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UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF PENNSYLVANIA

In re: : Chapter 11
:

North Philadelphia Health System : Case No. 16-18931 (MDC)
:

Debtor. : Hearing Date: July _____, 2017

DEBTOR’S MOTION FOR ORDERS (I)(A) AUTHORIZING
DEBTOR’S ENTRY INTO THE STALKING HORSE PURCHASE

AGREEMENT FOR THE SALE OF CERTAIN OF THE DEBTOR’S ASSETS
RELATED TO THE GIRARD MEDICAL CENTER, (B) APPROVING BIDDING

PROCEDURES AND BID PROTECTIONS FOR SALE OF SUBSTANTIALLY ALL OF
THE DEBTOR’S ASSETS,

(C) SCHEDULING A HEARING TO CONSIDER APPROVAL OF THE SALE OF
ASSETS, (D) APPROVING THE FORM AND MANNER OF NOTICE OF SALE,
AND (E) GRANTING RELATED RELIEF; AND (II)(A) AUTHORIZING AND

APPROVING THE SALE OF THE DEBTOR'S ASSETS FREE AND CLEAR OF LIENS,
CLAIMS, INTERESTS AND ENCUMBRANCES, (B) AUTHORIZING THE

ASSUMPTION AND ASSIGNMENT OF CERTAIN EXECUTORY CONTRACTS AND
UNEXPIRED LEASES, AND (C) GRANTING RELATED RELIEF

North Philadelphia Health System (“NPHS” or “the Debtor”), hereby moves (the

"Motion") for entry of (a) an order substantially in the form attached hereto as Exhibit A (the

"Bidding Procedures Order") (i) designating MBH of Pennsylvania (“Meridian”) as the “stalking

horse” bidder for substantially all of the assets of the Debtor used in the operation of Girard

Medical Center, other than the “Excluded Assets,” as defined in that certain Asset Purchase

Agreement dated as of June 27, 2017, by and between the Debtor and Meridian attached hereto

as Exhibit B (the “Meridian APA”), (ii) approving the proposed bidding procedures (the

"Bidding Procedures") to be used in connection with the sale of the Meridian Acquired Assets1

and, if applicable, other assets owned by the Debtor (collectively with the Meridian Acquired

Assets, the “Offered Assets”), (iii) setting the dates for the Bid Deadline (as defined below), the

1 The assets to be sold to Meridian are defined in the Meridian APA as the “Acquired Assets” and in this Motion as
the “Meridian Acquired Assets.”
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auction of the Offered Assets (the "Auction"), the hearing for approving the sales of the Offered

Assets (the "Sale Hearing") and approving all notices related thereto (the "Notice Procedures"),

and (iv) authorizing certain procedures related to the assumption and assignment of executory

contracts and unexpired leases (the "Assignment Procedures"), (b) if Meridian is the Successful

Bidder (defined below) for the Meridian Acquired Assets, an order substantially in the form

attached hereto as Exhibit C (the "Meridian Sale Order") (i) authorizing sale of the Meridian

Acquired Assets to Meridian free and clear of all liens, claims, interests and encumbrances, (ii)

authorizing the assumption and assignment of certain related executory contracts and unexpired

leases, and (iii) granting related relief, and (c) if any bidder other than Meridian is the Successful

Bidder for any of the Offered Assets, (i) authorizing sale of the applicable Offered Assets to such

other bidder free and clear of all liens, claims, interests and encumbrances, (ii) authorizing the

assumption and assignment of certain related executory contracts and unexpired leases, and (iii)

granting related relief. In support of this Motion, the Debtor represents as follows:

JURISDICTION

1. This Court has jurisdiction to consider the Motion pursuant to 28 U.S.C.

§§ 157 and 1334. Venue of these proceedings and this Motion is proper before this Court

pursuant to 28 U.S.C. §§ 1408 and 1409. This matter is a “core” proceeding pursuant to 28

U.S.C. § 157(b)(2). The Debtor consents to the entry of final orders or judgments of the Court

pertaining to this Motion if it is determined that the Court, absent consent of the parties, cannot

enter final orders or judgments consistent with Article III of the United States Constitution.

2. The statutory bases for the relief requested herein are sections 105, 363

and 365, 503 and 507 of title 11 of the United States Code (the “Bankruptcy Code”), Rules 2002,
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6004, 6006, 9008 and 9014 of the Federal Rules of Bankruptcy Procedures (the “Bankruptcy

Rules”).

BACKGROUND

3. The Debtor is a Pennsylvania non-profit, non-stock, non-member

corporation. The Debtor’s mission is to provide quality healthcare through prevention,

education, and treatment in the hospital and community, including services and special programs

for persons with behavioral medical disorders and/or extended acute medical conditions. It seeks

to provide care with integrity, sensitivity and consistency to the under-served communities of

Philadelphia.

4. Currently, the Debtor operates the Girard Medical Center, a state-licensed

65 person private psychiatric hospital, and the Goldman Clinic, a medically assisted treatment

center, both located at 801 West Girard Avenue (“GMC”). Services offered at the GMC hospital

and clinic programs include: hospital-level psychiatric services; residential-level mental health

services; outpatient drug and alcohol services; and outpatient mental health services. On a given

day, the Debtor will typically provide services to more than 1,000 patients, including

approximately 200 on an in-patient, residential basis.

5. The Debtor employs approximately 575 employees, 60% of which are

members of one of four unions. The Debtor’s employee base is drawn largely from the

communities which it serves.

6. Until its closure in March, 2016, the Debtor also operated St. Joseph’s

Hospital, which was an acute care hospital offering medical and surgical services to poor and

underserved residents of North Philadelphia throughout its 168 year history. At the time of the

filing of the bankruptcy case, the Debtor owned the real property and improvements that housed
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the hospital located at 1600-50 W. Girard Avenue, Philadelphia, PA 19130, together with

certain, now abandoned as value-less, personal property located there (the “SJ Campus”).

7. Financially strained due to, among other things, the closure of St. Joseph’s

Hospital and the residuary liabilities associated with that operation and the declining

reimbursement rate for its Medicaid patients (despite corresponding increased costs for the

underlying services), on December 30, 2016, (the “Petition Date”) NPHS filed for relief pursuant

to Chapter 11 of the Bankruptcy Code. On January 23, 2017 an official Creditors’ Committee of

unsecured creditors (the “Creditors’ Committee”) was appointed.

8. According to the schedules, at the time of the filing of the case, the Debtor

had approximately $17 million in secured debt and $29 million in unsecured indebtedness.

Included in the secured debt were claims totaling approximately $13 million in favor of the Bank

of New York Mellon (“BNYM”), Hunt Mortgage, and HUD (collectively the “HUD Group”)

associated with bond indebtedness issued in 1997.2 There was also approximately $1 million

due to Gemino Healthcare Finance LLC (“Gemino”), the Debtor’s receivable finance lender, and

approximately $1.55 million due to the Commonwealth of Pennsylvania on account of

unemployment claims arising out of the closure of St. Joseph’s Hospital by the Commonwealth.

9. Since the filing of the case, the Debtor has sold the SJ Campus and

transferred approximately $9 million to the HUD Group for satisfaction of the bulk of the

outstanding bond indebtedness. At present, NPHS estimates that, after application of all funds

escrowed with BNYM (with the exception of the escrow established on account of insurance

2
In addition to a mortgage running in favor of the BNYM, pursuant to the HUD Regulatory Agreement Section 242

Non-Profit Hospital, Project No. 034-57004, of December 30, 1997, there is a recorded covenant (the “HUD
Covenant”) against the real and personal property of the Debtor intended to provide the Secretary of the United
States Department of Housing and Urban Development (“HUD”) an oversight of the Debtor for the benefit of the
FHA mortgage insurance endorsement. The Sale of the Property will be free and clear of the HUD Covenant.
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obligations), approximately $700,000 in principal and interest will remain due on the bonds on

July 1, 2017. The HUD Group has advised that it estimates that, at that time, it will be due

approximately $1.3 million in legal fees and other charges.3

THE SALE PROCESS

10. The Debtor has determined, in consultation with its advisors, that

maximizing the value of the Debtor’s estate is best accomplished through a sale, free and clear of

liens, claims, encumbrances or other interests, of substantially all of its assets, and accordingly,

by this Motion, the Debtor seeks authority to market and sell substantially all of its assets. On

June 27, 2017, NPHS entered into the Meridian APA pursuant to which Meridian, as a strategic

buyer, will acquire the Meridian Acquired Assets, which comprise substantially all of the assets

of NPHS used in the operation of the GMC, other than the Lower Parking Lot (defined below),

on the terms and conditions specified in the Meridian APA. The sale transaction contemplated by

the Meridian APA will be subject to competitive bidding on the terms set forth herein and in the

Bidding Procedures.

A. The Marketing Process

11. On April 3, 2017, the Debtor engaged the services of SSG Advisors, LLC

(“SSG”) as its investment banker. In that capacity, SSG is helping the Debtor explore its

strategic alternatives and work on a bankruptcy exit strategy. Included in the possible exit

strategies are new financing, a strategic buyer to take over the programs, and a real estate sale.

At present, SSG is engaged in discussions and due diligence process with multiple interested

parties.

3 NPHS has requested and received some backup from the HUD Group to substantiate these numbers. Additional
documentation regarding these legal fees has been requested.
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12. The SSG marketing efforts are not limited to exclusive real estate or going

concern sales. In at least one instance, NPHS has been contacted by an operating entity that is

looking to joint venture a transaction with a real estate player. Also, in the real estate context,

NPHS has been approached by entities that are interested in more than one of NPHS’s three (3)

significant real estate parcels.4 Among other things, SSG has worked diligently to commence

and conduct an extensive marketing process, targeting potential buyers based on a variety of

factors, including a potential buyer's interest in the Debtor’s assets and its financial ability to

consummate a transaction with the Debtor.

13. As of June 23, 2017, SSG had contacted approximately 107 parties that it

believed might have an interest in the assets, approximately 34 interested parties have executed

confidentiality agreements, and numerous interested parties are completing due diligence with

respect to the Debtor and its assets. Of the contacts, 73 have been individuals or entities

primarily interested in the Debtor’s real estate and 34 have been primarily interested in the

Debtor’s operations. The Debtor, with the assistance of SSG, its attorneys and other

representatives, has assembled data and documents to facilitate the diligence process and has

prepared business presentations to provide for an organized and efficient transmission of a large

amount of data related to the Debtor's assets and its businesses.

4 The parcels are generally referred to as the main buildings, the upper parking lot and the lower parking lot. The
main buildings are located at 801 Girard, which is real estate improved by the GMC Building, the ADC Building,
and the Tower Building. This property spans across 8th Street and houses NPHS’s operations.
The upper parking lot is a 207 space parking lot and is located at 1300-42 North 8th Street.
The lower parking lot (the “Lower Parking Lot”) includes NPHS’s interest in real estate located at 1301-25 N. 8th

Street; 1329 N. 8th Street; 1328 N. Perth Street and 1330 N. Perth Street and contains 73 spaces. The Lower Parking
Lot is the subject of the separate purchase agreements and may be removed from the Offered Assets to be sold
pursuant to this Motion if the Debtor does not obtain a higher or better bid for the Lower Parking Lot by July 7,
2017.
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14. The Debtor believes that the proposed Bidding Procedures described

herein are the most effective method of obtaining the highest and best offer for the Debtor’s

assets and businesses.

B. The Meridian APA5

15. The negotiations among the Debtor and the Meridian have included

extensive business discussions among senior management, the parties' legal teams, and the

parties' other advisors. The negotiations culminated on June 27, 2017, when the Debtor and

Meridian agreed to the terms of the Meridian APA. The Meridian APA contemplates the sale of

the Meridian Acquired Assets, subject to higher or better bids, on the following material terms:

Assets. Meridian will purchase from the Debtor substantially all of the
assets of the Debtor used in the operation of GMC, other than certain Excluded
Assets (as defined in the Meridian APA), which Excluded Assets shall include
cash, accounts receivable, the Lower Parking Lot, avoidance actions and other
items. Meridian APA §§ 2.1; 2.2.

Purchase Price The purchase price to be paid for the Meridian Acquired
Assets will be (i) $10,000,000, plus (ii) Meridian's assumption of the Assumed
Liabilities, plus or minus (iii) the closing date adjustments pursuant to Section 2.6
of the Meridian APA. Meridian APA §§2.5, 2.6.

