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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: : Chapter 11

RES"[ORA HEALTHCARE HOLDINGS, LLC, : Case No. 14-10367 ( )

etal., :

. (Joint Administration Requested)
Debtors. :

MOTION OF DEBTORS FOR ENTRY OF ORDERS (I) (A) APPROVING
AUCTION AND BIDDING PROCEDURES IN CONNECTIONWITH T HE
SALE OF SUBSTANTIALLY ALL OF THE DEBTORS’ ASSETS,

(B) AUTHORIZING ENTRY INTO A STALKING HORSE AGREEME NT,
SUBJECT TO HIGHER OR OTHERWISE BETTER OFFERS,

(C) APPROVING PROCEDURES RELATED TO THE ASSUMPTION AND
ASSIGNMENT OF EXECUTORY CONTRACTS AND UNEXPIRED LEA SES, (D)
SCHEDULING AUCTION AND SALE APPROVAL HEARING, (E) A PPROVING THE
FORM AND MANNER OF SALE NOTICE, AND (F) GRANTING RE LATED RELIEF,
AND (1) (A) AUTHORIZING AND APPROVING THE SALE OF SUBSTANTIALLY
ALL OF THE DEBTORS’ ASSETS FREE AND CLEAR OF ALL LI ENS, CLAIMS,
ENCUMBRANCES, AND OTHER INTERESTS, (B) AUTHORIZING THE
ASSUMPTION AND ASSIGNMENT OF CERTAIN EXECUTORY CONT RACTS
AND UNEXPIRED LEASES, AND (C) GRANTING RELATED RELI EF

The above-captioned debtors and debtors in posse&sllectively, the “Debtors”), by
and through their proposed undersigned attornegsebly file this motion (the _*Motion”)
pursuant to sections 105(a), 363, 365, 503 andd@Qitle 11 of the United States Code, 11

U.S.C. 88 101gt seg. (the “Bankruptcy Code”), Rules 2002, 6004, 6006d &006 of the

Federal Rules of Bankruptcy Procedure (the "BantayiRules”), and Rule 6004-1 of the Local

The Debtors in these chapter 11 cases, togethbkrtht last four digits of each Debtor’s federal tax
identification number, are: Restora Healthcare s, LLC (2837); Restora Hospital of Mesa, LLC
(8773); and Restora Hospital of Sun City, LLC (1028 he mailing address for the Debtors, solely
for purposes of notices and communications, is 296&hwinds Parkway, Suite 160, Alpharetta,
Georgia 30009.
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Rules of Bankruptcy Practice and Procedure of tinted States Bankruptcy Court for the
District of Delaware (the “Local Rules”), for entof (i) an order, substantially in the form

annexed hereto as Exhibit A (the “Bidding Procedu®eder”), (a) approving certain auction and

bidding procedures in connection with the sale whbssantially all of the Debtors’ assets,

substantially in the form annexed hereto as Exijthe “Bidding Procedures”), (b) authorizing

the Debtors to enter into a stalking horse purclagseement, subject to higher and better offers,
(c) approving procedures relating to the assumpdinth assignment of executory contracts and
unexpired leases, (d) scheduling an auction anel aaproval hearing, (e) approving the form
and manner of sale notice, and (f) granting relaet@f, and (ii) an order, substantially in the
form annexed hereto as Exhibit B (the “Sale Orddid) authorizing and approving the sale of
substantially all of the Debtors’ assets free dedrcof all liens, claims, encumbrances, and other
interests, (b) authorizing the assumption and assgmt of certain executory contracts and
unexpired leases, and (c) granting related reliéh support of this Motion, the Debtors
respectfully represent as follows:

JURISDICTION

1. The Court has jurisdiction over the Debtors, thestates, and this matter
pursuant to 28 U.S.C. 88 157 and 1334. This matarcore proceeding pursuant to 28 U.S.C.
8 157(b)(2). Venue is proper in this Court purgduan28 U.S.C. 88 1408 and 1409. The
statutory bases for the relief requested in thigidhoare sections 105(a), 363, 365, 503, and
507 of the Bankruptcy Code, Bankruptcy Rules 2@04, 6006, and 9006, and Local Rule

6004-1.
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BACKGROUND

A. General Background.

2. On the date hereof (the “Petition Date”), eachh& Debtors filed a voluntary
petition with this Court under chapter 11 of thenBauptcy Code. The Debtors are operating
their businesses and managing their properties estods in possession pursuant to
sections 1107(a) and 1108 of the Bankruptcy Code.

3. No request for the appointment of a trustee or éxamnhas been made in these
chapter 11 cases, and no committees have beeméggbor designated.

4. The Debtors operate two long-term acute care (LTAG3pitals that provide
high intensity acute level care to patients reggirionger hospitalizations—typically ranging
from a few weeks to several months. The two holspatee each 120-bed, licensed, freestanding
hospitals located in the Greater Phoenix areatdreslospital of Mesa, LLC (“Restora Mesa”)

is located in Mesa, Arizona and Restora Hospitabon City, LLC (“Restora Sun City” and,

together with Restora Mesa, “Restora”) is locatedSun City, Arizona. Both hospitals are

Medicare and Medicaid certified, and offer a comtim of services including specialty acute
care and sub-acute care provided in an on-sitsitramal care unit (TCU).

5. Restora provides a wide variety of programs andviees, including a
pulmonary/ventilator program, wound care, low tatem rehabilitation services, and post-
surgical care. Restora treats patients who reqaukiple concurrent care modalities such as
ventilator case, intravenous therapy, nutritiongdport, tube feedings, antibiotic management,
dialysis, and complex wound/skin care management.

6. Restora patients typically are critically ill andimave multi-system failures that
require extended acute care treatment after digehltom a traditional acute care hospital.

Patients often come to the hospitals directly famintensive care unit. Upon admission, each

EAST\70129428.1 3
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patient is evaluated by an interdisciplinary tedrprofessionals to develop an appropriate plan
of action depending on the patient’s particulardse@nd the length of stay of patients will vary
depending on the diagnosis, patient age, and alewiy.

7. Revenue is earned from fees for services renderddsadue from patients and
third party payors, including both Medicare and Mad@ and various insurance companies.
Net patient revenue at Restora Mesa for the pesfotanuary 2013 through September 2013
was $15,688,593, and net patient revenue at ReS8ara City for the same period was
$13,014,048.

8. A more detailed description of the Debtors andrtiheisinesses, and the facts
and circumstances supporting the Debtors’ chafdterates, are set forth in greater detail in the
Declaration of George D. Pillari in Support of Chapter 11 Petitions and First Day Motions (the

“Pillari Declaration”), filed contemporaneously kernth and incorporated herein by reference.

Mr. Pillari is the Debtors’ proposed chief restwag officer.

B. The Prepetition Secured Indebtedness.

9. The Debtors are parties to a Revolving and Terrmlarad Security Agreement,
dated as of June 29, 2012 (as amended, modified sapplemented from time to time, the

“Prepetition Loan Agreement”), with Healthcare Fina Group, LLC (*HEG”), as revolving

lender, term lender, and administrative agenttércapacity as lender, the “Prepetition Secured

Lender,” and in its capacity as administrative agéme “Prepetition Administrative Agent”

and, collectively, the “Existing Lender Partiespursuant to the Prepetition Loan Agreement,

the Prepetition Secured Lender, in its capacitieas lender (the “Existing Term Lender” and,

together with the Prepetition Administrative Agexst agent for the Existing Term Lender, the

“Existing Term Lender Parties”), agreed to makerantloan to Restora in the initial principal

amount of $3 million (“Term Loan A”) and a separdé&gm loan to Restora in the initial
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principal amount of $2 million (“Term Loan B” anthgether with Term Loan A, the “Term
Loans”). Term Loan B was not advanced to Restora.
10. In addition, the Prepetition Loan Agreement prosider certain revolving

advances (the_“Revolving Commitment” and, togethéh the Term Loans, the "Prepetition

Loans”) to be made by the Prepetition Secured LemaleRestora subject to availability as
requested from time to time by Restora. The RemglCommitment is subject to a borrowing
base based on the net value of Restora’s recesjatdetain reserves, and subject to a cap of $7
million.

11. The non-default interest rate per annum on thetandéng balance of the Term
Loans is equal to LIBOR plus 6.0% and the non-defaerest rate per annum on the
outstanding balance of the obligations under theoReng Commitment is equal to LIBOR
plus 4.25%. The default rate of interest on akpetition Loans is equal to the otherwise
applicable non-default rate of interest plus 4.0Restora’s obligations to the Existing Lender
Parties under the Prepetition Loan Agreement awgagieed by debtor Restora Healthcare

Holdings, LLC (“Restora Holdings”) pursuant to ar€a& Guaranty, dated as of June 29, 2012

(the “Parent Guaranty”).

12.  As security for Restora’s obligations to the ExigtiLender Parties under the
Prepetition Loan Agreement and Restora Holdingdigabons to the Prepetition Secured
Lender under the Parent Guaranty, each Debtor egtatd the Prepetition Administrative
Agent, as agent for the Prepetition Secured Leraesgcurity interest in substantially all of

each Debtor’s assets (collectively, the “Prepetif@pllateral”). The liens and security interests

in favor of the Prepetition Secured Lender, inaépacity as term lender, in and to certain

Prepetition Collateral (including general intangdl goods, inventory, contracts, leases,
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instruments, investment property, securities, sgcentittements, securities accounts, equity
interests held by the Debtors, and records relébethe foregoing) (such liens being the

“Existing Term Loan Liens” and such collateral lgethe “Existing Term Loan Collateral”) are

senior to the liens and security interests in fawbithe Prepetition Secured Lender, in its
capacity as Revolving Commitment lender, in anduoh Prepetition Collateral, and the liens
and security interests in favor of the Prepetit8scured Lender, in its capacity as Revolving
Commitment lender, in and to the remaining PrepaetitCollateral (including receivables,
deposit accounts, cash, and records related tftotagoing) are senior to the liens and security
interests in favor of the Prepetition Secured Lennteits capacity as Existing Term Lender, in
and to such remaining Prepetition Collateral.

13. The Debtors are in default of their obligations @ndhe Prepetition Loan
Agreement and related documents. As of the PetiDate, the aggregate amount of the
obligations outstanding under the Term Loans wagagmately $2,600,000 (the “Existing

Term Loan Debt”) and the aggregate amount of thégatons outstanding under the

Revolving Commitment was approximately $3,000,a6@ (Existing Revolving Debt”).

14.  As discussed in more detail in the Pillari Declanat subject to the approval of
this Court, HFG has also agreed to provide pogipetdebtor in possession financing to the
Debtors pursuant to a revolving credit facilityan amount not to exceed $7,000,000 at any one
time outstanding (the “DIP_Facility”), subject tdarrowing base and certain reserves.

C. Events Leading to the Chapter 11 Filings.

15. As discussed in more detail in the Pillari Declamat Restora has experienced
significant liquidity issues that have hindered dfsility to pay obligations in the ordinary
course of business. To address the liquidity sstiee Debtors sought to implement a number

of restructuring initiatives over the last yearcluding making appropriate adjustments in
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staffing, negotiating with vendors and suppliersd aeeking out additional sources of funding.
In addition, in November 2013, the Debtors retairied services of Alvarez & Marsal
Healthcare Industry Group to provide a Chief Redttming Officer.

16.  After careful consideration and consultation witteit advisors, the Debtors
ultimately determined that it was necessary to ymirs sale or other restructuring transaction
with one or more potential purchasers or otherttexgia partners. The Debtors, together with
their advisors, contacted a number of potentiatipasers or strategic partners in connection
with a potential sale or other restructuring tratiea, and executed non-disclosure agreements
with thirteen (13) such entities, all of which wegeanted access to a dataroom established by
the Debtors’ advisors to assist such entities éir ttiue diligence efforts.

17.  The Debtors and their advisors were in regular axnivith these entities and
facilitated such entities’ due diligence effortacluding by coordinating on-site visits and
management meetings. A number of parties expresgedest in a transaction with the
Debtors, including through a chapter 11 plan, sec863 sale, and/or a management structure.
The Debtors and their advisors negotiated with eafthihese parties regarding potential
transaction structures and economic and other tefragleal, but no such party, individually or
together, was willing to enter into a binding agneat to consummate such a transaction.

18.  Several parties with which the Debtors had beenaged in discussions,
including several creditors of the Debtors, ultiehaisubmitted to the Debtors a joint term sheet
for a proposed transaction to acquire the Debtausiness operations. The parties submitting

the term sheet were HFG, American Realty Capitdl@artain of its affiliates (collectively, the
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“Landlord”), Acuity Healthcare, L.P. (“Acuity”§,HealthCap Partners, LLC (“HealthCap”), and
Tutera & Co. (“Tutera” and, together with HFG, thendlord, Acuity, and HealthCap, the

“Transaction Parties”). The proposal providestfar formation of a new entity by HealthCap,

Acuity, and Tutera, with each Transaction Partheothan HFG, contributing cash funding to
the new entity, and HFG assigning to the new emtitpf its rights, title, and interest as lender
and agent in and to all prepetition and postpetitrmlebtedness owing to it by the Debtors in
connection with the Prepetition Loan Agreement egldted documents and the DIP Facility.

The newly formed entity, PHX Hospital Partners, L(iGe “Stalking Horse Purchaser”), will

serve as a stalking horse bidder in connection a/iale transaction pursuant to section 363 of
the Bankruptcy Code involving substantially all tble Debtors’ assets, subject to higher or
otherwise better offers. The Debtors, togethethwitieir advisors, engaged in extensive
negotiations with the Stalking Horse Purchasehile at the same time continuing discussions
with other potentially interested parties.

19. Ultimately, the Debtors were able to reach an agesd with the Stalking Horse
Purchaser regarding the terms of a stalking hasetgurchase agreement, a copy of which is

attached hereto as Exhibit C (the “Stalking Horgge®ment”), involving a sale transaction

pursuant to section 363 of the Bankruptcy Codejestitio higher or otherwise better offers.
The consideration being provided under the Stalkidgrse Agreement consists of
(a) $5,000,000, payable by the Stalking Horse Ragehin the form of a credit bid under

section 363(k) of the Bankruptcy Code with respiecta portion of the aggregate secured

2 Acuity currently provides financial management s&s, including billing and collection services, to

Restora Mesa and Restora Sun City pursuant toeimestof a Financial Management Services
Agreement.

References to the Stalking Horse Purchaser shedlafter include the Transaction Parties and the
PHX Hospital Partners, LLC.

EAST\70129428.1 8
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obligations owing by the Debtors under the Préjpetioan Agreement and DIP Facility, (b) a
waiver by the Landlord of certain cure costs widspect to the two real property leases
between the Debtors and the Landlord for the hakmtations, including a waiver of certain
past due basic rental obligations under the leased the closing of the sale transaction, and
(c) the assumption by the Stalking Horse Purchakeertain liabilities set forth in the Stalking
Horse Agreement and the payment of all cure coslsting to executory contracts and
unexpired leases to be assumed and assigned $oatkerg Horse Purchaser.

20. The Stalking Horse Agreement was negotiated in dald and at arm’s length,
and the Debtors believe the terms thereof aredad reasonable. In addition, the Debtors
believe that the proposed post-petition marketimgcgss described herein will provide
sufficient time and opportunity for any other irgsted party to submit a higher or otherwise
better offer for the Debtors’ assets. Notably, ebtors have already implemented an
extensive marketing process prior to the Petiti@ieDand have negotiated with a number of
parties regarding a potential transaction. Accwglyi, the Debtors believe it is likely that any
other party that may submit a competing bid wiNdalready conducted extensive diligence on
the Debtors and their assets.

21. The Debtors, together with their advisors, cargfalbnsidered all options and
determined in their business judgment that the cenuament of these chapter 11 cases and the
pursuit of a post-petition marketing and sale psscas described herein will maximize the
value of the Debtors’ assets and is in the besrest of all constituencies, including the
patients at the Debtors’ hospitals and creditorghef Debtors. The Debtors did not have
sufficient liquidity to continue operating outsidd bankruptcy, and the pursuit of a sale

transaction during these chapter 11 cases preantisest available option to (a) ensure the
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continued operation of the Debtors’ LTAC hospitdlls) ensure the continued provision of

proper patient care and support, and (c) maxiwvedee for the Debtors’ estates.

22.

23.

Sale Order:

EAST\70129428.1

RELIEF REQUESTED

By this Motion, the Debtors request entry of theddng Procedures Order:

(i)

(ii)

(iii)

(iv)

(v)

(vi)

approving Bidding Procedures, the form of which at@ached hereto as
Exhibit D, for (a) submitting bids for the purchasfethe Acquired Assets
(as defined below), and (b) conducting an auctarritie Acquired Assets
(the “Auction”), in the event that the Debtors rneeetwo or more
Qualified Bids (as defined below) for the Acquirksisets;

authorizing the Debtors to enter into the Stalkihgyse Agreement with
the Stalking Horse Purchaser, subject to highetlerwise better, for the
purpose of establishing a minimum acceptable hidife Acquired Assets
(the “Stalking Horse Bid");

approving procedures (the "Assumption and Assigrirnfeacedures”) for
the assumption and assignment of the Designatedrdots (as defined
below) in connection with the sale of the Acquirkskets and resolution
of any objections thereto;

scheduling (a) a deadline to submit bids for theuhed Assets of April
21, 2014 at 5:00 p.m. (prevailing Eastern Time)), ite date of the
Auction for April 23, 2014 at 10:00 a.m. (prevagificastern Time), and
(c) the date of the hearing to consider approvahefproposed sale of the
Acquired Assets (the “Sale Approval Hearing”) for or before April 25,
2014 at 10:00 a.m. (prevailing Eastern Time), sutbje this Court’s
availability;

approving the form and manner of notice of the deado submit bids for
the Acquired Assets, the date and time of the Aucand the date and
time of the Sale Approval Hearing; and

granting certain related relief.

In addition, at the Sale Approval Hearing, the Debtwill request entry of the

(i)

approving the sale of the Acquired Assets in acoecd with the terms of
the asset purchase agreement executed by the Stwtd@slder, which
shall be free and clear of all liens, claims, enbtances, and other
interests, including rights or claims;

10
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(i) approving the assumption and assignment of ceg@tutory contracts
and unexpired leases related to the Acquired Assstablishing the cure
amount, if any; and approving the Successful Biddgrovision of
adequate assurance of future performance; and

(i) granting certain related relief.

Stalking Horse Bid

24.  The Debtors, in their business judgment, beliewa the terms of the Stalking
Horse Agreement are fair and reasonable and wtlaia a sale process that will maximize
value for the Debtors’ estates. Negotiations wité Stalking Horse Purchaser regarding the
terms and conditions of the Stalking Horse Agrednvegre conducted in good faith and at
arm’s length, with all parties, including each widual Transaction Party, represented by
separate counsel. A summary of certain principaing of the Stalking Horse Agreement,

including the terms required to be highlighted uridecal Rule 6004-1(b)(iv), is as follows:

Amount and Form of | The purchase price (the_“Purchase Price”) for |the

Consideration purchase, sale, assignment and conveyance off the
Debtors’ right, title and interest in, to and undée
Acquired Assets (as defined below) shall consist of
(a) $5,000,000, payable by the Stalking Horse Rasef]
in the form of a credit bid under section 363(k)thé
Bankruptcy Code with respect to a portion of the
aggregate secured obligations owing under the Btiepe
Loan Agreement and DIP Facility, (b) a waiver by th
Landlord of certain cure costs with respect totthe real
property leases between the Debtors and the Lahébor
the hospital locations, including a waiver of certpast
due basic rental obligations under the leases atheof
closing of the sale transaction, and (c) the astomby
the Stalking Horse Purchaser of certain liabilises forth
in the Stalking Horse Agreement and the paymemiuoé

This summary contains a description of only cerfaincipal terms of the Stalking Horse Agreement.
The Stalking Horse Agreement itself should be cttedufor a full description of the terms thereof.
To the extent that there are any inconsistenciésdes the terms set forth herein and in the actual
terms set forth in the Stalking Horse Agreemenrd, tdrms of the Stalking Horse Agreement shall
control. Capitalized terms used but not definedhis section shall have the meanings ascribed to
them in the Stalking Horse Agreement.

EAST\70129428.1 11
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costs up to $450,000 relating to executory condractd
unexpired leases to be assumed and assigned t
Stalking Horse Purchaser (collectively, the “Desitgal
Contracts”).

o0 the

Acquired Assets

The Stalking Horse Purchaser ghumtthase substantial
all of the operating assets of the Debtors (callebt, the

y

“Acquired Assets”), other than Excluded Assets. eTh

Acquired Assets include all tangible property, aous,

machinery, equipment, inventories, tenant improv@s)e

goodwill, software and computer programs, hardw
intellectual property, prepaid expenses (other fhrapaid

are,

insurance or prepaid other assets) and deposits,

Designated Contracts, books and records (inclucithg

patient charts and records since January 1, 2(dtienp
lists and appointment books relating to patiergated by
the Debtors to the extent transferable under agiplig
law), any policies and procedures relating to tledtors’
business, telephone and facsimile numbers, alhdieg
and permits to the extent transferable, and allefisn
proceeds and other amounts payable under any paofli
insurance relating to the Debtors’ business.

Excluded Assets

The following are not includedhe Acquired Assets and

are not being sold to the Stalking Horse Purch
(collectively, the “Excluded Assets”): (i) cashij)(cash
equivalents, (iii) income tax receivables, (iv) eleéd tax

aser

assets, (v) employee advances, (vi) prepaid inseran
including prepaid professional liability insurance,

(vii) contracts and leases that are not Design
Contracts, (viii) the Purchase Price and all rigbtghe
Debtors’ under the Stalking Horse Agreement, (iry
rights, claims or causes of action of any Debtoairast

third parties relating to assets, properties, lmsbasiness

or operations of any Debtor, including any actiomsler

ated

D

chapter 5 of the Bankruptcy Code, (x) all personnel

records and other books, records, and files that
Debtors are required by law to retain in their pgsson,
(xi) any patient records with respect to which

applicable patient(s) has objected to a transfesush
patient records to the Stalking Horse Purchasé, {ry
claim, right or interest of any Debtor in or to amfund,
rebate, abatement or other recovery for taxes,tleg
with any interest due thereon or penalty rebatsirayi
therefrom, (xiii) investments (including Restoraléings’
membership interests in Restora Mesa and Restang

EAST\70129428.1
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City), (xiv) any other prepaid assets or proper
expressly set forth on Schedule 1.2 to the Stalklogse
Agreement, and (xv) any books and records relatin
any of the foregoing.

ties

Assumed Liabilities

The Stalking Horse Purchasallsteffective as of the
Closing Date, assume those liabilities and obloyeti
(i) under the Prepetition Loan Facility and DIP #Hgc
and (i) arising from events occurring on or aftée
Closing Date under any Designated Contracts.

Stalking Horse Purchaser also shall be respongdle

payment of Cure Costs related to the Design
Contracts up to $450,000.

A} %4

The

ated

Excluded Liabilities

The Stalking Horse Purchashalls not assume or be

deemed to have assumed any liabilities of the Dsbto

other than the Assumed Liabilities.

Assumption and
Assignment of
Contracts and Leases

At the Closing, the Debtors shall assign to thek8tg

Horse Purchaser each of the Designated Contralts.

connection with the assumption and assignment ef th

Designated Contracts the Stalking Horse Purchasat
pay cure costs which the Bankruptcy Court, purst@aat
Final Order, orders to be paid in connection witke
Debtors’ assumption and assignment to Stalking &

ors

Purchaser of such Designated Contracts in accoedanc
with section 365 of the Bankruptcy Code up tg a

maximum of $450,000 in the aggregate.

Representations,
Warranties, and
Covenants

The Stalking Horse Agreement contains usual

customary representations, warranties, and coverfan
similar bankruptcy section 363 sale transactiamduding
representations and warranties by the Stalking é1
Purchaser that it has the requisite authority aad
obtained the necessary consents to consummate
transactions contemplated by the Stalking Hg
Agreement.

Regulatory Approvals

The Stalking Horse Purchaser the Debtors will eac

use commercially reasonable efforts to obtain rezngs

regulatory approvals for the transaction, includoug not
limited to, any required approvals by the Arizg
Department of Health Services and the Centers
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Medicare and Medicaid Services. If any governmenta
approval is determined to be necessary and canapt b

timely obtained, the parties agree to work in géath to
modify the terms of the transaction as necessaensoire
compliance with all federal, state, or other goweental
laws, rules, and regulations while providing themea
economic result to the Stalking Horse Purchaser.

Conditions to Closing
(Local Rule 6004-

1(b)(iv)(E))

The material conditions and contingencies for ttadkg
Horse Purchaser’s obligations to close include:

(@) All representations and warranties made by
Debtors in the Stalking Horse Agreement and in
written statements delivered to the Stalking Hg

=

the
any
rse

Purchaser under the Stalking Horse Agreement shall

be substantially true and correct as of the Effeg

ti

Date and as of the Closing Date as though made on

such dates.

(b) The Debtors shall have performed, satisfied
complied in all material respects with all obligets
and covenants required by the Stalking Hg
Agreement to be performed or complied with by th
on or prior to the Closing Date.

(c) The Debtors shall have executed and deliveredég
Stalking Horse Purchaser the Assignment
Assumption and Bill of Sale, dated and effectiveof
the Closing Date.

(d) The Debtors shall have delivered to the Stalkingsd
Purchaser all other documents required to be deliM
by them under the Stalking Horse Agreement, ang
such documents shall have been properly execute
each of them, if applicable.

(e) The Stalking Horse Purchaser shall have receivie
Third Party Consents and Governmental Approval
any, in form and substance satisfactory to it, cive
as of the Closing Date.

(H The Bankruptcy Court shall have entered an o
authorizing the assumption and assignment of tra
Property Leases and approving any modification
such leases in form and substance satisfactorie
Stalking Horse Purchaser and the lessors.

and

rse
em

) th
and
S

D
e

] all
d by

d al
S, if

rder
Re
5 to
D t
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(g) Delivery of all schedules and exhibits attachedhe

(h) The Bankruptcy Court shall have entered the

()

)

Stalking Horse Agreement.

Order and the Sale Order shall have become firgl
non-appealable.

All of the Assigned Contracts and Assigned Pers
Property Leases shall have been validly assumed
assigned under section 365 of the Bankruptcy Cog
the Stalking Horse Purchaser pursuant to the
Order.

The Stalking Horse Purchaser has not received
notice or notices pursuant to Section 6.2 of
Stalking Horse Agreement that in the aggregatecc
be reasonably expected to be materially adversieet
condition (financial or otherwise), properties, etss
liabilities, businesses, operations, results ofrafens
or prospects of the Practice or the Acquired Assets

Break-Up Fee

The Stalking Horse Agreement does not provide for
break-up fee or expense reimbursement in favorhef
Stalking Horse Purchaser.

As Is, Where Is

The Stalking Horse Purchaser igptong the Acquireg

Assets at the Closing “as is, where is, and wiktiaailts,”
and, except as otherwise expressly provided in
Stalking Horse Agreement, the Debtors are making
representations or warranties whatsoever, expras
implied, with respect to any matter relating to
Acquired Assets.

Sale
an

bnal
and
le t
Sale

any
the
oul

~—+

the

no
S 0
the

Other Highlighted
Terms Under Local
Rule 6004-1(b)(iv)

Local Rule 6004-1(b)(iv)(A). To the best of t
Debtors’ knowledge, the Stalking Horse Purchase
not an insider within the meaning of section 10}(&f
the Bankruptcy Code. HealthCap, however, whic
one of the Transaction Parties, is an affiliat¢dafCG,
LLC, which holds an 81.63% membership interes
Restora Holdings.

Local Rule 6004-1(b)(iv)(B). The Debtors have
discussed or entered into agreements with manade
or key employees regarding compensation or fu
employment.

ris
h IS
L in
hot

men
ture

Local Rule 6004-1(b)(iv)(C). This Motion is n

Ot
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seeking a release in favor of any entity.

Local Rule 6004-1(b)(iv)(D). As discussed in more

detail below, an auction is contemplated and

the

Debtors have not entered into any agreement tg not

solicit competing offers.

Local Rule 6004-1(b)(iv)(F). The Debtors are
requiring the Stalking Horse Purchaser to subm
good faith deposit due to the secured obligations@
by the Debtor to the Stalking Horse Purchaser.

hot
it a

Local Rule 6004-1(b)(iv)(G). The Debtors do mot
currently have any interim management or other
agreement with the Stalking Horse Purchaser. O@ne o

more Debtors is a party to (i) a Financial Manageime

Services Agreement with Acuity (one of t

Transaction Parties), (i) a Consulting Agreemenhw

Acuity Healthcare Management, LLC (an affiliate
Acuity), and (i) a Consulting and Accoun

he

of
ts

Receivable Collection Agreement with Tutera Semior

Living & Healthcare, LLC (an affiliate of Tutera,

which is one of the Transaction Parties). In theng¢
the Debtors determine it is appropriate to enter any
other agreement with the Stalking Horse Purchase
any Transaction Party that is outside the ordin
course of business, the Debtors will promptly ryotife
Court and any such agreement will be subject toriG
approval. In addition, the Debtors will allow t
Stalking Horse Purchaser, subject to applicabledad)
confidentiality, full access to management &
operations during the pendency of the chapter &
and prior to the closing of a sale, and the Stalk
Horse Purchaser may designate a representative
physically present at the Debtors’ facilities dgrsuch
time with access to the Debtors’ employees
records.

Local Rule 6004-1(b)(iv)(H). The Debtors are 1|
seeking to release any sale proceeds without fu
order of the Court. The Debtors do intend to agvite
the Stalking Horse Purchaser on an allocation ef
Purchase Price to the Acquired Assets, as set for
Section 2.3 of the Stalking Horse Agreement.

Local Rule 6004-1(b)(iv)(I). The Debtors are 1
seeking to have the sale declared exempt from t
under section 1146(a) of the Bankruptcy Code.

EAST\70129428.1
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» Local Rule 6004-1(b)(iv)(J). The Debtors are naitajy

or will have reasonable access to all books andrdsg

to enable them to administer these chapter 11 case

Ul

Local Rule 6004-1(b)(iv)(K). The Debtors are mnot

seeking to sell any avoidance actions.

Local Rule 6004-1(b)(iv)(L). The Debtors are seek
to sell the Acquired Assets free and clear of ssmae
liability claims, other than Permitted Encumbrances

Local Rule 6004-1(b)(iv)(M). The Debtors are segk

to sell the Acquired Assets free and clear of liens

claims, and interests, other than Permit

ted

Encumbrances, to the fullest extent permitted under

section 363 of the Bankruptcy Code, but are

not

seeking to sell property free and clear of any

possessory leasehold interest or license.

Local Rule 6004-1(b)(iv)(N). The Debtors are not

seeking to disallow or restrict any party’s rigbtaredit
bid its allowed secured claim under section 363k
the Bankruptcy Code, and are expressly permittieg

t

Stalking Horse Purchaser to credit bid its secured
claims in connection with the Prepetition Loan

Agreement and DIP Facility.

Local Rule 6004-1(b)(iv)(O). As discussed in more

detail below, the Debtors are seeking relief frdm
fourteen-day stay imposed by Bankruptcy R
6004(h).

25.

light of the facts and circumstances of these @ralt cases and should be approved.

26.

—

ule

As discussed herein, the Debtors believe theegigions are reasonable in

The Debtors believe that their entry into the StakHorse Agreement will

provide substantial benefit to the estates and el maximize value in any sale of the

Acquired Assets. Specifically, the Stalking HoR@rchaser will establish a minimum bid for

the Auction and a complete set of offer terms watspect to the Acquired Assets.

EAST\70129428.1
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27. The Debtors believe that, unless a sale is consueandhere will be a
deterioration in the value of their assets andrimsses and it is likely that they will have to
wind-down their businesses. Accordingly, a promspte will maximize the value of the
Debtors’ estates for the benefit of creditors atitepinterested parties, ensure the continuity of
guality patient care and services, and preserve flmband business relationship with hundreds
of employees, contract and lease counterpartiesyamndors.

The Bidding and Auction Procedures

28. To obtain the highest or otherwise best bid forAleguired Assets, the Debtors
intend to implement the Bidding Procedures attacheteto as Exhibit D. The Bidding
Procedures set forth, among other things, the awiéity of due diligence for potential bidders,
the deadline and requirements for submitting a PediBid (as defined below), the procedures
for conducting the Auction, and the criteria fortetenining the highest or otherwise best
Qualified Bid for the Acquired Assets (the “SucdatBid”).

29.  The following summary highlights the material teraighe Bidding Procedures,
including those terms required to be highlightedleamLocal Rule 6004-1(c). All parties in
interest are referred to the text of the attach&htliBg Procedures for additional information
regarding the proposed procedutes.

A. Bid Deadline.

30. A potential bidder that desires to make a bid skaliver copies of its bid

package by email to: (i) counsel to the DebtorsADPiper LLP (US), 1251 Avenue of the

Americas, New York, NY 10020 (Attn. Thomas R. Cahb, Esq.

Capitalized terms used but not defined in thisisecthall have the meanings ascribed to them in the
Bidding Procedures. To the extent that there ayeirconsistencies between the description of the
Bidding Procedures contained herein and the a8idaling Procedures attached hereto, the terms of
the actual Bidding Procedures attached heretoaontr

EAST\70129428.1 18
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(thomas.califano@dlapiper.com) and Daniel G. Ed#sy. (daniel.egan@dlapiper.com)), and
DLA Piper LLP (US), 1201 North Market Street, Su#00, Wilmington, DE 19801 (Attn:
Stuart Brown, Esq. (stuart.borown@dlapiper.com))) the Debtors’ Chief Restructuring
Officer, Alvarez & Marsal Healthcare Industry Groud.C, 100 Pine Street, Suite 900, San
Francisco, CA 94111 (Attn: George D. Pillari (gail@alvarezandmarsal.com)); (iii) counsel
to HealthCap, as agent for the Stalking Horse Rasehfor noticing purposes, Polsinelli P.C.,
2501 N. Harwood, Suite 1900, Dallas, TX 75201 (Attrames H. Billingsley, Esq.
(jbillingsley@polsinelli.com)); (iv) counsel to tHeebtors’ secured lender, Kaye Scholer, LLP,
425 Park Avenue, New York, NY 10022 (Attn: BenjamirMintz, Esq.
(benjamin.mintz@kayescholer.com)); (v) counsel e tandlord, Arent Fox LLP, 1675
Broadway, New York, NY 10019 (Attn: Andrew |. SiffeEsq. (andrew.silfen@arentfox.com));
and (vi) counsel to any official committee of unsesd creditors appointed in these chapter 11
cases (the_“Committee”), so as to be actually xe&tkbdn or before the date set by the Court as
the deadline to submit Qualified Bids (the “Bid D&ae”). The Debtors proposepril 21,
2014 at 5:00 p.m. (prevailing Eastern Timeps the Bid Deadline and seek authority in their
business judgment to extend the Bid Deadline witHacther order of the Court. No bids
submitted after the Bid Deadline shall be considérgthe Debtors.

B. Due Diligence.

31. Subject to a potential bidder entering into a abafitiality agreement
satisfactory to the Debtors in their business jueginthe Debtors may afford any potential
bidder, whom the Debtors, in consultation with trevisors, believe has the wherewithal to
close a sale transaction and operate the hospit@sypportunity to conduct a reasonable due
diligence review in the manner determined by thetbes in their discretion. The Debtors shall

not be obligated to furnish access to any dueatikg information of any kind after the Bid

EAST\70129428.1 19



Case 14-10367-PJW Doc 23 Filed 02/25/14 Page 20 of 48

Deadline. The Debtors intend to use reasonablatefto provide to all potential qualified
bidders certain information in connection with tipeoposed sale and assumption and
assignment of Designated Contracts, including, amother things, the proposed Bidding
Procedures and the Stalking Horse Agreement, leuflaiture to deliver any such information to
any potential bidders shall not affect the validigffectiveness or finality of the Auction (as
defined below) or the sale process. All diligencguiries must be directed to Alvarez &
Marsal Healthcare Industry Group, LLC; providedwewer, potential bidders are encouraged
to speak directly with representatives of HFG amel itandlord in connection with their due
diligence in respect of the potential to assume HkE@Bns and liens through participation in the
Auction and lease modifications with Landlord, resprely, notwithstanding their status as
Transaction Parties.

C. Bid Requirements.

32. A bid submitted will be considered a qualified laidd the potential bidder will
be considered a qualified bidder only if the bidsisgomitted by a bidder that in the Debtors’
business judgment, in consultation with their adrgs complies with all of the following

requirements (a_“Qualified Bid” and “Qualified Bield” respectively), any of which may be

modified or waived by the Debtors, in consultatigith their advisors, in their discretion at or
prior to the Auction (as defined below):

a) it states that the potential qualified bidder dffelo purchase, in cash, the
Acquired Assets (or offers to purchase less thamofathe Acquired Assets,
including the exclusion of the Debtors’ accountsereable) upon the terms and
conditions that the Debtors in their business jueiginin consultation with their
advisors, reasonably determine are no less fawtalthe Debtors than those set
forth in the Stalking Horse Agreement;

b) itincludes a signed writing that the potential lified bidder’s offer is irrevocable
until the selection of the Successful Bidder, pded that if such potential
qualified bidder is selected as (A) the SuccesBidder, its offer shall remain
irrevocable until the earlier of (i) the outsideteldby which all regulatory
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d)

f)

9)

h)

EAST\70129428.1

approvals and other conditions to closing shallehaeen satisfied or waived,
(ii) the date the Sale Order is entered if the s@asaction with such potential
qualified bidder is denied or (iii) the date thatthirty (30) days after the Sale
Approval Hearing, or (B) the Next Best Bidder (ainled below) its offer shall
remain irrevocable until the earlier of (i) the silog of the sale to the Successful
Bidder, (ii) the date that is thirty (30) days aftee earlier of (I) the outside date
by which all regulatory approvals or other condigoto closing under the
Successful Bidder’s asset purchase agreementhehadlbeen satisfied or waived,
or (I) the date that is thirty (30) days after thale Approval Hearing;

that there are no conditions precedent to the patequalified bidder’s ability to
enter into a definitive enforceable agreement dnad &ll necessary internal and
shareholder approvals have been obtained pridret®@id Deadline;

it includes a duly authorized and executed copwrofasset purchase agreement
(an “Asset Purchase Agreement”), including the pase price for the Assets (the
“Proposed Purchase Price”), together with all eibiland schedules thereto,
together with copies marked to show any amendmamtismodifications to the
Stalking Horse Agreement and the proposed ordeapgrove the sale by the
Bankruptcy Court;

it includes written evidence of a firm, irrevocaltemmitment for debt or equity
financing, or other evidence of ability to consuntenghe proposed sale
transaction, that will allow the Debtors in theurdness judgment, in consultation
with their advisors, to make a determination asthie bidder’s financial,

regulatory, and other capabilities to consummate tkale transaction
contemplated by the Asset Purchase Agreement;

it has a cash value to the Debtors, in the Debta@a5onable discretion, after
consultation with their advisors, that is greatemt or equal to $5,000,000, which
is the amount of the credit bid being submittediy Stalking Horse Purchaser,
plus (ii) $100,000 (the “Initial Overbid”);

it identifies with particularity which executory ewacts and unexpired leases the
potential qualified bidder designates to assumel provides details of the
potential qualified bidder’s proposal for the payméor treatment) of related cure
costs with respect to the Designated Contracts;

it includes an acknowledgement and representatiah the potential qualified
bidder: (i) has had an opportunity to conduct ang all required due diligence
regarding the Acquired Assets and Designated Castyaior to making its bid,;
(i) has relied solely upon its own independentigey investigation and/or
inspection of any documents and/or the Acquired efsssand Designated
Contracts in making its bid; (iii) did not rely up@ny written or oral statements,
representations, promises, warranties or guaramtiegsoever, whether express
or implied (by operation of law or otherwise), redjag the Acquired Assets and
Designated Contracts or the completeness of angrnvdtion provided in

21
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connection therewith or with the Auction, excepteapressly stated in the Asset
Purchase Agreement; and (iv) is not entitled to aad/es any right to assert a
claim for any expense reimbursement, break-updesimilar type of payment in
connection with its due diligence and bid;

i) itincludes evidence, in form and substance reddgsatisfactory to the Debtors,
of authorization and approval from the potentiabldied bidder's board of
directors (or comparable governing body) with respe the submission,
execution, delivery and closing of the Asset Puseh#@greement, and any
amendments thereto negotiated or occasioned pyitgipation in the Auction;

J) itis accompanied by a good faith deposit in thenfof a wire transfer (to a bank
account specified by the Debtors), certified checlsuch other form acceptable
to the Debtors, payable to the order of Restoralidgk (or such other party as
the Debtors may determine) in an amount equal moptercent (10%) of the
Proposed Purchase Price (the “Good Faith Deposit”);

k) it contains sufficient information concerning thetential qualified bidder’s
ability to provide adequate assurance of performanith respect to executory
contracts and unexpired leases;

[) it commits to supplement the bid with other infotroa reasonably requested by
the Debtors before or after the Bid Deadline; and

m) it is received by the relevant parties set forththe Bidding Procedures prior to
the Bid Deadline.

33. The Debtors and their professionals will review regotential qualified bid
received from a potential qualified bidder to emstivat both the bid and the bidder meet the
requirements set forth above. A potential qualifléd received from a potential qualified
bidder that the Debtors determine in their busipedgment meets the above requirements, and
subject to approval by the patient care ombudsihany, of the potential bidder as a Qualified
Bidder, which approval shall not be unreasonablthiweld or delayed, will be considered a
“Qualified Bid” and each potential bidder that sutsma Qualified Bid will be considered a

“Qualified Bidder.” The Debtors, in their busingagdgment, reserve the right to reject any bid,

without limitation. Notwithstanding the foregointhe Stalking Horse Agreement shall be a
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Qualified Bid for all purposes and the Stalking s®MPurchaser is a Qualified Bidder for all
purposes and requirements pursuant to the BiddiogeBures at all times.

