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TO THE HONORABLE SCOTT C. CLARKSON, UNITED STATES BANKRUPTCY
JUDGE; THE OFFICE OF THE UNITED STATES TRUSTEE; CREDITORS AND
THEIR ATTORNEYS, AND INTERESTED PARTIES:

SJ Medical LLC, a California Limited Liability Company, (the “Reorganized Debtor™)
submits this Motion For Entry of Order: (A) Authorizing the Sale of Real and Personal Property
of the Reorganized Debtor Free and Clear of Liens, Claims, Encumbrances and Interests;

(B) Authorizing the Assignment of Real Property Leases; (C) Authorizing Distribution of Sale
Proceeds; (D) Waiving 14-Day Stay Imposed by FRBP 6004(h) and FRBP 6006(d); And
(E) Granting Related Relief (the “Motion”).

The assets to be sold are certain improved commercial real property commonly known as
1695 San Jacinto Ave., San Jacinto California 92583-5103 and certain personal property
consisting of office furniture (collectively the “Property”). The terms of the proposed sale are set
forth in the Standard Offer, Agreement and Escrow Instructions For Purchase of Real Property,
including the Revised Addendum, dated as of December 21, 2016, between the Reorganized
Debtor and Alfred and Barbara Santos Trust, dated February 12, 1979 (the “Buyer™)
(collectively, the “Agreement™). A true and correct copy of the Agreement is attached to the
appended Declaration of Richard Anthony (the “Anthony Declaration”) as Exhibit 1.

The proposed sale is subject to higher and better bids, as may be determined by the
Bankruptcy Court at the hearing on this Motion. The Court entered the Order Establishing
Bidding Procedures For Sale Of Real And Personal Property Of The Reorganized Debtor And
Setting Hearing For Motion For Order Authorizing Sale And Auction (the “Sale Procedures
Order”) on December 30, 2016 as ECF Docket No. 251. A true and correct copy of the Sale
Procedures Order is attached as Exhibit 2 to the Declaration of Pamela J. Zylstra (the “Zylstra
Declaration”). The approved procedures for the auction sale and bidding are attached to the Sale
Procedures Order as Exhibit 1. The proposed form of order granting the relief requested by the

Motion is attached as Exhibit 5 to the Zylstra Declaration.
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The sale will be free and clear of liens, claims, encumbrances and interests under

Sections 105 and 363 of the Bankruptcy Code and includes the assignment of certain leases of

the Property that were assumed pursuant to the Plan confirmed by the Court by order entered on

March 20, 2015.

By the Motion, the Reorganized Debtor requests that the Court enter an order granting to

the Reorganized Debtor the following relief:

L.
2.

Granting the Motion and such other relief as may be appropriate in this case;
Finding that the notice of the Motion was adequate and satisfied the requirements

of Federal and Local Bankruptcy Rules including LBR 6004-1;

. Finding that the Buyer is a good faith purchaser for value and entitled to the

protections of Section 363(m);

Authorizing the Debtor to distribute the sale proceeds as requested;

Authorizing the assignment to the Buyer of the leases assumed pursuant to the
terms of the Plan;

Waiving the 14-day stay of an order authorizing the sale of property imposed by
Rule 6004(h) and of an order authorizing the assignment of unexpired leases
imposed by Rule 6006(d) of the Federal Rules of Bankruptcy Procedure; and
Granting related relief required to effectuate the sale of the Property and the

assignment of the Assumed Leases.

DATED: January LZ 2017 PAMELA JAN ZYLSTRA

A PROFESSIONAL CORPORATION

By: @W@ W""

Pamela J. Zylst [/
Attorneys for Reorganized Debtor, S.J. Medical,
LLC, a California Limited Liability Company
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MEMORANDUM OF POINTS AND AUTHORITIES

I.
JURISDICTION AND VENUE

The Court has jurisdiction over this matter pursuant to 28 U.S. C. §§ 157 and 1334. This
matter relates to the sale of property and the assignment of leases of property of the Reorganized
Debtor and, is, accordingly, a core proceeding pursuant to 28 U.S.C. §§ 157(2)(A), (M), and (O).
Venue of this case is proper in this Court pursuant to 28 U.S.C. §§ 1408 and1409. The statutory
predicates for the relief requested in this Motion are Sections 105, 363 and 365 of the United
States Code (the “Bankruptcy Code™), and Rules 6004 and 6006 of the Federal Rules of
Bankruptcy Procedure.

By the Motion, the Reorganized Debtor requests entry of an order authorizing the sale of
substantially all the assets of the estate consisting of certain commercial real property, including
certain personal property identified as office furniture, the assignment of certain assumed leases,
and issuance of findings of fact related to that relief. The proposed sale will be free and clear of
liens, claims, encumbrances and interests. The proposed sale is subject to overbids pursuant to
the terms set by order of this Court.

II.
STATEMENT OF FACTS

The Reorganized Debtor owns improved commercial real estate in San Jacinto,
California. The real property consists of approximately .60 acres located at 1695 San Jacinto
Avenue, San Jacinto, California 92583-5103, APN 439-112-028 (the “Property”). The
Reorganized Debtor purchased the Property as vacant land and developed an approximately
28,124 square foot 2-story medical office building on the site with 18 medical office suites for
lease. The current occupancy rate for the Property is approximately 92%.

PFF Bank & Trust provided the financing for development of the Property. During the
financial crisis of 2008 to 2009, the Federal Deposit Insurance Corporation was appointed as the

receiver for PFF Bank & Trust. As of approximately April 2009, U.S. Bank National
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Association (“U.S. Bank, N.A.”) was the successor in interest to the FDIC as receiver for PFF
Bank & Trust. The construction loan for development of the Property matured in 2012. The
Reorganized Debtor negotiated with U.S. Bank as well as other lenders to obtain permanent
financing to pay off the construction loan. All efforts to obtain financing were unsuccessful
primarily because of the credit history of Robert E. Osborne, Sr., a member of the Reorganized
Debtor. The Reorganized Debtor filed a voluntary Chapter 11 petition on September 16, 2013, to
stop the foreclosure sale scheduled by U.S. Bank.

On November 20, 2014, the Reorganized Debtor filed the Debtor’s Chapter 11
Liquidation Plan Dated November 20, 2014 as ECF Docket No. 175 (the “Plan”). The Plan
provides for the sale of the Property and the distribution of the sale proceeds to pay all “Allowed
Claims” as defined by the Plan. On March 20, 2015, the Order Confirming the Plan was entered
by the Bankruptcy Court as ECF Docket No. 223. The Reorganized Debtor proposes to sell the
Property to implement the terms of the Plan.

A. Terms of Sale of the Property.

On or about November 28, 2016, the Reorganized Debtor received the Standard Offer.
Agreement and Escrow Instructions For Purchase of Real Property from the Alfred and Barbara
Santos Trust dated February 12, 1979 (the “Buyer”) to purchase the Property for $5,400,000.00.
Thereafter, the Reorganized Debtor and the Buyer engaged in negotiations regarding the terms
and conditions for the proposed sale, including the bidding procedures, overbid protection and
breakup fee for the sale. On December 14, 2016, the Reorganized Debtor and the Buyer
executed the Standard Offer, Agreement and Escrow Instructions For Purchase of Real Property,
including the Addendum thereto, (collectively, the “Agreement’). A true and correct copy of the
Agreement is attached as Exhibit 1 to the appended Anthony Declaration.

The Reorganized Debtor determined it was in the best interests of all creditors and the
estate to enter into the Agreement for the sale of the Property free and clear of liens, claims and

interests. Subject to the specific terms of the Agreement, the terms are summarized as follows:
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1 1. Property. The sale of the Property represents a sale of substantially all the assets

2 of the estate as contemplated by the Plan. The sale includes the personal property of the

3 estate located at Suite G of the Property. See, Personal Property Inventory appended to

4 Agreement.

5 2. Leases. The sale of the Property includes the assignment of each lease of one or

6 more suites of the Property. A list of all the leases of the Property, including the original

7 lease date, lease extension date, and name and address of each tenant is attached as

8 Exhibit 3 to the appended Anthony Declaration.

9 3. No Contingencies. Subject only to obtaining Bankruptcy Court approval of the
10 sale, the Buyer acknowledges that there are no contingencies to the closing of the sale of
11 the Property under the Agreement.

12 4. No Broker Commissions. The Debtor is not represented by a real estate broker.
13 The Seller will pay directly to its real estate broker any commission for the sale and

14 purchase of the Property. No real estate broker’s commission will be paid through the

15 escrow established for the sale of the Property.

16 5. Purchase Price. The purchase price of $5,400,000.00 is to be paid by the Buyer to
17 Reorganized Debtor as follows:

18 a. Good Faith Deposit: The Buyer provided Reorganized Debtor with a good
19 faith deposit in the amount of One Hundred Thousand Dollars

20 ($100,000.00) (the “Good Faith Deposit”). The Good Faith Deposit was
21 deposited in the client trust account of counsel for the Reorganized Debtor
22 until the sale of the Property is approved by the Bankruptcy Court.

23 b. Cash at Closing: Buyer will pay Reorganized Debtor Five Million Three
24 Hundred Thousand Dollars ($5,300,00.00) at the Closing.

25 6. Free and Clear of Liens. The sale will be free and clear of all liens, claims and
26 encumbrances, as defined by the Agreement.

27

28 .
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7. “AS IS” Sale. The sale of the Property is “AS IS” without any warranties,
expressed or implied, being given by the Reorganized Debtor

8. Bankruptcy Court Approval. The sale is subject to entry of an order by the U.S.

Bankruptcy Court authorizing the Reorganized Debtor to sell the Property.

9. Overbidding/Auction. The sale is subject to higher and better bids submitted at

the auction to be held concurrently with the hearing to approve the proposed sale of the

Property.

10. Bidding Procedures. The Agreement provides for specified bidding procedures

and bid protection provisions (the “Sale Procedures™). A copy of the Order Establishing

Bidding Procedures for Sale of Real and Personal Property of the Reorganized Debtor is

attached to the appended Zylstra Declaration as Exhibit 2. A copy of the Sale Procedures

is attached as an exhibit to the Sale Order and are summarized below.

11. Closing. The Agreement provides for the closing of the sale within 15 days after
entry of the order authorizing the Debtor to sell the Property, or such earlier date as
agreed by the parties in writing, subject to any applicable stay. The time for closing the
sale may also be extended by written agreement signed by all parties.

This is a summary only and is qualified in its entirely by the contents of the Agreement
and Sale Procedures Order which contain other provisions not described herein. All interested
parties are urged to review the specific terms of the Agreement that is attached as Exhibit 1 to the
Anthony Declaration and the Sale Procedures Order that is attached as Exhibit 2 to the appended
Zylstra Declaration.

B. Bidding Procedures.

The Court entered the Order Establishing Bidding Procedures For Sale Of Real And
Personal Property Of The Reorganized Debtor And Setting Hearing For Motion For Order
Authorizing Sale And Auction (the “Sale Procedures Order”) on December 30, 2016 as

ECF Docket No. 251. A true and correct copy of the Sale Procedures Order is appended to the
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1 || Zylstra Declaration as Exhibit 2. The approved procedures for the auction sale and bidding are

2 || attached to the Sale Procedures Order as Exhibit 1.
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The Sale Procedures are summarized as follows:

1. Asset(s) To Be Sold. The “Property” is the primary asset of the Reorganized

Debtor’s estate and consists of real property commonly known as 1695 San
Jacinto Avenue, San Jacinto, California 92583-5103, APN 439-112-028 (the
“Property”). The Property is improved with a medical office building with 18
medical office suites for lease. The proposed sale of the Property includes the

personal property located in Suite G.

. All Cash Overbids. All overbids must be all cash offers allowing the Reorganized

Debtor and the Court to compare all bids for the Property without any adjustment
for terms and conditions. The purchase price is $5,400,000.00. The initial
overbid, if any, must be $5,500,000.00. Each successive overbid must be at least

an additional $50,000.00.

. Auction. The auction sale (the “Auction”) will take place at the hearing on

approval of the sale, which is scheduled for February 14, 2017 at 1:30 p.m., before
the Honorable Scott C. Clarkson, United States Bankruptcy J udge, in
Courtroom 126, 3420 Twelfth Street, Riverside, California 92501.

- Requirements for Qualified Bidders. To be eligible to participate as a bidder at

the Auction as a “Qualified Bidder” no less than seven (7) days before the
Auction, a prospective bidder must (a) deliver to Pamela Jan Zylstra, counsel for
the Reorganized Debtor, funds in an amount equal to Buyer’s Good Faith Deposit
of $100,000.00., which funds (the “Bid Deposits™) will be held in trust in the
Pamela Jan Zylstra A Professional Corporation client trust account; and (b) file
evidence with the Bankruptcy Court demonstrating to the satisfaction of the
Bankruptcy Court that they qualify as good faith purchasers within the meaning of
Section 363(m) of the Bankruptcy Court and are financially capable of closing the

.8-
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sale of the Property under the terms and conditions of the Santos Agreement; and
(c) serve such evidence on counsel for the Reorganized Debtor, the Office of the
United States Trustee for Riverside Division, and deliver a copy to the Honorable
Scott C. Clarkson, 411 West Fourth Street, Fifth Floor Courtesy Box, Santa Ana,
California 92701.