Break-Up Fee. If the Debtor sells all or substantially all of the Meridian
Acquired Assets in a transaction or a series of transactions with one or more
persons other than Meridian in accordance with the Bidding Procedures Order
(such an event being an "Alternate Transaction"), Meridian shall be entitled to (a)
its reasonably documented actual out-of-pocket fees and expenses (including
legal, accounting and other fees and expenses), up to $200,000, incurred in
connection with the negotiation and documentation of the Meridian APA, the
performance by the parties of their respective obligations under the Meridian
APA and the monitoring of, and participation in, the Bankruptcy Case to the
extent reasonably related to the sale by the Debtor of the Offered Assets, plus (b)
3% of the sale price, with such amounts being payable upon the closing or
consummation of such alternate transaction(s). Meridian APA § 5.3(f)

5 Capitalized terms used but not defined herein have the meanings ascribed to them in the Meridian APA. To the
extent that there are inconsistencies between any summary description of the Meridian APA contained herein and
the terms and conditions of the Meridian APA, the terms and conditions of the Meridian APA shall control.
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Conditions to Closing. The Meridian APA contains certain conditions that
must be satisfied prior to the closing of the Sale. Among other things, the
Meridian Purchaser's obligation to consummate the Sale is subject to the
satisfaction at or prior to the Closing Date of each of the following conditions:

(a) The agreement of Meridian and those unions representing NPHS
employees to enter into amended collective bargaining agreements, in
form and substance acceptable to Meridian or, at Meridian’s option, the
rejection of the existing collective bargaining agreements and entry into
new agreements in form and substance acceptable to Meridian;

(b) An agreement between Meridian and Community Behavioral Health
(“CBH”), in form and substance acceptable to Meridian, for a term of at
least one year, which agreement must include a 6% increase in the
reimbursement rate for all services paid by or through CBH;

(c) An agreement by the Commonwealth of Pennsylvania to transfer 24
psychiatric beds from Norristown State Hospital to Meridian for use at
NPHS within 12 months of closing;

(d) An agreement by the Commonwealth of Pennsylvania and the City of
Philadelphia to provide, on a combined basis, up to $5,000,000 for capital
improvements at GMC on a dollar for dollar matching basis with Meridian
for a period of 30 months after the closing;

(e) The receipt of all necessary or appropriate consents and approvals of
appropriate persons, including the approval of the governing boards of the
affected organizations and appropriate governmental authorities;

(f) The receipt of approval from the Pennsylvania Attorney General and the
Orphans’ Court Division of the Court of Common Pleas;

(g) The filing of all notices and the receipt of such licenses, approvals, permits
and provider numbers and agreements, as may be necessary or
appropriate;

(h) The termination of any waiting period under the Hart-Scott-Rodino
Antitrust Improvements Act of 1976, as amended, if required;

(i) Receipt of new provider numbers (the “Provider Numbers”) from all third
party payors; and

(j) The entry of the Meridian Sale Order, the absence of any stay of the
Meridian Sale Order and, unless waived by Meridian, the passage of
sufficient time for the Meridian Sale Order to become final and no longer
subject to any pending appeal; Meridian APA § 7.
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Sale Free and Clear. The Meridian Acquired Assets will be transferred
free and clear of all liens and any other encumbrances, claims, security interests,
mortgages or pledges. Meridian APA § 2.1.

Outside Closing Date. October 31, 2017.

C. The Bidding Procedures

16. In order to ensure that the maximum value for the Offered Assets is

obtained, the Meridian APA is subject to higher or better offers. The Debtor believes that sale

pursuant to the Bidding Procedures described below will provide the best opportunity to

maximize the realizable value of the Offered Assets. The Bidding Procedures are included in the

proposed Bidding Procedures Order (attached hereto as Exhibit A).6

17. The key provisions of the Bidding Procedures to be employed with respect

to the proposed sale of the Offered Assets include the following:

Proposed Dates and Deadlines:

1. Entry of Bidding Procedures Order: July 5, 2017;

2. Assumption/Assignment and Cure Objection Deadline: July 31,
2017 (at 4:00 p.m. (prevailing Eastern Time));

3. Sale Objection Deadline: August 14, 2017 (at 4:00 p.m. (prevailing
Eastern Time));

4. Bid Deadline: August 9, 2017 (at 5:00 p.m. (prevailing Eastern
Time));

5. Auction Date: August 11, 2017 (at 10:00 a.m. (prevailing Eastern
Time));

6. Sale Hearing: August 15, 2017 (at 11:00 a.m. (prevailing Eastern
Time));

Provisions Regarding the Sale of Offered Assets by Lot. The Offered Assets are being
offered in three lots as follows:

6 The following summary is provided for convenience. In the event of any inconsistency between the following
summary and the Bidding Procedures, the latter shall control.
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1. Lot 1 shall be comprised of the Meridian Acquired Assets as well
as such other Offered Assets as the applicable Qualified Bidder
shall designate, but shall not include any of the Offered Assets
comprising the Lower Parking Lot.

2. Lot 2 shall be comprised of the Lower Parking as well as such
other Offered Assets as the applicable Qualified Bidder shall
designate, but shall not include any of the Offered Assets
comprising the Meridian Acquired Assets.

3. Lot 3 shall be comprised of the Meridian Acquired Assets, the
Lower Parking Lot and such other Offered Assets as the applicable
Qualified Bidder shall designate.

Provisions Governing Qualifications of Bidders and Bids. A bid submitted will be
considered, and the Qualified Bidder will be authorized to participate in the Auction, only
if the bid submitted is for one of the Lots described above and includes each of the
following "Qualified Bid Required Documents" (such bid, a "Qualified Bid"):

(a) a letter, executed by such bidder: (i) identifying the Lot number of the
Offered Assets subject to the bid, (ii) setting forth the net cash purchase
price, which net cash amount must reflect a value to be delivered to the
Debtor at closing equal to or greater than: (A) if the bid is for Lot 1,
$10,600,000, (B) if the bid is for Lot 2, $1,800,000 and (C) if the bid is for
Lot 3, $12,400,000 (iii) stating any assumed liabilities proposed to be paid
or assumed by such bidder, (iv) stating that the bid submitted by such
bidder is irrevocable until the conclusion of the Sale Hearing (as defined
below), subject to the requirements set forth below relating to any Back-up
Bidder (as defined below); (v) stating that such bid and the agreements,
exhibits, and schedules referred to in clause (b) immediately below, have
been duly authorized, executed, and delivered by such bidder and that no
further internal or equity holder approvals are required with respect to any
such agreement or matter; (vi) setting forth each regulatory and other
approval required by such bidder for the consummation of the purchase
and sale of the Offered Assets subject to such bid and the time period
within which such bidder expects to receive such regulatory and other
approvals (and in the case that receipt of any such regulatory or other
approval is expected to take more than 14 days following execution and
delivery of an asset purchase agreement, those actions such bidder will
take to ensure its receipt of all such approval(s) as promptly as possible);
(vii) containing a provision similar to the Meridian APA regarding
operating losses post September 1, 2017 and including a commitment to
close on or before October 31, 2017 (the "Projected Closing Date"); and
(viii) confirming that the bid submitted by such bidder is not conditioned
on receipt of any financing, or the outcome of any due diligence
investigation;
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(b) a clean asset purchase agreement, duly authorized, executed, and delivered
by such bidder, for the Offered Assets proposed to be acquired consistent
in all material respects with clause (a) immediately above, together with
all exhibits and schedules thereto which, if the applicable bid is for Lot 1
or Lot 3, contains substantially the same terms as the Meridian APA
(together with such additional terms as are required herein), or terms more
favorable to the Debtor than the terms set forth in the Meridian APA for
the Offered Assets proposed to be acquired (a "Modified Purchase
Agreement") and a marked Modified Purchase Agreement reflecting the
variations from the Meridian APA and each exhibit and schedule thereto,
as applicable (with it being understood that the Modified Purchase
Agreement for each bidder for Lot 1 or Lot 3 must show with precision
any changes to the assets, contracts, leases, and liabilities to be assumed or
purchased by such bidder relative to the Meridian APA);

(c) to the extent that the bidder proposes to pay for the Offered Assets in
whole or in part, from cash on hand (as reflected on such bidder's balance
sheet), recent financial information, satisfactory to the Debtor after
consultation with the Creditors’ Committee showing such bidder's ability
to pay the cash portion of the purchase price, (ii) to the extent that such
bidder is proposing to pay for the Offered Assets with funds from any
third-party financing source (whether such source is providing debt or
equity financing), copies of written and legally binding firm commitments
to provide such financing (including, without limitation, under any
existing credit facility) executed by all parties thereto, in each case,
satisfactory to the Debtor after consultation with the Creditors’ Committee
and containing no material conditions to the closing and funding of such
financing other than entry of a sale order and receipt of required
government consents or approvals, and (iii) a combination of the materials
and information described in (i) and (ii) of this clause (c) above,
satisfactory to the Debtor, after consultation with the Creditors’
Committee, evidencing a capitalization for such bidder in such amount as
the Debtor, after consultation with the Committee, may require.

(d) the Modified Purchase Agreement, if for Lot 1 or Lot 3, or the asset
purchase agreement, if for Lot 2, must expressly exclude from assets being
acquired any and all cash and cash equivalents owned by the Debtor in
any form; and

(e) a cash deposit in the amount equal to (i) $250,000, if the bid is for Lot 1 or
Lot 3, or (ii) $175,000, if the bid is for Lot 2.

For all purposes of the Bidding Procedures, (i) Meridian will be deemed a
Qualified Bidder and the transactions proposed in the Meridian APA will
be deemed a Qualified Bid and (ii) each of Gemino and Hunt Mortgage
will in all events be deemed a Qualified Bidders and may include a credit
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bid with respect to any Offered Assets in accordance with Bankruptcy
Code Section 363(k) and applicable law.

No Competing Qualified Bids. If no Qualified Bids for Lot 1 or Lot 3 are submitted by
the Bid Deadline, the Debtor shall cancel the Auction as it relates to the Meridian
Acquired Assets and Meridian shall be deemed to be the Successful Bidder (as defined
below) for the Meridian Acquired Assets. If no Qualified Bids for Lot 2 or Lot 3 are
submitted by the Bid Deadline, the Debtor shall cancel the Auction as to the Lower
Parking Lot. In the event only one Qualified Bid is received by the Bid Deadline for Lot
2 and no Qualified Bids are received by the Bid Deadline for Lot 3, the Debtor shall
cancel the Auction as it relates to Lot 2 and the bidder who submitted the Qualified Bid
for Lot 2 will be deemed to be the Successful Bidder for Lot 2.

Auction. If, by the Bid Deadline, the Debtor has received (a) at least one Qualified Bid
for Lot 1 (in addition to the Qualified Bid from Meridian), (b) more than one Qualified
Bid for Lot 2, or (c) at least one Qualified Bid for Lot 3, the Debtor will conduct an
Auction with respect to the Offered Assets subject to more than one Qualified Bid,
including the Qualified Bid from Meridian for Lot 1. The Auction will take place on
August 11, 2017 starting at 9:00 a.m. (prevailing Eastern Time) at the offices of
Dilworth Paxson, LLP 1500 Market Street, 3500E, Philadelphia, PA 19102, or at such
other place, date, and time as the Debtor may designate in writing in consultation with the
Creditors' Committee. If the place, date, or time of the Auction changes, or if the Auction
is cancelled, then the Debtor will file a notice with the Court of any such change or
cancellation. Other than the Debtor and the Creditors' Committee, only parties and their
advisors that have been advised that they have submitted or been deemed to have
submitted a Qualified Bid will be permitted to participate as or with a bidder at the
Auction.

The Auction shall be governed by the following procedures:

(a) only Qualified Bidders shall be entitled to make any subsequent bids at the
Auction;

(b) each Qualified Bidder shall be required to confirm that it has not engaged
in any collusion with respect to the bidding, the sale, or the bidding process;

(c) the Qualified Bidders shall appear at the Auction in person or through a
duly authorized representative unless the Debtor otherwise agrees in consultation with
the Creditors' Committee;

(d) prior to the Auction, the Debtor shall designate and provide copies of the
highest and best Qualified Bid(s) for the Offered Assets which are subject to the Auction
(the “Starting Bid(s)”) to all Qualified Bidders that have informed the Debtor of their
intent to participate in the Auction;

(e) if one or more Qualified Bids are received by the Bid Deadline for Lot 3, a
single Starting Bid shall be designated as the Starting Bid for all of the Offered Assets,
which Starting Bid shall be the highest and best Qualified Bid for Lot 3;
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(f) if no Qualified Bids for Lot 3 are received by the Bid Deadline, then the
Starting Bid for Lot 1 and the Starting Bid for Lot 2, to the extent such Offered Assets are
subject to the Auction, shall be separately determined and announced;

(g) Qualified Bidders may then submit successive bids by Lot, with the value
to the Debtor, as determined by the Debtor in its reasonable business judgment after
consultation with the Creditors' Committee of at least the applicable Starting Bid plus
$100,000 and then continue in minimum increments of at least $100,000 higher than the
value to the Debtor of the previous bid; provided, that the Debtor will retain the right to
modify the bid increment requirements (other than the initial bid increment of $100,000)
at the Auction after consultation with the Creditors' Committee;

(h) should Meridian elect to submit additional bids for Lot 1 or submit a bid
for Lot 3, for purposes of comparing the value to the Debtor of any bid by Meridian to
the value to the Debtor of any other Qualified Bid(s) for such Offered Assets, $200,000
plus 3% of the amount of any such other Qualified Bid(s) will be deducted from the value
of such other Qualified Bid(s) to account for the Debtor’s obligation to pay the Meridian
Bid Protections to Meridian;

(i) in the event of bidding at the Auction for Lot 1, Lot 2 and Lot 3, (i) for the
purposes of determining the highest and best bids, the highest bid for Lot 1 shall be added
to the highest bid for Lot 2 and such sum shall be compared to the highest bid for Lot 3,
and (ii) any bidder for Lot 1 (and not any other Lot) and any bidder for Lot 2 (and not any
other Lot) may coordinate their bids prior to submission.

