate that some hackers have been able to intercept emailed transfer instructions, obtain account information and, by
altering some of the data, redirect the funds to a different account. It also appears that some hackers were able to provide
false phone numbers for verifying the wiring or funds transfer instructions. In those cases, the victim called the number
provided to confirm the instructions, and then unwittingly authorized a transfer to somewhere or someone other than the
intended recipient.
ACCORDINGLY, YOU ARE ADVISED:

1. Obtain phone numbers and account numbers only from Escrow Officers, Property Managers, or
Landlords at the beginning of the transaction.

2. DO NOT EVER WIRE OR ELECTRONICALLY TRANSFER FUNDS PRIOR TO CALLING TO
CONFIRM THE TRANSFER INSTRUCTIONS. ONLY USE A PHONE NUMBER YOU WERE
PROVIDED PREVIOUSLY. Do not use any different phone number or account number included
in any emailed transfer instructions.

3. Orally confirm the transfer instruction is legitimate and confirm the bank routing number, account
numbers and other codes before taking steps to transfer the funds.

4. Avoid sending personal information in emails or texts.  Provide such information in person or
over the telephone directly to the Escrow Officer, Property Manager, or Landlord.

5. Take steps to secure the system you are using with your email account. These steps include
creating strong passwords, using secure WiFi, and not using free services.

If you believe you have received questionable or suspicious wire or funds transfer instructions, immediately notify your
bank, and the other party, and the Escrow Office, Landlord, or Property Manager. The sources below, as well as others,
can also provide information:
Federal Bureau of Investigation: https://www.fbi.gov/; the FBI's IC3 at www.ic3.gov; or 310-477-6565
National White Collar Crime Center: http://www.nw3c.org/
On Guard Online: https://www.onguardonline.gov/
NOTE: There are existing alternatives to electronic and wired fund transfers such as cashier's checks.
By signing below, the undersigned acknowledge that each has read, understands and has received a
copy of this Wire Fraud and Electronic Funds Transfer Advisory.
Buyer/Tenant Date
Buyer/Tenant Date
Seller/Landlord Date
Seller/Landlord Date

©2016-2017, California Association of REALTORS®, Inc. United States copyright law (Title 17 U.S. Code) forbids the unauthorized distribution, display and reproduction of
this form, or any portion thereof, by photocopy machine or any other means, including facsimile or computerized formats.
THIS FORM HAS BEEN APPROVED BY THE CALIFORNIA ASSOCIATION OF REALTORS®. NO REPRESENTATION IS MADE AS TO THE LEGAL VALIDITY OR
ACCURACY OF ANY PROVISION IN ANY SPECIFIC TRANSACTION. A REAL ESTATE BROKER IS THE PERSON QUALIFIED TO ADVISE ON REAL ESTATE
TRANSACTIONS. IF YOU DESIRE LEGAL OR TAX ADVICE, CONSULT AN APPROPRIATE PROFESSIONAL.
This form is made available to real estate professionals through an agreement with or purchase from the California Association of REALTORS®. It is not intended to identify
the user as a REALTOR®. REALTOR® is a registered collective membership mark which may be used only by members of the NATIONAL ASSOCIATION OF REALTORS®
who subscribe to its Code of Ethics.

Published and Distributed by:
REAL ESTATE BUSINESS SERVICES, INC.
a subsidiary of the California Association of REALTORS®
525 South Virgil Avenue, Los Angeles, California 90020
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CALIFORNIA
RESIDENTIAL PURCHASE AGREEMENT

AND JOINT ESCROW INSTRUCTIONS
(C.A.R. Form RPA-CA, Revised 12/15 )

Date Prepared:
1. OFFER:   

A. THIS IS AN OFFER FROM  (“Buyer”).
B. THE REAL PROPERTY to be acquired is  , situated in

(City), (County), California, (Zip Code), Assessor's Parcel No. (“Property”).
C. THE PURCHASE PRICE offered is

 Dollars $  .
D. CLOSE OF ESCROW shall occur on  (date)(or Days After Acceptance).
E. Buyer and Seller are referred to herein as the “Parties.” Brokers are not Parties to this Agreement.

2. AGENCY:
A. DISCLOSURE: The Parties each acknowledge receipt of a  “Disclosure Regarding Real Estate Agency Relationships”

(C.A.R. Form AD).
B. CONFIRMATION: The following agency relationships are hereby confirmed for this transaction:

Listing Agent  (Print Firm Name) is the agent of (check one):
 the Seller exclusively; or  both the Buyer and Seller.

Selling Agent  (Print Firm Name) (if not the same as the
Listing Agent) is the agent of (check one):  the Buyer exclusively; or  the Seller exclusively; or  both the Buyer and Seller.

C. POTENTIALLY COMPETING BUYERS AND SELLERS: The Parties each acknowledge receipt of a  “Possible
Representation of More than One Buyer or Seller - Disclosure and Consent” (C.A.R. Form PRBS).

3. FINANCE TERMS: Buyer represents that funds will be good when deposited with Escrow Holder.
A. INITIAL DEPOSIT: Deposit shall be in the amount of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $

(1) Buyer Direct Deposit: Buyer shall deliver deposit directly to Escrow Holder by electronic funds
transfer,  cashier's check,  personal check,  other  within 3 business days
after Acceptance (or  );

OR (2)  Buyer Deposit with Agent: Buyer has given the deposit by personal check (or  )
to the agent submitting the offer (or to  ), made payable to

 . The deposit shall be held uncashed until Acceptance and then deposited
with Escrow Holder within 3 business days after Acceptance (or  ).
Deposit checks given to agent shall be an original signed check and not a copy.

(Note: Initial and increased deposits checks received by agent shall be recorded in Broker's trust fund log.)
B. INCREASED DEPOSIT: Buyer shall deposit with Escrow Holder an increased deposit in the amount of . . . . . . . . . $

within Days After Acceptance (or  ).
If the Parties agree to liquidated damages in this Agreement, they also agree to incorporate the increased
deposit into the liquidated damages amount in a separate liquidated damages clause (C.A.R. Form
RID) at the time the increased deposit is delivered to Escrow Holder.

C. ALL CASH OFFER: No loan is needed to purchase the Property. This offer is NOT contingent on Buyer
obtaining a loan. Written verification of sufficient funds to close this transaction IS ATTACHED to this offer or

 Buyer shall, within 3 (or  ) Days After Acceptance, Deliver to Seller such verification.
D. LOAN(S):

(1) FIRST LOAN: in the amount of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $
This loan will be conventional financing or  FHA,  VA,  Seller financing (C.A.R. Form SFA),

 assumed financing (C.A.R. Form AFA),  Other . This loan shall be at a fixed
rate not to exceed  % or,  an adjustable rate loan with initial rate not to exceed  %.
Regardless of the type of loan, Buyer shall pay points not to exceed  % of the loan amount.

(2) SECOND LOAN in the amount of . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $
This loan will be conventional financing or  Seller financing (C.A.R. Form SFA),  assumed
financing (C.A.R. Form AFA),  Other . This loan shall be at a fixed rate not to
exceed  %or,  an adjustable rate loan with initial rate not to exceed  %. Regardless of
the type of loan, Buyer shall pay points not to exceed  % of the loan amount.

(3) FHA/VA: For any FHA or VA loan specified in 3D(1), Buyer has 17 (or  ) Days After Acceptance
to Deliver to Seller written notice (C.A.R. Form FVA) of any lender-required repairs or costs that
Buyer requests Seller to pay for or otherwise correct. Seller has no obligation to pay or satisfy lender
requirements unless agreed in writing. A FHA/VA amendatory clause (C.A.R. Form FVAC) shall be a
part of this Agreement.

E. ADDITIONAL FINANCING TERMS:

F. BALANCE OF DOWN PAYMENT OR PURCHASE PRICE in the amount of . . . . . . . . . . . . . . . . . . . . . . . . . . . $
to be deposited with Escrow Holder pursuant to Escrow Holder instructions.

G. PURCHASE PRICE (TOTAL): . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $

Buyer's Initials (  ) (  ) Seller's Initials (  ) (  )
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Property Address:  Date:
H. VERIFICATION OF DOWN PAYMENT AND CLOSING COSTS: Buyer (or Buyer's lender or loan broker pursuant to paragraph

3J(1)) shall, within 3 (or  ) Days After Acceptance, Deliver to Seller written verification of Buyer's down payment and
closing costs. (  Verification attached.)

I. APPRAISAL CONTINGENCY AND REMOVAL: This Agreement is (or  is NOT) contingent upon a written appraisal of the
Property by a licensed or certified appraiser at no less than the purchase price. Buyer shall, as specified in paragraph 14B(3),
in writing, remove the appraisal contingency or cancel this Agreement within 17 (or  ) Days After Acceptance.

J. LOAN TERMS:
(1) LOAN APPLICATIONS: Within 3 (or  ) Days After Acceptance, Buyer shall Deliver to Seller a letter from Buyer's lender or
loan broker stating that, based on a review of Buyer's written application and credit report, Buyer is prequalified or preapproved
for any NEW loan specified in paragraph 3D. If any loan specified in paragraph 3D is an adjustable rate loan, the prequalification
or preapproval letter shall be based on the qualifying rate, not the initial loan rate. (  Letter attached.)
(2) LOAN CONTINGENCY: Buyer shall act diligently and in good faith to obtain the designated loan(s). Buyer's qualification
for the loan(s) specified above is a contingency of this Agreement unless otherwise agreed in writing. If there is no appraisal
contingency or the appraisal contingency has been waived or removed, then failure of the Property to appraise at the purchase
price does not entitle Buyer to exercise the cancellation right pursuant to the loan contingency if Buyer is otherwise qualified
for the specified loan. Buyer's contractual obligations regarding deposit, balance of down payment and closing costs are not
contingencies of this Agreement.
(3) LOAN CONTINGENCY REMOVAL:
Within 21 (or  ) Days After Acceptance, Buyer shall, as specified in paragraph 14, in writing, remove the loan contingency or
cancel this Agreement. If there is an appraisal contingency, removal of the loan contingency shall not be deemed removal of the
appraisal contingency.
(4) NO LOAN CONTINGENCY: Obtaining any loan specified above is NOT a contingency of this Agreement. If Buyer does not
obtain the loan and as a result does not purchase the Property, Seller may be entitled to Buyer's deposit or other legal remedies.
(5) LENDER LIMITS ON BUYER CREDITS: Any credit to Buyer, from any source, for closing or other costs that is agreed to
by the Parties (“Contractual Credit”) shall be disclosed to Buyer's lender. If the total credit allowed by Buyer's lender (“Lender
Allowable Credit”) is less than the Contractual Credit, then (i) the Contractual Credit shall be reduced to the Lender Allowable
Credit, and (ii) in the absence of a separate written agreement between the Parties, there shall be no automatic adjustment to
the purchase price to make up for the difference between the Contractual Credit and the Lender Allowable Credit.

K. BUYER STATED FINANCING: Seller is relying on Buyer's representation of the type of financing specified (including but not
limited to, as applicable, all cash, amount of down payment, or contingent or non-contingent loan). Seller has agreed to a specific
closing date, purchase price and to sell to Buyer in reliance on Buyer's covenant concerning financing.  Buyer shall pursue the
financing specified in this Agreement.  Seller has no obligation to cooperate with Buyer's efforts to obtain any financing other than
that specified in the Agreement and the availability of any such alternate financing does not excuse Buyer from the obligation to
purchase the Property and close escrow as specified in this Agreement.

4. SALE OF BUYER'S PROPERTY:
A. This Agreement and Buyer's ability to obtain financing are NOT contingent upon the sale of any property owned by Buyer.

OR B.  This Agreement and Buyer's ability to obtain financing are contingent upon the sale of property owned by Buyer as specified
in the attached addendum (C.A.R. Form COP).

5. ADDENDA AND ADVISORIES:
A. ADDENDA:  Addendum # (C.A.R. Form ADM)

 Back Up Offer Addendum (C.A.R. Form BUO)  Court Confirmation Addendum (C.A.R. Form CCA)
 Septic, Well and Property Monument Addendum (C.A.R. Form SWPI)
 Short Sale Addendum (C.A.R. Form SSA)  Other

B. BUYER AND SELLER ADVISORIES: Buyer's Inspection Advisory (C.A.R. Form BIA)
 Probate Advisory (C.A.R. Form PA)  Statewide Buyer and Seller Advisory (C.A.R. Form SBSA)
 Trust Advisory (C.A.R. Form TA)  REO Advisory (C.A.R. Form REO)
 Short Sale Information and Advisory (C.A.R. Form SSIA)  Other

6. OTHER TERMS:

7. ALLOCATION OF COSTS
A. INSPECTIONS, REPORTS AND CERTIFICATES: Unless otherwise agreed in writing, this paragraph only determines who
is to pay for the inspection, test, certificate or service (“Report”) mentioned; it does not determine who is to pay for any work
recommended or identified in the Report.

(1)  Buyer  Seller shall pay for a natural hazard zone disclosure report, including tax  environmental  Other:
 prepared by  .

(2)  Buyer  Seller shall pay for the following Report
prepared by  .

(3)  Buyer  Seller shall pay for the following Report
prepared by  .

Buyer's Initials (  ) (  ) Seller's Initials (  ) (  )
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Property Address:  Date:
B. GOVERNMENT REQUIREMENTS AND RETROFIT:

(1)  Buyer  Seller shall pay for smoke alarm and carbon monoxide device installation and water heater bracing, if required by
Law. Prior to Close Of Escrow (“COE”), Seller shall provide Buyer written statement(s) of compliance in accordance with state
and local Law, unless Seller is exempt.

(2) (i)  Buyer  Seller shall pay the cost of compliance with any other minimum mandatory government inspections and reports
if required as a condition of closing escrow under any Law.
(ii)  Buyer  Seller shall pay the cost of compliance with any other minimum mandatory government retrofit standards
required as a condition of closing escrow under any Law, whether the work is required to be completed before or after COE.
(iii) Buyer shall be provided, within the time specified in paragraph 14A, a copy of any required government conducted or
point-of-sale inspection report prepared pursuant to this Agreement or in anticipation of this sale of the Property.

C. ESCROW AND TITLE:
(1) (a)  Buyer  Seller shall pay escrow fee  .

(b) Escrow Holder shall be  .
(c) The Parties shall, within 5 (or  ) Days After receipt, sign and return Escrow Holder's general provisions.

(2) (a)  Buyer  Seller shall pay for owner's title insurance policy specified in paragraph 13E  .
(b) Owner's title policy to be issued by  .
(Buyer shall pay for any title insurance policy insuring Buyer's lender, unless otherwise agreed in writing.)

D. OTHER COSTS:
(1) Buyer  Seller shall pay County transfer tax or fee  .
(2) Buyer  Seller shall pay City transfer tax or fee  .
(3) Buyer  Seller shall pay Homeowners' Association (“HOA”) transfer fee  .
(4) Seller shall pay HOA fees for preparing documents required to be delivered by Civil Code §4525.
(5) Buyer  Seller shall pay HOA fees for preparing all documents other than those required by Civil Code §4525.
(6) Buyer to pay for any HOA certification fee.
(7) Buyer  Seller shall pay for any private transfer fee  .
(8) Buyer  Seller shall pay for  .
(9)  Buyer  Seller shall pay for  .

(10)  Buyer  Seller shall pay for the cost, not to exceed $  , of a standard (or  upgraded)
one-year home warranty plan, issued by  , with the
following optional coverages:  Air Conditioner  Pool/Spa  Other:  .
Buyer is informed that home warranty plans have many optional coverages in addition to those listed above. Buyer is advised
to investigate these coverages to determine those that may be suitable for Buyer.

OR Buyer waives the purchase of a home warranty plan. Nothing in this paragraph precludes Buyer's purchasing
a home warranty plan during the term of this Agreement.

8. ITEMS INCLUDED IN AND EXCLUDED FROM SALE:
A. NOTE TO BUYER AND SELLER: Items listed as included or excluded in the MLS, flyers or marketing materials are not

included in the purchase price or excluded from the sale unless specified in paragraph 8 B or C.
B. ITEMS INCLUDED IN SALE: Except as otherwise specified or disclosed,

(1) All EXISTING fixtures and fittings that are attached to the Property;
(2) EXISTING electrical, mechanical, lighting, plumbing and heating fixtures, ceiling fans, fireplace inserts, gas logs and grates,

solar power systems, built-in appliances, window and door screens, awnings, shutters, window coverings, attached floor
coverings, television antennas, satellite dishes, air coolers/conditioners, pool/spa equipment, garage door openers/remote
controls, mailbox, in-ground landscaping, trees/shrubs, water features and fountains, water softeners, water purifiers, security
systems/alarms and the following if checked:  all stove(s), except  ;  all refrigerator(s)
except  ;  all washer(s) and dryer(s), except  ;

(3) The following additional items:  .
(4) Existing integrated phone and home automation systems, including necessary components such as intranet and Internet-

connected hardware or devices, control units (other than non-dedicated mobile devices, electronics and computers) and
applicable software, permissions,  passwords, codes and access information, are (  are NOT) included in the sale.

(5) LEASED OR LIENED ITEMS AND SYSTEMS: Seller shall, within the time specified in paragraph 14A, (i) disclose to Buyer
if any item or system specified in paragraph 8B or otherwise included in the sale is leased, or not owned by Seller, or
specifically subject to a lien or other encumbrance, and (ii) Deliver to Buyer all written materials (such as lease, warranty,
etc.) concerning any such item. Buyer's ability to assume any such lease, or willingness to accept the Property subject to
any such lien or encumbrance, is a contingency in favor of Buyer and Seller as specified in paragraph 14B and C.

(6) Seller represents that all items included in the purchase price, unless otherwise specified, (i) are owned by Seller and shall
be transferred free and clear of liens and encumbrances, except  the items and systems identified pursuant to 8B(5) and

 , and (ii) are transferred without Seller warranty regardless of value.
C. ITEMS EXCLUDED FROM SALE: Unless otherwise specified, the following items are excluded from sale: (i) audio and video

components (such as flat screen TVs, speakers and other items)  if any such item is not itself attached to the Property, even if a
bracket or other mechanism attached to the component or item is attached to the Property; (ii) furniture and other items secured
to the Property for earthquake purposes; and (iii)

. Brackets attached to walls, floors or ceilings for any such component, furniture
or item shall remain with the Property (or  will be removed and holes or other damage shall be repaired, but not painted).
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Property Address:  Date:
9. CLOSING AND POSSESSION:

A. Buyer intends (or  does not intend) to occupy the Property as Buyer's primary residence.
B. Seller-occupied or vacant property: Possession shall be delivered to Buyer: (i) at 6 PM or (  AM/  PM) on the date of Close

Of Escrow; (ii)  no later than  calendar days after Close Of Escrow; or (iii)  at  AM/  PM on  .
C. Seller remaining in possession After Close Of Escrow:  If Seller has the right to remain in possession after Close Of Escrow, (i) the

Parties are advised to sign a separate occupancy agreement such as  C.A.R. Form SIP, for Seller continued occupancy of less than 30
days,  C.A.R. Form RLAS for Seller continued occupancy of 30 days or more; and (ii) the Parties are advised to consult with their
insurance and legal advisors for information about liability and damage or injury to persons and personal and real property; and (iii)
Buyer is advised to consult with Buyer's lender about the impact of Seller's occupancy on Buyer's loan.

D. Tenant-occupied property: Property shall be vacant at least 5 (or  ) Days Prior to Close Of Escrow, unless otherwise agreed in
writing. Note to Seller: If you are unable to deliver Property vacant in accordance with rent control and other applicable Law,
you may be in breach of this Agreement.

OR Tenant to remain in possession (C.A.R. Form TIP).
E. At Close Of Escrow: Seller assigns to Buyer any assignable warranty rights for items included in the sale; and Seller shall Deliver to Buyer

available Copies of any such warranties. Brokers cannot and will not determine the assignability of any warranties.
F. At Close Of Escrow, unless otherwise agreed in writing, Seller shall provide keys, passwords, codes and/or means to operate all locks,

mailboxes, security systems, alarms, home automation systems and intranet and Internet-connected devices included in the purchase
price, and garage door openers. If the Property is a condominium or located in a common interest subdivision, Buyer may be required
to pay a deposit to the Homeowners' Association (“HOA”) to obtain keys to accessible HOA facilities.

10. STATUTORY AND OTHER DISCLOSURES (INCLUDING LEAD-BASED PAINT HAZARD DISCLOSURES) AND CANCELLATION RIGHTS:
A.  (1) Seller shall, within the time specified in paragraph 14A, Deliver to Buyer: (i) if required by Law, a fully completed: Federal Lead-

Based Paint Disclosures (C.A.R. Form FLD) and pamphlet (“Lead Disclosures”); and (ii) unless exempt, fully completed disclosures or
notices required by sections 1102 et. seq. and 1103 et. seq. of the Civil Code (“Statutory Disclosures”). Statutory Disclosures include,
but are not limited to, a Real Estate Transfer Disclosure Statement (“TDS”), Natural Hazard Disclosure Statement (“NHD”), notice or
actual knowledge of release of illegal controlled substance, notice of special tax and/or assessments (or, if allowed, substantially
equivalent notice regarding the Mello-Roos Community Facilities Act of 1982 and Improvement Bond Act of 1915) and, if Seller has
actual knowledge, of industrial use and military ordnance location (C.A.R. Form SPQ or ESD).

(2) Any Statutory Disclosure required by this paragraph is considered fully completed if Seller has answered all questions and completed
and signed the Seller section(s) and the Listing Agent, if any, has completed and signed the Listing Broker section(s), or, if applicable,
an Agent Visual Inspection Disclosure (C.A.R. Form AVID).  Nothing stated herein relieves a Buyer's Broker, if any, from the obligation
to (i) conduct a reasonably competent and diligent visual inspection of the accessible areas of the Property and disclose, on Section IV
of the TDS, or an AVID, material facts affecting the value or desirability of the Property that were or should have been revealed by such
an inspection or (ii) complete any sections on all disclosures required to be completed by Buyer's Broker.

(3) Note to Buyer and Seller: Waiver of Statutory and Lead Disclosures is prohibited by Law.
(4) Within the time specified in paragraph 14A, (i) Seller, unless exempt from the obligation to provide a TDS, shall, complete and

provide Buyer with a Seller Property Questionnaire  (C.A.R. Form SPQ); (ii) if Seller is not required to provide a TDS, Seller shall
complete and provide Buyer with an Exempt Seller Disclosure (C.A.R. Form ESD).

(5) Buyer shall, within the time specified in paragraph 14B(1), return Signed Copies of the Statutory, Lead and other disclosures to Seller.
(6) In the event Seller or Listing Broker, prior to Close Of Escrow, becomes aware of adverse conditions materially affecting the

Property, or any material inaccuracy in disclosures, information or representations previously provided to Buyer, Seller shall
promptly provide a subsequent or amended disclosure or notice, in writing, covering those items. However, a subsequent or
amended disclosure shall not be required for conditions and material inaccuracies of which Buyer is otherwise aware, or
which are disclosed in reports provided to or obtained by Buyer or ordered and paid for by Buyer.

(7) If any disclosure or notice specified in paragraph 10A(1), or subsequent or amended disclosure or notice is Delivered to Buyer after
the offer is Signed, Buyer shall have the right to cancel this Agreement within 3 Days After Delivery in person, or 5 Days After
Delivery by deposit in the mail, by giving written notice of cancellation to Seller or Seller's agent.

B. NATURAL AND ENVIRONMENTAL HAZARD DISCLOSURES AND OTHER BOOKLETS: Within the time specified in paragraph 14A,
Seller shall, if required by Law: (i) Deliver to Buyer earthquake guide(s) (and questionnaire), environmental hazards booklet, and home
energy rating pamphlet; (ii) disclose if the Property is located in a Special Flood Hazard Area; Potential Flooding (Inundation) Area;
Very High Fire Hazard Zone; State Fire Responsibility Area; Earthquake Fault Zone; and Seismic Hazard Zone; and (iii) disclose any
other zone as required by Law and provide any other information required for those zones.

C. WITHHOLDING TAXES: Within the time specified in paragraph 14A, to avoid required withholding, Seller shall Deliver to Buyer or qualified
substitute, an affidavit sufficient to comply with federal (FIRPTA) and California withholding Law (C.A.R. Form AS or QS).

D. MEGAN'S LAW DATABASE DISCLOSURE: Notice: Pursuant to Section 290.46 of the Penal Code, information about specified
registered sex offenders is made available to the public via an Internet Web site maintained by the Department of Justice at
www.meganslaw.ca.gov. Depending on an offender's criminal history, this information will include either the address at which the
offender resides or the community of residence and ZIP Code in which he or she resides. (Neither Seller nor Brokers are required to
check this website. If Buyer wants further information, Broker recommends that Buyer obtain information from this website during
Buyer's inspection contingency period. Brokers do not have expertise in this area.)

E. NOTICE REGARDING GAS AND HAZARDOUS LIQUID TRANSMISSION PIPELINES: This notice is being provided simply to inform
you that information about the general location of gas and hazardous liquid transmission pipelines is available to the public via the
National Pipeline Mapping System (NPMS) Internet Web site maintained by the United States Department of Transportation at
http://www.npms.phmsa.dot.gov/. To seek further information about possible transmission pipelines near the Property, you may
contact your local gas utility or other pipeline operators in the area. Contact information for pipeline operators is searchable by ZIP
Code and county on the NPMS Internet Web site.

F. CONDOMINIUM/PLANNED DEVELOPMENT DISCLOSURES:
(1) SELLER HAS: 7 (or  ) Days After Acceptance to disclose to Buyer if the Property is a condominium, or is located in a
planned development or other common interest subdivision (C.A.R. Form SPQ or ESD).
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Property Address:  Date:
(2) If the Property is a condominium or is located in a planned development or other common interest subdivision, Seller has
3 (or  ) Days After Acceptance to request from the HOA (C.A.R. Form HOA1): (i) Copies of any documents required by Law;
(ii) disclosure of any pending or anticipated claim or litigation by or against the HOA; (iii) a statement containing the location and
number of designated parking and storage spaces; (iv) Copies of the most recent 12 months of HOA minutes for regular and special
meetings; and (v) the names and contact information of all HOAs governing the Property (collectively, “CI Disclosures”). (vi) private
transfer fees; (vii) Pet fee restrictions; and (viii) smoking restrictions. Seller shall itemize and Deliver to Buyer all CI Disclosures
received from the HOA and any CI Disclosures in Seller's possession. Buyer's approval of CI Disclosures is a contingency of this
Agreement as specified in paragraph 14B(3). The Party specified in paragraph 7, as directed by escrow, shall deposit funds into escrow
or direct to HOA or management company to pay for any of the above.

11. CONDITION OF PROPERTY: Unless otherwise agreed in writing: (i) the Property is sold (a) “AS-IS” in its PRESENT
physical condition as of the date of Acceptance and (b) subject to Buyer's Investigation rights; (ii) the Property, including pool, spa,
landscaping and grounds, is to be maintained in substantially the same condition as on the date of Acceptance; and (iii) all debris
and personal property not included in the sale shall be removed by Close Of Escrow.
A. Seller shall, within the time specified in paragraph 14A, DISCLOSE KNOWN MATERIAL FACTS AND DEFECTS affecting the

Property, including known insurance claims within the past five years, and make any and all other disclosures required by law.
B. Buyer has the right to conduct Buyer Investigations of the Property and, as specified in paragraph 14B, based upon information

discovered in those investigations: (i) cancel this Agreement; or (ii) request that Seller make Repairs or take other action.
C. Buyer is strongly advised to conduct investigations of the entire Property in order to determine its present condition.