. Bids Nonrefundable If Approved Sale(s) Fails To Close. The amount of each of

the Bid Deposits will be non-refundable in favor of the Reorganized Debtor if the
bidder is the winning bidder at the Auction, its bid and the asset sale are approved
by the Bankruptcy Court, and fails to close its purchase of the Property within 15
days of the date of entry of the Sale Order.

. Auction Procedures. If more than one Qualified Bidder satisfies the requirements

described above and appears at the Auction, the Court will randomly assign
bidding numbers to the bidders. The following is how the bidding will work by
example if there are three Qualified Bidders at the Auction. The bidder who is
assigned Bidder #1 will be required to submit the first bid, unless the Buyer is
assigned Bidder #1, in which case the bidder who is assigned Bidder #2 will be
required to submit the first bid. Any initial overbid must be in the total amount of
the Purchase Price plus no less than One Hundred Thousand Dollars
($100,000.00) (the “Minimum Overbid”). Once a bid equal to or greater than the
Minimum Overbid is received, that bid will be deemed a qualified bid and the

bidding will then proceed to the bidder with the next number in sequential order.

- Additional bids must be in the amount of at least Fifty Thousand Dollars

($50,000.00). If the next bidder fails to submit a complying bid it will be
eliminated from the Auction and will not be permitted back into the Auction
thereafter. The bidding will then turn to the bidder with the next number in
sequential order and then return to Bidder #1 and continue, with the same

requirement for bids in the amount of at least $50,000.00, until all bidders but one
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have dropped out of the Auction at which point the bidder who made the highest
bid will be deemed the highest bidder. The bidder who submitted the second
highest bid at the Auction will be deemed to constitute the winning backup
bidder. The Buyer may modify the Agreement as to the amount of the purchase

price in response to any overbid.

. Determination of Highest Bid. The Reorganized Debtor will decide which bid

made at the Auction is the highest and best bid for the Property with any

disagreement to be resolved by the Bankruptcy Court.

. Deadline to Close Sale of Property. Subject only to entry by the Bankruptcy

Court of the order, the winning bidder will have until the date which is fifteen (15)
days after the entry of the order approving the sale to consummate the sale. If the
winning bidder fails to close the sale timely, the winning bidder will be deemed to
have forfeited the non-refundable portion of its Bid Deposit unless the
Reorganized Debtor or the Bankruptcy Court grant the winning bidder an
extension of time to close. If the winning bidder fails to close and forfeits the
non-refundable portion of its Bid Deposit, the winning backup bidder will be
notified and will then have five (5) days to close its purchase of the Property or
will be deemed to have forfeited its Bid Deposit unless the Reorganized Debtor or
the Bankruptcy Court grant the winning backup bidder an extension of time to
close. The Bid Deposit of the backup bidder will be retained by the Reorganized
Debtor following the conclusion of the Auction and will be returned to the backup

bidder on the closing by the winning bidder of its purchase of the Property.

This is a summary only and is qualified in its entirely by the contents of the Sales
Procedure Order which contains other provisions not described herein. All interested parties are
urged to review the specific terms of the Sales Procedure Order that is attached as Exhibit 2 to

the appended Zylstra Declaration.
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C. Breakup Fee

If Reorganized Debtor consummates a sale of the Property to a person or entity other than
Buyer, Reorganized Debtor shall pay Buyer at the closing of the transaction a break-up fee of
$20,000.00 to cover its due diligence expenses including legal fees, appraisal fees, inspection
fees, interest on its Good Faith Deposit and related costs incurred by Buyer (the “Breakup Fee™).

D. Liens Recorded Against Property.

First American Title Company prepared a Preliminary Report dated December 9, 2016 in
advance of issuing a title policy for the sale of the Property. A true and correct copy of the
Preliminary Report is attached as Exhibit 4 to the appended Zylstra Declaration.

The Preliminary Report lists two recorded liens of monetary obligations related to the
Property:

1. General and special taxes for the fiscal year 2016-2017 (real property taxes).

The first installment of $31,646.35 was paid and the second installment of $31,646.35,

which is not yet due, will be prorated between the Reorganized Debtor and the Buyer at

the closing of the sale of the Property.
2. Deed of Trust to secure an original indebtedness of $4,410,000.00 to PFF Bank

& Trust recorded June 7, 20016 as Instrument No. 06-411378 of Official Records that

was assigned to U.S. Bank N.A. by assignment recorded February 3, 2010 as Instrument

No. 10-51537 of Official Records, as modified by document recorded April 19, 2012 as

Instrument No. 12-177459 of Official Records. As set forth below, the Reorganized

Debtor requests authority to disburse funds from the sale proceeds to pay this secured

claim in full.

E. Classes of Claims Paid Under the Plan.

The Plan provides that the proceeds of the sale of the Property will be sufficient to pay in
full the Allowed Claims of the following non-insider classes of creditors:
1. Administrative Claims. The only administrative claim of the Reorganized Debtor

held by former general insolvency counsel, Goe & Forsythe, LLP. The balance of
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the Goe & Forsythe, LLP administrative claim as of January 1, 2017, is

approximately $59,011.60 and will be paid in full.

. Class 3 U.S. Bank Secured Claim. The secured claim of U.S. Bank in the

estimated amount of $4,834,993.26. as of December 30, 2016, will be paid in full
from the proceeds of the sale of the Property.

. Class 4 General Unsecured Claims (Non-insider). The allowed general unsecured

claim of Alfred Santos for $400,000.00 will be paid in full from the proceeds of
the sale of the Property. There are no other allowed general unsecured claims in

this case.

. Class 7 Tenant Security Deposit. The tenant deposits of approximately

$55,892.57 as of January 1, 2017, will be givén to Buyer as a credit to the cash
required of Buyer at the closing of the sale of the Property. See, Agreement,

para. 11.4.

By this motion, as set forth below, the Reorganized Debtor requests that the Bankruptcy
Court authorize the sale of the Property and the payment of the claims described above through
escrow from the sale proceeds.

F. Expenses To Be Paid Prior to Dismissal of Case.

The Reorganized Debtor will pay the following expenses of post-confirmation
administration before entry of a final decree in this case:

1. Quarterly Fees. The quarterly fees of the Reorganized Debtor for the first quarter

0f 2017 will be $13,000.00. The estimate is based on the distribution of
$5,400,000.00 in sale proceeds during the first quarter. The quarterly fee schedule
published by the U.S. Department of Justice provides for a fee of $13,000.00 for
total quarterly disbursements by debtors in chapter 11 cases of between
$5,000,000.00 and $14,999,999.99. The quarterly fees owed to the United States

Trustee will be paid prior to the entry of a final decree in this case.
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2. Post-confirmation professional fees and costs. The Reorganized Debtor will pay

expenses in the ordinary course of business during the first quarter, including
professional fees and costs incurred to obtain approval of the proposed sale of the
Property, entry of related orders, and requesting entry of a final decree.

G. Claims That Will NOT Be Paid.

As set forth in the Plan, the Reorganized Debtor anticipates that the proceeds of the sale
of the Property will not be sufficient to pay the following classes of creditors and interest holders:

1. Class 5 Insider Unsecured Claims. There will be no payments to the holders of

the Class 5 claims of members for loans made to the Reorganized Debtor.

2. Class 6 Interests of Debtor. There will be no payments to the holders of Class 6

Interests, however, the Plan provides for the members of the Debtor to retain their
interests in the Debtor subject to claims each member may have against the other.

H. Tax Consequences of Proposed Sale of the Property.

As set forth in the Anthony Declaration, the Reorganized Debtor is a California Limited
Liability Company. All capital gains, losses and other tax consequences from the sale of the
Property will be reported in the individual income tax returns of the members of the corporate
entity. All tax consequences of the sale of the Property, if any, other than the proration of real
property taxes in the escrow at the closing of the sale, will be paid by the individual members

who hold interests in the Reorganized Debtor.

I. Marketing Efforts. The Anthony Declaration sets forth the efforts by the Reorganized
Debtor to market the Property for sale during the Chapter 11 case and after the Order confirming
the Plan was entered on March 20, 2015. The Reorganized Debtor received four inquiries from
parties interested in purchasing the Property but each potential purchaser withdrew its offer.

"
1
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IIL.
THE COURT MAY AUTHORIZE THE REORGANIZED DEBTOR

TO SELL THE PROPERTY PURSUANT TO THE TERMS OF THE AGREEMENT

Section 363(b) of the Bankruptcy Code provides that a trustee “after notice and a hearing,
may use, sell or lease, other than in the ordinary course of business, property of the estate.” To

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

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

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

515 (7 Cir. 1991); Comm. of Equity SEC Holders v. Lionel Corp. (In re Lionel Corp.), 722 F.2d

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

1986) (implicitly adopting the “sound business judgment” test of Lionel Corp. and requiring
good faith); In re Delaware and Hudson Ry. Co., 124 B.R. 169 (D. Del. 1991) (concluding that

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

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

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

Ltd., 654 F.2d 578 (9" Cir. 1981); Walter v. Sunwest Bank (In re Walter), 83 B.R. 14, 19-20 (om

Cir. B.A.P. 1988). The Ninth Circuit has also held that § 363 allows the sale of substantially all

assets of a debtor’s bankruptcy estate after notice and a hearing. In re Qintex Entertainment, Inc.,

950 F.2d 1492 (9" Cir. 1991).

In determining whether a sale satisfies the business judgment standard, courts have held
that: (1) there be a sound business reason for the sale; (2) accurate and reasonable notice of the
sale be given to interested persons; (3) the sale yield an adequate price (i.e., one that is fair and

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

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

In re Walter, 83 B.R. at 19-20).
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1. Sound Business Purpose.

The Plan provides for the sale of the Property and the distribution of the sale proceeds to
pay the allowed non-insider claims of creditors in this case. The Plan provides that April 1, 2017
is the deadline for closing the sale. If the Property is not sold by that deadline, the secured
creditor, U.S. Bank, N.A., is authorized to proceed to foreclose its first priority security interest
in the Property. The sale of the Property to the Buyer as proposed implements the terms of the
Plan and prevents the liquidation of the Property solely for the benefit of the secured creditor.
For these reasons, the Debtor asserts that the sale of the Property to the Buyer is supported by
sound business judgment.

2. Accurate and Reasonable Notice.

In connection with a proposed sale under Section 363 of the Bankruptcy Code, v“four
pieces of information must be presented to creditors. The notice should: place all parties on
notice that the debtor is selling its business, disclose accurately the full terms of the sale; explain
the effect of the sale as terminating the debtor’s ability to continue in business; and explain why
the proposed price is reasonable and why the sale is in the best interests of the estate.” Inre

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

includes the terms and conditions of the sale and if it states the time for filing objections. Inre
Karpe, 84 B.R. 926, 930 (Bankr. M.D. Pa. 1988). The purpose of the notice is to provide an
opportunity for objections and hearing before the court if there are objections. Id.

Rule 6004(a) of the Federal Rules of Bankruptcy Procedure provides in pertinent part that
notice of a proposed sale not in the ordinary course of business must be given pursuant to Federal
Rule of Bankruptcy Procedure 2002(a)(3), (c)(1), (i), and (k), and, if applicable, in accordance
with Section 363(b)(2) of the Bankruptcy Code. Rule 2002(a)(2) requires at least 21 days’ notice
by mail of a proposed sale of property other than in the ordinary course of business, unless the
Court shortens the time or directs another method of giving notice. Rule 2002(c)(1) requires that
the notice of a proposed sale include the date, time and place of any public sale and the time

fixed for filing objections. Under Rule 2002(c)(1), the notice of sale is sufficient if it generally

-15-
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describes the property. Since there are no committees appointed in this case, the requirements of
Rule 2002(i) are not applicable. Finally, Rule 2002(k) requires that notice be given to the United
States Trustee.

Rule 6004(c) provides that a motion for authority to sell property free and clear of liens or
other interests must be made in accordance with Rule 9014 and must be served on the parties
who have liens or other interests in the property to be sold.

Rule 9013-1(d)(2) of the Local Rules of Bankruptcy Procedure require that a motion and
related notice be served at least 21 days before the hearing on the date specified in the notice.

In addition, under Rule 6007-1(f) of the Local Rules, an additional copy of the notice of
motion must be submitted to the Clerk of the Bankruptcy Court together with Official Form
6004-2 NOTICE.SALE at the time of filing for purposes of publication by the clerk on the
court’s website.