(j) except as expressly stated herein, the Auction will be conducted in a
manner as determined by the Debtor in consultation the Creditors' Committee;

(k) all Qualified Bidders shall have the right to submit additional bids and
make additional modifications to their respective Qualified Bids at the Auction; provided,
that any such modifications, on an aggregate basis and viewed in whole, shall not be less
favorable to the Debtor than any prior bid by such party or the preceding bid, as
determined by the Debtor in consultation with the Creditors’ Committee; provided,
further, that such additional bids must comply with all of the conditions for a Qualified
Bid set forth above.

(l) the Debtor shall have the right to request any additional financial
information that will allow the Debtor to make a reasonable determination as to the
Qualified Bidder's financial and other capabilities to consummate the transactions
contemplated by any Qualified Bid, as amended during the Auction process, and any
further information that Debtor believes is reasonably necessary to clarify and evaluate
the terms of a Qualified Bidder's bid; and

(m) the Debtor shall announce the material terms of each Qualified Bidder's
bid and the basis for calculating, and the total consideration offered in, each such bid.

Successful Bid; Back-Up Bid. Upon completion of the foregoing steps in the Auction, if
not cancelled, or as soon thereafter as practicable, the Debtor, in consultation with the
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Creditors' Committee, will: (i) review each Qualified Bid, and consider each Qualified
Bid, in each case as updated through the conclusion of the Auction, on the basis of,
among other considerations, the same considerations used by the Debtor in determining
the highest and best offer(s) during the Auction, and (ii) identify the highest or otherwise
best Qualified Bid(s) for the Offered Assets received at the Auction (the "Successful Bid"
and the party making such bid(s), the "Successful Bidder"), as well as identifying the
Back-up Bidder(s) if any. The Auction will be deemed concluded upon the determination
of the Successful Bid(s), the Successful Bidder(s) and the Back-up Bidder(s). The
concluding date and time of the Auction, if held, shall be stated on the record. Upon
designation as such, the Successful Bidder(s) shall have such rights and responsibilities
as set forth in the applicable asset purchase agreement for such Successful Bidder(s) as
agreed at the Auction. Within two (2) calendar days following the conclusion of the
Auction, if not cancelled, or the Bid Deadline, if the Auction is cancelled, the Successful
Bidder(s) shall complete and execute all agreements, contracts, instruments, or other
documents evidencing and containing the terms and conditions upon which the
Successful Bid was made. The results at the close of the Auction shall be final and no
additional bids will be accepted after the close of the Auction. The foregoing
notwithstanding, Meridian has not agreed to serve as Back-up Bidder and will not be
required to serve as a Back-up Bidder.

Return of Deposits. Except as otherwise provided in the Bidding Procedures and under
any asset purchase agreement relating to a Qualified Bid(s) accepted by the Debtor in
accordance with these Bidding Procedures, all deposits shall be returned to each bidder
not selected by the Debtor in accordance with the above procedures as the Successful
Bidder(s) or the Back-up Bidder(s) by no later than the fifth business day after the
conclusion of the Auction; provided, however, that the interest, if any, on such deposit
may not be returned until the second business day of the month following such
conclusion; and further provided, however, the Deposit paid by Meridian shall be
returned to Meridian pursuant to the terms of the Meridian APA. The deposit of the
Back-up Bidder(s) shall be held by the Debtor until 24 hours after the earlier of the
applicable outside closing date or the date on which the sale is consummated with the
Back-up Bidder(s) upon its designation as the new Successful Bidder.

D. Meridian Bid Protections

18. Meridian and its advisors have expended, and will continue to expend,

considerable time, energy and resources pursuing the purchase of the Meridian Acquired Assets,

and have engaged in extended, good faith negotiations with the Debtor to facilitate such

transaction. Among other things, Meridian heavily negotiated the Meridian APA and

participated in the drafting and negotiating of the form of the Meridian Sale Order, all of which

will facilitate negotiations with any other Successful Bidder(s) for either Lot 1 or Lot 3.
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19. The Debtor and its advisors believe that a sale of the Meridian Acquired

Assets (whether pursuant to a bid for Lot 1 or Lot 3) requires a stalking horse bid and an auction

in order to maximize the return to the Debtor’s estate. The Meridian Bid Protections are

necessary in order to obtain the commitment of Meridian and compensate it for the time and

effort of investigating the Meridian Acquired Assets. Notably, Meridian has committed to keep

its bid open, subject to the termination provisions of the Meridian APA, through October 31,

2017, without any assurance that the Debtor’s marketing efforts will not yield a higher or better

offer. This alone justifies the Meridian Bid Protections as necessary to the Debtor’s estate. In

addition, the presence and commitment of Meridian should assuage some of the concerns of

potential bidders regarding the delay and uncertainties inherent in a bankruptcy sale, compared to

alternative sales. Meridian has also set a minimum price floor for bidding on the Meridian

Acquired Assets and minimized the possibility of an unsuccessful sale.

20. In recognition of this expenditure of time, energy, and resources, the

Debtor, in accordance with Section 5.3(f) of the Meridian APA, has agreed to pay Meridian (a)

its reasonably documented actual out-of-pocket fees and expenses (including legal, accounting

and other fees and expenses), up to $200,000, incurred directly or indirectly in connection with

the negotiation and documentation of the Meridian APA, the performance by the parties of their

respective obligations under the Meridian APA and the monitoring of, and participation in, the

Bankruptcy Case to the extent reasonably related to the sale by the Debtor of the Offered Assets,

plus (b) 3% of the sale price if the Debtor sells all or substantially all of the Meridian Acquired

Assets in a transaction or a series of transactions with one or more persons other than Meridian

in accordance with the Bidding Procedures Order, with such amounts being payable upon the

closing or consummation of such alternate transaction(s).
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E. The Notice Procedures

21. The Debtor proposes to give notice of the Auction and the Sale Hearing

no later than two (2) business days after the entry of the Bidding Procedures Order to all

interested persons and entities, including (i) the Office of the United States Trustee; (ii) those parties

requesting notice under Bankruptcy Rule 2002; (iii) counsel to the Official Committee of Unsecured

Creditors; (iv) counsel to The Bank of New York Mellon Trust Company, N.A.; (v) counsel to Hunt

Mortgage Group, LLC; (vi) counsel to the United States of America Department of Housing and Urban

Development (“HUD”); (vii) all creditors listed on the matrix filed by the Debtor with the Court; (viii) all

parties known by the Debtor to hold or assert liens against any of the Acquired Assets (as defined in the

Agreement); (ix) the Local District Director for the United States of America Internal Revenue Service,

(x) the United States Attorney for the Eastern District of Pennsylvania; (xi) the United States

Environmental Protection Agency; (xii) the Pension Benefit Guaranty Corporation; (xiii) the

Commonwealth of Pennsylvania Department of Revenue; (xiv) the Commonwealth of Pennsylvania

Department of Environmental Protection; (xv) the Office of the Attorney General for the Commonwealth

of Pennsylvania; (xvi) the Commonwealth of Pennsylvania Department of Labor and Industry; (xvii) the

City Solicitor of the City of Philadelphia, (xviii) all counterparties to contracts with the Debtor; (xix) all

parties that have filed an entry of appearance in this case, (xx) all parties that expressed an interest in

acquiring the Acquired Assets and any additional persons that the Debtor believed may have had an

interest in acquiring the Acquired Assets. To this end, the Debtor seeks Court approval of the notice

of Auction and Sale Hearing and Objection Deadline attached to the Bidding Procedures Order

as Exhibit 2 (the "Sale Notice").

F. The Assignment Procedures

22. The Debtor proposes the following procedures for notifying counterparties

to executory contracts and unexpired leases (collectively, the "Executory Contracts and

Unexpired Leases") of potential cure amounts and adequate assurance information in the event
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such Executory Contracts and Unexpired Leases are assumed by the Debtor and assigned to

Meridian and/or another Successful Bidder at the Auction:

(a) Notice of Potential Assumption and Assignment. As soon as practicable,
but in any event no later than ten (10) business days following entry of the Bidding
Procedures Order, the Debtor shall serve each counterparty with an Assumption and
Assignment Notice substantially in the form attached to the Bidding Procedures Order as
Exhibit 1 (an "Assumption and Assignment Notice"), by first class mail. The
Assumption and Assignment Notice will inform each recipient that the respective
Executory Contract and Unexpired Lease may be either: (i) assumed and assigned or
(ii) rejected. The Assumption and Assignment Notice will state the amounts (the "Cure
Amounts") that the Debtor asserts are due to cure any non-monetary defaults in the event
that the applicable Executory Contract and Unexpired Lease is assumed and assigned.

(b) Objection Period. Any objections to the assumption and/or assignment of
any Executory Contracts and Unexpired Leases identified on an Assumption and
Assignment Notice, including to the Cure Amount set forth in such notice and the ability
of Meridian to provide adequate assurance of future performance, must be in writing,
filed with the Court, and be actually received by the Objection Notice Parties (defined
below) no later than July 31, 2017 at 4:00 p.m. (prevailing Eastern Time (the "Cure
Amount/Assignment Objection Deadline").

(c) Assigned Contracts. No later than two (2) days prior to the Sale Hearing,
Meridian and/or any other Successful Bidder shall designate, by written notice to the
Debtor, which of the Executory Contracts and Unexpired Leases are to be assumed by the
Debtor and assigned to Meridian and/or any other Successful Bidder (each an "Assigned
Contract") provided, however, Meridian and/or any other Successful Bidder may remove
any executory contract or unexpired lease from the Assigned Contracts list at any time
prior to the applicable closing(s). Only Executory Contracts and Unexpired Leases that
are designated as Assigned Contracts prior to the Sale Hearing and not removed from the
Assigned Contracts list prior to applicable closing(s) shall be assumed by the Debtor and
assigned to Meridian or any other Successful Bidder.

(d) Excluded Contracts. The Debtor shall notify the non-Debtor party or
parties to any Executory Contract and Unexpired Lease not assumed and assigned (each
an “Excluded Contract”) by written notice as soon as practicable after the applicable
closing(s). Each Excluded Contract may be rejected or otherwise terminated by the
Debtor in its discretion.

G. Sale Hearing and Objection Procedures

23. To the extent that the Debtor holds the Auction and selects a Successful

Bid(s), within one (1) business day of determining the Successful Bid(s), the Debtor shall file on

the Court's public docket the Successful Bidder Notice disclosing the identity of the Successful
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Bidder(s) and the identity of the Back-Up Bidder(s), if any. The Debtor intends to present the

Successful Bid(s), if any, for approval by the Court pursuant to Bankruptcy Code sections 105,

363 and 365 at the Sale Hearing to be scheduled by the Court and, subject to the Court’s

availability, currently proposed as August 15, 2017. The Debtor reserves the right to request the

adjournment of the Sale Hearing. The Debtor shall be deemed to have accepted a bid only when

the Court has approved the bid at the Sale Hearing.

24. The Debtor respectfully requests this Court to require that all objections to

the sale(s) contemplated by this Motion: (a) be in writing; (b) state with specificity the nature of

such objection; (c) comply with the Bankruptcy Rules and the Local Rules; and (d) be filed with

the Court on or before August 14, 2017, at 4:00 p.m. (prevailing Eastern Time) (the “Sale

Objection Deadline”), or such later date and time as the Debtor may agree; and (e) be served, so

as to be actually received on or before the Sale Objection Deadline, by (i) counsel for the Debtor,

Dilworth Paxson LLP, 1500 Market Street, Suite 3500E, Philadelphia, PA 19102; Attn: Martin J.

Weis, Esquire, (ii) counsel for the Creditors’ Committee, Obermayer Rebmann Maxwell &

Hippell LLC, Centre Square West, 1500 Market Street, Suite 3400, Philadelphia, PA 19102,

Attention: Edmond George, Esquire, and (iii) counsel to Meridian, Stevens & Lee, P.C., 620

Freedom Business Center, Suite 200, King of Prussia, PA 19406, Attention: Robert Lapowsky,

Esquire (the “Objection Notice Parties”).

25. The failure of any objecting person or entity to file its objections by the

Sale Objection Deadline and in accordance with the procedures outlined above should act as a

bar to the assertion, at the Sale Hearing or thereafter, of any objection, and should be deemed to

constitute consent to entry of the Meridian Sale Order and any other applicable sale order and
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consummation of the sale(s) contemplated thereby and all transactions related thereto for

purposes of Bankruptcy Code section 363(f)(2).

26. The Sale Hearing may be adjourned, from time to time, without further

notice to creditors or other parties in interest other than by announcement of said adjournment

before the Court or on the Court’s calendar on the date scheduled for said hearing.