Seller may not be aware of all defects affecting the Property or other factors that Buyer considers important. Property
improvements may not be built according to code, in compliance with current Law, or have had permits issued.

12. BUYER'S INVESTIGATION OF PROPERTY AND MATTERS AFFECTING PROPERTY:
A. Buyer's acceptance of the condition of, and any other matter affecting the Property, is a contingency of this Agreement as specified in

this paragraph and paragraph 14B. Within the time specified in paragraph 14B(1), Buyer shall have the right, at Buyer's expense unless
otherwise agreed, to conduct inspections, investigations, tests, surveys and other studies (“Buyer Investigations”), including, but not
limited to: (i) a general physical inspection; (ii) an inspection specifically for wood destroying pests and organisms. Any inspection for
wood destroying pests and organisms shall be prepared by a registered Structural Pest Control company; shall cover the main building
and attached structures; may cover detached structures; shall NOT include water tests of shower pans on upper level units unless the
owners of property below the shower consent; shall NOT include roof coverings; and, if the Property is a unit in a condominium or other
common interest subdivision, the inspection shall include only the separate interest and any exclusive-use areas being transferred, and
shall NOT include common areas; and shall include a report (“Pest Control Report”) showing the findings of the company which shall be
separated into sections for evident infestation or infections (Section 1) and for conditions likely to lead to infestation or infection (Section
2); (iii) inspect for lead-based paint and other lead-based paint hazards; (iv) satisfy Buyer as to any matter specified in the attached
Buyer's Inspection Advisory (C.A.R. Form BIA); (v) review the registered sex offender database; (vi) confirm the insurability of Buyer
and the Property including the availability and cost of flood and fire insurance; and (vii) review and seek approval of leases that may
need to be assumed by Buyer. Without Seller's prior written consent, Buyer shall neither make nor cause to be made: invasive or
destructive Buyer Investigations, except for minimally invasive testing required to prepare a Pest Control Report; or inspections by any
governmental building or zoning inspector or government employee, unless required by Law.

B. Seller shall make the Property available for all Buyer Investigations. Buyer shall (i) as specified in paragraph 14B, complete
Buyer Investigations and either remove the contingency or cancel this Agreement, and (ii) give Seller, at no cost, complete
Copies of all such Investigation reports obtained by Buyer, which obligation shall survive the termination of this Agreement.

C. Seller shall have water, gas, electricity and all operable pilot lights on for Buyer's Investigations and through the date possession
is made available to Buyer.

D. Buyer indemnity and seller protection for entry upon property: Buyer shall: (i) keep the Property free and clear of liens; (ii) repair
all damage arising from Buyer Investigations; and (iii) indemnify and hold Seller harmless from all resulting liability, claims, demands,
damages and costs. Buyer shall carry, or Buyer shall require anyone acting on Buyer's behalf to carry, policies of liability, workers'
compensation and other applicable insurance, defending and protecting Seller from liability for any injuries to persons or property occurring
during any Buyer Investigations or work done on the Property at Buyer's direction prior to Close Of Escrow. Seller is advised that certain
protections may be afforded Seller by recording a “Notice of Non-Responsibility” (C.A.R. Form NNR) for Buyer Investigations and work
done on the Property at Buyer's direction. Buyer's obligations under this paragraph shall survive the termination of this Agreement.

13. TITLE AND VESTING:
A. Within the time specified in paragraph 14, Buyer shall be provided a current preliminary title report (“Preliminary Report”). The Preliminary

Report is only an offer by the title insurer to issue a policy of title insurance and may not contain every item affecting title. Buyer's review of
the Preliminary Report and any other matters which may affect title are a contingency of this Agreement as specified in paragraph 14B. The
company providing the Preliminary Report shall, prior to issuing a Preliminary Report, conduct a search of the General Index for all Sellers
except banks or other institutional lenders selling properties they acquired through foreclosure (REOs), corporations, and government
entities. Seller shall within 7 Days After Acceptance, give Escrow Holder a completed Statement of Information.

B. Title is taken in its present condition subject to all encumbrances, easements, covenants, conditions, restrictions, rights and other
matters, whether of record or not, as of the date of Acceptance except for: (i) monetary liens of record (which Seller is obligated to pay
off) unless Buyer is assuming those obligations or taking the Property subject to those obligations; and (ii) those matters which Seller
has agreed to remove in writing.

C. Within the time specified in paragraph 14A, Seller has a duty to disclose to Buyer all matters known to Seller affecting title,
whether of record or not.

D. At Close Of Escrow, Buyer shall receive a grant deed conveying title (or, for stock cooperative or long-term lease, an assignment
of stock certificate or of Seller's leasehold interest), including oil, mineral and water rights if currently owned by Seller.  Title shall
vest as designated in Buyer's supplemental escrow instructions. THE MANNER OF TAKING TITLE MAY HAVE SIGNIFICANT
LEGAL AND TAX CONSEQUENCES.  CONSULT AN APPROPRIATE PROFESSIONAL.
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Property Address:  Date:
E. Buyer shall receive a CLTA/ALTA “Homeowner's Policy of Title Insurance”, if applicable to the type of property and buyer. If not, Escrow Holder

shall notify Buyer. A title company can provide information about the availability, coverage, and cost of other title policies and endorsements. If
the Homeowner's Policy is not available, Buyer shall choose another policy, instruct Escrow Holder in writing and shall pay any increase in cost.

14. TIME PERIODS; REMOVAL OF CONTINGENCIES; CANCELLATION RIGHTS: The following time periods may only be extended,
altered, modified or changed by mutual written agreement. Any removal of contingencies or cancellation under this paragraph by
either Buyer or Seller must be exercised in good faith and in writing (C.A.R. Form CR or CC).
A. SELLER HAS: 7 (or ) Days After Acceptance to Deliver to Buyer all Reports, disclosures and information for which Seller is

responsible under paragraphs 5, 6, 7, 8B(5), 10A, B,  C, and F, 11A and 13A. If, by the time specified, Seller has not Delivered any
such item, Buyer after first Delivering to  Seller a Notice to Seller to Perform (C.A.R. Form NSP) may cancel this Agreement.

B. (1) BUYER HAS: 17 (or  ) Days After Acceptance, unless otherwise agreed in writing, to: (i) complete all Buyer Investigations;
review all disclosures, reports, lease documents to be assumed by Buyer pursuant to paragraph 8B(5), and other applicable
information, which Buyer receives from Seller; and approve all matters affecting the Property; and (ii) Deliver to Seller Signed Copies
of Statutory and Lead Disclosures and other disclosures Delivered by Seller in accordance with paragraph 10A.

(2) Within the time specified in paragraph 14B(1), Buyer may request that Seller make repairs or take any other action regarding the
Property (C.A.R. Form RR). Seller has no obligation to agree to or respond to (C.A.R. Form RRRR) Buyer's requests.

(3) By the end of the time specified in paragraph 14B(1) (or as otherwise specified in this Agreement), Buyer shall Deliver to Seller a
removal of the applicable contingency or cancellation (C.A.R. Form CR or CC) of this Agreement. However, if any report, disclosure
or information for which Seller is responsible is not Delivered within the time specified in paragraph 14A, then Buyer has 5 (or  )
Days After Delivery of any such items, or the time specified in paragraph 14B(1), whichever is later, to Deliver to Seller a removal of
the applicable contingency or cancellation of this Agreement.

(4) Continuation of Contingency: Even after the end of the time specified in paragraph 14B(1) and before Seller cancels, if at all,
pursuant to paragraph 14D, Buyer retains the right, in writing, to either (i) remove remaining contingencies, or (ii) cancel this Agreement
based on a remaining contingency. Once Buyer's written removal of all contingencies is Delivered to Seller, Seller may not cancel this
Agreement pursuant to paragraph 14D(1).

(5) Access to Property: Buyer shall have access to the Property to conduct inspections and investigations for 17 (or ) Days After
Acceptance, whether or not any part of the Buyer's Investigation Contingency has been waived or removed.

C.  REMOVAL OF CONTINGENCIES WITH OFFER: Buyer removes the contingencies specified in the attached Contingency
Removal form (C.A.R. Form CR). If Buyer removes any contingency without an adequate understanding of the Property's
condition or Buyer's ability to purchase, Buyer is acting against the advice of Broker.

D. SELLER RIGHT TO CANCEL:
(1) Seller right to Cancel; Buyer Contingencies: If, by the time specified in this Agreement, Buyer does not Deliver to Seller a

removal of the applicable contingency or cancellation of this Agreement, then Seller, after first Delivering to Buyer a Notice to Buyer to
Perform (C.A.R. Form NBP), may cancel this Agreement.  In such event, Seller shall authorize the return of Buyer's deposit, except for
fees incurred by Buyer.

(2) Seller right to Cancel; Buyer Contract Obligations: Seller, after first delivering to Buyer a NBP, may cancel this Agreement if, by
the time specified in this Agreement, Buyer does not take the following action(s): (i) Deposit funds as required by paragraph 3A, or
3B or if the funds deposited pursuant to paragraph 3A or 3B are not good when deposited; (ii) Deliver a notice of FHA or VA costs
or terms as required by paragraph 3D(3) (C.A.R. Form FVA); (iii) Deliver a letter as required by paragraph 3J(1); (iv) Deliver
verification, or a satisfactory verification if Seller reasonably disapproves of the verification already provided, as required by
paragraph 3C or 3H; (v) In writing assume or accept leases or liens specified in 8B5; (vi) Return Statutory and Lead Disclosures as
required by paragraph 10A(5); or (vii) Sign or initial a separate liquidated damages form for an increased deposit as required by
paragraphs 3B and 21B; or (viii) Provide evidence of authority to sign in a representative capacity as specified in paragraph 19. In
such event, Seller shall authorize the return of Buyer's deposit, except for fees incurred by Buyer.

E. NOTICE TO BUYER OR SELLER TO PERFORM: The NBP or NSP shall: (i) be in writing; (ii) be signed by the applicable Buyer or
Seller; and (iii) give the other Party at least 2 (or  ) Days After Delivery (or until the time specified in the applicable paragraph,
whichever occurs last) to take the applicable action. A NBP or NSP may not be Delivered any earlier than 2 Days Prior to the expiration of
the applicable time for the other Party to remove a contingency or cancel this Agreement or meet an obligation  specified in paragraph 14.

F. EFFECT OF BUYER'S REMOVAL OF CONTINGENCIES: If Buyer removes, in writing, any contingency or cancellation rights, unless
otherwise specified in writing, Buyer shall conclusively be deemed to have: (i) completed all Buyer Investigations, and review of reports
and other applicable information and disclosures pertaining to that contingency or cancellation right; (ii) elected to proceed with the
transaction; and (iii) assumed all liability, responsibility and expense for Repairs or corrections pertaining to that contingency or
cancellation right, or for the inability to obtain financing.

G. CLOSE OF ESCROW: Before Buyer or Seller may cancel this Agreement for failure of the other Party to close escrow pursuant to this
Agreement, Buyer or Seller must first Deliver to the other Party a demand to close escrow (C.A.R. Form DCE). The DCE shall: (i) be
signed by the applicable Buyer or Seller; and (ii) give the other Party at least 3 (or  ) Days After Delivery to close escrow. A DCE
may not be Delivered any earlier than 3 Days Prior to the scheduled close of escrow.

H. EFFECT OF CANCELLATION ON DEPOSITS: If Buyer or Seller gives written notice of cancellation pursuant to rights duly exercised
under the terms of this Agreement, the Parties agree to Sign mutual instructions to cancel the sale and escrow and release deposits, if
any, to the party entitled to the funds, less fees and costs incurred by that party. Fees and costs may be payable to service providers
and vendors for services and products provided during escrow. Except as specified below, release of funds will require mutual
Signed release instructions from the Parties, judicial decision or arbitration award. If either Party fails to execute mutual
instructions to cancel escrow, one Party may make a written demand to Escrow Holder for the deposit. (C.A.R. Form BDRD or SDRD).
Escrow Holder, upon receipt, shall promptly deliver notice of the demand to the other Party. If, within 10 Days After Escrow Holder's
notice, the other Party does not object to the demand, Escrow Holder shall disburse the deposit to the Party making the demand. If
Escrow Holder complies with the preceding process, each Party shall be deemed to have released Escrow Holder from any and all
claims or liability related to the disbursal of the deposit. Escrow Holder, at its discretion, may nonetheless require mutual cancellation
instructions. A Party may be subject to a civil penalty of up to $1,000 for refusal to sign cancellation instructions if no good
faith dispute exists as to who is entitled to the deposited funds (Civil Code §1057.3).
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Property Address:  Date:
15. FINAL VERIFICATION OF CONDITION: Buyer shall have the right to make a final verification of the Property within 5 (or ) Days

Prior to Close Of Escrow, NOT AS A CONTINGENCY OF THE SALE, but solely to confirm: (i) the Property is maintained pursuant to paragraph 11;
(ii) Repairs have been completed as agreed; and (iii) Seller has complied with Seller's other obligations under this Agreement (C.A.R. Form VP).

16. REPAIRS: Repairs shall be completed prior to final verification of condition unless otherwise agreed in writing. Repairs to be performed at
Seller's expense may be performed by Seller or through others, provided that the work complies with applicable Law, including
governmental permit, inspection and approval requirements. Repairs shall be performed in a good, skillful manner with materials of quality
and appearance comparable to existing materials. It is understood that exact restoration of appearance or cosmetic items following all
Repairs may not be possible. Seller shall: (i) obtain invoices and paid receipts for Repairs performed by others; (ii) prepare a written
statement indicating the Repairs performed by Seller and the date of such Repairs; and (iii) provide Copies of invoices and paid receipts
and statements to Buyer prior to final verification of condition.

17. PRORATIONS OF PROPERTY TAXES AND OTHER ITEMS: Unless otherwise agreed in writing, the following items shall be PAID CURRENT
and prorated between Buyer and Seller as of Close Of Escrow: real property taxes and assessments, interest, rents, HOA regular, special, and
emergency dues and assessments imposed prior to Close Of Escrow, premiums on insurance assumed by Buyer, payments on bonds and
assessments assumed by Buyer, and payments on Mello-Roos and other Special Assessment District bonds and assessments that are now a
lien. The following items shall be assumed by Buyer WITHOUT CREDIT toward the purchase price: prorated payments on Mello-Roos and
other Special Assessment District bonds and assessments and HOA special assessments that are now a lien but not yet due. Property will be
reassessed upon change of ownership. Any supplemental tax bills shall be paid as follows: (i) for periods after Close Of Escrow, by Buyer; and
(ii) for periods prior to Close Of Escrow, by Seller (see C.A.R. Form SPT or SBSA for further information). TAX BILLS ISSUED AFTER CLOSE
OF ESCROW SHALL BE HANDLED DIRECTLY BETWEEN BUYER AND SELLER. Prorations shall be made based on a 30-day month.

18. BROKERS:
A. COMPENSATION: Seller or Buyer, or both, as applicable, agree to pay compensation to Broker as specified in a separate written

agreement between Broker and that Seller or Buyer.  Compensation is payable upon Close Of Escrow, or if escrow does not close, as
otherwise specified in the agreement between Broker and that Seller or Buyer.

B. SCOPE OF DUTY: Buyer and Seller acknowledge and agree that Broker: (i) Does not decide what price Buyer should pay or Seller
should accept; (ii) Does not guarantee the condition of the Property; (iii) Does not guarantee the performance, adequacy or
completeness of inspections, services, products or repairs provided or made by Seller or others; (iv) Does not have an obligation
to conduct an inspection of common areas or areas off the site of the Property; (v) Shall not  be responsible for identifying defects
on the Property, in common areas, or offsite unless such defects are visually observable by an inspection of reasonably accessible
areas of the Property or are known to Broker; (vi) Shall not be responsible for inspecting public records or permits concerning the
title or use of Property; (vii) Shall not be responsible for identifying the location of boundary lines or other items affecting title; (viii)
Shall not be responsible for verifying square footage, representations of others or information contained in Investigation reports,
Multiple Listing Service, advertisements, flyers or other promotional material; (ix) Shall not be responsible for determining the fair
market value of the Property or any personal property included in the sale; (x) Shall not be responsible for providing legal or tax
advice regarding any aspect of a transaction entered into by Buyer or Seller; and (xi) Shall not be responsible for providing
other advice or information that exceeds the knowledge, education and experience required to perform real estate licensed
activity. Buyer and Seller agree to seek legal, tax, insurance, title and other desired assistance from appropriate professionals.

19. REPRESENTATIVE CAPACITY: If one or more Parties is signing this Agreement in a representative capacity and not for him/herself
as an individual then that Party shall so indicate in paragraph 31 or 32 and attach a Representative Capacity Signature Disclosure
(C.A.R. Form RCSD). Wherever the signature or initials of the representative identified in the RCSD appear on this Agreement
or any related documents, it shall be deemed to be in a representative capacity for the entity described and not in an individual
capacity, unless otherwise indicated. The Party acting in a representative capacity (i) represents that the entity for which that party is acting
already exists and (ii) shall Deliver to the other Party and Escrow Holder, within 3 Days After Acceptance, evidence of authority to act in
that capacity (such as but not limited to: applicable portion of the trust or Certification Of Trust (Probate Code §18100.5), letters
testamentary, court order, power of attorney, corporate resolution, or formation documents of the business entity).

20. JOINT ESCROW INSTRUCTIONS TO ESCROW HOLDER:
A. The following paragraphs, or applicable portions thereof, of this Agreement constitute the joint escrow instructions

of Buyer and Seller to Escrow Holder, which Escrow Holder is to use along with any related counter offers and addenda,
and any additional mutual instructions to close the escrow: paragraphs 1, 3, 4B, 5A, 6, 7, 10C, 13, 14H, 17, 18A, 19, 20, 26,
29, 30, 31, 32 and paragraph D of the section titled Real Estate Brokers on page 10. If a Copy of the separate compensation
agreement(s) provided for in paragraph 18A, or paragraph D of the section titled Real Estate Brokers on page 10 is deposited
with Escrow Holder by Broker, Escrow Holder shall accept such agreement(s) and pay out from Buyer's or Seller's funds, or
both, as applicable, the Broker's compensation provided for in such agreement(s). The terms and conditions of this Agreement
not set forth in the specified paragraphs are additional matters for the information of Escrow Holder, but about which Escrow
Holder need not be concerned.  Buyer and Seller will receive Escrow Holder's general provisions, if any, directly from Escrow
Holder and will execute such provisions within the time specified in paragraph 7C(1)(c). To the extent the general provisions are
inconsistent or conflict with this Agreement, the general provisions will control as to the duties and obligations of Escrow Holder
only. Buyer and Seller will execute additional instructions, documents and forms provided by Escrow Holder that are reasonably
necessary to close the escrow and, as directed by Escrow Holder, within 3 (or  ) Days, shall pay to Escrow Holder or HOA or
HOA management company or others any fee required by paragraphs 7, 10 or elsewhere in this Agreement.

B. A Copy of this Agreement including any counter offer(s) and addenda shall be delivered to Escrow Holder within 3 Days After
Acceptance (or  ). Buyer and Seller authorize Escrow
Holder to accept and rely on Copies and Signatures as defined in this Agreement as originals, to open escrow and for other
purposes of escrow. The validity of this Agreement as between Buyer and Seller is not affected by whether or when Escrow
Holder Signs this Agreement. Escrow Holder shall provide Seller's Statement of Information to Title company when received
from Seller. If Seller delivers an affidavit to Escrow Holder to satisfy Seller's FIRPTA obligation under paragraph 10C, Escrow
Holder shall deliver to Buyer a Qualified Substitute statement that complies with federal Law.
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Property Address:  Date:
C. Brokers are a party to the escrow for the sole purpose of compensation pursuant to paragraph 18A and paragraph D of the

section titled Real Estate Brokers on page 10. Buyer and Seller irrevocably assign to Brokers compensation specified in
paragraph 18A, and irrevocably instruct Escrow Holder to disburse those funds to Brokers at Close Of Escrow or pursuant to any
other mutually executed cancellation agreement. Compensation instructions can be amended or revoked only with the written
consent of Brokers. Buyer and Seller shall release and hold harmless Escrow Holder from any liability resulting from Escrow
Holder's payment to Broker(s) of compensation pursuant to this Agreement.

D. Upon receipt, Escrow Holder shall provide Seller and Seller's Broker verification of Buyer's deposit of funds pursuant to
paragraph 3A and 3B. Once Escrow Holder becomes aware of any of the following, Escrow Holder shall immediately notify all
Brokers: (i) if Buyer's initial or any additional deposit or down payment is not made pursuant to this Agreement, or is not good at
time of deposit with Escrow Holder; or (ii) if Buyer and Seller instruct Escrow Holder to cancel escrow.

E. A Copy of any amendment that affects any paragraph of this Agreement for which Escrow Holder is responsible shall be
delivered to Escrow Holder within 3 Days after mutual execution of the amendment.

21.REMEDIES FOR BUYER'S BREACH OF CONTRACT:
A. Any clause added by the Parties specifying a remedy (such as release or forfeiture of deposit or making a deposit

non-refundable) for failure of Buyer to complete the purchase in violation of this Agreement shall be deemed invalid
unless the clause independently satisfies the statutory liquidated damages requirements set forth in the Civil Code.

B. LIQUIDATED DAMAGES: If Buyer fails to complete this purchase because of Buyer's default, Seller shall retain,
as liquidated damages, the deposit actually paid.  If the Property is a dwelling with no more than four units, one
of which Buyer intends to occupy, then the amount retained shall be no more than 3% of the purchase price.  Any
excess shall be returned to Buyer. Except as provided in paragraph 14H, release of funds will require mutual,
Signed release instructions from both Buyer and Seller, judicial decision or arbitration award. AT THE TIME OF
ANY INCREASED DEPOSIT BUYER AND SELLER SHALL SIGN A SEPARATE LIQUIDATED DAMAGES PROVISION
INCORPORATING THE INCREASED DEPOSIT AS LIQUIDATED DAMAGES (C.A.R. FORM RID).

Buyer's Initials  / Seller's Initials  /
22. DISPUTE RESOLUTION:

A. MEDIATION: The Parties agree to mediate any dispute or claim arising between them out of this Agreement, or any resulting
transaction, before resorting to arbitration or court action through the C.A.R. Real Estate Mediation Center for Consumers
(www.consumermediation.org) or through any other mediation provider or service mutually agreed to by the Parties. The
Parties also agree to mediate any disputes or claims with Broker(s), who, in writing, agree to such mediation prior
to, or within a reasonable time after, the dispute or claim is presented to the Broker. Mediation fees, if any, shall be
divided equally among the Parties involved. If, for any dispute or claim to which this paragraph applies, any Party (i) commences
an action without first attempting to resolve the matter through mediation, or (ii) before commencement of an action, refuses to
mediate after a request has been made, then that Party shall not be entitled to recover attorney fees, even if they would otherwise
be available to that Party in any such action. THIS MEDIATION PROVISION APPLIES WHETHER OR NOT THE ARBITRATION
PROVISION IS INITIALED. Exclusions from this mediation agreement are specified in paragraph 22C.

B. ARBITRATION OF DISPUTES:
The Parties agree that any dispute or claim in Law or equity arising between them out of this Agreement or any
resulting transaction, which is not settled through mediation, shall be decided by neutral, binding arbitration. The
Parties also agree to arbitrate any disputes or claims with Broker(s), who, in writing, agree to such arbitration
prior to, or within a reasonable time after, the dispute or claim is presented to the Broker. The arbitrator shall be
a retired judge or justice, or an attorney with at least 5 years of residential real estate Law experience, unless the
parties mutually agree to a different arbitrator. The Parties shall have the right to discovery in accordance with
Code of Civil Procedure §1283.05. In all other respects, the arbitration shall be conducted in accordance with
Title 9 of Part 3 of the Code of Civil Procedure. Judgment upon the award of the arbitrator(s) may be entered into
any court having jurisdiction. Enforcement of this agreement to arbitrate shall be governed by the Federal
Arbitration Act. Exclusions from this arbitration agreement are specified in paragraph 22C.

“NOTICE: BY INITIALING IN THE SPACE BELOW YOU ARE AGREEING TO HAVE ANY DISPUTE
ARISING OUT OF THE MATTERS INCLUDED IN THE 'ARBITRATION OF DISPUTES' PROVISION DECIDED
BY NEUTRAL ARBITRATION AS PROVIDED BY CALIFORNIA LAW AND YOU ARE GIVING UP ANY
RIGHTS YOU MIGHT POSSESS TO HAVE THE DISPUTE LITIGATED IN A COURT OR JURY TRIAL. BY
INITIALING IN THE SPACE BELOW YOU ARE GIVING UP YOUR JUDICIAL RIGHTS TO DISCOVERY AND
APPEAL, UNLESS THOSE RIGHTS ARE SPECIFICALLY INCLUDED IN THE 'ARBITRATION OF DISPUTES'
PROVISION. IF YOU REFUSE TO SUBMIT TO ARBITRATION AFTER AGREEING TO THIS PROVISION, YOU
MAY BE COMPELLED TO ARBITRATE UNDER THE AUTHORITY OF THE CALIFORNIA CODE OF CIVIL
PROCEDURE. YOUR AGREEMENT TO THIS ARBITRATION PROVISION IS VOLUNTARY.”

“WE HAVE READ AND UNDERSTAND THE FOREGOING AND AGREE TO SUBMIT DISPUTES ARISING OUT OF
THE MATTERS INCLUDED IN THE 'ARBITRATION OF DISPUTES' PROVISION TO NEUTRAL ARBITRATION.”

Buyer's Initials  / Seller's Initials  /
C. ADDITIONAL MEDIATION AND ARBITRATION TERMS:

(1) EXCLUSIONS: The following matters are excluded from mediation and arbitration: (i) a judicial or non-judicial foreclosure
or other action or proceeding to enforce a deed of trust, mortgage or installment land sale contract as defined in Civil
Code §2985; (ii) an unlawful detainer action; and (iii) any matter that is within the jurisdiction of a probate, small claims or
bankruptcy court.

Buyer's Initials (  ) (  ) Seller's Initials (  ) (  )
RPA-CA REVISED 12/15 (PAGE 8 OF 10)
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Property Address:  Date:
(2) PRESERVATION OF ACTIONS: The following shall not constitute a waiver nor violation of the mediation and arbitration

provisions: (i) the filing of a court action to preserve a statute of limitations; (ii) the filing of a court action to enable the
recording of a notice of pending action, for order of attachment, receivership, injunction, or other provisional remedies; or
(iii) the filing of a mechanic's lien.

(3) BROKERS: Brokers shall not be obligated nor compelled to mediate or arbitrate unless they agree to do so in writing. Any
Broker(s) participating in mediation or arbitration shall not be deemed a party to this Agreement.

23. SELECTION OF SERVICE PROVIDERS: Brokers do not guarantee the performance of any vendors, service or product providers (“Providers”),
whether referred by Broker or selected by Buyer, Seller or other person. Buyer and Seller may select ANY Providers of their own choosing.