D. Evaluation of Competing Bids.

34. The Debtors may value a Qualified Bid based upgnard all factors that the
Debtors deem pertinent, including, among others, fillowing: (a) the Proposed Purchase
Price of the Qualified Bid and the assumption aktonbligations respecting the assumption and
assignment of executory contracts and unexpiresetedb) the risks and timing associated with
consummating a transaction with the Qualified Brddeacluding, without limitation, all
necessary regulatory approvals; (c) the risks @ssat with and extent of any non-cash
consideration in any Qualified Bid; (d) any exclddessets or executory contracts or unexpired
leases; (e) the Qualified Bidder's experience ahiity in managing healthcare systems,
including long-term acute care hospitals; and ( ather factors that the Debtors may deem
relevant to the proposed transaction.

E. No Qualified Bids.

35. If the Debtors do not receive any Qualified Bidkestthan from the Stalking
Horse Purchaser, they will not hold an Auction #mel Stalking Horse Purchaser will be named
the Successful Bidder.

F. The Auction.

36. If more than one Qualified Bid has been receivid, Debtors will conduct an

auction (the “Auction”) for the sale of the Acquirdssets. Prior to the Auction, the Debtors

shall send a copy of all Qualified Bids to all Qfiatl Bidders. The Debtors propose that the
Auction take place oApril 23, 2014 at 10:00 a.m. (prevailing Eastern Tne) at the offices
of DLA Piper LLP (US), 1251 Avenue of the Americd¢ew York, NY 10020, or such later

time or such other place as the Debtors shall daggin a subsequent notice to all Qualified

EAST\70129428.1 23



Case 14-10367-PJW Doc 23 Filed 02/25/14 Page 24 of 48

Bidders. The Auction may be adjourned or reschetiulvithout further notice by an
announcement of the adjourned date at the Auctidre Debtors reserve the right to cancel the
Auction in their reasonable discretion.

37. The bidding at the Auction shall start at the amooffered in the highest or
otherwise best Qualified Bid, as determined andoanoed by the Debtors in their business
judgment, in consultation with their advisors, amitl continue in increments of $100,000 (the

“Overbid Increments”) until the bidding ceases. eT3talking Horse Purchaser will have the

right to credit bid additional indebtedness thatyniee owing under the Prepetition Loan
Agreement and DIP Facility, as of the anticipatédsitig Date, that is not already included in
the Purchase Price under the Stalking Horse Agreeme

38.  Notwithstanding anything contained in the Biddimgé¢edures, the Debtors may
modify or waive any provisions of the Bidding Prduees at the Auction if, in their reasonable
judgment, such modification or waiver will bettenromote the goals of the Auction, without
providing any advance notice to the Stalking Hd?sechaser or any other party.

39. Immediately prior to the conclusion of the Auctian, consultation with their
advisors, the Debtors will (a) review the last bideach Qualified Bidder made at the Auction
on the basis of financial and contractual terms sunch factors relevant to the sale process,
including those factors affecting the speed andtasdgy of consummating the sale,
(b) determine the Successful Bid for the Acquireskséts at the Auction, and (c) notify all
Qualified Bidders at the Auction, prior to its ctusion, of the name of the Successful Bidder.
Only Qualified Bidders may participate in the Awcti Each Qualified Bidder will be required
to confirm at the commencement of and from timeirtee during the Auction that it has not

engaged in any collusive behavior with respech&Midding or the Auction. The Auction will
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be conducted openly and all creditors will be p&edito attend and observe. Bidding at the
Auction will be videotaped and/or transcribed.

40.  After determining the Successful Bid, the Debtorgaymin consultation with
their advisors, determine which Qualified Bid ig thext best bid (the “Next Best Bid”). If the
Successful Bidder does not close the sale by the st forth in the Successful Bid or
otherwise agreed to by the Debtors and the SuedeB&flder, then the Debtors shall be

authorized to close with the party that submitteel Next Best Bid (the_“Next Best Bidder”),

without a further court order. The party that sitenthe Next Best Bid shall be required to
close the sale by the date set forth in the Nest Be&d (excusing the time between the Auction
and the date the Next Best Bidder is advised titeDebtors will seek to close under the Next
Best Bid) or otherwise agreed to by the DebtorstardNext Best Bidder.

G. Return of Deposits.

41. The Good Faith Deposits of all potential qualifieidders who are determined
not to be Qualified Bidders shall be returned priynpy the Debtors. The Good Faith
Deposits of Qualified Bidders shall be held in escby the Debtors. The Good Faith Deposits
of all Qualified Bidders, other than the Succes#idder and the Next Best Bidder, shall be
returned within two (2) business days after thectumion of the Sale Approval Hearing. The
Good Faith Deposit of the Next Best Bidder shalldterned within two (2) business days after
the consummation of the sale transaction with thec&ssful Bidder, but in no event later than
sixty (60) days after the Sale Approval Hearing.

H. Credit Bid.

42.  On or before the Bid Deadline, parties holding kdvi'en on some or all of the

Acquired Assets that secures an allowed secur@ah creay submit a credit bid for some or all
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of such Acquired Assets to the fullest extent paadiunder section 363(k) of the Bankruptcy
Code.

l. Reservation of Rights.

43. The Debtors may (a) determine, in their reasondisieretion, which bid or bids,
if any, to present to the Bankruptcy Court as tighést or otherwise best offer for the Acquired
Assets, (b) reject, at any time before entry obeser of the Bankruptcy Court approving any
bid as the Successful Bid, any bid that, in the tDesh reasonable discretion, is (i) inadequate
or insufficient, (ii) not in conformity with the geiirements of the Bankruptcy Code or the
Bidding Procedures, or (iii) contrary to the besterests of the Debtors and their bankruptcy
estates and creditors; provided, that the Stalklogse Purchaser’s bid and the Stalking Horse
Agreement, after approval of the Bidding Procedumesy not be rejected under (i), (ii) or (iii)
of this provision, (c) withdraw, in their busingssigment, the Motion if pursuing approval of
the Motion is determined to be contrary to the lstrests of the Debtors and their bankruptcy
estates and creditors, and (d) cancel, in theinbas judgment, the Auction and pursue an
alternative transaction if such alternative tratisacis determined to be in the best interests of
the Debtors and their bankruptcy estates and orsdit

44. The Debtors may extend or alter any deadline coethiin the Bidding
Procedures that will better promote their receiphigher or otherwise better offers for the

Acquired Assets and Designated Contracts (the ‘fisioe Right”). The Bidding Procedures

are solely for the benefit of the Debtors and th@inkruptcy estates. The Debtors may waive
or modify the provisions in the Bidding Proceducesadopt additional procedures as they see

fit in their business judgment (the “ModificationdRt”).
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J. As Is, Where Is.

45. The sale shall be on an “as is, where is” basis \aitldout representations or
warranties of any kind, nature, or description bg Debtors, their estates, or their agents or
representatives. Except as otherwise expresslyiqad in the Bidding Procedures, the
Stalking Horse Agreement, or any applicable Assetifase Agreement, each Potential Bidder
that submits a bid shall be deemed to acknowledge rapresent that it (a) has had an
opportunity to conduct any and all reasonable dligedce regarding the Acquired Assets prior
to making its bid, (b) has relied solely upon it8noindependent review, investigation and/or
inspection of any documents and/or the Acquiredefssgn making its bid, and (c) did not rely
upon any written or oral statements, representstiggromises, warranties or guaranties
whatsoever, whether express, implied, by operaifdaw or otherwise, regarding the Acquired
Assets, or the completeness of any informationidexin connection therewith.

K. Sale Approval Hearing.

46. The sale of the Acquired Assets and applicable tABsechase Agreement shall
be presented for authorization and approval byGbert at the Sale Approval Hearing, which
the Debtors propose be held on or befapeil 25, 2014 at 10:00 a.m. (prevailing Eastern
Time), subject to the availability of the Court. ThdeSApproval Hearing may be adjourned or
rescheduled without further notice by an announcénoé the adjourned date at the Sale
Approval Hearing.

Notice Procedures

47.  The Debtors also request approval of the proposed &nd manner of notice of
the Bid Deadline, the Auction and the Sale Appradahring. Within two (2) business days

after entry of the Bidding Procedures Order, th&tbDes will serve notice of the Bid Deadline,
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the Auction and the Sale Approval Hearing, subsiintin the form attached hereto as
Exhibit E (the “Sale Notice”), by first class maih:

(1) counsel to Healthcare Finance Group, LLC;

(i) counsel to the HealthCap Partners, LLC, as agettddStalking Horse
Purchaser for noticing purposes;

(i)  counsel to the Landlord;

(iv)  all applicable health regulatory agencies and tpauthorities;

(v) the Office of the United States Trustee for thetisof Delaware;
(vi)  the United States Attorney’s Office for the Distra¢ Delaware;

(vii) any entity known or reasonably believed to haveerasd a security
interest in or lien against any of the Acquired é{ss

(viii) the Debtors’ twenty (20) largest creditors on a sobidated basis or
counsel for the Creditors’ Committee, if one hasrbappointed,;

(ix)  any party that has filed a notice of appearandkéase cases; and

x) any party who has expressed an interest in pumfatie Acquired
Assets, investing in the Debtors, or participatimg a restructuring
transaction, and who the Debtors reasonably beliewdd consummate a
transaction, or who the Debtors or their professi®ielieve would have
such an interest.

48.  Within five (5) business days of the entry of thielddng Procedures Order, the

Debtors will publish a notice, in a form to be sutbed to the Court (the_"Publication Notice”),

in The New York Times (National Edition) and/or such other publication(s) as the Debtors and
their advisors deem appropriate.

Assumption and Assignment Procedures

49. To facilitate and consummate the sale of the Aeglikssets, the Debtors seek
authority to assume and assign certain Designatedr&rts to the Successful Bidder. Due to
the nature of the bidding process, it is impossiblethe Debtors currently to identify which

Designated Contracts will be designated for assieampand assignment to the Successful
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Bidder. As such, the Debtors further seek authotit establish the Assumption and
Assignment Procedures described below.

50. Cure Notice. Within five (5) business days afteiryg of the Bidding Procedures
Order and again after selection of the Successfd| B the extent required because of
differences, the Debtors will file the Cure Noticibstantially in the form attached hereto as
Exhibit F (the “Cure Notice”), with the Court andrge such Cure Notice on the non-Debtor
counterparties to such Designated Contracts. Tdre ®otice will include (a) the titles of the
Designated Contracts to be assumed, (b) the naimi® c@wounterparties to such Designated
Contract, (c) the amount, if any, determined by Eebtors to be necessary to be paid to cure
any existing default under such Designated Cordraciaccordance with sections 365(b) and
(N(2) of the Bankruptcy Code (the “Cure Amount(§l) the proposed effective date of the
assignment, and (e) the deadline by which any eopatties to such Designated Contracts
must object. The Debtors reserve the right to Eupent and modify the Cure Notice at any
time, provided that to the extent that the Debtutd a Designated Contract to the Cure Notice
or modifies the Cure Amount, the affected partyllshaceive a separate notice and an
opportunity to object to such addition or modifioat

51. Objection to Assumption and Assignment of Desighatontracts. Any

objection to the assumption and assignment of agsidhated Contract identified on the Cure
Notice, including, without limitation, any objectido the Cure Amount set forth on the Cure
Notice or to the ability of the Successful Bidder grovide adequate assurance of future
performance under such Designated Contract, muste(a writing, (b) set forth the basis for

the objection as well as any cure amount that thector asserts to be due (in all cases with

appropriate documentation in support thereof), @de filed with the Clerk of the Court,
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United States Bankruptcy Court for the District Dlelaware, 824 N. Market Street,
Wilmington, Delaware 19801, and served on the failhg: (i) counsel to the Debtors, DLA
Piper LLP (US), 1251 Avenue of the Americas, NewrkfoNY 10020 (Attn: Thomas R.
Califano, Esg. and Daniel G. Egan, Esq.) and DLpePLLP (US), 1201 North Market Street,
Suite 2100, Wilmington, DE 19801 (Attn: Stuart BrawEsq.); (ii) counsel to HealthCap, as
agent for the Stalking Horse Purchaser for notigagposes, Polsinelli P.C., 2501 N. Harwood,
Suite 1900, Dallas, TX 75201 (Attn: James H. Bgbtey, Esq.); (iii) counsel to Healthcare
Finance Group, LLC, Kaye Scholer, LLP, 425 Park Aue New York, NY 10022 (Attn:
Benjamin Mintz, Esq.); (iv) counsel to the Landloirent Fox LLP, 1675 Broadway, New
York, NY 10019 (Attn: Andrew I. Silfen, Esq.); (epbunsel to any statutory committee of
unsecured creditors appointed in these casessquisel to the Successful Bidder; and (vii) the
Office of the United States Trustee, U.S. Trus&®l King Street, Suite 2207, Lockbox #35,
Wilmington, Delaware, 19899 (Attn: Benjamin A. Hatan, Esq.),so as to be_actually
received no later than 12:00 p.m. (prevailing Easta Time) on the date that is fifteen (15)

days after the filing of the Cure Notice(the “Assignment and Cure Objection Deadline”).

52. Requests for Adequate Assurance. Any request fgquate assurance

information regarding the Successful Bidder (a “&R=x{ for Adequate Assurance”) must

include an email address, postal address and/sinfde number to which a response to such
request will be sent. Upon receiving a RequestAdequate Assurance, the Debtors shall
promptly provide such party with any non-confidahtinformation reasonably related to

adequate assurance by email, facsimile or overuigihtery.

53. Resolution of Objections. If no objection to theoposed assumption and

assignment of a Designated Contract is timely weceby the Assignment and Cure Objection
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Deadline, then the assumption and assignmenti®aped and the respective Cure Amount set
forth in the Cure Notice shall be binding upon toainterparty to the Designated Contract for
all purposes and will constitute a final determimatof total Cure Amount required to be paid
by the Debtors or the Successful Bidder, as apggksan connection with such assumption and
assignment to the Successful Bidder.

54. To the extent that any entity does not timely obgscset forth above, such entity
shall be (a) forever barred from objecting to tlssuemption and assignment of its respective
Designated Contracts identified on the Cure Nofeuding, without limitation, asserting any
additional cure payments or requesting additionkdgaate assurance of future performance,
(b) deemed to have consented to the applicable Amaeunt, if any, and to the assumption and
assignment of the applicable Designated Contragt,bound to such corresponding Cure
Amount, if any, (d) deemed to have agreed thatStecessful Bidder has provided adequate
assurance of future performance within the meanfrngection 365(b)(1)(C) of the Bankruptcy
Code, (e) deemed to have agreed that all defaulieruthe applicable Designated Contract
arising or continuing prior to the effective dafetlte assignment have been cured as a result or
precondition of the assignment, such that the SisfakBidder or the Debtors shall have no
liability or obligation with respect to any defauticcurring or continuing prior to the
assignment, and from and after the date of theymssnt the applicable Designated Contract
shall remain in full force and effect for the bahef the Successful Bidder and such entity in
accordance with its terms, (f) deemed to have viaiey right to terminate the applicable
Designated Contract or designate an early ternonatiate under the applicable Designated
Contract as a result of any default that occurmdf@a was continuing prior to the assignment

date, (g) deemed to have agreed that the Debtersatr obligated under the Designated
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Contracts following the effective date of the asption and assignment, and (h) deemed to
have agreed that the terms of the Sale Order apally to the assumption and assignment of
the applicable Designated Contract.

55. If an objection is timely received and such obmtticannot otherwise be
resolved by the parties, the Court may hear sugcbbn at a later date set by the Court. The
pendency of a dispute relating to the Cure Amouttnet prevent or delay the assumption and
assignment of any Designated Contract or the datbeoAcquired Assets to the Successful
Bidder. If an objection is filed only with respdotthe cure amount listed on the Cure Notice,
the Debtors may file a Certificate of No Objectias to assumption and assignment only and
the dispute with respect to the cure amount wiltdsolved consensually, if possible, or, if the
parties are unable to resolve their dispute, bettoeeCourt. The Debtors intend to cooperate
with the counterparties to the Designated Contriactse assumed and assigned by the Debtors

to attempt to reconcile any difference in a patdcCure Amount.

56. Anti-Assignment Provisions in Contracts or Leas&ébe Debtors further request
that the Court find that any anti-assignment priovis within the purview of Bankruptcy Code
365(f) included in, or otherwise purporting to atfeany Designated Contracts to be assumed
and assigned by the Debtors are unenforceable gedgon 365(f) of the Bankruptcy Code.

BASIS FOR RELIEF REQUESTED

A Sale of the Acquired Assets Under
Section 363 of the Bankruptcy Code is Warranted.

57. Ample justification exists for approval of the posed sale of the Acquired
Assets. Section 363 of the Bankruptcy Code pravitiat a debtor, “after notice and a hearing,
may use, sell, or lease, other than in the ordicatyse of business, property of the estate.” 11

U.S.C. § 363(b)(1).
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58. The decision to sell assets outside of the ordinawyse of business is based upon

the sound business judgment of the debtor. Sgg,Meyers v. Martin (In re Martin), 91 F.3d

289, 295 (3d Cir. 1996); In re Titusville CountryuB, 128 BR. 396 (W.D. Pa. 1991); In re

Delaware & Hudson Ry. Co., 124 BR. 169, 176 (D..00991); see also Official Committee of

Unsecured Creditors v. The LTV Corp. (In re ChatauCorp.), 973 F.2d 141, 143 (2d Cir.

1992); Committee of Equity Sec. Holders v. Lion@r@ (In re Lionel Corp.), 722 F.2d 1063,

1070 (2d Cir. 1983).
59. The paramount goal in any proposed sale of propdrtlge estate is to maximize

the value received by the estate. See, e.q., Fooel Barn Stores, Inc., 107 F.3d 558, 564-65

(8th Cir. 1997) (in bankruptcy sales, “a primaryemtive of the Code [is] to enhance the value

of the estate at hand”); In re Integrated Res., 7 B.R. 650, 659 (Bankr. S.D.N.Y. 1992) (“It

is a well-established principle of bankruptcy lavattthe. . . [trustee’s] duty with respect to such
sales is to obtain the highest price or greatestalvbenefit possible for the estate.”) (quoting |

re Atlanta Packaging Prods., Inc., 99 BR. 124, (Bdhkr. N.D. Ga. 1988)). As long as the sale

appears to enhance a debtor’'s estate, court appobva debtor in possession’s or trustee’s
decision to sell should only be withheld if the ttgbin possession’s or trustee’s judgment is

clearly erroneous, too speculative, or contraryhi® provisions of the Bankruptcy Code. See

GBL Holding Co., Inc. v. Blackburn/Travis/Cole, L1831 B.R. 251, 255 (N.D. Tex. 2005); In

re Lajijani, 325 B.R. 282, 289 (9th Cir. B.A.P. H)0In re WPRV-TV, In¢ 143 B.R. 315, 319

(D. P.R. 1991) (“The trustee has ample discretioadminister the estate, including authority to
conduct public or private sales of estate propefiyurts have much discretion on whether to
approve proposed sales, but the trustee’s busipekgnent is subject to great judicial

deference.”).
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60. A sound business purpose for the sale of a deb&msets outside the ordinary
course of business and not under a plan may belfatnere such a sale is necessary to preserve

the value of assets for the estate, its creditorsterest holders. See.qg., In re Abbotts Dairies

of Pennsylvania, Inc., 788 F.2d 143 (3d Cir. 1986)nce “the debtor articulates a reasonable

basis for its business decisions (as distinct fieordecision made arbitrarily or capriciously),
courts will generally not entertain objections thetdebtor's conduct.” _ Committee of

Asbestos-Related Litigants and/or Creditors v. 3adianville Corp. (In re Johns-Manville

Corp.), 60 B.R. 612, 616 (Bankr. S.D.N.Y. 1986)hefe is a presumption that “in making a
business decision the directors of a corporatidadaon an informed basis, in good faith and in

the honest belief that the action taken was irbtst interests of the company.” In re Integrated

Res., 147 B.R. at 656 (quoting Smith v. Van Gorkd88 A.2d 858, 872 (Del. 1985)). Thus, if

a debtor’s actions satisfy the business judgmdet then the transaction in question should be
approved under section 363(b)(1). Indeed, wheryaqgpthe “business judgment” standard,

courts show great deference to a debtor's busidesssions. _See Pitt v. First Wellington

Canyon Assocs. (In re First Wellington Canyon Assp Case No. 89-C-593, 1989 WL

106838, at *3 (N.D. Ill. Sept. 8, 1989) (“Underghest, the debtor’s business judgment . . . must
be accorded deference unless shown that the baiskdgrision was taken in bad faith or in
gross abuse of the bankrupt’s retained discrefjon.”

61. The Debtors submit that the proposed sale of trouiked Assets and assumption
and assignment of the Designated Contracts is nitheir sound business judgment. The
Debtors were in active negotiations with a numbieparties in the months leading up to the
bankruptcy filings regarding a potential transattiovhether through a section 363 sale or

chapter 11 plan. After considering all alternagiviacluding all transaction proposals from other
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parties, the Debtors, with the assistance of thewvisors, determined that the sale of the
Acquired Assets through a consensual 363 sale ggagaverned by the Bidding Procedures will
maximize the value of the Debtors’ estates ana ithe best interests of their estates, creditors,
and patients. The terms and conditions of thekBigHorse Agreement, including the proposed
purchase price, are fair and reasonable and wgaiated between the parties in good faith and
at arm’s length. The Debtors have limited fundailable to them, making it imperative that
they move forward expeditiously with a bidding pges and consummation of a sale.

62. The proposed sale process provides the best masahanimaximize value under
the circumstances and is a valid exercise of thbtds business judgmentThe Debtors’
highest priority in these cases is to continue joliag the highest levels of care to its patientslevh
also preserving value An expeditious sale process will further thesalgas it will allow the
ultimate purchaser and new operator of the DebtiofF®C hospital operations to immediately
focus on caring for and treating patients withcwe tvorries and distractions inherent in any
liquidity crunch or bankruptcy case. Accordingllge Debtors respectfully request that the sale
of the Acquired Assets in accordance with the pilaces set forth herein be approved.

I. The Sale of the Acquired Assets Should Be
Free and Clear of Liens, Claims, and Encumbrances.

63. In the interest of attracting the best bids for Akeuired Assets, the Debtors
submit that the sale of the Acquired Assets shbeldree and clear of any and all liens, claims,
and encumbrances in accordance with section 368(the Bankruptcy Code, with any such
liens, claims and encumbrances attaching to theepds of such sale.

64. Pursuant to section 363(f) of the Bankruptcy Caddgebtor may sell property of
the estate “free and clear of any interest in uroperty of an entity other than the estate” if any

one of the following conditions is satisfied:
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(1) applicable nonbankruptcy law permits sale of sudperty free and clear
of such interest;

(2) such entity consents;

(3)  such interest is a lien and the price at which qudperty is to be sold is
greater than the aggregate value of all liens ch gpuoperty;

(4)  suchinterest is in bona fide dispute; or

(5) such entity could be compelled, in a legal or explé proceeding, to
accept a money satisfaction of such interest.

11 U.S.C. 8§ 363(f)(2)-(5).
65. Because section 363(f) of the Bankruptcy Code idtem in the disjunctive,
satisfaction of any one of its five requirementd suffice to permit the sale of the assets “free

and clear” of liens and interests. See In re Kmls Indus., Inc., 282 B.R. 787, 793 (Bankr. D.

Del. 2002) (“Section 363(f) is written in the disptive, not the conjunctive, and if any of the
five conditions is met, the debtor has the autlgdatconduct the sale free and clear of all liens.”

(citing Citicorp Homeowners Servs., Inc. v. Elligh re Elliot), 94 B.R. 343, 345 (E.D. Pa.

1988)); In re Dundee Equity Corp., Case No. 89-B31) 1992 WL 53743, at *4 (Bankr.

S.D.N.Y. Mar. 6, 1992) (“Section 363(f) is in thésjdnctive, such that the sale free of the
interest concerned may occur if any one of the tmms$ of § 363(f) have been met.”); see also

Michigan Employment Sec. Comm’n v. Wolverine Ra@io. (In re Wolverine Radio Co.), 930

F.2d 1132, 1147 n.24 (6th Cir. 1991) (holding ttie¢ court may approve the sale “free and
clear” provided at least one of the subsectiorBastkruptcy Code section 363(f) is met).

66. The Debtors submit that one or more of the conaktiset forth in section 363(f)
of the Bankruptcy Code will be satisfied with resp® the sale of the Acquired Assets. In
particular, section 363(f)(2) will be met in contien with the transactions proposed because

each of the parties holding liens, claims or enaamtes attaching to the Acquired Assets will
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consent, or absent any objection to this Motiorl| ln@ deemed to have consented, to the sale.

Further, any such lien, claim or encumbrance walldodequately protected by attachment to the

net proceeds of the sale, subject to any claimdafehses the Debtors may possess with respect
thereto.

67. The Debtors also submit that it is appropriateeibthe Acquired Assets free and
clear of successor liability relating to the Debtdyusinesses. Such a provision ensures that the
Successful Bidder is protected from any claims awslits premised on the theory that the
Successful Bidder is a successor in interest to @anenore of the Debtors. Courts have
consistently held that a buyer of a debtor’s agsetsuant to a Bankruptcy Code section 363 sale
takes free and clear from successor liability netato the debtor’s business. See, e.g., In re

Trans World Airlines, Inc., 322 F.3d 283, 288-9@ @ir. 2003) (sale of assets pursuant to

section 363(f) barred successor liability claims émployment discrimination and rights under

travel voucher program); In re Insilco Techs., 1381 B.R. 313, 322 (Bankr. D. Del. 2006) (363

sale permits a buyer to take ownership of propefstiiout concern that a creditor will file suit

based on a successor liability theory); see alge [Beneral Motors Corp., 407 B.R. 463, 505-06

(Bankr. S.D.N.Y. 2009) (“[T]he law in this Circuénd District is clear: the Court will permit
GM'’s assets to pass to the purchaser free and ofeanccessor liability claims, and in that

connection, will issue the requested findings assbaiated injunction.”); In re Chrysler LLC,

405 B.R. 84, 111 (Bankr. S.D.N.Y. 2009).
68. Accordingly, the Debtors request that the AcqlirAssets be sold and
transferred to the Successful Bidder free and ctdaall liens, claims and encumbrances,

including successor liability, pursuant to sectd&3(f) of the Bankruptcy Code.
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[l. The Successful Bidder Should Be Afforded All Proteons
Under Section 363(m) of the Bankruptcy Code as a &d Faith Purchaser.

69.  Section 363(m) of the Bankruptcy Code protects @gfaith purchaser’s interest
in property purchased from the debtor notwithstagdithat the sale conducted under
section 363(b) is later reversed or modified oneabp Specifically, section 363(m) states that:

The reversal or modification on appeal of an augation under subsection (b) or

(c) of this section of a sale or lease of propeidgs not affect the validity of a

sale or lease under such authorization to an ethigtly purchased or leased such

property in good faith, whether or not such enkihew of the pendency of the

appeal, unless such authorization and such salease were stayed pending
appeal.

11 U.S.C. 8§ 363(m).
70.  Section 363(m) fosters the “policy of not only affmg finality to the judgment

of the bankruptcy court, but particularly to givediity to those orders and judgments upon

which third parties rely.”_In re Abbotts Dairie§ Benn., Inc., 788 F.2d at 147; see also Allstate

Ins. Co. v. Hughes, 174 BR. 884, 888 (S.D.N.Y. 1998ection 363(m) . . . provides that good

faith transfers of property will not be affected the reversal or modification on appeal of an
unstayed order, whether or not the transferee lofdive pendency of the appeal.”).

71. The Debtors submit, and will present evidence at3hle Approval Hearing, if
necessary, that the selection of the SuccessfuleBighall be the product of arm’s length, good
faith negotiations in an anticipated competitiveegarocess. Accordingly, the Debtors request
that the Court make a finding at the Sale Apprddehkring and in the Sale Order that the
Successful Bidder has purchased the Acquired Assegeod faith and is entitled to the full
protections of section 363(m) of the Bankruptcy €od

V. The Bidding Procedures are Reasonable and Appropria.

72. Pursuant to Bankruptcy Rule 6004(f)(1), sales afpprty outside the ordinary

course of business may be by private sale or pabigtion. The Debtors have determined that
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the sale of the Acquired Assets by public auctiparsuant to the Bidding Procedures, will
ensure that the bidding process with respect toAbguired Assets is fair, transparent, and
reasonable and will yield the maximum value for Brebtors’ estates and their creditors.

73.  Courts uniformly recognize that procedures intendedenhance competitive
bidding are consistent with the goal of maximizitige value received by the estate and,

therefore, are appropriate in the context of baotay sales. _See In re Montgomery Ward

Holding Corp., Case No. 97-1409 (PJW) (Bankr. DI.D®ug. 6, 1997) (D.l. 377)_In re

Fruehauf Trailer Corp., Case No. 96-01563 (PJWhnkBaD. Del. Jan. 31, 1997) (D.l. 439); In

re Financial News Network, Inc., 126 B.R. 152, 15@.N.Y. 1991) (“court-imposed rules for

the disposition of assets . .. [should] provideaalequate basis for comparison of offers, and
[should] provide for a fair and efficient resolutiof bankrupt estates.”).

74.  The Bidding Procedures set forth the schedule dodacting the Auction and the
Sale Approval Hearing. A section 363 sale prodkas provides adequate time for marketing
and solicitation of bids is the best mechanism &ximize value under the circumstances. The
Bidding Procedures promote transparency and areafa appropriate under the circumstances
and are designed to facilitate orderly yet competibidding to maximize the net value realized
from the sale of assets by the estates. In additiee Debtors’ extensive prepetition marketing
efforts should only further facilitate a thorouglogess during these cases. Indeed, the Debtors
believe that any party that may submit a compébidgfor the Debtors’ assets will have already
conducted diligence prior to the commencement eséhcases. Therefore, such parties will be
familiar with the Debtors’ assets and operationsl awll have limited need to conduct

postpetition diligence.
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75. The Bidding Procedures contemplate an open-augbi@mtess that provides
potential bidding parties with sufficient time toerform due diligence and acquire the
information necessary to submit a timely and welbimed bid and compete for the right to be
selected the Successful Bidder during the Auctidt.the same time, the Bidding Procedures
provide the Debtors with an adequate opportunitdasider competing bids and select the
highest or otherwise best offer. Accordingly, thebtors request that the Court approve the
Bidding Procedures.

V. The Notice Procedures are Reasonable and Appropriat

76.  Pursuant to Bankruptcy Rule 2002(a) and (c), thbt@e are required to notify
creditors of the proposed sale of the Acquired #ssseacluding a disclosure of the time and
place of the Auction, the terms and conditionshaf proposed sale, and the deadline for filing
objections. The Debtors submit that the noticecpdoires described above fully comply with
Bankruptcy Rule 2002 and are reasonably calcukat@dovide timely and adequate notice of the
proposed sale of the Acquired Assets, the Biddirag@dures, the Auction, the Cure Amount,
and the Sale Approval Hearing to the Debtors’ ¢oediand all other parties in interest that are
entitled to notice, as well all those parties thate expressed a bona fide interest in acquiring
the Acquired Assets. Based upon the foregoingDibletors respectfully request that the Court
approve the notice procedures proposed hereinydimg the form and manner of service of the
Sale Notice.

VI.  Assumption and Assignment of Executory
Contracts and Unexpired Leases Should Be Approved.

A. Assumption and Assignment Based on Debtors’ Businegudgment.

77. As stated above, to facilitate and effectuate thie sf their assets, the Debtors

also seek authority to assume and assign certasigeted Contracts to the Successful Bidder.
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Section 365(a) and (b) of the Bankruptcy Code authe debtors in possession to assume
executory contracts or unexpired leases subjedhéoCourt’'s approval, and requires such
debtors in possession to satisfy certain requirésnet the time of assumption. Under
section 365(a) of the Bankruptcy Code, a debtarbject to the court’'s approval, may assume or
reject any executory contract or unexpired leaseth® debtor.” 11 U.S.C. 8§ 365(a).
Section 365(b)(1) of the Bankruptcy Code, in turadifies the requirements for assuming an
unexpired lease or executory contract of a deptoawiding in relevant part that:

(b)(1) If there has been a default in an executontract or unexpired lease of the

debtor, the trustee may not assume such contraletase unless, at the time of

assumption of such contract or lease, the trustee—

(A) cures, or provides adequate assurance thatralseee will promptly
cure, such default . . . ;

(B) compensates, or provides adequate assuranteththarustee will
promptly compensate, a party other than the deistcuch contract or
lease, for any actual pecuniary loss to such peesylting from such
default; and

(C) provides adequate assurance of future perfacemamnder such
contract or lease.

11 U.S.C. 8§ 365(b)(1).
78. The standard that is applied by the Third Circuitdetermining whether an
executory contract or unexpired lease should banasg is the debtor’s “business judgment”

that the assumption is in its economic best intereSee Sharon Steel Corp. v. Nat'l Fuel Gas

Distrib. Corp., 872 F.2d 36, 40 (3d Cir. 1989); sés0 NLRB v. Bildisco & Bildisco, 465 U.S.

513, 523 (1984) (describing business judgmentassttraditional”) (superseded in part by 11

U.S.C. §1113); In re lll Enters., Inc. V, 163 B.&53, 469 (Bankr. E.D. Pa. 1994) (citations

omitted), aff'd, 169 B.R. 551 (E.D. Pa. 1994).
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79. It is well established that courts should approw#ehtor's motion to assume or
reject an executory contract if the debtor’'s decigs based on its business judgment. See In re

Decora Indus., Inc., Case No. 00-4459, 2002 WL 2Z39, at *8 (D. Del. May 20, 2002);

Official Comm. for Unsecured Creditors v. Aust (i Network Access Solutions, Corp.), 330

B.R. 67, 75 (Bankr. D. Del. 2005) (“The standard dpproving the assumption of an executory

contract is the business judgment rule.”); In redExTechs., 340 B.R. 222, 239 (Bankr. D. Del.

2006) (“The propriety of a decision to reject are@xtory contract is governed by the business

judgment standard.”); see also Phar Mor, Inc. xots Bldg. Assocs., 204 B.R. 948, 952 (N.D.

Ohio 1997) (“Courts should generally defer to atdeb decision whether to reject an executory
contract.”) (citation omitted).

80. To determine if the business judgment test is rtet, court “is required to
examine whether a reasonable business person woake a similar decision under similar

circumstances.”_In re Exide Techs., 340 B.R. & @3his is not a difficult standard to satisfy

and requires only a showing that rejection will &#nthe estate.”). Specifically, a court should
find that the assumption or rejection is electedaminformed basis, in good faith, and with the
honest belief that the assumption . .. [is] in best interests of [the debtor] and the estate.”

Network Access Solutions, 330 B.R. at 75. Undes #tandard, a court should approve a

debtor’s business decision unless that decisidhasproduct of bad faith or a gross abuse of

discretion. _See Computer Sales Int’l, Inc. v. FaiMoqul (In re Federal Mogul Global, Inc.),

293 B.R. 124, 126 (D. Del. 2003); Lubrizol EntarsRichmond Metal Finishers, 756 F.2d 1043,

1047 (4th Cir. 1985).
81. The procedures set forth herein for the Debtorsuagption and assignment of

certain Designated Contracts to the Successful@idtkeets the business judgment standard and
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satisfies the requirements of section 365 of thenkBgtcy Code. The assumption and
assignment of Designated Contracts are necessaanyoSuccessful Bidder to conduct business
going forward, and since no purchaser would takeAbquired Assets without the Designated
Contracts, the assumption and assignment of susigaed Contracts is essential to inducing
the highest or otherwise best offer for the Acaiifessets. Further, upon consummation of the
proposed sale of the Acquired Assets, the Debtolisn@ longer continue to operate their
businesses and will, therefore, have no use fordadrihhe Designated Contracts utilized in the
businesses. Lastly, the proposed Assumption anslg@sent Procedures ensure that all
counterparties to Designated Contracts will recéine2Cure Notice, providing them with ample
notice of the proposed assumption and assignmehbpportunity to contest any asserted Cure
Amount, as well as the ability of the Successfudd®r to provide adequate assurance of future
performance.

82. Consequently, the Debtors submit that the Assumptand Assignment
Procedures are fair and reasonable and respectfatjpest that the Court approve the
Assumption and Assignment Procedures and authtinzeDebtors to assume and assign any
Designated Contracts to the Successful Bidder.

B. Adequate Assurance of Future Performance.

83. A debtor in possession may assign an executoryaanir unexpired lease of the
debtor if it assumes the agreement in accordante section 365(a), and provides adequate
assurance of future performance by the assigneethehor not there has been a default under
the agreement. 11 U.S.C. § 365(f)(2).

84. The meaning of “adequate assurance of future paence” depends on the facts
and circumstances of each case, but should be giVpractical, pragmatic construction.” EBG

Midtown S. Corp. v. McLaren/Hart Env. Eng’g Corpn fe Sanshoe Worldwide Corp.), 139
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B.R. 585, 592 (S.D.N.Y. 1992):; In re Rachels Indusc., 109 B.R. 797, 803 (Bankr. W.D.

Tenn. 1990); see also In re Prime Motor Inns 1866 B.R. 993, 997 (Bankr. S.D. Fla. 1994);

Carlisle Homes, Inc. v. Azzari (In re Carlisle Henénc.), 103 B.R. 524, 538 (Bankr. D.N.J.

1988) (“[a]though no single solution will satisfwexy case, the required assurance will fall
considerably short of an absolute guarantee obpadnce.”).

85. Adequate assurance of future performance may bedew by demonstrating,
among other things, the assignee’s financial healtth experience in managing the type of

enterprise or property assigned. See, e.q., IBygaph, Inc., 56 B.R. 596, 605-06 (Bankr.

S.D.N.Y. 1986) (stating that adequate assurancé@utofe performance is present when the
prospective assignee of lease from the debtor hmndial resources and has expressed
willingness to devote sufficient funding to the imess in order to give it a strong likelihood of
succeeding).

86. Pursuant to the Bidding Procedures, in order tarsub Qualified Bid for the
Acquired Assets, all Qualified Bidders must provaledence of such Qualified Bidder’s ability
to provide adequate assurance of future performamcer the Designated Contracts to be
assumed and assigned. Moreover, the AssumptionAssdgynment Procedures permit the
non-Debtor counterparties to such Designated Caostrdo request adequate assurance
information regarding the Successful Bidder, arfdrdfsuch counterparties the opportunity to
evaluate the ability of the Successful Bidder tovmte adequate assurance of future performance
under such Designated Contracts. Accordinglyhia tegard, the Assumption and Assignment
Procedures are reasonable and appropriate and rsugpproval of the assumption and

assignment of Designated Contracts to the Sucdd3isiuer.
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C. Anti-Assignment Provisions Should be Deemed Unenfoeable.

87. To facilitate the assumption, assignment, and s&lPesignated Contracts, the
Debtors also request that the Court enter an gmawriding that any anti-assignment or similar
economic impairment provisions contained in, oreothse purporting to affect, the Designated
Contracts to be assumed and assigned shall noictedimit or prohibit the assumption,
assignment and sale of such Designated Contrautstteat such provisions are deemed and
found to be unenforceable within the meaning ofiee@65(f) of the Bankruptcy Code.

88.  Section 365(f)(1), by operation of law, invalidat@sovisions that prohibit,
restrict, or condition assignment of or impose ann@mic impairment to an executory contract

or unexpired lease. See, e.g., Coleman Oil Co. MnCircle K Corp. (In re Circle K Corp.), 127

F. 3d 904, 910-11 (9th Cir. 1997) (“no principlebainkruptcy or contract law precludes us from
permitting the Debtors here to extend their le@s@smanner contrary to the leases’ terms, when
to do so will effectuate the purposes of sectiob.’36 cert. denied, 522 U.S. 1148 (1998).
Section 365(f)(3) goes beyond the scope of se@6&(f)(1) by prohibiting enforcement of any
clause creating a right to modify or terminate toatract or lease upon a proposed assumption

or assignment thereof. _See, e.g., In re Jamesway. 201 B.R. 73 (Bankr. S.D.N.Y. 1996)

(finding that section 365(f)(3) prohibits enforcemef any lease clause creating a right to a
terminate lease because it is being assumed gnasiithereby indirectly barring assignment by
debtor; all lease provisions, not merely thosetlexdtianti-assignment clauses, are subject to
court’s scrutiny regarding anti-assignment effect).

89.  Other courts have recognized that provisions tlaatehhe effect of restricting

assignments cannot be enforced. See In re RicgrieHCenters, Inc., 240 B.R. 826, 831 (D.

Del. 1998) (“In interpreting Section 356(f) [sidpurts and commentators alike have construed

the terms to not only render unenforceable leaseigions which prohibit assignment outright,
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but also lease provisions that are so restricthet they constitute de facto anti-assignment

provisions.”). Similarly, in In re Mr. Grocer, Indhe court noted the following:

[the] case law interpreting 8 365(f)(1) of the Bauptcy Code establishes that the
court does retain some discretion in determiniraj thase provisions, which are
not themselves ipso facto anti-assignment clauseay still be refused
enforcement in a bankruptcy context in which thisr@o substantial economic
detriment to the landlord shown, and in which ecéonent would preclude the
bankruptcy estate from realizing the intrinsic \eadf its assets.

77 B.R. 349, 354 (Bankr. D.N.H. 1987).

90. Accordingly, the Debtors request that any antigrssient and economic
impairment provisions be deemed not to restriatjtlior prohibit the assumption, assignment,
and sale of any Designated Contracts to the Suctddisider and be deemed and found to be
unenforceable within the meaning of section 366{fthe Bankruptcy Code.

VIl. Relief Under Bankruptcy Rules 6004(h) and 6006(dsiAppropriate.

91. Bankruptcy Rule 6004(h) provides that “[a]n ordetherizing the use, sale, or
lease of property other than cash collateral igestaintil the expiration of 14 days after entry of
the order, unless the court orders otherwise.” i#althlly, Bankruptcy Rule 6006(d) provides
that “[a]n order authorizing the trustee to assagnexecutory contract or unexpired lease under
8§ 365(f) is stayed until the expiration of fourtd@d) days after the entry of the order, unless the
court orders otherwise.” Here, an expeditiousiolp®f a sale is necessary and appropriate to
maximize value for the estates. Accordingly, thebidrs request that the Court waive the
fourteen-day stay period under Bankruptcy Rulesi@@0and 6006(d).