H. Sale Free and Clear of Liens, Claims, Interests and Encumbrances

27. The Debtor has agreed to sell, transfer and assign, pursuant to Bankruptcy

Code section 363, the Debtor's right, title and interest in the Meridian Acquired Assets and seeks

leave to sell the Debtor's right, title and interest in the remainder of the Offered Assets, in each

case, free and clear of any and all liens, claims, interests, and other encumbrances. Without the

assurance that the Meridian Acquired Assets would be sold free and clear of all liens, claims,

interests and other encumbrances, Meridian would not have agreed to the terms of the Meridian

APA and would not consummate the transactions contemplated thereby. Without the assurance

that the Offered Assets other than the Meridian Acquired Assets would be sold free and clear of

all liens, claims, interests and other encumbrances, the Debtor does not believe any party would

be willing to submit a bid. As a result, the sale, transfer and assignment of the Meridian

Acquired Assets and the other Offered Assets (if applicable) free and clear of all liens, claims,

interests and other encumbrances benefits the Debtor's estate by, as regards the Meridian

Acquired Assets, providing a baseline purchase price and ensuring the commitment of significant

capital by at least one Qualified Bidder prior to the Auction and, as to the other Offered Assets,

preserving the possibility that bids will be received. Accordingly, the Debtor seeks a finding by

the Court that, upon the applicable closing(s), neither the Offered Assets nor the Successful

Bidder(s) (including Meridian, if applicable) shall be liable for any liens, claims, interests or

other encumbrances.
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RELIEF REQUESTED

28. By this Motion, the Debtor is requesting the entry of two orders

concerning sales of the Offered Assets. First, the Debtor seeks the immediate entry the Bidding

Procedures Order to provide for the orderly sale of the Meridian Acquired Assets and, if

applicable, the other Offered Assets. Second, the Debtor seeks the eventual entry of the

Meridian Sale Order and, if applicable, sale orders approving any and all sales of Offered Assets

to any bidder other than Meridian that are a result of the Bidding Procedures set forth above.

This relief requested by the Debtor is intended to provide for a competitive bidding and auction

procedure for the Offered Assets to maximize value for the Debtor's estates, creditors and other

stakeholders as expeditiously as possible.

BASIS FOR RELIEF

A. The Bidding Procedures Are Appropriate Under The Circumstances

29. A debtor may sell, after notice and a hearing, its assets outside the

ordinary course of business. 11 U.S.C. § 363(b)(1). Generally, to obtain approval of a proposed

sale of assets, a debtor must demonstrate that the proposed purchase price is the highest and best

offer under the circumstances of the case. See, e.g., In re Mushroom Transp. Co., 382 F.3d 325,

339 (3d Cir. 2004) (holding that Debtor have a "fiduciary duty to protect and maximize the

estate’s assets"); Four B. Corp. v. Food Barn Stores, Inc. (In re Food Barn Stores, Inc.), 107

F.3d 558, 564-65 (8th Cir. 1997) (holding that in bankruptcy sales, "a primary objective of the

Code [is] to enhance the value of the estate at hand"); In re Integrated Res., 147 B.R. 650, 659

(S.D.N.Y. 1992) ("It is a well-established principle of bankruptcy law that the . . . Debtor' duty

with respect to such sales is to obtain the highest price or greatest overall benefit possible for the

estate.") (quoting Cello Bay Co. v. Champion Int'l Corn. (In re Atlanta Packaging Prods., Inc.),

99 B.R. 124, 130 (Bankr. N.D. Ga. 1988)).
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30. The implementation of sale procedures to facilitate the sale of a debtor's

assets outside of the ordinary course of a debtor's business is routinely approved by bankruptcy

courts as a means of ensuring that such sale will generate the highest and best return for a

debtor's estate. The Debtor submits that the opportunity for bidding embodied in the Bidding

Procedures will generate the highest or otherwise best offer for the Meridian Acquired Assets

and, if applicable, the other Offered Assets and therefore is designed to maximize the value of

the Offered Assets.

31. As set forth above, the Debtor believes that the sale of the Meridian

Acquired Assets and, if applicable, the other Offered Assets is the best way to generate the

highest possible sale proceeds for the benefit of the Debtor's estate, creditors, and other

stakeholders. Accordingly, the Debtor, in its business judgment, has concluded that (a) a court-

supervised sale of the Meridian Acquired Assets and, if applicable, the other Offered Assets, is

the best way to maximize value for the Debtor's estate, and (b) the proposed Bidding Procedures

described herein are fair, reasonable and appropriate and are designed to maximize recovery with

respect to the sale of the Meridian Acquired Assets and, if applicable, the other Offered Assets.

B. Sale of the Offered Assets is a Product of the Selling Debtor's Reasonable
Business Judgment

32. Bankruptcy Code section 363(b)(1) provides: "[t]he Trustee, after notice

and a hearing, may use, sell, or lease, other than in the ordinary course of business, property of

the estate." Bankruptcy Code section 105(a) provides in relevant part: "[t]he Court may issue

any order, process, or judgment that is necessary or appropriate to carry out the provisions of this

title."

33. A proposed sale of assets of a debtor under Bankruptcy Code section 363

outside the ordinary course of business and prior to the confirmation of a plan of reorganization
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should be approved if a court finds that the transaction represents a reasonable business judgment

on the part of the trustee or debtor in possession. See In re Abbotts Dairies of Pa., 788 F.2d 143

(3d Cir. 1986); In re Del. & Hudson Ry. Co., 124 B.R. 169, 176 (D. Del. 1991) (holding that the

following non-exclusive list of factors may be considered by a court in determining whether

there is a sound business purpose for an asset sale: "the proportionate value of the asset to the

estate as a whole; the amount of elapsed time since the filing; . . . the effect of the proposed

disposition [on] the future plan of reorganization; the amount of proceeds to be obtained from the

sale versus appraised values of the property; and whether the asset is decreasing or increasing in

value"); In re Phoenix Steel Corp., 82 B.R. 334, 335-36 (Bankr. D. Del. 1987) (stating that the

elements necessary for approval of a section 363 sale in a chapter 11 case are "that the proposed

sale is fair and equitable, that there is a good business reason for completing the sale and the

transaction is in good faith").

34. The "sound business reason" test requires a trustee or debtor-in-possession

to establish four elements: (1) that a sound business purpose justifies the sale of assets outside

the ordinary course of business; (2) that accurate and reasonable notice has been provided to

interested persons; (3) that the trustee or the debtor in possession has obtained a fair and

reasonable price; and (4) good faith. See Abbotts’s Dairies, 788 F.2d at 145-47; In re Titusville

Country Club, 128 B.R. 396, 399 (Bankr. W.D. Pa. 1991); In re Sovereign Estates, Ltd., 104

B.R. 702, 704 (Bankr. E.D. Pa. 1989); see also In re Lionel Corp., 722 F.2d 1063, 1071 (2d Cir.

1983).

35. The proposed Bidding Procedures for the sale of the Meridian Acquired

Assets and, if applicable, the other Offered Assets, meets the "sound business reason" test. First,

sound business purposes justify the sales. The Debtor believes that a prompt sale of the
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Meridian Acquired Assets and, if applicable, the other Offered Assets, by auction presents the

best opportunity to realize the maximum value of the estate’s assets for distribution to creditors.

The Debtor further believes that the net benefit to its creditors may be adversely affected absent

an immediate sale, as a result of the Debtor's inability to continue to fund operating losses.

Furthermore, the Debtor continues to incur costs that, if a sale is not consummated promptly,

likely will erode the proceeds that which can be realized for the Debtor's creditors from a sale of

the Meridian Acquired Assets and, if applicable, the other Offered Assets. See In re Lionel

Corp., 722 F.2d at 1071 (of factors for court to evaluate on motion under section 363(b), "most

important perhaps, [is] whether the asset is increasing or decreasing in value").

36. The proposed Bidding Procedures for sale of the Meridian Acquired

Assets and, if applicable, the other Offered Assets, also meets the other factors of the "sound

business reason" test. As part of this Motion, the Debtor has sought to establish procedures for

notice to creditors, other prospective bidders, and other parties in interest. Under the

circumstances of this case, the Debtor submits that the notice period proposed satisfies the

requirements of the Bankruptcy Rules, see Bankruptcy Rule 2002, and provides sufficient time

for parties in interest to submit objections to the proposed sale and for bidders to formulate and

submit competing proposals.

37. Finally, the proposed Bidding Procedures for sale of the Meridian

Acquired Assets and, if applicable, the other Offered Assets, satisfy the good faith requirement

of Abbotts Dairies. The Debtor submits that the results of the Auction will be the product of

good faith, arm's-length negotiations with respect to the price and other terms of the sale of the

Meridian Acquired Assets and, if applicable, the other Offered Assets, between the Debtor and

highest and best bidders at the conclusion of the Auction.
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38. As set forth above, the Debtor has determined, in the exercise of its sound

business judgment, that the sale of the Meridian Acquired Assets and, if applicable, the other

Offered Assets, to the highest and best bidders at the Auction is appropriate and in the best

interests of its estate and creditors. The sale of the Meridian Acquired Assets and, if applicable,

the other Offered Assets, at the Auction will afford the Debtor’s estate an opportunity to

maximize the recoveries to creditors. Accordingly, the Debtor requests that the Court approve

the proposed Bidding Procedures for sale of the Meridian Acquired Assets and, if applicable, the

other Offered Assets, to the highest and best bidder(s) at the Auction and approve the sale(s)

presented to the Court at the Sale Hearing.

C. The Meridian Bid Protections are Necessary Under the Circumstances

39. The Debtor has formulated a bidding process that the Debtor believes will

induce prospective competing bidders to expend the time, energy and resources necessary to

submit a bid for the Meridian Acquired Assets, and which the Debtor believes is fair and

reasonable and will provide a benefit to the Debtor’s estate and creditors. The Debtor has

concluded that the provision of the Meridian Bid Protections is warranted under the

circumstances at hand.

40. The use of bid protections such as the break-up fee/expense

reimbursements enables a debtor to ensure a sale at a minimum price that the debtor believes is

fair, while providing the debtor with the potential of obtaining an enhanced recovery through an

auction process. Historically, bankruptcy courts have approved bidding incentives (including bid

protections) solely by reference to the "business judgment rule," which proscribes judicial

second-guessing of the actions of a corporation's board of directors taken in good faith and in the

exercise of honest judgment. See, e.g., In re 995 Fifth Ave. Assocs., 96 B.R. 24, 28 (Bankr.

S.D.N.Y. 1989) (holding that bidding incentives may "be legitimately necessary to convince a
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'white knight' to enter the bidding by providing some form of compensation for the risks it is

undertaking" and upholding the fee where the creditors' Creditors’ Committee closely scrutinized

the fee, the fee was not unreasonable in relation to the size of the sale, and the work and expense

involved in negotiating the transaction were significant) (citation omitted); In re Marrose Corp.,

Nos. 89 B 12171-12179 (CB), 1992 WL 33848, at *5 (Bankr. S.D.N.Y. Feb. 15, 1992)

("[bidding incentives] are meant to compensate the potential acquirer who serves as a catalyst or

'stalking horse' which attracts more favorable offers"). See also In re Integrated Res., 147 B.R.

at 657-58.

41. The Court of Appeals, through its decision in Calpine Corp. v. O'Brien

Envtl. Energy, Inc. (In re O'Brien Envtl. Energy, Inc.), 181 F.3d 527 (3d Cir. 1999), clarified

that, in the bankruptcy context, while a debtor's business judgment is relevant, a debtor also must

show that bidding incentives, as administrative expenses under Bankruptcy Code section 503(b),

provide a benefit to the debtor's estate. Id. at 533.

42. The O'Brien decision identified at least two instances in which bidding

incentives may provide a benefit to the estate. First, a benefit may be found if "assurance of a

break-up fee promoted more competitive bidding, such as by inducing a bid that otherwise would

not have been made and without which bidding would have been limited." Id. at 537. Second,

where the availability of bidding incentives induced a bidder to research the value of the debtor

and submit a bid that serves as a minimum or floor bid on which other bidders can rely, "the

bidder may have provided a benefit to the estate by increasing the likelihood that the price at

which the debtor is sold will reflect its true worth." Id.

43. The Meridian Bid Protections are consistent with the "business judgment

rule" and satisfy the Court of Appeals’ "administrative expense" standard. Meridian is unwilling
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to pursue the Meridian APA—while subjecting it to higher or better offers—absent approval of

the Meridian Bid Protections. The Meridian Bid Protections are warranted to induce Meridian to

continue to participate in the auction process, and without such protections, bidding on the

Meridian Acquired Assets may be reduced or nonexistent, leaving the Debtor with the risk of

insufficient interest in the assets. In particular, Meridian is committing significant capital

without any assurance that the Debtor's marketing efforts will not ultimately yield a higher or

better offer. The need to compensate Meridian for this commitment alone justifies the necessity

of the Meridian Bid Protections.