24. MULTIPLE LISTING SERVICE (“MLS”): Brokers are authorized to report to the MLS a pending sale and, upon Close Of Escrow, the sales
price and other terms of this transaction shall be provided to the MLS to be published and disseminated to persons and entities authorized
to use the information on terms approved by the MLS.

25. ATTORNEY FEES: In any action, proceeding, or arbitration between Buyer and Seller arising out of this Agreement, the prevailing Buyer or
Seller shall be entitled to reasonable attorney fees and costs from the non-prevailing Buyer or Seller, except as provided in paragraph 22A.

26. ASSIGNMENT:  Buyer shall not assign all or any part of Buyer's interest in this Agreement without first having obtained the separate written
consent of Seller to a specified assignee.  Such consent shall not be unreasonably withheld.  Any total or partial assignment shall not
relieve Buyer of Buyer's obligations pursuant to this Agreement unless otherwise agreed in writing by Seller. (C.A.R. Form AOAA).

27. EQUAL HOUSING OPPORTUNITY: The Property is sold in compliance with federal, state and local anti-discrimination Laws.
28. TERMS AND CONDITIONS OF OFFER:

This is an offer to purchase the Property on the above terms and conditions. The liquidated damages paragraph or the arbitration of
disputes paragraph is incorporated in this Agreement if initialed by all Parties or if incorporated by mutual agreement in a counter offer or
addendum. If at least one but not all Parties initial, a counter offer is required until agreement is reached. Seller has the right to continue to
offer the Property for sale and to accept any other offer at any time prior to notification of Acceptance. The Parties have read and
acknowledge receipt of a Copy of the offer and agree to the confirmation of agency relationships. If this offer is accepted and Buyer
subsequently defaults, Buyer may be responsible for payment of Brokers' compensation. This Agreement and any supplement, addendum
or modification, including any Copy, may be Signed in two or more counterparts, all of which shall constitute one and the same writing.

29. TIME OF ESSENCE; ENTIRE CONTRACT; CHANGES: Time is of the essence. All understandings between the Parties are incorporated in this
Agreement. Its terms are intended by the Parties as a final, complete and exclusive expression of their Agreement with respect to its subject matter,
and may not be contradicted by evidence of any prior agreement or contemporaneous oral agreement. If any provision of this Agreement is held to
be ineffective or invalid, the remaining provisions will nevertheless be given full force and effect. Except as otherwise specified, this Agreement shall
be interpreted and disputes shall be resolved in accordance wth the Laws of the State of California. Neither this Agreement nor any provision in
it may be extended, amended, modified, altered or changed, except in writing Signed by Buyer and Seller.

30. DEFINITIONS: As used in this Agreement:
A. “Acceptance” means the time the offer or final counter offer is accepted in writing by a Party and is delivered to and personally

received by the other Party or that Party's authorized agent in accordance with the terms of this offer or a final counter offer.
B. “Agreement” means this document and any counter offers and any incorporated addenda, collectively forming the binding agreement

between the Parties. Addenda are incorporated only when Signed by all Parties.
C. “C.A.R. Form” means the most current version of the specific form referenced or another comparable form agreed to by the parties.
D. “Close Of Escrow”, including “COE”, means the date the grant deed, or other evidence of transfer of title, is recorded.
E. “Copy” means copy by any means including photocopy, NCR, facsimile and electronic.
F. “Days” means calendar days. However, after Acceptance, the last Day for performance of any act required by this Agreement

(including Close Of Escrow) shall not include any Saturday, Sunday, or legal holiday and shall instead be the next Day.
G. “Days After” means the specified number of calendar days after the occurrence of the event specified, not counting the calendar date

on which the specified event occurs, and ending at 11:59 PM on the final day.
H. “Days Prior” means the specified number of calendar days before the occurrence of the event specified, not counting the calendar

date on which the specified event is scheduled to occur.
I. “Deliver”, “Delivered” or “Delivery”, unless otherwise specified in writing, means and shall be effective upon: personal receipt by

Buyer or Seller or the individual Real Estate Licensee for that principal as specified in the section titled Real Estate Brokers on page 10,
regardless of the method used (i.e., messenger, mail, email, fax, other).

J. “Electronic Copy” or “Electronic Signature” means, as applicable, an electronic copy or signature complying with California Law.
Buyer and Seller agree that electronic means will not be used by either Party to modify or alter the content or integrity of this Agreement
without the knowledge and consent of the other Party.

K. “Law” means any law, code, statute, ordinance, regulation, rule or order, which is adopted by a controlling city, county, state or federal
legislative, judicial or executive body or agency.

L. “Repairs” means any repairs (including pest control), alterations, replacements, modifications or retrofitting of the Property provided for
under this Agreement.

M. “Signed” means either a handwritten or electronic signature on an original document, Copy or any counterpart.
31. EXPIRATION OF OFFER: This offer shall be deemed revoked and the deposit, if any, shall be returned to Buyer unless the offer is Signed

by Seller and a Copy of the Signed offer is personally received by Buyer, or by  ,
who is authorized to receive it, by 5:00 PM on the third Day after this offer is signed by Buyer (or by  AM/  PM,
on (date)).

 One or more Buyers is signing this Agreement in a representative capacity and not for him/herself as an individual.  See attached
Representative Capacity Signature Disclosure (C.A.R. Form RCSD-B) for additional terms.

Date   BUYER
(Print name)
Date   BUYER
(Print name)

 Additional Signature Addendum attached (C.A.R. Form ASA).
Seller's Initials (  ) (  )
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Property Address:  Date:
32. ACCEPTANCE OF OFFER: Seller warrants that Seller is the owner of the Property, or has the authority to execute this Agreement.

Seller accepts the above offer, and agrees to sell the Property on the above terms and conditions. Seller has read and
acknowledges receipt of a Copy of this Agreement, and authorizes Broker to Deliver a Signed Copy to Buyer.
(If checked) SELLER'S ACCEPTANCE IS SUBJECT TO ATTACHED COUNTER OFFER (C.A.R. Form SCO or SMCO) DATED:

 .
 One or more Sellers is signing this Agreement in a representative capacity and not for him/herself as an individual. See attached

Representative Capacity Signature Disclosure (C.A.R. Form RCSD-S) for additional terms.
Date   SELLER
(Print name)
Date   SELLER
(Print name)

 Additional Signature Addendum attached (C.A.R. Form ASA).

( _____ / _____ ) (Do not initial if making a counter offer.) CONFIRMATION OF ACCEPTANCE: A Copy of Signed Acceptance was
(Initials) personally received by Buyer or Buyer's authorized agent on (date)  at

 AM/  PM. A binding Agreement is created when a Copy of Signed Acceptance is personally received by
Buyer or Buyer's authorized agent whether or not confirmed in this document. Completion of this confirmation
is not legally required in order to create a binding Agreement; it is solely intended to evidence the date that
Confirmation of Acceptance has occurred.

REAL ESTATE BROKERS:
A. Real Estate Brokers are not parties to the Agreement between Buyer and Seller.
B. Agency relationships are confirmed as stated in paragraph 2.
C. If specified in paragraph 3A(2), Agent who submitted the offer for Buyer acknowledges receipt of deposit.
D. COOPERATING BROKER COMPENSATION: Listing Broker agrees to pay Cooperating Broker (Selling Firm) and Cooperating

Broker agrees to accept, out of Listing Broker's proceeds in escrow, the amount specified in the MLS, provided Cooperating Broker
is a Participant of the MLS in which the Property is offered for sale or a reciprocal MLS. If Listing Broker and Cooperating Broker
are not both Participants of the MLS, or a reciprocal MLS, in which the Property is offered for sale, then compensation must be
specified in a separate written agreement (C.A.R. Form CBC). Declaration of License and Tax (C.A.R. Form DLT) may be used to
document that tax reporting will be required or that an exemption exists.

Real Estate Broker (Selling Firm)  CalBRE Lic. #
By  CalBRE Lic. #  Date
By  CalBRE Lic. #  Date
Address   City  State  Zip
Telephone  Fax  E-mail
Real Estate Broker (Listing Firm)  CalBRE Lic. #
By  CalBRE Lic. #  Date
By  CalBRE Lic. #  Date
Address   City  State  Zip
Telephone  Fax  E-mail

ESCROW HOLDER ACKNOWLEDGMENT:
Escrow Holder acknowledges receipt of a Copy of this Agreement, (if checked,  a deposit in the amount of $  ),
counter offer numbers  Seller's Statement of Information and

, and agrees to act as Escrow Holder subject to paragraph 20 of this Agreement, any
supplemental escrow instructions and the terms of Escrow Holder's general provisions.
Escrow Holder is advised that the date of Confirmation of Acceptance of the Agreement as between Buyer and Seller is
Escrow Holder  Escrow #
By  Date
Address
Phone/Fax/E-mail
Escrow Holder has the following license number #

 Department of Business Oversight,  Department of Insurance,  Bureau of Real Estate.

PRESENTATION OF OFFER: ( ) Listing Broker presented this offer to Seller on  (date).
Broker or Designee Initials

REJECTION OF OFFER: ( ) ( ) No counter offer is being made. This offer was rejected by Seller on  (date).
Seller's Initials

©1991- 2015, California Association of REALTORS®, Inc. United States copyright law (Title 17 U.S. Code) forbids the unauthorized distribution, display and reproduction of this
form, or any portion thereof, by photocopy machine or any other means, including facsimile or computerized formats.
THIS FORM HAS BEEN APPROVED BY THE CALIFORNIA ASSOCIATION OF REALTORS® (C.A.R.). NO REPRESENTATION IS MADE AS TO THE LEGAL VALIDITY
OR ACCURACY OF ANY PROVISION IN ANY SPECIFIC TRANSACTION. A REAL ESTATE BROKER IS THE PERSON QUALIFIED TO ADVISE ON REAL ESTATE
TRANSACTIONS. IF YOU DESIRE LEGAL OR TAX ADVICE, CONSULT AN APPROPRIATE PROFESSIONAL.

Published and Distributed by: Buyer Acknowledges that page 10 is part of this Agreement (  ) (  )
REAL ESTATE BUSINESS SERVICES, INC. Buyer's Initials
a subsidiary of the CALIFORNIA ASSOCIATION OF REALTORS®
525 South Virgil Avenue, Los Angeles, California 90020 Reviewed by
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BUYER'S INSPECTION ADVISORY
(C.A.R. Form BIA, Revised 11/14)

Property Address: ("Property").
1.  IMPORTANCE OF PROPERTY INVESTIGATION: The physical condition of the land and improvements being purchased is not
guaranteed by either Seller or Brokers. You have an affirmative duty to exercise reasonable care to protect yourself, including
discovery of the legal, practical and technical implications of disclosed facts, and the investigation and verification of information and
facts that you know or that are within your diligent attention and observation. A general physical inspection typically does not cover all
aspects of the Property nor items affecting the Property that are not physically located on the Property. If the professionals recommend
further investigations, including a recommendation by a pest control operator to inspect inaccessible areas of the Property, you should
contact qualified experts to conduct such additional investigations.
2.  BROKER OBLIGATIONS: Brokers do not have expertise in all areas and therefore cannot advise you on many items, such as
those listed below. If Broker gives you referrals to professionals, Broker does not guarantee their performance.
3. YOU ARE STRONGLY ADVISED TO INVESTIGATE THE CONDITION AND SUITABILITY OF ALL ASPECTS OF THE PROPERTY,
INCLUDING BUT NOT LIMIITED TO THE FOLLOWING. IF YOU DO NOT DO SO, YOU ARE ACTING AGAINST THE ADVICE OF BROKERS.

A. GENERAL CONDITION OF THE PROPERTY, ITS SYSTEMS AND COMPONENTS: Foundation, roof (condition, age, leaks,
useful life), plumbing, heating, air conditioning, electrical, mechanical, security, pool/spa (cracks, leaks, operation), other
structural and nonstructural systems and components, fixtures, built-in appliances, any personal property included in the sale,
and energy efficiency of the Property.

B. SQUARE FOOTAGE, AGE, BOUNDARIES: Square footage, room dimensions, lot size, age of improvements and boundaries.
Any numerical statements regarding these items are APPROXIMATIONS ONLY and have not been verified by Seller and
cannot be verified by Brokers. Fences, hedges, walls, retaining walls and other barriers or markers do not necessarily identify
true Property boundaries.

C. WOOD DESTROYING PESTS: Presence of, or conditions likely to lead to the presence of wood destroying pests and organisms.
D. SOIL STABILITY: Existence of fill or compacted soil, expansive or contracting soil, susceptibility to slippage, settling or

movement, and the adequacy of drainage.
E. WATER AND UTILITIES; WELL SYSTEMS AND COMPONENTS;WASTE DISPOSAL: Water and utility availability, use

restrictions and costs. Water quality, adequacy, condition, and performance of well systems and components. The type, size,
adequacy, capacity and condition of sewer and septic systems and components, connection to sewer, and applicable fees.

F.  ENVIRONMENTAL HAZARDS: Potential environmental hazards, including, but not limited to, asbestos, lead-based paint and
other lead contamination, radon, methane, other gases, fuel oil or chemical storage tanks, contaminated soil or water,
hazardous waste, waste disposal sites, electromagnetic fields, nuclear sources, and other substances, materials, products, or
conditions (including mold (airborne, toxic or otherwise), fungus or similar contaminants).

G. EARTHQUAKES AND FLOODING: Susceptibility of the Property to earthquake/seismic hazards and propensity of the Property to flood.
H. FIRE, HAZARD AND OTHER INSURANCE: The availability and cost of necessary or desired insurance may vary. The location of

the Property in a seismic, flood or fire hazard zone, and other conditions, such as the age of the Property and the claims history of
the Property and Buyer, may affect the availability and need for certain types of insurance. Buyer should explore insurance options
early as this information may affect other decisions, including the removal of loan and inspection contingencies.

I. BUILDING PERMITS, ZONING AND GOVERNMENTAL REQUIREMENTS: Permits, inspections, certificates, zoning, other
governmental limitations, restrictions, and requirements affecting the current or future use of the Property, its development or size.

J. RENTAL PROPERTY RESTRICTIONS: Some cities and counties impose restrictions that limit the amount of rent that can be charged,
the maximum number of occupants, and the right of a landlord to terminate a tenancy. Deadbolt or other locks and security systems for
doors and windows, including window bars, should be examined to determine whether they satisfy legal requirements.

K. SECURITY AND SAFETY: State and local Law may require the installation of barriers, access alarms, self-latching
mechanisms and/or other measures to decrease the risk to children and other persons of existing swimming pools and hot
tubs, as well as various fire safety and other measures concerning other features of the Property.

L.  NEIGHBORHOOD, AREA, SUBDIVISION CONDITIONS; PERSONAL FACTORS: Neighborhood or area conditions, including
schools, law enforcement, crime statistics, registered felons or offenders, fire protection, other government services, availability,
adequacy and cost of internet connections or other technology services and installations, commercial, industrial or agricultural
activities, existing and proposed transportation, construction and development that may affect noise, view, or traffic, airport
noise, noise or odor from any source, wild and domestic animals, other nuisances, hazards, or circumstances, protected
species, wetland properties, botanical diseases, historic or other governmentally protected sites or improvements, cemeteries,
facilities and condition of common areas of common interest subdivisions, and possible lack of compliance with any governing
documents or Homeowners' Association requirements, conditions and influences of significance to certain cultures and/or
religions, and personal needs, requirements and preferences of Buyer.

By signing below, Buyers acknowledge that they have read, understand, accept and have received a Copy of this Advisory.
Buyers are encouraged to read it carefully.
Buyer Buyer

© 1991-2004, California Association of REALTORS®, Inc. THIS FORM HAS BEEN APPROVED BY THE CALIFORNIA ASSOCIATION OF REALTORS® (C.A.R.). NO
REPRESENTATION IS MADE AS TO THE LEGAL VALIDITY OR ACCURACY OF ANY PROVISION IN ANY SPECIFIC TRANSACTION. A REAL ESTATE BROKER IS
THE PERSON QUALIFIED TO ADVISE ON REAL ESTATE TRANSACTIONS. IF YOU DESIRE LEGAL OR TAX ADVICE, CONSULT AN APPROPRIATE PROFESSIONAL.

Published and Distributed by:
REAL ESTATE BUSINESS SERVICES, INC.
a subsidiary of the California Association of REALTORS®
525 South Virgil Avenue, Los Angeles, California 90020 Reviewed by  Date
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           ASSIGNMENT OF RIGHTS AND TRANSFER OF INTEREST

Agoura Hills, california

(i) this assignment is effective between  HELPING HAND INVESTMENTS , INC. as assignor 

and  NAPA INDUSTRIES, LLC  as assignee as of the OCTOBER 15 date of 2014;

(ii) buyer as assignor hereby assigns any and all rights, title and/or interest in the underlying 

proposed  Joint  Venture Agreement  by and between Helping Hand and  Peter Beskodarney and 

the underlying property to the assignee;

(iii) this assignment relates to a specific real estate purchase contract with any and all 

amendments thereto located at 1200 Gordon Street, Hollywood California;

(iv) assignee hereby accepts all the terms and conditions of the purchase agreement and the 

duties and obligations under the purchase contract;

(v) this transaction is not  handled by any Title Company, and the assignee accepts the 

assignment and is substituted as buyer in connection with the purchase transaction; and

(vi) assignee will execute any and all documents necessary and required to accomplish the 

assignment as requested by the title company and/or seller.

Helping Hand Investments. Inc.

BY:______________                                                  Dated:_________________
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Napa Industries, LLC.

BY:____________________                           Dated:______________________
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Serial# 3D9904E4

APPRAISAL OF REAL PROPERTY

1200 Gordon St

Los Angeles, CA 90038-1910

Tract # 7077 Lot  25

Napa Industries, LLC

5739 Kanan Road, Suite 292

Agoura Hills, CA 91301

3/20/2016

Thomas I. Milwicz

California State Certified General Real Estate Appraiser

11856 Balboa Boulevard, Suite116

Granada Hills, CA 91344

(818) 416-6600

thomasimg@gmail.com
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Serial# 3D9904E4

www.SureDocs.com/validate

Serial #:3D9904E4

Thomas I. Milwicz, SCGREA

11856 Balboa Boulevard, Suite116

Granada Hills, CA 91344

(818) 416-6600

03/23/2016

Paul Morady

Napa Industries, LLC

5739 Kanan Road, Suite 292

Agoura Hills, CA 91301

Re: Property: 1200 Gordon St

Los Angeles, CA 90038-1910

Owner: Gordon Street Condos LLC

File No.: LA553401101316

Opinion of Value: $

Effective Date: 3/20/2016

In accordance with your request, we have appraised the above referenced property.  The report of that appraisal is 

attached.

The purpose of the appraisal is to develop an opinion of market value for the property described in this appraisal 

report, as improved, in unencumbered fee simple title of ownership.

This report is based on a physical analysis of the site and improvements, a locational analysis of the neighborhood and 

city, and an economic analysis of the market for properties such as the subject.  The appraisal was developed and the 

report was prepared in accordance with the Uniform Standards of Professional Appraisal Practice.

The opinion of value reported above is as of the stated effective date and is contingent upon the certification and 

limiting conditions attached.

It has been a pleasure to assist you.  Please do not hesitate to contact me or any of my staff if we can be of additional 

service to you.

Sincerely,

Thomas I. Milwicz

California State Certified General Real Estate Appraiser

License or Certification #: AG008920

State: CA        Expires: 05/07/2018

thomasimg@gmail.com

Serial# 3D9904E4
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LA553401101316Gordon Street Condos LLC

1200 Gordon St

Los Angeles Los Angeles CA 90038-1910

Napa Industries, LLC
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Serial# 3D9904E4

1200 Gordon St

Tract # 7077 Lot  25

Los Angeles

Los Angeles

CA

90038-1910

06037-1909.02

31084

Contract Price

Date of Contract

Gordon Street Condos LLC

Napa Industries, LLC

2,796

Good

96

Average

12

4

4

Thomas I. Milwicz

3/20/2016

1,350,000

Owner

Client

Form SSF - "TOTAL" appraisal software by a la mode, inc. - 1-800-ALAMODE
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Subject Address

Legal Description

City

County

State

Zip Code

Census Tract

Map Reference

P
R
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E 
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A
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$

P
A

R
T
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S
D

E
S

C
R
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T
IO

N
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F 
IM

P
R

O
V

EM
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T
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Size (Square Feet)

Price per Square Foot

Location

Age

Condition

Total Rooms

Bedrooms

Baths

$

A
P

P
R

A
IS

E
R

Appraiser

Effective Date of Appraisal

V
A

LU
E

Opinion of Value $
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Serial# 3D9904E4

T.I.M.

LA553401101316

LA5534011013162-4 UNIT RESIDENTIAL APPRAISAL REPORT
1200 Gordon St Los Angeles CA 90038-1910

Los Angeles Tract # 7077 Lot  25

5534-011-013 2015 8,286 N/A

Gordon Street Condos LLC Gordon Street Condos LLC

Hollywood 31084 06037-1909.02

Private Lender Financing

Napa Industries, LLC

Napa Industries, LLC 5739 Kanan Road, Suite 292, Agoura Hills, CA 91301

Thomas I. Milwicz 11856 Balboa Boulevard, Suite116, Granada Hills, CA 91344

7.6%

92.4% 487

1,665

895

1

115

65

20

30

25

25

SFR and small 

income properties being 

converted to condos.

See attached addenda.

50 X 130 6,500 sf Sq.Ft.

LAR3 Multi-Family Zoning 

Convert to 8 condominium units, with a temporary use as a rental property 

as is.

Four-plex Four-plex

Highest and best use attempts to express a property's most probable and profitable use.  Four criteria are utilized to 

determine a property's highest and best use; 1) What is physically possible to be built on a site? 2) What is legally possible to build on the lot? 3) What 

is financially feasible based on market support?  4) What will produce the maximum productivity of the site?  A four-plex for now, an 8 unit 

condominium complex sometime in the future is the highest and best use of the property. 

DWP

The Gas Co.

DWP

DWP

DWP

Verizon, AT&T

ATT, Time Warner, Others

Residential

60 on Gordon, 60 on Lexington

Asphalt

Concrete

Concrete

Yes

50 Feet on Gordon Street

Flat

Typical to the area  

Rectangular

Appears good

Street

Frontage 130 on Lexington Avenue

X 06037C1605F 09/26/2008

The site is typical for the area in size, configuration, ingress and egress.  The site provides for pedestrian access from both 

Gordon Street and Lexington Avenue.  The subject site is a corner site.  The property has four addresses 1200 and 1202 on Gordon Street 

and 5963 and 5965 Lexington Avenue.  There are two two-unit buildings on the site, the buildings are at the east and west end of the site 

providing for parking of at least six cars on site.   

4

1 2

Two 2-unit Buildings

96

50

Concrete

Stucco

Composition

Metal

Wood Frame

Yes

No

Yes

No

None

None

None Noted

None Noted

Wall Furnaces

Wall

Gas

None

Wood/Vinyl

Plaster/Drywall

Wood

Vinyl Tile

Tile

Wood

2

4

4

0

0

0

0

0

In Rear

Mixed Material

6

6+

Asphalt/Concrete

3 1 1 720

3 1 1 720

3 1 1 678

3 1 1 678
2,796

Form GP2-4 - "TOTAL" appraisal software by a la mode, inc. - 1-800-ALAMODE

File No.:
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T

Property Address: City: State: Zip Code:

County: Legal Description:

Assessor's Parcel #: Tax Year: R.E. Taxes: $ Special Assessments: $

Current Owner of Record: Borrower (if applicable):

Occupant: Owner Tenant Vacant Project Type: PUD Other (describe) HOA: $ per yr. per mo.

Market Area Name: Map Reference: Census Tract:

A
S

S
IG

N
M

E
N

T

The purpose of this appraisal is to develop an opinion of: Market Value (as defined), or other type of value (describe)

This report reflects the following value (if not Current, see comments): Current (the Inspection Date is the Effective Date) Retrospective Prospective

Approaches developed for this appraisal: Sales Comparison Approach Cost Approach Income Approach (See Reconciliation Comments and Scope of Work)

Property Rights Appraised: Fee Simple Leasehold Leased Fee Other (describe)

Intended Use:

Intended User(s) (by name or type):

Client: Address:

Appraiser: Address:

M
A

R
K

E
T

 A
R

E
A

 D
E

S
C

R
IP

T
IO

N

Location: Urban Suburban Rural

Built up: Over 75% 25-75% Under 25%

Growth rate: Rapid Stable Slow

Property values: Increasing Stable Declining

Demand/supply: Shortage In Balance Over Supply

Marketing time: Under 3 Mos. 3-6 Mos. Over 6 Mos.

Predominant
Occupancy

Owner

Tenant

Vacant (0-5%)

Vacant (>5%)

2 - 4 Unit Housing
PRICE
$(000)

Low

High

Pred

AGE
(yrs)

Present Land Use
One-Unit %

2-4 Unit %

Multi-Unit %

Comm'l %

%

Change in Land Use
Not Likely

Likely * In Process *

* To:

Market Area Boundaries, Description, and Market Conditions (including support for the above characteristics and trends):

S
IT

E
 D

E
S

C
R

IP
T

IO
N

Dimensions: Site Area:

Zoning Classification: Description:

Zoning Compliance: Legal Legal nonconforming (grandfathered) Illegal No zoning

Are CC&Rs applicable? Yes No Unknown Have the documents been reviewed? Yes No Ground Rent (if applicable) $ /

Comments:

Highest & Best Use as improved: Present use, or Other use (explain)

Actual Use as of Effective Date: Use as appraised in this report:

Summary of Highest & Best Use:

Utilities Public Other Provider/Description Off-site Improvements Type Public Private

Electricity

Gas

Water

Sanitary Sewer

Storm Sewer

Telephone

Multimedia

Street

Width

Surface

Curb/Gutter

Sidewalk

Street Lights

Alley

Frontage

Topography

Size

Shape

Drainage

View

Other site elements: Inside Lot Corner Lot Cul de Sac Underground Utilities Other (describe)

FEMA Spec'l Flood Hazard Area: Yes No FEMA Flood Zone: FEMA Map #: FEMA Map Date:

Site Comments:

D
E

S
C

R
IP

T
IO

N
 O

F
 T

H
E

 I
M

P
R

O
V

E
M

E
N

T
S

General Description

# of Units Accessory Unit
# Stories # Bldgs.

Type Det. Att.

Design (Style)

Existing Proposed Und.Cons.

Actual Age (Yrs.)

Effective Age (Yrs.)

Exterior Description

Foundation

Exterior Walls

Roof Surface

Gutters & Dwnspts.

Window Type

Storm/Screens

Foundation

Slab

Crawl Space

Basement

Sump Pump

Dampness

Settlement

Infestation

Basement None

Area Sq. Ft.

% Finished

Ceiling

Walls

Floor

Outside Entry

Heating

Type

Fuel

Cooling

Central

Other

Interior Description

Floors

Walls

Trim/Finish

Bath Floor

Bath Wainscot

Doors

Appliances #

Refrigerator

Range/Oven

Disposal

Dishwasher

Fan/Hood

Microwave

Washer/Dryer

Attic None

Stairs

Drop Stair

Scuttle

Doorway

Floor

Heated

Finished

Amenities

Fireplace(s) #

Patio

Deck

Porch

Fence

Pool

Woodstove(s) #

Car Storage None

Garage # of cars ( Tot.)