The Reorganized Debtor has complied with the required provisions of the Bankruptcy
Code, Federal Bankruptcy Rules and Local Bankruptcy Rules identified above. The notice of the
Motion includes the required information regarding the date, time and place of the public sale
and the deadline for objecting to the sale. The Motion and notice have been timely filed and
served on January 17, 2017, providing 28 days notice of the hearing on February 14, 2017 to all
creditors and parties-in-interest. Creditors have 14 days notice of the January 31, 2017 deadline
to file opposition to the proposed sale. The Motion and notice of the hearing have been served
on all parties asserting a lien or interest in the Property. The notice and the required Form 6004-
2 have been filed with the Court. The Motion and notice were filed on “regular notice” and
served on all creditors, liens holders, parties-in-interest, and the United States Trustee. The
Reorganized Debtor submits it has complied with all filing deadlines and notice requirements.

3. Fair and Reasonable Price. Since the Reorganized Debtor began marketing the

Property for sale in 2013 through May 2015, there were letters of intent and expressions of
interest to purchase the Property for between $5.0 million and $6.3 million. The Agreement is

the only written and fully executed offer to purchase that the Reorganized Debtor has received
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since the marketing efforts commenced. The proposed purchase price of $5.4 million will be
sufficient to pay the one secured claim of U.S. Bank, the one unsecured claim of Alfred Santos
(the Buyer), the administrative claim of former counsel to the Reorganized Debtor, Goe &
Forsythe, LLP, and the closing costs. The Reorganized Debtor will pay the quarterly fees that
will be owed to the Office of the United States Trustee for the first quarter of 2017 prior to entry
of a Final Decree in this case. If the Property is not sold, the only claim that will be paid is the
secured claim of U.S. Bank through a foreclosure proceeding. Under these circumstances, the
purchase price of $5.4 million is a fair and reasonable price.

4. Good Faith. The Buyer holds an Allowed Unsecured Claim for $400,000.00 in the
case. The Reorganized Debtor was in contact with Mr. Santos during the bankruptcy case
regarding the status of selling the Property. In October 2016, when all marketing efforts had
failed, the Reorganized Debtor called the Buyer to inquire regarding any interest he had in
purchasing the Property. In early November 2016, the real estate broker for the Buyer, Fred
Furey, confirmed the Buyer’s interest in conducting due diligence before making an offer to
purchase the Property. The Reorganized Debtor provided copies of leases, rent rolls, and all
other information requested by Mr. Furey, as well as providing access to the Property for an
inspection(s) and appraisal of the Property.

In or about November 28, 2016, the Buyer submitted an offer to purchase the Property for
$5,400,000.00. Thereafter, the Reorganized Debtor and Mr. Santos negotiated the additional
terms and conditions of the Addendum to the Agreement including the sale of the Property “AS
IS”, the payment and terms for refund of the Good Faith Deposit, requirements for approval of
the sale by the Bankruptcy Court, including the bidding procedures for the auction of the
Property, and related provisions. The negotiations were handled at arms’ length between counsel
for the Reorganized Debtor and the real estate broker for the Buyer.

As set forth in the Anthony Declaration, Fred Furey was retained by the Reorganized
Debtor during its chapter 11 case to provide services as a leasing agent. Mr. Furey represented

the Reorganized Debtor in seven (7) lease transactions in 2015. Mr. Furey was not retained to

-17-
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market the Property. The Agreement provides that no commissions will be paid to real estate
brokers in connection with the sale of the Property. Mr. Furey represents Mr. Santos as his real
estate broker in the proposed purchase of the Property, however, it was not Mr. Furey or any
other broker that contacted Mr. Santos regarding purchasing the Property. Mr. Anthony called
Mr. Santos to inquire about his interest in purchasing the Property as described above. Anthony
Declaration, p. 31, §16. It has been more than one year since Mr. Furey represented the
Reorganized Debtor in lease negotiations. Mr. Furey will receive no compensation from estate
for his services representing the Buyer. The Debtor asserts that Mr. Furey’s familiarity with the
Property was a benefit in the negotiations and presented no conflict of interest.

The Buyer has not received any special treatment from the Reorganized Debtor during the
negotiation and sale process. No fraud, collusion or attempt to take unfair advantage of other
bidders has occurred in this negotiation and sale process. For these reasons, the Reorganized
Debtor asserts there is evidence to support a finding of good faith by both the Reorganized
Debtor and the Buyer in the negotiation and documentation of the Agreement as well as the sale
process.

The Plan provides for the sale of the Property and the distribution of the sale proceeds to
allowed claims in this case. The sale proceeds will pay all non-insider allowed claims in full.
The Reorganized Debtor has satisfied the standard set by‘the Bankruptcy Code for selling the
Property under Section 363(b). The sale may be approved by the Court in accord with the policy
and purpose of Section 363(b).

IV.
REORGANIZED DEBTOR REQUESTS AUTHORITY

TO DISBURSE SALE PROCEEDS TO PAY ALLOWED CLAIMS.

The Reorganized Debtor requests authority to sell the Property to the Buyer for
$5,400,000.00 which sale proceeds are sufficient to pay the costs required to close the sale and

all non-insider Allowed Claims. To implement the terms of the Plan, the Reorganized Debtor

-18-
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requests authority to disburse the sale proceeds through escrow to pay in full the following costs,

expenses, and Allowed Claims:
A. Closing costs estimated by the escrow agent to be approximately $10,000.00.
Payment of closing costs is an expense of the escrow and required to close the sale of the
Property.
B. The secured claim of U.S. Bank in the estimated amount of $4,834,993.26. as of
December 30, 2016.
Payment of the secured Allowed Claim of U.S. Bank will be made as provided by the
Plan.
C. The administrative claim of the Goe & Forsythe, LLP in the amount of $59,011.60
as of January 1, 2017.
Payment of the administrative claim of Goe & Forsythe, LLC will be made as provided
by the Plan and pursuant to the agreement of the parties.
D. The allowed general unsecured claim of Alfred Santos of $400,000.00.
Payment of the Allowed Claim of Alfred Santos will be made as provided by the Plan.
E. The tenant deposits of approximately $55,892.57 as of January 1, 2017, will be
given to Buyer as a credit to the cash required of Buyer at the closing of the sale of the
Property. .
The allowance of the tenant deposits will be made as a customary and ordinary proration
expense of the escrow for the closing of the sale of the Property.

V.
BANKRUPTCY CODE SECTION 363(F) PROVIDES FOR THE SALE OF ASSETS

FREE AND CLEAR OF LIENS, CLAIMS OR INTERESTS.

Bankruptcy Code Section 363(f) provides that a trustee may sell property of the estate
“free and clear of any interest in such property” if:
(1) applicable non-bankruptcy law permits the sale of such property free and clear

of such interest;

-19-
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1 (2) such entity consents;

2 (3) such interest is a lien and the price at which such property is to be sold is

3 greater than the aggregate value of all liens on such property;

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

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

7 111 U.S.C. § 363 (f). Because Section 363(f) is in the disjunctive, the Reorganized Debtor must

8 || only meet one of the five subsections of Section 363(f) to sell the Property free and clear of all

9 ||liens, claims, interests and encumbrances. In re Whittemore, 37 B.R. 93, 94 (Bankr. D. Or.

10 || 1984).

11 The bankruptcy statute does not define “interest,” but courts have interpreted the term

12 ||broadly. See Precision Indus., Inc. v. Qualitech Steel SBQ, LLC, 327 F.3d 537, 545-46 (7%

13 || Cir.2003) (leasehold); Compak Companies, LLC v. Johnson, 415 B.R. 334, 339 (N.D. Il1. 2009)

14 || (license).

15 (1) The Sale May Be Approved Under 11 U.S.C. § 363(f)(1) As to Unsecured Claims.

16 The Property may be sold free of unsecured claims under applicable law. Claims which

17 ||assert rights to payment on an unsecured basis (whether or not disputed) are simply claims

18 || against the Debtor and do not legally attach to the Property after sale. Given that such claims are

19 || claims for monetary relief which do not attach to the Property, the Property may therefore be sold

20 || free and clear of such claims. Moreover, the Reorganized Debtor proposes to pay the one
21 || allowed general unsecured claim of $400,000.00 in full.
22 (2) The Sale Should Be Approved Under 11 U.S.C. § 363 (£)(2).

23 Section § 363 (£)(2) of the Bankruptcy Code authorizes a sale to be free and clear of an
24 ||interest if the interest holder consents to the sale. The Reorganized believes that the benefits of
25 || the Agreement are sufficiently clear that lien holders will not object. Any existing or potential

26 ||lien holder who does not object should be deemed to have consented to the sale pursuant to Local

27 || Bankruptcy Rule 9013-1(h).

28 0
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(3) The Sale May Be Approved Under 11 U.S.C. § 363(f)(3)

Even assuming that the reference in Section 363(f)(2) of the Bankruptcy Code to the
aggregate value of all liens refers to the amount of the lien and not the amount which may be

determined as secured based on the value of the property. See, Clear Channel Outdoor, Inc. v.

Knupfer (In re PW, LLC), 391 B.R. 25 (9" Cir. B.A.P. 2008) “Clear Channel™), the cash portion

of the sale price of $5,400,000.00 exceeds the total of the allowed secured claim of U.S. Bank,
NL.A. of approximately $4,834,993.26. There are no unpaid real property taxes owed to the
County of Riverside and no other liens recorded against the Property. Accordingly, the purchase
price exceeds the total acknowledged liens against the Property.
VL
CAUSE EXISTS TO FIND THE BUYER OR SUCCESSFUL BIDDER TO BE

A GOOD FAITH PURCHASER PURSUANT TO SECTION 363(m)

Section 363(m) of the Bankruptcy Code provides:

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

11 U.S.C. § 363(m).
A good faith purchase under Section 363(m) is one who purchases for “value” and where

there is no fraud or collusion in the bidding process. In the case, In re Filtercorp., Inc., 163 F.3d

570 (9™ Cir. 1998), the Ninth Circuit Court of Appeals evaluated Section 363(m) as follows:

. . . the bankruptcy court found that Gateway Lenders was a purchaser in
good faith for all purposes including 11 U.S.C. § 363(m). This finding is
not clearly erroneous. A “good faith buyer “is one who buys ‘in good
faith’ and ‘for value.”* Ewell v. Diebert (In re Ewell), 958 F.2d 276,281
(Ninth Cir. 1992)(citing In re Abbotts Dairies of Penns., Inc., 788 F.2d 143,
147 (3d. Cir. 1986)). “[L]ack of good faith is [typically]shown by ‘fraud,
collusion between the purchaser and other bidders or the trustee, or an
attempt to take grossly unfair advantage of other bidders.”” Id. (quoting
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1 Cmty. Thrift & Loan v. Suchy (In re Suchy), 786 F.2d 900, 902 (9* Cir.
1985).

2 |1d. at 577 (emphasis added).

3 In this case, the Buyer may be deemed a good faith purchaser pursuant to Section 363(m)
4 || of the Bankruptcy Code. First, the Buyer will provide ‘value’ for the purchase of the Property.
5 || The proposed purchase price of $5,400,000.00 will yield sale proceeds sufficient to pay all non-
6 ||insider Allowed Claims under the Plan. Second, the Buyer, or any successful bidder, will be
7" || neither an insider nor an affiliate of the Reorganized Debtor. There has been no fraud or
8 | collusion with respect to the proposed sale of the Property or any manipulation regarding the
9 bidding or sale price. There will be no material impediments to bidding in this case, and the sale
10 |land bidding procedures in this case are fair and have been approved by order of the Court. The
11 || sale was negotiated at arms’ length with the Buyer and the terms of the proposed sale have been
12 || fully disclosed. The proposed sale, or any overbid by a qualified bidder must be approved by this
13 || Court as a sale in the best interests of the creditors in this case. Accordingly, the Court may
14 1] determine properly that the Buyer, or any successful bidder, is a good faith purchase under
15 || Section 363(m) of the Bankruptcy Code and entitled to the protections thereof.
Lo N
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1 VIIL.
2 THE COURT MAY AUTHORIZE THE ASSIGNMENT OF UNEXPIRED LEASES

3 TO THE BUYER AS PART OF THE SALE OF THE PROPERTY

4 Subject to exceptions not relevant in this case, Section 365(a) of the Bankruptcy Code
5 || provides that a debtor “subject to the court’s approval, may assume or reject any contract or
6 || unexpired lease of the debtor.” 11 U.S.C. § 365(a). Under the terms of the Plan, the
7 || Reorganized Debtor assumed the unexpired real property leases in existence when the Plan was
8 || confirmed by Order entered March 20, 2015 (the ”Assumed Leases™). A true and correct list of
9 ||the Assumed Leases identifying each lease by the name and address of the tenant, the original
10 ||lease execution date and the date of extension, if any, is attached as Exhibit 3 to the Anthony
11 || Declaration appended hereto.
12 The Reorganized Debtor requests authority to assign the Assumed Leases to the Buyer.
13 || To assign an unexpired lease, a debtor is required to provide adequate assurance of future
14 ||performance under the lease(s) by the proposed assignee. 11 U.S.C. § 365(f)(2)(B). In this case,
15 ||the Buyer has filed testimony and financial information in compliance with Section 365(f)(2)(B)

16 ||and in support of the Motion as follows:

17 1. Current bank account and other financial account statements and a credit

18 facilities commitment letter as evidence of the Buyer’s ability to consummate the

19 Agreement to purchase the Property; and

20 2. Information, including the financial information described above,

21 demonstrating the ability to provide, under Section 365 of the Bankruptcy Code, adequate
22 assurance of future performance under all Assumed Leases.