D. Sale of the Assets Should be Free and Clear of Liens, Claims, Interests and
Encumbrances

44. Pursuant to Bankruptcy Code section 363(f), the Debtor seeks authority to

sell and transfer the Debtor’s right, interest and title in the Meridian Acquired Assets and, if

applicable, the other Offered Assets, to the successful bidder(s) free and clear of all liens,

claims, interests and other encumbrances other than the assumed liabilities and permitted liens,

with such other liens, claims, interests and other encumbrances to attach to the proceeds of the

sale of the Meridian Acquired Assets and, if applicable, the other Offered Assets, subject to any

rights and defenses of the Debtor and other parties in interest with respect thereto. Bankruptcy

Code section 363(f) provides, in pertinent part:

The trustee may sell property under subsection (b) or (c) of this section free and
clear of any interest in such property of an entity other than the estate, only if –

(1) applicable nonbankruptcy law permits 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
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(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). Folger Adam Sec. Inc. v. De Matties/McGregor JV, 209 F.3d 252, 257 (3d

Cir. 2000) (discussing how section 363(f) authorizes sale of debtor’s assets free and clear of all

liens, claims, and interests if “any one of [the] five prescribed claims is met”). See also In re

Elliot, 94 B.R. 343, 345 (E.D. Pa. 1988) (holding that Bankruptcy Code section 363(f) was

written in disjunctive; court may approve sale "free and clear" provided at least one of the

requirements is met).

45. The Debtor anticipates that it will be able to satisfy one or more of the

conditions set forth in section 363(f). The Debtor will serve the Motion on all parties known to

assert a lien, claim or encumbrance against any of the Meridian Acquired Assets or the other

Offered Assets, so lien holders will receive notice and will be given sufficient opportunity to

object to the relief requested. Lienholders that are on notice of, and do not object to, a sale

should be deemed to have consented to that sale. See FutureSource LLC v. Reuters Ltd., 312

F.3d 281, 285-86 (7th Cir. 2002)(“[L]ack of objection (provided of course there is notice) counts

as consent. It could not be otherwise; transaction costs would be prohibitive if everyone who

might have an interest in the bankrupt’s assets had to execute a formal consent before they could

be sold.”) (internal citations omitted); In re Elliot, 94 B.R. 343, 345-46 (E.D.Pa. 1998) (holding

that creditor’s failure to object to sale free and clear of liens, claims and encumbrances satisfies

section 363(f)(2)). In the event of an objection from a secured party to the Debtor’s requested

section 363(f) finding, the Debtor reserves the right to demonstrate that the other provisions of

section 363(f) have been satisfied.

46. The Debtor believes that the City; L&I; PA UC; the Water Revenue

Board; PGW; the HUD Group; the 1199C Fund; Ms. Deanes; and Gemino may all be asserting
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liens, claims or interests against some or all of the Meridian Acquired Assets and the other

Offered Assets. To the extent that these entities or any other parties in interest asserting liens,

claims and interests against any of the Meridian Acquired Assets or the other Offered Assets do

not consent to the sale, the undisputed portions of certain liens may be paid at closing. Moreover,

the parties asserting a claim against the Meridian Acquired Assets and, if applicable, the other

Offered Assets, can be compelled to accept money satisfactions of such claim. See In re Milford

Group, Inc., 150 B.R. 904, 906 (Banrk. M.D. Pa. 1992)(Section 363(f)(3) satisfied where value

of collateral is equivalent to the sale price of the property); In re Hatfield Homes, Inc., 30 B.R.

353, 355 (Bankr. E.D. Pa. 1983). Finally, as certain of the liens were obtained within 90 days of

the filing of the bankruptcy petition, they are avoidable and subject to a bona fide dispute.

47. The sale free and clear of liens, claims, interests and other encumbrances,

if any, other than any assumed liabilities and permitted liens is necessary to maximize the value

of the assets. A sale of the Meridian Acquired Assets and, if applicable, the other Offered

Assets, other than one free and clear of all interests would yield substantially less value for the

Debtor’s estate, with less certainty than a transaction free and clear of all interests. Therefore,

the sales contemplated here are in the best interests of the Debtor, its estate and creditors, and all

other parties in interest. A sale free and clear of liens, claims, interests and encumbrances is

particularly appropriate under the circumstances because any lien or claim in, to or against the

Debtor’s right, interest, and title in the Meridian Acquired Assets and, if applicable, the other

Offered Assets, that exists immediately prior to the closing of any sale, to the extent not paid at

closing, will attach to the sale proceeds allocated to such asset with the same validity, priority,

force and effect as it had at such time, subject to the rights and defenses of the Debtor or any

party in interest. The Debtor submits that holders of liens, claims, interests and other
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encumbrances will be adequately protected by the availability of the proceeds of the sale(s) to

satisfy their liens, claims, interests and other encumbrances.

E. A Successful Bidder Should be Granted the Protection of Bankruptcy Code
Section 363(m)

48. As will be set forth in further detail at the Sale Hearing, the Debtor also

maintains that Meridian or any other Successful Bidder arising from the Auction, is or would be

entitled to the protections afforded by Bankruptcy Code section 363(m).

49. Specifically, Bankruptcy Code section 363(m) provides that:

[t]he reversal or modification on appeal of an authorization under subsection (b)
or (c) of this section of a sale or lease of property does not affect the validity of a
sale or lease under such authorization to an entity that purchased or leased such
property in good faith, whether or not such entity knew of the pendency of the
appeal, unless such authorization and such sale or lease were stayed pending
appeal.

11 U.S.C. § 363(m).

50. While the Bankruptcy Code does not define "good faith," the Court of

Appeals in Abbotts Dairies has held that:

[t]he requirement that a purchaser act in good faith. . . speaks to the integrity of
his conduct in the course of the sale proceedings. Typically, the misconduct that
would destroy a purchaser's good faith status at a judicial sale involves fraud,
collusion between the purchaser and other bidders or the trustee, or an attempt to
take grossly unfair advantage of other bidders.

788 F.2d at 147 (citations omitted); see generally Marin v. Coated Sales, Inc., (In re Coated

Sales, Inc.), No. 89-3704 (KMW), 1990 WL 212899, at * 2, (S.D.N.Y. Dec. 13, 1990) (holding

that party, to show lack of good faith, must demonstrate "fraud, collusion . . . or an attempt to

take grossly unfair advantage of other bidders"); see also In re Sasson Jeans, Inc., 90 B.R. 608,

610 (S.D.N.Y. 1988) (quoting In re Bel Air Assocs., Ltd., 706 F.2d 301, 305 (10th Cir. 1983)); In

re Pisces Leasing Corp., 66 B.R. 671, 673 (E.D.N.Y. 1986) (examining facts of each case,

Case 16-18931-mdc    Doc 414    Filed 06/27/17    Entered 06/27/17 17:59:59    Desc Main
 Document      Page 29 of 35



-30-
119652715_2

concentrating on "integrity of [an actor's] conduct during the sale proceedings" (quoting In re

Rock Indus. Mach. Corp., 572 F.2d 1195, 1198 (7th Cir. 1978)).

51. In addition, as will be set forth in further detail at the Sale Hearing, the

Meridian APA has been negotiated and proposed by the Debtor and Meridian without collusion,

in good faith and from arm's-length bargaining positions, with give and take on both sides.

Further, neither the Debtor nor Meridian have engaged in any conduct that would cause or permit

the APA to be avoided. Under the circumstances, this Court should find that Meridian (or any

other Successful Bidder) is entitled to all of the protections of Bankruptcy Code section 363(m).

F. The Meridian APA is Not the Subject of Collusive Bidding Under
Bankruptcy Code Section 363(n)

52. As will be set forth in further detail at the Sale Hearing, the Meridian APA

has been negotiated and proposed by the Debtor and Meridian without collusion, in good faith,

and from arm's-length bargaining positions. Neither the Debtor nor Meridian has engaged in any

conduct that would cause or permit the APA to be avoided under Bankruptcy Code section

363(n).

G. Notice of the Proposed Sale is Reasonable

53. The Debtor submits that the Notice Procedures as set forth above are

appropriate and reasonably calculated to provide all interested parties with timely and proper

notice of the Bidding Procedures. This Motion has been filed and served in accordance with

Bankruptcy Rule 2002, and the Sale Notice attached to the Bidding Procedures Order as Exhibit

2 will provide all interested parties with further notice of the Bidding Procedures, the Sale

Objection Deadline and the Sale Hearing.
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H. The Assignment Procedures for the Assumption and Assignment of the
Executory Contracts and Unexpired Leases Should be Authorized

54. Bankruptcy Code section 365(a) provides, in pertinent part, that a debtor

in possession "subject to the court's approval, may assume or reject any executory contract or

[unexpired] lease of the debtor." 11 U.S.C. § 365(a). The standard governing bankruptcy court

approval of a debtor's decision to assume or reject an executory contract or unexpired lease is

whether the debtor's reasonable business judgment supports assumption or rejection. See, e.g., In

re HQ Global Holdings, Inc., 290 B.R. 507, 511 (Bankr. D. Del. 2003) (finding that debtor's

decision to assume or reject executory contract is governed by business judgment standard and

can only be overturned if decision was product of bad faith, whim or caprice); see also In re

Market Square Inn, Inc., 978 F.2d 116, 121 (3d Cir. 1992) (finding that assumption or rejection

of lease "will be a matter of business judgment by the bankruptcy court").

55. The business judgment test "requires only that the trustee [or debtor in

possession] demonstrate that [assumption] or rejection of the contract will benefit the estate."

Wheeling-Pittsburgh Steel Corp. v. West Penn Power Co., (In re Wheeling-Pittsburgh Steel

Corp.), 72 B.R. 845, 846 (Bankr. W.D. Pa. 1987). Any more exacting scrutiny would slow the

administration of the debtor's estate and increase costs, interfere with the Bankruptcy Code's

provision for private control of administration of the estate, and threaten the court's ability to

control a case impartially. See Richmond Leasing Co. v. Capital Bank, 762 F.2d 1303, 1311

(5th Cir. 1985). Moreover, pursuant to Bankruptcy Code section 365(b)(1), for a debtor to

assume an executory contract, it must "cure, or provide adequate assurance that the debtor will

promptly cure," any default, including compensation for "actual pecuniary loss" relating to such

default. 11 U.S.C. § 365(b)(1).
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56. Once an executory contract is assumed, the trustee or debtor in possession

may elect to assign such contract. See In re Rickel Home Center, Inc., 209 F.3d 291, 299 (3d

Cir. 2000) ("The Code generally favors free assignability as a means to maximize the value of

the debtor's estate."); see also In re Headquarters Dodge, Inc., 13 F.3d 674, 682 (3d Cir. 1994)

(noting that the purpose of section 365(f) is to assist the trustee in realizing the full value of the

debtor's assets).

57. Bankruptcy Code section 365(f) provides that the "trustee may assign an

executory contract . . . only if the trustee assumes such contract . . . and adequate assurance of

future performance is provided." 11 U.S.C. § 365(f)(2). The meaning of "adequate assurance of

future performance" depends on the facts and circumstances of each case, but should be given a

"practical, pragmatic construction." In re DBSI, Inc., 405 B.R. 698, 708 (Bankr. D. Del. 2009).

Adequate assurance may be provided by demonstrating the assignee's financial health and

experience in managing the type of enterprise or property assigned. See, e.g., In re Bygaph, Inc.,

56 B.R. 596, 605-06 (Bankr. S.D.N.Y. 1986) (finding that adequate assurance is present when

prospective assignee of lease from debtor has financial resources and has expressed willingness

to devote sufficient funding to business to give it strong likelihood of success).

58. The Debtor requests approval under Bankruptcy Code section 365 of the

Assignment Procedures governing the Debtor's assumption and assignment or assignment of the

Executory Contracts and Unexpired Leases to Meridian (or any other Successful Bidder) or its

designee. The Debtor further requests that the Meridian Sale Order (and any other sale order)

provide that, subject to the Assignment Procedures, the Executory Contracts and Unexpired

Leases will be transferred to, and remain in full force and effect for the benefit of, Meridian or

any other Successful Bidder or its designee notwithstanding any provisions in the Executory
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Contracts or Unexpired Leases, including those described in Bankruptcy Code sections 365(b)(2)

and (f)(1) and (f)(3), that would prohibit such assignment.

59. To the extent that a counterparty to an Executory Contract or Unexpired

Lease objects to the assumption and assignment of its respective Executory Contract or

Unexpired Lease, the Debtor will present facts at a hearing to show the financial credibility,

willingness and ability of Meridian (or any other Successful Bidder) or its designee to perform

under such Executory Contract or Unexpired Lease. The hearing will afford the Court and other

interested parties the opportunity to evaluate the ability of Meridian or any other Successful

Bidder or its designee to provide adequate assurance of future performance under the Executory

Contracts and Unexpired Leases, as required under Bankruptcy Code section 365(b)(1)(C).

Further, as set forth above, the Debtor will give notice to all non-Debtor counterparties to the

Executory Contracts and Unexpired Leases (and their counsel of record, if known). This notice

will include the amounts the Debtor believes are necessary to cure any defaults in accordance

with Bankruptcy Code section 365(b). Accordingly, the Debtor submits that implementation of

the proposed Assignment Procedures is appropriate in these cases.