Attach.

Detach.

Blt.-In

Carport

Driveway

Surface

Unit # 1 contains: Rooms; Bedrooms; Bath(s); Sq.Ft. GLA Above Grade

Unit # 2 contains: Rooms; Bedrooms; Bath(s); Sq.Ft. GLA Above Grade

Unit # 3 contains: Rooms; Bedrooms; Bath(s); Sq.Ft. GLA Above Grade

Unit # 4 contains: Rooms; Bedrooms; Bath(s); Sq.Ft. GLA Above Grade

The Total Gross Building Area

for the Subject Property is:

Sq.Ft.

Copyright© 2007 by a la mode, inc. This form may be reproduced unmodified without written permission, however, a la mode, inc. must be acknowledged and credited.
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Serial# 3D9904E4

LA553401101316

LA5534011013162-4 UNIT RESIDENTIAL APPRAISAL REPORT
The subject property was originally constructed in 1920 to supply the housing needs of the nearby movie studios.  The 

subject is typical to the area.  We only performed an exterior inspection of the subject property.     

The subject property is a typical two-building four-unit 

apartment complex of a type found all over Los Angeles.  The roofs appear to be newer and in good condition, the windows are the original 

windows and wood frames.  The exterior stairs, walls, doors, windows and siding appear to be in acceptable condition.  The property does 

have an overgrowth of Bougainvillea on the south side of the property facing Lexington Avenue limiting access to the south side of the 

building and restricting measuring the property.  The sketch presented in the report is just a rough representation of the two buildings and 

their placement on the site.   

1200 Gordon St

Los Angeles, CA 90038-1910

6,500

0

6,500

2.32

Inspection,Public Records

Month to Month

Good

Two 2-unit Buildings

65

Average

2,796

4

2,796

3 1 1 720

3 1 1 720

3 1 1 678

3 1 1 678

Furniture HVAC None

Tenant Pays Gas and Electric

Heating Ventilation Air CondHeating

Garden, Repairs, Water Owner

Adjusted Value PSF $2.25

1347 N  Citrus Avenue

Los Angeles, CA 90028

1.18 miles W

6,695

6,695

1.84

MLS,Public Records,Broker  

Good

4 plex, 2 Bldg's.

93

Average

3,633

4

3,633

3 1 1 900

3 1 1 900

3 1 1 916

3 1 1 917

None

None

Heating

Owner

$1.84

6,695

1002 N. Hudson Avenue

Los Angeles, CA 90038

0.73 miles W

3,500

3,500

1.48

The MLS/Public Records/Inspec.

Month to Month

Good

House & 2 unit bldg.

95

Average

2,359

3

2,359

3 1 1 815

3 1 1 772

3 1 1 772

None

None

Heating

Owner

$1.48

3,500

838 N. Ridgewood Place

Los Angeles, CA 90038

0.53 miles SE

7,185

7,185

3.01

The MLS/Public Records/Inspec.

Month to Month

Good

Two Buildings

67

Average

2,386

3

2,386

6 3 2 1,332

15 2 1 527

3 1 1 527

None

None

Heating

Owner

$3.01

7,185

See attached addenda.

N/A 1,625 1,625 1,750 1,750

N/A 1,625 1,625 1,750 1,750

N/A 1,625 1,625 1,750 1,600

N/A 1,625 1,625 1,750 1,600

6,500

6,500

6,700

6,700

See attached addenda.

Gardener

The rents that are being charged to the tenants are 

controlled by the Los Angeles Rent Stabilization Ordinances, this limits the rental upside until a unit is vacated and released at market to a 

new tenant. The current total rentals are $6,500 per month or $1,625 per unit, while the projected market rent is $6,700 a very narrow spread 

of rentals reflecting a $2,400 per year difference between the current and the projected market rental of the subject units..  

1347 N Citrus Ave. 7/17/2015 1,265,000 6,695 188.95 4 units, 2 bldg's., 4-1/1

1002 N Hudson Ave. 4/22/2015 1,150,000 3,500 328.57 3 units, 2 bldg's., 3-1/1

838 Ridgewood Pl. 2/5/2016 1,265,000 7,185 176.06 3 units, 2 bldg's., 3/1,2/1,1/1 

6,700 200 1,340,000

The three sales utilized to value the subject property via the Income 

Approach to Value, are also used in the Comparable Sales Approach to Value.  These were the best comparables to value the subject 

property based on the use of a GRM.  We are of the opinion that based on the monthly GRM of 200 the value of the subject 4-plex as of 

March 20, 2016, is $1,340,000 rounded to $1,350,000. 

Form GP2-4 - "TOTAL" appraisal software by a la mode, inc. - 1-800-ALAMODE

File No.:
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Additional features:

Describe the condition of the property (including physical, functional and external obsolescence):

C
O

M
P

A
R

A
B

L
E

 R
E

N
T
A

L
 A

N
A

L
Y

S
IS

The following properties are representative current, similar, and proximate rental properties comparable to the subject property. This analysis is intended to support the
opinion of the market rent for the subject property.

FEATURE SUBJECT COMPARABLE RENTAL # 1 COMPARABLE RENTAL # 2 COMPARABLE RENTAL # 3

Address

Proximity to Subject

Current Monthly Rent $ $ $ $

Less: Utilities –$ –$ –$ –$

Furnishings –$ –$ –$ –$

Plus: Rent Concess. +$ +$ +$ +$

$ $ $ $Adj. Monthly Rent

Adj. Mo. Rent / GLA $ /sq.ft. $ /sq.ft. $ /sq.ft. $ /sq.ft.

Data Source(s)

RENT ADJUSTMENTS DESCRIPTION DESCRIPTION +/– $ Adjust DESCRIPTION +/– $ Adjust DESCRIPTION +/– $ Adjust

Rent Control Yes No Yes No Yes No Yes No

Lease Date

Location

Design (Style)

Age

Condition

Total GBA sq.ft. sq.ft. sq.ft. sq.ft.

Total # of Units

Total GLA sq.ft. sq.ft. sq.ft. sq.ft.

Unit Breakdown Tot. Bed. Baths GLA Tot. Bed. Baths GLA Tot. Bed. Baths GLA Tot. Bed. Baths GLA

Unit # 1

Unit # 2

Unit # 3

Unit # 4

Net Rental Adjustment (Total) + – + – + –$ $ $

Indicated Monthly Market Rent $ $ $

Analysis of rental data:

S
U

B
J
E

C
T

 R
E

N
T

 S
C

H
E

D
U

L
E

Rent Schedule: The appraiser must reconcile the applicable indicated monthly market rents to provide an opinion of the market rent for each unit in the subject property.

Leases Actual Rents Opinion of Market Rent

Lease Dates Per Unit Total
Rents

Per Unit Total
RentsUnit # Begin Date End Date Unfurnished Furnished Unfurnished Furnished

1

2

3

4

$ $ $ $ $ $

$ $ $ $ $ $

$ $ $ $ $ $

$ $ $ $ $ $

Comments on lease data Total Actual Monthly Rent $ Total Gross Monthly Rent $

Other Monthly Income (itemize) $ Other Monthly Income (itemize) $

Total Actual Monthly Income $ Total Estimated Monthly Income $

Utilities included in estimated rents Electric Water Sewer Gas Oil Trash collection Multimedia Telephone Other

Comments on actual or estimated rents and other monthly income (including personal property)

IN
C

O
M

E
 A

P
P

R
O

A
C

H

INCOME APPROACH TO VALUE The Income Approach was not developed for this appraisal.

Gross Rent Multiplier Analysis:
Address Date Sale Price Gross Rent GRM Comments

Opinion of Monthly Market Rent $ X  Gross Rent Multiplier = $ Indicated Value by Income Approach

Summary of Income Approach (including support for market rent and GRM):
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Serial# 3D9904E4

LA553401101316

LA5534011013162-4 UNIT RESIDENTIAL APPRAISAL REPORT

Owner and MLS.

N/A

N/A

The MLS

N/A

N/A

The MLS

The subject property has not been listed 

in the past 36 months and has not transferred in the past 36 months. 

1200 Gordon St

Los Angeles, CA 90038-1910

6,700

Owner

Assessor, Pub Rec

None

None

3/20/2016

Fee Simple

Good

6,500 sf

Street

Two 2-unit Buildings

Average for age

96

Average

2,796

4

2,796

3 1 1

3 1 1

3 1 1

3 1 1

None

None

Average

Heating

Typical for age

6 Parking Spaces 

Rear Patio

Fireplace None

Pool/Spa None

Street Frontage 180 Feet

Date of Prior Sale: 5/1/2008

Prior Sales Price TheMLS: $640,000

1347 N  Citrus Avenue

Los Angeles, CA 90028

1.18 miles W

1,265,000

348.20

6,695

188.95

316,250

105,417

316,250

The MLS/Public Records/Inspec.

5542-026-017   283265

$822,250

Conventional

6/9/2015 +114,000

Fee Simple

Good

7,069 sf -56,500

Street

4 plex, 2 Bldg's.

Average for age

93

Average

3,633 -83,500

4

3,633

3 1 1

3 1 1

3 1 1

3 1 1

None

None

Average

Heating

Typical for age

2 Covered, 2 open +10,000

Rear Patio

None

None

50 Feet

5/27/2004

$752,500

-16,000

1,249,000

343.79

312,250

104,083

312,250

1002 N. Hudson Avenue

Los Angeles, CA 90038

0.73 miles W

1,150,000

487.49

3,500

328.57

383,333

127,778

383,333

The MLS/Public Records/Inspec.

5533-013-016   451208

All Cash

None

4/22/2015 +126,500

Fee Simple

Good

6,813 sf -31,000

Street

House & 2 unit bldg.

Average for age

95

Average

2,359 +43,500

3 +96,000

2,359

3 1 1

3 1 1

3 1 1

None

None

Average

Heating

Typical for age

6 Parking Spaces 0

Rear Patio

None

None

186 Feet

4/9/2014

$720,500

235,000

1,385,000

587.11

461,667

153,889

461,667

838 N. Ridgewood Place

Los Angeles, CA 90038

0.53 miles SE

1,265,000

530.18

7,185

176.06

421,667

90,357

210,833

The MLS/Public Records/Inspec.

5535-004-018   134615

None

None

2/5/2016 +12,500

Fee Simple

Good

5,790 sf +71,000

Street

Two Buildings

Average for age

67

Average

2,386 +41,000

3 +105,500

2,386

6 3 2

5 2 1

3 1 1

None

None

Good

Heating

Typical for age

6 Garage Spaces -60,000

Rear Patio

None

None

43 Feet

7/31/2015

$899,000

170,000

1,435,000

601.42

478,333

102,500

239,167

475 2,796 1,328,100 350,000 4 1,400,000

115,000 12 1,380,000 350,000 4 1,400,000
See attached addenda.

1,350,000
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My research did did not reveal any prior sales or transfers of the subject property for the three years prior to the effective date of this appraisal.

Data Source(s):

1st Prior Subject Sale/Transfer

Date:

Price:

Source(s):

2nd Prior Subject Sale/Transfer

Date:

Price:

Source(s):

Analysis of sale/transfer history and/or any current agreement of sale/listing:
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SALES COMPARISON APPROACH TO VALUE (if developed) The Sales Comparison Approach was not developed for this appraisal.

FEATURE SUBJECT COMPARABLE SALE # 1 COMPARABLE SALE # 2 COMPARABLE SALE # 3

Address

Proximity to Subject

Sale Price $ $ $ $

Sale Price/GBA $ /sq.ft. $ /sq.ft. $ /sq.ft. $ /sq.ft.

Gross Monthly Rent $ $ $ $

Gross Rent Multiplier

Price per Unit $ $ $ $

Price per Room $ $ $ $

Price per Bedroom $ $ $ $

Data Source(s)

Verification Source(s)

VALUE ADJUSTMENTS DESCRIPTION DESCRIPTION +/– $ Adjust DESCRIPTION +/– $ Adjust DESCRIPTION +/– $ Adjust

Rent Control Yes No Yes No Yes No Yes No

Sales or Financing

Concessions

Date of Sale/Time

Rights Appraised

Location

Site

View

Design (Style)

Quality of Construction

Age

Condition

Total GBA sq.ft. sq.ft. sq.ft. sq.ft.

Total # of Units

Total GLA sq.ft. sq.ft. sq.ft. sq.ft.

Total Bdrms Baths Total Bdrms Baths Total Bdrms Baths Total Bdrms BathsUnit Breakdown

Unit # 1

Unit # 2

Unit # 3

Unit # 4

Basement & Finished

Rooms Below Grade

Functional Utility

Heating/Cooling

Energy Efficient Items

Parking

Porch/Patio/Deck

Net Adjustment (Total) + – + – + –$ $ $

Adjusted Sale Price

of Comparables $ $ $

Adjusted Price of Comparables per GBA $ $$

Adjusted Price of Comparables per Unit $ $ $

Adjusted Price of Comparables per Room $ $ $

Adjusted Price of Comparables per Bedroom $ $ $

Ind. Val. per GBA $ X SF GBA = $ Ind. Val. per Unit $ X Units = $

Ind. Val. per Room $ X Rooms = $ Ind. Val. per Bedroom $ X Bedrooms = $
Summary of Sales Comparison Approach

Indicated Value by Sales Comparison Approach $
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LA553401101316

LA553401101316ADDITIONAL COMPARABLE SALES

1200 Gordon St

Los Angeles, CA 90038-1910

6,700

Owner

Assessor, Pub Rec

None

None

3/20/2016

Fee Simple

Good

6,500 sf

Street

Two 2-unit Buildings

Average for age

96

Average

2,796

4

2,796

3 1 1

3 1 1

3 1 1

3 1 1

None

None

Average

Heating

Typical for age

6 Parking Spaces 

Rear Patio

Fireplace None

Pool/Spa None

Street Frontage 180 Feet

Date of Prior Sale: 5/1/2008

Prior Sales Price TheMLS: $640,000

836 Mc Cadden Place

Los Angeles, CA 90028

1.08 miles SW

1,370,000

565.18

456,667

114,167

274,000

The MLS/Public Records/Inspec.

5524-005-021   1246715

All Cash

Probate

10/8/2015 +68,500

Fee Simple

Good

7,250 sf -75,000

Street

3 plex, 2 Bldg's.

Average for Age

93

Average 

2,424 +37,000

3 +114,000

2,424

5 2 1

5 2 1

2 1 1

None

None

Average

Heating

Typical for age

2 Garage, 2 open 0

Rear Patio

None

None

50 Feet

N/A

N/A

144,500

1,514,500

624.79

504,833

126,208

302,900
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FEATURE SUBJECT COMPARABLE SALE # COMPARABLE SALE # COMPARABLE SALE #

Address

Proximity to Subject

Sale Price $ $ $ $

Sale Price/GBA $ /sq.ft. $ /sq.ft. $ /sq.ft. $ /sq.ft.

Gross Monthly Rent $ $ $ $

Gross Rent Multiplier

Price per Unit $ $ $ $

Price per Room $ $ $ $

Price per Bedroom $ $ $ $

Data Source(s)

Verification Source(s)

VALUE ADJUSTMENTS DESCRIPTION DESCRIPTION +/– $ Adjust DESCRIPTION +/– $ Adjust DESCRIPTION +/– $ Adjust

Rent Control Yes No Yes No Yes No Yes No

Sales or Financing

Concessions

Date of Sale/Time

Rights Appraised

Location

Site

View

Design (Style)

Quality of Construction

Age

Condition

Total GBA sq.ft. sq.ft. sq.ft. sq.ft.

Total # of Units

Total GLA sq.ft. sq.ft. sq.ft. sq.ft.

Total Bdrms Baths Total Bdrms Baths Total Bdrms Baths Total Bdrms BathsUnit Breakdown

Unit # 1

Unit # 2

Unit # 3

Unit # 4

Basement & Finished

Rooms Below Grade

Functional Utility

Heating/Cooling

Energy Efficient Items

Parking

Porch/Patio/Deck

Net Adjustment (Total) + – + – + –$ $ $

Adjusted Sale Price

of Comparables $ $ $

Adjusted Price of Comparables per GBA $ $$

Adjusted Price of Comparables per Unit $ $ $

Adjusted Price of Comparables per Room $ $ $

Adjusted Price of Comparables per Bedroom $ $ $

Summary of Sales Comparison Approach
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LA5534011013162-4 UNIT RESIDENTIAL APPRAISAL REPORT

1,350,000 1,340,000

The income approach to value was utilized in the valuation of the subject and a value of $1,340,000 "as is" was derived for 

the subject property.  The comparable sales approach to value derived a value of $1,350,000 for the subject property.  Purchasers of 

comparable properties buy them primarily as investments.  The cost approach to value was not as it is not relied upon by investors or buyers 

of similar type properties.  The comparable sales approach to value is the most commonly utilized method of valuing a 4-plex in the Los 

Angeles Metropolitan Area, this method is the best indicator of value for the subject property.  The value of the subject property based on the 

Income and the Comparable Sales Approaches is $1,350,000 as of 3/20/2016, the effective date of appraisal in its "as is" condition. 

1,350,000 3/20/2016

45

Scope of Work Limiting Cond./Certification Narrative Addendum Photograph Addenda

Sketch Addendum Map Addenda Cost Addendum Flood Addendum Additional Sales

Additional Rentals Income/Expense Analysis Hypothetical Conditions Extraordinary Assumptions Appraisers CV
Appraisers License Appraisers License

Paul Morady Napa Industries, LLC

pmorady@sbcglobal.net 5739 Kanan Road, Suite 292, Agoura Hills, CA 91301

Thomas I. Milwicz

California State Certified General Real Estate Appraiser

(818) 416-6600

thomasimg@gmail.com

03/23/2016

AG008920 CA

California State Certified General Real Estate Appraiser

05/07/2018

3/20/2016
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COST APPROACH TO VALUE (if developed) The Cost Approach was not developed for this appraisal.

Provide adequate information for replication of the following cost figures and calculations.

Support for the opinion of site value (summary of comparable land sales or other methods for estimating site value):

ESTIMATED REPRODUCTION OR REPLACEMENT COST NEW

Source of cost data:

Quality rating from cost service: Effective date of cost data:

Comments on Cost Approach (gross living area calculations, depreciation, etc.):

OPINION OF SITE VALUE =$

DWELLING Sq.Ft. @ $ =$

Sq.Ft. @ $ =$

Sq.Ft. @ $ =$

Sq.Ft. @ $ =$

Sq.Ft. @ $ =$

=$

Garage/Carport Sq.Ft. @ $ =$

Total Estimate of Cost-New =$

Less Physical Functional External

Depreciation =$( )

Depreciated Cost of Improvements =$

''As-is'' Value of Site Improvements =$

=$

=$

INDICATED VALUE BY COST APPROACH =$Estimated Remaining Economic Life (if required): Years

P
U

D

PROJECT INFORMATION FOR PUDs (if applicable) The Subject is part of a Planned Unit Development.

Legal Name of Project:

Describe common elements and recreational facilities:

R
E

C
O

N
C

IL
IA

T
IO

N

Indicated Value by: Sales Comparison Approach $ Income Approach $ Cost Approach (if developed) $

Final Reconciliation

This appraisal is made ''as is'', subject to completion per plans and specifications on the basis of a Hypothetical Condition that the improvements have been
completed, subject to the following repairs or alterations on the basis of a Hypothetical Condition that the repairs or alterations have been completed, subject to
the following required inspection based on the Extraordinary Assumption that the condition or deficiency does not require alteration or repair:

This report is also subject to other Hypothetical Conditions and/or Extraordinary Assumptions as specified in the attached addenda.

Based on the degree of inspection of the subject property, as indicated below, defined Scope of Work, Statement of Assumptions and Limiting Conditions,
and Appraiser’s Certifications, my (our) Opinion of the Market Value (or other specified value type), as defined herein, of the real property that is the subject
of this report is: $ , as of: , which is the effective date of this appraisal.
If indicated above, this Opinion of Value is subject to Hypothetical Conditions and/or Extraordinary Assumptions included in this report. See attached addenda.

A
T

T
A

C
H

M
E

N
T

S A true and complete copy of this report contains pages, including exhibits which are considered an integral part of the report. This appraisal report may not be

properly understood without reference to the information contained in the complete report.

Attached Exhibits:

S
IG

N
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T
U

R
E

S

Client Contact: Client Name:

E-Mail: Address:

APPRAISER

Appraiser Name:

Company:

Phone: Fax:

E-Mail:

Date of Report (Signature):

License or Certification #: State:

Designation:

Expiration Date of License or Certification:

Inspection of Subject: Interior & Exterior Exterior Only None

Date of Inspection:

SUPERVISORY APPRAISER (if required)
or CO-APPRAISER (if applicable)

Supervisory or
Co-Appraiser Name:

Company:

Phone: Fax:

E-Mail:

Date of Report (Signature):

License or Certification #: State:

Designation:

Expiration Date of License or Certification:

Inspection of Subject: Interior & Exterior Exterior Only None

Date of Inspection:
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 • GP 2-4 Unit : Market Area Description - Boundaries, Description, Conditions   

City of Los Angeles

Los Angeles officially the City of Los Angeles and often known by its initials L.A., is the
second-largest city in the United States, the most populous city in the U.S. state of California,
and the county seat of Los Angeles County.  Situated in Southern California, Los Angeles is
known for its Mediterranean climate, ethnic diversity, sprawling metropolis, and as a major
center of the American entertainment industry.  Los Angeles lies in a large coastal basin 
surrounded on three sides by mountains reaching up to and over 10,000 feet (3,000 m).

Historically home to the Chumash and Tongva, Los Angeles was claimed by Juan Rodríguez
Cabrillo for Spain in 1542 along with the rest of what would become Alta California.  The city
was officially founded on September 4, 1781, by Spanish governor Felipe de Neve.  It became a
part of Mexico in 1821 following the Mexican War of Independence.  In 1848, at the end of the
Mexican–American War, Los Angeles and the rest of California were purchased as part of the
Treaty of Guadalupe Hidalgo, thereby becoming part of the United States.  Los Angeles was
incorporated as a municipality on April 4, 1850, five months before California achieved
statehood.  

The city is the focal point of the larger Los Angeles metropolitan area and the Greater Los
Angeles Area region, which contain 13 million and over 18 million people, respectively, as of
2010, making it one of the most populous metropolitan areas in the world as well as the
second-largest in the United States.  Los Angeles is the seat of Los Angeles County, the most
populated county in the United States.  The city's inhabitants are referred to as Angelenos.

Nicknamed the City of Angels, Los Angeles is a global city with a diverse economy in
entertainment, culture, media, fashion, science, sports, technology, education, medicine and
research.  It has been ranked sixth in the Global Cities Index and 9th Global Economic Power
Index.  The city is home to renowned institutions covering a broad range of professional and
cultural fields and is one of the most substantial economic engines within the United States. 
The Los Angeles combined statistical area (CSA) has a gross metropolitan product (GMP) of
$831 billion (as of 2008), making it the third-largest in the world, after the Greater Tokyo and
New York metropolitan areas.  Los Angeles includes Hollywood and leads the world in the
creation of television productions, video games, and recorded music; it is also one of the leaders
in motion picture production.  Additionally, Los Angeles hosted the Summer Olympic Games in
1932, 1984, and is currently bidding for the 2024 Summer Olympics.

Chumash people lived in Los Angeles before Europeans settled there.  The Los Angeles coastal
area was first settled by the Tongva (Gabrieleños) and Chumash Native American tribes
thousands of years ago.  A Gabrielino settlement in the area was called iyáang? (written
Yang-na by the Spanish), meaning "poison oak place".  Juan Rodríguez Cabrillo, a
Portuguese-born explorer, claimed the area of southern California for the Spanish Empire in
1542.  Gaspar dePortolà and Franciscan, reached the present site of Los Angeles on August 2,
1769. 

Spanish Period

In 1771, Franciscan friar Junípero Serra directed the building of the Mission San Gabriel
Arcángel, the first mission in the area.  On September 4, 1781, a group of forty-four settlers
known as "Los Pobladores" founded the pueblo called "El Pueblo de Nuestra Señora la Reina
de los Ángeles del Río de Porciúncula"; in English it is "The Town of Our Lady the Queen of the
Angels of the Porciúncula River".  The Queen of the Angels is an honorific of the Virgin Mary. 
Two-thirds of the settlers were mestizo or mulatto with a mixture of African, indigenous and
European ancestry.  The settlement remained a small ranch town for decades, but by 1820, the
population had increased to about 650 residents.  Today, the pueblo is commemorated in the
historic district of Los Angeles Pueblo Plaza and Olvera Street, the oldest part of Los Angeles.

Mexican Period

New Spain achieved its independence from the Spanish Empire in 1821, and the pueblo
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New Spain achieved its independence from the Spanish Empire in 1821, and the pueblo

continued as a part of Mexico.  During Mexican rule, Governor Pío Pico made Los Angeles Alta
California's regional capital.

American Period

Mexican rule ended during the Mexican–American War: Americans took control from the
Californios after a series of battles, culminating with the signing of the Treaty of Cahuenga on
January 13, 1847.
 
Railroads arrived with the completion of the Southern Pacific line to Los Angeles in 1876.  Oil
was discovered in the city and surrounding area in 1892, and by 1923, the discoveries had
helped California become the country's largest oil producer, accounting for about one-quarter of
the world's petroleum output.
 
By 1900, the population had grown to more than 102,000, putting pressure on the city's water
supply.  The completion of the Los Angeles Aqueduct in 1913, under the supervision of William
Mulholland, assured the continued growth of the city. 

In 1910, Hollywood merged into Los Angeles, with 10 movie companies already operating in the
city at the time.  By 1921, more than 80 percent of the world's film industry was concentrated in
L.A.  The money generated by the industry kept the city insulated from much of the economic
loss suffered by the rest of the country during the Great Depression.  By 1930, the population
surpassed one million.  In 1932, the city hosted the Summer Olympics.

During World War II, Los Angeles was a major center of wartime manufacturing, such as ship
building and aircraft.  Calship built hundreds of Liberty Ships and Victory Ships on Terminal
Island, and the Los Angeles area was the headquarters of six of the country's major aircraft
manufacturers (Douglas Aircraft Company, Hughes Aircraft, Lockheed, North American Aviation,
Northrop Corporation, and Vultee).  During the war, more aircraft were produced in one year
than in all the pre-war years since the Wright brothers invented the airplane in 1903, combined.
Manufacturing in Los Angeles skyrocketed, and as William S. Knudsen, of the National Defense
Advisory Commission put it, "We won because we smothered the enemy in an avalanche of
production, the like of which he had never seen, nor dreamed possible.

Following the end of World War II, Los Angeles grew more rapidly than ever, sprawling into the
San Fernando Valley.  The expansion of the Interstate Highway System during the 1950s and
1960s helped propel suburban growth and signaled the demise of the city's electrified rail
system, once the world’s largest.

The 1960s saw race relations boil-over into the Watts Riots of 1965 which resulted in 34 deaths
and over 1,000 injuries.  It was the most severe riot in the city's history until the Los Angeles
riots of 1992.  In 1969, Los Angeles became one of the birthplaces of the Internet, as the first
ARPANET transmission was sent from the University of California, Los Angeles (UCLA) to SRI
in Menlo Park.
  