23 The Reorganized Debtor will share with the tenants under the Assumed Leases the

24 || financial and other information regarding any qualified bidder that seeks to participate in the

25 || auction for the sale of the Property. The Reorganized Debtor will work with the tenant under an
26 || Assumed Lease to resolve any concerns that such parties may have regarding the assignment of
27 || the Assumed Leases to the Buyer.

28 2.
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The Debtor has satisfied the statutory requirements for assignment of the Assumed
Leases. The proposed assignment of the Assumed Leases to the Buyer is in the best interests of
the creditors and the Reorganized Debtor because the assignment of the Assumed Leases is an
integral component of the sale of the Property, and, therefore, will be essential to obtaining and
maximizing value from the sale of the Property.

VIIL
REORGANIZED DEBTOR REQUESTS THE COURT EXERCISE

ITS DISCRETION AND WAIVE THE FOURTEEN-DAY PERIOD FOR

EFFECTIVENSS OF THE SALE ORDER

Rule 6004(h) of the Federal Rules of Bankruptcy Procedure provides:

An order authorizing the use, sale, or lease of property other than cash
collateral is stayed until the expiration of 14 days after entry of the order,
unless the court orders otherwise.

Fed. R. Bankr. P. 6004(h).
The legislative history of Rule 6004(h) provides the following insight regarding the

discretion accorded the court in modifying the stay:

The court may, in its discretion, order that Rule 6004(g) [now Rule 6004(h)]
is not applicable so that the property may be used, sold, or leased
immediately in accordance with the order entered by the court.
Alternatively, the court may order that the stay under Rule 6004(g) is for a
fixed period less than 10 [now 14] days.

Rule 6006(d) of the Federal Rules of Bankruptcy Procedure provides:

An order authorizing the trustee to assign an executory contract or unexpired
lease under § 365(f) is stayed until the expiration of 14 days after the entry
of the order, unless the court order otherwise.

Fed. R. Bankr. P. 6006(d).
The facts in this case support a finding that time is of the essence and the sale of the

Property must close as soon as possible. The Reorganized Debtor must close the sale

expeditiously to meet the April 1, 2017 deadline set by the Forbearance Agreement and the Plan.
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Waiver of the 14-day stay under Rule 6004(h), allows the Reorganized Debtor to close the sale,
implement the Plan, and proceed to request entry of a Final Decree. The Reorganized Debtor
requests that the Court exercise its discretion and order that the sale of the Property and the
assignment of the Assumed Leases may be effectuated immediately upon entry of the Sale Order.
IX.
CONCLUSION

For the reasons stated above and based on the authorities cited herein, the Reorganized
Debtor submits that good cause exists for the Court to grant all relief requested by the

Reorganized Debtor under the Motion.

DATED: January /_Z , 2017 PAMELA JAN ZYLSTRA
A PROFESSIONAL CORPORATION

By:L@M&&/g W
Pamela J. Zylstra// v

Attorneys for Reorganized Debtor, S.J. Medical,
LLC, a California Limited Liability Company
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DECLARATION OF RICHARD ANTHONY

I, Richard Anthony, declare as follows:

1. Oath. Iam an adult over the age of 18 years. I am a managing member of S.J.
Medical, LLC a California Limited Liability Company, Reorganized Debtor in this Chapter 11
case (“Reorganized Debtor”). I am authorized by the Reorganized Debtor to testify with respect
to all matters related to the business and financial affairs of the Reorganized Debtor. The matters
set forth herein are of my own personal knowledge and, if called upon to do so, I could and
would competently testify to their truth.

2. Purpose. I make this declaration in support of the Reorganized Debtor’s Notice
Of Motion And Motion For Order: (1) Authorizing the Sale of Real and Personal Property of the
Reorganized Debtor Free and Clear of Liens, Claims, Encumbrances and Interests;

(2) Authorizing the Assignment of Real Property Leases; (3) Authorizing Distribution of Sale
Proceeds; (4) Waiving 14-Day Stay Imposed by FRBP 6004(h); And (5) Granting Related Relief
(the “Motion”™).

3. The Property. The Reorganized Debtor owns improved commercial real estate in
San Jacinto, California. The real property consists of approximately .60 acres located at 1695
San Jacinto Avenue, San Jacinto, California 92583-5103, APN 439-112-028 (the “Property”).
The Reorganized Debtor purchased the Property as vacant land and developed an approximately
28,124 square foot 2-story medical office building on the site with 18 medical office suites for
lease. Current occupancy rate for the Property is approximately 92%.

4. Reason for Bankruptcy Filing. PFF Bank & Trust provided the financing for

development of the Property. During the financial crisis of 2008 to 2009, the Federal Deposit
Insurance Corporation was appointed as the receiver for PFF Bank & Trust. As of approximately
April 2009, U.S. Bank National Association was the successor in interest to the FDIC as receiver
for PFF Bank & Trust. The construction loan for development of the Property matured in 2012.
The Reorganized Debtor negotiated with U.S. Bank as well as other lenders to obtain permanent

financing to pay off the construction loan. All efforts to obtain financing were unsuccessful
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primarily because of the credit history of Robert E. Osborne, Sr., a member of the Reorganized
Debtor. The Reorganized Debtor filed a voluntary Chapter 11 petition to stop the foreclosure
sale scheduled by U.S. Bank.

5. Forbearance Agreement — April 1, 2017 Deadline to Sell Property. On

September 16, 2013, the Reorganized Debtor filed a voluntary petition seeking relief under
chapter 11 of Title 11 of the United States Bankruptcy Code as bankruptcy case number 6:13-bk-
25500 SC (the “Bankruptcy Case™). Prior to filing the Bankruptcy Case, a member of the
Reorganized Debtor, Robert E. Osborne, Sr., guaranteed the obligations of the Reorganized
Debtor under the Loan documents pursuant to that certain Commercial Guaranty dated June 1,
2006 (as reaffirmed, amended and assigned to U.S. Bank)(the “Osborne Guaranty”) and members
Richard and Marie Anthony guaranteed the same obligations under the Continuing Guaranty
dated January 7, 2011 (as reaffirmed, amended and assigned to U.S. Bank)(the “Anthony
Guaranty”)(collectively the “Guaranties™). The Guaranties are not secured. After extensive
negotiations, U.S. Bank and the Anthonys and the widow of Osborne, Kelly Osborne, entered
into the Forbearance Agreement and related documents. The Forbearance Agreement confirmed
the amount of the secured Allowed Claim of U.S. Bank and provided that U.S. Bank would
forbear from enforcing its rights and remedies under the Loan if the Loan is paid off prior to
April 1,2017.

6. Recorded Liens Against the Property. First American Title Company prepared a

Preliminary Report dated December 9, 2016 in advance of issuing a title policy for the sale of the
Property. A true and correct copy of the Preliminary Report is attached hereto as Exhibit 4.
7. Chapter 11 Plan Confirmed. On November 20, 2014, the Reorganized Debtor

filed the Debtor’s Chapter 11 Liquidation Plan Dated November 20, 2014 as ECF Docket No.
175 (the “Plan”). The Plan provides for the sale of the Property and the distribution of the sale
proceeds to pay all “Allowed Claims” as defined by the Plan. On March 20, 2015, the Order
Confirming the Plan was entered by the Bankruptcy Court as ECF Docket No. 223. The
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Forbearance Agreement governs the obligations owed by the Reorganized Debtor to U.S. Bank,
including the payment deadline for the Allowed Secured Claim of U.S. Bank of April 1, 2017.
8. Classes of Claims Under the Plan That Will Be Paid. The Plan provides for the

payment of the Allowed Claims from the proceeds of the sale of the Property. The proceeds of
the sale of the Property will be sufficient to pay in full and the Reorganized Debtor requests
authority to disburse from the sale proceeds funds to pay the Allowed Claims of the following
non-insider classes of creditors:

a. Administrative Claims. The only administrative claim of the Reorganized

Debtor held by former general insolvency counsel, Goe & Forsythe, LLP.
The balance of the Goe & Forsythe, LLP administrative claim as of
January 1, 2017, is approximately $59,011.60 and will be paid in full.

b. Class 3 U.S. Bank Secured Claim. The secured claim of U.S. Bank in the

estimated amount of $4,834,993.26. as of December 30, 2016, will be
paid in full from the proceeds of the sale of the Property.

c. Class 4 General Unsecured Claims (Non-insider). The allowed general

unsecured claim of Alfred Santos for $400,000.00 will be paid in full from
the proceeds of the sale of the Property. There are no other allowed
general unsecured claims in this case.

d. Class 7 Tenant Security Deposit. The tenant deposits of approximately

$55,892.57 as of January 1, 2017, will be given to Buyer as a credit to the
cash required of Buyer at the closing of the sale of the Property.

9. Expenses to Be Paid Prior to Entry of a Final Decree. The Reorganized Debtor

will pay the following expenses of post-confirmation administration before entry of a Final
Decree:
a. Quarterly Fees. The quarterly fees of the Reorganized Debtor for the first
quarter of 2017 will be $13,000.00. The estimate is based on the
distribution of $5,400,000.00 in sale proceeds during the first quarter. The
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quarterly fee schedule published by the U.S. Department of Justice
provides for a fee of $13,000.00 for total quarterly disbursements by
debtors in chapter 11 cases of between $5,000,000.00 and $14,999,999.99.
The quarterly fees owed to the United States Trustee will be paid prior to
the entry of a Final Decree in this case.

b. Post-confirmation professional fees and costs. The Reorganized Debtor

will pay expenses in the ordinary course of business during the first
quarter, including professional fees and costs incurred to obtain approval
of the proposed sale of the Property, entry of related orders, and requesting
entry of a Final Decree.

10. Classes of Claims Under the Plan That Will NOT Be Paid. As set forth in the

Plan, the Reorganized Debtor anticipates that the proceeds of the sale of the Property will not be
sufficient to pay the following classes of creditors and interest holders:

a. Class 5 Insider Unsecured Claims. The Class 5 claims of members for

loans made to the Debtor.

b. Class 6 Interests of Debtor. There will be no cash payments to the holders
of Class 6 Interests, however, the Plan provides for the members of the
Debtor to retain their interests in the Debtor subject to claims each
member may have against the other.

11.  Marketing of the Property. The Reorganized Debtor has actively marketed the

Property for sale prior to filing the bankruptcy case and formally since May 2014, including the
employment of two (2) real estate brokers for that purpose. During the bankruptcy case, the
Reorganized Debtor received four (4) preliminary offers to purchase the Property and
participated in negotiations with several of the potential purchasers. All the preliminary offers
were withdrawn.

12.  First Real Estate Broker. By motion filed March 24, 2014 (ECF Docket No. 74)

and order entered July 29, 2014 (ECF Docket No. 128), the Reorganized Debtor employed the
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real estate broker Newmark Grubb Knight Frank for the period from May 2014 to May 2015.
During that time, Newmark received three (3) offers to purchase the Property summarized as
follows.

a. Cypress West submitted a Letter of Intent dated May 10, 2014 to purchase
the Property for $5.6 million. After approximately one month, Cypress
West withdrew the offer and bought another building.

b. UDC Health Development submitted a Letter of Intent dated
November 25, 2014 to purchase the Property for $6,326,000.00. UDC
Health Development reviewed the rent roll, all leases and all financials for
the Property. After conducting due diligence, UDC Health Development
withdrew the offer and bought another building.

c. Christopher Hull submitted a Letter of Intent dated May 25, 2015 to
purchase the Property for $5,870,000.00. Mr. Hull reviewed the rent roll,
all leases and all financials for the Property and visited the area and
conducted a physical inspection of the Property. Mr. Hull withdrew the
offer in the middle of conducting due diligence when one doctor gave
notice that he was not renewing his lease.

13. Efforts to Fully Lease Property. During the period from June 2015 through

March 2016, I actively worked to fully lease the Property to improve the potential to sell the
Property for the highest and best price.
14. Second Real Estate Broker. The Reorganized Debtor employed Healthwest Realty

Advisors to market the Property for sale during the period from March 1, 2016 through August 1,
2016. During that time, Healthwest received one (1) offer to purchase the Property. Level
Assets submitted a Letter of Intent dated June 28, 2016 to purchase the Property for $6.3 million.
Level Assets reviewed the rent roll, all leases and all financials for the Property and physically

inspected the Property. After conducting due diligence, Level Assets reduced its offer to $5.0
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million. The Reorganized Debtor did not accept the reduced offer because it would not generate
sufficient sale proceeds to pay all non-insider claims in full.