RESERVATION OF RIGHTS

92. The Debtors expressly reserve the right to amermudlify) and/or supplement the
relief requested in this Motion in all respectgluding, but not limited to, the proposed Bidding

Procedures attached hereto, prior to or at theicgippe hearing (and the Bidding Procedures
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prior to or during the Auction) and reserves ttghtito withdraw this Motion, in whole or in
part, prior to or at the applicable hearing.

NOTICE

93. No trustee, examiner, or creditors’ committee hesnbappointed in these chapter
11 cases. The Debtors have served notice of thisol on: (a) the Office of the United States
Trustee for the District of Delaware; (b) each lué Debtors’ twenty largest unsecured creditors
on a consolidated basis; (c) counsel to the Exjstiender Parties; (d) counsel to the Debtors’
postpetition lender; (e) counsel to HealthCap,@&img agent for the Stalking Horse Purchaser;
() counsel to the Landlord; (g) all applicable hleaegulatory agencies and taxing authorities;
(h) the United States Attorney’s Office for the it of Delaware; (i) the Internal Revenue
Service; (j) any entity known or reasonably belete have asserted a security interest in or lien
against any of the Acquired Assets; and (k) anytyparho has expressed an interest in
purchasing the Acquired Assets within the pasteth{® months (collectively, the_“Notice
Parties”). The Debtors submit that, in light o&thature of the relief requested, no other or
further notice is necessary or required.

NO PRIOR REQUEST

94.  No prior request for the relief sought herein hasrbmade to this or any other

court.
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WHEREFORE, the Debtors respectfully requests that the Caurent the relief
requested herein and grant such other and furgtef as this Court deems just and proper.

Dated: February 24, 2014 DLA PIPER LLP (US)
Wilmington, Delaware
[s/ Stuart M. Brown
Stuart M. Brown (DE 4050)
Daniel N. Brogan (DE 5723)
1201 N. Market Street, Suite 2100
Wilmington, DE 19801
Telephone: (302) 468-5700
Facsimile: (302) 394-2341
Email: Stuart.Brown@dlapiper.com
Daniel.Brogan@dlapiper.com

-and-

Thomas R. Califangp(o hac vice admission pending)
Daniel G. Egangro hac vice admission pending)
1251 Avenue of the Americas
New York, New York 10020
Telephone: (212) 335-4500
Facsimile: (212) 335-4501
Email: Thomas.Califano@dlapiper.com
Daniel. Egan@dlapiper.com

Proposed Attorneys for the Debtors and Debtorsin
Possession
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: : Chapter 11

RES'[ORA HEALTHCARE HOLDINGS, LLC, : Case No. 14-10367 ( )

etal., :

. (Joint Administration Requested)
Debtors. :

ORDER (I) APPROVING AUCTION AND BIDDING PROCEDURES
IN CONNECTION WITH THE SALE OF SUBSTANTIALLY ALL OF THE
DEBTORS’ ASSETS, (II) AUTHORIZING ENTRY INTO A STAL KING

HORSE AGREEMENT, SUBJECT TO HIGHER OR OTHERWISE BET TER

OFFERS, (Ill) APPROVING PROCEDURES RELATED TO THE A SSUMPTION AND
ASSIGNMENT OF EXECUTORY CONTRACTS AND UNEXPIRED LEA SES, (IV)

SCHEDULING AUCTION AND SALE APPROVAL HEARING, (V) A PPROVING THE
FORM AND MANNER OF SALE NOTICE, AND (VI) GRANTING R ELATED RELIEF

Upon the Debtors’ motion for, among other thingsire of an Order (i) Approving
Auction and Bidding Procedures for the Sale of fadiglly All of the Debtors’ Assets,
(i) Authorizing Entry Into a Stalking Horse Agreemt, Subject to Higher or Otherwise Better
Offers, (iii) Approving Procedures for the Assungptiand Assignment of Executory Contracts
and Unexpired Leases, (iv) Scheduling the Auctind Sale Approval Hearing; (v) Approving

the Form and Manner of the Sale Notice, and (viring Related Relief (the “Motion®)all as

1 The Debtors in these chapter 11 cases, togefitiethe last four digits of each Debtor’'s fedetat
identification number, are: Restora Healthcare s, LLC (2837); Restora Hospital of Mesa, LLC
(8773); and Restora Hospital of Sun City, LLC (1028 he mailing address for the Debtors, solely
for purposes of notices and communications, is 296&hwinds Parkway, Suite 160, Alpharetta,
Georgia 30009.

2 The Motion also seeks entry of an order appgaind authorizing the Debtors to sell substantallly
of their assets free and clear of claims and lemd related relief. This Order addresses only the
procedural aspects of the Motion. The other aspetthe Motion will be addressed at the Sale
Approval Hearing. All capitalized terms used bat otherwise defined on this Order shall have the
meanings ascribed to them in the Motion.
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more fully set forth in the Motion; and the Couaving jurisdiction over this matter pursuant to
28 U.S.C. 88 157 and 1334; and consideration ofMb&on and the relief requested therein
being a core proceeding pursuant to 28 U.S.C. $)&)( and venue being proper before this
Court pursuant to 28 U.S.C. 88 1408 and 1409, aredadhd proper notice of the Motion having
been provided to the necessary parties; and itapyethat no other or further notice need be
provided; and a hearing having been held to congiue relief requested in the Motion (the
“Hearing”); and the appearances of all interestaedigs having been noted in the record of the
Hearing; and upon the record of the Hearing; anel @ourt having determined that the
procedural relief sought in the Motion is in thesbmterests of the Debtors, their creditors, and
all parties in interest; and the Court having detaed that the Debtors have demonstrated a
compelling and sound business justification for rileef requested in the Motion, and the Court
having determined that the legal and factual base$orth in the Motion establish just cause for
the relief granted herein; and upon all of the peatings had before the Court and after due
deliberation and sufficient cause appearing theeefbis hereby:

FOUND AND DETERMINED THAT

A. The Debtors have demonstrated a compelling anddsbusiness justification for
this Court to grant the relief requested in the iblatincluding, without limitation, (i) approval
of the Bidding Procedures, (ii) authorization taegnnto the Stalking Horse Agreement with the
Stalking Horse Purchaser, subject to higher orretise better offers, and (iii) approval of the
Assignment and Assumption Procedures, under thmurostances described herein and the
Motion.

B. The Bidding Procedures, attached to the Motion @sitit D and incorporated

herein by reference as if fully set forth in thisdér, are fair, reasonable and appropriate and
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represent the best method for maximizing the vafitbe Debtors’ estates.

C. Authorizing the Debtors to enter into the Stalkidgrse Agreement, subject to
higher or otherwise better offers, is in the bagtrests of the Debtors’ estates and creditors and
will provide a clear benefit to the Debtors’ essaéend creditors, among others, by establishing a
floor for the value of the Debtors’ going conceusiness.

D. The Initial Overbid and the Overbid Increments dedr, reasonable and
appropriate and provide a benefit to the Debtostates and creditors.

E. The Sale Notice, substantially in the form attacteethe Motion as Exhibit E, is
appropriate and reasonably calculated to provitléntdrested parties with timely and proper
notice of the sale of the Acquired Assets, the BigdProcedures, the Auction and the Sale
Approval Hearing, and no other or further suchcets required.

F. The Cure Notice, substantially in the form attactethe Motion as Exhibit F, is
appropriate and reasonably calculated to provitléntdrested parties with timely and proper
notice of the potential assumption and assignménhe Designated Contracts in connection
with the sale of the Acquired Assets and the rdl&are Amount, and no other or further such
notice is required.

IT IS, THEREFORE, ORDERED, ADJUDGED AND DECREED THA T

1. The Motion is GRANTED with respect to the proceduedief requested therein,
as set forth herein.

2. The Bidding Procedures, attached to the Motion_akidi D, are hereby
approved, are incorporated herein by reference,stadl govern all bids and bid procedures
relating to the Auction and Sale of the Acquiredséts. The Debtors are authorized to take any

and all actions necessary or appropriate to imphtrtie Bidding Procedures.
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3. The Debtors are authorized to enter into the Stgliklorse Agreement with the
Stalking Horse Purchaser, subject to higher orratise better offers.

4, The Sale Notice attached to the Motion as Exhibg Bereby approved.

5. The deadline for submitting a Qualified Bid in amtance with the Bidding
Procedures shall bépril 21, 2014 at 5:00 p.m. (prevailing Eastern Tine) (the “Bid
Deadline”).

6. Subject to the provisions of the Bidding Proceduties Debtors are authorized to
solicit, initiate, encourage, facilitate or takeyasther action designed to facilitate any inquiries
or proposals regarding any sale of assets, assamegtiliabilities or similar transactions with
third parties until the Bid Deadline.

7. Unless the Debtors receive an additional Qualifged, they will not hold an
Auction, and the Stalking Horse Purchaser shatidreed the Successful Bidder.

8. If the Debtors receive an additional Qualified Bmeaning at least one Qualified
Bid in addition to the Stalking Horse Purchasensstng Qualified Bid), the Debtors shall
conduct the Auction oApril 23, 2014 at 10:00 a.m. (prevailing Eastern Tne) at the offices
of DLA Piper LLP (US), 1251 Avenue of the Americ@¢ew York, NY 10020, or such later
time or such other place as the Debtors shall dasigin a subsequent notice to all Qualified
Bidders.

9. Only Qualified Bidders may participate in the Awcti Each such Qualified
Bidder participating in the Auction will be requirdo confirm that it has not engaged in any
collusion with respect to the bidding or the sado Qualified Bidder’s discussions prior to or
during the Auction with (a) HFG with respect to thesumption of HFG’s claims and liens in

connection with such Qualified Bidder's submissafrbids at the Auction or (b) the Landlord

EAST\70150395.1



Case 14-10367-PJW Doc 23-1 Filed 02/25/14 Page 6 of 12

with respect to modifications to the real propdagses, shall constitute collusion within the
scope of section 363(n) of the Bankruptcy Codee Ahction will be conducted openly and all
creditors will be permitted to attend and observéhe Auction will be videotaped and/or
transcribed.

10. All bidders at the Auction shall be deemed to havesented to the Bidding
Procedures and to the core jurisdiction of this i§owaived any right to a jury trial in
connection with any disputes relating to the Auttidhe sale and the construction and
enforcement of the applicable Asset Purchase Ageagnand waived any claim for expense
reimbursement or a break-up fee.

11.  Within two (2) business days after entry of thisd@r the Debtors shall serve
notice of the Bid Deadline and the Auction, subtssdlly in the form attached to the Motion as
Exhibit E, by first class mail on the following [gens:

I. counsel to Healthcare Financial Group, LLC;

il. counsel to the HealthCap Partners, LLC, as agettddStalking Horse
Purchaser for noticing purposes;

iii. counsel to the Landlord,;

V. all applicable health regulatory agencies and tpauthorities;

V. the Office of the United States Trustee for thetfiisof Delaware;
Vi. the United States Attorney’s Office for the Distrod Delaware;

Vii. any entity known or reasonably believed to haveerdsd a security
interest in or lien against any of the Acquired é{ss

viii.  the Debtors’ twenty (20) largest creditors on a sobidated basis or
counsel for the Creditors’ Committee, if one hasrbappointed,;

iX. any party that has filed a notice of appearanthese cases; and

X. any party who has expressed an interest in pumfatie Acquired
Assets, investing in the Debtors, or participatimg a restructuring
transaction, and who the Debtors reasonably beliewdd consummate a

-5-
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transaction, or who the Debtors or their professi®melieve would have
such an interest.

12.  Within five (5) business days of the entry of tBigler, the Debtors will publish a

notice, in a form to be submitted to the Court (tRablication Notice”), inThe New York Times

(National Edition) and/or such other publication(s) as the Debtors thedr advisors deem
appropriate.

13. As soon as practicable following the determinatadnthe Successful Bid, the
Debtors shall file a notice with the Court idenitify the Successful Bidder and serve such notice
by telecopy, electronic mail transmission, or ovghnh delivery upon the following entities:
(a) the Office of the United States Trustee for Ehstrict of Delaware; (b) each of the Debtors’
twenty largest unsecured creditors on a consoliddtasis or counsel for the Creditors’
Committee, if one has been appointed; (c) counsaHealthCap, as noticing agent for the
Stalking Horse Purchaser; (d) counsel to the Laddi@) counsel to Healthcare Finance Group,
LLC; (f) all applicable health regulatory agencasd taxing authorities; (g) the United States
Attorney’s Office for the District of Delaware; (la)l known parties that may be asserting a lien
against the Acquired Assets; (i) all Qualified Badsl that have submitted a Qualified Bid; (j) all
non-debtor counterparties to the Designated Castrpmposed to be assumed and assigned
under the Successful Bid; and k) all parties tratehrequested notice pursuant to Bankruptcy
Rule 2002.

14.  The Assumption and Assignment Procedures are haeygtrpved.

15.  Within five (5) business days after entry of thisd€r, the Debtors will file the
Cure Notice, substantially in the form attachedhe Motion as Exhibit F (the “Cure Notice”)
with the Court and serve such Cure Notice by fitass mail on the non-debtor counterparties to

the Designated Contracts. The Cure Notice subatignin the form attached to the Motion as

-6 -
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Exhibit F is hereby approved. The Debtors resdineeright to amend, modify, or supplement
the Cure Notice.

16. Any objection to the assumption and assignmentnyf Besignated Contract
identified on the Cure Notice, including, withourhitation, any objection to the Cure Amount
set forth on the Cure Notice or to the ability bktSuccessful Bidder to provide adequate
assurance of future performance under such Degdr@bntract, must (a) be in writing, (b) set
forth the basis for the objection as well as amg@mount that the objector asserts to be due (in
all cases with appropriate documentation in supgi@teof), and (c) be filed with the Clerk of
the Court, United States Bankruptcy Court for thstiixt of Delaware, 824 N. Market Street,
Wilmington, Delaware 19801, and served on the Yaithg: (i) counsel to the Debtors, DLA
Piper LLP (US), 1251 Avenue of the Americas, NewrkfoNY 10020 (Attn: Thomas R.
Califano, Esq. and Daniel G. Egan, Esq.) and DLpePLLP (US), 1201 North Market Street,
Suite 2100, Wilmington, DE 19801 (Attn: Stuart BmwEsq.); (ii) counsel to HealthCap, as
agent for the Stalking Horse Purchaser for notigagposes, Polsinelli P.C., 2501 N. Harwood,
Suite 1900, Dallas, TX 75201 (Attn: James H. Bgbtey, Esq.); (iii) counsel to Healthcare
Finance Group, LLC, Kaye Scholer, LLP, 425 Park Awe, New York, NY 10022 (Attn:
Benjamin Mintz, Esq.); (iv) counsel to the Landlo@rent Fox LLP, 1675 Broadway, New
York, NY 10019 (Attn: Andrew |. Silfen, Esq.); (¢punsel to any statutory committee of
unsecured creditors appointed in these cases;duisel to the Successful Bidder; and (vii) the
Office of the United States Trustee, U.S. Trus&®} King Street, Suite 2207, Lockbox #35,
Wilmington, Delaware, 19899 (Attn: Benjamin A. Hkatan, Esq.),so as to be_actually
received no later than 12:00 p.m. (prevailing Easta Time) on the date that is fifteen (15)

days after the filing of the Cure Notice(the “Assignment and Cure Objection Deadline”).
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17.  To the extent that any entity does not timely obgscset forth above, such entity
shall be (a) forever barred from objecting to tlssuanption and assignment of its respective
Designated Contracts identified on the Cure Noticeluding, without limitation, asserting any
additional cure payments or requesting additiomdqgaiate assurance of future performance,
(b) deemed to have consented to the applicable Sm@unt, if any, and to the assumption and
assignment of the applicable Designated Contragtbdqund to such corresponding Cure
Amount, if any, (d) deemed to have agreed thatSbecessful Bidder has provided adequate
assurance of future performance within the meaningection 365(b)(1)(C) of the Bankruptcy
Code, (e) deemed to have agreed that all defauniieruthe applicable Designated Contract
arising or continuing prior to the effective dafettoe assignment have been cured as a result or
precondition of the assignment, such that the SsfokBidder or the Debtors shall have no
liability or obligation with respect to any defaoktcurring or continuing prior to the assignment,
and from and after the date of the assignment ppécable Designated Contract shall remain in
full force and effect for the benefit of the Sucsfes Bidder and such entity in accordance with
its terms, (f) deemed to have waived any righttaninate the applicable Designated Contract or
designate an early termination date under the egdgk Designated Contract as a result of any
default that occurred and/or was continuing prmrttie assignment date, (g) deemed to have
agreed that the Debtors are not obligated undeD#stignated Contracts following the effective
date of the assumption and assignment, and (h) etkéorhave agreed that the terms of the Sale
Order shall apply to the assumption and assignoiethie applicable Designated Contract.

18. If such an objection is received timely and sucledion cannot otherwise be
resolved by the parties, the Court may hear sugicbbn at a later date set by the Court. The

pendency of a dispute relating to the Cure Amoutitnet prevent or delay the assumption and
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assignment of any Designated Contract or the shleo Acquired Assets to the Successful
Bidder. If an objection is filed with respect ortty the cure amount listed on the Cure Notice,
the dispute with respect to the Cure Amount willresolved consensually, if possible, or, if the
parties are unable to resolve their dispute, betoeeCourt, and subject to the entry of the Sale
Order the Debtors may consummate the sale of thguifed Assets and assumption and
assignment of the Desighated Contracts and redeswe the cash sale proceeds an amount
sufficient to pay the asserted cure amount.

19. The Sale Approval Hearing shall be held April 25, 2014 at 10:00 a.m.
(prevailing Eastern Time) at the United States Bankruptcy Court for the iusof Delaware,
Courtroom No. __, 824 N. Market Street, Wilmingt@elaware 19801. The Sale Approval
Hearing may be adjourned or rescheduled withouhéurnotice by an announcement of the
adjourned date at the Sale Approval Hearing.

20.  All other objections to approval of the sale of tAequired Assets to the
Successful Bidder shall (a) be in writing, (b) cdynwith the Bankruptcy Rules and the Local
Rules, (c) set forth the name of the objector,std)e with particularity the legal and factual
bases for such objection, and (e) be filed with@herk of the Court, United States Bankruptcy
Court for the District of Delaware, 824 N. Markdte®t, Wilmington, Delaware 19801, together

with proof of service thereof, and served on theotang partiesso as to be_actually received

no later than 12:00 p.m. (prevailing Eastern Time)on April 24, 2014 (a) counsel to the
Debtors, DLA Piper LLP (US), 1251 Avenue of the Amas, New York, NY 10020 (Attn:
Thomas R. Califano, Esq. and Daniel G. Egan, Emad) DLA Piper LLP (US), 1201 North
Market Street, Suite 2100, Wilmington, DE 19801 tfAtStuart Brown, Esq.); (b) counsel to

HealthCap, as agent for the Stalking Horse PurcHas@oticing purposes, Polsinelli P.C., 2501
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N. Harwood, Suite 1900, Dallas, TX 75201 (Attn: &snH. Billingsley, Esq.); (c) counsel to
Healthcare Finance Group, LLC, Kaye Scholer, LLES #ark Avenue, New York, NY 10022
(Attn: Benjamin Mintz, Esq.); (d) counsel to theniddbord, Arent Fox LLP, 1675 Broadway,
New York, NY 10019 (Attn: Andrew I. Silfen, Esq(g) counsel to any statutory committee of
unsecured creditors appointed in these casespyfsel to the Successful Bidder; and (g) the
Office of the United States Trustee, U.S. Trus&®} King Street, Suite 2207, Lockbox #35,
Wilmington, Delaware, 19899 (Attn: Benjamin A. Hatan, Esq.).

21.  All objections to entry of this Order that have rmen withdrawn, waived, or
settled as announced to the Court at the Hearingy atipulation filed with the Court, and all
reservations of rights included in such objecti@rs, overruled.

22.  In the event there is a conflict between this Oraded the Motion or Stalking
Horse Agreement, to the extent of such conflict rder shall control and govern.

23.  This Court shall retain jurisdiction to hear andedmine all matters arising from
or related to the implementation, enforcement anidterpretation of this Order.

24. This Order shall be effective immediately upon gntaand any stay of orders
provided for in Bankruptcy Rules 6004 or 6006 oy ather provision of the Bankruptcy Code
or Bankruptcy Rules is expressly lifted. The Debtare not subject to any stay in the
implementation, enforcement or realization of tleéef granted in this Order, and except as
directed by the Court in this Order, may in thdascdetion and without further delay take any

action and perform any act authorized under thige©r

-10 -
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25. The Debtor is authorized to take all actions neargs$o effectuate the relief

granted pursuant to this Order in accordance wighMotion.

Dated: , 2014
Wilmington, Delaware

UNITED STATES BANKRUPTCY JUDGE

-11 -
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: : Chapter 11

RES'[ORA HEALTHCARE HOLDINGS, LLC, : Case No. 14-10367 ( )

etal., :

. (Joint Administration Requested)
Debtors. :

ORDER (I) AUTHORIZING THE SALE OF SUBSTANTIALLY ALL OF THE
DEBTORS’ ASSETS FREE AND CLEAR OF ALL LIENS, CLAIMS
ENCUMBRANCES AND INTERESTS, (ll) AUTHORIZING THE AS SUMPTION
AND ASSIGNMENT OF CERTAIN EXECUTORY CONTRACTS AND
UNEXPIRED LEASES, AND (11I) GRANTING CERTAIN RELATE D RELIEF

Upon consideration of the motion (the “Motioh™f the above-captioned debtors and
debtors-in-possession (the “Debtors”) for, amongeotthings, entry of an order (the “Order”)
pursuant to sections 105, 363 and 365 of title fith® United States Code, 11 U.S.C. 88 11,

seg. (as amended, the “Bankruptcy Code”), Rules 26004 and 6006 of the Federal Rules of

Bankruptcy Procedure (the “Bankruptcy Rules”), ale 6004-1 of the Local Rules for the
United States Bankruptcy Court for the Districtdélaware (the “Local Rule”), (i) authorizing

and approving the sale (the “Sale Transaction"suifstantially all of the Debtors’ assets (the

“Acquired Assets”) free and clear of all liens,iola, encumbrances, and others interests (the

“Encumbrances”), (ii) authorizing the assumptiom @ssignment of certain executory contracts

The Debtors in these chapter 11 cases, togethbrthetlast four digits of each Debtor’s federal tax
identification number, are: Restora Healthcare khgjsl, LLC (2837); Restora Hospital of Mesa, LLC
(8773); and Restora Hospital of Sun City, LLC (1028 he mailing address for the Debtors, solely
for purposes of notices and communications, is 296&hwinds Parkway, Suite 160, Alpharetta,
Georgia 30009.

Capitalized terms not otherwise defined hereinldiate the meanings ascribed to such terms in the
Motion or the Asset Purchase Agreement (as defieeein), as applicable.

EAST\70151887.1
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and unexpired leases (the “Designated Contractdéntified by the Debtors and more fully

described in the Asset Purchase Agreement datetl as , 2014 (attached hereto

as_Exhibit A) by and between the Debtors and PHXgital Partners, LLC (the “Purchaser” or

“Stalking Horse Purchaser”) for the purchase of Altguired Assets and the assumption of the

Designated Contracts, and (iii) granting certalatesl relief, and the Court having held a hearing

on [April 25, 2014] (the “Sale Approval Hearing" @approve the Sale Transaction; and the

Court having reviewed and considered (x) the Mqti@) the objections to the Motion, if any,
and (z) the arguments of counsel made, and thesessd proffered or adduced at the Sale
Approval Hearing; and it appearing that the relexfuested in the Motion is in the best interests
of the Debtors, their estates and creditors andrqihrties in interest; and upon the record of the
Sale Approval Hearing and the chapter 11 cases;aéted due deliberation thereon; and good
cause appearing therefore, it is hereby

FOUND AND DETERMINED THAT 3

A. Jurisdiction and Venue The court has jurisdiction over the Motion pusuto

28 U.S.C. § 157 and 1334, and this matter is a payeeeding pursuant to 28 U.S.C. § 157(b).
Venue of these cases and the Motion in this disiproper under 28 U.S.C. 88 1408 and 14009.

B. Statutory Predicates The statutory predicates for the relief soughhie Motion

are sections 105, 363 and 365 of the BankruptcyeCadd Bankruptcy Rules 2002, 6004, and
6006 and Local Rule 6004-1.
C. Petition Date. On February 24, 2014 (the “Petition Date”), thebtors each

commenced a case by filing a petition for reliefle@nchapter 11 of the Bankruptcy Code.

®  Findings of fact shall be construed as conclusafriaw and conclusions of law shall be construed as

findings of fact when appropriate. See Fed. R.KBdan. 7052.
2
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D. Entry of Bidding Procedures Order. On [+], 2014, this Court entered an order

(the “Bidding Procedures Order”) (i) approving hiugl and auction procedures (the “Bidding

Procedures”), (ii) authorizing the Debtors to enteto a Stalking Horse Agreement,
(i) authorizing and approving the Assumption ak&signment Procedures, including the notice
of proposed cure amounts (the “Cure Amount”), pproving the form and manner of notice of
all procedures, schedules, and agreements, asdtfelluling the Sale Approval Hearing.

E. Compliance with Bidding Procedures Order As demonstrated by (i) the

testimony and other evidence proffered or addudetieaSale Approval Hearing, and (ii) the

representations of counsel made on the recordeaS#te Approval Hearing, the Debtors have
marketed the Acquired Assets and conducted thepsalsess in compliance with the Bidding

Procedures Order, and the Auction was duly notaredi conducted in a non-collusive, fair and
good faith manner. The Debtors and their profesdghave actively marketed the Acquired
Assets and conducted the sale process in compliaitbethe Bidding Procedures Order, and

have afforded potential purchasers a full and daportunity to make higher and better offers.
The Purchaser and Existing Lender Parties (as el&fim the Motion) acted in compliance with

the terms of the Bidding Procedures. In accordamte the Bidding Procedures, the Debtors
determined that the bid submitted by the Purchaser memorialized by the Asset Purchase
Agreement is the Successful Bid (as defined irBiideling Procedures).

F. Notice. As evidenced by the affidavits of service an8lation previously filed
with the Court, and based on the representationsoahsel at the Sale Approval Hearing,
(i) proper, timely, adequate and sufficient notodehe Motion, the Sale Approval Hearing, the
Sale Transaction, the Assumption and Assignmenteeires (including the objection deadline

with respect to any Cure Amount) and the assumpéod assignment of the Designated
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Contracts and the Cure Amount has been provideddordance with sections 102(1), 363 and
365 of the Bankruptcy Code and Bankruptcy Rule226004 and 6006 and in compliance with

the Bidding Procedures Order, (ii) such notice gasd and sufficient, and appropriate under the
particular circumstances, and (iii) no other orter notice of the Motion, the Sale Approval

Hearing, the Sale Transaction, or the assumptidnagsignment of the Designated Contracts or
the Cure Amount is or shall be required. With ezdpto entities whose identities are not

reasonably ascertained by the Debtors, publicaifadhe Sale Notice (as defined in the Motion)

in The New York Times (National Edition) on [¢], 28, was sufficient and reasonably

calculated under the circumstances to reach sudiesn

G. Corporate Authority . Each Debtor (i) has full corporate power andatity to

execute the Asset Purchase Agreement and all dbements contemplated thereby, and the
Sale of the Acquired Assets by the Debtors has dabnand validly authorized by all necessary
corporate action of each of the Debtors, (ii) hdsoa the corporate power and authority
necessary to consummate the transactions contedplat the Asset Purchase Agreement,
(iif) has taken all corporate action and formaéditieecessary to authorize and approve the Asset
Purchase Agreement and the consummation by theoBebft the transactions contemplated
thereby, including, without limitation, as requirbg their respective organizational documents
and (iv) no government, regulatory or other consemtapprovals, other than those expressly
provided for in the Asset Purchase Agreement, agelired for the Debtors to enter into the
Asset Purchase Agreement and consummate the Sadsalition.

H. Opportunity to Object. A fair and reasonable opportunity to object erheard

with respect to the Motion and the relief requedtegtein has been afforded to all interested

persons and entities, including the following easit
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I. counsel to Healthcare Financial Group, LLC;

il. counsel to the HealthCap Partners, LLC, as notiagent for the Stalking
Horse Purchaser;

iii. counsel to the Landlord,;

V. all applicable health regulatory agencies and tpathorities;

V. the Office of the United States Trustee for thetfiisof Delaware;
Vi. the United States Attorney’s Office for the Distrod Delaware;

Vii. any entity known or reasonably believed to haveerdsd a security
interest in or lien against any of the Acquired é{ss

viii.  the Debtors’ twenty (20) largest creditors on a sobidated basis or
counsel for the Creditors’ Committee, if one hasrbappointed,;

iX. any party that has filed a notice of appearanthese cases; and

X. any party who has expressed an interest in purcfpdlse Acquired Assets
and who the Debtors reasonably believe could consaitm a transaction,
or who the Debtors or their professionals believauld have such an
interest.

l. Sale in Best Interest Consummation of the sale of the Acquired Assgthis

time is in the best interests of the Debtors, tlweaditors, their estates and other parties in
interest.

J. Business Justification Sound business reasons exist for the Sale Totmisa

Entry into the Asset Purchase Agreement, and theswuomation of the transactions
contemplated thereby, including the Sale Transadiod the assumption and assignment of the
Designated Contracts, constitutes each Debtor'sceseeof sound business judgment and such
acts are in the best interests of each Debtoesiiste, and all parties in interest. The Couddin
that each Debtor has articulated good and sufficlamsiness reasons justifying the Sale
Transaction. Such business reasons include, butarlimited to, the following: (i) the Asset

Purchase Agreement constitutes the highest andffestfor the Acquired Assets; (ii) the Asset
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Purchase Agreement and the closing thereon wilgrethe best opportunity to realize the value
of the Acquired Assets on a going-concern basis aald decline and devaluation of the
Acquired Assets; (iii) unless the Sale Transactiad all of the other transactions contemplated
by the Asset Purchase Agreement are concluded eixppestly, as provided for in the Motion and
pursuant to the Asset Purchase Agreement, recovériecreditors may be diminished; and
(iv) any plan likely would not have yielded as faabble an economic result. The terms and
conditions of the Asset Purchase Agreement, inalydivithout limitation, the consideration to
be realized by the Debtors, are fair and reasonabpgroval of the Motion, the Asset Purchase
Agreement, and the transactions contemplated tiieiabluding, without limitation, the Sale
Transaction and the assumption and assignmenteoD#signated Contracts, is in the best
interests of the Debtors, their estates and cnexlitmd all other parties in interest.

K. Arm’s Length Sale. The Asset Purchase Agreement was negotiategoped

and entered into by the Debtors and the Purchagbowt collusion, in good faith, and from
arm’s length bargaining positions. Neither the Deb nor the Purchaser has engaged in any
conduct that would cause or permit the Asset PeeRgreement to be avoided under 11 U.S.C.
8 363(n). Specifically, the Purchaser has notdicte collusive manner with any person and the
purchase price was not controlled by any agreeraeming bidders. The Purchaser is not an
“insider” of the Debtors as defined in Bankruptoyde section 101(31).

L. Good Faith Purchaser The Purchaser is a good faith purchaser forevahd, as

such, is entitled to all of the protections affatdender 11 U.S.C. § 363(m) and any other
applicable or similar bankruptcy and non-bankruptaw. Specifically, (i) the Purchaser
recognized that the Debtors were free to deal waith other party interested in purchasing the

Acquired Assets, (ii) the Purchaser complied inrefipects with the provisions in the Bidding
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Procedures Order, (iii) the Purchaser agreed tgesults bid to the competitive bid procedures
set forth in the Bidding Procedures Order, (iv) @lyments to be made by the Purchaser in
connection with the Sale Transaction have beeradied, (v) no common identity of directors,
officers or controlling stockholders exists amorge tPurchaser and the Debtors, (vi) the
negotiation and execution of the Asset Purchaseedygent was at arm’s length and in good
faith, and at all times each of the Purchaser &wedDebtors were represented by competent
counsel of their choosing, (vii) the Purchaser mid in any way induce or cause the chapter 11
filing of the Debtors, and (viii) the Purchaser hast acted in a collusive manner with any
person. The Purchaser will be acting in good faitthin the meaning of 11 U.S.C. 8 363(m) in
closing the transactions contemplated by the ABsethase Agreement.

M. Free and Clear The Debtors may sell the Acquired Assets frad @dear of all

obligations, liabilities and the Encumbrances bseawith respect to each creditor asserting a
lien, claim, encumbrance, or interest, one or nwréhe standards set forth in Bankruptcy Code
8 363(f)(1)-(5) has been satisfied. Those holdefsEncumbrances, who did not object or
withdrew objections to the Sale Transaction, arented to have consented to the Sale
Transaction pursuant to section 363(f)(2) of thenlaptcy Code. Those holders of
Encumbrances, who did object, fall within one omrenof the other subsections of section 363(f)
of the Bankruptcy Code.

N. The Purchaser would not have entered into the ABaasthase Agreement and
would not consummate the transactions contemplageeby, including, without limitation, the
Sale Transaction and the assumption and assignaifetite Designated Contracts, (i) if the
transfer of the Acquired Assets were not free dedrcof all liens, claims, encumbrances, and

other interests of any kind or nature whatsoeveriuding, without limitation, rights or claims
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based on any taxes or successor or transfereétyiadmi (ii) if the Purchaser would, or in the
future could, be liable for any such liens, clailascumbrances, and other interests, including,
without limitation, rights or claims based on amaxds or successor or transferee liability. The
Purchaser will not consummate the transactionseooplated by the Asset Purchase Agreement,
including, without limitation, the Sale Transactiand the assumption and assignment of the
Designated Contracts, unless this Court expressgigrse that none of the Purchaser, its affiliates,
its present or contemplated members or shareholderthe Acquired Assets will have any
liability whatsoever with respect to, or be reqdite satisfy in any manner, whether at law or
equity, or by payment, setoff, or otherwise, diecor indirectly, any liens, claims,
encumbrances, and other interests, including, withiitation, rights or claims based on any
taxes, successor or transferee liability.

O. Not transferring the Acquired Assets free and cledrall liens, claims,
encumbrances, and other interests of any kind tur@avhatsoever including, without limitation,
rights or claims based on any taxes, successaoamsferee liability, would adversely impact the
Debtors’ efforts to maximize the value of theiradss, and the transfer of the Acquired Assets
other than pursuant to a transfer that is free @dedr of all liens, claims, encumbrances, and
other interests of any kind or nature whatsoeveuldvde of substantially less benefit to the
Debtors’ estates.

P. Without limiting the generality of the foregoingome of the Purchaser, its
respective affiliates, their respective presentamtemplated members or shareholders, or the
Acquired Assets will have any liability whatsoeweith respect to, or be required to satisfy in
any manner, whether at law or equity, or by paymeetoff, or otherwise, directly or indirectly,

any liens, claims, encumbrances, and other ineme$ating to any U.S. federal, state or local
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income tax liabilities, that the Debtors incur ionoection with the consummation of the
transactions contemplated by the Asset Purchaseefmgnt, including, without limitation, the
Sale Transaction and the assumption and assigrohdm Designated Contracts.

Q. Assumption of Executory Contracts and Unexpired Leaes The (i) transfer of

the Acquired Assets to the Purchaser and (ii) assamt to the Purchaser of the Designated
Contracts, will not subject the Purchaser to aapility whatsoever prior to the Closing or by
reason of such transfer under the laws of the drBtates, any state, territory, or possession
thereof, or the District of Columbia, based, in ¥ehor in part, directly or indirectly, on any
theory of law or equity, including, without limitah, any theory of equitable law, including,
without limitation, any theory of antitrust, sucses or transferee liability. The Debtors have
demonstrated that it is an exercise of their sdomsiness judgment to assume and assign the
Designated Contracts to the Purchaser in conneciith the consummation of the Sale
Transaction, and the assumption and assignmeheddésignated Contracts is the best interests
of the Debtors, their estates, and their creditdnise Designated Contracts being assigned to the
Purchaser are an integral part of the Acquired #&sbeing purchased by the Purchaser and,
accordingly, such assumption and assignment ofgbased Contracts is reasonable, enhances
the value of the Debtors’ estates, and does ndtitote unfair discrimination.

R. Cure/Adequate Assurance The Purchaser has (i) cured, or has provided

adequate assurance of cure, of any default exigtifay to the date hereof under any of the
Designated Contracts, within the meaning of sec&68(b)(1)(A) of the Bankruptcy Code, and
(i) provided compensation or adequate assuranadimipensation to any party for any actual
pecuniary loss to such party resulting from a défpdor to the date hereof under any of the

Designated Contracts within the meaning of secB6%(b)(1)(B) of the Bankruptcy Code. The
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Purchaser has provided or will provide adequatarasse of future performance of and under
the Designated Contracts within the meaning ofiee@65(b)(1)(C) of the Bankruptcy Code.

S. Prompt Consummation. The sale of the Acquired Assets must be apprawved

consummated promptly to preserve the value of tbguked Assets. Therefore, time is of the
essence in consummating the Sale Transaction henddbtors and the Purchaser intend to close
the Sale Transaction as soon as reasonably pialetica

T. The Debtors have demonstrated compelling circurostaand a good, sufficient,
and sound business purpose and justification feririmediate approval and consummation of
the transaction contemplated by the Asset Purchgssement, including, without limitation, the
Sale Transaction and the assumption and assignohéné Designated Contracts, prior to, and
outside of, a chapter 11 plan of reorganization.

U. No Fraudulent Transfer. The Asset Purchase Agreement was not entered int

for the purpose of hindering, delaying or defragdaneditors under the Bankruptcy Code and
under the laws of the United States, any stataider, possession or the District of Columbia.
The Purchaser is not a mere continuation, andtiiolding itself out as a mere continuation, of
any of the Debtors or their respective estatesthack is no continuity between the Purchaser
and the Debtors. The Sale Transaction does notiaimo a consolidation, merger de facto
merger of the Purchaser and any of the Debtors.

V. The consideration provided by the Purchaser forAbguired Assets pursuant to
the Asset Purchase Agreement (i) is fair and residen (ii) is the highest and best offer for the
Acquired Assets, (iii) will provide a greater reeoy for the Debtors’ creditors than would be
provided by any other practical available altewatiand (iv) constitutes reasonably equivalent

value and fair consideration under the Bankruptoge€Cand under the laws of the United States,

10
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any state, territory, possession or the DistrictColumbia (including, without limitation, the
Uniform Fraudulent Conveyance Act and the Unifomauglulent Transfer Act).

W. Purchaser Not an Insider and No Successor Liability Immediately prior to the

Closing, the Purchaser was not an “insider” oriliate” of the Debtors, as those terms are
defined in the Bankruptcy Code, and no common itderdf incorporators, directors or
stockholders existed between the Purchaser arddhtors. The transfer of the Acquired Assets
and the assumption of the Assumed Liabilities (idolg any individual elements of the Sale
Transaction) to the Purchaser, except as othersasdorth in the Asset Purchase Agreement,
does not, and will not, subject the Purchaser tp lability whatsoever, with respect to the
operation of the Debtors’ businesses prior to 1bsiieg of the Sale Transaction or by reason of
such transfer under the laws of the United Stateg state, territory, or possession thereof, or the
District of Columbia, based, in whole or in pariredtly or indirectly, in any theory of law or
equity including, without limitation, any laws affing antitrust, successor, transferee or
vicarious liability. Pursuant to the Asset Purehdgreement, the Purchaser is not purchasing
all of the Debtors’ assets in that the Purchaseotspurchasing any of the Excluded Assets or
assuming the Excluded Liabilities, and the Purchaseot holding itself out to the public as a
continuation of the Debtors. The Sale does notuarhto a consolidation, merger de facto
merger of the Purchaser and the Debtors and/oD#igors’ estates. There is not substantial
continuity between the Purchaser and the Debtard, there is no continuity of enterprise
between the Debtors and the Purchaser. The Percisasot a mere continuation of the Debtors
or the Debtors’ estates, and the Purchaser doesongtitute a successor to the Debtors or the

Debtors’ estates.

11
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X. Legal, Valid Transfer. The transfer of the Acquired Assets to the Paseh will

be a legal, valid, and effective transfer of thegced Assets, and will vest the Purchaser with
all right, title, and interest of the Debtors toetlAcquired Assets free and clear of all
Encumbrances, as set forth in the Asset PurchaseeAwent. The Acquired Assets constitute
property of the Debtors’ estates and good titheeisted in the Debtors’ estate within the meaning
of section 541(a) of the Bankruptcy Code. The Debare the sole and rightful owners of the
Acquired Assets, and no other person has any owiperight, title, or interests therein.

Y. Asset Purchase Agreement Not Modified The terms of the Asset Purchase

Agreement, including any amendments, supplememid, nmaodifications thereto, are fair and
reasonable in all respects and the terms of therGsall not modify the terms of the Asset
Purchase Agreement.

Z. Not a Sub Rosa Plan The Sale does not constituteul rosa chapter 11 plan for

which approval has been sought without the pratastihat a disclosure statement would afford.
The Sale neither impermissibly restructures thehtsigof the Debtors’ creditors, nor
impermissibly dictates a liquidating plan of reargation for the Debtors.

AA. Legal and Factual Bases The legal and factual bases set forth in theidvoand

at the Sale Approval Hearing establish just caaséhk relief granted herein.
It is therefore ORDERED, ADJUDGED, AND DECREED THAT

General Provisions

1. The Motion is GRANTED and APPROVED in all respects.
2. All objections to the Motion or the relief requeasttherein that have not been
withdrawn, waived, or settled, and all reservatiohgghts included therein, are overruled on the

merits and denied with prejudice.

12
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Approval of the Sale of the Acquired Assets

3. The Asset Purchase Agreement, including any amentdmsupplements and
modifications thereto, and all of the terms andditbons therein, is hereby approved,

4, Pursuant to section 363(b) of the Bankruptcy Cdde, sale of the Acquired
Assets to the Purchaser free and clear of all attigs, liabilities and Encumbrances, and the
transactions contemplated thereby is approved mespects.