In 1984, the city hosted the Summer Olympic Games for the second time.  Despite being
boycotted by 14 Communist countries, the 1984 Olympics became more financially successful
than any previous, and the second Olympics to turn a profit until then – the other, according to
an analysis of contemporary newspaper reports, being the 1932 Summer Olympics, also held in
Los Angeles.

Racial tensions erupted on April 29, 1992, with the acquittal by a Simi Valley jury of the police
officers captured on videotape beating Rodney King, culminating in large-scale riots.  They were
the largest riots in US history causing approximately $1.3 billion in damage as well as 53 deaths
and over 2,000 injuries.

In 1994, the 6.7 Northridge earthquake shook the city, causing $12.5 billion in damage and 72
deaths.  The century ended with the Rampart scandal, one of the most extensive documented
cases of police misconduct in American history.
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In 2002, voters defeated efforts by the San Fernando Valley and Hollywood to secede from the
city.
 
Geography

The city is divided into over 80 districts and neighborhoods, many of which were incorporated
places or communities that merged into the city.  These neighborhoods were developed
piecemeal, and are well-defined enough that the city has signage marking nearly all of them.

More broadly, the city is divided into the following areas:  Downtown Los Angeles, East Los
Angeles and Northeast Los Angeles, South Los Angeles, the Harbor Area, Greater Hollywood,
Wilshire, the Westside, and the San Fernando and Crescenta Valleys.

Overview

The city's street pattern generally follows a grid plan, with uniform block lengths and occasional
roads that cut across blocks. However, this is complicated by rugged terrain, which has
necessitated having different grids for each of the valleys that Los Angeles covers.  Major
streets are designed to move large volumes of traffic through many parts of city; many of them
are extremely long:  Sepulveda Boulevard is 43 miles (69 km) long, while Foothill Boulevard is
over 60 miles (97 km) long, reaching as far east as San Bernardino.

Los Angeles is strongly characterized by the presence of low-rise buildings.  Outside of a few
areas such as Warner Center, Koreatown, and Downtown, skyscrapers and high-rise buildings
are not common.  The few skyscrapers that are built outside of those areas often stand out
above the rest of the surrounding landscape.

Landmarks

Important landmarks in Los Angeles include Walt Disney Concert Hall, the Cathedral of Our
Lady of the Angels, Angels Flight, the Dolby Theatre, the Griffith Observatory, the Getty Center,
the Getty Villa, the Los Angeles Memorial Coliseum, the Los Angeles County Museum of Art,
Grauman's Chinese Theatre, the Hollywood Sign, the Bradbury Building, Hollywood Boulevard,
the Capitol Records Building, Los Angeles City Hall, the Hollywood Bowl, Battleship USS Iowa,
the Watts Towers, the Staples Center, Dodger Stadium, La Placita Olvera.

The Los Angeles Basin

The city of Los Angeles is irregularly shaped and covers a total area of 502.7 square miles
(1,302 km2), comprising 468.7 square miles (1,214 km2) of land and 34.0 square miles (88
km2) of water.  The city extends for 44 miles (71 km) longitudinally and for 29 miles (47 km)
latitudinally.  The perimeter of the city is 342 miles (550 km).  Los Angeles is both flat and hilly. 
The highest point in the city proper is 5,074 ft. (1,547 m) Mount Lukens, located at the
northeastern end of the San Fernando Valley. The eastern end of the Santa Monica Mountains
stretches from Downtown to the Pacific Ocean and separates the Los Angeles Basin from the
San Fernando Valley.  Other hilly parts of Los Angeles include the Mt. Washington area north of
Downtown, eastern parts such as Boyle Heights, the Crenshaw district around the Baldwin Hills,
and the San Pedro district.

Surrounding the city are much higher mountains.  Immediately to the north lie the San Gabriel
Mountains, which is a popular recreation area for Angelenos.  Its high point is Mount San
Antonio, locally known as Mount Baldy, which reaches 10,064 feet (3,068 m).  Further afield, the
highest point in the greater Los Angeles area is San Gorgonio Mountain, with a height of 11,503
feet (3,506 m).

The Los Angeles River, which is largely seasonal, is the primary drainage channel.  It was
straightened and lined in 51 miles (82 km) of concrete by the Army Corps of Engineers to act as
a flood control channel.  The river begins in the Canoga Park district of the city, flows east from
the San Fernando Valley along the north edge of the Santa Monica Mountains, and turns south
through the city center, flowing to its mouth in the Port of Long Beach at the Pacific Ocean.  The
smaller Ballona Creek flows into the Santa Monica Bay at Playa del Rey.
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smaller Ballona Creek flows into the Santa Monica Bay at Playa del Rey.

Flora and Fauna

Los Angeles is rich in native plant species due in part to a diversity in habitats, including
beaches, wetlands , and mountains.  The most prevalent botanical environment is coastal sage
scrub, which covers the hillsides in combustible chaparral.  Native plants include: California
poppy, matilija poppy, toyon, Coast Live Oak, and Giant Wildrye. Many of these native species,
such as the Los Angeles sunflower, have become so rare as to be considered endangered. 
Though it is not native to the area, the official tree of Los Angeles is the Coral Tree (Erythrina
caffra and the official flower of Los Angeles is the Bird of Paradise (Strelitzia reginae).  Mexican
Fan Palms, Canary Island Palms, Queen Palms, Date Palms, and California Fan Palms are
common in the Los Angeles area, although only the last is native.

Geology

Los Angeles is subject to earthquakes due to its location on the Pacific Ring of Fire.  The
geologic instability has produced numerous faults, which cause approximately 10,000
earthquakes annually in Southern California, though most of them are too small to be felt.  One
of the major faults is the San Andreas Fault.  Located at the boundary between the Pacific Plate
and the North American Plate, it is vulnerable to the "big one," a potentially large earthquake
striking California through the San Andreas Fault.  Major earthquakes that have hit the Los
Angeles area include the 1994 Northridge earthquake, the 1987 Whittier Narrows earthquake,
the 1971 San Fernando earthquake near Sylmar, and the 1933 Long Beach earthquake. 
Nevertheless, all but a few quakes are of low intensity and are not felt; the two most recent ones
to hit the area, on the Newport-Inglewood Fault, on Sunday morning, May 3, 2015, of
3.9-magnitude with no recorded injuries or damage, and on Sunday, April 12, 2015, of
3.5-magnitude, again with no recorded injuries or damage, were of this type.  The Los Angeles
basin and metropolitan area are also at risk from blind thrust earthquakes.  USGS has released
UCERF California earthquake forecast which models Earthquake occurrence in California. 
Parts of the city are also vulnerable to tsunamis; harbor areas were damaged by waves from the
Valdivia earthquake in 1960. 

Climate

Los Angeles has a Subtropical-Mediterranean climate (Köppen climate classification Csb on the
coast, Csa inland), and receives just enough annual precipitation to avoid either Köppen's BSh
or BSk (semi-arid climate) classification.  Los Angeles has plenty of sunshine throughout the
year, with an average of only 35 days with measurable precipitation annually.
 
Temperatures in the coastal basin exceed 90 °F (32 °C) on a dozen or so days in the year, from
one day a month in April, May, June and November to three days a month in July, August,
October and to five days in September.  Temperatures in the San Fernando and San Gabriel
Valleys are considerably warmer.  Temperatures are subject to substantial daily swings; in
inland areas the difference between the average daily low and the average daily high is over 30
degrees Fahrenheit or 16 degrees Celsius.  The average annual temperature of the sea is 63° F
(17° C), from 58° F (14° C) in January to 68° F (20° C) in August.  Hours of sunshine total more
than 3,000 per year, from an average of 7 hours of sunshine per day in December to an average
of 12 in July.

The Los Angeles area is also subject to phenomena typical of a microclimate, causing extreme
variations in temperature in close physical proximity to each other.  For instance, the average
July maximum temperature at the Santa Monica Pier is 75° F (24° C) whereas it is 95° F (35° C)
in Canoga Park.  The city, like much of the southern California coast, is subject to a late
spring/early summer weather phenomenon called "June Gloom." This involves overcast or foggy
skies in the morning which yield to sun by early afternoon.

Downtown Los Angeles averages 14.93 in (379 mm) of precipitation annually, which mainly
occurs during late autumn and winter (November through March), generally in the form of
moderate rain showers, but sometimes as heavy rainfall during winter storms.  Summer days
are usually rainless.  Rarely, an incursion of moist air from the south or east can bring brief
thunderstorms in late summer, especially to the mountains.  The coast gets slightly less rainfall,
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thunderstorms in late summer, especially to the mountains.  The coast gets slightly less rainfall,

while the inland and mountain areas get considerably more.  Years of average rainfall are rare. 
The usual pattern is year to year variability, with a short string of dry years of 5–10 in (130–250
mm) rainfall, followed by one or two wet years with more than 20 in (510 mm).  Wet years are
usually associated with warm water El Nino conditions in the Pacific, dry years with cooler water
La Nina episodes.  A series of rainy days can bring floods to the lowlands and mudslides to the
hills, especially after wild fires have denuded the slopes.  Both freezing temperatures and
snowfall are extremely rare in the city basin and along the coast, with the last occurrence of a
32° F (0° C) reading at the downtown station being January 29, 1979; freezing temperatures
occur nearly every year in valley locations while the mountains within city limits typically receive
snowfall every winter.  The greatest snowfall recorded in downtown Los Angeles was 2.0 inches
(5 cm) on January 15, 1932.  At the official downtown station, the highest recorded temperature
is 113° F (45° C) on September 27, 2010, while the lowest is 28° F (-2° C), as recently as
January 4, 1949.  During autumn and winter, Santa Ana winds sometimes bring very hot and dry
conditions to Los Angeles, and raise the wild fire risk.

Environmental Issues

A Gabrielino settlement in the area was called iyáang? (written Yang-na by the Spanish), which
has been translated as "poison oak place".  Yang-na has also been translated as "the valley of
smoke."  Owing to geography, heavy reliance on automobiles, and the Los Angeles/Long Beach
port complex, Los Angeles suffers from air pollution in the form of smog.  The Los Angeles
Basin and the San Fernando Valley are susceptible to atmospheric inversion, which holds in the
exhausts from road vehicles, airplanes, locomotives, shipping, manufacturing, and other
sources.  The smog season lasts from May to October.  While other large cities rely on rain to
clear smog, Los Angeles gets only 15 inches (380 mm) of rain each year: pollution accumulates
over many consecutive days.  Issues of air quality in Los Angeles and other major cities led to
the passage of early national environmental legislation, including the Clean Air Act.  More
recently, the state of California has led the nation in working to limit pollution by mandating
low-emission vehicles.  Smog is expected to continue to drop in the coming years due to
aggressive steps to reduce it, which include electric and hybrid cars, improvements in mass
transit, and other measures.  

The number of Stage 1 smog alerts in Los Angeles has declined from over 100 per year in the
1970s to almost zero in the new millennium.  Despite improvement, the 2006 and 2007 annual
reports of the American Lung Association ranked the city as the most polluted in the country
with short-term particle pollution and year-round particle pollution.  In 2008, the city was ranked
the second most polluted and again had the highest year-round particulate pollution.  The city
met its goal of providing 20 percent of the city's power from renewable sources in 2010.  The
American Lung Association's 2013 survey ranks the metro area as having the nation's worst
smog, and fourth in both short term and year round pollution amounts.

Climate change has already affected Los Angeles with a 4 degree average temperature rise
from 1878 to 2005 with a UCLA study predicting that coastal areas will rise 3 to 4 degrees in
temperature and urban areas 4 to 4.5 degrees.  In 2014, the fire season never finished in
Southern California and studies have predicted that climate change will cause more frequent
and larger fires by the end of the century.  Climate change is also expected to affect sea levels
which are expected to rise 5 to 24 inches from 2000 to 2050 leading to higher storm surge and
waves, which could result in more extensive flooding that could threaten critical coastal
infrastructure.

Continued on Next Page
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Demographics
    
Historical population

Census   Population     %±

  1850             1,610      -
  1860          4,385   172.4%
  1870             5,728       30.6%
  1880         11,183       95.2%
  1890         50,395   350.6%
  1900       102,479   103.4%
  1910       319,198   211.5%
  1920       576,673     80.7%
  1930    1,238,048   114.7%
  1940    1,504,277     21.5%
  1950    1,970,358     31.0%
  1960    2,479,015     25.8%
  1970    2,811,801     13.4%
  1980    2,968,528         5.6%
  1990    3,485,398     17.4%
  2000    3,694,820         6.0%
  2010    3,792,621       2.6%
Est. 2014   3,928,864       3.6%
U.S. Decennial Census

· The 2010 United States Census reported that Los Angeles had a population of 3,792,621.  
· The population density was 8,092.3 people per square mile (2,913.0/km²). 
· The age distribution was 874,525 people (23.1%) under 18, 434,478 people (11.5%) from 18

to 24, 1,209,367 people (31.9%) from 25 to 44, 877,555 people (23.1%) from 45 to 64, and
396,696 people (10.5%) who were 65 or older.  

· The median age was 34.1 years. For every 100 females there were 99.2 males. For every
100 females age 18 and over, there were 97.6 males.

· There were 1,413,995 housing units-up from 1,298,350 during 2005–2009-at an average
density of 2,812.8 households per square mile (1,086.0/km²), of which 503,863 (38.2%) were
owner-occupied, and 814,305 (61.8%) were occupied by renters.  

· The homeowner vacancy rate was 2.1%; the rental vacancy rate was 6.1%.  1,535,444
people (40.5% of the population) lived in owner-occupied housing units and 2,172,576
people (57.3%) lived in rental housing units.

According to the 2010 United States Census, Los Angeles had a median household income of
$49,497, with 22.0% of the population living below the federal poverty line. 

Race and ethnicity

Racial composition   2010 1990 1970 1940
White     49.8% 52.8% 77.2% 93.5%
White--Non-Hispanic   28.7% 37.3% 61.1% 86.3%
Black or African American     9.6% 14.0% 17.9%   4.2%
Hispanic or Latino (of any race)  48.5% 39.9% 17.1%   7.1%
Asian     11.3%   9.8%   3.6%   2.2%

Los Angeles is home to people from more than 140 countries speaking 224 different identified
languages.  Ethnic enclaves like Chinatown, Historic Filipinotown, Koreatown, Little Armenia,
Little Ethiopia, Tehrangeles, Little Tokyo, Little Bangladesh and Thai Town provide examples of
the polyglot character of Los Angeles.
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According to the 2010 Census, the racial makeup of Los Angeles included:

Whites             1,888,158   (49.8%) 
African Americans                  365,118    (9.6%) 
Native Americans                      28,215     (0.7%) 
Asians                   426,959  (11.3%) 
Pacific Islanders                           5,577     (0.1%) 
From Other Races                  902,959   (23.8%) 
From two or more races              175,635      (4.6%)  
Hispanics or Latinos of any race were 1,838,822 persons or (48.5%)

Non-Hispanic whites were 28.7% of the population in 2010, compared to 86.3% in 1940. 
People of Mexican ancestry make up the largest ethnic group of Latinos at 31.9% of Los
Angeles' population, followed by those of Salvadoran (6.0%) and Guatemalan (3.6%) heritage. 
The Latino population is spread throughout the city of Los Angeles and its metropolitan area but
it is most heavily concentrated in the East Los Angeles region, which has a long established
Mexican-American and Central American community.  

The largest Asian ethnic groups are Filipinos (3.2%) and Koreans (2.9%), which have their own
established ethnic enclaves-Koreatown in the Wilshire Center and Historic Filipinotown. 
Chinese people, which make up 1.8% of Los Angeles' population, reside mostly outside of Los
Angeles City limits and are in the San Gabriel Valley, in the eastern portion of Los Angeles
County, but make a sizable presence in the city, notably in Chinatown.  Chinatown and Thaitown
are also home to many Thais and Cambodians, which make up 0.3% and 0.1% of Los Angeles'
population, respectively.  Japanese comprise 0.9% of L.A.'s population, and have an
established Little Tokyo in the city's downtown, and another significant community of Japanese
Americans is located in the Sawtelle district of West Los Angeles.  Vietnamese make up 0.5% of
Los Angeles' population. Indians make up 0.9% of the city's population.

The city of Los Angeles and its metropolitan area are home to a large Middle Eastern
population, including Armenians and Iranians, partially residing in enclaves like Little Armenia
and Tehrangeles.

African Americans have the largest establishment in South Los Angeles, including the industrial
neighborhoods of Crenshaw and Watts.  In 1970, the Census Bureau reported the city's
population as 17.9% black, 61.1% non-Hispanic white and 17.1% Hispanic.  However, since the
1980s, there has been a large influx of immigration from Mexico and Central America which
have outnumbered the blacks in South Los Angeles.  South Los Angeles, as well as neighboring
communities such as the city of Compton that were home to predominant African American
populations are now transforming into Hispanic communities.
 
Religion

According to a 2014 study by the Pew Research Center Christianity is the most prevalently
practiced religion in Los Angeles (65%).  The Roman Catholic Archbishop of Los Angeles leads
the largest archdiocese in the country.  Cardinal Roger Mahony oversaw construction of the
Cathedral of Our Lady of the Angels, which opened in September 2002 in downtown Los
Angeles.  Construction of the cathedral marked a coming of age of the city's Catholic, heavily
Latino community. There are numerous Catholic churches and parishes throughout Los
Angeles.

Hollywood Redevelopment Project Area Overview

The 1,107-acre Hollywood Redevelopment Project is located approximately six miles northwest
of the Los Angeles Civic Center at the foot of the Hollywood Hills. The project is generally
bounded by Franklin Avenue on the north, Serrano Avenue on the east, Santa Monica
Boulevard and Fountain Avenue on the south and La Brea Avenue on the west.  The
Redevelopment Plan for the area sets forth an array of goals that include encouraging economic
development; promoting and retaining the entertainment industry; revitalizing the historic core;
preserving and expanding housing for all income groups; meeting social needs of area
residents; providing urban design guidelines; and preserving historically significant structures. 
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residents; providing urban design guidelines; and preserving historically significant structures. 

The project is included in the CRA/LA Hollywood & Central Regional Area.

The Hollywood Redevelopment Plan was adopted by the Los Angeles City Council on May 7,
1986. This plan sets forth an array of goals that include encouraging economic development;
promoting and retaining the entertainment industry; revitalizing the historic core; preserving and
expanding housing for all income groups; meeting social needs of area residents; providing
urban design guidelines; and preserving historically significant structures. 

The Hollywood & Central Region is comprised of seven project areas, including East
Hollywood/Beverly Normandie, Hollywood, Mid-City Corridors, Pico Union 1, Pico Union 2,
Westlake and Wilshire/Korea Town.  There are 17 priority projects in this region, including
affordable housing, economic development and living wage job creating commercial
development public improvements and cultural enhancements.

To stimulate economic development that creates well paying jobs and provides needed
commercial and social services. Improve the quality and affordability of the housing stock, and
improve public infrastructure. Create transit oriented neighborhoods with a balance of jobs and
housing.

Most of the regions redevelopment projects area are located west of the 110 (Hollywood)
Freeways and south of the Hollywood hills. The region centers on the Wilshire Center
/Koreatown communities, and its Mid-City Corridors project extend south of Interstate 10 along
Washington and Adams Boulevards. The MTA "Red Line" subway system is the transportation
spine of the region, with 8 station areas in the project areas between Mac Arthur Park/Alvarado
Street and Hollywood and Highland.

Currently, the new area projects have created new places of employment within the areas, and
provide a very stable employment base with people able to walk to work, bicycle, use surface or
underground transportation or take a short drive to work.  Shopping has always been available
in the Hollywood area with small neighborhood convenience stores, major grocery and retail
shopping is available in the adjacent communities with a short drive east on Hollywood
Boulevard or south along Sunset Boulevard and Santa Monica Boulevard.  There is an under
construction Target store on Sunset and Highland that is currently stalled due to neighborhood
opposition, due to its height of 74 feet, when the zoning has a maximum height of 35 feet. 
Target plans on finishing the project or tearing it down an rebuilding to the 35 foot height
restriction.  The Target will bring a retail and grocery sale alternative to the Hollywood area. 
This will provide more employment stability, employment and shopping choices.  

The area has elementary, middle and high schools to provide an educational base to the area,
the schools are sprinkled through the area.  

Public transportation is provided by above and underground transit.  

Recreational facilities such as night clubs, restaurants, movie theatres and all forms of
recreation are provided in Hollywood.  

Utilities are readily available in the subject market as the area is within the City of Los Angeles.  

Property compatibility is average for an older community in a urban location, this is due to the
staggered development of Hollywood between roughly 1890 and the 1960's and redevelopment
over the last 15 or so years.  Protection from detrimental condition is average for Los Angeles
even though Hollywood is a daytime and night time tourist and recreational area.  

Police and fire protection are good as the community is located in an urban environment.  The
general appearance of properties change on a block by block basis, due to the ongoing
redevelopment in Hollywood some blocks are old and worn, while others have been
redeveloped or have updated housing mixed with older properties of varying conditions.  

The Hollywood Entertainment District is a ten-year Business Improvement District (BID) that
stretches along the world-famous Walk of Fame and spans historic Hollywood Boulevard, from
the LaBrea Avenue Gateway on the west to the Hollywood 101 Freeway on the east.  Many of
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the LaBrea Avenue Gateway on the west to the Hollywood 101 Freeway on the east.  Many of

Hollywood’s famous landmarks are located in the HED – the epicenter of the entertainment
capital of the world and birthplace of the movie industry.  The HED was formed in 1996 by a
small group of visionary property owners as one of the first BIDs in the state.  It has been
renewed three times since then, and has been authorized by a Los Angeles City ordinance to
operate through December 31, 2018. This District has served as a fundamental underpinning to
the overall Hollywood revitalization success story.  The BID is funded by more than 500 property
owners. The annual budget of $3.5 million is used primarily for private security and maintenance
services.

The most heavily redeveloped area of Hollywood is the Hollywood Entertainment District which
provides tourist venues, various museums, theatres both live and cinematic, the Hollywood Bowl
for concerts in the out of doors, restaurants, cafes, live/work space, new rental units,
condominiums, hotels, motels, office space, retail space and various other improvements and
venues.

The Hollywood Community Plan

The Hollywood Community Plan is a 227 page document that is available at the following web
site.  This document was a major influence in the final valuation of the subject property.

http://cityplanning.lacity.org/cpu/hollywood/February172012Exhibits/Exhibit%20B_Hollywood%2
0Communuty%20Plan%20Proposed%20Plan%20Text%20-%20Approved%20by%20CPC.pdf

The Hollywood Real Estate Market

At the current time Hollywood has a very active real estate market.  Overall, in the past year
there were at least 296 properties that changed hands in Hollywood, this includes single family
homes, condominiums and income generating properties.  These properties had an average
marketing time of just 70 days.  Retail, office and commercial leases and sales were also active
in the market, but these properties take longer to sell due to the due diligence period. 
Hollywood, definitely has a major market appeal caused by it's world-wide notoriety, ongoing
redevelopment and its planned long-term growth, increasing prices and better security as
provided by the Los Angeles Police Department and private security forces.

Hollywood has long been known as the center of the world’s entertainment industry.  The movie
industry discovered Hollywood in the early 20th century due to its weather, year round sunshine,
rare rainy days, temperate climate and available cheap land and plenty of it.  Over the years
Hollywood grew and expanded with more and more film companies coming to Hollywood and
the surrounding communities.  At the current time there are major studio facilities in nearby
Universal City, Burbank, Studio City and Culver City with many post production companies,
sound studios and stages and numerous businesses that depend on the Hollywood
entertainment industry.  

The Paramount Studios is the only one of the “Big Six” studios that still calls Hollywood home. 
Paramount was founded in 1911 followed the next year by Universal Studios.  The “Big Six”
consist of Paramount Studios, Columbia Pictures in Culver City, 20th Century Fox in West Los
Angeles, Universal Studios in Universal City, Warner Brothers and Disney who are both located
in Burbank.  The Sunset Gower Studios is the largest independent studio with 12 sound stages
on a 14 acre site in Hollywood.  The centralized location of Hollywood has always made it very
desirable to the studios, who utilize the talent in post-production, editing, music, foley and other
specialties within the community.

In the 1960’s Hollywood lost a lot of its luster due to a change in the economic base within the
neighborhood.  People started to move away from the city to the suburbs as the freeway system
expanded into the San Fernando Valley, San Gabriel Valley and other similar locations.  As the
people left Hollywood, buildings were left partially or totally vacant.  This created a magnet for
the homeless, illegal immigrants, psychologically injured veterans coming back from Viet Nam,
immigrant’s from war torn countries like Viet Nam and Cambodia, runaways, the criminal
element, drug sellers and users, prostitutes and their pimps and other displaced families and
individuals.
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In 1986 an effort to revitalize the area, a coalition of residents and individuals interested in
restoring Hollywood to its former glory and the reestablishment of Hollywood as the center of the
entertainment industry came together to plan for the areas future.  After many starts and stops,
and a new coalition suing the City of Los Angeles to cut back on redevelopment of the area, the
Hollywood area is now quickly becoming a center of entertainment, dining, tourist activity, new
housing, new offices, new hotels and numerous area upgrades and renovations.  Hollywood is
now a model of urban revitalization bringing together educational, retail, hospitality and
residential properties to form an eclectic neighborhood.  

Hollywood is a thriving creative community with Capital Records, Neuehouse, We Work, Live
Nation, Trailer Park and Caviar L.A. as new and expanding major employers.  Sixteen
institutions of higher learning, the Metro with two subway stops, each having more than
1,000,000 annual riders and Hollywood’s 6,100,000 unique visitors annually, show evidence that
the area is surely improving.  

Since 2000 the Hollywood area has seen $2.2 billion in development of major retail,
commercial, hospitality and business projects, another $1.0 billion in projects are under way with
another $1.6 billion in projects in the pipeline.  Since 2000 we have seen an increase of 29% in
hotel rooms, with an 81% occupancy rate, this exceeds the country average by 5%.  This is
attributable to an uptick in corporate and group travel and strong convention and meeting
business.  

Between 2010 and 2014 we have seen three new hotels the W Hotel, Lowes, and Redbury
Hotel, with a major renovation of the Hollywood Roosevelt Hotel which was the original home of
the Academy awards in 1929.  

Office Space:  There are 2.0 million square feet of office in Hollywood, with another 700,000
under construction and another 1.2 million square feet in development.

Residential:  In 2010 there were 3,700 residential units in Hollywood, currently there are 5,100
units, by 2020 there are projected to be 8,600 residential units in Hollywood.

Residents:  In 2010 there were 5,550 residential units in Hollywood, currently there are 7,650
residential units, and by 2020 there are projected to be 12,900 residential units in Hollywood.

Trade area demographics:  Within a three mile radius of Sunset and Vine there are nine zip
codes, with projected population trade area of 340,000, these residents are under served in the
retail sector.  The upper half of the population has household income of between $50,000 and
$150,000 per year, with 6,700 households having annual income of more than $150,000 per
year.  Due to the number of schools in the area 37% of the population is between 18 to 29 years
old.  65% of the residents are single.  This three mile trade area includes the high end
neighborhoods of Hollywood Hills, Hancock Park, Windsor Square, Whitley Heights, and
Larchmont Village, Outpost Estates, part of West Hollywood and others.

The Hub:  This area of Hollywood is located along Hollywood Boulevard from La Brea Avenue
to Orange Drive.  This area is Hollywood’s live/work neighborhood with neighborhood amenities.