15.  Disclosure re Broker Fred Furey. The Reorganized Debtor filed an application on

March 20, 2014 (ECF Docket No. 71) to employ Frederick F. Furey as leasing agent for the
medical building owned by the estate. The application was denied and a second application was
filed on April 29, 2014 (ECF Docket No. 87). The application was approved by a court order
entered May 21, 2014 (ECF Docket No. 98). Mr. Furey represented the Reorganized Debtor in
seven (7) lease transactions in 2015. Mr. Furey represents Mr. Santos as his real estate broker in
the proposed purchase of the Property. The Agreement provides that no commissions will be
paid to real estate brokers in connection with the sale of the Property. Also, it was not Mr. Furey
or any other broker that contacted Mr. Santos regarding purchasing the Property. I called Mr.
Santos to inquire about his interest in purchasing the Property as described below. As described
above, two unrelated real estate brokers were retained by the Reorganized Debtor to market the
Property for sale.

16. Contacting Creditor Alfred Santos. Alfred Santos holds an Allowed Unsecured

Claim for $400,000.00 in the Bankruptcy Case (the “Santos Claim™). I was in contact with
Mr. Santos during the bankruptcy case regarding the status of selling the Property. Near the end
of October 2016, I called Mr. Santos to inquire if he had any interest in purchasing the Property.
In or about early November 2016, I received a telephone call from Mr. Santos’ real estate broker,
Fred Furey, confirming that Mr. Santos was interested in conducting due diligence before making
an offer to purchase the Property. I provided copies of leases, rent rolls, and all other information
requested by Mr. Furey, as well as providing access to the Property for Mr. Santos to obtain an
appraisal and inspection(s) of the Property.

17. Offer by Alfred Santos. In or about November 28, 2016, Fred Furey submitted a

Standard Offer, Agreement and Escrow Instructions for Purchase of Real Estate (the
“Agreement”) by the Alfred and Barbara Santos Trust, dated Feb 10, 1979 (“Santos Trust”) for
$5,400,000.00. Thereafter, the Reorganized Debtor and Mr. Santos negotiated the additional
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terms and conditions of the Addendum to the Agreement including the sale of the Property “AS
1S”, the payment and terms for refund of the Good Faith Deposit, requirements for approval of
the sale by the Bankruptcy Court, including the bidding procedures for the auction of the
Property, and related provisions. On December 14, 2016, the Agreement, as modified by the
Addendum, was executed by all parties. A true and correct copy of the Agreement (Standard
Offer, Agreement and Escrow Instructions For Purchase of Real Property, incorporating the
Addendum by reference, dated as of December 7, 2016, between the Reorganized Debtor and the
Alfred and Barbara Santos Trust, dated February 12, 1979 (the “Buyer”)) is attached hereto as
Exhibit 1 (the “Agreement™). A true and correct copy of the proposed Sale Procedures is
attached hereto as Exhibit 2.

18.  Tax Consequences of the Sale of the Property. The Reorganized Debtor is a

Limited Liability Company. The tax liabilities, if any, from the sale of assets of the Reorganized
Debtor as a LLC “flow through” to the individual members of the LLC. Accordingly, the
Reorganized Debtor will not realize any tax consequences from the proposed sale of the
Property.

19. Sound Business Purpose. The Plan provides for the sale of the Property and the

distribution of the sale proceeds to pay the allowed non-insider claims of creditors in this case.
The Plan provides that April 1, 2017 is the deadline for closing the sale. If the Property is not
sold by that deadline, the secured creditor, U.S. Bank, N.A., is authorized to proceed to foreclose
its first priority security interest in the Property. The sale of the Property to the Buyer as
proposed implements the terms of the Plan and prevents the liquidation of the Property solely for
the benefit of the secured creditor. For these reasons, I believe that the sale of the Property to the
Buyer is supported by sound business judgment.

20.  Fair and Reasonable Price. Since we began marketing the Property for sale in

2013, we have received letters of intent and expressions of interest to purchase the Property for
between $5.0 million and $6.3 million. The Agreement is the only written and fully executed

offer to purchase that we have received since we began our marketing efforts. The proposed

32-




Case 6:13-bk-25500-SC Doc 253 Filed 01/17/17 Entered 01/17/17 15:52:27 Desc

10
i1
12
13
14
i5
ié
17
18
19
20
21
22
23
24
25
26
27

28

Main Document  Page 38 of 40

purchase price of $5.4 million will be sufficient to pay the one secured claim of U.S. Bank, the
one unsecured claim of Alfred Santos (the Buyer), the administrative claim of former counsel to

the Reorganized Debtor, Goe & Forsythe, LLP, and the quarterly fees that will be owed to the

‘Office of the United States Trustee for the first quarter of 2017. If the Property is not sold, the

only claim that will be paid is the secured claim of U.S. Bank through a foreclosure proceeding.

Under these circumstances, [ believe that the purchase price of $5.4 million is a fair and

|} reasonable price.

21.  Statement of Disinterestedness. No insider of the Reorganized Debtor has any

{interest in the Santos Trust or will be obtaining any payment or compensation from the Santos

| Trust for the purchase of the Property. The Santos Trust is not an “insider” of the Reorganized
Debtor and no “insider” of the Reorganized Debtor has any ownership interest in the Santos

| Trust. The Santos Trust has not received any special treatment from the Reorganized Debtor

: during the negotiation and sale process. No fraud, collusion or attempt to take unfair advantage

of other bidders has occutred in this negotiation and sale process.

I declare under penalty of perjury under the laws of the United States of America that the

foregoing is true and correct.

Executed this !fz day of January, 2017 at FALLBLEOK , California.

AN ’ - %MA
.RICHARD/AN‘iﬁONY {7
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DECLARATION OF PAMELA J. ZYLSTRA

' I, Pamela J. Zylstra, do hereby declare and state as follows:

’ I. Oath. The matters stated herein are true and correct and are within my personal

’ knowledge, and if called upon to testify as a witness, I could and would testify competently

’ thereto. Iam an attorney duly admitted to practice before all the courts for the State of California

° and for the Federal District Court for the Central District of California. I am the sole shareholder

° of Pamela Jan Zylstra A Professional Corporation (“Firm”). The Firm is general insolvency

! counsel for S.J. Medical LLC, a California Limited Liability Company, as the Reorganized

° Debtor in the Chapter 11 case commenced on September 16, 2013. This declaration is made in

’ support of the motion for authority to sell real property of the estate, et al (the “Motion™). If
0 called as a witness, I could and would testify from personal knowledge to the matters stated
H below.
12

2. Sale Procedures Order. The Court entered the Order Establishing Bidding

" Procedures For Sale Of Real And Personal Property Of The Reorganized Debtor And Setting
- Hearing For Motion For Order Authorizing Sale And Auction (the “Sale Procedures Order”) on
" December 30, 2016 as ECF Docket No. 251. A true and correct copy of the Sale Procedures
e Order is attached hereto as Exhibit 2. The approved procedures for the auction sale and bidding
H are attached to the Sale Procedures Order as Exhibit 1.
+e 3. Preliminary Title Report. First American Title Company prepared a Preliminary
- Report dated December 9, 2016 in advance of issuing a title policy for the sale of the Property. A
= true and correct copy of the Preliminary Report is attached hereto as Exhibit 4.
2 4. Draft Sale Order. The proposed form of order granting the relief requested by the
° Motion is attached hereto as Exhibit 5. The form of order includes three (3) exhibits: (a) legal
2 description of the real property included in the sale; (b) list of Assumed Leases assigned to the
“ Buyer; and (c) list of personal property included in the sale.
> 5. Financial Ability to Close Purchase of Property. Buyer provided me with bank
ij account statements and other evidence of funding sources that total $5,963,185.00 to pay the
28 34-




Cas

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

28

e 6:13-bk-25500-SC  Doc 253 Filed 01/17/17 Entered 01/17/17 15:52:27 Desc
Main Document  Page 40 of 40

purchase price for the Property of $5,4000,000.00. The evidence of the funding sources is
attached as exhibits to the Declaration of Alfred Santos. I confirm that on or about December 12,
2016, I received Exhibit 1 to the Santos Declaration identified as a “committed credit facilities”
letter dated December 9, 2016, addressed to me by David Perry, First Vice President of Cathay
Bank.

I declare under penalty of perjury under the laws of the State of California that the

foregoing is true and correct.

Executed this / 7 day of January 2017 at , California.

PAMEI% ' / /
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AIR

Commpaciay

i STANDARD OFFER, AGREEMENT AND ESCROW
INSTRUCTIONS FOR PIURCHASE OF REAL ESTATE
(Non:Residential)
AIR Commercial Real Estate Association

December 7, 2016
(Date for Reference Purposes)

1. Buyer, . - 5_ o —

11 KRR pri0 PnBernn Sperios VST 5 DB pganveM 17, 1579 . ("Buyer")
hereby offers to purchase the real propetty, hereinafter described, from the ‘owner thereof (“Seller") (coﬂ'ecﬁvely. the "Parties” or individually,
a "Party"), through an escrow (“Escrow") to-clese-30-of tays-ater-the-weiver-or-expiration-of-the-Buyers i e

il Ak H b Gt t o
- H—as-vaed-hercin-shall-bd
H XL (' 3 £, N (9 oY AT All
Seqtent-cotinterolfer-theretorBuyer-and-Seller

Property. ;
2.1 The real property ("Property”) that is the subject of this z;offer consists of (insert a brief physical description) fee simple
interest of an approximately 28,124 SF 2-story multi-tenant office building situated upon
approximately .60 acre of land.
is located in the City of San Jacinto , County of Riverside ,Stateof _ca_ s commonly known by
the street address of 1695 San Jacinto Ave, San Jaci nto Ca 92583-5103

and is legally described as: :

(APN: 439~112-028 )
2a doseription-of-the-Property-to-ot-complote-oi-s-inaceuratorthis-Agreementohat mot b imvmia i 1
shal-be-completed-er-sonested-to-meet-the-roats "

P ettirements-of ;
("Title Company"), which shall issue the title policy hereinafter described.
’ 2.3 The Property includes, at no additional cost to Buyer, the} permanent improvements thereon, including those items which pursuant to
applicable law are a part of the property, as well as the {ollowing itenis, if any, owned by Seller and at present located on the Property: electrical
distribution systems (power panel, bus ducting, conduits, disconnzcts, lighting fixtures); telephone distribution systems (lines, jacks and
connections only); space heaters: heating, ventilating, air condilionirg'g equipment (“HVAC"); air lines; fire sprinkler systems; security and fire

detection systems; carpets; window coverings; wall coverings; and ALl furniture in Suite G. (see Exhibit 1 Personal
Property Inventorv) .

(coliectively, the “Improvements").

2.4 The fire sprinkler monitor: is owned by Seller and included in the Purchase Price, [ is teased by Seller, and Buyer will need to
negotiate a new lease with the fire monitoring company, D ownershigy will be determined during Escrow, or D there is no fire sprinkler monitor,
2.5 Except as provided in Paragraph 2.3, the-Purchase Price; does not include Seller's personal property, furniture and furnishings, and

all of which shall be removed by Seller prior to Closing.
Putchase Price.

8.1 The purchase price ("Purchase Price") to be paid by Buy_;er to Seller for the Property shall be $5,400,000.00 , Payable-as
maeheﬂ',‘the"zﬂfﬁhese—pﬁee)a . &

4/,

te} Wﬁhﬁ%kﬂﬂle-fe-ﬂae-pwpw, ei-te .‘., U the-folt Q‘G’ﬂﬁhﬂg-deed(e-)-of
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8. Escrow.and Closing.

8.1 Upon acceptance hereof by Selier, this Agrsement, iie : h ;
nol only the agreement of piirchase and sale between Buyer and Seﬂer, bul also inslmct{ons to Escrow Hclder for 1he consUmmahon of the
Agreement {hrough the Escrow. Escfow Holder shall hot prepare any further escrow instruclions restating or amending ths Agreement unless
specifically so Insiugted by the Parties er-a-Beeker-herein. Subject to the reasonable approval of the Partles, Escrow Holder may, howevar,
include-lts standard general- escrow provisions. in-the event that thete is.any conflict between the provisions of the Agreement and the provisions
of any addsnona! escrow lnstrucuons the pmwstons of the Agreament shall prevail as to the F'arues and the Escrow Holder

8.3 Escrow Holder (s hereby aulhorized and instructed to conduct the Escrow in accordance thh thxs Agreemem -applicabls law and
-ctistom and practice of the community In which Escrow Holder Ts located, including any repotfing requlreéments of the Internal Revenue Code. In
the event of a conflict between the law of the state where the Propeity is localed and'the law of the state where thie Escrow Holder is located, the
law of the state where the Properly ls located sha(l prevanl

3 efibed; Escrow Holder shall close this escrow:{the “Closing™) by recotding a
general warranty daed (a granl deed in Calsfomia) and the other documents requlred to be recerded, and by disbutsingthe funds and dacuments
in accordance with this Agreement.