Sale and Transfer of Acquired Assets

5. Pursuant to section 363(b) of the Bankruptcy Cdtle, Debtors are hereby
authorized and directed to sell the Acquired Assetthe Purchaser and consummate the Sale
Transaction in accordance with, and subject totéhes and conditions of, the Asset Purchase
Agreement, and to transfer and assign all rigtie &nd interest (including common law rights)
to all property, licenses and rights to be conveyedccordance with and subject to the terms
and conditions of the Asset Purchase Agreement,amadfurther authorized and directed to
execute and deliver, and are empowered to perfarden) consummate and implement, the
Asset Purchase Agreement, together with all additionstruments and documents that may be
reasonably necessary or desirable to implementAsget Purchase Agreement, including,
without limitation, the related documents, exhil@ted schedules, and to take all further actions
as may be reasonably requested by the Purchaséndgourposes of assigning, transferring,
granting, conveying and conferring to the Purchasereducing to possession, the Acquired
Assets, or as may be necessary or appropriateetpetiormance of the Debtors’ obligations as
contemplated by the Asset Purchase Agreement.

6. Pursuant to section 363 (b) and (f) of the Bankryiode, the Acquired Assets

shall be transferred to the Purchaser upon constiormaf the Asset Purchase Agreement at the

13
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Closing free and clear of all obligations, liabdg and Encumbrances of any kind or nature
whatsoever, including without limitation, rights olaims (for purposes of this Order, the term
“claim” shall have the meaning ascribed to sucimtar section 101(5) of the Bankruptcy Code)
based on any taxes or successor or transferedtyiabicluding, without limitation all claims
arising in any way in connection with any agreemsgmatts, or failures to act, of any of the
Debtors or any of the Debtors’ predecessors olia#s, whether known or unknown, contingent
or otherwise, whether arising before or subseqtenhe commencement of these chapter 11
cases, and whether imposed by agreement, undersjatalv, equity or otherwise, including,
without limitation, claims otherwise arising undideral or state tax laws or doctrines of
successor or transferee liability.

7. Following the Closing, the Debtors or the Purchaserauthorized and directed to
execute and file a certified copy of this Order,ichlh once filed, registered or otherwise
recorded, shall constitute conclusive evidencehef ielease of all obligations, liabilities and
Encumbrances in the Acquired Assets of any kindhaiure whatsoever. On the Closing, this
Order will be construed, and constitute for any afdpurposes, a full and complete general
assignment, conveyance and transfer of the Acquissiets or a bill of sale transferring good
and marketable title in such Acquired Assets toRkiechaser. On the Closing, this Order also
shall be construed, and constitute for any angwaiboses, a complete and general assignment of
all right, title and interest of the Debtors andctledankruptcy estate to the Purchaser in the
Designated Contracts. Each and every federale,st&atd local governmental agency or
department is hereby directed to accept any andagibments and instruments necessary and

appropriate to consummate the transactions consgetpby the Asset Purchase Agreement.

14
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8. All entities which are presently, or on the Closimgy be, in possession of some
or all of the Acquired Assets are hereby directedurrender possession of the Acquired Assets
to the Purchaser on the Closing.

9. All persons and entities are prohibited and engifriem taking any action to
adversely affect or interfere with the ability detDebtors to transfer the Acquired Assets to the

Purchaser in accordance with the Asset PurchaseeAwgnt and this Order; provided, however,

that the foregoing restriction shall not preveny party from appealing this Order in accordance
with applicable law or opposing any appeal of thrsler.

10.  Except as expressly permitted by the Asset Purchgssement or this Order, all
persons and entities, including, but not limited &l debt security holders, equity security
holders, governmental, tax, and regulatory autiestit lenders, trade creditors, dealers,
employees, litigation claimants, and other creditdrolding liens, claims encumbrances, and
other interests of any kind or nature whatsoeveauding, without limitation, rights or claims
based on any taxes or successor or transferedtyiabgainst or in a Debtor or the Acquired
Assets (whether legal or equitable, secured oraumed, matured or unmatured, contingent or
noncontingent, senior or subordinated), arisingeuroal out of, in connection with, or in any way
relating to, the Debtors, the Acquired Assets er dperation of the Acquired Assets before the
Closing, or the transactions contemplated by theeABurchase Agreement, including, without
limitation, the Sale Transaction and the assumpdiwch assignment of the Designated Contracts,
are forever barred, estopped, and permanentlyreagdrom asserting against the Purchaser, its
respective successors and assigns, their respeutogerty and the Acquired Assets, such
persons’ or entities’ liens, claims, encumbranocesther interests, including, without limitation,

rights or claims based on any taxes or succesdoamsferee liability.

15
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11. On the Closing of the Sale Transaction, each of Brebtors’ creditors is
authorized and directed to execute such documemistake all other actions as may be
necessary to release its Encumbrances on the A&chilssets, if any, as such Encumbrances
may have been recorded or otherwise exist.

12. To the extent provided by section 525 of the Baptay Code, no governmental
unit may deny, revoke, suspend, or refuse to reargmpermit, license or similar grant relating to
the operation of the Acquired Assets on accouthefiling or pendency of the chapter 11 cases
or the consummation of the transactions contemgpldite the Asset Purchase Agreement,
including, without limitation, the Sale Transactiand the assumption and assignment of the
Designated Contracts.

13.  Subject to the terms and conditions of this Ordee, transfer of the Acquired
Assets to the Purchaser pursuant to the Asset &echgreement constitutes a legal, valid, and
effective transfer of the Acquired Assets, and Ishes$t the Purchaser with all right, title, and
interest of the Debtors in and to the Acquired As$ee and clear of all Encumbrances of any
kind or nature whatsoever.

No Successor Liability

14.  The Purchaser is not a “successor” to the Debtotiseir estates by reason of any
theory of law or equity, and the Purchaser shallassume, or be deemed to assume, or in any
way be responsible for any liability or obligatiohany of the Debtors and/or their estates, other
than the Assumed Liabilities, with respect to theidred Assets or otherwise, including, but not
limited to, under any bulk sales law, doctrinelwedry of successor liability, or similar theory or
basis of liability except for the assumption of theset Purchase Agreement and any documents

related thereto. Except to the extent the Purchessaimes Assumed Liabilities and is ultimately

16
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permitted to assume the Designated Contracts puirsushe Asset Purchase Agreement, neither
the purchase of the Acquired Assets by the Purchresehe fact that the Purchaser is using any
of the Acquired Assets previously operated by tleétDrs will cause the Purchaser to be deemed
a successor in any respect to the Debtors’ bussess incur any liability derived therefrom
within the meaning of any foreign, federal, statdozal revenue, pension, ERISA, tax, labor,
employment, environmental, or other law, rule gulation (including, without limitation, filing
requirements under any such laws, rules or regug}j or under any products liability law or
doctrine with respect to the Debtors’ liability wrdsuch law, rule or regulation or doctrine.

15. The Purchaser has given substantial consideratrateruthe Asset Purchase
Agreement, which consideration shall constitutedvahd valuable consideration for the releases
of any potential claims of successor liability bétPurchaser and which shall be deemed to have
been given in favor of the Purchaser by all holdgrEncumbrances and liabilities in or against
the Debtors, or the Acquired Assets. Upon consutiomaf the Sale Transaction, the Purchaser
shall not be deemed to (a) be the successor t@étdors, (b) havede facto or otherwise,
merged with or into the Debtors, or (c) be a meoatiauation, alter ego or substantial
continuation of the Debtors.

16. Except to the extent the Purchaser or otherwiseifsgaly agreed in the Asset
Purchase Agreement or this Order, the Purchasdrreftahave any liability, responsibility or
obligation for any claims, liabilities or other adtions of the Debtors or their estates, including
without limitation, any claims, liabilities or othebligations related to the Acquired Assets prior
to Closing. Under no circumstances shall the Fageh be deemed a successor of or to the

Debtors for any Encumbrances and liabilities adaiims or to the Debtors or the Acquired
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Assets. For the purposes of paragraphs 14 thrdéglof this Order, all references to the
Purchaser shall include the Purchaser’s affilisgabsidiaries and shareholders.
Good Faith

17.  The transactions contemplated by the Asset Purchgssement are undertaken
by the Purchaser in good faith, as that term isl usesection 363(m) of the Bankruptcy Code,
and accordingly, the reversal or modification opegd of the authorization provided herein by
this Order to consummate the Sale Transaction siwtllaffect the validity of the sale of the
Acquired Assets to the Purchaser. The Purchaszmisrchaser in good faith of the Acquired
Assets, and is entitled to all of the protectiofferded by section 363(m) of the Bankruptcy
Code.

18. As a good faith purchaser of the Acquired Asséts,Rurchaser has not entered
into an agreement with any other potential bid@rée Auction, and has not colluded with any
of the other bidders, potential bidders or any ofiaties interested in the Acquired Assets, and,
therefore, neither the Debtors nor any successdntarest to the Debtors’ estates shall be
entitled to bring an action against the Purchased, the Sale Transaction may not be avoided
pursuant to section 363(n) of the Bankruptcy Code.

Assumption and Assignment of Designated Contracts

19. Pursuant to sections 105(a) and 365 of the Bankyupbde, and subject to and
conditioned upon the closing of the Sale Transactivze Debtors’ assumption and assignment to
the Purchaser, and the Purchaser’'s assumption eortetins set forth in the Asset Purchase
Agreement, of the Designated Contracts is herelpyoaed, and the requirements of section

365(b)(1) of the Bankruptcy Code with respect tteeege hereby deemed satisfied.
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20. The Debtors are hereby authorized and directedcoordance with sections
105(a), 363 and 365 of the Bankruptcy Code to ¢alae and assign to the Purchaser, effective
upon the Closing of the Sale Transaction, the Dedeyl Contracts free and clear of all
Encumbrances of any kind or nature whatsoever Bh@éXecute and deliver to the Purchaser
such documents or other instruments as may be s@ge® assign and transfer the Designated
Contracts to the Purchaser.

21. The Designated Contracts shall be transferred rnd, ramain in full force and
effect for the benefit of, the Purchaser in accoogawith their respective terms, notwithstanding
any provision in any such Assigned Contract (inglgdkhose of the type described in section
365(b)(2) and (f) of the Bankruptcy Code) that pibitk, restricts, or conditions such assignment
or transfer and, pursuant to 11 U.S.C. 8§ 365(lg, Diebtors shall be relieved from any further
liability with respect to the Designated Contraafter such assignment to and assumption by the
Purchaser, except as provided in the Asset Purdkgisement.

22.  All defaults or other obligations of the Debtorsden the Designated Contracts
arising or accruing prior to the date of this Orderthout giving effect to any acceleration
clauses or any default provisions of the kind dpegtiin section 365(b)(2) of the Bankruptcy
Code) shall be cured by the Purchaser at the @osmas soon thereafter as reasonably
practicable, and the Purchaser shall have noilgloif obligation arising or accruing prior to the
Closing, except as otherwise expressly providedh@ Asset Purchase Agreement. The
Purchaser may elect to take assignment of certmiracts and leases previously omitted from

[Schedules 4.8 and 4.19] of the Asset Purchaseehggat (the “Previously Omitted Contracts”)

after the Closing. Upon designation of such Presip Omitted Contracts as “Assumed” by the

Purchaser, the Debtors shall serve a notice orco@terparties to such Previously Omitted
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Contracts that identifies the Purchaser of the AeguAssets and provides notice that the
Debtors are assuming and assigning the Previousijtt€l Contract to the Purchaser. The
counterparties will have fifteen (15) Business Dags defined in the Asset Purchase
Agreement) to object to the Cure Amount or the agdion. If the counterparties, the Debtors
and the Purchaser are unable to reach a consersohition with respect to an objection to the
Cure Amount or assumption of a Previously Omittedniact, the Debtors will seek an
expedited hearing before Bankruptcy Court to deiteenthe Cure Costs and approve the
assumption. If there is no objection, then thetDesowill obtain an order of this Court fixing the
Cure Amount and approving the assumption of theiBusly Omitted Contract.

23. Each non-Debtor party to an Assigned Contract hersb forever barred,
estopped, and permanently enjoined from raisingasserting against the Debtors or the
Purchaser, or the property of either of them, asgigmment fee, default, breach or claim of
pecuniary loss, or condition to assignment, arisinder or related to the Designated Contracts,
existing as of the date of the Sale Approval Hegrar arising by reason of the consummation of
transactions contemplated by the Asset Purchaseefmgnt, including, without limitation, the
Sale Transaction and the assumption and assignofighe Designated Contracts. Any party
that may have had the right to consent to the assgt of an Assigned Contract is deemed to
have consented to such assignment for purposesctbs 365(e)(2)(A)(ii) of the Bankruptcy
Code and otherwise if such party failed to objecthe assumption and assignment of such
Assigned Contract.

24. To the extent a counterparty to an Assigned Confealed to object timely to a
Cure Amount, such Cure Amount shall be deemed tdirly determined and any such

counterparty shall be prohibited from challengimdpjecting to or denying the validity and
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finality of the Cure Amount at any time, and suctr€ Amount, when paid, shall completely
revive any Assigned Contract to which it relates.

Additional Provisions

25.  The consideration provided by the Purchaser forAbguired Assets under the
Asset Purchase Agreement shall be deemed to adestgéasonably equivalent value and fair
consideration under the Bankruptcy Code and unerdws of the United States, any state,
territory, possession, or the District of Columbia.

26. Each and every federal, state, and local goverrehagency, court or department
is directed to accept any and all documents anttuments necessary and appropriate to
consummate the transactions contemplated by thet ABschase Agreement. On the Closing,
the Debtors and the Purchaser are authorized ¢ostadh actions as may be necessary to obtain a
release of any and all obligations, liabilities dhgcumbrances in the Acquired Assets, if any,
and to the extent contemplated hereby and by theetABurchase Agreement. This Order
(a) shall be effective as a determination thatthen Closing, all Encumbrances of any kind or
nature whatsoever existing as to the Acquired Asgamior to the Closing have been
unconditionally released, discharged and terminated that the conveyances described herein
have been effected, and (b) shall be binding upwh €hall govern the acts of all entities
including without limitation, all filing agents, ling officers, title agents, title companies,
recorders of mortgages, recorders of deeds, ragstof deeds, administrative agencies,
governmental departments, secretaries of staterdbdstate, and local officials, and all other
persons and entities who may be required by operaif law, the duties of their office, or
contract, to accept, file, register or otherwiseord or release any documents or instruments, or

who may be required to report or insure any titlestate of title in or to any of the Acquired
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Assets. Each and every federal, state and locargmental agency or department is hereby
directed to accept any and all documents and im&nis necessary and appropriate to
consummate the transactions contemplated by thetA&srchase Agreement. The Purchaser
and the Debtors shall take such further steps aaduee such further documents, assignments,
instruments and papers as shall be reasonablysegliey the other to implement and effectuate
the transactions contemplated in this paragrapH. inferests of record as of the date of this
Order shall be forthwith deemed removed and stricke against the Acquired Assets. All
entities described in this paragraph are authoremedl specifically directed to strike all such
recorded liens, claims, rights, interests and efcances against the Acquired Assets from their
records, official and otherwise.

27. If any person or entity that has filed statememtstbher documents or agreements
evidencing claims, liens, encumbrances, or inter@stany of the Acquired Assets does not
deliver to the Debtors or the Purchaser prior te @losing, in proper form for filing and
executed by the appropriate parties, terminatiatestents, instruments of satisfaction, releases
of liens and easements, and any other documenessay for the purpose of documenting the
release of all interests and other interests ti@aperson or entity has or may assert with respect
to any of the Acquired Assets, the Debtors andierRurchaser are hereby authorized to execute
and file such statements, instruments, releasested documents on behalf of such persons or
entity with respect to any of the Acquired Assets.

28. The Debtors will cooperate with the Purchaser dedRurchaser will cooperate
with the Debtors, in each case to ensure thatrémsaction contemplated in the Asset Purchase
Agreement is consummated, and the Debtors will ngla modifications or supplements to

any bill of sale or other document executed in eation with the closing to facilitate such
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consummation as contemplated by the Asset Purddgige=ment (including, without limitation,
adding such specific assets to such documents pdeneeasonably requested by the Purchaser
pursuant to the terms of the Asset Purchase Agnegme

29. The Purchaser shall have no liability or respofigybfor any liability or other
obligation of the Debtors arising under or relatedthe Acquired Assets other than for the
Assumed Liabilities. Without limiting the genetgliof the foregoing, and except as otherwise
specifically provided in the Asset Purchase Agreatimthie Purchaser shall not be liable for any
claims against the Debtors or any of their predemssor affiliates, and the Purchaser shall have
Nno successor or vicarious liabilities of any kinccbaracter whether known or unknown as of the
Closing, now existing or hereinafter arising, wlegtlixed or contingent, with respect to the
Debtors, the Acquired Assets or any obligationghaf Debtors arising prior to the Closing,
including, but not limited to, liabilities on acaauof any taxes arising, accruing, or payable
under, out of, or in connection with, or in any wajating to the operation of the business prior
to the Closing.

30. Under no circumstances shall the Purchaser be akanseiccessor of or to the
Debtors for any Encumbrance against or in the Dshto the Acquired Assets of any kind or
nature whatsoever. The sale, transfer, assignarahtelivery of the Acquired Assets and the
Designated Contracts shall not be subject to arcuibrance and Encumbrances of any kind or
nature whatsoever shall remain with, and contiouleet obligations of, the Debtors. All persons
holding Encumbrances against, on, or in the Debtorthe Acquired Assets of any kind or
nature whatsoever shall be, and hereby are, fotemeed, estopped, and permanently enjoined
from asserting, prosecuting, or otherwise pursisngh Encumbrances of any kind or nature

whatsoever against the Purchaser, its officergctbrs, shareholders and professionals, its
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property, its successors and assigns, or the Aedjissets with respect to any Encumbrance of
any kind or nature whatsoever such person or ehaity, has, or may have against or in the
Debtors, their estates, officers, directors, shaldshs, or the Acquired Assets. Following the
Closing, no holder of an Encumbrance in the Deldbedl interfere with the Purchaser’s title to
or use and enjoyment of the Acquired Assets and#sgnated Contracts based on or related to
such Encumbrance, or any actions that the Debtaystake in their chapter 11 cases.

31. The terms and provisions of the Asset Purchase ehgeat and this Order shall
be binding in all respects upon, and shall inurthtobenefit of, the Debtors and their respective
affiliates, successors and assigns, their estated, their creditors, the Purchaser, and its
respective affiliates, successors and assigns,aagdaffected third parties including, but not
limited to, all persons asserting EncumbranceserAcquired Assets to be sold to the Purchaser
pursuant to the Asset Purchase Agreement, notarbstg any subsequent appointment of any
trustee(s) under any chapter of the Bankruptcy Cadeto which trustee(s) such terms and
provisions likewise shall be binding.

32. The failure specifically to include any particul@ovisions of the Asset Purchase
Agreement in this Order shall not diminish or imgae effectiveness of such provision, it being
the intent of the Court that the Asset Purchasee@&ment be authorized and approved in its
entirety.

33. The Asset Purchase Agreement and any related agréendocuments or other
instruments may be modified, amended or supplerdebyethe parties thereto, in a writing
signed by both parties, and in accordance withténes thereof, without further order of the
Court, provided that any such modification, amenadinog supplement does not have a material

adverse effect on the Debtors' estates. To thenexthat any provision of the Asset Purchase
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Agreement conflicts with or is, in any way, incatent with any provision of this Order, this
Order shall govern and control.

34.  Nothing contained in any plan of reorganizatiodiguidation confirmed in these
chapter 11 cases or any order of this Court comfignsuch plans or in any other order in these
chapter 11 cases, including any order entered aftgrconversion of these chapter 11 cases to a
case under chapter 7 of the Bankruptcy Code, siti@lt, conflict with, or derogate from, the
provisions of the Asset Purchase Agreement ordhmg of this Order. The provisions of this
Order and the Asset Purchase Agreement and argnadiken pursuant hereto or thereto shall
survive entry of any order which may be enteredfiommg or consummating any plan of
reorganization of the Debtors, or which may be mateeonverting these chapter 11 cases from
chapter 11 to chapter 7 of the Bankruptcy Code, tiedterms and provisions of the Asset
Purchase Agreement as well as the rights and sitegranted pursuant to this Order and the
Asset Purchase Agreement shall continue in thegpteh1ll cases or any superseding case and
shall be specifically performable and enforcealgaist and binding upon the Debtors, their
estates and the Purchaser and their respectivesaars and permitted assigns, including any
trustee, responsible officer or other fiduciarydedter appointed as a legal representative of the
Debtors under chapter 7 or chapter 11 of the BastkyuCode.

35.  The provisions of this Order are nonseverable anthally dependent.

36. To the extent applicable, the automatic stay pumsua section 362 of the
Bankruptcy Code is hereby lifted with respect te ebtors to the extent necessary, without
further order of the Court (a) to allow the Purdra® give the Debtors any notice provided for
in the Asset Purchase Agreement, and (b) to allmevRurchaser to take any and all actions

permitted by the Asset Purchase Agreement.
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37. There are no brokers involved in consummating th&e Sransaction and no
brokers’ commissions are due.

38. Compliance with the legal requirements relatindptitk sales and transfers is not
necessary or appropriate under the circumstances.

39. The Debtors and each other person having dutie®sponsibilities under the
Asset Purchase Agreement or this Order, and thespective agents, representatives, and
attorneys, are authorized and empowered to catrglbaf the provisions of the Asset Purchase
Agreement, to issue, execute, deliver, file andomdc as appropriate, the Asset Purchase
Agreement, and any related agreements, and to dalgkeaction contemplated by the Asset
Purchase Agreement or this Order, and to issueuéxedeliver, file and record, as appropriate,
such other contracts, instruments, releases, db#idspf sale, assignments, or other agreements,
and to perform such other acts as are consistéht and necessary or appropriate to, implement,
effectuate and consummate the Asset Purchase Agreeand this Order and the transactions
contemplated thereby and hereby, all without furtapplication to, or order of, the Court.
Without limiting the generality of the foregoindji$ Order shall constitute all approvals and
consents, if any, required by applicable businesparation, trust and other laws of applicable
governmental units with respect to the implemeatatind consummation of the Asset Purchase
Agreement and this Order and the transactions ogitged thereby and hereby.

40. This Court shall retain exclusive jurisdiction toferce and implement the terms
and provisions of the Asset Purchase Agreementarakndments thereto, any waivers and
consents thereunder, and of each of the agreernsgetaited in connections therewith in all
respects, including, but not limited to, retainipgisdiction to (a) compel delivery of the

Acquired Assets to the Purchaser free and cle&notimbrances, or compel the performance of
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other obligations owed by the Debtors, (b) commivery of the purchase price or performance
of other obligations owed to the Debtors, (c) ree@ny disputes arising under or related to the
Asset Purchase Agreement, except as otherwiseda\therein, (d) interpret, implement, and
enforce the provisions of this Order, and (e) prbthe Purchaser against (i) any claims of
successor or vicarious liability related to the Aicgd Assets or Designated Contracts, or (ii) any
claims of Encumbrances asserted on or in the Delitothe Acquired Assets, of any kind or
nature whatsoever.

41. To the extent that any provision of this Order diotg with the Asset Purchase

Agreement, this Order shall control.

Date: , 2014

Wilmington, Delaware UNITED STATES BANKRUPTCY JUDGE
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ASSET PURCHASE AGREEMENT

THIS ASSET PURCHASE AGREEMENT (theAgreement’) is made and entered into
as of the 24th day of February, 2014 (tkgféctive Date’), by and amondrestora Healthcare
Holdings, LLC (“Restora Holdings), Restora Hospital of Mesa, LLC (“Restora Mesd),
and Restora Hospital of Sun City, LLC (“Restora Sun City’) (Restora Holdings, Restora
Mesa and Restora Sun City are herein jointly andradly referred to asSeller’), and PHX
Hospital Partners, LLC (“Buyer”).

RECITALS

A. Seller is engaged in the business of providing loergn acute care services,
specialty acute care services and sub-acute careeseand related ancillary services through
healthcare professionals at the facilities locae@15 S. Power Road, Mesa, AZ 85206 and
13818 N. Thunderbird Blvd. Sun City, AZ 85351 (ealively, the Practice”), with the Seller's
rights in and to the Practice locations and licenseing transferred (to the extent same can be
transferred or assigned by Law) to Buyer beinghierrtdescribed oSchedule 1.0-Aattached
hereto.

B. Restora Mesa and Restora Sun City are each wheltyed subsidiaries of
Restora Holdings. Rod Laughlin, George DunawayegGSassman, John Watkins, and
HealthCap Partners/HCCG, LLC (collectively, th®émbers’) own all of the issued and
outstanding membership interests of Restora Ho&ding

C. Seller intends to file voluntary petitions for edliunder title 11 of the United
States Code (theBankruptcy Code”) in the United States Bankruptcy Court for thestiict of
Delaware (the Bankruptcy Court”), commencing cases under chapter 11 of the Batkyu
Code (collectively, theBankruptcy Case€’).

D. Seller is party to a Revolving and Term Loan anduigy Agreement, dated as of
June 29, 2012, with Healthcare Finance Group, LLBFG”), as lender and administrative
agent (in such capacities, thexisting Lender Parties’), pursuant to which the Existing Lender
Parties made certain revolving and terms loanti¢oSeller (the Prepetition Loan Facility”),
which loans are secured by first priority secuiityerests in substantially all of the Seller’s
assets. As of the date hereof, an aggregate arnbapproximately $3,000,000 was outstanding
in connection with the revolving loan under the getégion Loan Facility (the Existing
Revolver Debt) and approximately $2,600,000 was outstandingannection with the term
loan under the Prepetition Loan Facility (thexisting Term Debt”).

E. HFG, as agent and lender (in such capacities, BHP ‘Lender Parties’), has
agreed to provide postpetition debtor in possesBi@ancing to Seller in connection with the
Bankruptcy Case, subject to Bankruptcy Court apgliaonsisting of a senior secured revolving
credit facility not to exceed $7,000,000 at any timee outstanding, subject to a borrowing base
and applicable reserves (thBIP Facility”), which DIP Facility will be secured by first ity
security interests in substantially all of the 8e# assets, subject to the security interests with
respect to the Existing Term Debt and a carve-aut fees and expenses incurred by
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professionals and certain other parties in the Bgytky Case. The Existing Revolver Debt will
be assumed by the Seller and become a part oflth&axility.

F. Subject to certain conditions agreed to among Buyer Existing Lender Parties
and the DIP Lender Parties, the Existing Lendeti€aand the DIP Lender Parties have agreed
to assign to Buyer all of their rights, interesiad obligations in, to, and under the Prepetition
Loan Facility, DIP Facility, and all documents aagteements relating thereto.

G. Buyer desires to purchase from Seller, and Sekbsires to sell to Buyer, all of
the assets, properties and rights of Seller rgJabrthe Practice (except for the Excluded Assets)
free and clear of liens, claims, interests, andugtirances (except for Permitted Encumbrances
including certain liens and claims assigned to Bugkating to the Prepetition Loan Facility and
the DIP Facility) pursuant to section 363(f) of BBankruptcy Code as provided in a final order
of the Bankruptcy Court approving such sale unéetiesn 363 of the Bankruptcy Code to be
entered in the Bankruptcy Case, and to assumeaantgin specified liabilities of Seller related
thereto, all on the terms and subject to the candit set forth in this Agreement and in
accordance with sections 105, 363, 365 and oth@rcaple provisions of the Bankruptcy Code.

H. As additional consideration, and as a material gedhent to Buyer to enter into
this Agreement and to consummate the transactiontemplated hereby, Seller desires to make
certain representations, warranties, indemnitiegegants and agreements relating to the sale of
the Practice.

l. Capitalized terms used herein have the meaningsfoset in the Table of
Definitions attached hereto &shedule 1.0-F

AGREEMENT

NOW, THEREFORE, in consideration of the premises and the mutuakcants and
agreements set forth herein, and for other good \aidable consideration, the receipt and
sufficiency of which are hereby acknowledged, tadips hereto, intending to be legally bound,
agree as follows:

ARTICLE |
ASSETS AND LIABILITIES

1.1. Acquired Assets.

(@) Subject to the terms and the conditions set fartthis Agreement and on
the basis of the representations and warrantiesrhe®eller shall sell, convey, transfer, assign
and deliver to Buyer and Buyer shall purchase,ivecand accept from Seller all rights, title and
interest in and to the assets and properties afyekiad, character and description (other than
property and rights specifically excluded in thigréement), owned or leased by Seller and used
in the operation and management of the Practicettwerwise for the benefit of the Practice,
whether tangible, intangible, real, personal or edixmovable or fixed, and wherever located
(collectively referred to hereinafter as thcuired Assets), including, without limitation, the
assets set forth ddchedule 1.Jattached hereto, but excluding the Excluded Assets
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(b) With the exception of the Excluded Assets, the AmgliAssets include

all tangible property, accounts, machinery, equiptndanventories, tenant improvements
(regardless of whether they are accounted for assaet on the books of Seller, goodwill of the
Practice, software and computer programs, hardwarelectual Property (including the name
“Restora” and all other trade names and acronyms underhw8gller conducts the Practice or
by which Seller or the Practice is commonly knowmepaid expenses (other than prepaid
insurance or prepaid other assets) and deposissgrfexd Contracts, Assigned Personal Property
Leases, books and records (including all patieattshand records since January 1, 2010, patient
lists and appointment books relating to patiergated by the Practice to the extent transferable
under applicable law), any Seller policies and pdures relating to the Practice, telephone and
facsimile numbers, all Licenses and permits toetkient transferable to Buyer, and all benefits,
proceeds and other amounts payable under any Pelley of insurance relating to the Practice.

1.2. Excluded Assets. Notwithstanding anything contdime Section 1.1 above,
Buyer is not purchasineller's (i) cash, (i) cash equivalents, (iii) omoe tax receivables,
(iv) deferred tax assets, (v) employee advances, grepaid insurance including prepaid
professional liability insurance, (vii) contractadaleases that are not Assigned Contracts or
Assigned Personal Property Leases, (viii) the PagehPrice and all rights of the Seller under
this Agreement, (ix) any rights, claims or causésaaion of any Seller against third parties
relating to assets, properties, losses, businesparations of any Seller, including any actions
under chapter 5 of the Bankruptcy Code, (x) alspenel records and other books, records, and
files that the Seller is required by law to retainits possession, (xi) any patient records with
respect to which the applicable patient(s) hasadegeto a transfer of such patient records to the
Buyer, (xii) any claim, right or interest of anyl®e in or to any refund, rebate, abatement or
other recovery for taxes, together with any interége thereon or penalty rebate arising
therefrom, (xiii) investments (including Restoraltings’ membership interests in Restora Mesa
and Restora Sun City), (xiv) any other prepaid tasse properties expressly set forth on
Schedule 1.Zhereto, and (xv) any books and records relatirgnoof the foregoing (such assets
being referred to as th&Xcluded Asset and suchSchedule 1.2oeing referred to herein as the
“Excluded Assets Schedule

1.3. Assumed Liabilities. As of the Closing Date, Sekfall assign to Buyer and

Buyer shall assume only Seller’s obligations (iflenthe Prepetition Loan Facility and the DIP
Facility and (ii) arising from events occurring ar after the Closing Date under those
agreements and contracts designated specificallyobiedule 4.8&ttached hereto ag\$signed
Personal Property Leasesand onSchedule 4.1%ttached hereto afAssigned Contracts’
except to the extent that any such executory ofidigs result from, arise out of, relate to, or are
caused by, any one or more of the following: ()raach of any of the Assigned Personal
Property Leases or Assigned Contracts occurringrgo the Closing Date; (b) a breach of
warranty, infringement or violation of law occumgiprior to the Closing Date; or (c) an event or
condition occurring or existing prior to the Clogibate that, through the passage of time or the
giving of notice or both, would constitute a breacldefault by Seller under any of the Assigned
Personal Property Leases or Assigned Contracte¢tokly, the Assumed Liabilities’). The
Assigned Contracts include the Real Property Leasesmodified in form and substance
consistent with the lease terms agreed to by Bagdrthe counterparties thereto. At or prior to
the Sale Hearing, Seller shall seek authorizatioassume and assign to Buyer the Assigned
Contracts and the Assigned Personal Property LeaBes amounts, if any required to cure all

-3-
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defaults under the Assigned Contracts and the AsdidPersonal Property Leases, as required
under the Bankruptcy Code or determined by the BRatky Court (the Cure Costs), up to
$450,000 (the Cap”) shall be paid on the Closing Date (except astise agreed to by the
other party to any Assigned Contract or Assigneddteal Property Lease) by the Buyer directly
to the applicable counterparties to the Assignedt@ots and the Assigned Personal Property
Leases, and Seller shall be liable only for anyhsGare Costs exceeding the Cap. Attached
hereto asSchedule 1.3is a listing of Seller’s good faith estimate oét&ure Costs delivered
prior to the Effective Date of this Agreement, whitchedule 1.3hall be updated and delivered
to Buyer not less than five business days prioth® Sale Hearing, and again updated and
delivered to Buyer no less than two business dags fo the Closing Date. Buyer may remove
any Assigned Contract or any Assigned Personald?tphease set forth o8chedule 4.8and
Schedule 4.1&t any time up to, and including, the Closing Date

1.4. Excluded Liabilities. Except as expressly setHort this Agreement, Buyer does
not assume and will not be liable for any of theedi or indirect debts, Claims, Interests,
Encumbrances, obligations or liabilities of Sellany Affiliate of Seller, the Practice, or any
Member, whenever arising and of whatever type turea In particular, but without limiting the
foregoing, Buyer will not assume, and will not beethed by anything contained in this
Agreement (other than to the extent expressly pexviin_Section 1.3 above) to have assumed
and will not be liable for any debts, obligationsliabilities of Seller, any Affiliate of Seller or
the Practice whether known or unknown, contingabsolute or otherwise and whether or not
they would be included or disclosed in financiatements prepared in accordance with GAAP
(the “Excluded Liabilities”). Without limitation of the foregoing, the Exaed Liabilities
include debts, Claims, Interests, Encumbrancebijlitias and obligations: (a) under any real
estate lease or any contract or agreement to whédler is a party or by which Seller or the
Practice is bound that is not, as of the ClosinteDlssted as an Assigned Contract@chedule
4.19 or any Personal Property Lease by which SelleherPractice is bound that has not been
listed as an Assigned Personal Property Leasecbedule 4.8(b) with respect to any Assigned
Contract or Assigned Personal Property Lease harisom the period prior to the Closing Date;
(c) arising out of any arrangements, agreementdermstandings or commitments with any
employees or independent contractors providinggssibnal medical or nursing services to the
Practice to which Seller is a party or by whichl&els bound from the period prior to the
Closing Date; (d) for, or relating to, any Employgenefit Plan; (e) for any obligation for Taxes
from the period prior to the Closing Date; (f) fany liability for local or state sales, use or
transfer tax and taxes that may be imposed uposdlegeor assignment of the Acquired Assets
pursuant to this Agreement and the Assignment asglimption and Bill of Sale from the period
prior to the Closing Date; (g) for any damages muries to persons or property or for any
malpractice, tort or strict liability arising froevents, actions or inactions in the Practice or the
operation of the Practice prior to the Closing Dé&ltg arising out of any litigation arising with
respect to the period prior to the Closing Dateetlbr or not threatened or pending on or before
the Closing Date; (i) incurred by Seller or thed®ie for borrowed money from the period prior
to the Closing Date; (j) for any accounts payallé&eller or any Affiliate of Seller from the
period prior to the Closing Date; (k) for amountsedor that may become due to Medicare,
AHCCCS or any other health care reimbursement gmeat intermediary, or other third party
payor on account of any payment adjustments ataiide to any period prior to the Closing
Date, or any other form of Medicare or other healihe reimbursement recapture, adjustment or
known overpayment whatsoever, or any violation iy Aaw by Seller relating to Medicare,

-4 -
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AHCCCS or any other payor program, including fiaesl penalties, with respect to any period
prior to the Closing Date. The intent and objextof Buyer and Seller is that, except for
liabilities explicitly assumed by Buyer hereundByyer does not assume, and no transferee
liability will attach to Buyer pertaining to, any the Excluded Liabilities.

1.5. Employees.

€)) Employees. Effective as of the Closing Date, Bugeran Affiliate of
Buyer shall offer employment to certain employeésSeller actively employed at the Practice
immediately prior to Closing (collectively, theséller Employee¥) in sufficient numbers to
avoid triggering notice obligations under the WAR§t or similar state laws. Buyer has no
obligation to offer employment to all Seller Empé@g. To be eligible for hire by Buyer, Seller
Employees must (A) be listed @thedule 1.5(apttached hereto, (B) consent to the release of
his or her employment files to Buyer or its Affigaprior to Closing, (C) to the extent permitted
by Law, pass a pre-employment drug test, backgraiedk, and physical exam, and (D) have
the unrestricted ability to provide federally reimnged services. Buyer, in its sole and absolute
discretion, will identify the Seller Employees tch@m Buyer will offer employment and the
terms of those offers. Effective as of the Cloddage, Seller will terminate the employment of
the Seller Employees who accept Buyer’s or itsliatie’s offer of employment. Those Seller
Employees who accept Buyer’s or its Affiliate’s effof employment as of the Closing Date
shall be designated @chedule 1.5(aps ‘“Transferring Employees’ and referred to hereinafter
as such. All compensation, benefits and correspgntaxes accrued up to the Closing Date
with respect to Transferring Employees shall contsgtian Excluded Liability.

(b) Schedule 1.5(a¥ets forth with respect to each of the Seller Exyg®#s such
person’s position, date of hire, current salary antbunt of any other accrued benefits to which
such person may be entitled or for which such penss made either written or oral claim to Seller.
Seller shall provide an updat&thedule 1.5(ajpt Closing. All Transferring Employees shall be
employees at will, subject to Buyer’s or its Affite’s employment policies. Nothing herein shall
obligate Buyer or an Affiliate of Buyer to emplolyet Transferring Employees for any specific
time period. Nothing in this Section 1.5 shalldeastrued to grant any employee any rights as a
third party beneficiary. Seller shall retain akHilities with respect to any and all Seller
Employees who are not Transferring Employees.

(c) Seller shall retain all liability with respect tmya individual currently
receiving health care under the Consolidated OnsniBudget Reconciliation Act, as amended
(“COBRA"), including, but not limited to, those individgaleceiving such benefits whose last
employment with Seller or any of its predecessor&RISA Affiliates was associated with the
Acquired Assets. To that end, Seller shall maingagnoup health plan until the earlier of such time
that none of the above individuals remains eligibteany such benefits or such time that Seller and
its ERISA Affiliates no longer retain any employe&hould Buyer become obligated to provide
any such COBRA benefits to any such individualdleEshall fully indemnify Buyer within thirty
(30) days of any such demand by Buyer for theduodits of COBRA compliance incurred by Buyer
and its group health plans (as determined underRA)Bhrough the date of each such demand by
Buyer.
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1.6. Instruments of Transfer. The sale of the Acquitsdets and the assumption of
the Assumed Liabilities as herein provided shaleffected at Closing by theAssignment and
Assumption and Bill of Salé in the form attached hereto Bghibit A..

1.7. Payment of Sales Taxes. Seller shall pay any Hrshlas, use or other transfer
taxes payable by reason of the transfer and coneeyaf the Acquired Assets hereunder. Seller
will prepare, deliver and if necessary file at efdre Closing all transfer tax returns and other
filings necessary to vest in Buyer full right, éithnd interest in the Acquired Assets.

ARTICLE Il
PURCHASE PRICE

2.1. Consideration / Purchase Price. In reliance oteBglrepresentations, warranties
and covenants, the purchase price to be paid bemBwoySeller for the Acquired Assets and the
other rights set forth herein shall $&,000,00Qthe “Purchase Pricé), payable by the Buyer in
the form of a credit bid under section 363(k) af Bankruptcy Code with respect to a portion of
the aggregate secured obligations owing under tepefition Loan Facility and DIP Facility.
As additional consideration, the Buyer will assuale Assumed Liabilities and pay all Cure
Costs up to the Cap to counterparties to the Assigfontracts and Assigned Personal Property
Leases.

2.2. Pro-Rations. All business expenses incurred bleSiel the ordinary course with
respect to the Practice, such as utilities, wilpbarated as of the Closing Date, such that Buyer
is responsible for amounts incurred with respecpéaods on or after the Closing Date and
Seller is responsible for amounts incurred witlpees to periods prior to the Closing Date.

2.3. Allocation of Purchase Price. The Purchase Pridé ve allocated to the
Acquired Assets in accordance wilchedule 2.3attached hereto. Buyer and Seller shall report
the transactions contemplated by this Agreemenfdderal and state income tax purposes in
accordance with such allocation. The parties shadcute all forms required to be filed for tax
purposes with any taxing authority in a manner test with the allocation o8chedule 2.3

2.4. Negotiated Value. The Purchase Price and the BsecRrice allocation set forth
on Schedule 2.3eflect the fair value of the Practice and the Yalues of the Acquired Assets,
respectively, agreed to by the parties hereto assalt of arms’ length negotiations. No
consideration is or will be paid for the value afygatient referrals (direct or indirect) to orrfro
Buyer, Seller, the Members or any of their respechiffiliates.

2.5. [Intentionally Omitted].

ARTICLE IlI
CLOSING AND POST-CLOSING

3.1. Closing. The closing of the sale and purchasehef Acquired Assets (the
“Closing’) will take place no later than May 15, 2014, sad as all of the conditions to closing
set forth in_Article VIII below are fully satisfiedor on such other date as the parties may
mutually agree (theClosing Dat€) at the offices of Seller's counsel located inWiN¥ork, New
York, or by facsimile transmission and United Stabe overnight mail. Buyer and Seller shall
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use their respective good faith efforts to cloge ttansaction as promptly as possible after the
Sale Order becomes a final non-appealable ordéwsir@ will be deemed to have occurred at
12:01 a.m. local time at the location of the Pcton the day immediately following the
Closing Date.

3.2. [Intentionally Omitted].

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF SELLER

Seller hereby represents and warrants to Buyeof élse Effective Date and as of the
Closing Date (except for those representationsveaidlanties that are made as of the Closing
Date only, which are true and correct as of thesi@tp Date), as follows:

4.1. Organization, Good Standing and Qualification. HE&eller is a Delaware
limited liability company duly organized, validlyxisting and in good standing under the
provisions of the laws of the State of Delaware] enqualified and licensed to do business in
every other jurisdiction in which it conducts bwess or in which the nature of its business and
operations would require qualification as a forelgnited liability company. Seller has all
requisite corporate power and authority to own apdrate its properties and to carry on the
Practice as now conducted. Seller has all corpgratver and authority to enter into all of the
Acquisition Agreements to which Seller is a panyldo carry out and perform its obligations
under the Acquisition Agreements.