I. Waiver of Automatic Fourteen-Day Stay Under Bankruptcy Rules 6004(h)
and 6006(d)

60. Pursuant to Bankruptcy Rule 6004(h), unless the Court orders otherwise,

all orders authorizing the sale of property pursuant to section 363 of the Bankruptcy Code are

automatically stayed for fourteen days after entry of the order. Similarly, under Bankruptcy Rule

6006(d), unless the Court orders otherwise, all orders authorizing the assignment of contracts or

unexpired leases are automatically stayed for fourteen days after entry of the order. The purpose

of Bankruptcy Rules 6004(h) and 6006(d) is to provide sufficient time for an objecting party to
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request a stay pending appeal before the order can be implemented. See Advisory Committee

Notes to Fed. R. Bankr. P. 6004(h); Advisory Committee Notes to Fed. R. Bankr. P. 6006(d).

61. Although Bankruptcy Rules 6004(h) and 6006(d) and the Advisory

Committee Notes are silent as to when a court should "order otherwise" and eliminate or reduce

the 14-day stay period, commentators agree that the 14-day stay period should be eliminated to

allow a sale or other transaction to close immediately where there has been no objection to the

procedure. See generally 10 Collier on Bankruptcy ¶ 6004.09 (15th ed. 1999). Furthermore, if

an objection is filed and overruled, and the objecting party informs the court of its intent to

appeal, the stay may be reduced to the amount of time necessary to file such appeal. Id.

62. Because of the potentially diminishing value of the assets, the Debtor must

close this sale promptly after all closing conditions have been met or waived. Thus, waiver of

any applicable stays is appropriate in this circumstance.

NOTICE

63. Notice of this Motion has been provided to (a) the Office of the United

States Trustee; (b) the Committee; (c) all parties who have expressed an interest in purchasing

the assets; (d) counsel to Meridian; (e) all parties known to assert a lien, claim or encumbrance

against the Debtor’s real property; and (f) all creditors and parties who have entered an

appearance in this case.

NO PRIOR REQUEST

64. No prior motion for the relief requested herein has been made to this or

any other Court.

WHEREFORE, the Debtor respectfully requests that this Court (i) grant this Motion and

the relief requested herein; (ii) enter the proposed orders attached hereto; and (iii) grant such

other and further relief as it deems just and proper.
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Dated: June 27, 2017

_/s/Anne Marie Aaronson__________
DILWORTH PAXSON LLP
Martin J. Weis
Anne Marie Aaronson
1500 Market St., Suite 3500E
Philadelphia, PA 19102
Telephone: (215) 575-7000
Facsimile: (215) 575-7200

Attorneys for North Philadelphia Health System
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EXHIBIT A

PROPOSED BIDDING PROCEDURES ORDER

[See Attached]
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UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF PENNSYLVANIA

In re: : Chapter 11
:

North Philadelphia Health System : Case No. 16-18931 (MDC)
:

Debtor. :

ORDER APPROVING BIDDING PROCEDURES IN CONNECTION
WITH SALE OF SUBSTANTIALLY ALL OF DEBTOR’S ASSETS

Upon the Debtor’s Motion (the “Motion”) for an Order, pursuant to 11 U.S.C. §§ 105(a)

and 363(b)(1), (i)(a) authorizing the Debtor’s Entry into the Stalking Horse Purchase Agreement

for the Sale of Certain of the Debtor’s Assets related to the Girard Medical Center, (b)

Approving Bidding Procedures and Bid Protections for Sale of Substantially all of the Debtor’s

Assets, (c) Scheduling a Hearing to Consider Approval of the Sale of Assets, (d) Approving the

Form and Manner of Notice of Sale, and (e) Granting Related Relief; and (ii) (a) Authorizing and

Approving the Sale of the Debtor’s Assets Free and Clear of Liens, Claims, Interests and

Encumbrances, (b) Authorizing the Assumption and Assignment of Certain Executory Contracts

and Unexpired Leases, and (C) Granting Related Relief1; and the Court finding that (i) it has

jurisdiction over the matters raised in the Motion pursuant to 28 U.S.C. §§ 157 and 1334; (ii) this

is a core proceeding pursuant to 28 U.S.C. § 157(b)(2); (iii) the relief requested in the Motion is

in the best interests of the Debtor, its estate, and its creditors; (iv) adequate notice of the Motion

and the hearing thereon has been given and that no other or further notice is necessary; and (v)

upon the record herein, after due deliberation thereon, good and sufficient cause exists for the

granting of the relief as set forth herein,
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IT IS HEREBY ORDERED that:

1. The Debtor is authorized to enter into that certain Asset Purchase Agreement

attached to the Motion as Exhibit B (the “Meridian APA”).;

2. MBH of Pennsylvania (“Meridian”) is approved as the “stalking horse” bidder for

the Meridian Acquired Assets. If the Debtor sells all or substantially all of the Meridian Acquired

Assets in a transaction or series of transactions with one or more persons other than Meridian in

accordance with this Order, upon consummation of such transaction(s), from the proceeds of

such sale(s), the Debtor shall pay to Meridian (a) its reasonably documented actual out-of-pocket

fees and expenses (including legal, accounting and other fees and expenses), up to $200,000,

incurred in connection with the negotiation and documentation of the Meridian APA, the

performance by the parties of their respective obligations under the Meridian APA and the

monitoring of, and participation in, the Bankruptcy Case to the extent reasonably related to the

sale by the Debtor of the Offered Assets (the “Expense Reimbursement”), plus (b) 3% of the sale

price(s) (the “Topping Fee” and, together with the Expense Reimbursement, the “Bid

Protections”). The Bid Protections shall be treated as an administrative claim in this Bankruptcy

Case and as a direct cost of such sale(s). No liens or other Interests shall attach to the amounts

owed to Meridian on account of the Bid Protections. No further order of this Court shall be

required in order to pay the Bid Protections to Meridian, provided, however, if as of the date of

consummation of any transaction from which Meridian is entitled to payment of all or any part of

the Bid Protections the Debtor and Meridian are unable to agree on the amount of all or any

portion of such Bid Protections, the undisputed amount shall be paid to Meridian and the

1 Capitalized terms used but not defined herein shall have the meaning stated in the Motion.
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disputed amount shall be escrowed pursuant to an agreement acceptable to Meridian and the

Debtor, each in the exercise of reasonable discretion.

3. The following bidding procedures are approved:

(a) Assets to Be Sold. The Offered Assets are being offered in three lots as
follows: Lot 1 shall be comprised of the Meridian Acquired Assets as
well as such other Offered Assets as the applicable Qualified Bidder shall
designate, but shall not include any of the Offered Assets comprising the
Lower Parking Lot. Lot 2 shall be comprised of the Lower Parking as
well as such other Offered Assets as the applicable Qualified Bidder shall
designate, but shall not include any of the Offered Assets comprising the
Meridian Acquired Assets. Lot 3 shall be comprised of the Meridian
Acquired Assets, the Lower Parking Lot and such other Offered Assets as
the applicable Qualified Bidder shall designate.

(b) Provisions Governing Qualifications of Bidders and Bids. All bids
must be submitted to J. Scott Victor, SSG Capital Advisors LLC, 300 Barr
Harbor Dr., Suite 420, Conshohocken, PA 19428, jsvictor@ssgca.com, on
or before 5:00 p.m. (prevailing Eastern Time) on August 9, 2017 (the
“Bid Deadline”). A bid submitted will be considered, and the Qualified
Bidder will be authorized to participate in the Auction, only if the bid
submitted is for one of the Lots described above and includes each of the
following "Qualified Bid Required Documents" (such bid, a "Qualified
Bid"):

(i) a letter, executed by such bidder: (i) identifying the Lot number of
the Offered Assets subject to the bid, (ii) setting forth the net cash
purchase price, which net cash amount must reflect a value to be
delivered to the Debtor at closing equal to or greater than: (A) if
the bid is for Lot 1, $10,600,000, (B) if the bid is for Lot 2,
$1,800,000 and (C) if the bid is for Lot 3, $12,400,000 (iii) stating
any assumed liabilities proposed to be paid or assumed by such
bidder, (iv) stating that the bid submitted by such bidder is
irrevocable until the conclusion of the Sale Hearing (as defined
below), subject to the requirements set forth below relating to any
Back-up Bidder (as defined below); (v) stating that such bid and
the agreements, exhibits, and schedules referred to in clause (b)
immediately below, have been duly authorized, executed, and
delivered by such bidder and that no further internal or equity
holder approvals are required with respect to any such agreement
or matter; (vi) setting forth each regulatory and other approval
required by such bidder for the consummation of the purchase and
sale of the Offered Assets subject to such bid and the time period
within which such bidder expects to receive such regulatory and
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other approvals (and in the case that receipt of any such regulatory
or other approval is expected to take more than 14 days following
execution and delivery of an asset purchase agreement, those
actions such bidder will take to ensure its receipt of all such
approval(s) as promptly as possible); (vii) containing a provision
similar to the Meridian APA regarding operating losses post
September 1, 2017 and including a commitment to close on or
before October 31, 2017 (the "Projected Closing Date"); and (viii)
confirming that the bid submitted by such bidder is not conditioned
on receipt of any financing, or the outcome of any due diligence
investigation;

(ii) a clean asset purchase agreement, duly authorized, executed, and
delivered by such bidder, for the Offered Assets proposed to be
acquired consistent in all material respects with clause (a)
immediately above, together with all exhibits and schedules thereto
which, if the applicable bid is for Lot 1 or Lot 3, contains
substantially the same terms as the Meridian APA (together with
such additional terms as are required herein), or terms more
favorable to the Debtor than the terms set forth in the Meridian
APA for the Offered Assets proposed to be acquired (a "Modified
Purchase Agreement") and a marked Modified Purchase
Agreement reflecting the variations from the Meridian APA and
each exhibit and schedule thereto, as applicable (with it being
understood that the Modified Purchase Agreement for each bidder
for Lot 1 or Lot 3 must show with precision any changes to the
assets, contracts, leases, and liabilities to be assumed or purchased
by such bidder relative to the Meridian APA);

(iii) (A) to the extent that the bidder proposes to pay for the Offered
Assets in whole or in part, from cash on hand (as reflected on such
bidder's balance sheet), recent financial information, satisfactory to
the Debtor after consultation with the Creditors’ Committee
showing such bidder's ability to pay the cash portion of the
purchase price, (B) to the extent that such bidder is proposing to
pay for the Offered Assets with funds from any third-party
financing source (whether such source is providing debt or equity
financing), copies of written and legally binding firm commitments
to provide such financing (including, without limitation, under any
existing credit facility) executed by all parties thereto, in each case,
satisfactory to the Debtor after consultation with the Creditors’
Committee and containing no material conditions to the closing
and funding of such financing other than entry of a sale order and
receipt of required government consents or approvals, and (C) a
combination of the materials and information described in (A) and
(B) of this clause (iii) above, satisfactory to the Debtor, after
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consultation with the Creditors’ Committee, evidencing a
capitalization for such bidder in such amount as the Debtor, after
consultation with the Committee, may require.

(iv) the Modified Purchase Agreement, if for Lot 1 or Lot 3, or the
asset purchase agreement, if for Lot 2, must expressly exclude
from assets being acquired any and all cash and cash equivalents
owned by the Debtor in any form; and

(v) a cash deposit in the amount equal to (i) $250,000, if the bid is for
Lot 1 or Lot 3, or (ii) $175,000, if the bid is for Lot 2.

(vi) For all purposes of the Bidding Procedures, (i) Meridian will be
deemed a Qualified Bidder and the transactions proposed in the
Meridian APA will be deemed a Qualified Bid and (ii) each of
Gemino and Hunt Mortgage will in all events be deemed a
Qualified Bidders and may include a credit bid with respect to any
Offered Assets in accordance with Bankruptcy Code Section
363(k) and applicable law.

(c) No Competing Qualified Bids. If no Qualified Bids for Lot 1 or Lot 3 are
submitted by the Bid Deadline, the Debtor shall cancel the Auction as it
relates to the Meridian Acquired Assets and Meridian shall be deemed to
be the Successful Bidder (as defined below) for the Meridian Acquired
Assets. If no Qualified Bids for Lot 2 or Lot 3 are submitted by the Bid
Deadline, the Debtor shall cancel the Auction as to the Lower Parking Lot.
In the event only one Qualified Bid is received by the Bid Deadline for
Lot 2 and no Qualified Bids are received by the Bid Deadline for Lot 3,
the Debtor shall cancel the Auction as it relates to Lot 2 and the bidder
who submitted the Qualified Bid for Lot 2 will be deemed to be the
Successful Bidder for Lot 2.

(d) Auction. If, by the Bid Deadline, the Debtor has received (a) at least one
Qualified Bid for Lot 1 (in addition to the Qualified Bid from Meridian),
(b) more than one Qualified Bid for Lot 2, or (c) at least one Qualified Bid
for Lot 3, the Debtor will conduct an Auction with respect to the Offered
Assets subject to more than one Qualified Bid, including the Qualified Bid
from Meridian for Lot 1. The Auction will take place on August 11, 2017
starting at 9:00 a.m. (prevailing Eastern Time) at the offices of Dilworth
Paxson, LLP 1500 Market Street, 3500E, Philadelphia, PA 19102, or at
such other place, date, and time as the Debtor may designate in writing in
consultation with the Creditors' Committee. If the place, date, or time of
the Auction changes, or if the Auction is cancelled, then the Debtor will
file a notice with the Court of any such change or cancellation. Other than
the Debtor and the Creditors' Committee, only parties and their advisors
that have been advised that they have submitted or been deemed to have
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submitted a Qualified Bid will be permitted to participate as or with a
bidder at the Auction.