8.5 Buyer and Seller shall each pay one-haif of the Escrow Holder's charges and Sefler shall pay the usual recording fees and any
required documentary ransfer taxes. Selter shall pay the premium for a standard coverage owner's or joint protection policy of tille insurance.
(Ses also paragraph 11) ’
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8.9 Except as othenwvise provided hetein, the terminaion of Escrow shall not relfieve or release either Paﬂy from any obligation to pay
Escrow Holder's fees and cosls or onstilute a waiver, release or discharge of any breach or default that has occurred In the performance of the
obligations, agreements, ciVefiahls or warranties ecnitained theféin. ’ T Tt ’

8-58HEe-0 G oR Y Dt-eohsH EEe10
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10. Documents Required at or Before Closing:
10.1 Five days prior to the Closing date Escrow Holder shall obtain an updated Title Commitment cancerning the Propetty from the Title
Company and provide coples thereof ta each of the Parties.
10.2 Seffer shall deliver lo Escrow Holder In time for defivery fo Buyer at the Closing: .
{a} Grant or generat warranty deed, duly executed and in recordable fori, conveying fee title to the Property to Buyer.

{d) It applicable, Estoppe] Cetlificales execuled by Seller and/or the tenant(s) of the Propstly.
(e} An affidavit execuled by Seller 1o the effect that Seller is not a “jorelgn person" within the meaning of Intemal Revenue Code

Section 1445 or successor stalufes. If Sefler does not provide such affidavit in form reasonably satisfactory to Buyer at least 3 buisiniess days pilor

io e Clesing, Esctow Holder shall at the Glosing deduct from- Seller's proceeds and remit to the Internal Revenue Service such sum as is
required by applicable Federal law with respect to purchases from foreign sellers.

() I the Properly Is located in California, an affidavit executed by Seller 1o the effect that Seller is not 2 “nonresident within the
meatiing of California Revenue and Tax Code Sectlon 18662 or successor staiutes. If Sellar doas not provide such affidavit in form reasonably
-satisfactory-to Buyer at least 3 business days ptior to fhe Closing, Escrow Heldet shall-at he Gloglng deduct from Seller's proseeds and remit ta
the Franchise Tax Board such suim ds is-tequired by-stch statute.

{g) if applicable, a bil of sale, duly execuled, conveying title to- any included personal propery-to Buyer.

{h) If the Seller is a corporalien, a duly exectited comotale resolitioh authorizing the execufioh of this Agreement and the sale
of the Properly.

10.3 Buyer shall deliver to Seller through Escrow;

(8) The cash porion of the Purchase Price and such. additional sums as are required of Buyer under this Agreement shall be
«deposited. by Buyer with Escrow- Holder, by federal funds wite franster, or any other method acceptable to Escrow Holder in fmmediaiely
collectable funds, no later than 2:00. P.M. an the business day ptist to- the Expected Closirig Date provided; Vot -

10.4 At Closing, Escrow Holder shall causs to be fsstied to Buyer a standard coverage {ar ALTA extended, it elgcted pursuant to 8.1(g))
owner's fofin policy of title Insurance-effective.as of 1hé Closing, issued by the Title Coripany in the full amount.of the Purchase Price, insuring
tille 1o the Property vested in Buyer, stibject only 1o the sxceplions: approveq by Buyer. Ja-the-eventtheredsa-Purehase-Money-Beet ot Fa

IMPORTANT: IN A PURCHASE OR EXCHANGE OF REAL PROPERTY, IT MAY BE ADVISABLE TO OBTAIN TITLE lNS.URA‘NCE IN
CONNECTION WITH THE CLOSE OF ESCROW SINGE THERE MAY BE PRIOR RECORDED LIENS AND ENCUMBRANGES WHICH
AFFECT YOUR INTEREST IN THE PROPERTY BEING ACGQUIRED. A NEW POLICY OF TITLE INSURANCE SHOULD BE OBTAINED IN
ORDER TO ENSURE YOUR INTEREST IN THE FROPERTY THAT YOU ARE ACQUIRING.

1. Prorations and Adjusimenis.

11,1 Taxes. Applicable real propetly taxes and special. assessment bonds shall be prorated through Escrow as of the date of the
Glosing, based upon the latest tax bill available. The Parties agree fo prorate as of ihe Closing any faxes assessed against the Property by
supplemental bill levied by reason of events ocoutring priot to the Closing. Payment of the prorated amaunt shall be made prompily in cash upon
receipt of a copy of any supplemental bill. .

11.2 Insurance. WARNING: Any Insurance which Seller may have malntalned will terminats on the Closing. Buyer is advised Io
obtain appropriale insurance to cover the Property.

11.3 Resntals, Inferest and Expenses. Schedulsd rentals, interest on Existing Notes, utilities, and operafing expenses shall be provated as
of the date of Closing. The Parlies agree to promplly adjust between themselves outside of Esérow any rents received aflar the Closing.

11.4  Securlly Deposit. Security Deposlis held by Selier shall be given t6 Buyer as a credit lo the cash required.of Buyer at the Closing.
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11.5 Post Clasing Mafiers. Any item 1o be prorated that is not determined or determinable at the Clasing shall be promptly adjusted by
the Parliss by appropriate cash payment outside of the Escrow when the amount due is determined.
=6 Varatens-in-xsting-Note-Balances—tr-the atha jg-Bi i o

13.  Possession,
Possesslion of the Property shall be given to Buyer al the Closing subject 1o the rights of fenants under Existing Leases.
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18. Further Bocuments and Assurances. )
The Parties shall gach, diligently and in good faith, undertake all aclions and procedures reasonably required to place the Escrow in coridition for
Closing as and when requited by this Agresment. The Parlies agree to provide all further Information, and to execute and deliver all further
documents, reasonably required by Escrow Holder ar the Title Company. '
16.  Aftorneys’ Fées,
it-any Party or Broker brings an action or proeeeding (including arbitration) involving the Property whether founded In tort, contract or equity, or to
declare rights hefetinder, the Prevailing Parly (as heteafter defined) in any such proceeding, action, of appeal thereon, shall be enfitled to
reasdnable aftorneys’ fees. Such fees may be awarded in the same suif o recovered in a separate sult, whether or not such action or proceeding
is pursued fo decision or judgment. The lerm "Prevalling Pariy” shall include, without limitation, a Patly or Broker who substantially: ohtains or
defeals the relief sought, as the case mdy be, whether by compromise, setilement, judgment, or the abandonment by the other Party or Broker of
its claim or defense. The attorneys® fees award shall nat be computed in accordance with any count fee schedule, but shall be such as to fully
reimburse alf atlorneys' fees reasonably incurred.
17, 'Prior Agreements/Amendments.
17.1 This Agreement supersedes any and all prior agreements between Séller and Buyer regarding the Property.
17.2 Amendments to this Agreement are effective orily if made: in wriling a@nd executed by Buyer and:Sgller.

18, Beokerc-Rights:

19.1 Whenever any Parly, Escrow Holder or Brokers hereln shall desire to give or serve any nolice, demand,. request, approval,
disapproval or other dommunication, each such. communication shall-be in writing and shall be deliverad personally, by messenger or by mail,
postage prepaid, to the address set forth in:this. Agreemeit or by facsimile ransmission, efectronic signature, digital signature, or email.

19.2 ‘Sewice of any stch:communication shall be desmed made on.the date.of actual reeeipt If personally deliverad, or transmitted by
facsimile transmission, electronic signature, digital signatute, or emall. Any such communication sent by rogular mall shall be deemed glven 48
hors after the same Is mailed. Communications sentby United States Exprass Mait or ovemight courier that guiararitee next day delivery.shall be
‘desmed dellvered 24 hours after delivery of the-same to the Postal Service ot courler; If sicch communiication is recelverioii a Saturday, Sunday
or legal holiday, It shall be deemed received-on the next business day.

19.3 Any Parly or Broker herelo may from time lo time, by notics in wriling, designate a different address to which, or a differerit
Person or additional pérsenis 16-whom, all commuriications are thereafter to'be made. ) o
20.  Duration of Offer.

20.1 If this offer Is not accepled by Seller on or before 500 PM. according to the lime standard applicable to the city of

' . on thadale of _ , _ . ,

it stialf bio. deemed automatically revoked.

202 The acceptance of this offer, or of any subsequent cournteroffer hereto, that creales an agresment between the Parties as
described in’ paragraph 1,2, shall be desmed made tipon delivety o the other Pady or either Broker heréln. of a duly executed writing -
uncondifionally actepling the-last otstanding ¢ffer or counteroffer. :

21_ 3 - i siidale WRades-Barastaphis-anblicable-anbei

£ 2
{HHSisigd

22,  AHBITRATION OF DISPUTES. (This Arbitation of Disptes paragrepivis applicable only it initialed by both FPariles.)
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{ 2"2/',«"' %)33 R

Buyer Inftlals Seller Initials

23, Miscellaneous.

23.3 ‘Time of Essenge. Time Is.of the essence of this Agreement.

23.4 Counterparts. This Agreement may be executed by Buyer and Seller in counterparts, each of which shall be deemied an sriginal,
and alf of which together shall‘canstilute one and the same instrument. Escrow Halder, after verlfying thal the catiriterparls are identical except for
the slgnatures, Is authorized and instriicled to comblae the signed signalure pages on one of the counterpatts, which shall then constilute the
Agreenient.

235 Waller of Jury Triak. THE PARTIES HEREBY WAIVE THEIR RESPECTIVE RIGHTS TO TRIAL BY JURY IN ANY ACTION OR
PROCEEDING INVOLVING THE PROPERTY-OR ARISING OUT-OF THIS AGREEMENT.

23.6 Contlict. Any corifiict betwsen the ‘printed provisions of this Agreement and the lypewntten or handwnﬂen provisions shall be
cantrolled by the typewrmen or handwrmen prov:slons Se!ler and Bu ey musi Imiial an a d i

23.8 Days. Unless otherwise spetifically indicated to the contrary, the word "days® as used Inthis Agreeinient shall mean and refat to
calendar days.
24, Dlsctosures Regardmg ‘l”he Nature of a Real Estate Agency Relaﬂonship

o642
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25. Consthruction.of Agreement. [In construing this Agreement, all headings and fitles are for the convetiience of tie Parties only and shall
not be considéred a part of this Agreement. Whenever tequired by the context, the singifar shall iclude the plural and vice versa. This
Agraement shall not be consiiued as If prepared by one of the Partles, but rather ageording to Its fair meaning as a whale, as if both Parties had
preparsd it,

26.  Additional Provisions:

Additional provisions of this offer, if any, are as follows-or are attached hereto by an addendum or addenda conslsiing of paragraphs __ A~¢
through AND 1-16 . (If there are no-additional provisions writs "NONE™)

The "Addendum To Standazd Offer, Aqreement and Escrow Instructions for Purchase of Resl Estate®
dated 12-7-2016 is incorporated harein in full by reference,

ATTENTION: NO REPRESENTATION OR RECOMMENDATION IS MADE BY THE AR COMMERGIAL REAL ESTATE ASSOGIATION OR BY
| ANY BROKER AS TO THE LEGAL SUFFICIENCY, LEGAL EFFECT, OR TAX GONSEQUENCES OF THIS AGREEMENT OR THE
TRANSACTION TO WHICH IT BELATES. THE PARTIES ARE URGED TO:

1. SEEK ADVICE OF GOUNSEL AS TO THE LEGAL AND TAX. CONSEQUENGES OF THIS AGREEMENT.

2, RETAIN APPROPRIATE CONSULTANTS TO REVIEW AND JNVESTIGATE THE CONDITION OF THE PROPERTY. SAID
INVESTIGATION SHOULD INCLUDE BUT NOT BE LIMITED TO: THE POSSIBLE PRESENCE OF HAZARDOUS SUBSTANCES, THE
ZONING OF THE PROPERTY, THE INTEGRITY AND GONDITION OF ANY STRUCTURES AND OPERATING SYSTEMS, AND THE
SUITABILITY OF THE PROPERTY FOR BUYER'S INTENDED USE.

{ WARNING: IF THE PROPERTY IS LOCATER IN A STATE OTHER THAN CALIFORNIA, CERTAIN FROVISIONS OF THIS AGREEMENT MAY
{ NEED TO BE REVISED TO COMPLY WITH THE LAWS OF THE STATE IN WHICH THE PROPERTY IS LOCATED.

NOTE:
1. THIS FORM IS NOT FOR USE I CONNECTION WITH THE SALE OF RESIDENTIAL PROPERTY.
v 2, iF EITHER PARTY IS A CORPORATION, IT IS RECOMMENDED THAT THIS AGREEMENT BE SIGNED BY TWO
CORPORATE OFFICERS.
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The undersigned Buyer offers and agrees to buy the Property on the terms and conditions stated and acknowfedges recelpt ofa copy

hereaf.
BROKER: BUYER:
Alfred and Barbara Santes Trust, dated Feb 10,1979
Alfred San Trustee / Baxbara Santos, ‘Prustee
Attn: j 7 n%?
Title: Da:e necémbez 1. 2016
Address: Name Printed: ALERED SANTOS
Title: TRUSTEE
Telephone: Telsphons: (562)254—3733
Fagcsimile: Facsimile: :
Email: Emall: Y ,,
Federal ID No. By: , T

Broket/Agent BRE License #:

27.  Acceplance,

Date: December 7, 2016
Name Prinfed: BARBARA SANTOS
Title: TRUSTEE '
Address; 3114 PAYNE RANCH ED, QHING HILLS CA

Telephane:
Faaslmile:
Ernall:
FederatID No. 556-62-1222

27.1 Seller accepts the foregolng offer to purchase the Property and hiereby agrees 1o sell the Propeity to Buyer on the ternis aiid

conditions therein specified.