4.2. Authorization; Binding Obligation. Subject to Banktcy Court approval, Seller
has full legal corporate right, power and authotity execute and deliver the Acquisition
Agreements to which Seller is a party, and to camrythe transactions contemplated thereby.
Subject to Bankruptcy Court approval, the execuod delivery by Seller of the Acquisition
Agreements and all of the documents and instrunreqisired thereby and the consummation of
the transactions contemplated thereby have begnailuhorized by all requisite action on the
part of Seller and the Members. The Acquisitiomeg&gnents to which Seller is a party and each
of the other documents and instruments requireceltyeor delivered in connection therewith
have been duly executed and delivered by Sellat, camstitute the legal, valid and binding
obligations of Seller, enforceable against theradoordance with their respective terms, subject
to Bankruptcy Court approval.

4.3. Consents and Approvals.

@) Governmental Consents and Approvals. Subject tokigtcy Court
approval, and except as set forth chedule 4.3(aattached hereto, no notice, registration or
filing with, or consent or approval of, or othetiaa by, any federal, state or other governmental
agency or instrumentality is or will be necessaoy the valid execution, delivery and
performance of this Agreement by Seller, the transff the Acquired Assets to Buyer, the
operation of the Practice by Buyer after Closind 8uayer’s receipt of continued reimbursement
for the Practice without change, including reimlemment under the Medicare long term care
hospital prospective payment system, following @iggeach, a Governmental Approval’);
provided that if any such Governmental Approval nt@nbe timely obtained due to Seller’s
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average length of stay not satisfying regulatogunements, the parties agree to work in good
faith to modify the terms of this transaction asessary to ensure compliance with all federal,
state or other governmental laws, rules and reigaigtwvhile providing the same economic result
to Buyer and while intending to meet the targesicig date of May 15, 2014.

(b) Third Party Consents. Except as set forthSmedule 4.3(b)attached
hereto, no notice to, consent, approval or autatiom of, any non-governmental third party is
required to consummate the transactions or perfthren related covenants and agreements
contemplated hereby or to vest full right, titledanterest in the Acquired Assets free and clear
of any Lien upon Buyer, all without any change e tAcquired Assets and all rights therein
after Closing (each, arhird Party Consent”).

4.4. No Violation. The execution, delivery, complianeéth and performance by

Seller of the Acquisition Agreements and each efdther documents and instruments delivered
in connection therewith do not and will not (a) lei® or contravene the organizational
certificates, documents and agreements, as ameodiade, of Seller or the Members, (b) violate
or contravene any law, statute, rule, regulatianlen judgment or decree to which Seller is
subject, (c) conflict with or result in a breachafconstitute a default by any party under any
contract, agreement, instrument or other docuneemthich Seller or any Member is a party or
by which Seller or any of its assets or properéiess bound or subject or to which any entity in
which Seller has an interest, is a party, or bycllany such entity is bound, or (d) result in the
creation of any Lien upon the Acquired Assets @ RBractice or any interest of the Members
therein.

4.5. Licenses and PermitsSchedule 4.5attached hereto contains a true, correct and
complete list and summary description of all Lieemhghat have been issued to Seller in
connection with the Acquired Assets or the Practitee “Seller License¥). To Seller’s
Knowledge, each License is valid, in good standing in full force and effect as of the date
hereof, no Seller License is subject to any Liemitation, restriction, probation or other
qualification and there is no default under anye®dlicense or any basis for the assertion of any
default thereunderSchedule 4.5specifies the holder of each Seller License andtkdr or not
such Seller License is transferable to Buyer. Bkder the Bankruptcy Case, to Seller's
Knowledge, there is no investigation, proceedingothrer action, threatened or pending, that
could result in the termination, revocation, liniba, suspension, restriction or impairment of
any Seller License or the imposition of any finenglty or other sanctions for violation of any
legal or regulatory requirements relating to anjieBd.icense or, to Seller's Knowledge, any
basis therefore, except as listedSwhedule 4.5 Seller has, and has had at all relevant tinikes, a
Licenses that are or were necessary to enabler Selbwvn the Acquired Assets and conduct and
be reimbursed for the Practice. All fees and cbswngith respect to the Seller Licenses have
been paid in full.

4.6. Ownership; No Subsidiaries. All of Seller's ownevghether direct or indirect
and including the Members, are listed®chedule 4.Gattached hereto. Seller does not own and
has not owned, either directly or indirectly, anterest or investment (whether debt or equity) in
or been a member of any corporation, partnersbipt yenture, business trust or other entity
during the previous twelve (12) month period, ex@pset forth oschedule 4.6
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4.7. Acquired Assets. Seller is the sole and excluggal and equitable owner of all
right, title and interest in, and has good, cl@atefeasible, insurable and marketable title tb, al
of the Acquired Assets free of all Liens, excepttiise capital leases and other indebtedness set
forth onSchedule 4.7attached hereto. The Acquired Assets together thghExcluded Assets
include all assets, properties and rights usedond useful by Seller in connection with the
Practice and that are necessary for Buyer to coatthe Practice as historically and currently
conducted following Closing.

4.8. Leases of Personal Property. For purposes of Algeeement, Personal
Property Lease$ means any lease, conditional or installment saletract, Lien or similar
arrangement to which any tangible personal propes®d by Seller in connection with the
operation of the Practice is subject. Except a$osth onSchedule 4.&ttached hereto, none of
the tangible personal property used by Seller mnegction with the operation of the Practice is
subject to a Personal Property Lease. Seller élageded to Buyer a complete and correct copy
of each Personal Property Lease listedSehedule 4.8 Except as set forth o&chedule 4.8
attached hereto, all of such Personal Property de@ase valid, binding and enforceable in
accordance with their respective terms and arelifdrce and effect. No Member is a party to
any Personal Property Lease. Except as set forchedule 4.8ttached hereto, Seller is not
in default under any of such Personal Property éga@amnd there has not been asserted, either by
or against Seller under any of such Personal Pipphe&ases, any notice of default, set-off or
claim of default, except as listed 8chedule 4.8and except for payment defaults in payment of
scheduled rents. The parties to such PersonakRyopeases other than Seller are not in default
of their respective obligations under any of suarsBnal Property Leases. There has not
occurred any event that, with the passage of timgivang of notice (or both), would constitute
such a default or breach under any of such Perstnoglerty Leases by any party thereto except
as listed orSchedule 4.8and except for payment defaults in payment oédaled rents. Each
Personal Property Lease is separately designat&tioedule 4.8as either a Personal Property
Lease that Seller has agreed to assign and tharBuag agreed to assume (each,Assigned
Personal Property Leas® or as a Personal Property Lease that shall taéne or rejected by
Seller (each, aTerminated Personal Property Leas®.

4.9. [Intentionally Omitted].

4.10. Absence of Certain Events. Except as notedonmedule 4.10attached hereto,
since December 31, 2013, with respect to the Recaxcept as noted @chedule 4.10to
Seller's Knowledge there has not been:

@) any material damage or destruction of any of theetasutilized in the
Practice by fire or other casualty, whether or oovered by insurance, except as listed on
Schedule 4.23;

(b) except in the ordinary course of business, anyitextion of any provider
agreement or other contract pursuant to which Sedleeives compensation or reimbursement
for patient care services in connection with thackce;

(c) except in the ordinary course of business, or otiser as necessary to
comply with any applicable minimum wage law, anyrgase in the salary or other
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compensation of any employee engaged in the Peaaicany increase in or any addition to
other benefits to which any such employee may Iidesh

(d) any extraordinary compensation, bonus or distribbutio Seller, the
Members or to any Affiliate of Seller or of any Mbar;

(e) any change in any of the accounting principles &etbjpy Seller, or any
change in Seller’s policies, procedures, or methatis respect to applying such principles;

() any dividends or distributions paid to the Membarsny other Affiliates
of Seller; or

(9) any action that if taken after the Effective Datewd constitute a breach
of any of the covenants in Section 6.1 below.

4.11. Legal Proceedings. Other than the Bankruptcy @asas listed orSchedule
4.11, there is no action, suit, litigation, proceedmginvestigation pending or threatened by or
against Seller or any Member (but in the case efMlembers, relating directly or indirectly to
the Practice or the Acquired Assets), and Sellex inat received any written or oral claim,
complaint, incident, report, threat or notice of @uch proceeding or claim and there is no basis
therefore, except for payment defaults and demdodgayment. There are no outstanding
orders, writs, judgments, injunctions or decreearof court, governmental agency or arbitration
tribunal against, involving or affecting SellergtRractice or the Acquired Assets, and there are
no facts or circumstances that may result in tegtution of any such action, suit, claim or legal,
administrative or arbitration proceeding or invgation against, involving or affecting Seller,
the Practice, the Acquired Assets or the transastmntemplated hereby, except as listed on
Schedule 4.11 To Seller's Knowledge, neither Seller nor thad®ice is in default with respect
to any order, writ, injunction or decree known toserved upon it from any court or any federal,
state, municipal or other governmental departmentnmission, board, bureau, agency or
instrumentality, domestic or foreign.

4.12. Payment Programs.

€)) All Payment Programs in which Seller has parti@paat any time during
the last three years are listed &thedule 4.12attached hereto (theSeller Payment
Programs’). Seller is in compliance with, and a participgt provider, in good standing, in,
each Seller Payment Program. There is no thredtenpending or concluded investigation, or
civil, administrative or criminal proceeding reladi to Seller’'s participation in any Payment
Program. Seller is not subject to, nor has it bsebjected to, any pre-payment utilization
review or other utilization review by any Paymenbdgtam. No Payment Program has requested
or threatened any audit, recoupment, refund, adjeist or set-off from Seller and there is no
basis therefor. No Payment Program has imposedea ffenalty or other sanction on Seller.
Neither Seller nor any Member has been excludeuh fparticipation in any Payment Program.
Seller has not submitted to any Payment Progranfasg or fraudulent claim for payment, nor
has Seller at any time violated in any materigbees any condition for participation, or any rule,
regulation, policy or standard of, any Payment Raog
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(b) To Seller's Knowledge, neither Seller nor any ofll&& Affiliates,
directors, managers, officers, employees or agagsdirectly or indirectly: (i) offered to pay to
or solicited any remuneration from, in cash, propesr in kind, or made any financial
arrangements with, any past or present patientustomer, past or present medical director,
physician, other health care provider, supplient@xtor, third party, or Payment Program to
induce or directly or indirectly obtain businesgpayments from such person, including any item
or service for which payment may be made in wholm gart under any federal, state or private
health care program, or for purchasing, leasingerng or arranging for or recommending,
purchasing, leasing, or ordering any good, fagilggrvice or item for which payment may be
made in whole or in part under any federal, statprivate health care program; (ii) given or
received, or agreed to give or receive, or is awlaat there has been made or that there is any
agreement to make or receive, any gift or gratgitpayment or benefit of any kind, nature or
description (including in money, property or seedgto any past, present or potential patient or
customer, medical director, physician, other healife provider supplier or potential supplier,
contractor, Payment Program or any other personpade or agreed to make, or is aware that
there has been made or received or that thereyisagreement to make, any contribution,
payment or gift of funds or property to, or for tpavate use of, any governmental official,
employee or agent where either the contributionyngnt or gift or the purpose of such
contribution, payment or gift is or was illegal wndhe laws of the United States or under the
laws of any state thereof or any other jurisdictionwhich such payment, contribution or gift
was made; (iv) established or maintained any umdecbfund or asset for any purpose or made
any false or artificial entries on any of its boads records for any reason; or (v) made or
received or agreed to make or receive, or is atvekethere has been made or received or that
there has been any intention to make or receiwepagment to any person with the intention or
understanding that any part of such payment woeldubed for any purpose other than that
described in the documents supporting such paymerd. Seller's Knowledge, all billing
practices of the Practice, Seller and all predexsss interest thereof with respect to all
Payment Programs have been true, fair and cornectracompliance with all applicable Laws,
and all regulations and policies of all such Payni®ograms, and to Seller's Knowledge, Seller
has not billed for or received any payment or rairsbment in excess of amounts permitted by
law or the rules and regulations of Payment Progranctontracts therewith.

(c) Neither Seller, nor any of its respective officemsanagers, directors or
employees: (i) has been or is currently suspenebecluded or debarred from contracting with
any governmental authority or from participatingany Payment Program or has been or is
subject to any fine, penalty, or sanction by anyegomental authority or pending or threatened
investigation, audit or proceeding by any governtalemauthority that could result in such
suspension, exclusion, or debarment; (ii) has lzssessed a civil monetary penalty under the
Civil Monetary Penalties Law (42 U.S.C. § 1320a-Gaany regulation promulgated thereunder;
(i) is or has been a party to a corporate intggagreement or settlement with the Office of the
Inspector General of the U.S. Department of Heaith Human Services or the Department of
Justice; (iv) has been convicted of any criminde$e relating, directly or indirectly, to the
delivery of any item or service reimbursable undey federal or state health care program; or
(v) has contracted with any person that has beés @rrrently suspended, excluded or debarred
from contracting with any governmental authority fsom participating in any Payment
Program.
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4.13. Compliance with Laws.

€)) To Seller's KnowledgeSchedule 4.13attached hereto lists all claims,
statements, and other matters (including all cpoedence or communications with
governmental agencies, contractors, intermediasresarriers) concerning or relating to any
federal or state government funded health carerpnoghat involves, relates to or alleges:
(i) any violation of any applicable rule, regulatjgolicy or requirement of any such program or
any irregularity with respect to any activity, ptiae or policy of Seller or the Practice; or (ifya
violation of any applicable rule, regulation, pglior requirement of any such program or any
irregularity with respect to any claim for paymest reimbursement made by Seller or the
Practice or any payment or reimbursement paid te/Ser the Practice. Except as set forth on
Schedule 4.13 there are no such violations or irregularities aoe there any grounds to
anticipate the commencement of any investigatiomaquiry, or the assertion of any claim or
demand by any government agency, contractor, irgeany or carrier with respect to any of the
activities, practices, policies or claims of Seller the Practice, or any payments or
reimbursements claimed by Seller. Seller is notezuly subject to any outstanding audit by any
such government agency, contractor, intermediarycarier, and there are no grounds to
anticipate any such audit in the foreseeable future

(b) To Seller's Knowledge, Seller has not received aantice to the effect
that, or otherwise been advised that, it or thectiRi@ is not in material compliance with any
Laws, except as set forth on Schedule 4.13 attalcbexto.

(c) Seller has not submitted any claim to any Paymeogram in connection
with any referrals that violated any applicable-seferral Law, including the Federal Ethics in
Patient Referrals Act, 42 U.S.C. § 1395nn (knownhas'Stark Law”), or any applicable state
self-referral Law.

(d) Seller has complied with all disclosure requirersesftall applicable self-
referral Laws, including the Stark Law and any aatile state self-referral Law.

(e) To Seller's Knowledge, neither Seller nor any A#fii€ of Seller has
knowingly or willfully solicited, received, paid affered to pay any remuneration, directly or
indirectly, overtly or covertly, in cash or kindrfthe purpose of making or receiving any referral
that violated any applicable anti-kickback Law,luting the Federal Health Care Program Anti-
Kickback Statute, 42 U.S.C. § 1320a-7b(b) (knowrthaes “Anti-Kickback Statute”), or any
applicable state anti-kickback Law.

() To Seller's Knowledge, Seller has not knowingly muitited any claim for
payment to any Payment Program in violation of &aws relating to false claim or fraud,
including the Federal False Claim Act, 31 U.S.@B789 et seq., the Federal False Claims Law,
42 U.S.C. § 1320a-7b(a), or any applicable stdse felaim or fraud Law.

(9) To Seller's Knowledge, Seller has complied in akpects with all
Environmental Laws and Seller has not received aotyce alleging any violation of any
Environmental Laws with respect to the Practice tbe Acquired Assets. Any past
noncompliance with Environmental Laws by or witbpect to the Practice is identified by Seller
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on Schedule 4.13&ttached hereto, and has been resolved withoup@mging, ongoing or future
obligation, cost or liability. There has been etease of Hazardous Materials in violation of any
Environmental Law on the Premises. There is nestsls or asbestos-containing material on the
Premises. Neither the execution of this Agreermamtthe consummation of the transactions
contemplated hereby will require any notice to @nsent of any governmental authority or third
party pursuant to any applicable Environmental Law.

(h) To Seller's Knowledge, Seller has complied with applicable
requirements of the Occupational Safety and He&tthand all applicable state equivalents, and
with all applicable regulations promulgated unday &uch legislation, and with all orders,
judgments, and decrees of any tribunal under sagtslation, that apply to the Practice, the
Acquired Assets or the Premises, and, except a$ogét on Schedule 4.13 Seller has not
received any notice alleging any material violatibereof.

0] To Seller's Knowledge, Seller has complied with abplicable security
and privacy standards regarding protected healtbrnration under the Health Insurance
Portability and Accountability Act of 1996, as arded (‘HIPAA ™), and all applicable state
privacy Laws.

()] To Seller's Knowledge, Seller has cared for itst jgaisl present patients in
accordance with all standards pertaining to longntecute care facilities, skilled nursing
facilities and applicable Laws. There are havenbee complaints or claims relating to the
patient care provided by Seller.

4.14. Employment Matters.

@) Schedule 1.5(ayontains a true and accurate list of each Sellepl&yee,
together with such person’s position, date of haairent salary, accrued paid time off, and
amount of any other accrued benefits to which quetson may be entitled or for which such
person has made either written or oral claim tdeBelhether or not such Seller Employee is
designated as a Transferring Employee. Sellephaksor made provision for the payment of all
accrued benefits and wages for all Seller Employle®aigh the Closing Date.

(b) Except as indicated cBchedule 1.5(g)no Transferring Employee (i) has
an employment agreement with Seller, whether writteoral, or (ii) has indicated that he or she
intends to terminate his or her employment witheé3edr seek a material change in his or her
duties or status. Each Seller Employee, incluéiagh Transferring Employee, who is required
to be licensed by applicable law is so licensed| eopies of such Licenses are attached to
Schedules 1.5(a)

(c) Seller has adequate levels of employee staffingotwduct the Practice.
The Transferring Employees constitute sufficientspanel to continue in all material respects
the operations of the Practice uninterrupted foilmathe Closing Date.

(d) (i) Seller is not a party to any collective bargagicontracts or any other
contracts, agreements or understandings with dmyr lanions or other representatives of the
Seller Employees (aLabor Contract”); (ii) Seller is not subject to any union organg
activities; (iii) Seller has not breached or othisenfailed to comply in any material respect with
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any provision of any Labor Contract, and there moegrievances outstanding against Seller
under any Labor Contract; (iv) there are no unfabor practice complaints pending against
Seller with respect to the Seller Employees betbeeNational Labor Relations Board or any
current union representation questions involvirg $ieller Employees; and (v) there is no strike,
slowdown, work stoppage or lockout or, to Sellé&isowledge, threat thereof, by or with respect
to the Seller Employees. The consent of any lalbaon that is a party to any Labor Contract is
not required to consummate the transactions corlgtetpby this Agreement.

(e) Buyer will not assume any liability or responsityilifor any benefit or
other obligations arising out of or under any Engpl® Benefit Plan to which any Transferring
Employee, or any Seller Employee who is not a TieEanag Employee, is or may be entitled to
without regard to whether such obligation or resuaitity arises under the terms of such
Employee Benefit Plan or applicable Law. Sellealistetain all liability and responsibility for
benefits, administration and compliance with thente of any and all Employee Benefit Plans
and applicable Laws with regard to any and all Eopeé Benefit Plans.

® No person employed by or affiliated with Seller leasployed or proposes
to employ any trade secret or any information ocuoentation proprietary to any former
employer and, no person employed by or affiliatathvseller has violated any confidential
relationship that such person may have had with thirg party while working on behalf of
Seller, and Seller has no reason to believe thasach event could occur.

4.15. Benefit Plan Compliance. Except as describe8dhedule 4.15ttached hereto,

Seller or its ERISA Affiliates does not maintain oontribute to, nor has any liability or
responsibility with respect to any Employee Benkfdan. Seller has not incurred any liability or
obligation (other than normal claims for benefitelar its welfare plans) under any provision of
ERISA or other applicable Law relating to any Enygle Benefit Plan. Each Employee Benefit
Plan has been established, maintained and admedste all material respects in compliance
with its terms and complies, both in form and ofiera with the applicable provisions of ERISA
(including the funding and prohibited transactigmevisions thereof), the Code, and all other
state and federal applicable Laws. No EmployeeeBeRlan is funded through a trust intended
to be exempt from tax pursuant to section 501 ef @ode. Neither Seller nor any ERISA
Affiliate has ever maintained or contributed to gugn or arrangement subject to Title IV of
ERISA or section 412 of the Code, a multiemploylanfas described in section 3(37) of ERISA
or a ‘multiple employer plan” as described in section 3(40) of ERISA or sectd3(c) of the
Code, and Seller has never had any liability widspect to any such plan sponsored or
maintained by an ERISA Affiliate. No Employee B&nBlan provides benefits, including death
or medical benefits (through insurance or otherwisgh respect to employees or former
employees beyond their retirement or other ternonatf service other than coverage mandated
by applicable Law. No Employee Benefit Plan thatai group health plan, as described in
section 5000(b)(1) of the Code is self-insured. Byaployee Benefit Plan liability, contingent or
otherwise, shall affect any of the Acquired Assegtsluding subjecting such Acquired Assets to
attachment, forfeiture, seizure liquidation or @secollateral. All contributions (including all
employer contributions and employee salary redactontributions), premiums and other
payments required to have been made under anyeofEthployee Benefit Plans in which
employees participate to any funds or trusts estadad thereunder or in connection therewith
have been made by the due date thereof and wipeceto any such contributions, premiums or
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other payments required that are not yet due,de@tent required by GAAP, adequate reserves
are reflected on the financial statements of thikeSer liability therefor was incurred in the
ordinary course of business consistent with pasttjme.

4.16. [Intentionally Omitted].

4.17. No Brokers. Neither Seller nor any Affiliate of Ilee has employed, either
directly or indirectly, or incurred any liabilityt any broker, finder or other agent in connection
with the transactions contemplated by this Agreeameeller and its Affiliates shall indemnify
and hold harmless Buyer from any claims broughéaty broker, finder or other agent claiming
to have acted on behalf of Seller or an AffiliateSeller in connection with the purchase and sale
of the Acquired Assets or the Practice.

4.18. Taxes. Seller has filed, or has caused to be, fdada timely basis and subject to
all permitted extensions, all Tax Returns with @gpropriate governmental agencies in all
jurisdictions in which such Tax Returns are requiite be filed, and all such Tax Returns were
correct and complete in all material respects. Tdkes that are shown as due on such Tax
Returns have been timely paid, or delinquenciescwith payment of any applicable penalties
and interest, as of the Closing Date. Except fnftted Encumbrances, there are no Liens for
Taxes on any Acquired Assets of Seller, no basst®kor the imposition of any Liens and the
consummation of the transactions contemplated isyAbreement will not give rise to any Liens
for Taxes on any Acquired Assets. No adjustmenbrofleficiency of any Tax or claim for
additional Taxes has been proposed, asserted,sadses threatened against Seller or any
member of any affiliated or combined group of whigéller is or was a member or for which
Seller could be liable, and there is no basis there Seller has no dispute with any taxing
authority as to Taxes of any nature. There arautbts or other examinations being conducted
or threatened, and there is no deficiency or reflitigiation or controversy in progress or
threatened with respect to any Taxes previously pai Seller or with respect to any returns
previously filed by Seller or on behalf of SelleBeller has not made any extension or waiver of
any statute of limitations relating to the assesgroe collection of Taxes. There are in effect no
powers of attorney or other authorizations to aengspns or representatives of Seller with respect
to any Tax. Buyer will have no liability for anyaXes related to the ownership or operation of
the Acquired Assets or the Practice for the permis to the Closing Date.

4.19. List of Contracts.

@) For purposes of this AgreementCdntracts” means all agreements,
contracts and commitments, written or oral, direcélated to the Practice, to which Seller is a
party or by which Seller or the Acquired Assetstlug Practice is bound including: (i) notes,
loans, credit agreements, mortgages, indenturesyrige agreements, operating leases, capital
leases and other agreements and instruments getatithe borrowing of money or extension of
credit and any contract of suretyship or guaraifyall employment and consulting agreements
and arrangements (including agreements for medigdctor services), and all bonus,
compensation, pension, insurance, retirement, efercompensation and other plans,
agreements, trusts, funds and other arrangementbddenefit of employees; (iii) agreements
with health care providers, including visiting ness associations, health maintenance
organizations, hospitals and long-term care faedjt(iv) agreements, orders or commitments for
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the purchase by Seller of inventories and supgles involve annual purchases exceeding
$10,000; (v) agreements, orders or commitmentghfersale or lease to customers of goods or
services that involve annual sales exceeding $00,0@) licenses of patents, copyrights,
trademarks and other intangible property rightsi) @greements or commitments for capital
expenditures in excess of $10,000 for any singbgept; (viii) provider and supplier agreements
with Payment Programs; (ix) any joint venture, parship or other agreement involving a share
of profits or losses; (x) any contract, agreemanaiwangements with any Affiliate; (xi) any
agreement restricting competition or the busineds/ides of any person or entity; (xii) any
agreement for the purchase or sale of any Acquisset; (xiii) all leases of real property; and
(xiv) any other agreements or obligations matetialthe Practice or the Acquired Assets,
including any agreement pursuant to which Selleeikgees any payment in excess of $10,000 per
year €.g., any clinical study program)Schedule 4.19%ontains a complete and correct list of
Contracts, including a complete description for angl Contracts. Each Contract is separately
designated oschedule 4.1%s either a Contract that Seller has agreed tgrassid that Buyer
has agreed to assume (each, Aasigned Contract) or as a Contract that will be retained or
terminated by Seller, in its discretion and abiisn expense (each, 8étained Contract’).

(b) [Intentionally Omitted].

(c) Seller has made no prepayments or deposits ungeCamtract except as
set forth orSchedule 4.19

(d) To Seller's Knowledge, the Contracts are valid &mting obligations
and in full force and effect and have been enten¢édl in the ordinary course of business,
consistent with past practice. Seller has notivedeany notice from any other party to a
Contract of the termination or threatened termaratthereof, nor any claim, dispute or
controversy thereon, and Seller has no Knowledgth@foccurrence of any event that would
allow any other party to accelerate, modify or teate any Contract, nor has Seller received
notice of any asserted claim of default, breachialation of, any Contract and there is no basis
therefor, except for payment defaults or as othe¥wget forth on Schedule 4.19(d) attached
hereto. Complete and correct copies of each Cartteve been made available to Buyer.

(e) Consummation of the transactions contemplated sy Algreement will
not constitute a default under any Contract (inicigdhe Assigned Contracts) nor will it trigger
any other provision in a Contract that would resula change in such Contract, including the
requirement for a transfer fee or new depositegnination thereof.

() At any time and from time to time on or before et to occur of (i) the
ninetieth (90th) day after Closing, (ii) dismissdithe Bankruptcy Case, (iii) conversion of the
Bankruptcy Case to a case under chapter 7 of tm&rBptcy Code, and (iv) entry of an order
confirming a chapter 11 plan in the Bankruptcy CaBayer may designate one or more
Discovered Contracts as an Assigned Contract ugor{1i0) days’ notice to the counterparty to
such Discovered Contract. In the event that suinterparty objects to the assumption and
assignment of the Discovered Contract, Buyer stiméict Seller or its successor to file the
appropriate motion with the Bankruptcy Court foe iissumption of such Discovered Contract.
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4.20. Real Properties.Schedule 4.20attached hereto sets forth a true and complete
description of all real property used in connectidgth the Practice (thePremises). Seller has
the right to use those Premises that it leases thomth parties, and the Premises are sufficient to
conduct the Practice as currently conducted. Skdeses the Premises free and clear of all
claims or rights of any third parties and, excepsat forth orSchedule 4.20the possession of
the Premises by Seller has not been disturbed andaim has been asserted against Seller
adverse to its rights in such Premises. All improents, fixtures and all structures on the
Premises and the current uses of the Premisesroondéoall applicable federal, state and local
laws, building, health and safety and other ordoean laws, rules and regulations. Applicable
zoning laws permit the presently existing improvatseand the conduct and continuation of the
Practice as being conducted on the Premises. r 8&lles no real property.

4.21. Financing Statements. There are no financing rstés under the Uniform
Commercial Code that name Seller as debtor ordeBlsel in any state, except as set forth on
Schedule 4.2lattached hereto. Except for those no longer fiecefSeller has not signed any
financing statement or any security agreement undiéch a secured party thereunder may file
any such financing statement.

4.22. Transactions With Affiliates. No Member, directofficer or employee of Seller
or member of the family of any such person, or eonporation, partnership, trust or other entity
in which any such person, or any member of the [faofi any such person, has a substantial
interest or is an officer, director, trustee, partar holder of any equity interest, is a partyaty
transaction with Seller with respect to the Practc any of the Acquired Assets, including any
contract, agreement or other arrangement provittinghe employment of, furnishing of goods
or services by, rental of real or personal propéudyn or to or otherwise requiring payments or
involving other obligations to any such person iomf and which will survive the Closing,
except as listed oncBedule 4.22

4.23. Insurance. Seller is, and will through the Closibgte be, insured with
responsible insurers (including general liabilingurance coverage of the Acquired Assets and
Premises and professional liability coverage) agjaiisks normally insured against by similar
businesses under similar circumstanc&shedule 4.23attached hereto correctly describes, by
type, carrier, policy number, limits, premium angbieation date, the insurance coverage carried
by Seller, which insurance will remain in full fe&r@and effect in accordance with policy terms,
with respect to all events occurring prior to tHesihg Date. Schedule 4.23also states whether
each such policy is carried on aldims made” or “occurrence” basis. All such insurance
policies are owned by and payable solely to Seleller has not failed to give any notice or
present any claim under any such policy or bindedue and timely fashion, has not received
notice of cancellation or non-renewal of any suciicy or binder and is not aware of any
threatened or proposed cancellation or non-renewahy such policy or binder. Except as set
forth on Schedule 4.23there are no outstanding claims under any sutibypthat have gone
unpaid for more than 30-days, or as to which tiseiner has disclaimed liability. All premiums
due on such policies have either been paid ontifyet due, accrued.

4.24. Inventory. Seller has maintained sufficient medstgpplies and office inventory
for the Practice consisting of items of a qualihdauantity usable or saleable in the ordinary
course of business at levels consistent with thes@tained by medical practices of similar size
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and providing similar services as the Practicel. oABeller’s inventory is in good condition in all
material respects, and is suitable and usabl&égptirposes for which it is intended.

4.25. Intellectual Property. Schedule 4.25attached hereto sets forth a list of
Intellectual Property owned, controlled or used 3sller, together in each case with a brief
description of the nature of such right. All Seltevned fictitious or assumed business names,
patents, copyrights and trademarks listedsahedule 4.25are valid and in full force and all
applications listed therein as pending have beesguuted in good faith as required by law and
are in good standing. There has been no infringerbg Seller or any of its Affiliates with
respect to any Intellectual Property rights of asheSeller owns or possesses adequate licenses
or other rights to use all Intellectual Propertgessary or desirable to conduct the Practice as
conducted, none of which rights will be impaired tye consummation of the transactions
contemplated by this Agreement, and all of thetagif Seller thereunder will be enforceable by
Buyer immediately after Closing without the consentigreement of any other party. None of
the Intellectual Property listed iBchedule 4.25s involved in any interference or opposition
proceeding, and there has been no written noticeived by Seller or any other indication that
any such proceeding will hereafter be commencectef as set forth o&chedule 4.25Seller
has not granted any person or entity any righicenke to use any of the Intellectual Property for
any purpose.

ARTICLE V
REPRESENTATIONS AND WARRANTIES OF BUYER

Buyer hereby represents, warrants and covenai@sller, as of the Effective Date and as
of the Closing Date, as follows:

5.1. Organization, Good Standing and Qualification. &uig or prior to Closing will
be a limited liability company duly organized, \iyi existing and in good standing under the
laws of the State of Delaware. Buyer has all reitgiicorporate power and authority to enter into
this Agreement and to carry out and perform itsgalblons under the Acquisition Agreements to
which Buyer is a party.

5.2. Authorization; Binding Agreement. Buyer has thepovate power and authority
to execute and deliver this Agreement, and to cautythe transactions contemplated hereby.
The execution and delivery by Buyer of the AcquositAgreements to which Buyer is a party
and all of the documents and instruments requiteteby and the consummation of the
transactions contemplated hereby and thereby haem luly authorized by all requisite
company action on the part of Buyer. The AcqusithAgreements to which Buyer is a party and
each of the other documents and instruments retjliezeby have been duly executed and
delivered by Buyer and constitute the valid andllrig obligations of Buyer, enforceable against
Buyer in accordance with their respective terms.

5.3. Legal Proceedings. There are no actions, suitgation, or proceedings pending
or, to Buyer's knowledge without inquiry, threatdnagainst Buyer that could materially
adversely affect Buyer's ability to perform its iations under this Agreement or the
consummation of the transactions contemplated isyAgreement.
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5.4. No Brokers. Buyer has not employed, either diyeatlindirectly, or incurred any
liability to, any broker, finder or other agentdgannection with the transactions contemplated by
this Agreement. Buyer shall indemnify Seller faryaclaims brought by any broker, finder or
other agent claiming to have acted on behalf ofdBury connection with this sale.

5.5. No Violation. The execution, delivery, complianegth and performance by

Buyer of the Acquisition Agreements to which Bujger party and each of the other documents
and instruments delivered in connection therewdmdt and will not (a) violate or contravene
the articles of organization or operating agreemaniamended to date, of Buyer, (b) to Buyer’s
knowledge without inquiry, violate or contraveneyalaw, statute, rule, regulation, order,
judgment or decree to which Buyer is subject, grc@nflict with or result in a breach of or
constitute a default under any contract, agreemesirrlument or other document or contract to
which Buyer is a party or by which Buyer or anyitsfassets or properties are bound or to which
Buyer or any of its assets or properties are stibjec

5.6. Neither Buyer, nor, to Buyer’'s knowledge withoutuiry, any of its respective
officers, directors, managers or employees: (§ b@en or is currently suspended, excluded or
debarred from contracting with any governmentalharty or from participating in any
governmental program or is subject to any pendingthoeatened investigation, audit or
proceeding by any governmental authority that caekult in such suspension, exclusion, or
debarment, (ii) has been assessed a civil mongmglty under the Federal Civil Monetary
Penalties Law (42 U.S.C. § 1320a-7a) or any reguigiromulgated thereunder; (iii) is or has
been a party to a corporate integrity agreemerdettement with the Office of the Inspector
General of the U.S. Department of Health and Hur8arvices or the DOJ; or (iv) has been
convicted of any criminal offense relating, dirgctlr indirectly, to the delivery of any item or
service reimbursable under any federal or staté#theare program.

5.7. Neither Buyer nor, to Buyer's knowledge without iy, any of its respective
directors, managers, officers or employees or dnyscsubsidiaries, directly or indirectly, has
made or offered to make, or solicited or receivatly contribution, gift, bribe, rebate, payoff,
influence payment, kickback or inducement to anysge or entered into any financial
arrangement, regardless of form: (i) in violatidrttee federal Anti-Kickback Statute (42 U.S.C.
81320a-7b), the federal Physician Self-Referrahif§tLaw (42 U.S.C. 81395nn), the Federal
Civil Monetary Penalties Law (42 U.S.C. § 1320a;&&) any analogous state laws; or (ii) to
obtain or maintain favorable treatment in secubinginess in violation of any applicable Law.

5.8. Buyer’s policies with respect to maintaining theatdentiality and nondisclosure
of consumer personal identification information gratient records are at least as protective of
consumers’ and patients’ rights and informatiortles Seller’'s policies or, if Buyer does not
have such policies in place as of the Closing Dtger shall adopt Seller’s policies.

ARTICLE VI
COVENANTS

6.1. Conduct of the Practice Pending Closing. Betwé®n Effective Date and the
Closing Date, and subject to any limitations anstrretions created by the lack of available
funds or the provisions of the Bankruptcy CaseessBuyer consents in writing, (i) Seller shall
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conduct the Practice only in, and Seller shalltaké any action except in, the ordinary course of
business consistent with past practice, (i) Sedleall use commercially reasonable efforts to
keep available the services of Seller Employeestamiteserve the current relationships of the
Practice with such of the patients, suppliers, phgss and other persons with which Seller has
significant business relations so to preserve smlisily intact the Practice, and (iii) Seller dhal
use commercially reasonable efforts to preservacinthe Acquired Assets. By way of
amplification and not limitation, between the Etfee Date and the Closing Date, the Seller
shall not, and shall neither cause nor permit ahyseller's Affiliates, Members, officers,
directors, managers, employees and agents totlgicedndirectly, do, or agree to do, any of the
following with respect to the Practice or the Aagdi Assets, without the prior written consent
of Buyer, except as permitted by an order of thekBaptcy Court:

€)) Sell, pledge, dispose of, grant, transfer, leaseense, guarantee,

encumber, or authorize the sale, pledge, disposigoant, transfer, lease, license, guarantee or
encumbrance of the Practice, or any membershipeisite of Seller (including any membership
interests held by any Member), or any of the AcegliAssets except in the ordinary course of
business and in a manner consistent with pastipeaptovided that the aggregate amount of
any such sale or disposition (other than a satismosition of products or other inventory in the
ordinary course of business consistent with pasttme, as to which there will be no restriction
on the aggregate amount), or pledge, grant, trarisfese, license, guarantee or encumbrance of
such property or assets will not exceed $10,000;

(b) Acquire (including by merger, consolidation or asifion of stock or
assets) for or in connection with the Practice amgrest in any corporation, partnership, other
business organization, person or any division thfepe any assets, other than (i) acquisitions of
assets in the ordinary course of business consistéh past practice that are not, in the
aggregate, in excess of $10,000, or (ii) purchasfesnventory for resale or consumption
(whether for cash or pursuant to an exchange)erotdinary course of business and consistent
with past practice;

(c) Enter into, amend, terminate, cancel or make anyemah change in any
Contract or Personal Property Lease;

(d) Make or authorize any capital expenditure, divideaddistributions;

(e) Increase the compensation payable or to becomebleaya any Seller

Employee, except for increases in the ordinary sewf business in accordance with past
practices in salaries or wages of such employeegramt any rights to severance or termination
pay to, or enter into any employment or severargreeanent with, any Seller Employee, or
establish, adopt, enter into or amend any collechargaining, bonus, profit sharing, thrift,
compensation, pension, retirement, deferred congbems employment, termination, severance
or other plan, agreement, trust, fund, policy oraagement for the benefit of any Seller
Employee;

() Modify any material accounting policies, procedusesnethods; or
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(9) Take any action that could result in the represemta and warranties set
forth in Article 1V above becoming false or inacate;

(h) Take any action or fail to take any action thatIdoresult in a Seller
Material Adverse Effect.

6.2. Notice by Seller of Certain Events. Seller shallegprompt written notice to
Buyer of (a) any notice or other communication framy person alleging that the consent of
such person is or may be required in connectiom whe consummation of the transactions
contemplated by this Agreement; (b) any noticetbencommunication from any governmental
entity in connection with the transactions conteatgad by this Agreement; (c) any actions, suits,
claims, investigations or proceedings commenced torthe best of Seller's knowledge,
threatened against, relating to or involving oreottise affecting Seller, the Practice or the
Acquired Assets or the transactions contemplatedhisy Agreement; (d) the occurrence of a
breach or default or event that, with notice orslpf time or both, could become a breach or
default under this Agreement or any Contract os®aal Property Lease; (e) any Seller Material
Adverse Effect, event or circumstance that is likel delay or impede the ability of Seller to
consummate the transactions contemplated by thisehgent or to fulfill its obligations set forth
herein; (f) any incurrence of indebtedness for @@ad money or any issuance of any guarantee
for any debt; or (g) any waiver, release, settlenmencompromise of any claims or litigation.
Buyer’s receipt of information pursuant to this @t 6.2 shall not operate as a waiver or
otherwise affect any representation, warranty aeagent given or made by Seller in this
Agreement and shall not be deemed to amend or exmgplt the Schedules hereto.

6.3. Consents and Approvals.

€)) Consents. Unless otherwise agreed to in writingBlyer, Seller shall

obtain prior to the Closing Date all Third PartyrSents and Governmental Approvals. If a
Third Party Consent or Governmental Approval is abtained and delivered at Closing and
Buyer waives in writing such requirement, (i) neiththis Agreement nor any action taken
hereunder will be deemed to constitute an assighofesny Acquired Asset or any Contract if
such assignment or attempted assignment woulditdesh breach, or cause a violation, of any
License or Contract or result in the loss or ditimmu of any rights thereunder or acceleration of
any obligations thereunder, and (ii) Seller shalbmerate with Buyer in any reasonable
arrangement proposed by Buyer designed to provigdgeBwith the benefits of the Acquired
Asset and Contract as to which such Third Partys€onrelates, including enforcement by
Seller, for the account and benefit of Buyer, of amd all rights of Seller against any other
person arising out of the breach or cancellatiomrof such License or Contract by such other
person or otherwise; provided that if the Sale ©mgproves the assignment of an Acquired
Asset or Contract without regards to any Third y&obnsent, any such Third Party Consent
need not be delivered by Seller.

(b) Cooperation. Buyer and Seller shall each use cauially reasonable
efforts after the Closing Date to pursue the TRHedty Consents and Governmental Approvals to
the extent not previously obtained in connectiothwhe consummation of the transactions
contemplated hereunder. Each of the parties hatet), from time to time after the Closing
Date, upon the reasonable request of any othey pareto and at the expense of such requesting

-21 -



Case 14-10367-PJW Doc 23-3 Filed 02/25/14 Page 27 of 73

party, duly execute, acknowledge and deliver akthsdurther instruments and documents
reasonably required to further effectuate the @gtsr and purposes of this Agreement.