The Auction shall be governed by the following procedures:

(i) only Qualified Bidders shall be entitled to make any
subsequent bids at the Auction;

(ii) each Qualified Bidder shall be required to confirm that it has
not engaged in any collusion with respect to the bidding, the sale,
or the bidding process;

(iii) the Qualified Bidders shall appear at the Auction in person or
through a duly authorized representative unless the Debtor
otherwise agrees in consultation with the Creditors' Committee;

(iv) prior to the Auction, the Debtor shall designate and provide
copies of the highest and best Qualified Bid(s) for the Offered
Assets which are subject to the Auction (the “Starting Bid(s)”) to
all Qualified Bidders that have informed the Debtor of their intent
to participate in the Auction;

(v) if one or more Qualified Bids are received by the Bid Deadline
for Lot 3, a single Starting Bid shall be designated as the Starting
Bid for all of the Offered Assets, which Starting Bid shall be the
highest and best Qualified Bid for Lot 3;

(vi) if no Qualified Bids for Lot 3 are received by the Bid
Deadline, then the Starting Bid for Lot 1 and the Starting Bid for
Lot 2, to the extent such Offered Assets are subject to the Auction,
shall be separately determined and announced;

(vii) Qualified Bidders may then submit successive bids by Lot,
with the value to the Debtor, as determined by the Debtor in its
reasonable business judgment after consultation with the Creditors'
Committee of at least the applicable Starting Bid plus $100,000
and then continue in minimum increments of at least $100,000
higher than the value to the Debtor of the previous bid; provided,
that the Debtor will retain the right to modify the bid increment
requirements (other than the initial bid increment of $100,000) at
the Auction after consultation with the Creditors' Committee;

(viii) should Meridian elect to submit additional bids for Lot 1 or
submit a bid for Lot 3, for purposes of comparing the value to the
Debtor of any bid by Meridian to the value to the Debtor of any
other Qualified Bid(s) for such Offered Assets, $200,000 plus 3%
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of the amount of any such other Qualified Bid(s) will be deducted
from the value of such other Qualified Bid(s) to account for the
Debtor’s obligation to pay the Meridian Bid Protections to
Meridian;

(ix) in the event of bidding at the Auction for Lot 1, Lot 2 and
Lot 3, (A) for the purposes of determining the highest and best
bids, the highest bid for Lot 1 shall be added to the highest bid for
Lot 2 and such sum shall be compared to the highest bid for Lot 3,
and (B) any bidder for Lot 1 (and not any other Lot) and any
bidder for Lot 2 (and not any other Lot) may coordinate their bids
prior to submission;

(x) except as expressly stated herein, the Auction will be
conducted in a manner as determined by the Debtor in consultation
the Creditors' Committee;

(xi) all Qualified Bidders shall have the right to submit additional
bids and make additional modifications to their respective
Qualified Bids at the Auction; provided, that any such
modifications, on an aggregate basis and viewed in whole, shall
not be less favorable to the Debtor than any prior bid by such party
or the preceding bid, as determined by the Debtor in consultation
with the Creditors’ Committee; provided, further, that such
additional bids must comply with all of the conditions for a
Qualified Bid set forth above;

(xii) the Debtor shall have the right to request any additional
financial information that will allow the Debtor to make a
reasonable determination as to the Qualified Bidder's financial and
other capabilities to consummate the transactions contemplated by
any Qualified Bid, as amended during the Auction process, and
any further information that Debtor believes is reasonably
necessary to clarify and evaluate the terms of a Qualified Bidder's
bid; and

(xiii) the Debtor shall announce the material terms of each
Qualified Bidder's bid and the basis for calculating, and the total
consideration offered in, each such bid.

(e) Successful Bid; Back-Up Bid. Upon completion of the foregoing steps in
the Auction, if not cancelled, or as soon thereafter as practicable, the
Debtor, in consultation with the Creditors' Committee, will: (i) review
each Qualified Bid, and consider each Qualified Bid, in each case as
updated through the conclusion of the Auction, on the basis of, among
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other considerations, the same considerations used by the Debtor in
determining the highest and best offer(s) during the Auction, and
(ii) identify the highest or otherwise best Qualified Bid(s) for the Offered
Assets received at the Auction (the "Successful Bid" and the party making
such bid(s), the "Successful Bidder"), as well as identifying the Back-up
Bidder(s) if any. The Auction will be deemed concluded upon the
determination of the Successful Bid(s), the Successful Bidder(s) and the
Back-up Bidder(s). The concluding date and time of the Auction, if held,
shall be stated on the record. Within one (1) business day of determining
the Successful Bid(s), the Debtor shall file on the Court’s public docket
the Successful Bidder Notice disclosing the identity of the Successful
Bidder(s) and the identity of the Back-Up Bidder(s), if any. Upon
designation as such, the Successful Bidder(s) shall have such rights and
responsibilities as set forth in the applicable asset purchase agreement for
such Successful Bidder(s) as agreed at the Auction. Within two (2)
calendar days following the conclusion of the Auction, if not cancelled, or
the Bid Deadline, if the Auction is cancelled, the Successful Bidder(s)
shall complete and execute all agreements, contracts, instruments, or other
documents evidencing and containing the terms and conditions upon
which the Successful Bid was made. The results at the close of the
Auction shall be final and no additional bids will be accepted after the
close of the Auction. The foregoing notwithstanding, Meridian will not be
required to serve as a Back-up Bidder.

(f) Return of Deposits. Except as otherwise provided in the Bidding
Procedures and under any asset purchase agreement relating to a Qualified
Bid(s) accepted by the Debtor in accordance with these Bidding
Procedures, all deposits shall be returned to each bidder not selected by
the Debtor in accordance with the above procedures as the Successful
Bidder(s) or the Back-up Bidder(s) by no later than the fifth business day
after the conclusion of the Auction; provided, however, that the interest, if
any, on such deposit may not be returned until the second business day of
the month following such conclusion; and further provided, however, the
Deposit paid by Meridian shall be returned to Meridian pursuant to the
terms of the Meridian APA. The deposit of the Back-up Bidder(s) shall be
held by the Debtor until 24 hours after the earlier of the applicable outside
closing date or the date on which the sale is consummated with the Back-
up Bidder(s) upon its designation as the new Successful Bidder.

(g) The Sale Hearing and Objection Deadline. A hearing to confirm the
results of the Auction, if any, and to approve the sale of the Acquired
Assets (the “Sale Hearing”) will be held before The Honorable Magdeline
D. Coleman, United States Bankruptcy Judge, at 900 Market Street,
Philadelphia, Pennsylvania 19103, Courtroom 2, on Tuesday, August 15,
2017 at 11:00 a.m. (prevailing Eastern time). Objections, if any, to
approval of the Sale must be in writing, state with specificity the nature of
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such objection, and be filed with the Court on or before August 14, 2017
at 4:00 p.m. (prevailing Eastern time) and be served so as to be actually
received on or before the Sale Objection Deadline by counsel for the
Debtor, Dilworth Paxson LLP, 1500 Market Street, Suite 3500E,
Philadelphia, PA 19102; Attn: Martin J. Weis, Esquire, (ii) counsel for
the Creditors’ Committee, Obermayer Rebmann Maxwell & Hippell
LLC, Centre Square West, 1500 Market Street, Suite 3400,
Philadelphia, PA 19102, Attention: Edmond George, Esquire, and (iii)
counsel to Meridian, Stevens & Lee, P.C., 620 Freedom Business
Center, Suite 200, King of Prussia, PA 19406, Attention: Robert
Lapowsky, Esquire (the “Objection Notice Parties”). The Sale Hearing
may be adjourned or rescheduled after consultation with the Creditors’
Committee, without notice other than by an announcement of the
adjourned date in open court.

4. The following procedures for the assumption and assignment of Executory

Contracts and Unexpired Leases are approved:

(a) Notice of Potential Assumption and Assignment. As soon as
practicable, but in any event no later than ten (10) business days following
entry of this Order, the Debtor shall serve each counterparty with an
Assumption and Assignment Notice substantially in the form attached to
this Order as Exhibit 1 (an "Assumption and Assignment Notice"), by
first class mail. The Assumption and Assignment Notice will inform each
recipient that the respective Executory Contract and Unexpired Lease may
be either: (i) assumed and assigned or (ii) rejected. The Assumption and
Assignment Notice will state the amounts (the "Cure Amounts") that the
Debtor asserts are due to cure any non-monetary defaults in the event that
the applicable Executory Contract and Unexpired Lease is assumed and
assigned.

(b) Objection Period. Any objections to the assumption and/or assignment
of any Executory Contracts and Unexpired Leases identified on an
Assumption and Assignment Notice, including to the Cure Amount set
forth in such notice and the ability of Meridian to provide adequate
assurance of future performance, must be in writing, filed with the Court,
and be actually received by the Objection Notice Parties (defined below)
no later than July 31, 2017 at 4:00 p.m. (prevailing Eastern Time) (the
"Cure Amount/Assignment Objection Deadline").

(c) Assigned Contracts. No later than two (2) days prior to the Sale Hearing,
Meridian and/or any other Successful Bidder shall designate, by written
notice to the Debtor, which of the Executory Contracts and Unexpired
Leases are to be assumed by the Debtor and assigned to Meridian and/or
any other Successful Bidder (each an "Assigned Contract") provided,
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however, Meridian and/or any other Successful Bidder may remove any
executory contract or unexpired lease from the Assigned Contracts list at
any time prior to the applicable closing(s). Only Executory Contracts and
Unexpired Leases that are designated as Assigned Contracts prior to the
Sale Hearing and not removed from the Assigned Contracts list prior to
applicable closing(s) shall be assumed by the Debtor and assigned to
Meridian or any other Successful Bidder.

(d) Excluded Contracts. The Debtor shall notify the non-Debtor party or
parties to any Executory Contract and Unexpired Lease not assumed and
assigned (each an “Excluded Contract”) by written notice as soon as
practicable after the applicable closing(s). Each Excluded Contract may be
rejected or otherwise terminated by the Debtor in its discretion.

5. The form of Sale Notice attached to this Order as Exhibit 2 is hereby approved as

sufficient.

6. Within two (2) business days after entry of this Order, the Debtor shall serve a

copy of the Motion, the Sale Notice and this Order on: (i) the Office of the United States Trustee;

(ii) those parties requesting notice under Bankruptcy Rule 2002; (iii) counsel to the Official

Committee of Unsecured Creditors; (iv) counsel to The Bank of New York Mellon Trust

Company, N.A; (v) counsel to Hunt Mortgage Group, LLC; (vi) counsel to the United States of

America Department of Housing and Urban Development; (vii) all creditors listed on the matrix

filed by the Debtor with the Court; (viii) all parties known by the Debtor to hold or assert liens

against any of the Acquired Assets (as defined in the Agreement); (ix) the Local District Director

for the United States of America Internal Revenue Service; (x) the United States Attorney for the

Eastern District of Pennsylvania; (xi) the United States Environmental Protection Agency; (xii)

the Pension Benefit Guaranty Corporation; (xiii) the Commonwealth of Pennsylvania

Department of Revenue; (xiv) the Commonwealth of Pennsylvania Department of

Environmental Protection; (xv) the Office of the Attorney General for the Commonwealth of

Pennsylvania; (xvi) the Commonwealth of Pennsylvania Department of Labor and Industry;
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(xvii) the City Solicitor of the City of Philadelphia; (xviii) all counterparties to contracts with the

Debtor; (xix) all parties that have filed an entry of appearance in this case; (xx) all parties that

expressed an interest in acquiring the Acquired Assets and any additional persons that the Debtor

believed may have had an interest in acquiring the Acquired Assets.

7. Within one (1) business day after the conclusion of the Auction, the Debtor shall

cause its counsel to file with the Court a supplement outlining the identity of the Successful

Bidder of the Purchased Assets and the purchase price received therefor.

8. The Debtor is authorized to take all actions necessary to effectuate the relief

granted pursuant to this Order in accordance with the Motion.

9. Notwithstanding the possible applicability of Bankruptcy Rules 6004, 6006, 7062,

9014 or otherwise, the terms and conditions of this Order shall be immediately effective and

enforceable.

10. All time periods set forth in this Order shall be calculated in accordance with

Bankruptcy Rule 9006(a).

11. This Court shall retain jurisdiction to resolve any dispute relating to the

interpretation of the Bid Procedures and this Order. To the extent any provisions of this Order

are inconsistent with the Motion, the terms of this Order shall control.

Dated: _________________ BY THE COURT:
Philadelphia, Pennsylvania

The Honorable Magdeline D. Coleman
United States Bankruptcy Judge
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EXHIBIT 1 TO BID PROCEDURES ORDER

[ASSUMPTION AND ASSIGNMENT NOTICE]
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UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF PENNSYLVANIA

In re:

North Philadelphia Health System,

Debtor.