273 Seller a‘cknowledgés-r:eceipl of a copy heveof arid authorizes Brokers 1o deliver a signed copy'te Buyer.
‘NOTE: A PROPERTY INFORMATION SHEET IS REQUIRED TO BE DELIVERED TO BUYER BY SELLER UNDER THIS AGREEMENT.

‘BROKER: SELLER:
S MEDICAL, LLC
W /'7
i ot
Attt By: : i
Titler ___ Date: m.e»::larm i*-f NN
Address: Name Prmled Rich Anthonv .
Tile: 877 MeDIAL, LAe MANAGINSG MEMAE
Telgphone: Telephone'@?! YaY b Al 33
Facsimile: Facsimile:- G2 £8) 234 ~H1§5
Emall: Emall:
Federal ID No.
' By:_
Broker/Agent BRE License-#: Date:. .
Name Printed:
Title:
Addrass!
Telephone:
Facsimile:
Email:
Fedaral Ib No. _

NOTICE: These forms are often thodified to meet changing requirements of law and industry needs. Always wiite or call to make sure
you are ufilizing the most current form: AIR Commercial Real Estate Assoclation, 500 N Brand Blvd, Sulte 300, Glendale, CA 81203,

‘Telephone No. {213} 687-8777. Fax No.: (213) 687-8616.
©-Gopyright 2003 By AlR Commerclal Real Estate Association.
All rights reserved. m‘/
No part of these works tay be reproduced in any form without permission in wrilting.
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S.J. MEDICAL LLC
PERSONAL PROPERTY INVENTORY
(Located at 1695 San Jacinto Ave.,
San Jacinto, CA Suite G)

1 Leather Couch

1 Conference Table with 4 chairs
1 Desk with 2 chairs

1 End Table

Items were purchase by S.J. Medical LLC m 2007 for approximately $2,300.00.
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REVISED ADDENDUM TO STAND/%LRD OFFER, AGREEMENT AND
ESCROW INSTRUCTIONS FOR P%‘URCHASE OF REAL ESTATE

This Addendum (the “Addendum”) to Standard Offer, Agreement and Escrow Instructions for Purchase of
Real Estate (the “Agreement”) is entered into on _M day of December, 2016, by and between Alfred and
Barbara Santos Trust, dated Feb 10, 1979 (the “Buyer”), and S J Medical, LLC, a California Limited
Liability Company, as the Reorganized Debtor in chapter 11 case number 6:13-bk-25500 SC (the “Seller”
or “Reorganized Debtor”) pursuant to the terms ard conditions as follows:

RECITALS
A. The Reorganized Debtor is the owner of record of real property commonly known as 1695 San Jacinto
Avenue, San Jacinto, California 92583-5 103, APN 439-112-028 (the “Property™).
B. On September 16, 2013, the Reorganized Debtor filed a voluntary petition seeking relief under
chapter 11 of Title 11 of the United States Bankruptcy Code as bankruptcy case number 6:13-bk-25500 SC
(the “Bankruptey Case”). ~
C. On November 20, 2014, the Reorganized Debtor filed the Debtor’s Chapter 11 Liquidation Plan Dated
November 20, 2014 as ECF Docket No. 175 (the “Plan™). The Plan provides for the sale of the Property
and the distribution of the sale proceeds to pay all “Allowed Claims” as defined by the Plan.
D. On March 20, 2015, the Order Confirming the Plan was entered by the Bankruptcy Court as
ECF Docket No. 223. 5
E. In November 2016, the Buyer expressed interest in purchasing the Property, including certain personal
property located in Suite G of the Property. The Riorganized Debtor provided information requested by
the Buyer, including copies of all leases for the Pro perty. The Buyer obtained an appraisal and conducted
physical inspection(s) of the I;roperty and completed its due diligence investigation.
F. On or about December 2}, 2016, the Buyer delivered the Agreement to the Reorganized Debtor.
G. As required by Section 363 of the Bankruptcy Clode, the Reorganized Debtor will request, subject to
overbids, entry of an order by the U.S. Bankruptey Court authorizing the sale of the Property including
certain personal property identified in the Agreemeit.

- CONDITIONS OQF SALE
1. Purchase Price. The purchase price of $5,4(10,000.00 is to be paid by the Buyer to Reorganized
Debtor as follows:
a.  Good Faith Deposit: Upon execution of this Agreement by all parties, Buyer shall provide

Reorganized Debtor with a good faith deéposit in the amount of One Hundred Thousand Dollars

($100,000.00) (the “Good Faith Deposit”) made payable as instructed in writing by Reorganized
Debtor. The Good Faith Deposit will be held in the client trust account of counsel for the
Reorganized Debtor until the sale of the gProperty is approved by the Bankruptey Court.

b. Cash at Closing: Buyer will pay Reorgaaized Debtor Five Million Three Hundred Thousand
Dollars ($5,300,00.00) at the Closing.

2. U.S. Bankruptcy Court Approval., Sale Order, Bidding Procedures Order. The Buyer acknowledges
that the sale of the Property under the Agreement is subject to Bankruptcy Court approval and to
higher and better overbids by qualified bidders, and that the Property will be sold to the highest and
best bidder at an auction to be conducted at the time of the Bankruptcy Court hearing on the motion

for authority to sell the Property (the “Aucticn”). The Reorganized Debtor shall file promptly in the

Bankruptcy Case one or more motions, notices and proposed orders, together with al] necessary

related pleadings, including a motion seeking entry of an order authorizing the sale of the Property

under Sections 105, 363 and 365 of the Bankéruptcy Code (the “Sale Order”) and a motion seeking
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entry of an order approving bidding procedures (the “Bidding Procedures Order”) requiring that:
(i) bids be all cash; (ii) any initial overbid be in the total amount of the Purchase Price plus no less
than One Hundred Thousand Dollars ($100,000.00), (iii) additional bid increments shall be in the
amount of at least $50,000.00, and (iv) Buyer shall be provided the opportunity to amend,
supplement or otherwise modify its offer in response to any overbid at the Auction. If the highest
and best offer, as determined by Reorganized Debtor in its sole discretion, is submitted at the
Auction by a purchaser other than the Buyer, the Reorganized Debtor shall, upon approval of the
Bankruptcy Court of a Sale Order naming such other purchaser as the buyer, be entitled to close a
sale pursuant to such other offer. If Reorganized Debtor consummates a sale of the Property to a
person or entity other than Buyer, Reorgarized Debtor shall pay Buyer at the closing of the
transaction a break-up fee of $20,000.00 ta cover its due diligence expenses including legal fees,
appraisal fees, inspection fees, interest on its Good Faith Deposit and related costs incurred by
Buyer (the “Breakup Fee”). Upon entry of the Sale Order authorizing a sale of the Property to a
purchaser other than the Buyer, the Reorganized Debtor shall return the Good Faijth Deposit to the
Buyer; provided, however, if the Buyer hag been designated by the Reorganized Debtor as the
“back-up bidder”, the Buyer shall return thiz Good Faith Deposit to the Buyer upon the earlier of
closing of the sale to the highest bidder or termination of the period in which Buyer was required to
serve as the back-up bidder.

. Escrow Instructions. The Agreement, the Addendum, and the Sale Order shall collectively

constitute the instructions to Escrow for the closing of the sale of the Property (the “Closing™). Any
further instructions to Escrow must be in writing signed by all parties to the Agreement.

- Closing Date. The Closing shall take place on (a) the date which is fourteen (14) days after the

later of (i) the date the Sale Order is entered, or, (ii) the date on which no stay of the Sale Order is
then in effect, or (b) such earlier date as agreed to by the Parties (“Closing Date™).

- No Pest Control Report or Work. Reorgani:ézed Debtor will not provide a pest control report and will

not pay for any corrective work. Buyer will receive no credit for any corrective work to the
Property.

. Buyer Has No Contingencies. Buyer acknoézvledges that it has NO contingencies to the closing of

the sale of the Property under the Agreemen, including, but not limited to, no contingency to obtain
financing, no contingency for obtaining an appraisal, no contingency for physical inspections, ete,
Reorganized Debtor will use its best efforts “0 obtain Estoppel Certificates from lessees under
current leases of the Property, however, the provision of Estoppel Certificates is NOT a contingency
to the closing of the sale of the Property under the Agreement.

- Refund of Good Faith Deposit. The $1 O0,0é0.00 Good Faith Deposit is refundable only if:

a. The Bankruptcy Court does not enter a Sale Order approving the Agreement; or

b. The Buyer submits neither the highest bid nor the second highest bid to purchase the
Property as approved by the Sale Order; or

c. The Buyer submits the second highest bid to purchase the Property as approved by the Sale
Order and the escrow for the sale of tae Property to the highest bidder as approved by the
Sale Order closes; or ;

d. Reorganized Debtor cannot deliver good and marketable title to the Property as set forth in

Paragraph 11.
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Real Estate Broker’s Commission. The D?ebtor is not represented by a real estate broker. The Seller
will pay directly to its real estate broker any commission for the sale and purchase of the Property.
No feal estate broker’s commission will be paid through the escrow established for the sale of the
Property. :

No Assignment. The Agreement is between Reorganized Debtor and Buyer. Buyer shall have no
right to assign the escrow, the Agreement, or transfer the Property concurrently with closing without
consent of Reorganized Debtor. ?

Title Insurance. The title insurance policy shall be subject only to liens, encumbrances, clouds and
other matters as may appear on the preliminary title report, that are not to be removed at the close of
Escrow, and have not been objected to by Buyer. Should Reorganized Debtor be unwilling or
unable to eliminate those title matters disaiproved by Buyer as above, Reorganized Debtor may
terminate this Agreement or; should Reorghnized Debtor fail to deliver good and marketable title as
provided above, Reorganized Debtor or By yer may terminate this Agreement. In either case, the
Good Faith Deposit shall be returned to Buyer, and Buyer shall have no recourse against
Reorganized Debtor or any attorney involvéd in this transaction.

Limitations of Sale. The parties acknowled ge that due to the unique role of the Reorganized Debtor
as the Seller of the Property for the benefit bf all creditors holding Allowed Claims under the Plan,

there are limitations as to the extent, type and character of the Agreement under which the

Reorganized Debtor will convey the Property. Reorganized Debtor proposes to sell the Property
subject to certain limitations. The parties acknowledge that they understand the terms under which
the Property is to be conveyed may vary substantially from the normal customs and trade within the
real estate industry. Except where expressly mandated by operation of law, the Buyer consents to

any such modifications and amendments.

Purchase Without Warranties. Buyer acknowledges that it is purchasing the Property from
Reorganized Debtor “AS IS” without warranties of any kind, expressed or implied, being given by
Reorganized Debtor, concerning the condition of the Property or the quality of the title thereto, or
any other matters relating to the Property. Euyer represents and warrants that it is purchasing the
Property based on its own investigations anc is not buying the Property pursuant to any
representations made by any broker, agent, gccountant, attorney, employee, managing member, or
other person or professional acting at the direction, or on behalf of Reorganized Debtor. Buyer
acknowledges that Buyer has inspected the Froperty, and upon closing of Escrow governed by this
Agreement, Buyer forever waives for itself, :ts heirs, successors and assigns, all claims against the
Reorganized Debtor, its attorneys, agents, employees, and managing members, arising or which
might arise in the future concerning the Property.

Hold Harmless. Buyer understands the termy of the Agreement and holds the Reorganized Debtor,
its agents, managing members, and attorneys harmless from any liabilities arising from this
Agreement. All parties further agree, jointly and severally, to pay on demand as well as to
indemnify and hold Escrow harmless from and against all costs, damages, judgments, attorney’s

fees, expenses, obligations and liabilities of any kind or nature which in good faith, Escrow may
incur or sustain in connection with or arising out of this Escrow and Escrow is hereby given a lien
upon all the rights, titles and interest of each of the undersigned in all escrow papers and other
property and monies deposited in this escrow, to protect the rights of escrow and to indemnify and
reimburse Escrow under this Agreement. In the event this Escrow is not completed for any reason,
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Escrow is authorized to deduct and pay its? fee, plus costs incurred from any funds on deposit.

14. Resolution of Disputes. All disputes arisir@ig from this Agreement or relating in any way to the

Property shall be resolved on in the Unitec States Bankruptcy Court for the Central District of
California, Riverside Division.