(c) In the event any Governmental Approval cannot imely obtained due to

Seller's average length of stay not satisfying taguy requirements, then the parties hereby
agree to modify the terms of this Agreement prithe Closing as may be necessary so that
such Governmental Approval may be obtained or islommger required in order to timely
consummate a transaction (a) that will not con&tituchange of ownership under Medicare laws
and regulations, (b) compliant with all applicafdeeral, state or other governmental laws, rules
and regulations and (c) providing Buyer and Selldth the same economic result as
contemplated by the terms of this Agreement.

6.4. Seller shall prepare and deliver to Buyer as s@oreasonably practicable, but in
no event later than twenty (20) days prior to thé deadline established in the Bidding
Procedures Order, copies of the proposed ScheddeBer hereby agrees that the Acquired
Assets shall include substantially all of the assédtthe Company that are subject to the Liens
securing the Prepetition Loan Facility and the Bi#ility (none of which shall be Excluded
Assets other than the excluded assets enumerate8edation 1.2 clauses (i) thru (xiii)
and (xv)). Buyer shall have three (3) business @dter delivery of such proposed Schedules to
respond with any comments and to acknowledge jisoapl thereof (which approval will not be
unreasonably withheld). Any Schedules to which @ugoes not object to with a timely
response shall be deemed accepted by Buyer. Saidirfile on the docket of the Bankruptcy
Case copies of the completed Schedules on or biéferéate that is fifteen (15) days prior to the
bid deadline established in the Bidding Proced@eder. Seller and Buyer agree to work in
good faith to resolve any issues relating to thee8ales.

6.5. [Intentionally Omitted].

6.6. Preservation of and Access to Information and R¥scor

@) After the Closing, Buyer shall keep and preservamadical records and
other books and records relating to the Practiddoarthe Acquired Assets existing as of the
Closing and that are delivered to Buyer by Sepeoyvided that, subject to the last two sentences
of this sub-section, Buyer may dispose of such rdscon accordance with Buyer’s records
retention and disposition policies from time toaiimn effect. Upon reasonable notice, subject to
patient confidentiality and during regular businbssirs and at mutually agreeable times, Buyer
will afford the representatives of Seller, inclugliils counsel and accountants, full and complete
access to, and copies of (at the sole cost anchegpa Seller), the patient medical records and
other books and records transferred to Buyer asi@do Notwithstanding the foregoing, should
Buyer wish to destroy such records or any portloerdof, Buyer shall first notify Seller of its
intent and Seller will have 30-days following itsceipt of such notice to notify Buyer of its
intent to reclaim any such records in whole or artp Seller shall take possession of such
records no later than ten days following Sellegswkry of such notice of intent.

(b) After the Closing, Seller shall keep and preseivenadical records and
other records of the Practice as of Closing thatret delivered to Buyer by Seller and that are
required to be kept and preserved by applicable lbawn connection with any claim or
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controversy pending at Closing involving the Pragtprovided, that, subject to the last two
sentences of this sub-section, Seller may dispbsaiach records in accordance with Seller’s
records retention and disposition policies frometita time in effect. From and after the Closing
Date, for such period as is required by Law or amreection with any claim or controversy
pending at Closing involving the Practice, Buyed &eller shall retain and make available to
representatives of Seller or Buyer, respectivehgluding its counsel and accountants, upon
reasonable notice, subject to patient confidemyiadnd during regular business hours and at
mutually agreeable times, full and complete act@sand copies of (at the sole cost and expense
of Buyer), any such records of the Practice ortiredato the Acquired Assets prior to the Closing
Date and access to personnel as may be reasoretdgsary to comply with applicable Law,
prepare tax returns, or to resolve any such pendisgute. Notwithstanding the foregoing,
should Seller wish to destroy such records or anyign thereof, Seller shall first notify Buyer
of its intent and Buyer will have 30-days followiitg receipt of such notice to notify Seller of its
intent to reclaim any such records in whole or artp Buyer shall take possession of such
records no later than ten days following Buyer'Bwéey of such notice of intent.

6.7. [Intentionally Omitted].

6.8. Access to Information. From the date hereof uttitd Closing, Seller shall (a)
afford Buyer and its representatives full and faeeess to and the right to inspect all of the real
property, properties, assets, premises, books atatds, Contracts and other documents and
data related to the Practice; (b) furnish Buyer #@sdrepresentatives with such financial,
operating and other data and information relatedthi® Practice as Buyer or any of its
representatives may reasonably request; and (chabshe representatives of Seller to cooperate
with Buyer in its investigation of the Practice.nyAinvestigation pursuant to this Section 6.8
shall be conducted in such manner as not to imen@reasonably with the conduct of the
Practice or any other businesses of Seller. Nestgation by Buyer or other information
received by Buyer shall operate as a waiver orrotise affect any representation, warranty or
agreement given or made by Seller in this Agreement

ARTICLE VII
CONFIDENTIALITY

7.1. Confidentiality.

€)) All information not disclosed to the public by S®lregarding the Practice
and the medical information of any patient curngméceiving treatment or having previously
received treatment at the Practice that is compnledbbtained by, or furnished to Buyer or any
of its agents or employees in the course of its diigence review of the Practice is
acknowledged to be confidential information, tragerets and the exclusive property of Seller
through the Closing Date, and of Buyer thereatiad all information not disclosed to the public
by Buyer regarding Buyer's business or operatiomsacknowledged to be confidential
information, trade secrets and the exclusive ptgpef Buyer (collectively, Confidential
Information ”).

(b) Each of the parties shall not divulge, directly owirectly, any
Confidential Information of the other party in amanner contrary to the interests of such party,
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use or cause or suffer to be used any Confidemti@mation in competition with such party, or
use Confidential Information in violation of thetgats’ confidentiality rights under HIPAA or
any applicable state Law. Each of the parties eskedges that the breach or threatened breach
of the provisions of this Section 7.1 would causeparable injury to the other party that could
not be adequately compensated by money damagescordhtgly, a party may obtain a
restraining order and/or injunction prohibiting i@e&ch or threatened breach of the provisions of
this Section 7.1, in addition to any other legalequitable remedies that may be available. If
requested by legal process to disclose any Cortfaldnformation of another party, the party in
receipt of such request shall promptly give noticereof to the other party so that such party
may, at its own cost and expense, seek an appt@pratective order or, in the alternative,
waive compliance to the extent necessary to comly such request if a protective order is not
obtained. If a protective order or waiver is geahtthe party subject to such legal process may
disclose the Confidential Information to the extesfuired by such court order or as may be
permitted by such waiver. Notwithstanding any pairtthe foregoing, Buyer may disclose
Confidential Information for the purpose of complgiwith government filing requirements and
for the purpose of issuing a press release abeutdhsaction following the Closing Date.

(© The term ‘Confidential Information” does not include information that

() is at the time of disclosure or later becomeseagally known to the public or within the
industry or segment of the industry to which sucforimation relates without violation by a
party of any of its obligations hereunder and riobaigh any action by any of its directors,
managers, officers, employees or agents which,orhmitted by such party, would have
constituted a violation by it of any of its obligais hereunder; (ii) at the time of disclosure to
the other party was already known by such othetypar (iii) after the time of the disclosure to
the other party, is received by such party fromhadt party which, to such party’s best
knowledge, is under no confidentiality obligationtlwrespect thereto.

ARTICLE VI
CONDITIONS PRECEDENT TO BUYER'S
PERFORMANCE AND TO SELLER’S PERFORMANCE

8.1. Conditions to Buyer's Obligations. The obligatiomd Buyer under this
Agreement are subject to the satisfaction of tHeweng conditions on or prior to the Closing
Date, all or any of which may be waived in writing Buyer:

(@) All representations and warranties made by Sefighis Agreement and
in any written statements delivered to Buyer urttexy Agreement shall be true and correct as of
the Effective Date and as of the Closing Date asidh made on such dates, except for any
failures of the representations or warranties tedérue and correct that, taken together, do not
result in or constitute (and are not reasonablglyiko result in or constitute) a Seller Material
Adverse Effect.

(b) Seller shall have performed, satisfied and compheall material respects

with all obligations and covenants required by thggeement to be performed or complied with
by them on or prior to the Closing Date.
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(c) Seller shall have executed and delivered to Bulger Assignment and
Assumption and Bill of Sale in the form attachedel® asExhibit A, dated and effective as of
the Closing Date.

(d) Seller shall have delivered to Buyer all other doents required to be
delivered by them hereunder, and all such docunsdrat have been properly executed by each
of them, if applicable.

(e) Subject to Section 6.3(c), Buyer shall have reakivem Seller all Third
Party Consents and Governmental Approvals in fomd aubstance satisfactory to Buyer,
effective as of the Closing Date, if any, unlesshsiihird Party Consent is not required pursuant
to the Sale Order, provided that the Closing magxtiended by Seller, at its option, for up to an
additional 30 days if necessary and if all of thbeo conditions in_Article VIII have been
satisfied in order for this Section 8.1(e) to bes$iad.

() The Bankruptcy Court shall have entered an ordehoazing the
assumption and assignment of the Real Propertyelseaisd approving any modification to the
Real Property Leases in form and substance sabsyato Buyer and lessors of the Real
Property Leases.

(9) All schedules and exhibits attached to this Agrednee delivered to
Buyer by Seller pursuant to this Agreement.

(h) The Bankruptcy Court shall have entered the SaldeOm accordance
with Section 11 below and the Sale Order shall HB@me final and non-appealakpegvided
that the Closing may be extended by Seller, abptson, for up to an additional 30 days to the
extent necessary for this condition to be satisfied

(1) All of the Assigned Contracts and Assigned Persdtralperty Leases
shall have been validly assumed and assigned udeetion 365 of the Bankruptcy Code to
Buyer pursuant to the Sale Order.

()] Buyer has not received any notice or notices puntsieaSection 6.2 of this
Agreement which in the aggregate could be reasgrefgected to be materially adverse to the
condition (financial or otherwise), properties, etssliabilities, businesses, operations, reslilts o
operations or prospects of the Practice or the &edlAssets.

8.2. Conditions to Seller's Obligations. The obligasorof Seller under this
Agreement are subject to the satisfaction of thieweng conditions, on or prior to the Closing
Date, all or any of which may be waived in writing Seller:

€)) All representations and warranties made by Buyehis Agreement and
in any written statements delivered to Seller uridexr Agreement shall be true and correct in all
material respects as of the Effective Date andfakeoClosing Date as though made on such
date.
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(b) Buyer shall have performed, satisfied and compheall material respects
with all obligations and covenants of Buyer reqdifgy this Agreement to be performed or
complied with by it on or prior to the Closing Date

(c) Buyer shall have delivered to Seller all documeatgiired to be delivered
by Buyer hereunder, and all such documents shak leeen properly executed by Buyer, if
applicable.

(d) Buyer shall have executed and delivered to SeHer Assignment and
Assumption and Bill of Sale in the form attachedel® asExhibit A, dated and effective as of
the Closing Date.

(e) The Bankruptcy Court shall have entered the Bidddngcedures Order
and the Sale Order in accordance with Section Idwband the Sale Order shall have become
final.

8.3. No Injunction or Action. The obligations of bothuyger and Seller under this
Agreement are conditioned upon there being, ashef €losing Date, no preliminary or
permanent injunction or other order, decree ongulssued by a court of competent jurisdiction
or by a governmental agency concerning this Agrertteat would make illegal or otherwise
prevent consummation of this Agreement in accordanith its terms, and no proceeding or
action brought by any governmental authority segkie foregoing shall be pending.

ARTICLE IX
[INTENTIONALLY OMITTED]

ARTICLE X
MISCELLANEOUS

10.1. Termination. = This Agreement may be terminated ahe transaction
contemplated hereby may be abandoned at any timetprthe Closing Date as follows:

(@) By mutual written consent of Buyer and Seller;

(b) By Buyer at any time after 15 business days folimnihe date hereof, if
Seller has not filed the Sale Motion with the Bargtcy Court on or before such date;

(c) By Buyer or Seller at any time after 30 days folilogvthe date hereof, if
the Bidding Procedures Order is not entered oretwrb such date;

(d) By Buyer or Seller at any time after 45 days foliogvthe entry of the
Bidding Procedures Order, if the Sale Order hadreh entered on or before such date;

(e) By Seller upon or after the entry of a Sale Ordgsraving a transaction

with another party that has submitted a Competimdy tBat has been accepted by Seller in
accordance with Section 11.3 hereof;
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() Subject to any extension rights of Seller as exgbyeset forth herein under
Section 8.1 or otherwise, by either Buyer or Selfe€losing has not occurred on or before May
15, 2014 provided that the right to terminate this Agreement undhés Section 10.1(e) will not
be available to the party whose failure to fuldily obligation under this Agreement has been the
cause of, or resulted in, the failure of Closingtaur on or before such date;

(9) Subject to_Section 4.3(a) hereof, by either Buyes@ller, if any order or
other legal restraint or prohibition preventing temsummation of the transaction contemplated
by this Agreement has been issued by any govermahauathority or any Law has been enacted
or adopted that enjoins, prohibits or makes illegmisummation of the transaction;

(h) By Buyer, upon a breach of, or failure to perfommany material respect
(which breach or failure cannot be or has not brgad within 30 days after the giving of notice
of such breach or failure), any representationravdy, covenant or agreement on the part of
Seller set forth in this Agreement, such that adaon set forth in Section 8.1 above would not
be satisfied; or

(1) By Seller, upon a breach of, or failure to perfdnmany material respect
(which breach or failure cannot be or has not leead within 30 days after the giving of notice
of such breach or failure), any representation,ravdy, covenant or agreement on the part of
Buyer set forth in this Agreement, such that a doomdset forth in_Section 8.2 above would not
be satisfied.

10.2. Notice of Termination; Effect of Termination. His Agreement is terminated by
either Buyer or Seller pursuant to Section 10.18g9¢ction 10.1(c), Section 10.1(d), Section
10.1(e), Section 10.1(f), Section 10.1(g), or Swecti0.1(h) above, the terminating party will
give prompt written notice thereof to the non-terating party. If this Agreement is terminated
pursuant to_Section 10.1 above, this Agreement lwallof no further effect, there will be no
liability under this Agreement on the part of eitlByer or Seller and all rights and obligations
of each party hereto will cease.

10.3. Expenses. Except as otherwise specified hereah ehthe parties hereto shall
pay its own fees, costs and expenses incurred nnemion with the negotiation, preparation,
execution and delivery of this Agreement and thensoonmation of the transactions
contemplated hereby.

10.4. Entire Agreement; Amendment. The Acquisition Agneats, together with their
Schedules and Exhibits and all ancillary agreemants exhibits and schedules thereto to be
delivered at Closing, contain the entire understanof the parties with respect to the subject
matter hereof and supersede all prior agreemattigy @ral or written. This Agreement may not
be amended, or any term or condition waived, untégeed by the party to be charged or
making the waiver. Each party to this Agreemerknawledges that no representations,
inducements, promises, or agreements, orally aratee, have been made by any other party,
or by anyone acting on behalf of any other patigt fire not embodied herein, and that no other
agreement, statement or promise not containedsrAtireement will be valid or binding.
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10.5. Assignment. No party hereto shall assign or otisawransfer this Agreement or
any of its rights hereunder, or delegate any oblitgations hereunder without the prior written
consent of the other partgrovided that Buyer will be permitted, without the consentSeller,
to assign or otherwise transfer this Agreementryr @ its rights hereunder to any Affiliate of
Buyer so long as Buyer shall guarantee paymenhefPurchase Price (which Purchase Price
shall be paid in immediately available funds viaentransfer in the event Affiliate is not
permitted to credit bid any indebtedness underi@e@63(k) of the Bankruptcy Code) and the
performance by such Affiliate of its obligationsden the Assigned Personal Property Leases
and the Assigned Contracts. Subject to the forggothis Agreement and the rights and
obligations set forth herein will inure to the b&nef, and be binding upon the parties hereto,
and each of their respective successors, heirassigns, without novation.

10.6. Counterparts. This Agreement may be executed enammore counterparts, any
one of which need not contain the signatures opaities, but all of which counterparts when
taken together will constitute one and the sameeagent. Facsimile copies of signatures will be
deemed originals for all purposes hereof and g paaty produce such copies, without the need to
produce original signatures, to prove the existasfcthis Agreement in any proceeding brought
hereunder.This Agreement, and any executed counterpart afreasire page to this Agreement,
may be transmitted by fax or e-mail, and deliveram executed counterpart of a signature page to
this Agreement by fax or e-mail will be effective @elivery of a manually executed counterpart of
this Agreement.

10.7. Law Governing Agreement; Bankruptcy Court Jurigditt This Agreement shall
be construed and interpreted according to theriatdaws of the State of New York without
regard to any conflicts of law provisions. The tjgsr agree that the Bankruptcy Court shall
retain jurisdiction to enforce the provisions ofsttAgreement, the Bidding Procedures Order,
and the Sale Order. With respect to the abovedigtion, the parties expressly and irrevocably
(a) consent and submit to the personal jurisdictadnsuch court in any such action or
proceeding, (b) waive any claim or defense in amghsaction or proceeding based on any
alleged lack of personal jurisdiction, improper wenorforum non conveniens or any similar
basis, and (c) waive all rights, if any, to triay fury with respect to any such action or
proceeding.

10.8. Schedules and Exhibits. The Schedules and Exhétteeched hereto are an
integral part of this Agreement. All exhibits asdhedules attached to this Agreement are
incorporated herein by this reference and all exfees herein to this “Agreement” mean this
Asset Purchase Agreement together with all suchb#ghand schedules, and all ancillary
agreements and exhibits and schedules theretodelivered at Closing.

10.9. Severability. Any provision hereof that is heldke prohibited or unenforceable
in any jurisdiction will, as to such jurisdictiobe adjusted rather than avoided, if possible, to
achieve the intent of the parties to this Agreenterthe extent possible without in any manner
invalidating the remaining provisions hereof.

10.10.Notices. All notices or other communications reedior permitted hereunder

must be in writing and will be deemed properly gitbree business days after being sent by
registered or certified mail, postage prepaidhtoparties at the address listed below:
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If to Seller: Restora Healthcare Holdings, LLC
c/o Alvarez & Marsal Healthcare Industry Group, LLC
100 Pine Street, Suite 900
San Francisco, California 94111
Attn: George D. Pillari

-with a copy to-

DLA Piper LLP (US)

1251 Avenue of the Americas
New York, New York 10020
Attn: Thomas R. Califano, Esq.

If to Buyer: PHX Hospital Partners, LLC
c/o Polsinelli P.C.
2501 N. Harwood, Suite 1900
Dallas, Texas 75201
Attn: James H. Billingsley, Esq.

10.11.Representation by Counsel. Each party hereto adkdges that it has been
advised by legal and any other counsel retaineduioi party in its sole discretion. Each party
acknowledges that such party has had a full oppitytto review this Agreement and all related
exhibits, schedules and ancillary agreements amégotiate any and all such documents in its
sole discretion, without any undue influence by ather party hereto or any third party.

10.12.Construction. The parties have participated jginti the negotiations and
drafting of this Agreement and if any ambiguityqurestion of intent or interpretation arises, no
presumption or burden of proof will arise favoring disfavoring any party by virtue of the
authorship of any of the provisions of this Agreaine

10.13.Certain References. As used in this Agreement,usnbelss the context requires
otherwise: references tantlude’” or “including” mean including without limitation and are
intended to be illustrative and not restrictivetteg word or phrase to which they refer; references
to “partners’ mean general and limited partners of partnerships members of limited liability
companies; references tpartnerships’ mean general and limited partnerships, joint uess
and limited liability companies; references to alpcument are references to that document as
amended, consolidated, supplemented, novated tacezpby the parties thereto; references to
laws generally or to any law specifically are refeses to that law as amended, supplemented or
replaced, and all rules and regulations promulg#teceunder; the gender of all words includes
the masculine, feminine and neuter, and the nummbait words includes the singular and plural;
references to articles or sections are referercesticles or sections of this Agreement, unless
otherwise expressly stated; and the table of cesitéime division of this Agreement into articles
and sections, and the use of captions and headmng®nnection therewith are solely for
convenience and have no legal effect in constrthigyAgreement.

10.14.Waivers. No waiver by any party, whether exprassnplied, of its rights under
any provision of this Agreement will constitute aiwer of the party’s rights under such
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provisions at any other time or a waiver of thetyarrights under any other provision of this
Agreement. No failure by any party to take anyaschgainst any breach of this Agreement or
default by another party will constitute a waivdrtbe former party’s right to enforce any
provision of this Agreement or to take action agasuch breach or default or any subsequent
breach or default by the other party. To be eiffecainy waiver must be in writing and signed by
the waiving party.

ARTICLE Xl
BANKRUPTCY MATTERS AND CONDUCT OF AUCTION

11.1. Seller’'s Motions in Bankruptcy Court.

€)) Within one business day of the filing of Bankruptesse, Seller will serve
and file a motion (the Sale Motion") requesting that the Bankruptcy Court (i) schedtie
Bidding Procedures Hearing (as defined in Sectib2 below) on a date no later than 30 days
after the date of the Sale Motion, (ii) enter thddihg Procedures Order (as defined in Section
11.2 below) no later than 30 days after the datin@fSale Motion, (iii) schedule a final hearing
to consider the Sale Motion§ale Hearing), and (iv) enter the Sale Order on a date nor late
than 45 days after entry of the Bidding Proced@eger.

(b) Seller will provide Buyer with a reasonable oppaity to review and
comment upon the Sale Motion, the Bidding Procesi@eder, the Sale Order and any other
pleading pertaining in any way to the transactiontemplated by this Agreement prepared by
Seller (including forms of orders and notices tteiasted parties) prior to the filing thereof with
the Bankruptcy Court, each of which shall be iniralf form acceptable to Buyer in its
reasonable discretion.

(© Notice of the sale of the Acquired Assets and tfaetite, the Sale Motion
and of the transactions contemplated in this Agexdrshall be in a form acceptable to Buyer in
its reasonable discretion and be served in accoedanth applicable law (including, to the
extent applicable, Bankruptcy Rules 2002, 3016,73@id 6004 and any local rules or orders of
the Bankruptcy Court) on all persons required tenee notices under applicable law.

(d) The Sale Motion shall request that the sale ofAtbguired Assets be free
and clear of all liens, claims, and encumbrancethéofullest extent permitted under section
363(f) of the Bankruptcy Code.

11.2. Bidding Procedures Order. Buyer acknowledgesithabnnection with the sale
of the Acquired Assets, Seller shall have adveattse shall be directed by the Bankruptcy Court
following a hearing (the Bidding Procedures Hearing) and the entry of an order in the
Bankruptcy Case approving procedures for solidgtatand consideration by the Bankruptcy
Court of bids from third parties for the Acquiredsets (the Bidding Procedures Order’),
which Bidding Procedures Order shall be in form anbstance reasonably satisfactory to Seller
and Buyer, and in any event shall:

€)) Schedule the Sale Hearing;

(b) Schedule an auction prior to the Sale Hearing‘{#ection”);
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(c) Provide that any party wishing to qualify as a buyeist provide to Seller
adequate financial assurance of capability to cégk perform post-Closing under the Assigned
Contracts and Assigned Personal Property Leases loefore the bid deadline established in the
Bidding Procedures Order;

(d) Provide that any party desiring to participateha Auction must, prior to
the Auction, submit to Seller the information radi by the Bidding Procedures Order,
including (i) an initial bid of not less than $5@000 (.e., the cash equivalent of the Purchase
Price), subject to adjustment for each such pargXslusion of assets to be acquired, plus
$100,000, (ii) a good faith deposit by wire tramsfeertified or cashier’s check, in the amount of
ten percent of the initial bid to be held in escr@n) an executed confidentiality agreement, (iv)
an executed asset purchase agreement and a markdnvshowing any changes from this
Agreement, and (v) written evidence of a commitmientfinancing or other evidence of the
party’s ability to consummate the transaction aagnpent of the purchase price in cash at the
Closing;

(e) Provide that any subsequent offer or bid for anthef Acquired Assets at
the Auction (a Competing Bid") must be at least $100,000 greater than the giegeid;

() Provide that, if Buyer elects to participate indiity at the Auction, Buyer
may credit bid, to the fullest extent permissibteder section 363(k) of the Bankruptcy Code,
any additional indebtedness that may be owing immeotion with the Prepetition Loan Facility
and DIP Facility that is not already included ie fAurchase Price under this Agreement as of the
Closing Date; and

(9) Provide that, within five (5) business days aftetrg of the Bidding

Procedures Order, Seller shall file with the Bapkey Court a notice with respect to Cure Costs
and serve such notice on all necessary persons.ndtice shall set forth, (i) with specificity, the
amount of the Cure Cost for each particular Asgig8entract and Assigned Personal Property
Lease, if any, (ii) the intent to assume and asgigBuyer such Assigned Contract or Assigned
Personal Property Lease at the Closing Date, @hdh@ deadline for responses or objections to
the assumption or assignment of such Assigned @crr Assigned Personal Property Lease or
to the Cure Cost related to same.

11.3. Acceptance of Competing Bid. If the highest ortbaf$er is submitted at the
Auction by a party other than Buyer (th8uccessful Biddet), then Seller shall be entitled to
terminate this Agreement and close a sale pursiwastich other offer (or, if such other offer
does not close, then pursuant to the next highdsest offer). In addition, Seller may select the
second highest or otherwise best competing bidlenAuction and seek approval to consummate
the transactions contemplated by such competingnbide event the Successful Bidder fails to
close.

11.4. Defense of Orders. If, following the Closing, tBelding Procedures Order, the
Sale Order, or any other order of the Bankruptcyr€Coelating to this Agreement shall be
appealed (or a petition for certiorari or motiom fehearing or reargument shall be filed with
respect thereto), Seller, at Seller's expense] s all commercially reasonable steps as may
be appropriate to defend against such appealjgrett motion, and Buyer agrees to cooperate
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in such efforts, and each party hereto shall enatety obtain an expedited resolution of such
appeal.

[Sgnature Pages Follow]
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IN WITNESS WHEREOF, the parties hereto have executed, or caused this Assignment
and Assumption and Bill of Sale to be executed by their duly authorized representatives, as of

the date first written above.

BUYER:

PHX pital Partners, LLC

—N\ D

By:
Title:(/_maﬂae
SELLER:

Restora Healthcare Holdings, LL.C

Title:

Restora Hospital of Mesa, LL.C

By:
Title:

Restora Hospital of Sun City, LL.C

By:
Title:
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IN WITNESS WHEREOF, the parties hereto have executed, or caused this Agreement
to be executed by their duly authorized representatives, as of the date first written above.

BUYER:
PHX Hospital Partners, LL.C

By:
Title:

SELLER:

Restora Healthcare Holdings, L1L.C

By: s
Title: .~

By: .,
Title: s r il

[Signature Page to Asset Purchase Agreement]
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EXHIBIT A

ASSIGNMENT AND ASSUMPTION
AND BILL OF SALE

This Assignment and Assumption and Bill of Salee(tthgreement), is made and
entered into this __ day of , 201drdyamond?’HX Hospital Partners, LLC
(“Buyer”) and Restora Healthcare Holdings, LLC (“Restora Holding$), Restora Hospital
of Mesa, LLC (“Restora Mesa”), and Restora Hospital of Sun City, LLC (“Restora Sun
City”), (each of Restora Holdings, Restora Mesa and ReSon City are herein jointly and
severally ‘Seller’).

RECITALS

WHEREAS, Seller and Buyer are parties to an Asset PurcAgseement effective as
of , 2014 (thé”tirchase Agreemeri), whereby (i) Seller has agreed to sell,
convey, transfer, assign and deliver to Buyer tlogured Assets (as defined in the Purchase
Agreement) and (ii) Seller has agreed to assignBangr has agreed to assume, the Assumed
Liabilities (as defined in the Purchase Agreemeantyl

WHEREAS, all capitalized terms not defined herein will halie meanings ascribed to
such terms in the Purchase Agreement.

NOW, THEREFORE, pursuant to the Purchase Agreement, and in comdiderof the
mutual promises, covenants and agreements therdihereinafter set forth and other good and
valuable consideration, the receipt and sufficieoicyhich are hereby acknowledged, the parties
agree as follows:

1. Bill of Sale.

€)) Except for Excluded Assets and subject to PermiEecumbrances (each
of which are defined in the Purchase Agreement)eiSieereby sells, conveys, transfers, assigns
and delivers to Buyer, its successors and assiges,and clear of any pledge, lien, option,
security interest, mortgage or other encumbranuoe Balyer does hereby acquire from Seller, all
right, title and interest in, to and under the Aicgd Assets. The Acquired Assets will include
all rights, privileges, hereditaments and appunteaa belonging, incident or appertaining to the
Acquired Assets.

(b) Notwithstanding anything contained herein, Buyenas purchasing from
Seller any Excluded Assets.

(© It is understood by both Seller and Buyer that,teoyporaneously with
the execution and delivery of this Agreement, Seatl@ay be executing and delivering to Buyer
certain further assignments and other instrumettgnsfer that in particular cover certain of the
property and assets described herein or in thehBsecAgreement, the purpose of which is to
supplement, facilitate and otherwise implementtithasfer intended hereby.
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(d) Seller does hereby irrevocably constitute and apgduyer, its successors
and assigns, its true and lawful attorney, witt power of substitution, in its name or otherwise,
and on behalf of Seller, or for its own use, tamlademand, collect and receive at any time and
from time to time any and all Acquired Assets, mes, claims, accounts and other rights,
tangible or intangible, hereby sold, transferrahweyed, assigned and delivered, or intended so
to be, and to prosecute the same at law or inea@umd, upon discharge thereof, to complete,
execute and deliver any and all necessary instrtsradrsatisfaction and release.

2. Assignment and Assumption of Assumed Liabilities.

(@) Seller hereby assigns to Buyer, its successorsaassiyns, and Buyer
hereby assumes, in accordance with the terms amditmms of the Purchase Agreement, the
Assumed Liabilities. Notwithstanding anything imst Agreement to the contrary, except as
specifically set forth in the Purchase Agreementyds will not assume nor be deemed to have
assumed any debt, claim, obligation or other ligbdf Seller or any Affiliate of Seller, whether
known or unknown, accrued or unaccrued, fixed artiogent, natural or unnatural, whether
arising out of occurrences, events or actions papat or after the Closing Date.

(b) If Seller and/or Buyer determines after executiérihis Agreement that
one or more contracts or agreements between Seltbany third party necessary to operate the
Acquired Assets was not designated as an Assigoatr&et or an Assigned Personal Property
Lease (each arOmitted Agreement’), and the parties consent in writing to the assignt and
assumption of such Omitted Agreement, which consleali not be unreasonably withheld, then,
such Omitted Agreement will be deemed assigned édeiSto Buyer as of 12:01 a.m. on the
Closing Date and such Omitted Agreement shall lmmael an Assigned Contract or Assigned
Personal Property Lease, as applicable.

(c) Seller hereby authorizes and directs all obligonslean any Assigned
Contracts and Assigned Personal Property Leaskglettin the Assumed Liabilities, to deliver
any warrants, checks, drafts or payments to bedssu paid to Seller pursuant to the Assigned
Contracts or the Assigned Personal Property Leasd3uyer; and Seller further authorizes
Buyer to receive such warrants, checks, draftsaymegnts from such obligors and to endorse
Seller's name on them and to collect all funds dueto become due under the Assigned
Contracts and the Assigned Personal Property Leases

(d)  Any payment that may be received by Seller to wiBalyer is entitled by
reason of this Agreement or the Purchase Agreeminbe received by Seller as trustee for
Buyer, and will be immediately delivered to Buyatheut commingling with any other funds of
Seller.

(e) Notice of the assignment under this Agreement neagiten at the option
of either party to all parties to the Assigned Cactis and the Assigned Personal Property Leases
(other than Seller) or to such parties’ duly auited agents.

() The assumption by Buyer of any Assumed Liabilitse not enlarge the
rights of any third party with respect to any Assdhiiabilities, nor will it prevent Buyer, with
respect to any party other than Seller, from cdimg®r disputing any Assumed Liability.
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(@)  Seller hereby appoints Buyer, its successors asigress as the true and
lawful attorney-in-fact of Seller, with full poweaf substitution, having full right and authority,
in the name of Seller, to collect or enforce fag Htcount of Buyer, liabilities and obligations of
third parties under the Assumed Liabilities; totitose and prosecute all proceedings they may
deem proper to enforce any claim to obligations dweder the Assumed Liabilities, to defend
and compromise any and all actions, suits or piioge in respect of the Assumed Liabilities,
and to do all such acts in relation to the Assurbedbilities that Buyer may deem advisable.
The above-stated powers are coupled with an irttareswill be irrevocable by Seller.

3. Consummation of Purchase Agreement. This Agreeimsdantended to evidence
the consummation of the assignment by Seller arsdinagtion by Buyer of the Assumed
Liabilities and the sale by Seller and the purchi@asB8uyer of the Acquired Assets contemplated
by the Purchase Agreement. Except as set forirhdBuyer and Seller by their execution of
this Agreement each hereby acknowledges that melbaepresentations and warranties nor the
rights and remedies of any party under the PurcAgseement will be deemed to be enlarged,
modified or altered in any way by this AgreemeAny inconsistencies or ambiguities between
this Agreement and the Purchase Agreement will ésolved in favor of the Purchase
Agreement.

4, Binding Effect. This Agreement will be binding upand inure to the benefit of
the parties and their respective successors arghass

5. Further Assurances. After the Closing Date, eastywill from time to time, at
the other party’s request and without further ¢odhe party receiving the request, execute and
deliver to the requesting party such other instmisi@nd take such other action as the requesting
party may reasonably request so as to enableeitdccise and enforce its rights under and fully
enjoy the benefits and privileges with respecthis Agreement and to carry out the provisions
and purposes hereof.

6. Governing Law. This Agreement is governed by aodstrued in accordance
with the laws of the State of New York applicalbbeaigreements made and to be performed in
that State without giving effect to conflicts ofMgorinciples.

7. Counterparts. This Agreement may be signed inramgber of counterparts and
all such counterparts will be read together andsttoed as one and the same document.
Facsimile copies of signatures will be deemed waigi for all purposes hereof and that a party may
produce such copies, without the need to produgeal signatures, to prove the existence of this
Agreement in any proceeding brought hereunders Areement, and any executed counterpart of
a signature page to this Agreement, may be tratesinity fax or e-mail, and delivery of an
executed counterpart of a signature page to thieekgent by fax or e-mail will be effective as
delivery of a manually executed counterpart of Agseement.
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IN WITNESS WHEREOF, the parties hereto have executed, or caused #ag@ment
and Assumption and Bill of Sale to be executedhsirtduly authorized representatives, as of
the date first written above.

BUYER:

PHX Hospital Partners, LLC

By:
Title:

SELLER:

Restora Healthcare Holdings, LLC

By:
Title:

Restora Hospital of Mesa, LLC

By:
Title:

Restora Hospital of Sun City, LLC

By:
Title:
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PRACTICE SITE LOCATIONS BEING TRANSFERRED TO BUYER

Sqg. | Initial Lease
Facility Property Location Landlord Ft. Date
ARHC RHMESAZO01, LLC
c/o American Realty
215 South Power Road| Capital
Mesa Mesa, AZ 85206 | 405 Park Avenue, 15th | 48:000| June 6, 2012
Floor
New York, NY 10022
ARHC RHSUNAZO01, LLC
13818 N Thunderbird ggpﬁ';‘le”ca” Realty
Sun City Blvd 48,000/ June 6, 2012
Sun City, AZ 85351 405 Park Avenue, 15th
Floor
New York, NY 10022

47040099.11
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Schedule 1.0-F

TABLE OF DEFINITIONS
“Acquired Assets has the meaning set forth in Section 1.1 of Agseement.

“Acquisition Agreements means this Agreement, the Assignment and Assumnd Bill of
Sale, and all other agreements executed in commeetith this Agreement and in connection
with Closing.

“Affiliates” means, as to the Person in question, any Pehstrdirectly or indirectly controls, is
controlled by, or is under common control with, fBerson in question and any successors or
assigns of such Person; and the term "control" mi@mssession, directly or indirectly, of the
power to direct or cause the direction of the managnt and policies of a Person whether
through ownership of voting securities, by conti@cotherwise.

“Agreement’ has the meaning set forth in the first senterfafie Agreement.
“Assumed Liabilities” has the meaning set forth in Section 1.3 of Agseement.

“Auction” has the meaning set forth in Section 11.2(bhaf Agreement.

“Bankruptcy Case€ has the meaning set forth in the recitals of thggeement.
“Bankruptcy Code” has the meaning set forth in the recitals of thgseement.
“Bankruptcy Court” has the meaning set forth in the recitals of tkigeement.

“Bidding Procedures Hearing has the meaning set forth in Section 11.2 of Agseement.
“Bidding Procedures Order’ has the meaning set forth in Section 11.2 of &gseement.
“Buyer” has the meaning set forth in the preamble to Algieeement.

“Claim” has the meaning given that term in Section 10Xb)Xhe Bankruptcy Code and
includes, without limitation, all rights, claimsaweses of action, chose in action, Taxes, defenses,
debts, demands, damages, offset rights, setofftsiiglecoupment rights, obligations, and
liabilities of any kind or nature under contract, law or in equity, known or unknown,
contingent or matured, liquidated or unliquidatedid all rights and remedies with respect
thereto.

“Closing’ has the meaning set forth in the first senterfoirticle 11l of this Agreement.
“Closing Dat€ has the meaning set forth in Article Il of thdgreement.

“COBRA” has the meaning set forth in Section 1.5(c) ef Agreement.

“Code€’ means the Internal Revenue Code of 1986, as aegend
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“Competing Bid’ has the meaning set forth in Section 11.2(ehtf Agreement.

“Confidential Information ” has the meaning set forth in Section 7.1 of Agseement.

“Contract,” “Assigned Contract and “Retained Contract’ have the meanings set forth in
Section 4.19 of this Agreement.

“Cure Costs has the meaning set forth in Section 1.3 of tlgge®&ment.

“Discovered Contract§ means any Contract of Seller identified followitige Closing that was
not previously disclosed to Buyer.

“DIP Facility” has the meaning set forth in the recitals of kggeement.
“DIP Lender Parties’ has the meaning set forth in the recitals of thggeement.
“Effective Daté’ has the meaning set forth in the preamble toAlgigeement.

“Employee Benefit Plans means any “employee benefit plan” as defined @ct®n 3(3) of
ERISA (whether or not subject to ERISA) and all benstock or other security option, stock or
other security purchase, stock or other securitprepation rights, incentive, deferred
compensation, pension, retirement or supplememt@#lement, severance, golden parachute,
vacation, cafeteria, dependent care, medical @amployee assistance program, education or
tuition assistance programs, insurance and otheilasi fringe or employee benefit plans,
programs or arrangements, and any current or foemgrioyment or executive compensation or
severance agreements or any other plan or arramgeonerovide compensation or benefits to an
individual, written or otherwise, that either: (jas ever been sponsored or maintained,
contributed to or entered into for the benefitafrelating to, Seller or any ERISA Affiliate, and
determined without regard to whether such individeaa Seller Employee or a Transferring
Employee; or (ii) with respect to which Seller anyaERISA Affiliate has any liability or
obligation, whether known or unknown, absolute yaed, contingent or otherwise.

“Encumbrance’ means any and all Liens (statutory or otherwise)rtgages, pledges, security
interests, options, warrants, purchase rights,neasts, rights of way, deed restrictions, defects
or imperfections of title, covenants, restrictioasd charges of any kind.

“Environmental Laws” means all Laws relating to hazardous waste, tidas medical and
radioactive waste, and other environmental matieduding the Resource Conservation and
Recovery Act, the Clean Air Act and the ComprehemsiEnvironmental Response
Compensation and Liability Act, and any regulatisssied thereunder.

“ERISA” means the Employee Retirement Income Securityohd974, as amended.

“ERISA Affiliate " means any entity (whether or not incorporated} together with Seller is (or

has been) a member of: (i) a controlled group apamtions within the meaning of Section
414(b) of the Code; (ii) a group of trades or bassiunder common control within the meaning
of Section 414(c) of the Code; (iii) an affiliatsgrvice group within the meaning of Section
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414(m) of the Code; or (iv) any other person oitgriteated as an Affiliate of Seller under
Section 414(o) of the Code.

“Excluded Assets has the meaning set forth in Section 1.2 of Agseement.
“Excluded Liabilities” has the meaning set forth in Section 1.4 of &gseement.
“Existing Lender Parties’ has the meaning set forth in the recitals of tiggeement.
“Existing Revolver Debt has the meaning set forth in the recitals of hggeement.
“Existing Term Debt” has the meaning set forth in the recitals of thigeement.

“GAAP” means accounting principles generally acceptedhm United States of America,
consistently applied.

“Governmental Approval” has the meaning set forth in Section 4.3(a) of Agreement.

“Hazardous Material’ means (i) petroleum and petroleum products, lmdpcts or breakdown
products, radioactive materials, asbestos-contgimiaterials and polychlorinated biphenyls; (ii)
infectious medical waste; and (iii) any other cheahi material or substance, all of which are
defined or regulated as toxic or hazardous or asllatant, contaminant or waste under any
applicable Environmental Law.

“HFG” has the meaning set forth in the recitals of kgseement.
“HIPAA ™ has the meaning set forth in Section 4.13(i)hod tAgreement.

“Intellectual Property” means all recipes, patents, inventions, know-hskigw-how, designs,
trade secrets, copyrights, trademarks, trade nams@wjce marks, fictitious and assumed
business names, Internet domain names, manufagtprocesses, software, formulae, trade
secrets, technology or the like, and all applicegitor any of the foregoing.

“Interest” has the meaning ascribed to such term under&@e863(f) of the Bankruptcy Code.
“Knowledge of Seller or Seller's Knowledge”or any other similar knowledge qualification,
means the knowledge of George Pillari, in his capas Chief Restructuring Officer of Seller,
after due inquiry.

“Labor Contract” has the meaning set forth in Section 4.14(dhaf Agreement.

“Law” or “Laws” means any and all federal, state, and local tstucodes, licensing
requirements, ordinances, laws, rules, regulatidestees or orders of any foreign, federal, state
or local government and any other governmental diey@at or agency, and any judgment,
decision, decree or order of any court or governalesgency, department or authority, , if
applicable to the parties.