The Tourist Center:  This area is anchored by Hollywood Boulevard and Highland Avenue,
between Orange Avenue and Las Palmas Avenue.  The area is the center of the tourist area of
Hollywood and is the location of Grauman’s Chinese Theatre with the hand and foot
impressions of many of Hollywood’s stars, Madam Tussauds Wax Museum, Hollywood
Museum, Jimmy Kimmel Live, the El Capitan Theatre, the Roosevelt Hotel, Lowes Hotel,
Guinness World Records Museum, Ghirardelli  Chocolates, the Hollywood star walk of fame, the
Dolby Theatre which is a live-performance auditorium in the Hollywood and Highland shopping
mall and entertainment complex, on Hollywood Boulevard and North Highland Avenue.  Since
its opening on November 9, 2001, the theater has hosted the Academy Awards ceremonies (the
Oscars), which were initially held there in March 2002.  It is the first permanent home for this
annual awards ceremony.

Cahuenga Corridor:  This eclectic neighborhood is along Cahuenga Boulevard between
Hollywood Boulevard and Sunset Boulevard.  The subject property is in this area, just one half
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Hollywood Boulevard and Sunset Boulevard.  The subject property is in this area, just one half

block south of Hollywood Boulevard.  This area is Hollywood’s prototype revitalization effort,
driven by property owner collaboration.  This energized stretch of retail and restaurants offer an
urban ambiance with a pedestrian friendly street scene.  Plans call for major landscaping along
the sidewalks to create a friendly, pleasant tree lined street with seating areas.

Selma Street:  Selma Street is one-half block south of the subject property and is home to the
Hollywood farmers market on Sundays between Cahuenga Boulevard and Morningside Court. 
Selma Street is an emerging walkable neighborhood, and is planned to be a pedestrian-friendly
tree lined streetscape with an eclectic offering of retail, restaurants and public services.  This
street is a quiet insiders corridor that links the east and west neighborhoods of Hollywood.

Hollywood and Vine:  This is the center of Hollywood’s revitalization and intersection of two
historic world famous Hollywood streets.  The area runs along Hollywood Boulevard from
Cahuenga Boulevard to El Centro Avenue, and features residences, restaurants, more retail,
live theatre, and other venues.

As is evidenced by the above, Hollywood is quickly regaining its place in the world as a major
tourist area with numerous entertainment, shopping and dining choices.  This tends to make
properties appreciate, vacancies drop, rent increase, in migration to occur, more money to go
into the area as investments, businesses increase sales and revenues.  The projected growth in
the area will have a tendency to spread into the adjacent communities and continue to enhance
the adjacent areas.   

The Hollywood Real Estate Market

The Hollywood residential real estate market is very active, in the past twelve months a total of
100 single family homes sold.  The sold properties ranged from $380,000 to $2,650,000 with a
median price of $816,950 and an average marketing time of only 57 days.  At the current time
there are only 15 active listing in Hollywood, they are priced from $499,000 to $2,485,000 with a
median price of $829,000, these properties tend to sell within 60 days.  With an absorption rate
of 8.33 units per month over the past year, the current supply of active properties has only a
1.80 months supply of property on the market.  

In the past twelve months a total of 40, 2-4 unit properties sold in Hollywood.  The sold
properties ranged from $487,000 to $1,665,000 with a median price of $894,500 and an
average marketing time of only 89 days.  At the current time there are 27 active listing of 2-4 unit
properties in Hollywood, they are priced from $569,000 to $3,150,000 with a median price of
$1,125,000, at this time the average days on the market is 73.  With an absorption rate of 3.33
units per month over the past year, the current supply of active properties has a 8.11 months
supply of property in the market.  Mortgages are readily available in all price levels.  Overall, the
market is viewed as a vibrant market with a good deal of activity.  Many of the lower priced
properties are purchased as tear-down properties, exclusively for the purpose of removing the
existing improvements and building much larger properties with more units.  

• GP 2-4 Unit : Description of the Improvements - Additional Features   

The subject property consists of two buildings with four first floor units, two in each building and
large parking area between the buildings which provides six tandem parking spaces.  The unit
mix consists of four, one bedroom, one bathroom units, with an average size of 699 square feet,
this is reasonable size for one bedroom units, and is acceptable in the market.  At the time of
inspection 7:00 AM, Sunday, March 20, 2016, all of the units were reported to be occupied.    

• GP 2-4 Unit : Description of the Improvements - Property Condition   

The subject property consists of two buildings with two units each all of the units are reported to
be one bedroom, one bathroom units which consist of a living room, kitchen, bedroom and
bathroom.  The units are typical to the area.  The kitchen have not been updated and have
range/ovens, disposals, fans, wood cabinetry and tile counters.  The bathrooms are older style
and have not been updated, the floors are a mix of ceramic tile or ceramic tile covered with
linoleum.  The floors are carpeted, the windows are older wood frame windows, all of the units
have their own wall furnaces.  The roof and exterior appear to be in average condition as are the

Serial# 3D9904E4

General Text Addendum

Form TADD - "TOTAL" appraisal software by a la mode, inc. - 1-800-ALAMODE

LA553401101316

Gordon Street Condos LLC

1200 Gordon St

Los Angeles Los Angeles CA 90038-1910

Napa Industries, LLC

Owner

Client

Property Address

City County State Zip Code

File No.

Serial# 3D9904E4

Case 1:18-bk-10096-MB    Doc 25    Filed 02/20/18    Entered 02/20/18 16:47:03    Desc
 Main Document      Page 120 of 185



have their own wall furnaces.  The roof and exterior appear to be in average condition as are the

individual units.

• GP 2-4 Unit: Subject Rent Schedule - Comments on Lease Data

No adjustments were necessary to compare the comparable units to the subject.  The three
comparables formed an overall rental range of between $1.48 to $3.01 per square foot per
month (PSFM), this is a reasonable range of rentals based upon the fact that some properties
have long term tenants with some newer tenants having rents many times that of the long term
rent control tenant.  We are of the opinion that the subject rents lie within the range presented
by the comparables. 

Similar and Comparable Rentals

1127 Lillian Way #4, 700 sq.ft., 1/1, $1,350 per month, $1.93 PSF, leased 9/10/2015.
6055 1/2 Selma Ave., 700 sq.ft., 1/1, $1,550 per month, $2.21 PSFM, leased 2/16/2016.
6615 Fountain Ave., 702 sq.ft., 1/1, $1,900 per month, $2.71 PSFM leased 1/20/2016.

Recently leased units similar to those in the subject property have rented between $1.93 and
$2.71 PSFM.  This statistic narrows the subject's projected market rent substantially.  Based on
a review of the rentals in the comparables and the above three rentals, It is our opinion that the
indicated rental for the subject units in today's market is approximately is $2.50 PSFM or $1,750
per unit per month.  This projected rent is used in the income approach to value.   

• GP Residential: Sales Comparison Approach - Summary of Sales Comparison Approach

We attempted to obtain four plex unit sales in the Hollywood area specifically, as properties in
Hollywood are enjoying a regeneration due to the Hollywood general plan which was noted and
discussed in the neighborhood discussion.

We did find four, four plex property sales which occurred within the past twelve months;
however, three of the properties were eliminated as follows:  1630 Alexandria Avenue, the
property was a two-story building with four units, the property was 4,705 square feet and judged
to be to large to compare to the subject.  905 Wilcox Avenue, the property was a one-story
building with four units, the property was also 4,705 square feet and judged to be to large to
compare to the subject.  1168 N Westmoreland Avenue, the property was a two-story building
with four units, the property was 4,705 square feet and judged to be to large to compare to the
subject.

 The comparables presented were the best available at the time of the appraisal.  Comparables
1, 2 and 3 were normal sales and were used to value the subject property.  Comparable number
4 was an unoccupied probate sale property and used to represent the demand for properties in
the area.  All of the comparables were adjusted at 1% per month for a time of sale adjustment
that will adjust the comparables and bring them to the current date of valuation.  All of the
comparables were adjusted for lot size at $100 per square foot.  All of the comparables were
adjusted for square footage at $100 per square foot.  Comparable 2-4 were adjusted for unit
count at 25% of the properties indicated price per unit.  All of the comparables were adjusted for
parking as necessary at $10,000 per garage, $5,000 per carport, and $10,000 per parking
space to the subject property.  After making all of the adjustments a range of value of
$1,249,000 to $1,514,500 was indicated for the subject property.  The comparables have a
range of value of $265,500 or 21.26% this is a rather wide range of values.  In order to value the
subject property we will eliminate comparable number four as it was a probate sale not an
arms-length transaction as were comparable sales 1-3.  Based on an analysis of the three
comparables, we are of the opinion that we can formulate a credible value for the subject
property.  After making all of the adjustments a range of value of $1,249,000 to $1,435,000 was
indicated for the subject property.  The comparables have a range of value of $265,500 or
14.89% which is within a reasonable range of values to derive a value for the subject property. 
The final analyst and correlation of value is on the following page.    

Serial# 3D9904E4

General Text Addendum

Form TADD - "TOTAL" appraisal software by a la mode, inc. - 1-800-ALAMODE

LA553401101316

Gordon Street Condos LLC

1200 Gordon St

Los Angeles Los Angeles CA 90038-1910

Napa Industries, LLC

Owner

Client

Property Address

City County State Zip Code

File No.

Serial# 3D9904E4

Case 1:18-bk-10096-MB    Doc 25    Filed 02/20/18    Entered 02/20/18 16:47:03    Desc
 Main Document      Page 121 of 185



The following valuation of the subject property is based exclusively on comparables one, two
and three.  The comparables were given weight based on the number of adjustments and the
amount of the adjustments.  The following calculations were based on the weighted values of
the comparables:

Comparable:  Adjusted Value X Comparable Weight =  Contributory Value Of Comparable 

       # 1             $1,249,000     X        34.99%             =                   $   437,025
       # 2             $1,385,000     X        31.47%             =                   $   435,870
       # 3             $1,435,000     X        33.54%             =                   $   477,945

The resulting total of the adjusted and weighed comparables is:    $1,350,830

                                                                                               Rounded to:        $1,350,000

The comparable sales approach to value indicates a value of $1,350,000 for the subject as of
March 20, 2016, the effective date of the appraisal in its "as is" condition.   

The comparables did not transfer in the 12 months prior to their currently noted sales dates.   

• About SureDocs Signature
This appraisal report has been electronically signed using SureDocs by a la mode.  It is
as valid and legally enforceable as a wet ink signature on paper.  You can verify the
authenticity of this report online at www.SureDocs.com/Validate.
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Thomas I. Milwicz 11856 Balboa Boulevard, Suite116, Granada Hills, CA 91344

STATEMENT OF ASSUMPTIONS & LIMITING CONDITIONS
- The appraiser will not be responsible for matters of a legal nature that affect either the property being appraised or the title to it. The appraiser 
assumes that the title is good and marketable and, therefore, will not render any opinions about the title. The property is appraised on the basis 

of it being under responsible ownership.
- The appraiser may have provided a sketch in the appraisal report to show approximate dimensions of the improvements, and any such 
sketch is included only to assist the reader of the report in visualizing the property and understanding the appraiser's determination of its size. 
Unless otherwise indicated, a Land Survey was not performed.

- If so indicated, the appraiser has examined the available flood maps that are provided by the Federal Emergency Management Agency (or 
other data sources) and has noted in the appraisal report whether the subject site is located in an identified Special Flood Hazard Area. 
Because the appraiser is not a surveyor, he or she makes no guarantees, express or implied, regarding this determination.

- The appraiser will not give testimony or appear in court because he or she made an appraisal of the property in question, unless specific 
arrangements to do so have been made beforehand.

- If the cost approach is included in this appraisal, the appraiser has estimated the value of the land in the cost approach at its highest and 
best use, and the improvements at their contributory value. These separate valuations of the land and improvements must not be used in 
conjunction with any other appraisal and are invalid if they are so used. Unless otherwise specifically indicated, the cost approach value is not 
an insurance value, and should not be used as such.
- The appraiser has noted in the appraisal report any adverse conditions (including, but not limited to, needed repairs, depreciation, the 
presence of hazardous wastes, toxic substances, etc.) observed during the inspection of the subject property, or that he or she became aware 
of during the normal research involved in performing the appraisal. Unless otherwise stated in the appraisal report, the appraiser has no 
knowledge of any hidden or unapparent conditions of the property, or adverse environmental conditions (including, but not limited to, the 
presence of hazardous wastes, toxic substances, etc.) that would make the property more or less valuable, and has assumed that there are no 
such conditions and makes no guarantees or warranties, express or implied, regarding the condition of the property. The appraiser will not be 
responsible for any such conditions that do exist or for any engineering or testing that might be required to discover whether such conditions 
exist.  Because the appraiser is not an expert in the field of environmental hazards, the appraisal report must not be considered as an 
environmental assessment of the property.

- The appraiser obtained the information, estimates, and opinions that were expressed in the appraisal report from sources that he or she 
considers to be reliable and believes them to be true and correct.  The appraiser does not assume responsibility for the accuracy of such items 
that were furnished by other parties.

- The appraiser will not disclose the contents of the appraisal report except as provided for in the Uniform Standards of Professional Appraisal 
Practice, and any applicable federal, state or local laws.

- If this appraisal is indicated as subject to satisfactory completion, repairs, or alterations, the appraiser has based his or her appraisal report 
and valuation conclusion on the assumption that completion of the improvements will be performed in a workmanlike manner.

- An appraiser's client is the party (or parties) who engage an appraiser in a specific assignment. Any other party acquiring this report from the 
client does not become a party to the appraiser-client relationship. Any persons receiving this appraisal report because of disclosure 
requirements applicable to the appraiser's client do not become intended users of this report unless specifically identified by the client at the 
time of the assignment.

- The appraiser's written consent and approval must be obtained before this appraisal report can be conveyed by anyone to the public, through 
advertising, public relations, news, sales, or by means of any other media, or by its inclusion in a private or public database. 

- An appraisal of real property is not a 'home inspection' and should not be construed as such. As part of the valuation process, the appraiser 
performs a non-invasive visual inventory that is not intended to reveal defects or detrimental conditions that are not readily apparent. The 
presence of such conditions or defects could adversely affect the appraiser's opinion of value. Clients with concerns about such potential 
negative factors are encouraged to engage the appropriate type of expert to investigate.

The Scope of Work is the type and extent of research and analyses performed in an appraisal assignment that is required to produce credible 
assignment results, given the nature of the appraisal problem, the specific requirements of the intended user(s) and the intended use of the 
appraisal report.  Reliance upon this report, regardless of how acquired, by any party or for any use, other than those specified in this report 
by the Appraiser, is prohibited. The Opinion of Value that is the conclusion of this report is credible only within the context of the Scope of 
Work, Effective Date, the Date of Report, the Intended User(s), the Intended Use, the stated Assumptions and Limiting Conditions, any 
Hypothetical Conditions and/or Extraordinary Assumptions, and the Type of Value, as defined herein. The appraiser, appraisal firm, and 
related parties assume no obligation, liability, or accountability, and will not be responsible for any unauthorized use of this report or its 
conclusions.

Under USPAP Standards Rule 2-2(b), this is a Restricted Appraisal Report, and is intended only for the sole use of the named client. There 
are no other intended users. The client must clearly understand that the appraiser's opinions and conclusions may not be understood 
properly without additional information in the appraiser's work file.

In developing this appraisal, the appraiser has incorporated the Sales Comparison Approach and the Cost Approach to Value.  The appraiser 
has excluded the Income Approaches to Value, due to being inapplicable given the limited scope of the appraisal.  The appraiser has 
determined that this appraisal process is not so limited that the results of the assignment are no longer credible, and the client agrees that 
the limited scope of analysis is appropriate given the intended use.

Additional Comments (Scope of Work, Extraordinary Assumptions, Hypothetical Conditions, etc.):
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Thomas I. Milwicz 11856 Balboa Boulevard, Suite116, Granada Hills, CA 91344

APPRAISER'S CERTIFICATION
I certify that, to the best of my knowledge and belief:
- The statements of fact contained in this report are true and correct.
- The credibility of this report, for the stated use by the stated user(s), of the reported analyses, opinions, and conclusions are limited only by 

the reported assumptions and limiting conditions, and are my personal, impartial, and unbiased professional analyses, opinions, and 
conclusions.
- I have no present or prospective interest in the property that is the subject of this report and no personal interest with respect to the parties 
involved.
- Unless otherwise indicated, I have performed no services, as an appraiser or in any other capacity, regarding the property that is the subject 
of this report within the three-year period immediately preceding acceptance of this assignment.
- I have no bias with respect to the property that is the subject of this report or to the parties involved with this assignment.
- My engagement in this assignment was not contingent upon developing or reporting predetermined results.
- My compensation for completing this assignment is not contingent upon the development or reporting of a predetermined value or direction 
in value that favors the cause of the client, the amount of the value opinion, the attainment of a stipulated result, or the occurrence of a 
subsequent event directly related to the intended use of this appraisal.
- My analyses, opinions, and conclusions were developed, and this report has been prepared, in conformity with the Uniform Standards of 
Professional Appraisal Practice that were in effect at the time this report was prepared.
- I did not base, either partially or completely, my analysis and/or the opinion of value in the appraisal report on the race, color, religion, 
sex, handicap, familial status, or national origin of either the prospective owners or occupants of the subject property, or of the present 
owners or occupants of the properties in the vicinity of the subject property.
- Unless otherwise indicated, I have made a personal inspection of the property that is the subject of this report.
- Unless otherwise indicated, no one provided significant real property appraisal assistance to the person(s) signing this certification.

Additional Certifications:

DEFINITION OF MARKET VALUE *:
Market value means the most probable price which a property should bring in a competitive and open market under all conditions requisite 
to a fair sale, the buyer and seller each acting prudently and knowledgeably, and assuming the price is not affected by undue stimulus. 
Implicit in this definition is the consummation of a sale as of a specified date and the passing of title from seller to buyer under conditions 
whereby:
1. Buyer and seller are typically motivated; 
2. Both parties are well informed or well advised and acting in what they consider their own best interests; 
3. A reasonable time is allowed for exposure in the open market;
4. Payment is made in terms of cash in U.S. dollars or in terms of financial arrangements comparable thereto; and 
5. The price represents the normal consideration for the property sold unaffected by special or creative financing or sales concessions 
granted by anyone associated with the sale. 
* This definition is from regulations published by federal regulatory agencies pursuant to Title XI of the Financial Institutions 
Reform, Recovery, and Enforcement Act (FIRREA) of 1989 between July 5, 1990, and August 24, 1990, by the Federal Reserve System 
(FRS), National Credit Union Administration (NCUA), Federal Deposit Insurance Corporation (FDIC), the Office of Thrift Supervision (OTS), 
and the Office of Comptroller of the Currency (OCC). This definition is also referenced in regulations jointly published by the OCC, OTS, 
FRS, and FDIC on June 7, 1994, and in the Interagency Appraisal and Evaluation Guidelines, dated October 27, 1994.

Paul Morady Napa Industries, LLC

pmorady@sbcglobal.net 5739 Kanan Road, Suite 292, Agoura Hills, CA 91301

Thomas I. Milwicz

California State Certified General Real Estate Appraiser

(818) 416-6600

thomasimg@gmail.com

03/23/2016

AG008920 CA

California State Certified General Real Estate Appraiser

05/07/2018

3/20/2016
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APPRAISER DISCLOSURE STATEMENT

File No.

Name of Appraiser:

Class of Certification/Licensure: Certified General

Certified Residential

Licensed Residential

Temporary General Licensed

Certification/Licensure Number:

Scope: This Report is within the scope of my Certification or License

is not within the scope of my Certification or License

Service Provided By: Disinterested & Unbiased Third Party

Interested & Biased Third Party

Interested Third Party on Contingent Fee Basis

Signature of person preparing and reporting the Appraisal:

This form must be included in conjunction with all appraisal assignments or specialized services

performed by a state-certified or state-licensed real estate appraiser.
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Rough sketch of improvements showing location of units.

TOTAL Sketch by a la mode, inc. Area Calculations Summary

Living Area Calculation Details

 Lexington Avenue 1356 Sq ft  36.6 × 37 = 1356

Gordon Avenue 1440 Sq ft  38.9 × 37 = 1440

Total Living Area (Rounded): 2796 Sq ft
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Sale Comparable Photos 1-3
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1200 Gordon St

Los Angeles Los Angeles CA 90038-1910

Napa Industries, LLC

Comparable   1

Prox. to Subject

Sales Price

Gross Living Area

Total Rooms

Total Bedrooms

Total Bathrooms

Location

View

Site

Quality

Age

1347 N  Citrus Avenue

1.18 miles W

1,265,000

3,633

12

4

4

Good

Street

7,069 sf

Average for age

93

Google Photograph Used

Comparable   2

Prox. to Subject

Sales Price

Gross Living Area

Total Rooms

Total Bedrooms

Total Bathrooms

Location

View

Site

Quality

Age

1002 N. Hudson Avenue

0.73 miles W

1,150,000

2,359

Good

Street

6,813 sf

Average for age

95

3/20/2016 TIM

Comparable   3

Prox. to Subject

Sales Price

Gross Living Area

Total Rooms

Total Bedrooms

Total Bathrooms

Location

View

Site

Quality

Age

838 N. Ridgewood Place

0.53 miles SE

1,265,000

2,386

14

6

4

Good

Street

5,790 sf

Average for age

67

3/20/2016 TIM

Owner

Client

Property Address

City County State Zip Code

Serial# 3D9904E4
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Comparable Photo Page

Gordon Street Condos LLC

1200 Gordon St

Los Angeles Los Angeles CA 90038-1910

Napa Industries, LLC

Comparable 4

Sales Price

G.B.A.

Age/Yr. Blt.

836 Mc Cadden Place

1,370,000

2,424

93

3/20/2016 TIM

Owner

Client

Property Address

City County State Zip Code

Serial# 3D9904E4
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Serial# 3D9904E4

3/20/2016

Gordon Street Condos LLC

Napa Industries, LLC

2,796

Good

96

Average

12

4

4

Thomas I. Milwicz

3/20/2016

1,350,000

Thomas I. Milwicz

11856 Balboa Boulevard, Suite116, Granada Hills, CA 

91344

3D9904E4

03/23/2016

Form SDVERIFY - "TOTAL" appraisal software by a la mode, inc. - 1-800-ALAMODE

This appraisal report has been electronically signed using SureDocs by a la mode. It is as valid and legally enforceable as
a wet ink signature on paper, with a number of clear advantages. First, SureDocs helps to make identity theft and fraud a

thing of the past. By using advanced third party identity verification from Equifax, you can be assured that the appraiser

signing this report is really who they say they are. Plus, you can verify that the salient data points of the report have not

been altered in any way.

To verify the integrity of this document, visit www.SureDocs.com/Validate. Enter the Serial Number and Signer Name for
this document that are listed below.

SureDocs will generate a report showing the profile of the appraiser(s) who signed the report, the date and time the

signatures were applied, and the salient data from the report at the time of signing. Comparing the report information

in SureDocs to the document you have in hand will quickly reveal if any tampering has taken place.

The report below is an example of what you would see when verified by SureDocs.

Salient Data:

Date of Sale:

Borrower:

Lender:

Size (Sq.Ft):

Price Per Square Foot:

Location:

Age:

Condition:

Total Rooms:

Bedrooms:

Baths:

Appraiser:

Effective Date of Value ('as of'):

Final Opinion of Value:

Signer 1:

Signature:

Serial #:

Date Signed:

Signer 2:

Signature:

Serial #:

Date Signed:

Serial# 3D9904E4
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United States Bankruptcy Court, D. Wyoming.

In re RIVERMEADOWS ASSOCIATES, LTD.,
a California Limited Partnership, Debtor.

No. 95-20322.
|

Feb. 26, 1996.
|

Order Denying Reconsideration
and Clarification March 11, 1996.

Attorneys and Law Firms

Georg Jensen, Cheyenne, WY.

Brown, Drew, Massey & Sullivan, Casper, WY.

Opinion

DECISION ON MOTION FOR APPROVAL
OF COMPROMISE AND SETTLEMENT

AND MOTION TO SELL PROPERTY FREE
AND CLEAR OF LIENS AND INTEREST

PETER J. McNIFF, Bankruptcy Judge.

*1  THESE MATTERS came before the court on the
motion of Thomas M. Falcey, the chapter 11 trustee of this
estate, for approval of a compromise and settlement and
for authority to sell property free and clear of liens and the
interest of Donald H. Albrecht. The court has considered
the evidence presented, the arguments of counsel and for
the reasons set forth, grants both motions.

JURISDICTION

This court has jurisdiction of these matters pursuant to
28 U.S.C. §§ 157(a) and 1334. These matters are core
proceedings within the meaning of § 157(b)(2)(A), (N), &
(O).

FACTS

Background

Rivermeadows Associates, Ltd., (RAL) is a California
limited partnership which filed a chapter 11 bankruptcy in
the Central District of California on January 17, 1995. On
May 12, 1995 the case was transferred to the District of
Wyoming. Immediately thereafter some creditors moved
for the appointment of a chapter 11 trustee. After the
motion was granted the United States trustee appointed
Mr. Falcey.

This complex estate is involved in numerous legal disputes,
including the litigation which Mr. Falcey seeks to resolve
by settlement. The trustee proposes to settle two (2)
lawsuits between the estate, two (2) corporations both
named Rivermeadows, Inc., and Mr. Albrecht on the one
hand, and Edmund Opler, Jr., Patricia Ann Opler, World's
Finest Chocolates, Inc., (WFC) and two (2) Opler living
trusts on the other. The trustee refers to these cases as the
Opler litigation.

The substance of both cases is essentially identical, but
the active litigation is taking place in the United States
District Court for the District of Wyoming. The other
case is pending in the United States District Court for the
Northern District of Illinois. The claims and positions of
the parties are described thoroughly in the trustee's motion
and in an order issued by the United States District Court
in Wyoming. The Edmund Opler, Jr. Living Trust v. Donald
H. Albrecht, No. 93-CV-0199-B, Order on Motions for
Summary Judgment at 13 (D. Wyo. May 30, 1995). Thus,
this court will not discuss them at length.

The claims and counterclaims arise out of a transaction for
the purchase of four lots in Teton County, Wyoming (Fish
Creek lots) by the Oplers from RAL in 1987. The purchase
price of $1,600,000 was paid and the lots were conveyed
by warranty deed. Oplers hold record title, subject to a
Notice of Lis Pendens executed jointly by RAL and Mr.
Albrecht, individually, which was recorded against the
lots. The disputes center around an alleged agreement
between Mr. Opler and Mr. Albrecht collaterally related
to the purchase.

When Mr. Falcey was appointed, the Wyoming litigation
was scheduled for trial three months hence. The United
States District Court had dismissed the claims against
WFC, but all other matters remained for trial. Mr. Falcey
employed Donald I. Schultz and Marilyn Kite of the law
firm of Holland and Hart to represent the estate in the
litigation.
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The attorneys also represented the trustee at settlement
negotiations with the Oplers. After three days of
settlement discussions held in late September, a settlement
agreement was reached which is now before this court for
approval along with the related motion to sell property of
the estate.

*2  The debtor objected to both motions. At the
hearing, the debtor moved the court for a continuance
pending the future presentation of a proposed postpetition
financing arrangement being procured by Mr. Albrecht.
Mr. Albrecht is the general partner of the debtor. The
court denied the motion.