Chapter 11

Case No. 16-18931 (MDC)

NOTICE OF POSSIBLE ASSUMPTION AND ASSIGNMENT
OF EXECUTORY CONTRACTS AND OF CURE AMOUNTS

PLEASE TAKE NOTICE THAT:

A. Pursuant to the Order entered by the United States Bankruptcy Court for the Eastern

District of Pennsylvania on July __, 2017 which, among other things, approved the procedures

for the sale by the Debtor of substantially all of its assets and possible assumption and

assignment of executory contracts and unexpired leases (the “Sale Procedures Order”),1 the

above captioned debtor and debtor in possession (the “Debtor”) hereby provides notice that it is

potentially seeking to assume and assign the executory contracts or unexpired leases (each, a

“Contract or Lease”) listed on Exhibit A attached hereto to MBH of Pennsylvania, LLC

(“Meridian”) and/or any other Successful Bidder.2

B. If the Debtor assumes a Contract or Lease to which you are a party and if, as of the

date of such assumption, there has been a default by the Debtor, then pursuant to Section

365(b)(1), the Debtor is required to (i) promptly cure such default, except if such default relates

to any failure to perform a nonmonetary obligation under an unexpired lease of real property

and if it is impossible to cure such default by performing nonmonetary acts at and after the time

of assumption, and (ii) promptly compensate you for any actual pecuniary loss resulting from

such default (such requirements are hereafter referred to as the “Cure Obligations”). If the

Debtor does not assume a Contract or Lease to which you are a party, that Contract or Lease

may be rejected.

1 Capitalized terms not otherwise defined herein shall have the meanings ascribed to such terms in the Bid
Procedures Order.
2 Inclusion of a Contract or Lease on Exhibit A is not a guarantee that such Contract or Lease will ultimately be
assumed and assigned to the Successful Bidder.
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C. The Debtor believes that, as to each Contract or Lease, upon payment of the amount

listed opposite the name of the non-debtor counterparty (the “Debtor’s Cure Amount”) on the

attached schedule, all Cure Obligations as to such Contract or Lease will be satisfied.

D. Objections, if any, to the Debtor’s Cure Amount or assumption and assignment of any

Contract or Lease (other than, as to any Successful Bidder other than Meridian, on the basis of

lack of adequate assurance of future performance by the Successful Bidder) must be made in

writing and (a) state the basis for such objection and (b) if you disagree with the Debtor’s Cure

Amount, state with specificity what amount you believe is required (in all cases with

appropriate documentation in support thereof) in order to satisfy the Cure Obligation related to

the Contract or Lease to which you are a counterparty.

E. All such objections must be (a) filed on or before July 31, 2017 at 4:00 p.m.

(prevailing Eastern Time) (the “Assumption/Cure Objection Deadline”) with the Clerk of the

United States Bankruptcy Court for the Eastern District of Pennsylvania, 900 Market St., Suite

400, Philadelphia, Pennsylvania, 19103, and (b) served on or before the Assumption/Cure

Objection Deadline on (1) counsel for the Debtor, Dilworth Paxson LLP, 1500 Market Street,

Suite 3500E, Philadelphia, PA 19102; Attn: Martin J. Weis, Esquire, (ii) counsel for the

Creditors’ Committee, Obermayer Rebmann Maxwell & Hippell LLC, Centre Square West,

1500 Market Street, Suite 3400, Philadelphia, PA 19102, Attention: Edmond George, Esquire,

and (iii) counsel to Meridian, Stevens & Lee, P.C., 620 Freedom Business Center, Suite 200,

King of Prussia, PA 19406, Attention: Robert Lapowsky, Esquire

F. If an objection to the Debtor’s Cure Amount or assumption and assignment of a

Contract or Lease is filed and served by the Assumption/Cure Objection Deadline and not

resolved by the parties, a hearing with respect to the objection will take place before the

Honorable Magdeline D. Coleman, United States Bankruptcy Judge, 900 Market St., Courtroom

2, Philadelphia, Pennsylvania, 19103 at the Sale Hearing to be held on August 15, 2017 at

11:00 a.m. (prevailing Eastern Time), or at a later hearing, as determined by the Debtor. A

hearing regarding the Cure Obligation, if any, may be continued at the sole discretion of the

Debtor (but subject to approval by the court) until after the Closing.
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G. If an objection to the Debtor’s Cure Amount or assumption and assignment of a

Contract or Lease is not filed and served by the Assumption/Cure Objection Deadline, the

counterparty to such Contract or Lease will: (a) be forever barred from objecting to the

Debtor’s Cure Amount and from asserting any additional Cure Obligations, and (b) be forever

barred and estopped from asserting or claiming against the Debtor or the assignee of such

Contract or Lease that any additional Cure Obligations are due, or conditions to assumption and

assignment (other than demonstration of adequate assurance of future performance) must be

satisfied with respect to such Contract or Lease in order for such Contract or Lease to be

assumed and assigned.

H. Promptly following conclusion of the Auction, the Debtor shall file a notice of the

identity of the Successful Bidder(s) and Backup Bidder(s) and, at that same time, shall serve

notice of the identity of the Successful Bidder(s) and Backup Bidder(s) by fax, email or

overnight mail to all counterparties whose Contracts or Lease may be assumed and assigned.

I. If a Successful Bidder or Backup Bidder other than Meridian proposes to have the

Debtor assume and assign to such Successful Bidder or Backup Bidder a Contract or Lease to

which you are the counterparty, you will have the opportunity to evaluate and, if necessary,

challenge the ability of such Successful Bidder or Backup Bidder to provide adequate assurance

of future performance under such Contract or Lease, whether or not you file an objection, by

appearing at the Sale Hearing and stating such objection on the record. Any objections to the

ability of Meridian to provide adequate assurance of future performance under any

Contract or Lease must be filed by the Assumption/Cure Objection Deadline.

J. At the Sale Hearing, the Debtor will present evidence necessary to demonstrate

adequate assurance of future performance by the Successful Bidder as to any Contract or Lease

as to which a timely objection to the ability of the Successful Bidder to provide such assurance

has been filed.

K. WHILE THERE IS NO CERTAINTY THAT ANY PARTICULAR

CONTRACT OR LEASE WILL BE DESIGNATED FOR ASSUMPTION AND

ASSIGNMENT, IF YOU HAVE ANY OBJECTION TO THE ASSUMPTION AND

ASSIGNMENT OF YOUR CONTRACT OR LEASE, YOU MUST FILE A TIMELY
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OBJECTION AND APPEAR AT THE SALE HEARING TO PROSECUTE SUCH

OBJECTION.

L. The Debtor and/or the Successful Bidder reserve all of their rights, claims and causes

of action with respect to the Contracts and Leases. Notwithstanding anything to the contrary

herein, in the Meridian APA or in any other asset purchase agreement, the proposed assumption

and assignment of any Contract or Lease (a) shall not be an admission as to whether any such

Contract or Lease was executory or unexpired as of the Petition Date or remains executory or

unexpired postpetition within the meaning of Bankruptcy Code section 365; and (b) shall be

subject to the Debtor’s and/or the Successful Bidder’s right to conduct further confirmatory

diligence with respect to the related Cure Obligation and to modify the Debtor’s Cure Amount

accordingly. In the event that the Debtor and/or the Successful Bidder determine that your Cure

Obligation should be modified, you will receive a notice, which will provide for additional time

to object to such modification.

Dated: _______, 2017 DILWORTH PAXSON LLP

By: ______________________________
Martin J. Weis
Anne Marie Aaronson
1500 Market St., Suite 3500E
Philadelphia, PA 19102
Telephone: (215) 575-7000
Facsimile: (215) 575-7200

Attorneys for North Philadelphia Health System
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CONTRACTS AND CURE AMOUNTS

CONTRACT COUNTERPARTY
DEBTOR’S CURE

AMOUNT
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EXHIBIT 2 TO BID PROCEDURES ORDER

[NOTICE OF BID PROCEDURES AND SALE HEARING]

Case 16-18931-mdc    Doc 414-1    Filed 06/27/17    Entered 06/27/17 17:59:59    Desc
 Exhibit A-Proposed Bidding Procedures Order    Page 19 of 21



119653312_2

UNITED STATES BANKRUPTCY COURT
EASTERN DISTRICT OF PENNSYLVANIA

In re: : Chapter 11
:

North Philadelphia Health System : Case No. 16-18931 (MDC)
:

Debtor. :

NOTICE OF BID DEADLINE AND AUCTION IN CONNECTION
WITH THE SALE OF CERTAIN OF THE DEBTOR’S ASSETS AND

SALE HEARING AND DEADLINE FOR OBJECTIONS

PLEASE TAKE NOTICE that, on June 27, 2017 the above-captioned debtor and debtor
in possession (the “Debtor”) filed a motion (the “Motion”)4 seeking approval of, among other
things (A) auction and bidding procedures (the “Bid Procedures”) in connection with the sale
(the “Sale”) of all or substantially all of its assets (the “Offered Assets”) and (B) related relief
with the United States Bankruptcy Court for the Eastern District of Pennsylvania (the
“Bankruptcy Court”). By order dated July ___, 2017, the Bankruptcy Court approved the Bid
Procedures set forth in the Bid Procedures Order [Docket No. ___] (the “Bid Procedures
Order”). A copy of the Motion and the Bid Procedures Order are enclosed.

PLEASE TAKE FURTHER NOTICE that, all interested parties are invited to submit a
Qualified Bid and to make offers to purchase the Offered Assets in accordance with the terms of
the Bid Procedures set forth in the Bid Procedures Order. The deadline to submit bids (the “Bid
Deadline”) is August 9, 2017 at 5:00 p.m. (prevailing Eastern Time).

PLEASE TAKE FURTHER NOTICE that, pursuant to the Bid Procedures Order, the
Debtor intends to conduct an auction (the “Auction”) for the sale of the Offered Assets at the
offices of Dilworth Paxson LLP, 1500 Market Street, Suite 3500E, Philadelphia, PA 19107 on
August 11, 2016 beginning at 9:00 a.m. (prevailing Eastern Time), or at such other place and
time as the Debtors shall notify all Qualified Bidders who have submitted Qualified Bids.

PLEASE TAKE FURTHER NOTICE that, the Debtor intends to seek the Bankruptcy
Court’s approval of the Sale of the Offered Assets at a hearing (the “Sale Hearing”) which will
be held before The Honorable Magdeline D. Coleman, United States Bankruptcy Judge, at
United States Bankruptcy Court, 900 Market St., Courtroom 2, Philadelphia, PA 19103, at 11:00
a.m. (prevailing Eastern Time) on August 15, 2017.

PLEASE TAKE FURTHER NOTICE that objections, if any, to approval of the Motion
(including the sale of the Offered Assets) must be in writing, state with specificity the nature of
such objection, and be filed with the Court on or before August 14, 2017 at 4:00 p.m.

4 Capitalized terms used but not defined herein shall have the meaning stated in the Motion.
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(prevailing Eastern time) (the “Sale Objection Deadline”) and be served so as to be actually
received on or before the Sale Objection Deadline by counsel for the Debtor, Dilworth Paxson
LLP, 1500 Market Street, Suite 3500E, Philadelphia, PA 19102; Attn: Martin J. Weis, Esquire,
(ii) counsel for the Creditors’ Committee, Obermayer Rebmann Maxwell & Hippell LLC, Centre
Square West, 1500 Market Street, Suite 3400, Philadelphia, PA 19102, Attention: Edmond
George, Esquire, and (iii) counsel to Meridian, Stevens & Lee, P.C., 620 Freedom Business
Center, Suite 200, King of Prussia, PA 19406, Attention: Robert Lapowsky, Esquire.

PLEASE TAKE FURTHER NOTICE that, this Notice is subject to the complete terms
and conditions of the Motion and the Bid Procedures Order, which shall control in the event of
any conflict, and the Debtor encourages parties in interest to review such documents in their
entirety. Copies of the Motion and the Bid Procedures Order may be obtained by written request
to counsel to the Debtor, c/o Dilworth Paxson LLP, 1500 Market Street, Suite 3500E,
Philadelphia, PA 19102, Attn: Martin J. Weis and Anne M. Aaronson. In addition, copies of the
aforementioned pleadings may be found on the Bankruptcy Court’s website,
www.paeb.uscourts.gov, and are on file with the Bankruptcy Court Clerk and available for
inspection during regular business hours. The address of the Clerk’s Office is: Clerk of the
United States Bankruptcy Court, 900 Market St., Suite 400, Philadelphia, Pennsylvania 19103.

Dated: July __, 2017 /s/
DILWORTH PAXSON LLP
Martin J. Weis
Anne M. Aaronson
1500 Market St., Suite 3500E
Philadelphia, PA 19102
Telephone: (215) 575-7000
Facsimile: (215) 575-7200

Counsel to the Debtor and Debtor in Possession
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EXHIBIT B

MERIDIAN ASSET PURCHASE AGREEMENT

[See Attached]
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