“License$ means licenses, permits, consents, approvalshogmations, registrations,
qualifications and certifications of any governnanor administrative agency or authority
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(whether federal, state or local), including anyditare, AHCCCS and other provider numbers,
certificates or determinations of need, CLIA andAD¢ertifications, if applicable.

“Liens” means any lien, claim, security interest, morgagedge, restriction, covenant, charge
or encumbrance of any kind or character, directimatirect, whether accrued, absolute,
contingent or otherwise, including without limit@ti, any lien or claim granted by the
Bankruptcy Court pursuant to section 364 of thekBaptcy Code or otherwise granted by the
Bankruptcy Court to a lender to loan funds to Selfeer the initiation of the Bankruptcy Case.

“Members’ has the meaning set forth in the recitals to Agseement.

“Payment Programs means Medicare, TRICARE, AHCCCS, Worker's Compadiog, Blue
Cross/Blue Shield programs, and all other healtmteaance organizations, preferred provider
organizations, health benefit plans, health instegplans, and other third party reimbursement
and payment programs including the Seller PaymsogrBms.

“Permitted Encumbrancé’ means all Liens securing the Prepetition Loanilfg@nd the DIP
Facility and any Lien, encumbrance, pledge, moegatged of trust, security interest, claim,
lease, charge, option, right of first refusal, @aset, servitude, proxy, voting trust or agreement
and transfer restrictions set forth_in Schedul& héreto.

“Personal Property Leases “Assigned Personal Property Leasésand ‘Terminated
Personal Property Leaseshave the meanings set forth_in Section 4.8 of fkgreement.

“Practice” has the meaning set forth in the first recitathis Agreement.

“Premise$ means all real property used by Seller in coninectvith the Practice, as described
on Schedule 4.200 this Agreement.

“Prepetition Loan Facility” has the meaning set forth in the recitals of hggeement.
“Purchase Pricé has the meaning set forth in Section 2.1 of Agseement.

“Real Property Lease% means (a) that certain Lease, dated June 6, A2A2and between of
ARHC RHMESAZO01, LLC, as successor-in-interest tossleCity LL East, LLC, as landlord,
and Restora Mesa, as tenant, with respect to thlepreperty located at 215 S. Power Road,
Mesa, Arizona 85206, and (b) that certain Leaseedddune 6, 2012, by and between ARHC
RHSUNAZO1, LLC, as successor-in-interest to Mesty CiL West, LLC, as landlord, and
Restora Sun City, as tenant, with respect to thé peoperty located at 13818 N. Thunderbird
Blvd., Sun City, Arizona 85351.

“Restora Holdings has the meaning set forth in the preamble of Agseement.
“Restora Mesd has the meaning set forth in the preamble of Agseement.
“Restora Sun City' has the meaning set forth in the preamble of Ageeement.

“Sale Hearind has the meaning set forth in Section 11.1(ahf Agreement.
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“Sale Motion” has the meaning set forth in Section 11.1(ahaf Agreement.

“Sale Order’ means the final order of the Bankruptcy Courtfanrm and substance satisfactory
to Buyer in its sole discretion, entered pursuargdctions 363 and 365 of the Bankruptcy Code
(A) approving this Agreement and the transactions contemplated hereby; (B) approving the sale
of the Acquired Assets to Buyer free and clear bfCéaims, Interests, and Encumbrances
pursuant to section 363(f) of the Bankruptcy Cd@g,approving the assumption and assignment
to Buyer of the Assigned Personal Property Leases and Assigned Contracts; (D) transferring and
assigning the Assigned Personal Property Leaseg\ssigned Contracts such that they will be
in full force and effect from and after the Closingth non-debtor parties being barred and
enjoined from asserting against Buyer, among othargs, defaults, breaches or claims of
pecuniary losses existing as of the Closing Datieyoreason of such closing of the transactions
contemplated in this Agreement; (E) finding that Buyer is a good-faith purchaser ésditto the
protections of &ction 363(m) of the Bankruptcy Code; (F) confirming that Buyer is acquiring the
Acquired Assets free and clear of the Excluded #&sased the Excluded Liabilities and providing
for a release of Buyer with respect to the Excludsdets and the Excluded Liabilities and
permanently enjoining each and every holder of adugled Liability or Excluded Asset from
commencing, continuing or otherwise pursuing oroesihg any remedy, Claim (which shall
have the meaning set forth in section 101(5) of Bamkruptcy Code), cause of action or
encumbrance against Buyer @e tAcquired Assets related thereto; and (G) providing that the
provisions of Rules 6004(g) and 6006(d) of the Fald®ules of Bankruptcy Procedure are
waived and there will be no stay of execution & Bankruptcy Sale Order under Rule 62(a) of
the Federal Rules of Civil Procedure.

“Seller’ has the meaning set forth in the preamble to Algeement.
“Seller Employee$ has the meaning set forth in Section 1.5(a) &f Agreement.
“Seller License’ has the meaning set forth in Section 4.5 of Agseement.

“Seller Material Adverse Effect means any event, circumstance, change or effieat t
individually or in the aggregate with all other et® circumstances, changes or effects, is, or
could reasonably expected to be, materially adversthe condition (financial or otherwise),
properties, assets, liabilities, businesses, orabip@s of the Practice or the Acquired Assets or
to Seller's ability to perform its obligations asntemplated in this Agreement. A Seller
Material Adverse Effect shall not include any ev#rdt is reasonably foreseeable as a result of
the Seller's Bankruptcy Case or the circumstanaasosnding the bankruptcy filing or
Bankruptcy Caseprovided that in no event shall any event, circumstanceangk or effect
(“Changg€) arising out of, relating to or resulting from yarof the following, alone or in
combination, be construed to constitute or be takém account in determining whether there
has been a Seller Material Adverse Effect: (a)rmglea in any Law or GAAP, (b) Changes in the
international or national, regional or local finaigc credit, banking, commodities or securities
markets or general economic, political or socialdibons in such locations, except to the extent
of any disproportionate impact on the Seller's bass as compared to similarly situated
businesses, (c) Changes generally affecting thasinds in which the Seller's business is
operated, except to the extent of any dispropaat®impact on Seller’s business as compared to
similarly situated businesses in such industry,a@}¥ of war, sabotage, terrorism or escalations
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of hostilities, natural disasters or acts of Goel) the execution, announcement, pendency,
performance or consummation of the transactionseomplated in this Agreement (including the
announcement of this Agreement or the identitiesthef Buyer or its Affiliates), (f) any
unintentional failure by Seller to meet any intérmapublished budgets, projections, forecasts or
predictions of financial performance for any perwidh respect to Seller's business (it being
understood that the facts and circumstances giugegor contributing to such failure may be
taken into account in determining whether there besn a Seller Material Adverse Effect,
unless otherwise excluded by any of clauses (3))—(¢) any action taken (or omitted to be
taken) as required by this Agreement or at thetewrirequest or with the written consent of
Buyer, (h) any adverse Change that is cured onrmr po the Closing Date, or (i) the
commencement of the Chapter 11 Cases or eventswhbald typically result from the
commencement of cases such as the Chapter 11 Cases.

“Seller Payment Programs has the meaning set forth in Section 4.12(ahf Agreement.

“Taxes means all taxes of any type or nature whatsoewetuding income, gross receipts,
excise, franchise, property, value added, impotieduemployment, payroll, sales and use taxes
and any additions to tax and any interest or pesalhereon.

“Tax Returns” means any and all returns, declarations, repataims for refunds and
information returns or statements relating to Taxequired to be filed by Seller for itself and
for the Employee Benefit Plans of Seller, includialyy schedules or attachments thereto and
including any amendment thereof.

“Third Party Consent” has the meaning set forth in Section 4.3(b) of kgreement.

“Transferring Employee” has the meaning set forth in Section 1.5(a) of Agreement.
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SCHEDULE 1.1

Acquired Assets

[To be provided]
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SCHEDULE 1.2

Excluded Assets

For the avoidance of doubt, certain equipment afated assets located in Room

at which assets have an estimatezttod value of less than
Dollars ($ ) (inalgidivithout limitation, those
assets described on the schedule attached heretitegproperty of , and as

such shall not be among the Acquired Assets traesfdy Seller to Buyer pursuant to
the Agreement.

2. Membership Interest in Restora Healthcare Holdihg€§
3. Membership Interest in Restora Hospital of Sun QityC

4. Membership Interest in Restora Hospital of MesaCLL

-47 -

47040099.11



Case 14-10367-PJW Doc 23-3 Filed 02/25/14 Page 54 of 73

SCHEDULE 1.3

Cure Costs

[To be provided]
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SCHEDULE 1.5(a)

Seller Employees/Transferring Employees

[To be provided]
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SCHEDULE 2.3

Allocation of Purchase Price

-B50 -
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SCHEDULE 4.3(a)

Governmental Approvals

[To be provided]
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SCHEDULE 4.3(b)

Third Party Consents

[To be provided]
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SCHEDULE 4.5

Licenses and Permits

[To be provided]
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SCHEDULE 4.6

Seller's Members
1. Rod Laughlin (member of Restora Healthcare Holdihg€)
2. George Dunaway (member of Restora Healthcare HgddinlC)
3. Greg Sassman (member of Restora Healthcare Holdihgy
4. John Watkins (member of Restora Healthcare Holdibg€)
5. HealthCap Partners/HCCG, LLC (member of RestordtHesare Holdings, LLC)

6. Restora Healthcare Holdings, LLC (sole member aft&a Hospital of Mesa, LLC and
Restora Hospital of Sun City, LLC)
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SCHEDULE 4.7

Assets Not Presently Owned but to be Conveyed at@3ling

[To be provided]
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SCHEDULE 4.8

Personal Property Leases

[To be provided]
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SCHEDULE 4.10

Absence of Certain Evens

[To be provided]
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SCHEDULE 4.11

Legal Proceedings

[To be provided]
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SCHEDULE 4.12

Payment Programs

[To be provided]
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SCHEDULE 4.13

Compliance With Laws

[To be provided]
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SCHEDULE 4.15

Benefit Plan Compliance

[To be provided]
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SCHEDULE 4.19

Contracts
Assigned Contracts:

[To be provided]

Retained Contracts:

[To be provided]
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SCHEDULE 4.20

Real Property

[To be provided]
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SCHEDULE 4.21

Financing Statements

[To be provided]
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SCHEDULE 4.22

Transactions with Affiliates

[To be provided]
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SCHEDULE 4.23

Insurance

[To be provided]
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SCHEDULE 4.25

Intellectual Property

[To be provided]
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IN RE RESTORA HEALTHCARE HOLDINGS, et al.
BIDDING PROCEDURES

Set forth below are the bidding procedures (theltiBig Procedures”) to be employed in
connection with the sale (the “Transaction”) of stantially all of the assets (collectively, the
“Acquired Assets”) of Restora Healthcare HoldingsC, Restora Hospital of Mesa, LLC and
Restora Hospital of Sun City, LLC (collectively,etifDebtors”), as debtors and debtors in
possession in the chapter 11 cases (collectiviety,€hapter 11 Cases”) pending in the United
States Bankruptcy Court for the District of Delaevdthe “Bankruptcy Court”). The Acquired
Assets to be sold and the terms and conditions upbith the Debtors contemplate
consummating a sale are further described in thkkisg horse asset purchase agreement (the
“Stalking Horse Agreement”) by and between the Debtand PHX Hospital Partners, LLC, a
Delaware limited liability company (the_“Stalkingokse Purchaser”), a copy of which is
attached as Exhibit C to the motion filed with Bancy Court seeking approval of, among
other things, these Bidding Procedures (the “Mdjion

The sale of the Acquired Assets is subject to caitiye bidding as set forth herein and
approval by the Bankruptcy Court pursuant to sestiB63 and 365 of title 11 of the United
States Code (the_“Bankruptcy Code”) and Rules 686d 6006 of the Federal Rules of
Bankruptcy Procedure. The Transaction shall aletude the assumption and assignment of
certain designated executory contracts and unekxpieases (collectively, the_“Designated
Contracts”) under sections 363 and 365 of the Bagitky Code according to the process
outlined below.

A. MARKETING BY THE DEBTORS.

The Debtors shall (a) coordinate the efforts ofeptial bidders in conducting their
respective due diligence, (b) evaluate bids frornempial bidders, (c) negotiate any bid made to
acquire the Acquired Assets and assume Designatedracts, (d) conduct an auction (the
“Auction”) if one Qualified Bid is received othehdn the Stalking Horse Agreement, and
(e) make such other determinations as are provinédese Bidding Procedures. Neither the
Debtors nor their representatives shall be obla@ydte furnish any information of any kind
whatsoever relating to the Acquired Assets, or mrgion thereof, to any person who is not, in
the Debtors’ reasonable judgment, in consultatiath wheir advisors, a potential qualified
bidder.

B. BID DEADLINE.

A potential bidder that desires to make a bid sHaliver copies of its bid package by
email to (collectively, the “Notice Parties”) (ipansel to the Debtors, DLA Piper LLP (US),
1251 Avenue of the Americas, New York, NY 10020 tfAtThomas R. Califano, Esq.
(thomas.califano@dlapiper.com) and Daniel G. Edasy. (daniel.egan@dlapiper.com)), and
DLA Piper LLP (US), 1201 North Market Street, Su&00, Wilmington, DE 19801 (Attn:
Stuart Brown, Esq. (stuart.brown@dlapiper.com));tiie Debtors’ Chief Restructuring Officer,
Alvarez & Marsal Healthcare Industry Group, LLC,01Bine Street, Suite 900, San Francisco,
CA 94111 (Attn: George D. Pillari (gpillari@alvasarmarsal.com)); (iii) counsel to HealthCap
Partners, LLC, as agent for the Stalking Horse Raser for noticing purposes, Polsinelli P.C.,
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2501 N. Harwood, Suite 1900, Dallas, TX 75201 (Atthames H. Billingsley, Esq.
(jbillingsley@polsinelli.com)); (iv) counsel to thHeebtors’ secured lender, Kaye Scholer, LLP,
425 Park Avenue, New York, NY 10022 (Attn: Benjami Mintz, Esq.
(benjamin.mintz@kayescholer.com)); (v) counsel bhe tLandlord, Arent Fox LLP, 1675
Broadway, New York, NY 10019 (Attn: Andrew I. SiffeEsq. (Andrew.silfen@arentfox.com));
and (vi) counsel to any official committee of unsex creditors appointed in the Chapter 11
Cases (the_“Committee”), so as to be actually xackon or befordpril 21, 2014 at 5:00 p.m.
(prevailing Eastern Time) (the “Bid Deadline”), which deadline prior to tBed Deadline may
be extended by the Debtors. No bids submitted #fteBid Deadline shall be considered by the
Debtors.

C. DUE DILIGENCE.

Subject to a potential bidder entering into a aderfitiality agreement satisfactory to the
Debtors in their business judgment, the Debtors @iffyrd any potential bidder, whom the
Debtors, in consultation with their advisors, bedidas the wherewithal to close the Transaction
and operate the hospitals, the opportunity to condureasonable due diligence review in the
manner determined by the Debtors in their discretidhe Debtors shall not be obligated to
furnish access to any due diligence informatioarmf kind after the Bid Deadline. The Debtors
intend to use reasonable efforts to provide tpaiéntial qualified bidders certain information in
connection with the proposed sale and assumptiahassignment of Designated Contracts,
including, among other things, these proposed BgldProcedures and the Stalking Horse
Agreement, but the failure to deliver any such infation to any potential bidders shall not
affect the validity, effectiveness or finality dfig Auction or the sale process. All diligence
inquiries must be directed to Alvarez & Marsal Hiaare Industry Group, LLC; provided,
however, potential qualified bidders are encouragedpeak directly with representatives of
HFG and the Landlord in connection with their dubgence in respect of the potential to
assume HFG claims and liens through participatiothe Auction and lease modifications with
Landlord, respectively, notwithstanding their paigation in the Stalking Horse Purchaser.

D. BID REQUIREMENTS.

A bid submitted will be considered a qualified add the potential bidder will be
considered a qualified bidder only if the bid isbsutted by a bidder that in the Debtors’
business judgment, in consultation with their adrss complies with all of the following
requirements (a_“Qualified Bid” and "Qualified Bied” respectively), any of which may be
modified or waived by the Debtors, in consultatieith their advisors, in their discretion at or
prior to the Auction (as defined below):

a. it states that the potential qualified bidder déféo purchase, including the
form of consideration thereof, the Acquired Asdqetsoffers to purchase less
than all of the Acquired Assets, including the esabn of Debtors’ accounts
receivable) upon the terms and conditions thatOibbtors in their business
judgment, in consultation with their advisors, aably determine are no less
favorable to the Debtors than those set forth enShalking Horse Agreement;
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. it includes a signed writing that the potential lgied bidder's offer is

irrevocable until the selection of the SuccessfuldBr, provided that if such
potential qualified bidder is selected as (A) thec&ssful Bidder, its offer
shall remain irrevocable until the earlier of fietoutside date by which all
regulatory approvals and other conditions to clpshall have been satisfied
or waived, (ii) the date the Sale Order is entaefeékde Transaction with such
potential qualified bidder is denied or (iii) thatd that is thirty (30) days after
the Sale Approval Hearing, or (B) the Next Bestd&d(as defined below) its
offer shall remain irrevocable until the earlier(Dfthe closing of the sale to
the Successful Bidder, (ii) the date that is yh{B0) days after the earlier of
(I) the outside date by which all regulatory apm@isvor other conditions to
closing under the Successful Bidder's Asset Puehfsgreement shall have
been satisfied or waived, or (Il) the date thathisty (30) days after the Sale
Approval Hearing;

. that there are no conditions precedent to the piatequalified bidder’s ability

to enter into a definitive enforceable agreemext that all necessary internal
and shareholder approvals have been obtained toritwe Bid Deadline; and

there are no conditions precedent (due diligeno@nting, or otherwise) to

the closing of the Transaction, other than condgiprecedent consistent with
those set forth in the Stalking Horse Agreement;

. it includes a duly authorized and executed copyaanf asset purchase

agreement (an_“Asset Purchase Agreement”), inctuthe purchase price for
the Acquired Assets (the_“Proposed Purchase Pridefgether with all
exhibits and schedules thereto, together with copmarked to show any
amendments and modifications to the Stalking Hokgeeement and the
proposed order to approve the sale by the Bankyupaeirt;

. it includes written evidence of a firm, irrevocaldemmitment for debt or

equity financing, or other evidence of ability tonsummate the proposed
Transaction, that will allow the Debtors in theiudmess judgment, in
consultation with their advisors, to make a deteation as to the bidder’s
financial, regulatory and other capabilities to sammate the Transaction
contemplated by the Asset Purchase Agreement;

it has a cash value to the Debtors, in the Debt@asonable discretion, after
consultation with their advisors, that is greatert or equal to (i) $5,000,000,
which is the amount of the credit bid being subedtby the Stalking Horse
Purchaser, plus (ii) $100,000 (the “Initial Overbjd

. it identifies with particularity which executory gwacts and unexpired leases

the potential qualified bidder designates to asswamé provides details of the
potential qualified bidder's proposal for the payméor treatment) of related
cure costs with respect to the Designated Contracts
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h. it includes an acknowledgement and representatianthe potential qualified
bidder: (i) has had an opportunity to conduct amg all required due
diligence regarding the Acquired Assets and Desegh&ontracts prior to
making its bid; (ii) has relied solely upon its owndependent review,
investigation and/or inspection of any documenid/@nthe Acquired Assets
and Designated Contracts in making its bid; (iig dot rely upon any written
or oral statements, representations, promises, am#s or guaranties
whatsoever, whether express or implied (by openatiblaw or otherwise),
regarding the Acquired Assets and Designated Cadstia the completeness
of any information provided in connection therewith with the Auction,
except as expressly stated in the Asset Purchaseesgnt; and (iv) is not
entitted to and waives any right to assert a cldion any expense
reimbursement, break-up fee, or similar type ofrpagt in connection with
its due diligence and bid;

i. it includes evidence, in form and substance reddgnsatisfactory to the
Debtors, of authorization and approval from theeptal qualified bidder's
board of directors (or comparable governing body)hwespect to the
submission, execution, delivery and closing of Alsset Purchase Agreement,
and any amendments thereto negotiated or occasion@d participation in
the Auction;

J. itis accompanied by a good faith deposit in thenf@f a wire transfer (to a
bank account specified by the Debtors), certifibéak or such other form
acceptable to the Debtors, payable to the ord&estora Holdings (or such
other party as the Debtors may determine) in anuatnequal to ten percent
(10%) of the Proposed Purchase Price (the "Gooith Esposit”);

k. it contains sufficient information concerning thetgntial qualified bidder's
ability to provide adequate assurance of performawdgh respect to the
Designated Contracts;

[. it commits to supplement the bid with other infotioa reasonably requested
by the Debtors before or after the Bid Deadlinal an

m. it is received by the Notice Parties prior to thd Beadline.

The Debtors and their professionals will review le@otential qualified bid received
from a potential qualified bidder to ensure thathtibe bid and the bidder meet the requirements
set forth above. A potential qualified bid receivikom a potential qualified bidder that the
Debtors determine in their business judgment mibetsibove requirements will be considered a
“Qualified Bid” and each potential bidder, subjéztthe reasonable approval of the patient care
ombudsman, if one is appointed in the Chapter 1%e§awhich approval shall not be
unreasonably withheld or delayed, that submits ali@ed Bid will be considered a “Qualified
Bidder.” The Debtors, in their business judgmesgerve the right to reject any bid, without
limitation. The Stalking Horse Agreement is a Qfted Bid for all purposes and the Stalking
Horse Purchaser is a Qualified Bidder for all psg® and requirements pursuant to these
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Bidding Procedures at all times. The Debtors malyer a Qualified Bid based upon any and all
factors that the Debtors deem pertinent, includenmgong others: (a) the Proposed Purchase
Price of the Qualified Bid and the assumption afecobligations respecting the assumption and
assignment of Designated Contracts; (b) the riskktaming associated with consummating the
Transaction with the Qualified Bidder, includingjthout limitation, all necessary regulatory
approvals; (c) the risks associated with and exdéanhy non-cash consideration in any Qualified
Bid; (d) any assets, contracts, or leases exclérded the Transaction; (e) the Qualified Bidder’s
experience and ability in managing healthcare assstluding long term acute care hospitals;
and (f) any other factors that the Debtors may destavant to the proposed Transaction.

The Good Faith Deposits of all Qualified Bidderslslve held by an escrow agent in a
separate account for the Debtors’ benefit. If ac®asful Bidder fails to consummate an
approved Transaction because of a breach or faituperform on the part of such Successful
Bidder, such Successful Bidder's Good Faith Depuwgiit be forfeited to the Debtors. Any
disputes with respect to the transfer of the GoadthFDeposits shall be resolved by the
Bankruptcy Court.

Unless otherwise ordered by the Court for causewshmnly the Stalking Horse
Purchaser and Qualified Bidders will be eligiblep@rticipate at the Auction described below;
provided that the Auction will be conducted opeahd all creditors will be permitted to attend
and observe. If the Debtors do not receive anylifiechBids other than from the Stalking Horse
Purchaser, they will not hold an Auction and thall@hg Horse Purchaser will be named the
Successful Bidder, subject to entry of the Salee@rd

E. CREDIT BID.

On or before the Bid Deadline, parties holding Bdvi'en on some or all of the Acquired
Assets that secures an allowed secured claim mayis@a credit bid for some or all of such
Acquired Assets to the fullest extent permittedarskction 363(k) of the Bankruptcy Code.

F. MODIFICATIONS/ RESERVATION OF RIGHTS.

The Debtors may (i) determine, in their reasonalieretion, which Qualified Bid or
Qualified Bids, if any, to present to the Bankryp€@ourt as the highest or otherwise best offer
for the Acquired Assets, (ii) reject, at any timefdre entry of an order of the Bankruptcy Court
approving any Qualified Bid as the Successful Bidy bid that, in the Debtors’ reasonable
discretion, is (a) inadequate or insufficient, @@t in conformity with the requirements of the
Bankruptcy Code or these Bidding Procedures, ocqnjrary to the best interests of the Debtors
and their bankruptcy estates and creditors; pralitleat the Stalking Horse Purchaser’s bid and
the Stalking Horse Agreement, after approval os¢hBidding Procedures, may not be rejected
under (a), (b), or (c) of this provision, (iii) Wwidraw, in their business judgment, the Motion if
pursuing approval of the Motion is determined tocbatrary to the best interests of the Debtors
and their bankruptcy estates and creditors, and d@ancel, in their business judgment, the
Auction and pursue an alternative transaction dhsalternative transaction is determined to be
in the best interests of the Debtors and their hgptky estates and creditors.
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The Debtors may extend or alter any deadline coethin these Bidding Procedures that
will better promote their receipt of higher or athese better offers for the Acquired Assets and
Designated Contracts (the “Extension Right”). Teh&idding Procedures are solely for the
benefit of the Debtors and their bankruptcy estat@he Debtors may waive or modify the
provisions in these Bidding Procedures or adopitiathal procedures as they see fit in their
business judgment (the “Modification Right”).

G. AUCTION.

If more than one Qualified Bid has been receivld, Debtors will conduct an Auction
for the sale of the Acquired Assets. Prior to gheetion, the Debtors shall send a copy of all
Qualified Bids to all Qualified Bidders. The Auati shall take place ofpril 23, 2014 at 10:00
a.m. (prevailing Eastern Time) at the offices of DLA Piper LLP (US), 1251 Avenaéthe
Americas, New York, NY 10020, or such later timesoich other place as the Debtors shall
designate in a subsequent notice to all Qualifiedti&s and Notice Parties. The Auction may
be adjourned or rescheduled without further ndbge@an announcement of the adjourned date at
the Auction. The Debtors reserve the right to ehtize Auction in their reasonable discretion.
The bidding shall start at the amount offered ia tilghest or otherwise best Qualified Bid, as
determined and announced by the Debtors in thesmbas judgment, after consultation with
their advisors, and will continue in increments$@D0,000 (the “Overbid Increments”) until the
bidding ceases. The Stalking Horse Purchaser halle the right to credit bid additional
indebtedness that may be owing under the Prepetitt@an Agreement and DIP Facility, as of
the anticipated Closing Date, that is not alreamtjuded in the Purchase Price under the Stalking
Horse Agreement. Notwithstanding anything contdine these Bidding Procedures, the
Debtors may modify or waive any provisions of th&eding Procedures at the Auction if, in
their reasonable judgment, such modification orvemaiwill better promote the goals of the
Auction, without providing any advance notice t@ t8talking Horse Purchaser or any other
party. Immediately prior to the conclusion of #hection, the Debtors, in consultation with their
advisors, will (a) review the last bid by each loé Qualified Bidders made at the Auction on the
basis of financial and contractual terms and sactofs relevant to the sale process, including
those factors affecting the speed and certaintgasfsummating the sale, (b) determine the
highest or otherwise best bid or combination ofsbior the Acquired Assets and Designated
Contracts at the Auction (the "Successful Bid”)daft) notify all Qualified Bidders at the
Auction, prior to its conclusion, of the name of tBuccessful Bidder.

After determining the Successful Bid, the Debtansconsultation with their advisors,
may determine which Qualified Bid is the next hast (the “Next Best Bid"). If the Successful
Bidder does not close the Transaction by the deitdosth in the Successful Bid or otherwise
agreed to by the Debtors and the Successful Bidaen,the Debtors shall be authorized to close
with the party that submitted the Next Best Bice(thext Best Bidder”), without a further court
order. The party that submits the Next Best Bialldte required to close the Transaction by the
date set forth in the Next Best Bid (excusing theetbetween the Auction and the date the Next
Best Bidder is advised that the Debtors will seeklose under the Next Best Bid), or otherwise
agreed to by the Debtors and the Next Best Bidder.

Each Qualified Bidder shall be required to confiamthe commencement of and from
time to time during the Auction that it has not aggd in any collusive behavior with respect to
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the sale of the Acquired Assets, the bidding or Albetion. The Auction will be conducted
openly and all creditors will be permitted to atteand observe. Bidding at the Auction will be
videotaped and/or transcribed.

All bidders at the Auction shall be deemed to hemesented to these Bidding Procedures
and to the core jurisdiction of the Bankruptcy Goand waived any right to a jury trial in
connection with any disputes relating to the Auttidhe sale and the construction and
enforcement of the applicable Asset Purchase Ageaem

H. NO ENTITLEMENT TO FEESFOR POTENTIAL BIDDERS OR QUALIFIED
BIDDERS.

The performance of due diligence, the tendering bid, the determination that a bid is a
Qualified Bid or the participation of a Qualifiedd8ler at the Auction shall not entitle a potential
qualified bidder or Qualified Bidder to any breaktgrmination or similar fee or reimbursement
of expenses and all potential qualified bidders @ualified Bidders waive any right to seek a
claim for substantial contribution.

l. RETURN OF THE GOOD FAITH DEPOSIT.

The Good Faith Deposits of all potential qualifieidders that are determined not to be
Qualified Bidders shall be returned promptly by Bscrow Agent. The Good Faith Deposits of
Qualified Bidders shall be held in escrow by therB® Agent. The Good Faith Deposits of all
Qualified Bidders, other than the Successful Bidaledt the Next Best Bidder, shall be returned
within two (2) business days after the conclusidrthe Sale Approval Hearing (as defined
below). The Good Faith Deposit of the Next Bestidgr shall be returned within two (2)
business days after the consummation of the Trénsawith the Successful Bidder, but in no
event later than sixty (60) days after the SalerApal Hearing.

J. ASIS WHERE IS

The Transaction shall be on an “as is, where isidoand without representations or
warranties of any kind, nature, or description bg Debtors, their estates, or their agents or
representatives. Except as otherwise expresslyiqaod in these Bidding Procedures, the
Stalking Horse Agreement, or any applicable Assetifase Agreement, each Qualified Bidder
shall be deemed to acknowledge and representttfipthas had an opportunity to conduct any
and all reasonable due diligence regarding the keduAssets and Designated Contracts prior to
making its bid, (ii) has relied solely upon its owmdependent review, investigation and/or
inspection of any documents and/or the Acquiredefssand Designated Contracts in making its
bid, and (iii)) did not rely upon any written or bratatements, representations, promises,
warranties or guaranties whatsoever, whether egpimeplied, by operation of law or otherwise,
regarding the Acquired Assets and Designated Castrar the completeness of any information
provided in connection therewith.
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K. SALE HEARING.

The Debtors will seek entry of an order from theBaptcy Court at a hearing (the “Sale
Approval Hearing”) to begin oipril 25, 2014 at 10:00 a.m. (prevailing Eastern Time),
subject to the availability of the Bankruptcy Couat approve and authorize the Transaction with
the Successful Bidder and conditionally approveTttansaction with the Next Best Bidder. The
Sale Approval Hearing may be adjourned or rescleeduhithout further notice by an
announcement of the adjourned date at the Salea&ppHearing.
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: : Chapter 11

REST10RA HEALTHCARE HOLDINGS, LLC, : Case No. 14-10367 ( )

etal.,

(Joint Administration Requested)
Debtors.

NOTICE OF BID DEADLINE, AUCTION AND SALE
APPROVAL HEARING IN CONNECTION WITH THE
SALE OF SUBSTANTIALLY ALL OF THE DEBTORS’ ASSETS
FREE AND CLEAR OF LIENS, CLAIMS, AND ENCUMBRANCES

PLEASE TAKE NOTICE OF THE FOLLOWING:

1. Restora Healthcare Holdings, LLC, Restora Hospitdllesa, LLC, and Restora
Hospital of Sun City, LLC (collectively, the “"Deb#J), seek to sell substantially all of their
assets (the “Assets”) free and clear of any anlies$, claims, and encumbrances.

2. On February 24, 2014, the Debtors filed a motide (tSale Motion”) with the
United States Bankruptcy Court for the DistrictDdlaware (the “Court”) seeking, among other
things, entry of an order (the “Bidding Procedu@sier”) (i) approving certain auction and
bidding procedures in connection with the sale wissantially all of the Debtors’ assets (the
“Bidding Procedures”), (ii) authorizing the Debtots enter into a stalking horse purchase
agreement, subject to higher or otherwise bettersf(iii) approving procedures relating to the
assumption and assignment of executory contraatls Larexpired leases (“Assumption and
Assignment Procedures”), (iv) scheduling an aucf{tbe “Auction”) and sale approval hearing
(the “Sale Approval Hearing”), (v) approving therrfo and manner of sale notice, and
(vi) granting related relie.

3. On , 2014, the Court entered thdimidProcedures Order.
All interested parties are invited to make offewgpuirchase the Acquired Assets in accordance
with the Bidding Procedures and the Bidding ProcesluOrder. Copies of the Bidding
Procedures and Bidding Procedures Order may beanebteby: (a) written request to the

The Debtors in these chapter 11 cases, togetitiertive last four digits of each Debtor’s fedeiat t
identification number, are: Restora Healthcare ks, LLC (2837); Restora Hospital of Mesa, LLC
(8773); and Restora Hospital of Sun City, LLC (1028 he mailing address for the Debtors, solely
for purposes of notices and communications, is 296&hwinds Parkway, Suite 160, Alpharetta,
Georgia 30009.

Capitalized terms used but not defined hereinl $faale the meanings ascribed to them in the Sale
Motion.
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Debtors’ counsel, DLA Piper LLP (US), 1251 Avenuetlte Americas, New York, New York
10020 (Attn: Thomas R. Califano, Esq. and DanielEGan, Esq.) and DLA Piper LLP (US),
1201 North Market Street, Suite 2100, Wilmingtonk 09801 (Attn: Stuart Brown, Esq.);
(b) accessing the Court's website at http://www.dstourts.gov (please note that a PACER
password is needed to access documents on thésomalisite); (c) viewing the docket of these
cases at the Clerk of the Court, United States Bantky Court for the District of Delaware, 824
North Market Street, 3rd Floor, Wilmington, Delawat9801; or (d) accessing the Debtors’
restructuring website, available at http://omnirogm/RestoraHealthcare. All interested
parties should carefully read the Bidding Procedurs.

4, The deadline to submit offers to purchase the AeguAssets ifpril 21, 2014
at 5:00 p.m. (prevailing Eastern Time) (the “Bid Deadline”). Pursuant to the Bidding
Procedures and Bidding Procedures Order, if twonore Qualified Bids (as defined in the
Bidding Procedures) are received on or before tiseO®2adline, the Debtors will conduct the
Auction commencing oApril 23, 2014 at 10:00 a.m. (prevailing Eastern Tme), at the offices
of DLA Piper LLP (US), 1251 Avenue of the Americ@¢ew York, NY 10020, or such later
time or such other place as the Debtors shall dategin a subsequent notice to all Qualified
Bidders and Notice Parties (as defined in the BigdProcedures), to determine the highest or
otherwise best bid for the Acquired Assets (thect®ssful Bid”). Only an entity that has
submitted a Qualified Bid (a_“Qualified Bidder”) sccordance with the Bidding Procedures to
(a) counsel to the Debtors: DLA Piper LLP (US), 1Z%enue of the Americas, New York, NY
10020 (Attn: Thomas R. Califano, Esg. and DanielEGan, Esqg.) and DLA Piper LLP (US),
1201 North Market Street, Suite 2100, Wilmingtonk 09801 (Attn: Stuart Brown, EsQ.);
(b) the Debtors’ Chief Restructuring Officer, Alear & Marsal Healthcare Industry Group,
LLC, 100 Pine Street, Suite 900, San Francisco98A11 (Attn: George D. Pillari); (c) counsel
to HealthCap Partners, LLC, as agent for the StgliHlorse Purchaser for noticing purposes,
Polsinelli P.C., 2501 N. Harwood, Suite 1900, Dgll&aX 75201 (Attn: James H. Billingsley,
Esq.); (d) counsel to Healthcare Finance Group, :LK&ye Scholer, LLP, 425 Park Avenue,
New York, NY 10022 (Attn: Benjamin Mintz, Esq.);)(eounsel to the Landlord, Arent Fox
LLP, 1675 Broadway, New York, NY 10019 (Attn: Andrd. Silfen, Esq.); and (f) counsel to
any statutory committee of unsecured creditors eyped in these cases, is eligible to participate
in the Auction.

5. The sale of the Acquired Assets to the Successfilddé® shall be presented for
authorization and approval by the Court at the Sgdproval Hearing, which is currently
scheduled to be held dkpril 25, 2014 at 10:00 a.m. (prevailing Eastern The) at the United
States Bankruptcy Court for the District of DelagjaB24 North Market Street, _ Floor,
Courtroom ____,Wilmington, Delaware 19801, before Honorable , United
States Bankruptcy Judge. The Sale Approval Heanay be adjourned or rescheduled without
further notice by announcing the adjourned dateeSale Approval Hearing.

6. Objections, if any, to approval of the sale of Awguired Assets to the Successful
Bidder shall (i) be in writing, (ii) comply with thBankruptcy Rules and the Local Rules, (iii) set
forth the name of the objector, (iv) state withtadarity the legal and factual bases for such
objection, and (v) be filed with the Clerk of th@@t, United States Bankruptcy Court for the
District of Delaware, 824 North Market Street, Bidor, Wilmington, Delaware 19801, together
with proof of service thereof, and served on tH®Wang partiesso as to be_actually received
no later than 12:00 p.m. (prevailing Eastern Time)on April 24, 2014 (a) counsel to the
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Debtors, DLA Piper LLP (US), 1251 Avenue of the Amas, New York, NY 10020 (Attn:
Thomas R. Califano, Esq. and Daniel G. Egan, Emad) DLA Piper LLP (US), 1201 North
Market Street, Suite 2100, Wilmington, DE 19801 tfAtStuart Brown, Esq.); (b) counsel to
HealthCap, as agent for the Stalking Horse PurcHas@oticing purposes, Polsinelli P.C., 2501
N. Harwood, Suite 1900, Dallas, TX 75201 (Attn: &snH. Billingsley, Esq.); (c) counsel to
Healthcare Finance Group, LLC, Kaye Scholer, LLE5 #ark Avenue, New York, NY 10022
(Attn: Benjamin Mintz, Esq.); (d) counsel to theniddord, Arent Fox LLP, 1675 Broadway,
New York, NY 10019 (Attn: Andrew I. Silfen, Esq(g) counsel to any statutory committee of
unsecured creditors appointed in these casespyfsel to the Successful Bidder; and (g) the
Office of the United States Trustee, 844 King Sir&ite 2207, Lockbox #35, Wilmington,
Delaware, 19899 (Attn: Benjamin A. Hackman, Esq.).

7. Failure of any entity to file an objection on orfdre the Objection Deadline shall
be deemed to constitute consent to the sale oAtlyeired Assets to the Successful Bidder and
other relief requested in the Sale Motion, and Heaato the assertion, at the Sale Approval
Hearing or thereafter, of any objection to the 94tdion, the Auction, the sale of the Acquired
Assets, or the Debtors’ consummation and performanicthe terms of the asset purchase
agreement entered into with the Successful Bidflauythorized by the Court.

8. After determining the Successful Bid, the Debtoesyrdetermine which Qualified
Bid is the next best bid (the “Next Best Bid”). tife Successful Bidder does not close the sale by
the date agreed to by the Debtors and the Suct¢&sdfier, then the Debtors shall be authorized
to close with the party that submitted the NexttBgisl (the “Next Best Bidder”), without a
further court order. The party that submits thetNgest Bid shall be required to close the sale
with the Debtors to the extent the Successful Bil$ to close.

9. This notice is subject to the full terms and coiodis of the Sale Motion, the
Bidding Procedures, and the Bidding Procedures Qrdad the Debtors encourage any
interested parties to review such documents irr tglirety. To the extent that this notice is
inconsistent with the Bidding Procedures Order,tédmms of the Bidding Procedures Order shall
govern.

[ Text Continues on the Next Page]
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Dated: , 2014
Wilmington, Delaware

EAST\70154435.1

DLA PIPER LLP (US)

/s Stuart M. Brown

Stuart M. Brown (DE 4050)

Daniel N. Brogan (DE 5723)

1201 N. Market Street, Suite 2100

Wilmington, DE 19801

Telephone: (302) 468-5700

Facsimile: (302) 394-2341

Email: Stuart.Brown@dlapiper.com
Daniel.Brogan@dlapiper.com

-and-

Thomas R. Califangp(o hac vice admission pending)

Daniel G. Egangro hac vice admission pending)

1251 Avenue of the Americas

New York, New York 10020

Telephone: (212) 335-4500

Facsimile: (212) 335-4501

Email: Thomas.Califano@dlapiper.com
Daniel.Egan@dlapiper.com

Proposed Attorneys for the Debtors and
Debtorsin Possession
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: : Chapter 11

RES'I;ORA HEALTHCARE HOLDINGS, LLC, : Case No. 14-10367 ( )
etal., :
. (Joint Administration Requested)
Debtors. :

NOTICE OF POTENTIAL ASSUMPTION AND ASSIGNMENT OF CE RTAIN
EXECUTORY CONTRACTS AND UNEXPIRED LEASES IN CONNECT ION
WITH THE SALE OF SUBSTANTIALLY ALL OF THE DEBTORS’ ASSETS

PLEASE TAKE NOTICE OF THE FOLLOWING:

1. On , 2014, the United States Bankyuptart for the District of
Delaware (the “Court”) entered an order (the "BrdgiProcedures Order”) in the chapter 11
cases of the above-captioned debtors and debtopossession (the_“Debtors”) approving,
among other things, certain procedures relatedh@¢oassumption and assignment of executory
contracts and unexpired leases (the “Designatedr&zig”) listed on Exhibit 1 annexed to this
Notice in connection with the sale of substantiallly of the Debtors’ assets (the “Acquired
Assets”). The Debtors may assume and assign thigixed Contracts to the successful bidder
for the Acquired Assets (the “Successful Bidderfidar the bidding procedures (the “Bidding
Procedures”) approved by the Bankruptcy Court innection with the Bidding Procedures
Order.

2. The Debtors believe that any and all defaults (othen the filing of this chapter
11 case) and actual pecuniary losses under thegmsd Contracts can be cured by the
payment of the cure amounts (the “Cure Amountstell on Exhibit 1 annexed to this Notice
(the “Assignment Schedule”). The Debtors reseheeright to delete items from, supplement,
and modify the Assignment Schedule at any timeyidedl that to the extent that the Debtors
add a Designated Contract to the Assignment Scheatunodify the Cure Amount, the affected
party shall receive separate notice and an opptytuo objection to such addition or
modification.