Mr. Albrecht presented testimony and argument in
opposition to the settlement. The objections fall into three
basic areas. First, the debtor alleges that the settlement
was negotiated by counsel without sufficient contact with
and information from Mr. Albrecht and the debtor's
former litigation counsel, Gerald Mason. Thus, the debtor
asserts that the value of the claims against the Opler
parties has been underestimated. No concrete evidence
was presented to establish this allegation.

Second, the debtor contends that the settlement terms
themselves are vague and will lead to future disputes
with the Oplers or other parties. Last, the debtor raises
speculation concerning the possible consequences to the
estate from any future litigation between the Oplers and
Mr. Albrecht or RAL's previous counsel. The debtor
contends that future litigation could create claims by
the Oplers against other parties who would then seek
reimbursement from RAL. WFC has agreed to indemnify
the estate for such claims, but the Oplers have not.

The Settlement Agreement
The essential elements of the settlement agreement are:

1. The Oplers will convey the Fish Creek lots to RAL;

2. Both the Oplers and RAL will release and dismiss all
of their respective claims and counterclaims against each
other. RAL will release the lis pendens it recorded against
the lots. No cash payment will be made by either side;

3. If the trustee's motion to sell the Fish Creek lots is
approved, the trustee will convey, by trustee's deed, all
right title and interest of the estate in the lots to the Oplers

free and clear of liens and of the Notice of Lis Pendens
filed by Donald H. Albrecht, individually, against the lots
along with lifetime fishing rights;

4. If the motion to sell free and clear of liens and interest
is not approved, the trustee will grant the Oplers a
nonrecourse mortgage on the lots in the amount of their
current fair market value, established at $2,000,000;

5. The agreement essentially reinstates the 1987 status quo,
including the rights, obligations, and exceptions granted
by the original warranty deed from RAL to the Oplers;
and

6. All claims pending between the Opler parties
and Donald Albrecht and the two Rivermeadows
corporations will be unaffected by the settlement
agreement. WFC has agreed to indemnify the estate for
any third party claims against the estate which may result
from that or subsequent, related litigation.

The trustee characterizes the settlement as a “walk away”
agreement, subject to the obligations and rights already
in effect since 1987. The obligations of RAL include road
and utility improvements required by the Crescent H
Guest Ranch Subdivision - First Filing in Teton County
Plat No. 586. The trustee estimates the cost of this
construction at approximately $30,000.

The Evidence
*3  Most of the facts are undisputed. Mr. Falcey

conducted a thorough investigation into all aspects of
the claims between the Opler parties and the estate
prior to reaching the settlement agreement. Mr. Falcey
made his evaluation with the advice and assistance of
competent, experienced counsel and through consultation
with numerous other contacts.

He evaluated the cost and effect on the estate of continuing
the litigation, including the likely attorney fees of at least
$250,000 through the trial stage. His counsel evaluated
the legitimacy and value of all the claims and considered
whether the estate was likely to prevail on its claims.
Counsel also considered the credibility of the witnesses for
both sides when assessing the burdens of the litigation.
With the advice of the estate's bankruptcy counsel, Mr.
Falcey considered the impact of the ongoing litigation on
his ability to propose a confirmable reorganization plan.
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This estate does not have liquid assets with which to fund
the Opler litigation. Even though the estate is solvent, the
lack of cash is a significant factor in assessing settlement,
particularly because the prospects for success on the merits
are risky and long-term at best.

Through the in camera testimony, Mr. Falcey established
that his counsel would have been prepared for a trial if
necessary. This is in contrast to Mr. Albrecht's counsel
who were not preparing for trial at that time.

Mr. Albrecht's testimony concerning his willingness to
assist the trustee in trial preparation was not credible
and was contradicted. Mr. Schultz made numerous,
documented attempts to obtain feedback, input, and
information from Mr. Albrecht, without success. Yet,
there is no indication that this lack of input adversely
affected the terms of settlement or the attorneys' well-
supported assessment of the claims.

Mr. Schultz, an experienced litigation attorney, testified
concerning the indemnification provisions about which
the debtor objected. The indemnity provision with WFC
was negotiated and included because it is the entity
dismissed by the United States District Court with a
consequent, potential claim for malicious prosecution.
Mr. Schultz also opined that there is little chance the
Oplers have similar claims for malicious prosecution
because their case must still proceed to a trial on the
merits. The debtor's concern in this regard appears to the
court to be quite speculative.

Mr. Falcey is also well-informed concerning the
duties and responsibilities RAL is assuming under the
settlement agreement. The value set by the parties
for the Fish Creek Lots, $2,000,000, is supported
and reasonable. In both areas, the trustee obtained
background and assistance from realtors, the Teton
County Commissioners, members of the homeowners'
association, Teton County planning authorities, attorneys
expert in riparian and environmental matters, and his
own counsel. He has had informative conversations with
professionals familiar with these lots, with the real estate
market in Teton County, and with the general area under
development. The parties also obtained an appraisal of
the property by a qualified appraiser to assist in their
determination of value.

DISCUSSION

Approval of Compromise and Settlement
*4  The bankruptcy court has broad authority to approve

a compromise and settlement, and the decision is within
the court's discretion. In re Del Grosso, 106 B.R. 165, 167
(Bankr. N.D. Ill. 1989). The major issue for the court's
determination is whether the settlement is in the best
interests of the estate, with special consideration given
to the concerns of the estate's creditors. Id. Further, the
interest of the creditors is paramount to the interests of the
debtor (or equity holders). In re Foster Mortg. Corp., 68
F.3d 914, 917 (5th Cir. 1995), rehearing denied, (1996).

The court considers a number of criteria when reviewing
a motion to compromise a claim. American Employers'
Insurance Co. v. King Resources Co., 556 F.2d 471, 475
(10th Cir. 1977). The four (4) factors generally held
applicable to approval of a compromise in cases under
the Bankruptcy Code incorporate most of the ten (10)
criteria set out by the Tenth Circuit. The four factors are:
1) the probability of success if the claim is litigated; 2) the
complexity, expense, and duration of the litigation; 3) the
possible difficulty of collecting any judgment; and 4) all
other factors relevant to a full and fair assessment of the
proposed compromise including the views of the creditors.
In re Bowman, 181 B.R. 836, 843 (Bankr. D. Md. 1995).

With regard to the manner in which the settlement
was obtained, the court should consider that: 1) the
settlement was not collusive; 2) the proponents have
counsel experienced in similar cases; 3) there has been
sufficient discovery of the claims to enable counsel to
act intelligently; and 4) the number of objectors or their
interest is small. In re Del Grosso, 106 B.R. at 168.
Application of these standards require that the court
compare the terms of the settlement with the likely rewards
of the litigation. In re Foster Mortg. Corp., 68 F.3d at 917.

In this case there is no evidence that the settlement was
collusive. Both sides had experienced, competent counsel
fully apprised of all relevant matters.

The in camera testimony and affidavit established to the
court's satisfaction that counsel's advice to the trustee was
based on a thorough investigation. Adverse legal effects
from the proposed settlement appear to be minimal. Yet
there is a very real risk that the estate will not prevail on
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its claims despite protracted litigation and a risk that a
large judgment could be entered against the estate to the
detriment of all the creditors. This is not litigation where
the estate is assured of some likely recovery on its claims.

This agreement was crafted to put the estate in the
best position for moving forward. The Opler litigation
is complex and the claims are novel; a trial will cause a
financial drain on the estate even absent a likely appeal;
the risk of a significant judgment against the estate is very
real; and the likelihood that the estate will prevail on its
claims is questionable. The time involved in the litigation
alone was a drain on the trustee's resources, preventing
him from moving forward to solve the myriad of other
problems with which he is confronted.

*5  The settlement will have a positive effect on future
development of the estate's real property by removing an
encumbrance on the title to property which is part of the
overall development. The settlement may have a positive
effect on the ability of the estate to obtain future funding
by restoring confidence in the estate.

The trustee's rational and pragmatic approach will
demonstrate to the community and other's involved with
the estate that the litigiousness of Mr. Albrecht is a thing
of the past. None of these results is possible while the estate
is engaged in long, contentious litigation of uncertain
outcome.

The input from the homeowners' association was also
beneficial to the court. Their general satisfaction with the
settlement agreement is indicative of the positive effect the
settlement could have on other disputes in which the estate
is engaged.

The court agrees with Mr. Falcey that a settlement
between Mr. Opler and Mr. Albrecht is unlikely, and this
conclusion is supported by Mr. Albrecht's testimony. The
Albrecht and Opler relationship is so contentious that it
harms the estate, and any attempt to include Mr. Albrecht
in this settlement would make resolution impossible.

Mr. Albrecht clearly has a large financial interest in this
solvent estate, and a personal interest in the litigation.
Yet, this court is convinced that the settlement is in the
best interests of Mr. Albrecht as well. The agreement
protects Mr. Albrecht's ability to resolve his differences
with Mr. Opler independently. Removing the estate from

the dispute also eliminates the ongoing issue of which
party, the estate or Mr. Albrecht, has the duty to defend
the claims and pay for the litigation. Mr. Falcey is clearly
acting in the best interests of the estate and Mr. Albrecht,
as anything that benefits this estate benefits Mr. Albrecht
in the long run.

The debtor raised concerns about the lack of specificity in
some provisions of the settlement agreement. Particularly,
the debtor is concerned that the documents transferring
title and effectuating the provisions are not yet drafted,
that the debtor should have input into the document
language, and that the settlement should not be approved
until the terms are defined.

The trustee asserts that the expense of drafting the
documents should not be incurred until the agreement
is approved, and that the basic outline of the terms is
sufficiently described. The court concludes that the trustee
and his counsel are aware of the issues raised by the
debtor, understand the intent of the agreement, and can
draft the necessary terminology to the Oplers' and the
estate's mutual benefit. If the trustee wishes to obtain the
input of Mr. Albrecht he may do so, but as the legal
representative of the estate he is under no such obligation.

With regard to the debtor's concerns that the duties
undertaken by the estate are ambiguous, the court
concludes that the language is intended to and does
implement the status quo as of the 1987 warranty deed.
Although the cost of implementing the improvements
detailed in the original plat filing remains inexact, Mr.
Falcey did obtain a reasonable estimate not refuted by the
debtor.

*6  The debtor seeks to have Mr. Falcey find a perfect
solution to every possible contingency, and to have every
issue completely addressed to the debtor's satisfaction
before the agreement is approved. The court does not
view such a goal as realistic. Mr. Falcey is an impartial
representative of the estate. He cannot be held to
an impossible standard of anticipating every potential
problem, no matter how remote, and being required to
address it.

The court concludes that the agreement is not an
invitation to further litigation or unforeseen problems.
RAL had the duties included in the settlement long before
this agreement was proposed. Further, the debtor never
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established to the court's satisfaction how the settlement,
which basically adopts the 1987 Opler/Albrecht language,
was acceptable in 1987 but is now detrimental. To allow
the debtor to obstruct a settlement that is obviously in the
best interests of the estate on the basis of supposition is
not acceptable to the court.

The trustee may rely on his qualified counsel for legal
advice. Although the court must exercise independent
judgment, the court may also rely on the trustee's
investigation and the opinions of his counsel. In re Del
Grosso, 106 B.R. at 168. From the evidence presented,
the court concludes that Mr. Falcey has shown that
this settlement agreement is in the best interests of the
estate and equity holders, is fair and reasonable, restores
confidence in the estate, outweighs any potential harm,
and protects the estate from liability.

Finally, no creditor has objected. This suggests to the
court that the creditors are in favor of the settlement
and the benefits it will confer on the estate. See In re
Shoemaker, 155 B.R. 552, 556 (Bankr. N.D. Ala. 1992).
The settlement agreement will be approved.

Sale Free and Clear of Liens and Donald H. Albrecht's
Interest
The estate seeks approval of a sale free and clear of liens
and the interest of Mr. Albrecht's lis pendens pursuant
to 11 U.S.C. § 363(f)(4). The trustee asserts that Mr.
Albrecht's interest is subject to a bona fide dispute which
allows it to be removed from the record title on the Fish
Creek lots.

The debtor objected to this transfer which the trustee
denominates a sale. Mr. Albrecht did not object.

The trustee argues that Mr. Albrecht is the only party in
interest with standing to object and because he did not,
the sale must be approved. However, the court finds that
this is a solvent estate in which the debtor's partners have a
likely monetary interest. Therefore, the court believes that
the concerns are legitimately raised and require further
examination.

Most of the sale objections are intertwined with the
compromise and settlement and have been previously
discussed in this decision. The debtor also argued that the
trustee's two motions are so intertwined that they must

be considered together. On this, the court and the trustee
agree with the debtor and Mr. Albrecht.

The debtor also contends that after the sale is approved,
the Oplers will have one (1) year in which to proceed
to close the transfer and that this time period is distant.
The court concludes, however, that the purpose of the
provision is to allow the Oplers time to resolve their
disputes with Mr. Albrecht. Because Mr. Albrecht is
the driving force behind the debtor's objection here,
and the provision was inserted because of the Opler/
Albrecht acrimony, the debtor's objection is at the very
least somewhat suspect. Besides, no actual harm has been
demonstrated.

*7  Mr. Falcey seeks to transfer the Fish Creek lots to
the Oplers free and clear of Mr. Albrecht's lis pendens,
asserting that interest is subject to a bona fide dispute.
Although undefined in § 363(f)(4), the term bona fide
dispute appears in § 303 as well. The standard under § 303
requires the bankruptcy court to determine whether there
is an objective basis for either a factual or legal dispute as
to the validity of the debt. In re Octagon Roofing, 123 B.R.
583, 590 (Bankr. N.D. Ill. 1991). The court in In re Collins,
180 B.R. 447, 451 (Bankr. E.D. Va. 1995), held that a
court need not resolve the dispute, but only determine its
existence.

Evidence of a bona fide dispute was presented by the
trustee and not refuted by the debtor. To accept the
trustee's assessment of the Opler litigation is by necessity
also an indication that the Albrecht claims against Oplers
are disputed. The Order on Summary Judgment from the
United States District Court also establishes that very real
and relevant factual disputes exist between the parties to
that litigation. And finally, once the lots are transferred to
the estate, Mr. Albrecht has no reason to maintain a lis
pendens. He is not a party to litigation with RAL.

The court concludes that the claims underlying Mr.
Albrecht's filing of the lis pendens are certainly subject to
a bona fide dispute. Further, the trustee has established
that the conveyance of the lots to the Oplers free and clear
of this interest is beneficial to the settlement agreement
and hence, to the estate. The sale free and clear of Mr.
Albrecht's interest will be approved.
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ORDER DENYING MOTION TO
RECONSIDER AND CLARIFY ORDERS

The debtor in this chapter 11 case, Rivermeadows
Associates, Ltd., filed a motion to reconsider and clarify
two (2) orders of this court entered February 26, 1996:
an order approving the sale of property of the estate free
and clear of liens and interests; and an order approving a
compromise and settlement of the Opler litigation.

A motion to reconsider is not recognized as a proper
motion by the Federal Rules of Civil Procedure, and there
is no vehicle for bringing a “motion to reconsider” before
the court. Parties should properly plead their motions to
apprise the court of the specific procedural grounds and
legal criteria applicable to their legal arguments. In re BNT
Terminals, Inc., 125 B.R. 963 (Bankr. N.D. Ill. 1990).

This court will treat the debtor's motion as a motion to
alter or amend a judgment pursuant to Fed. R. Civ. P.
59(e). Committee for First Amendment v. Campbell, 962
F.2d 1517, 1523 (10th Cir. 1992). Motions to alter or
amend a judgment may be granted to correct manifest
errors of law or fact, or to consider newly discovered
evidence. In re Larson, 103 B.R. 896 (Bankr. S.D. Ohio
1989). A motion under Rule 59(e) is not intended to
provide the parties with an opportunity to relitigate
previously-decided matters or raise new issues after the
entry of judgment. Id. at 897; Steele v. Young, 11 F.3d
1518, 1520 (10th Cir. 1993). Furthermore, the motions
are not to be brought simply because the losing party
disagrees with the court's decision. In re BNT Terminals,
Inc., 125 B.R. at 977. An appeal is the proper avenue for
review in such a circumstance.

*8  In this case, the debtor's motion to reconsider does
not state any error of law; it does not raise any error
of fact; and it does not present any newly discovered
evidence. Rather, the motion reargues the issues presented
at the hearing and alleges certain circumstances which
have occurred since the hearing. The debtor argues that
these subsequent developments should persuade the court
to change its opinion.

These subsequently occurring circumstances, even if
accurately alleged, are not newly discovered evidence.
Newly discovered evidence is evidence which was in
existence at the time of trial of which the moving party was
excusably ignorant. In re Crozier Brothers, Inc., 60 B.R.
683, 688 (Bankr. S.D.N.Y. 1986).

Most of the matters raised by the movant were considered
by the court when entering the orders at issue. To the
extent that the matters raised were not considered, the
court does not believe that there is any information
pleaded which presents grounds for a change in the
decision.

Finally, the movant urges the court to require the trustee
to consult with Mr. Albrecht prior to drafting documents
of sale. The court believes its prior ruling on this issue was
proper.

The debtor has failed to establish any grounds for
reconsideration of the February 26, 1996 orders.
Accordingly, the motion to reconsider and clarify is
denied.

All Citations

Not Reported in B.R., 1996 WL 194270

End of Document © 2018 Thomson Reuters. No claim to original U.S. Government Works.
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Before HOLLOWELL, JURY and MARKELL,
Bankruptcy Judges.

Opinion

MEMORANDUM 1

PER CURIAM.

*1  Jennifer Moore (“Moore”) appeals an order of the
bankruptcy court granting summary judgment in favor of
the chapter 7 trustee (“Trustee”), authorizing the Trustee
to sell real property co-owned by the debtor and his ex-
domestic partner, Moore. Moore asserts the bankruptcy
court erred in granting summary judgment to the Trustee
because (1) before a sale can be authorized free of her
co-owner interest, the Trustee must demonstrate there is
equity in the co-owned property for the bankruptcy estate;
and (2) the bankruptcy court wrongly determined that the
equity issue could be deferred until the Trustee brought a
motion to sell the property under § 363(b) and (f). We find
no error and therefore AFFIRM.

I. FACTS

Richard Hatfield (“Debtor”) filed a chapter 11
bankruptcy case on January 31, 2008 which was

subsequently converted to chapter 7. 2  Debtor's primary
assets are real property (single family residences) at
35 Echo Lane in Woodside, California (“Echo”) and
351 Arbor Avenue in South San Francisco, California
(“Arbor”). Debtor currently resides at Echo. Arbor has
been sold by the Trustee and is not a subject of this appeal.

Debtor and Moore began living together in 1990. They
never legally married, but continued their domestic

relationship until September 2001. 3  Debtor and Moore
purchased Arbor in 1990, taking title as husband and
wife, tenants in common. Echo, on the other hand,
was purchased in 1993 by Debtor as an “unmarried
man.” When the relationship between Debtor and Moore
ended, Moore undertook litigation to obtain a share of
all the assets they acquired during their thirteen year
relationship, including Echo.

A. Moore's Interest in Echo.
On December 17, 2001, Moore filed a petition for
dissolution of marriage in the San Mateo Superior
Court of California, seeking one-half community property
interest in all of Debtor's assets (“Dissolution Action”).
Marriage of Hatfield, Case No. FL–068286. On June 2,
2002, Moore recorded a lis pendens in order to provide
constructive notice of her purported community property
claim (“2002 Lis Pendens”).

In January, 2003, the Superior Court concluded that
Moore and Debtor were not legally married and ordered
Moore's petition dismissed. An order expunging the
2002 Lis Pendens on Echo was entered January 3, 2003
(“Expungement Order”). The Expungement Order was
not recorded.

Moore subsequently filed a second action in the San
Mateo Superior Court of California on August 21, 2003,
a Complaint for Breach of Agreement, For Constructive
Trust, Accounting and Breach of Agreement for Support.
Moore v. Hatfield, Case No. CIV433625. In the complaint,
Moore asserted an equitable ownership of one-half of
Debtor's property under the principles set forth in Marvin
v. Marvin, 18 Cal.3d 660, 134 Cal.Rptr. 815, 557 P.2d 106
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(1976) (we refer to Moore's August 21, 2003 complaint as
the “Marvin Action”).

Moore filed a second lis pendens related to the
Marvin Action on February 1, 2006 (“Marvin Lis
Pendens”). On January 22, 2007, the California Superior
Court determined that a contractual relationship existed
between Debtor and Moore and that Debtor's and
Moore's assets, including Echo, should be divided equally,
subject to any separate property interest Debtor could
establish by contributions of his holdings that existed
before 1990.

B. Liens and Judgments Encumbering Echo.

1. WaMu Deed of Trust
*2  Debtor purchased Echo for $950,000 using purchase

money financing in the amount of $665,000. In April
2001 (prior to the Dissolution Action), the property was
refinanced. In conjunction with that refinancing, a new
$985,000 first deed of trust with Indymac Bank was
recorded. At the same time, a $205,000 line of credit was
obtained and secured by a second deed of trust in favor of
Greenpoint Mortgage Funding. In February 2004, Debtor
refinanced the Indymac Bank and Greenpoint Mortgage
Funding obligations and executed a $1,210,000 deed of
trust in favor of Preferred Financial Group. That deed
of trust is still secured by Echo and is now held by
Washington Mutual Bank (“WaMu”) (“WaMu Deed of

Trust”). 4

Even though the WaMu Deed of Trust was recorded after
the Expungement Order of the 2002 Lis Pendens and prior
to the filing of the Marvin Lis Pendens, WaMu stipulated
with Moore, in December 2007 (after Moore's victory in
the Marvin Action), that the WaMu Deed of Trust only
encumbered Debtor's one-half interest in Echo (“WaMu

Stipulation”). 5  The WaMu Stipulation was submitted in
a separate civil partition action, brought by Moore in
May 2007, against Hatfield and other lienholders on Echo

(“Partition Action”). 6  Moore v. Hatfield, et.al., Case No.
CIV463382. The WaMu Stipulation was not signed by all
the parties to the litigation. There is no record of an order
approving the WaMu Stipulation either in the record on

appeal or on the Partition Action docket. 7

Besides the WaMu Deed of Trust, there were two other
major encumbrances on Echo that grew out of Debtor's
businesses.

The WaMu Stipulation was filed on December 17, 2007
for the judge's signature but “sent back with note form [sic]
Judge Freeman .” Counsel for Moore admits the judge
refused to sign the WaMu Stipulation because not all
parties were signatories. We note that at paragraph 1 of
the WaMu Stipulation, the parties agreed WaMu would
not be required to appear or file a responsive pleading in
the action. We see from the docket that WaMu's counsel
filed an answer to the complaint. Therefore, we assume
the WaMu Stipulation was not effective or binding on the
parties.

2. Sand Hill Deed of Trust
A second position deed of trust was recorded against
Echo in February 2004 to secure loans in the amount of
$1,509,984.92 in favor of Sand Hill Venture Group (“Sand
Hill”) (“Sand Hill Deed of Trust”). Sand Hill's address in
the Sand Hill Deed of Trust is the same as the address
of one of Debtor's companies. Sand Hill was controlled
by Melvin Slager, an employee of the Debtor. The Sand
Hill Deed of Trust also secures obligations in favor of
other entities controlled by Slager, which we refer to as the
“Sand Hill and IP Entities.”

The Sand Hill and IP Entities brought suit to enforce
their contractual rights in the United States District Court,
Eastern District of Michigan, on March 16, 2006. I.P.
Enterprises Pension Fund, et. al. v. Hatfield et. al., Case
No. 06–11162. The action did not include a cause of
action for judicial foreclosure but sought a judgment
on eight different notes. A settlement was reached in
December 2006, giving the Sand Hill and IP Entities a
money judgment in the amount of $2,375,836.44.

3. Judgment Liens
*3  In addition to the WaMu and Sand Hill Deeds of

Trust, two judgment liens against Debtor as judgment
debtor were recorded against Echo in favor of individual
investors for prepetition debts in the approximate amount
of $2,000,000 (“Judgment Liens”). The Judgment Liens
were recorded in November and December 2007, within
90 days of Debtor's bankruptcy filing.
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On July 11, 2008, the Trustee filed an adversary
proceeding against the Sand Hill and IP Entities,
Moore, and the Judgment Lienholders, seeking: (1) a
determination that the WaMu Deed of Trust is secured by
the entire fee of Echo; (2) the avoidance of the Sand Hill
Deed of Trust under California's “one form of action” law
and as a fraudulent transfer; and (3) the avoidance of the
Judgment Liens as preferences (“Sand Hill Adversary”).
The Sand Hill Adversary was still pending at the time the
Trustee sought authorization to sell Arbor and Echo free
of Moore's interest.

C. Trustee's Request to Sell Echo.
On May 8, 2008, the Trustee filed a Complaint to Sell
Real Property Free and Clear of Co–Owner's Interest in
order to acquire the authority to sell Arbor and Echo free
and clear of Moore's co-tenancy interest (the “Adversary
Proceeding”). At the same time, in the main bankruptcy
case, the Trustee filed an Ex Parte Motion to Employ
Real Estate Broker to sell Arbor and Echo (“Motion to
Employ”).

Moore responded to these actions by filing:

(1) in the main case, on May 21, 2008, an Opposition
to the Motion to Employ which included, as exhibits,
Debtor's bankruptcy schedules, the statement of
decision in the Marvin Action, WaMu's proof of
claim, and the WaMu Stipulation, to support her
argument there was no equity in the properties, and
therefore nothing for a real estate agent to sell;

(2) in both the main case and the Adversary Proceeding,
on May 28, 2008, a Motion to Consolidate the
Motion to Employ with the Adversary Proceeding
(“Motion to Consolidate”);

(3) in the main case, on May 30, 2008, an Amended
and Restated Motion for Relief from Stay in order
to permit Moore to proceed in state court with her
Partition Action and an action for child support;

(4) in the Adversary Proceeding on June 10, 2008, a
Motion to Dismiss Complaint Pursuant to Rule 7012
along with a request to the bankruptcy court to
take judicial notice of Debtor's bankruptcy schedules
(included as exhibits), as evidence of the lack of
equity in the Echo and Arbor properties (“Motion to
Dismiss”).

Because Moore included Debtor's schedules in her Motion
to Dismiss, the Motion to Dismiss was treated as a
motion for summary judgment under Federal Rule of
Civil Procedure 12(d) and Rule 7012(b). The Trustee
filed a Counter Motion for Summary Judgment on
June 27, 2008 (“Counter Motion”). Moore filed a
Combined Memorandum in Support of Motions by
Jennifer Moore and in Opposition to Motions by
the Trustee (“Opposition”). The Opposition reiterated
Moore's argument that without establishing equity in
Echo the Trustee could not properly sell it under § 363(h).
The Trustee did not file a reply to Moore's Opposition.

*4  On July 17, 2008, the day before the hearing
on the Motion to Dismiss and the Counter Motion,
the bankruptcy court issued a Tentative Ruling Re
Defendant's Motion to Dismiss and Plaintiff's Counter–
Motion for Summary Judgment (“Tentative Ruling”).
The bankruptcy court held, in its Tentative Ruling, that
the Trustee had met the requirements of § 363(h) and
authorized the Trustee to sell Echo and Arbor free of
Moore's interest.