3. Any objection to the assumption and assignmentnyf Resignated Contract,
including, without limitation, any objection to tli@ure Amount or the ability of the Successful

1 The Debtors in these chapter 11 cases, togethbrthatlast four digits of each Debtor’'s federal tax
identification number, are: Restora Healthcare khgjsl, LLC (2837); Restora Hospital of Mesa, LLC
(8773); and Restora Hospital of Sun City, LLC (1028 he mailing address for the Debtors, solely
for purposes of notices and communications, is 296&hwinds Parkway, Suite 160, Alpharetta,
Georgia 30009.
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Bidder to provide adequate assurance of futureopednce under such Designated Contract,
must (i) be in writing, (ii) set forth the basig fine objection as well as any cure amount that the
objector asserts to be due (in all cases with gp@t® documentation in support thereof), and
(i) be filed with the Clerk of the Court, Unite8tates Bankruptcy Court for the District of
Delaware, 824 North Market Street, 3rd Floor, Wigton, Delaware 19801, and served on
(a) counsel to the Debtors: DLA Piper LLP (US), 1Z%enue of the Americas, New York, NY
10020 (Attn: Thomas R. Califano, Esg. and DanielEGan, Esg.) and DLA Piper LLP (US),
1201 North Market Street, Suite 2100, Wilmingtonk 09801 (Attn: Stuart Brown, EsQ.);
(b) counsel to HealthCap Partners, LLC, as agenth® Stalking Horse Purchaser for noticing
purposes, Polsinelli P.C., 2501 N. Harwood, Su@@Ql Dallas, TX 75201 (Attn: James H.
Billingsley, Esq.); (c) counsel to Healthcare FicarGroup, LLC: Kaye Scholer, LLP, 425 Park
Avenue, New York, NY 10022 (Attn: Benjamin Mintzsé&); (d) counsel to the Landlord, Arent
Fox LLP, 1675 Broadway, New York, NY 10019 (Attnndrew I. Silfen, Esq.); (e) counsel to
any statutory committee of unsecured creditors egped in these cases; (f) counsel to the
Successful Bidder; and (g) the Office of the Unitetes Trustee: U.S. Trustee, 844 King
Street, Suite 2207, Lockbox #35, Wilmington, Delasyal9899 (Attn: Benjamin A. Hackman,
Esq.),so as to be_actually received no later than 12:00m. (prevailing Eastern Time) on

the date that is fifteen (15) days after the filingof this Cure Notice (the “Assignment and
Cure Objection Deadline”).

4. To the extent that any entity does not timely obgcset forth above, such entity
shall be (i) forever barred from objecting to theswamption and assignment of its respective
Designated Contracts identified on the Assignmecite8ule, including, without limitation,
asserting any additional cure payments or requesoditional adequate assurance of future
performance, (ii) deemed to have consented to pipdicable Cure Amount, if any, and to the
assumption and assignment of the applicable Desgn&ontract, (ii) bound to such
corresponding Cure Amount, if any, (iv) deemed @avenagreed that the Successful Bidder has
provided adequate assurance of future performaintenwhe meaning of section 365(b)(1)(C)
of the Bankruptcy Code, (v) deemed to have agréed all defaults under the applicable
Designated Contract arising or continuing priothte effective date of the assignment have been
cured as a result or precondition of the assignma&mth that the Successful Bidder or the
Debtors shall have no liability or obligation witbspect to any default occurring or continuing
prior to the assignment, and from and after the dathe assignment the applicable Designated
Contract shall remain in full force and effect tbe benefit of the Successful Bidder and such
entity in accordance with its terms, (vi) deemedhtve waived any right to terminate the
applicable Designated Contract or designate ary darimination date under the applicable
Designated Contract as a result of any default dlsatirred and/or was continuing prior to the
assignment date, (vii) deemed to have agreed tieatDiebtors are not obligated under the
Designated Contracts following the effective dafetlme assumption and assignment, and
(viii) deemed to have agreed that the terms ofSake Order shall apply to the assumption and
assignment of the applicable Designated Contract.

5. If an objection is timely received and such ob@etcannot otherwise be resolved
by the parties, the Court may hear such objectianlater date set by the Court. The pendency
of a dispute relating to the Cure Amount will no¢yent or delay the assumption and assignment
of any Designated Contract or the sale of the AeguAssets to the Successful Bidder. If an
objection is filed only with respect to the cureamt listed on the Cure Notice, the dispute with
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respect to the cure amount will be resolved consalys if possible, or, if the parties are unable
to resolve their dispute, before the Court.

6. The Debtors’ decision to assume and assign to tlceeSsful Bidder a Designated
Contract is subject to Court approval and the shising. Accordingly, absent such approval
and closing, any of the Designated Contracts siwllbe deemed to be assumed and assigned,
and shall in all respects be subject to furtheriathtnation under the Bankruptcy Code. The
inclusion of any document on the Assignment Scheediiall not constitute or be deemed a
determination or admission by the Debtors or thec8ssful Bidder that the document is, in fact,
an executory contract or unexpired lease withinmiganing of the Bankruptcy Code (all rights
with respect thereto being expressly reserved).

7. Any anti-assignment provisions contained in, oreothise purporting to affect,
the Designated Contracts shall not restrict, lioniprohibit the assumption, assignment and sale
of such Designated Contracts, and such provisioesdaemed unenforceable anti-assignment
provisions within the meaning of section 365(ftleé Bankruptcy Code.

8. Copies of the Bidding Procedures Order and othievaat documents may be
obtained by: (i) written request to the Debtomstnsel, DLA Piper LLP (US), 1251 Avenue of
the Americas, New York, New York 10020 (Attn: ThesnR. Califano, Esq. and Daniel G.
Egan, Esq.) and DLA Piper LLP (US), 1201 North Martreet, Suite 2100, Wilmington, DE
19801 (Attn: Stuart Brown, Esq.); (i) accessing e thCourt's website at
http://www.deb.uscourts.gov (please note that a PR@assword is needed to access documents
on the court’s website); (iii) viewing the dockdttbese cases at the Clerk of the Court, United
States Bankruptcy Court for the District of DelaajaB24 North Market Street, 3rd Floor,
Wilmington, Delaware 19801; or (iv) accessing thebidrs’ restructuring website, available at
http://omnimgt.com/RestoraHealthcare.

[ Text Continues on the Next Page]
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Dated: , 2014
Wilmington, Delaware

EAST\70154811.1

DLA PIPER LLP (US)

/s/ Stuart M. Brown

Stuart M. Brown (DE 4050)

Daniel N. Brogan (DE 5723)

1201 N. Market Street, Suite 2100

Wilmington, DE 19801

Telephone: (302) 468-5700

Facsimile: (302) 394-2341

Email: Stuart.Brown@dlapiper.com
Daniel.Brogan@dlapiper.com

-and-

Thomas R. Califangp(o hac vice admission pending)

Daniel G. Egangro hac vice admission pending)

1251 Avenue of the Americas

New York, New York 10020

Telephone: (212) 335-4500

Facsimile: (212) 335-4501

Email: Thomas.Califano@dlapiper.com
Daniel.Egan@dlapiper.com

Proposed Attorneys for the Debtors and
Debtorsin Possession
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Exhibit 1

Assignment Schedule
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	Insert from: "Restora Asset Purchase Agreement (HAATH).pdf"
	A. Seller is engaged in the business of providing long term acute care services, specialty acute care services and sub-acute care services and related ancillary services through healthcare professionals at the facilities located at 215 S. Power Road, ...
	B. Restora Mesa and Restora Sun City are each wholly owned subsidiaries of Restora Holdings.  Rod Laughlin, George Dunaway, Greg Sassman, John Watkins, and HealthCap Partners/HCCG, LLC (collectively, the “Members”) own all of the issued and outstandin...
	C. Seller intends to file voluntary petitions for relief under title 11 of the United States Code (the “Bankruptcy Code”) in the United States Bankruptcy Court for the District of Delaware (the “Bankruptcy Court”), commencing cases under chapter 11 of...
	D. Seller is party to a Revolving and Term Loan and Security Agreement, dated as of June 29, 2012, with Healthcare Finance Group, LLC (“HFG”), as lender and administrative agent (in such capacities, the “Existing Lender Parties”), pursuant to which th...
	E. HFG, as agent and lender (in such capacities, the “DIP Lender Parties”), has agreed to provide postpetition debtor in possession financing to Seller in connection with the Bankruptcy Case, subject to Bankruptcy Court approval, consisting of a senio...
	F. Subject to certain conditions agreed to among Buyer, the Existing Lender Parties and the DIP Lender Parties, the Existing Lender Parties and the DIP Lender Parties have agreed to assign to Buyer all of their rights, interests, and obligations in, t...
	G. Buyer desires to purchase from Seller, and Seller desires to sell to Buyer, all of the assets, properties and rights of Seller relating to the Practice (except for the Excluded Assets) free and clear of liens, claims, interests, and encumbrances (e...
	H. As additional consideration, and as a material inducement to Buyer to enter into this Agreement and to consummate the transactions contemplated hereby, Seller desires to make certain representations, warranties, indemnities, covenants and agreement...
	I. Capitalized terms used herein have the meanings set forth in the Table of Definitions attached hereto as Schedule 1.0-F.
	ARTICLE I  ASSETS AND LIABILITIES
	1.1. Acquired Assets.
	(a) Subject to the terms and the conditions set forth in this Agreement and on the basis of the representations and warranties herein, Seller shall sell, convey, transfer, assign and deliver to Buyer and Buyer shall purchase, receive and accept from S...
	(b) With the exception of the Excluded Assets, the Acquired Assets include all tangible property, accounts, machinery, equipment, inventories, tenant improvements (regardless of whether they are accounted for as an asset on the books of Seller, goodwi...

	1.2. Excluded Assets.  Notwithstanding anything contained in Section 1.1 above, Buyer is not purchasing Seller’s (i) cash, (ii) cash equivalents, (iii) income tax receivables, (iv) deferred tax assets, (v) employee advances, (vi) prepaid insurance in...
	1.3. Assumed Liabilities.  As of the Closing Date, Seller shall assign to Buyer and Buyer shall assume only Seller’s obligations (i) under the Prepetition Loan Facility and the DIP Facility and (ii) arising from events occurring on or after the Closi...
	1.4. Excluded Liabilities.  Except as expressly set forth in this Agreement, Buyer does not assume and will not be liable for any of the direct or indirect debts, Claims, Interests, Encumbrances, obligations or liabilities of Seller, any Affiliate of...
	1.5. Employees.
	(a) Employees. Effective as of the Closing Date, Buyer or an Affiliate of Buyer shall offer employment to certain employees of Seller actively employed at the Practice immediately prior to Closing (collectively, the “Seller Employees”) in sufficient n...
	(b) Schedule 1.5(a) sets forth with respect to each of the Seller Employees such person’s position, date of hire, current salary and amount of any other accrued benefits to which such person may be entitled or for which such person has made either wri...
	(c) Seller shall retain all liability with respect to any individual currently receiving health care under the Consolidated Omnibus Budget Reconciliation Act, as amended (“COBRA”), including, but not limited to, those individuals receiving such benefi...

	1.6. Instruments of Transfer. The sale of the Acquired Assets and the assumption of the Assumed Liabilities as herein provided shall be effected at Closing by the “Assignment and Assumption and Bill of Sale” in the form attached hereto as Exhibit A.
	1.7. Payment of Sales Taxes. Seller shall pay any and all sales, use or other transfer taxes payable by reason of the transfer and conveyance of the Acquired Assets hereunder. Seller will prepare, deliver and if necessary file at or before Closing al...

	ARTICLE II  PURCHASE PRICE
	2.1. Consideration / Purchase Price. In reliance on Seller’s representations, warranties and covenants, the purchase price to be paid by Buyer to Seller for the Acquired Assets and the other rights set forth herein shall be $5,000,000 (the “Purchase ...
	2.2. Pro-Rations.  All business expenses incurred by Seller in the ordinary course with respect to the Practice, such as utilities, will be pro-rated as of the Closing Date, such that Buyer is responsible for amounts incurred with respect to periods ...
	2.3. Allocation of Purchase Price.  The Purchase Price will be allocated to the Acquired Assets in accordance with Schedule 2.3 attached hereto.  Buyer and Seller shall report the transactions contemplated by this Agreement for federal and state inco...
	2.4. Negotiated Value. The Purchase Price and the Purchase Price allocation set forth on Schedule 2.3 reflect the fair value of the Practice and the fair values of the Acquired Assets, respectively, agreed to by the parties hereto as a result of arms...
	2.5. [Intentionally Omitted].

	ARTICLE III  CLOSING AND POST-CLOSING
	3.1. Closing. The closing of the sale and purchase of the Acquired Assets (the “Closing”) will take place no later than May 15, 2014, so long as all of the conditions to closing set forth in Article VIII below are fully satisfied, or on such other da...
	3.2. [Intentionally Omitted].

	ARTICLE IV  REPRESENTATIONS AND WARRANTIES OF SELLER
	4.1. Organization, Good Standing and Qualification.  Each Seller is a Delaware limited liability company duly organized, validly existing and in good standing under the provisions of the laws of the State of Delaware, and is qualified and licensed to...
	4.2. Authorization; Binding Obligation.  Subject to Bankruptcy Court approval, Seller has full legal corporate right, power and authority to execute and deliver the Acquisition Agreements to which Seller is a party, and to carry out the transactions ...
	4.3. Consents and Approvals.
	(a) Governmental Consents and Approvals.  Subject to Bankruptcy Court approval, and except as set forth on Schedule 4.3(a) attached hereto, no notice, registration or filing with, or consent or approval of, or other action by, any federal, state or ot...
	(b) Third Party Consents.  Except as set forth on Schedule 4.3(b) attached hereto, no notice to, consent, approval or authorization of, any non-governmental third party is required to consummate the transactions or perform the related covenants and ag...

	4.4. No Violation.  The execution, delivery, compliance with and performance by Seller of the Acquisition Agreements and each of the other documents and instruments delivered in connection therewith do not and will not (a) violate or contravene the o...
	4.5. Licenses and Permits.  Schedule 4.5 attached hereto contains a true, correct and complete list and summary description of all Licenses that have been issued to Seller in connection with the Acquired Assets or the Practice (the “Seller Licenses”)...
	4.6. Ownership; No Subsidiaries.  All of Seller’s owners, whether direct or indirect and including the Members, are listed on Schedule 4.6 attached hereto.  Seller does not own and has not owned, either directly or indirectly, any interest or investm...
	4.7. Acquired Assets.  Seller is the sole and exclusive legal and equitable owner of all right, title and interest in, and has good, clear, indefeasible, insurable and marketable title to, all of the Acquired Assets free of all Liens, except for thos...
	4.8. Leases of Personal Property.  For purposes of this Agreement, “Personal Property Leases” means any lease, conditional or installment sale contract, Lien or similar arrangement to which any tangible personal property used by Seller in connection ...
	4.9. [Intentionally Omitted].
	4.10. Absence of Certain Events.  Except as noted on Schedule 4.10 attached hereto, since December 31, 2013, with respect to the Practice, except as noted on Schedule 4.10, to Seller’s Knowledge there has not been:
	(a) any material damage or destruction of any of the assets utilized in the Practice by fire or other casualty, whether or not covered by insurance, except as listed on Schedule 4.23;
	(b) except in the ordinary course of business, any termination of any provider agreement or other contract pursuant to which Seller receives compensation or reimbursement for patient care services in connection with the Practice;
	(c) except in the ordinary course of business, or otherwise as necessary to comply with any applicable minimum wage law, any increase in the salary or other compensation of any employee engaged in the Practice, or any increase in or any addition to ot...
	(d) any extraordinary compensation, bonus or distribution to Seller, the Members or to any Affiliate of Seller or of any Member;
	(e) any change in any of the accounting principles adopted by Seller, or any change in Seller’s policies, procedures, or methods with respect to applying such principles;
	(f) any dividends or distributions paid to the Members or any other Affiliates of Seller; or
	(g) any action that if taken after the Effective Date would constitute a breach of any of the covenants in Section 6.1 below.

	4.11. Legal Proceedings.  Other than the Bankruptcy Case or as listed on Schedule 4.11, there is no action, suit, litigation, proceeding or investigation pending or threatened by or against Seller or any Member (but in the case of the Members, relati...
	4.12. Payment Programs.
	(a) All Payment Programs in which Seller has participated at any time during the last three years are listed on Schedule 4.12 attached hereto (the “Seller Payment Programs”).  Seller is in compliance with, and a participating provider, in good standin...
	(b) To Seller’s Knowledge, neither Seller nor any of Seller’s Affiliates, directors, managers, officers, employees or agents has, directly or indirectly: (i) offered to pay to or solicited any remuneration from, in cash, property or in kind, or made a...
	(c) Neither Seller, nor any of its respective officers, managers, directors or employees: (i) has been or is currently suspended, excluded or debarred from contracting with any governmental authority or from participating in any Payment Program or has...

	4.13. Compliance with Laws.
	(a) To Seller’s Knowledge, Schedule 4.13 attached hereto lists all claims, statements, and other matters (including all correspondence or communications with governmental agencies, contractors, intermediaries or carriers) concerning or relating to any...
	(b) To Seller’s Knowledge, Seller has not received any notice to the effect that, or otherwise been advised that, it or the Practice is not in material compliance with any Laws, except as set forth on Schedule 4.13 attached hereto.
	(c) Seller has not submitted any claim to any Payment Program in connection with any referrals that violated any applicable self-referral Law, including the Federal Ethics in Patient Referrals Act, 42 U.S.C. § 1395nn (known as the “Stark Law”), or any...
	(d) Seller has complied with all disclosure requirements of all applicable self-referral Laws, including the Stark Law and any applicable state self-referral Law.
	(e) To Seller’s Knowledge, neither Seller nor any Affiliate of Seller has knowingly or willfully solicited, received, paid or offered to pay any remuneration, directly or indirectly, overtly or covertly, in cash or kind for the purpose of making or re...
	(f) To Seller’s Knowledge, Seller has not knowingly submitted any claim for payment to any Payment Program in violation of any Laws relating to false claim or fraud, including the Federal False Claim Act, 31 U.S.C. § 3729 et seq., the Federal False Cl...
	(g) To Seller’s Knowledge, Seller has complied in all respects with all Environmental Laws and Seller has not received any notice alleging any violation of any Environmental Laws with respect to the Practice or the Acquired Assets.  Any past noncompli...
	(h) To Seller’s Knowledge, Seller has complied with all applicable requirements of the Occupational Safety and Health Act and all applicable state equivalents, and with all applicable regulations promulgated under any such legislation, and with all or...
	(i) To Seller’s Knowledge, Seller has complied with all applicable security and privacy standards regarding protected health information under the Health Insurance Portability and Accountability Act of 1996, as amended (“HIPAA”), and all applicable st...
	(j) To Seller’s Knowledge, Seller has cared for its past and present patients in accordance with all standards pertaining to long term acute care facilities, skilled nursing facilities and applicable Laws.  There are have been no complaints or claims ...

	4.14. Employment Matters.
	(a) Schedule 1.5(a) contains a true and accurate list of each Seller Employee, together with such person’s position, date of hire, current salary, accrued paid time off, and amount of any other accrued benefits to which such person may be entitled or ...
	(b) Except as indicated on Schedule 1.5(a), no Transferring Employee (i) has an employment agreement with Seller, whether written or oral, or (ii) has indicated that he or she intends to terminate his or her employment with Seller or seek a material c...
	(c) Seller has adequate levels of employee staffing to conduct the Practice. The Transferring Employees constitute sufficient personnel to continue in all material respects the operations of the Practice uninterrupted following the Closing Date.
	(d) (i) Seller is not a party to any collective bargaining contracts or any other contracts, agreements or understandings with any labor unions or other representatives of the Seller Employees (a “Labor Contract”); (ii) Seller is not subject to any un...
	(e) Buyer will not assume any liability or responsibility for any benefit or other obligations arising out of or under any Employee Benefit Plan to which any Transferring Employee, or any Seller Employee who is not a Transferring Employee, is or may b...
	(f) No person employed by or affiliated with Seller has employed or proposes to employ any trade secret or any information or documentation proprietary to any former employer and, no person employed by or affiliated with Seller has violated any confid...

	4.15. Benefit Plan Compliance.  Except as described in Schedule 4.15 attached hereto, Seller or its ERISA Affiliates does not maintain or contribute to, nor has any liability or responsibility with respect to any Employee Benefit Plan.  Seller has no...
	4.16. [Intentionally Omitted].
	4.17. No Brokers.  Neither Seller nor any Affiliate of Seller has employed, either directly or indirectly, or incurred any liability to, any broker, finder or other agent in connection with the transactions contemplated by this Agreement.  Seller and...
	4.18. Taxes.  Seller has filed, or has caused to be filed, on a timely basis and subject to all permitted extensions, all Tax Returns with the appropriate governmental agencies in all jurisdictions in which such Tax Returns are required to be filed, ...
	4.19. List of Contracts.
	(a) For purposes of this Agreement, “Contracts” means all agreements, contracts and commitments, written or oral, directly related to the Practice, to which Seller is a party or by which Seller or the Acquired Assets or the Practice is bound including...
	(b) [Intentionally Omitted].
	(c) Seller has made no prepayments or deposits under any Contract except as set forth on Schedule 4.19.
	(d) To Seller’s Knowledge, the Contracts are valid and binding obligations and in full force and effect and have been entered into in the ordinary course of business, consistent with past practice. Seller has not received any notice from any other par...
	(e) Consummation of the transactions contemplated by this Agreement will not constitute a default under any Contract (including the Assigned Contracts) nor will it trigger any other provision in a Contract that would result in a change in such Contrac...
	(f) At any time and from time to time on or before earliest to occur of (i) the ninetieth (90th) day after Closing, (ii) dismissal of the Bankruptcy Case, (iii) conversion of the Bankruptcy Case to a case under chapter 7 of the Bankruptcy Code, and (i...

	4.20. Real Properties.  Schedule 4.20 attached hereto sets forth a true and complete description of all real property used in connection with the Practice (the “Premises”).  Seller has the right to use those Premises that it leases from third parties...
	4.21. Financing Statements.  There are no financing statements under the Uniform Commercial Code that name Seller as debtor or lessee filed in any state, except as set forth on Schedule 4.21 attached hereto.  Except for those no longer in effect, Sel...
	4.22. Transactions With Affiliates.  No Member, director, officer or employee of Seller or member of the family of any such person, or any corporation, partnership, trust or other entity in which any such person, or any member of the family of any su...
	4.23. Insurance.  Seller is, and will through the Closing Date be, insured with responsible insurers (including general liability insurance coverage of the Acquired Assets and Premises and professional liability coverage) against risks normally insur...
	4.24. Inventory.  Seller has maintained sufficient medical supplies and office inventory for the Practice consisting of items of a quality and quantity usable or saleable in the ordinary course of business at levels consistent with those maintained b...
	4.25. Intellectual Property.  Schedule 4.25 attached hereto sets forth a list of Intellectual Property owned, controlled or used by Seller, together in each case with a brief description of the nature of such right.  All Seller-owned fictitious or as...

	ARTICLE V  REPRESENTATIONS AND WARRANTIES OF BUYER
	5.1. Organization, Good Standing and Qualification.  Buyer is or prior to Closing will be a limited liability company duly organized, validly existing and in good standing under the laws of the State of Delaware.  Buyer has all requisite corporate po...
	5.2. Authorization; Binding Agreement.  Buyer has the corporate power and authority to execute and deliver this Agreement, and to carry out the transactions contemplated hereby. The execution and delivery by Buyer of the Acquisition Agreements to whi...
	5.3. Legal Proceedings.  There are no actions, suits, litigation, or proceedings pending or, to Buyer’s knowledge without inquiry, threatened against Buyer that could materially adversely affect Buyer’s ability to perform its obligations under this A...
	5.4. No Brokers.  Buyer has not employed, either directly or indirectly, or incurred any liability to, any broker, finder or other agent in connection with the transactions contemplated by this Agreement.  Buyer shall indemnify Seller for any claims ...
	5.5. No Violation.  The execution, delivery, compliance with and performance by Buyer of the Acquisition Agreements to which Buyer is a party and each of the other documents and instruments delivered in connection therewith do not and will not (a) vi...
	5.6. Neither Buyer, nor, to Buyer’s knowledge without inquiry, any of its respective officers, directors, managers or employees:  (i) has been or is currently suspended, excluded or debarred from contracting with any governmental authority or from pa...
	5.7. Neither Buyer nor, to Buyer’s knowledge without inquiry, any of its respective directors, managers, officers or employees or any of its subsidiaries, directly or indirectly, has made or offered to make, or solicited or received, any contribution...
	5.8. Buyer’s policies with respect to maintaining the confidentiality and nondisclosure of consumer personal identification information and patient records are at least as protective of consumers’ and patients’ rights and information as the Seller’s ...

	ARTICLE VI  COVENANTS
	6.1. Conduct of the Practice Pending Closing.  Between the Effective Date and the Closing Date, and subject to any limitations and restrictions created by the lack of available funds or the provisions of the Bankruptcy Case, unless Buyer consents in ...
	(a) Sell, pledge, dispose of, grant, transfer, lease, license, guarantee, encumber, or authorize the sale, pledge, disposition, grant, transfer, lease, license, guarantee or encumbrance of the Practice, or any membership interests of Seller (including...
	(b) Acquire (including by merger, consolidation or acquisition of stock or assets) for or in connection with the Practice any interest in any corporation, partnership, other business organization, person or any division thereof or any assets, other th...
	(c) Enter into, amend, terminate, cancel or make any material change in any Contract or Personal Property Lease;
	(d) Make or authorize any capital expenditure, dividends or distributions;
	(e) Increase the compensation payable or to become payable to any Seller Employee, except for increases in the ordinary course of business in accordance with past practices in salaries or wages of such employees, or grant any rights to severance or te...
	(f) Modify any material accounting policies, procedures or methods; or
	(g) Take any action that could result in the representations and warranties set forth in Article IV above becoming false or inaccurate;
	(h) Take any action or fail to take any action that could result in a Seller Material Adverse Effect.

	6.2. Notice by Seller of Certain Events.  Seller shall give prompt written notice to Buyer of (a) any notice or other communication from any person alleging that the consent of such person is or may be required in connection with the consummation of ...
	6.3. Consents and Approvals.
	(a) Consents.  Unless otherwise agreed to in writing by Buyer, Seller shall obtain prior to the Closing Date all Third Party Consents and Governmental Approvals.  If a Third Party Consent or Governmental Approval is not obtained and delivered at Closi...
	(b) Cooperation.  Buyer and Seller shall each use commercially reasonable efforts after the Closing Date to pursue the Third Party Consents and Governmental Approvals to the extent not previously obtained in connection with the consummation of the tra...
	(c) In the event any Governmental Approval cannot be timely obtained due to Seller’s average length of stay not satisfying regulatory requirements, then the parties hereby agree to modify the terms of this Agreement prior to the Closing as may be nece...

	6.4. Seller shall prepare and deliver to Buyer as soon as reasonably practicable, but in no event later than twenty (20) days prior to the bid deadline established in the Bidding Procedures Order, copies of the proposed Schedules.  Seller hereby agre...
	6.5. [Intentionally Omitted].
	6.6. Preservation of and Access to Information and Records.
	(a) After the Closing, Buyer shall keep and preserve all medical records and other books and records relating to the Practice and/or the Acquired Assets existing as of the Closing and that are delivered to Buyer by Seller, provided that, subject to th...
	(b) After the Closing, Seller shall keep and preserve all medical records and other records of the Practice as of Closing that are not delivered to Buyer by Seller and that are required to be kept and preserved by applicable Law or in connection with ...

	6.7. [Intentionally Omitted].
	6.8. Access to Information. From the date hereof until the Closing, Seller shall (a) afford Buyer and its representatives full and free access to and the right to inspect all of the real property, properties, assets, premises, books and records, Cont...

	ARTICLE VII  CONFIDENTIALITY
	7.1. Confidentiality.
	(a) All information not disclosed to the public by Seller regarding the Practice and the medical information of any patient currently receiving treatment or having previously received treatment at the Practice that is compiled by, obtained by, or furn...
	(b) Each of the parties shall not divulge, directly or indirectly, any Confidential Information of the other party in any manner contrary to the interests of such party, use or cause or suffer to be used any Confidential Information in competition wit...
	(c) The term “Confidential Information” does not include information that (i) is at the time of disclosure or later becomes generally known to the public or within the industry or segment of the industry to which such information relates without viola...


	ARTICLE VIII  CONDITIONS PRECEDENT TO BUYER’S PERFORMANCE AND TO SELLER’S PERFORMANCE
	8.1. Conditions to Buyer’s Obligations. The obligations of Buyer under this Agreement are subject to the satisfaction of the following conditions on or prior to the Closing Date, all or any of which may be waived in writing by Buyer:
	(a) All representations and warranties made by Seller in this Agreement and in any written statements delivered to Buyer under this Agreement shall be true and correct as of the Effective Date and as of the Closing Date as though made on such dates, e...
	(b) Seller shall have performed, satisfied and complied in all material respects with all obligations and covenants required by this Agreement to be performed or complied with by them on or prior to the Closing Date.
	(c) Seller shall have executed and delivered to Buyer the Assignment and Assumption and Bill of Sale in the form attached hereto as Exhibit A, dated and effective as of the Closing Date.
	(d) Seller shall have delivered to Buyer all other documents required to be delivered by them hereunder, and all such documents shall have been properly executed by each of them, if applicable.
	(e) Subject to Section 6.3(c), Buyer shall have received from Seller all Third Party Consents and Governmental Approvals in form and substance satisfactory to Buyer, effective as of the Closing Date, if any, unless such Third Party Consent is not requ...
	(f) The Bankruptcy Court shall have entered an order authorizing the assumption and assignment of the Real Property Leases and approving any modification to the Real Property Leases in form and substance satisfactory to Buyer and lessors of the Real P...
	(g) All schedules and exhibits attached to this Agreement are delivered to Buyer by Seller pursuant to this Agreement.
	(h) The Bankruptcy Court shall have entered the Sale Order in accordance with Section 11 below and the Sale Order shall have become final and non-appealable; provided that the Closing may be extended by Seller, at its option, for up to an additional 3...
	(i) All of the Assigned Contracts and Assigned Personal Property Leases shall have been validly assumed and assigned under Section 365 of the Bankruptcy Code to Buyer pursuant to the Sale Order.
	(j) Buyer has not received any notice or notices pursuant to Section 6.2 of this Agreement which in the aggregate could be reasonably expected to be materially adverse to the condition (financial or otherwise), properties, assets, liabilities, busines...

	8.2. Conditions to Seller’s Obligations. The obligations of Seller under this Agreement are subject to the satisfaction of the following conditions, on or prior to the Closing Date, all or any of which may be waived in writing by Seller:
	(a) All representations and warranties made by Buyer in this Agreement and in any written statements delivered to Seller under this Agreement shall be true and correct in all material respects as of the Effective Date and as of the Closing Date as tho...
	(b) Buyer shall have performed, satisfied and complied in all material respects with all obligations and covenants of Buyer required by this Agreement to be performed or complied with by it on or prior to the Closing Date.
	(c) Buyer shall have delivered to Seller all documents required to be delivered by Buyer hereunder, and all such documents shall have been properly executed by Buyer, if applicable.
	(d) Buyer shall have executed and delivered to Seller the Assignment and Assumption and Bill of Sale in the form attached hereto as Exhibit A, dated and effective as of the Closing Date.
	(e) The Bankruptcy Court shall have entered the Bidding Procedures Order and the Sale Order in accordance with Section 11 below and the Sale Order shall have become final.

	8.3. No Injunction or Action. The obligations of both Buyer and Seller under this Agreement are conditioned upon there being, as of the Closing Date, no preliminary or permanent injunction or other order, decree or ruling issued by a court of compete...

	ARTICLE IX  [INTENTIONALLY OMITTED]
	ARTICLE X  MISCELLANEOUS
	10.1. Termination. This Agreement may be terminated and the transaction contemplated hereby may be abandoned at any time prior to the Closing Date as follows:
	(a) By mutual written consent of Buyer and Seller;
	(b) By Buyer at any time after 15 business days following the date hereof, if Seller has not filed the Sale Motion with the Bankruptcy Court on or before such date;
	(c) By Buyer or Seller at any time after 30 days following the date hereof, if the Bidding Procedures Order is not entered on or before such date;
	(d) By Buyer or Seller at any time after 45 days following the entry of the Bidding Procedures Order, if the Sale Order has not been entered on or before such date;
	(e) By Seller upon or after the entry of a Sale Order approving a transaction with another party that has submitted a Competing Bid that has been accepted by Seller in accordance with Section 11.3 hereof;
	(f) Subject to any extension rights of Seller as expressly set forth herein under Section 8.1 or otherwise, by either Buyer or Seller, if Closing has not occurred on or before May 15, 2014, provided that the right to terminate this Agreement under thi...
	(g) Subject to Section 4.3(a) hereof, by either Buyer or Seller, if any order or other legal restraint or prohibition preventing the consummation of the transaction contemplated by this Agreement has been issued by any governmental authority or any La...
	(h) By Buyer, upon a breach of, or failure to perform in any material respect (which breach or failure cannot be or has not been cured within 30 days after the giving of notice of such breach or failure), any representation, warranty, covenant or agre...
	(i) By Seller, upon a breach of, or failure to perform in any material respect (which breach or failure cannot be or has not been cured within 30 days after the giving of notice of such breach or failure), any representation, warranty, covenant or agr...

	10.2. Notice of Termination; Effect of Termination.  If this Agreement is terminated by either Buyer or Seller pursuant to Section 10.1(b), Section 10.1(c), Section 10.1(d), Section 10.1(e), Section 10.1(f), Section 10.1(g), or Section 10.1(h) above,...
	10.3. Expenses.  Except as otherwise specified herein, each of the parties hereto shall pay its own fees, costs and expenses incurred in connection with the negotiation, preparation, execution and delivery of this Agreement and the consummation of th...
	10.4. Entire Agreement; Amendment.  The Acquisition Agreements, together with their Schedules and Exhibits and all ancillary agreements and exhibits and schedules thereto to be delivered at Closing, contain the entire understanding of the parties wit...
	10.5. Assignment.  No party hereto shall assign or otherwise transfer this Agreement or any of its rights hereunder, or delegate any of its obligations hereunder without the prior written consent of the other party, provided that Buyer will be permit...
	10.6. Counterparts.  This Agreement may be executed in two or more counterparts, any one of which need not contain the signatures of all parties, but all of which counterparts when taken together will constitute one and the same agreement.  Facsimile...
	10.7. Law Governing Agreement; Bankruptcy Court Jurisdiction.  This Agreement shall be construed and interpreted according to the internal laws of the State of New York without regard to any conflicts of law provisions.  The parties agree that the Ba...
	10.8. Schedules and Exhibits.  The Schedules and Exhibits attached hereto are an integral part of this Agreement.  All exhibits and schedules attached to this Agreement are incorporated herein by this reference and all references herein to this “Agre...
	10.9. Severability.  Any provision hereof that is held to be prohibited or unenforceable in any jurisdiction will, as to such jurisdiction, be adjusted rather than avoided, if possible, to achieve the intent of the parties to this Agreement to the ex...
	10.10. Notices.  All notices or other communications required or permitted hereunder must be in writing and will be deemed properly given three business days after being sent by registered or certified mail, postage prepaid, to the parties at the add...
	10.11. Representation by Counsel.  Each party hereto acknowledges that it has been advised by legal and any other counsel retained by such party in its sole discretion.  Each party acknowledges that such party has had a full opportunity to review thi...
	10.12. Construction.  The parties have participated jointly in the negotiations and drafting of this Agreement and if any ambiguity or question of intent or interpretation arises, no presumption or burden of proof will arise favoring or disfavoring a...
	10.13. Certain References.  As used in this Agreement, and unless the context requires otherwise: references to “include” or “including” mean including without limitation and are intended to be illustrative and not restrictive of the word or phrase t...
	10.14. Waivers.  No waiver by any party, whether express or implied, of its rights under any provision of this Agreement will constitute a waiver of the party’s rights under such provisions at any other time or a waiver of the party’s rights under an...

	ARTICLE XI
	11.1. Seller’s Motions in Bankruptcy Court.
	(a) Within one business day of the filing of Bankruptcy Case, Seller will serve and file a motion (the “Sale Motion”) requesting that the Bankruptcy Court (i) schedule the Bidding Procedures Hearing (as defined in Section 11.2 below) on a date no late...
	(b) Seller will provide Buyer with a reasonable opportunity to review and comment upon the Sale Motion, the Bidding Procedures Order, the Sale Order and any other pleading pertaining in any way to the transaction contemplated by this Agreement prepare...
	(c) Notice of the sale of the Acquired Assets and the Practice, the Sale Motion and of the transactions contemplated in this Agreement shall be in a form acceptable to Buyer in its reasonable discretion and be served in accordance with applicable law ...
	(d) The Sale Motion shall request that the sale of the Acquired Assets be free and clear of all liens, claims, and encumbrances to the fullest extent permitted under section 363(f) of the Bankruptcy Code.

	11.2. Bidding Procedures Order.  Buyer acknowledges that in connection with the sale of the Acquired Assets, Seller shall have advertised as shall be directed by the Bankruptcy Court following a hearing (the “Bidding Procedures Hearing”) and the entry...
	(a) Schedule the Sale Hearing;
	(b) Schedule an auction prior to the Sale Hearing (the “Auction”);
	(c) Provide that any party wishing to qualify as a buyer must provide to Seller adequate financial assurance of capability to close and perform post-Closing under the Assigned Contracts and Assigned Personal Property Leases on or before the bid deadli...
	(d) Provide that any party desiring to participate in the Auction must, prior to the Auction, submit to Seller the information required by the Bidding Procedures Order, including (i) an initial bid of not less than $5,000,000 (i.e., the cash equivalen...
	(e) Provide that any subsequent offer or bid for any of the Acquired Assets at the Auction (a “Competing Bid”) must be at least $100,000 greater than the preceding bid;
	(f) Provide that, if Buyer elects to participate in bidding at the Auction, Buyer may credit bid, to the fullest extent permissible under section 363(k) of the Bankruptcy Code, any additional indebtedness that may be owing in connection with the Prepe...
	(g) Provide that, within five (5) business days after entry of the Bidding Procedures Order, Seller shall file with the Bankruptcy Court a notice with respect to Cure Costs and serve such notice on all necessary persons.  The notice shall set forth, (...

	11.3. Acceptance of Competing Bid.  If the highest or best offer is submitted at the Auction by a party other than Buyer (the “Successful Bidder”), then Seller shall be entitled to terminate this Agreement and close a sale pursuant to such other offer...
	11.4. Defense of Orders.  If, following the Closing, the Bidding Procedures Order, the Sale Order, or any other order of the Bankruptcy Court relating to this Agreement shall be appealed (or a petition for certiorari or motion for rehearing or reargum...

	1. Bill of Sale.
	(a) Except for Excluded Assets and subject to Permitted Encumbrances (each of which are defined in the Purchase Agreement), Seller hereby sells, conveys, transfers, assigns and delivers to Buyer, its successors and assigns, free and clear of any pledg...
	(b) Notwithstanding anything contained herein, Buyer is not purchasing from Seller any Excluded Assets.
	(c) It is understood by both Seller and Buyer that, contemporaneously with the execution and delivery of this Agreement, Seller may be executing and delivering to Buyer certain further assignments and other instruments of transfer that in particular c...
	(d) Seller does hereby irrevocably constitute and appoint Buyer, its successors and assigns, its true and lawful attorney, with full power of substitution, in its name or otherwise, and on behalf of Seller, or for its own use, to claim, demand, collec...

	2. Assignment and Assumption of Assumed Liabilities.
	(a) Seller hereby assigns to Buyer, its successors and assigns, and Buyer hereby assumes, in accordance with the terms and conditions of the Purchase Agreement, the Assumed Liabilities. Notwithstanding anything in this Agreement to the contrary, excep...
	(b) If Seller and/or Buyer determines after execution of this Agreement that one or more contracts or agreements between Seller and any third party necessary to operate the Acquired Assets was not designated as an Assigned Contract or an Assigned Pers...
	(c) Seller hereby authorizes and directs all obligors under any Assigned Contracts and Assigned Personal Property Leases included in the Assumed Liabilities, to deliver any warrants, checks, drafts or payments to be issued or paid to Seller pursuant t...
	(d) Any payment that may be received by Seller to which Buyer is entitled by reason of this Agreement or the Purchase Agreement will be received by Seller as trustee for Buyer, and will be immediately delivered to Buyer without commingling with any ot...
	(e) Notice of the assignment under this Agreement may be given at the option of either party to all parties to the Assigned Contracts and the Assigned Personal Property Leases (other than Seller) or to such parties’ duly authorized agents.
	(f) The assumption by Buyer of any Assumed Liabilities will not enlarge the rights of any third party with respect to any Assumed Liabilities, nor will it prevent Buyer, with respect to any party other than Seller, from contesting or disputing any Ass...
	(g) Seller hereby appoints Buyer, its successors and assigns, as the true and lawful attorney-in-fact of Seller, with full power of substitution, having full right and authority, in the name of Seller, to collect or enforce for the account of Buyer, l...

	3. Consummation of Purchase Agreement. This Agreement is intended to evidence the consummation of the assignment by Seller and assumption by Buyer of the Assumed Liabilities and the sale by Seller and the purchase by Buyer of the Acquired Assets conte...
	4. Binding Effect. This Agreement will be binding upon and inure to the benefit of the parties and their respective successors and assigns.
	5. Further Assurances. After the Closing Date, each party will from time to time, at the other party’s request and without further cost to the party receiving the request, execute and deliver to the requesting party such other instruments and take suc...
	6. Governing Law. This Agreement is governed by and construed in accordance with the laws of the State of New York applicable to agreements made and to be performed in that State without giving effect to conflicts of law principles.
	7. Counterparts. This Agreement may be signed in any number of counterparts and all such counterparts will be read together and construed as one and the same document. Facsimile copies of signatures will be deemed originals for all purposes hereof and...