After the Tentative Ruling was issued, Moore filed a
supplement to her Opposition addressing the findings
made in the Tentative Ruling. The bankruptcy court then
amended its Tentative Ruling, reiterating its conclusion
that the Trustee was entitled to summary judgment and
determining that the Trustee made a “plausible case” for
establishing equity in Echo and that final determination
of whether the Trustee's interest was overencumbered was
not necessary prior to authorization of a sale under §
363(h).

Oral argument was held the following day, on July
18, 2008. It does not appear from the record that
oral argument altered the bankruptcy court's Tentative

Ruling, as amended. 8  After the hearing, Moore filed an
objection to the Trustee's proposed orders on the Motion
to Dismiss and Counter Motion on the basis that the
bankruptcy court did not explain the grounds for its
decision and that the ruling was erroneous because it
did not include a finding that a sale would benefit the
estate. The bankruptcy court declined to make specific
findings of fact beyond those made in its Tentative Ruling
and its amended Tentative Ruling and overruled Moore's
objections by written order dated July 23, 2008. It entered
its order and Judgment Authorizing Sale of Real Property
Free and Clear of Co–Owner's Interest on July 24, 2008,
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granting Trustee's Counter Motion and denying Moore's
Motion to Dismiss (“Judgment Authorizing Sale”).

Moore's Motion to Consolidate and the Trustee's Motion
to Employ were also set for hearing on July 18, 2008. The
record does not contain a ruling made on the Motion to
Consolidate. However, the bankruptcy court apparently
approved the Motion to Employ because Moore made an
objection to the form of order proposed by the Trustee.
The Trustee then filed an Ex Parte Motion for Modified
Order on July 22, 2008. The bankruptcy court approved
the Trustee's motion the following day, directing the
parties to work together on sale terms prior to marketing
the properties (“Modified Employment Order”).

On July 25, 2008, the Trustee sought further hearing on the
Motion to Employ in order to consider marketing terms
(“Amended Motion to Employ”). The hearing was held
August 1, 2008. After further declarations were submitted,
the bankruptcy court entered its Order Granting Trustee's
Amended Motion to Employ, on August 4, 2008, along
with an accompanying memorandum concluding that
there was no basis to sustain Moore's objection to the
employment of the real estate broker and any objection
regarding the sale price could be raised if and when the
Trustee filed a motion under § 363(b) and (f) (“Order to
Employ”).

D. Moore's Appeal
*5  Moore filed a notice of appeal on August 2, 2008

which appealed the Judgment Authorizing Sale and the
Modified Employment Order entered July 24, 2008.

When Moore appealed the Modified Employment Order,
there had just been further hearing on the Amended
Motion to Employ and the bankruptcy court had not
yet entered the Order to Employ. Moore did not file a
notice of appeal of the Modified Employment Order (or
the Order to Employ) in the main bankruptcy case.

On August 12, 2008, Moore filed an Amended Notice
of Appeal to include the Order to Employ. Moore's
Amended Notice of Appeal states she is appealing (1)
the Modified Employment Order approving the Trustee's
Motion to Employ, entered July 24, 2008; (2) the
Judgment Authorizing Sale (along with the Tentative
Ruling, the amended Tentative Ruling, and the order
overruling Moore's objection to the form of order); and
(3) the Order to Employ.

Moore has withdrawn her appeal as far as the Judgment
Authorizing Sale relates to the Arbor property which has
now been sold with Moore's consent.

II. ISSUE

Did the bankruptcy court err in entering the Judgment
Authorizing Sale, as well as the Modified Employment
Order and Order to Employ, which allowed the Trustee to
market and sell Echo free and clear of Moore's interest?

III. JURISDICTION

The bankruptcy court had jurisdiction pursuant to 28
U.S.C. § 157(b)(2)(B). We have jurisdiction to hear
appeals from final judgments, orders, and decrees under
28 U.S.C. § 158(c).

The Judgment Authorizing Sale entered in favor of the
Trustee, is “a complete act of adjudication,” that “ends
the litigation on its merits and leaves nothing for the
court to do but execute a judgment”. Slimick v. Silva (In
re Slimick), 928 F.2d 304, 307 (9th Cir.1990) (quoting
Firestone Tire & Rubber Co. v. Risjord, 449 U.S. 368, 373–
74, 101 S.Ct. 669, 673–74, 66 L.Ed.2d 571 (1981)).

However, the Modified Employment Order and the Order
to Employ are interlocutory orders for which no motion
for leave to appeal was filed in the main bankruptcy
case. See e.g., Sec. Pac. Bank Wash. v. Steinberg (In re
Westwood Shake & Shingle, Inc.), 971 F.2d 387, 389–90
(9th Cir.1992).

We have discretionary authority to review interlocutory
appeals from judgments that are not final. See 28 U.S.C. §
158(a)(3); Wolkowitz v. Beverly (In re Beverly), 374 B.R.
221, 231–32 (9th Cir.BAP2007). The Panel may treat a
timely notice of appeal as a motion for leave to appeal
when an order is interlocutory and no motion for leave
has been filed. Cutter v. Seror (In re Cutter), 398 B.R.
6, 17 (9th Cir.BAP2008). Granting leave to appeal is left
to the discretion of the Panel and may be appropriate
when the appeal would materially advance resolution of
the dispute and minimize further litigation expenses. Id.
Because we do not find that to be the case here, we decline
to exercise such authority with respect to the Modified
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Employment Order and the Order to Employ. See Id.
Therefore, the Panel's jurisdiction extends only over the
Judgment Authorizing Sale. 28 U.S.C. § 158(a)(1).

IV. STANDARDS OF REVIEW

*6  We review de novo the bankruptcy court's ruling on
a motion for summary judgment. Woodworking Enters.,
Inc. v. Baird (In re Baird), 114 B.R. 198, 201 (9th
Cir.BAP1990). In conducting a de novo review, we view
the evidence, in the light most favorable to the non-
moving party, to determine whether the bankruptcy court
correctly found that there were no genuine issues of
material fact and that the moving party was entitled to
judgment as a matter of law. Id.

V. DISCUSSION

A bankruptcy trustee is required to collect and reduce
to money property of the estate as expeditiously as is
compatible with the best interests of the parties involved.
11 U.S.C. § 704(a)(1); Cmty. Nat'l Bank & Trust Co.
of N.Y. v. Persky (In re Persky), 893 F.2d 15, 19
(2d Cir.1989). Here, the Trustee sought a declaratory
judgment under § 363(h) to allow her to realize the value
of Debtor's property through a sale of Echo free and
clear of Moore's interest. Rule 7001(3). Section 363(h) was
enacted by Congress to “facilitate the bankruptcy goal of
effective distribution of the property of the bankruptcy
estate by the trustee .” Coan v. Bernier (In re Bernier),
176 B.R. 976, 985–86 (Bankr.D.Conn.1995). It “makes
significant changes in what constitutes property of the
estate.... These changes will bring anything of value that
the debtors have into the estate ... for a coherent valuation
of its value and transferability, and then to dispose of it
for the benefit of debtor's creditors.” Id. (citing H.R.Rep.
No. 595, 95th Cong.2d Sess. 175–75 (1977) reprinted in
1978 U.S.C.C.A.N. 5963, 6136–37 (1977)). Section 363(h)
provides:

Notwithstanding subsection (f) of this section, the
trustee may sell both the estate's interest, ... and the
interest of any co-owner in property in which the debtor
had, at the time of the commencement of the case, an
undivided interest as a tenant in common, joint tenant,
or tenant by the entirety, only if—

(1) partition in kind of such property among the
estate and such co-owners is impracticable;

(2) sale of the estate's undivided interest in such
property would realize significantly less for the estate
than sale of such property free of the interests of such
co-owners;

(3) the benefit to the estate of a sale of such property
free of the interests of co-owners outweighs the
detriment, if any, to such co-owners; and

(4) such property is not used in the production,
transmission, or distribution, for sale, of electric
energy or of natural or synthetic gas for heat, light,
or power.

11 U.S.C. § 363(h).

Moore contends the Trustee must demonstrate equity
in Echo before a sale free of Moore's co-ownership
interest can be authorized under § 363(h). Moore bases
this argument on her interpretation of the introductory
language of § 363(h), which grants a bankruptcy trustee
the right to sell co-owned property “notwithstanding”
§ 363(f). According to Moore, the use of the word
“notwithstanding” in subsection (h) means that courts
must “forget” about subsection (f) in considering sales of
co-owned property under § 363(h).

*7  Moore's contention that § 363(h) effectively “writes
out” or supplants § 363(f) when a trustee is attempting
to sell co-owned property is based upon the mistaken
premise that § 363(h) is a limitation of a trustee's powers
to sell under § 363(f). However, § 363(h) is actually an
expansion of those rights. Section 363(f) permits a trustee
“to maximize the recovery from an asset without being
unduly entangled at an early stage of the proceedings
in controversies concerning the existence, validity and
priority of liens and other interests in the property sought
to be sold.” In re Takeout Taxi Holdings, Inc., 307 B.R.
525, 528 (Bankr.E.D.Va.2004); see also, Moldo v. Clark
(In re Clark, 266 B.R. 163, 171 (9th Cir.BAP2001).

A trustee must be able to satisfy one of the conditions
specified in § 363(f) in order to proceed with a sale. In
re Takeout Taxi Holdings, Inc., 307 B.R. at 529. In cases
where there is no bona fide dispute about a co-owner's
interest in property, the co-owner does not consent to the
sale, and, state law will not permit a “money partition” of
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the property, § 363(f) will not provide a trustee with the
power to sell the co-owned property.

However, § 363(h) “provides a method by which the estate
may realize on the value of a debtor's interest in [co-
owned] property” by permitting the bankruptcy trustee to
sell such property without obtaining the consent of the co-
owner as otherwise may be required under applicable state
law. H.R.Rep. No. 95–595, 95th Cong., 1st Sess.1977,
175–177, reprinted in 1978 U.S.C.C.A.N. 5963, 6136–38
(1977). Section 363(h), therefore, does not supplant §
363(f) when co-owned property is being sold, but rather
permits a sale which might not otherwise be possible under
§ 363(f). If the trustee satisfies the requirements of § 363(h),
then a sale can be pursued under §§ 363(b) and (f).

A. The Trustee May Sell Echo Because it is Property of
the Estate.
Moore asserts that under accountings which are to take
place in the Marvin and Partition Actions, she will be
granted such a large interest in Echo that the Trustee will
be left with either no interest in Echo or an interest which is
completely encumbered. Moore contends that the Trustee
is subject to her to-be-determined larger interest because

she filed lis pendens in the Marvin and Partition Actions. 9

Moore relies on Warwick w. Yassian (In re Rodeo
Canon Dev. Corp .), 362 F.3d 603 (9th Cir.2004) and
Darby v. Zimmerman (In re Popp), 323 B.R. 260 (9th
Cir.BAP2005) to support her contention that the Trustee
has no interest to sell. Those cases are not applicable here.
In both In re Rodeo Canon Dev. Corp. and In re Popp there
was a pending adversary proceeding regarding whether
the bankruptcy estate held any title to the property
at the time the motion to sell was filed. In this case,
it is undisputed that, as of the commencement of the
bankruptcy case, the state court had awarded Moore 50%
of the Debtor's undivided interest in Echo, leaving the
Debtor with the other 50% interest which the Trustee now
owns.

*8  Property of the estate is broadly defined and not
limited to property that may have equity value for
creditors. 11 U.S.C. § 541(a). It encompasses all property
in which the debtor has an interest at the time the
debtor files bankruptcy. Id. Accordingly, we agree with
the bankruptcy court that the Trustee is the co-owner of

Echo and may sell it free of Moore's interest if she can meet
the requirements of § 363(h).

The parties agree that partition of Echo as a single family
residence is impracticable. Further, the parties agree
that Echo is not used in the production, transmission,
distribution or sale, of electric energy or of natural or
synthetic gas for heat, light, or power. Therefore, the only
issues in this dispute are whether the second and third
conditions for a sale under § 363(h) have been satisfied.

B. Selling Moore's and Debtor's Interest in Echo Will
Realize More Value than Selling the Debtor's Interest
Alone.
Moore argues the Trustee failed to meet the requirement
of § 363(h)(2), that a sale of the estate's partial interest in
Echo would realize significantly less than a sale of all of
Echo, because the Trustee did not demonstrate there was
equity for the estate in Echo.

However, in order to satisfy § 363(h)(2), the Trustee
must only demonstrate that selling Debtor's and Moore's
interests together will realize more value from a sale than
selling the Debtor's interest alone. Yoppolo v. Schwenker
(In re Zeigler), 396 B.R. 1, 4 (Bankr.N.D.Ohio 2008).
Echo is a single family residence. It is “generally accepted”
that a sale of only the debtor's undivided interest in a single
family residence would significantly diminish the value of
the property. Id.; Brown v. Phillips (In re Phillips), 379
B.R. 765, 796 (Bankr.N.D.Ill.2007) (citations omitted).

Both parties submitted declarations from real estate
brokers who evaluated the fair market value of Echo
if it were sold in its entirety. Moore presented detailed
listing information and market analysis for single family
homes (without any co-owner's interest attached to the
property). The Trustee's and Moore's real estate brokers
determined Echo could sell at a price between $1,900,000
and $2,225,000. Neither party submitted any evidence or
argued that Echo could fetch more than that amount if
only the Debtor's interest was sold.

Therefore, we find there is no genuine issue of fact about
whether the sale of the entire property would provide more
value than selling Echo with Moore's interest attached and
agree with the bankruptcy court's determination that the
Trustee satisfied § 363(h)(2).
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C. Benefit to the Estate From a Sale of Echo Outweighs
Detriment to Moore.
The third condition for a § 363(h) sale is that the benefit
to the estate of selling the property as a whole outweighs
any detriment to the co-owner. 11 U.S.C. § 363(h)(3); see
e.g., Gazes v. Roswick (In re Roswick), 231 B.R. 843,
859–64 (S.D.N.Y.1999) (balancing the non-consenting co-
owner's detriment, economic and non-economic, against
the benefit to the estate); Bakst v. Griffin (In re Griffin),
123 B.R. 933, 936–37 (Bankr.S.D.Fla.1991) (applying
the benefit/detriment balancing test of § 363(h)(3)). The
detriment to a co-owner can be composed of psychological
or emotional injury to the person who is forced to give up
his or her interest in property. See In re Persky, 893 F.2d
15, 20–21 (2d Cir.1989). Moore does not have a possessory
interest in Echo; therefore, a sale of Echo would not
displace her or uproot her from her community. See In re
Roswick, 231 B.R. at 859–64; In re Griffin, 123 B.R. at 936.

*9  Moore provided no evidence, and did not argue,
that a sale of Echo would be detrimental to her. At oral
argument, the Panel asked Moore what the detriment
would be if Echo were sold free of her interest. Moore
answered the detriment was a concern that the Trustee's
valuation of Echo was too low. But Moore's financial
interests are protected by other subsections of § 363,
including the right to obtain her share of the net proceeds
under § 363(j) and a right of first refusal to purchase Echo
at the sale price under § 363(I).

Rather than demonstrating that a sale of Echo would
be detrimental to her, Moore argues that the phrase
“benefit to the estate” in § 363(h)(3) requires the Trustee
to demonstrate the existence of equity in the property
to be sold. However, because the question of equity is
considered when a sale motion is brought under §§ 363(b)
and (f), the Trustee is not required to demonstrate equity
to satisfy § 363(h). Further, even if we were to agree
with Moore's interpretation of § 363(h)(3), we find the
Trustee presented sufficient evidence to demonstrate that
she could create equity in Echo through the pursuit of
litigation to avoid certain liens and to establish that the
WaMu Deed of Trust encumbers all of Echo.

The Trustee asserts the Sand Hill Deed of Trust can be
avoided because the Sand Hill and IP Entities sought
a money judgment on the underlying notes and not a
judicial foreclosure, which bars them from enforcing their
deed of trust under California's “one form of action rule.”

See CAL.CODE CIV. P. § 726. Further, the Trustee
argues the transfer of the Sand Hill Deed of Trust was a
fraudulent transfer. See e.g., Pajaro Dunes Rental Agency,
Inc. v. Spitters (In re Pajaro Dunes Rental Agency, Inc.),
174 B.R. 557, 572–73 (Bankr.N.D.Cal.1994); 11 U.S.C. §
548.

In support of her contention that the Sand Hill Deed of
Trust can be avoided, the Trustee provided the underlying
documentation for, and recordation of, the Sand Hill
Deed of Trust which shows the address of Sand Hill
to be the same as that of one of Debtor's companies.
She submitted deposition testimony evidencing Slager's
position as an employee of the Debtor. Further, the
Trustee provided evidence of the action the Sand Hill and
IP Entities brought in the Eastern District of Michigan for
a money judgment instead of judicial foreclosure.

The Trustee argues the Judgment Liens are avoidable as
preferences because they were recorded within 90 days
of the Debtor filing bankruptcy and are to “insiders” of
the Debtor. See 11 U.S.C. § 547(b). In support of this
argument, the Trustee provided the documentation of the
underlying obligations giving rise to the Judgment Liens
and the recording of them in November and December
2007.

To support her assertion that the WaMu Deed of Trust
encumbers all of Echo, the Trustee provided the statement
of decision in the Dissolution Action denying Moore
marital community property rights, the Expungement
Order of the 2002 Lis Pendens, and the statement of
decision in the Marvin Action entitling Moore to 50%
interest in Echo, as well as the underlying obligations
supporting all prior deeds of trust which were replaced
by the WaMu Deed of Trust in 2004. The Trustee further
requested the bankruptcy court take judicial notice of all
pleadings, orders, and papers filed in the Debtor's main
bankruptcy case.

*10  The Trustee argues that the evidence supports her
contention that a potential sale of Echo in the amount
of approximately $1,900,000 would realize a significant
benefit to the estate once the Sand Hill Deed of Trust
and the Judgment Liens are avoided, and a determination
is made that the WaMu Deed of Trust encumbers both
Moore and Debtor's interest in Echo.
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Moore did not dispute the evidence submitted by the
Trustee regarding the avoidability of the Sand Hill Deed
of Trust and Judgment Liens under §§ 548 and 544. Moore
suggested the judgment in the District Court Action may
be enforceable despite California's “one action rule,” but
she did not counter the Trustee's allegation that the Sand
Hill Deed of Trust is avoidable as a fraudulent transfer.
Therefore, we find that Moore failed to demonstrate
the existence of an issue of material fact regarding the
Trustee's ability to avoid the Sand Hill Deed of Trust and
Judgment Liens.

Moore did contest the Trustee's assertions regarding the
scope of the WaMu Deed of Trust, but the only evidence
she submitted to counter the Trustee's assertion was the
WaMu Stipulation, which was not given effect; her 2002
Lis Pendens, which was expunged; along with reference
to the Marvin Lis Pendens and the Partition Lis Pendens
recorded after the WaMu Deed of Trust. We do not find
this evidence is sufficient to create a genuine issue of
material fact regarding the extent of the WaMu Deed of
Trust.

Nevertheless, to the extent Moore is correct in her
contention that the WaMu Deed of Trust only attaches
to the estate's interest, a sale of Echo may still result in
the satisfaction of WaMu's claim. That, in and of itself, is
beneficial to the estate. “The satisfaction of a claim against
the estate clearly confers a benefit on the estate.” Spear v.
Crow Canyon Office Park Partners (In re Haley), 100 B.R.
13, 17 (Bankr.N.D.Cal.1989); Behm v. Bell (In re Bell), 80
B.R. 104, 107 (Bankr.M.D.Tenn.1987); In re Roswick, 231
B.R. 843, 860 (Bankr.S.D.N.Y.1999).

The complete determination of the extent of the
encumbrances and the amount of equity available in Echo
is not a determination that needs to be made here. Section
§ 363(h)(3) only requires that a sale of the property free

of the co-owner's interest offer a benefit to the estate
that is not outweighed by any detriment to a co-owner.
In this case, the Trustee demonstrated the benefit to
the estate is that Echo will bring a higher price if sold
in its entirety rather than if the Debtor's interest alone
were sold. Additionally, the Trustee demonstrated she can
realize a benefit from the sale of Echo as successor to any
avoided liens and by paying off claims against the estate.
See 11 U.S.C. § 544. Moore presented no evidence that a
sale of Echo was detrimental to her, so there is nothing
against which to balance these benefits to the estate. See
e.g., In re Roswick, 231 B.R. at 859–64.

Moore's “stated objective,” as articulated in her briefs on
appeal, is “to assure the maximum value is obtained by
the sale of Echo.” However, Moore may raise this issue
if and when the Trustee brings a motion to sell under §§
363(b) and (f). Accordingly, we agree with the bankruptcy
court that a final determination of whether the Trustee's
interest in Echo is over encumbered is not necessary to a §
363(h) determination and that the Trustee was entitled to
judgment as a matter of law under § 363(h).

VI. CONCLUSION

*11  Moore failed to demonstrate the existence of a
material fact under either §§ 363(h)(2) or (h)(3) to bar
granting summary judgment to the Trustee. Moore's
assertion that §§ 363(h)(2) and (h)(3) require a showing
of equity for the estate in co-owned property before it
can be sold is simply incorrect. Because we conclude the
Trustee satisfied the conditions of § 363(h), we AFFIRM
the bankruptcy court's Judgment Authorizing Sale.

All Citations

Not Reported in B.R., 2009 WL 7751435

Footnotes
1 This disposition is not appropriate for publication. Although it may be cited for whatever persuasive value it may have

(see Fed. R.App. P. 32.1), it has no precedential value. See 9th Cir. BAP Rule 8013–1.

2 Unless otherwise indicated, all chapter, “Code,” and section references are to the Bankruptcy Code, 11 U.S.C. §§
101–1532 and to the Federal Rules of Bankruptcy Procedure, Rules 1001–9037.

3 Hatfield and Moore did have a wedding ceremony, but no marriage license was filed.

4 According to the Trustee, the Debtor is not paying on the WaMu Deed of Trust and as a result, the “carrying costs” for
Echo are about $10,000 per month.
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5 The WaMu Stipulation states, in part. “On June 19, 2002, [Moore] filed a Lis Pendens on the Property [Echo]. The Lis
Pendens is prior to WAMU's Deed, and by way of this stipulation, it is acknowledged by WAMU that [Moore] holds a 1/2
(one-half) interest in the Property that is not subject to WAMU's Deed.”

6 Moore recorded a third lis pendens May 30, 2007, against Echo in conjunction with the Partition Action (the “Partition
Lis Pendens”).

7 Because the parties presented scant information as to the context or effect of the WaMu Stipulation, we have taken
judicial notice of the docket in the Partition Action, Moore v. Hatfield, et. al., Case No. CIV463382 filed in San Mateo
Superior Court. O'Rourke v. Seabord Sur. Co. (In re E.R. Fegert, Inc.), 887 F.2d 955, 957–58 (9th Cir.1989).

8 No transcript of the July 18, 2008 hearing is available either in the record on appeal or on the bankruptcy case dockets.

9 To the extent that Moore is asserting equitable claims, such as a constructive trust, such claims can generally be avoided
by the Trustee. 11 U.S.C. § 544. A constructive trust is “not the same kind of interest in property as a joint tenancy or a
remainder. It is a remedy, flexibly fashioned in equity to provide relief where a balancing of interests in the context of a
particular case seems to call for it.” Chbat v. Tleel (In re Chbat), 876 F.2d 769, 771 (9th Cir.1989).

End of Document © 2018 Thomson Reuters. No claim to original U.S. Government Works.
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This form is mandatory.  It has been approved for use by the United States Bankruptcy Court for the Central District of California. 
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PROOF OF SERVICE OF DOCUMENT 
 

 

I am over the age of 18 and not a party to this bankruptcy case or adversary proceeding.  My business 
address is: 10250 Constellation Boulevard, Suite 1700, Los Angeles, CA 90067 
 
A true and correct copy of the foregoing document entitled DEBTOR’S MOTION FOR ENTRY OF AN 
ORDER (1) AUTHORIZING SALE OF PROPERTY FREE AND CLEAR OF ALL LIENS, CLAIMS, 
ENCUMBRANCES AND OTHER INTERESTS; (2) APPROVING OVERBID PROCEDURE; AND (3) 
GRANTING RELATED RELIEF; MEMORANDUM OF POINTS AND AUTHORITIES; DECLARATION 
IN SUPPORT THEREOF will be served or was served (a) on the judge in chambers in the form and 
manner required by LBR 5005-2(d); and (b) in the manner stated below: 
 
1.  TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF):  Pursuant to 
controlling General Orders and LBR, the foregoing document will be served by the court via NEF and 
hyperlink to the document. On February 20, 2018, I checked the CM/ECF docket for this bankruptcy 
case or adversary proceeding and determined that the following persons are on the Electronic Mail 
Notice List to receive NEF transmission at the email addresses stated below: 
 

 Joseph Caceres     jec@locs.com, generalbox@locs.com 
 David B Golubchik     dbg@lnbyb.com, dbg@ecf.inforuptcy.com 
 Brian R Nelson     becky@ringstadlaw.com, brian@ringstadlaw.com 
 S Margaux Ross     margaux.ross@usdoj.gov 
 Charles Shamash     cs@locs.com, generalbox@locs.com 
 Lindsey L Smith     lls@lnbyb.com, lls@ecf.inforuptcy.com 
 Jay M Spillane     jspillane@spillaneplc.com, 

cdale@spillaneplc.com;smargetis@spillaneplc.com 
 United States Trustee (SV)     ustpregion16.wh.ecf@usdoj.gov 

 
 
2.  SERVED BY UNITED STATES MAIL: On February 20, 2018, I served the following persons and/or 
entities at the last known addresses in this bankruptcy case or adversary proceeding by placing a true 
and correct copy thereof in a sealed envelope in the United States mail, first class, postage prepaid, and 
addressed as follows. Listing the judge here constitutes a declaration that mailing to the judge will be 
completed no later than 24 hours after the document is filed. 
 
Los Angeles County Tax Collector 
P.O. Box 54018 
Los Angeles, CA 90054-0018 
 

United States Trustee 
915 Wilshire Blvd, Suite 1850 
Los Angeles, CA 90017-3560 
 

Aaron Mensch 
Barrington Capital Group, LLC 
5757 W Century Blvd 
Los Angeles, CA 90045 
 

  Service information continued on attached page 
 
 
3.  SERVED BY PERSONAL DELIVERY, OVERNIGHT MAIL, FACSIMILE TRANSMISSION OR 
EMAIL (state method for each person or entity served):  Pursuant to F.R.Civ.P. 5 and/or controlling LBR, 
on February 20, 2018, I served the following persons and/or entities by personal delivery, overnight mail 
service, or (for those who consented in writing to such service method), by facsimile transmission and/or 
email as follows.  Listing the judge here constitutes a declaration that personal delivery on, or overnight 
mail to, the judge will be completed no later than 24 hours after the document is filed. 
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Served via Attorney Service 
Hon. Martin R. Barash 
United States Bankruptcy Court 
21041 Burbank Boulevard, Suite 342  
Woodland Hills, CA 91367 
 
I declare under penalty of perjury under the laws of the United States of America that the foregoing is 
true and correct. 
 
February 20, 2018                   Stephanie Reichert  /s/ Stephanie Reichert 
Date                                        Type Name  Signature 
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