BUYER: I, the Buyer herein, have reviewed the létgreement referenced above and this Addendum and

understand the terms and conditions set forth thereg.in, and further agree to purchase the Property pursuant to
said terms and conditions. 3

Alf.z%:'ed and Barbara Santos Trust, dated Feb 10, 1979

DATE: !2-2)-]} g_ By: (AL 4 %)
Its:

paTE: 1 ¢~k IBy: @wbm 2{)@@‘
ts:

SELLER: The Reorganized Debtor agrees to sell t’:\e Property pursuant to the terms and conditions set
forth herein and subject to the approval of the Bankruptey Court.

S ] Medical, LLC, a Californig Limite
pated &aa/1y By:

Its: Managing Member

iabjlity Company |
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PAMELA J. ZYLSTRA — State Bar No. 147977
PAMELA JAN ZYLSTRA

A PROFESSIONAL CORPORATION

18111 Von Karman, Suite 460

Irvine CA 92612

Telephone: (949) 222-2000

Facsimile: (949) 222-2022

email: zylstralaw@gmail.com

Counsel for S.J. Medical LLC, ‘
Reorganized Debtor
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FILED & ENTERED

DEC 30 2016

CLERK U.S. BANKRUPTCY COURT
Central District of California
BY hawkinso DEPUTY CLERK

UNITED STATES BANKRUPTCY COURT

CENTRAL DISTRICT OF CALIFORNIA

RIVERSIDE DIVISION

Inre

S.J. MEDICAL LLC,
a California Limited Liability Company,

Reorganized Debtor

Exhibit

Case No. 6:13-bk-25500 SC
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ORDER ESTABLISHING BIDDING
PROCEDURES FOR SALE OF REAL
AND PERSONAL PROPERTY OF THE
REORGANIZED DEBTOR AND
SETTING HEARING FOR MOTION
FOR ORDER AUTHORIZING SALE
AND AUCTION

[ECF Docket No. 243]

Date: December 22, 2016

Time: 9:00 a.m.

Ctrm: Video Courtroom 225
United States Bankruptcy Court
3420 Twelfth Street
Riverside, California 92501-3819

[SPECIALLY SET BEFORE THE
HONORABLE MARK S. WALLACE]
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Casel

1 The NOTICE OF MOTION AND MOTION FOR ORDER ESTABLISHING BIDDING

2 || PROCEDURES FOR SALE OF REORGANIZED DEBTOR’S REAL PROPERTY;

3 || MEMORANDUM OF POINTS AND AUTHORITIES AND DECLARATION OF RICHARD

4 || ANTHONY IN SUPPORT filed as ECF Docket No. 243 (the “Motion”) was specially set and

5 || came on for hearing before the Honorable United States Bankruptcy Judge Mark S. Wallace on

6 || December 22, 2016 at 9:00 a.m. in Video Courtroom 225 in the United States Bankruptcy Court,

7 || Riverside Division and in Courtroom 6C in the United States Bankruptcy Court, Santa Ana

g || Division. Mohammad V. Tehrani, Esq. appeared on behalf of the United States Trustee.

9 || Cristina E. Bautista, Esq., of Katten Muchin Rosenman LLP, appeared telephonically on behalf
10 ||of U.S. Bank N.A. Marc C. Forsythe, Esq. appeared telephonically on behalf of Forsythe & Goe
11 ||{LLP. Pamela J. Zylstra, Esq. of Pamela Jan Zylstra A Professional Corporation appeared on
12 || behalf of S.J. Medical, LLC, the Reorganized Debtor. There were no other appearances at the
13 || hearing.

14 This Court having considered the Motion and pleadings filed in support of and in

15 || response to the Motion, including the Limited Objection to Motion filed by the Office of the

16 || United States Trustee [ECF Docket No. 245], the Statement of Position of U.S. Bank N.A. in

17 || Response to the Motion [ECF Docket No. 246], and the Declaration of Pamela J. Zylstra filed in
18 ||Response thereto [ECF Docket No. 248], and having considered the statements, arguments and
19 || representations of counsel made at the hearing and the entire record and finding that all

20 || objections to the Motion were resolved, and good cause appearing,

21 THIS COURT FINDS AS FOLLOWS:

22 A. The Motion is granted;

23 B. The offer for the Property is $5,400,000.00 all cash;

24 C. The initial overbid for the Property will be $5,500,000, with each incremental bid

25 || thereafter to be at least an additional $50,000.00;
26 D. Procedures for the auction sale and bidding are approved in the form attached
27 || hereto as Exhibit “1” (the “Sale Procedures™); and

28
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E. A hearing on the proposed sale will be held on February 14, 2017, at 1:30 p.m.

before the Honorable Scott C. Clarkson in Video Courtroom 126, 3420 Twelfth St., Riverside,

California 92501, at which time the auction bidding will take place in open court in accord with

the approved Sale Procedures.

ate: December 30, 2016

#HH#

ot f. Walle.

Mark S. Wallace
United States Bankruptcy Judge
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Sale Procedures
In re S.J. Medical, LLC, a California Limited Liability Company

1. Asset(s) To Be Sold. The “Property” is the primary asset of the Reorganized Debtor’s estate and
consists of real property commonly known as 1695 San Jacinto Avenue, San Jacinto, California 92583-
5103, APN 439-112-028 (the “Property™). The Property is improved with a medical office building with
18 medical office suites for lease. The proposed sale of the Property includes the personal property
located in Suite G.

2. Santos Offer. Subject to submission of overbids, the Reorganized Debtor will request Bankruptcy
Court approval to close the sale of the Property to Alfred and Barbara Santos Trust, dated February 10,
1979 (the “Buyer”) pursuant to the Standard Offer, Agreement and Escrow Instructions for Purchase of
Real Estate (the “Agreement”) executed on December 21, 2016 (the “Santos Agreement”).

3. Continued Marketing of Property. The Property including the personal property located in Suite G
is available for purchase free and clear of liens, claims and interests. The Reorganized Debtor will
continue to seek and to respond to interested purchases based on the information previously assembled,
including the rent roll and copies of the leases of the medical office suites. The Reorganized Debtor will
share this information, and such other information as may reasonably be requested, with any prospective
buyer who executes a confidentiality agreement and who demonstrates to the Reorganized Debtor that the
prospective buyer has the reasonable financial ability to participate in an auction sale process within the
required time frame.

4. Auction. The auction sale (the “Auction”) will take place at the hearing on approval of the sale,
which is scheduled for February,14, 2017 at 1:30 p.m., before the Honorable Scott C. Clarkson, United
States Bankruptcy Judge, in Courtroom 126, 3420 Twelfth Street, Riverside, California 92501.

5. Requirements for Qualified Bidders. To be eligible to participate as a bidder at the Auction as a
“Qualified Bidder” no less than seven (7) days before the Auction, a prospective bidder must (a) deliver to
Pamela Jan Zylstra, counsel for the Reorganized Debtor, funds in an amount equal to Buyer’s Good Faith
Deposit of $100,000.00., which funds (the “Bid Deposits™) will be held in trust in the Pamela Jan Zylstra
A Professional Corporation client trust account; and (b) file evidence with the Bankruptcy Court
demonstrating to the satisfaction of the Bankruptcy Court that they qualify as good faith purchasers within
the meaning of Section 363(m) of the Bankruptcy Court and are financially capable of closing the sale of
the Property under the terms and conditions of the Santos Agreement; and (c) serve such evidence on
counsel for the Reorganized Debtor, the Office of the United States Trustee for Riverside Division, and
deliver a copy to the Honorable Scott C. Clarkson, 411 West Fourth Street, Fifth Floor Courtesy Box,
Santa Ana, California 92701.

6. Bids Nonrefundable If Approved Sale(s) Fails To Close. The amount of each of the Bid Deposits
will be non-refundable in favor of the Reorganized Debtor if the bidder is the winning bidder at the
Auction, its bid and the asset sale are approved by the Bankruptcy Court, and fails to close its purchase of
the Property within 15 days of the date of entry of the Sale Order.

7. Santos Agreement Binding. A Qualified Bidder will be deemed to have submitted its all-cash bid
based on the terms of the Santos Agreement and to have signed the Santos Agreement, subject to
modification of the amount of the purchase price.

Exhibit Z
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8. Auction Procedures. If more than one Qualified Bidder satisfies the requirements described above
and appears at the Auction, the Court will randomly assign bidding numbers to the bidders. The following
is how the bidding will work by example if there are three Qualified Bidders at the Auction. The bidder
who is assigned Bidder #1 will be required to submit the first bid, unless the Buyer is assigned Bidder #1,
in which case the bidder who is assigned Bidder #2 will be required to submit the first bid. Any initial
overbid must be in the total amount of the Purchase Price plus no less than One Hundred Thousand Dollars
($100,000.00)(the “Minimum Overbid”). Once a bid equal to or greater than the Minimum Overbid is
veceived, that bid will be deemed a qualified bid and the bidding will then proceed to the bidder with the
next number in sequential order. Additional bids must be in the amount of at least Fifty Thousand Dollars
($50,000.00). If the next bidder fails to submit a complying bid it will be eliminated from the Auction and
will not be permitted back into the Auction thereafter. The bidding will then turn to the bidder with the
next number in sequential order and then return to Bidder #1 and continue, with the same requirement for
bids in the amount of at least $50,000.00, until all bidders but one have dropped out of the Auction at
which point the bidder who made the highest bid will be deemed the highest bidder. The bidder who
submitted the second highest bid at the Auction will be deemed to constitute the winning backup bidder.
The Buyer may modify the Santos Offer as to the amount of the purchase price in response to any overbid.

Determination of Highest Bid. The Reorganized Debtor will decide which bid made at the Auction
is the highest and best bid for the Property with any disagreement to be resolved by the Bankruptcy Court.

10. Motion for Approval of Sale of Property. The date and time of the hearing for the Bankruptcy
Court to consider approval of the sale of assets to the winning bidder at the Auction will be February 14,
2017 at 1:30 p.m.

11. Deadline to Close Sale of Property. Subject only to entry by the Bankruptcy Court of the order,
the winning bidder will have until the date which is fifteen (15) days after the entry of the order approving
the sale to consummate the sale. If the winning bidder fails to close the sale timely, the winning bidder
will be deemed to have forfeited the non-refundable portion of its Bid Deposit unless the Reorganized
Debtor or the Bankruptey Court grant the winning bidder an extension of time to close. If the winning
bidder fails to close and forfeits the non-refundable portion of its Bid Deposit, the winning backup bidder
will be notified and will then have five (5) days to close its purchase of the Property or will be deemed to
have forfeited its Bid Deposit unless the Reorganized Debtor or the Bankruptcy Court grant the winning
backup bidder an extension of time to close. The Bid Deposit of the backup bidder will be retained by the
Reorganized Debtor following the conclusion of the Auction and will be returned to the backup bidder on
the closing by the winning bidder of its purchase of the Property.

12. Good Faith Deposit. If the Buyer is not the winning bidder, the Good Faith Deposit of the Buyer
will be returned to the Buyer as provided in the Santos Agreement.

13. Jurisdiction of Bankruptcy Court. All Qualified Bidders will be deemed to have consented to the
core jurisdiction of the Bankruptcy Court and to have waived any right to a jury trial about any disputes
related to the Auction or the motion for approval of the sale of the Property. The Santos Agreement and
all modifications to said agreement regarding purchase price and identification of buyer shall be governed
by and construed under the laws of the State of California. All Qualified Bidders will be bound by their
bids until conclusion of the Auction.
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14. Modification of Bidding Procedures. All bidding procedures set forth above, other than the
provisions governing the breakup fee and bid increments, may be modified by the Bankruptcy court at the
Auction.
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ORIGINGAL LEASE
SUITE TENANT EXTENSION
LEASE DATE DATE
LEASES ASSUMED PER PLAN CONFIRMATION
A AK MANAGEMENT 4/1/2011 1/1/2014
B&F RADNET MANAGEMENT 4/30/2011 NOT EXPIRED
CD&E RANCHO PYSCIAL THERAPY 7/1/2013 NOT EXPIRED
G VACANT
H VACANT
| DR ASHOK 4/23/2011 3/4/2014
L DR. BROWN 5/26/2010 3/6/2014
0 DR. GUADAMUZ 6/1/2013 NOT EXPIRED
Q AGHAPY PHARMACY 1/3/2011 3/4/2014
LEASES SIGNED AFTER PLAN CONFIRMATION
J LAB CORP OF AMERICA 6/16/2009  10/15/2016
KMN &I.1 HEALTHMEDICA 5/1/2016 NOT EXPIRED
P UNITED HEALT CARE 3/1/2009 8/1/2016
TENANT ADDRESSES
A DR. KOKA

1695 S. San Jacinto Ave., Suite A
San Jacinto, CA. 92583
Attn: Mr. Koka

lkoka@aol.com

B&F RANDNET MANAGEMENT, INC.
1508 Cotner Ave.
Los Angeles, CA. 90025
Attn: Jeffrey Linden
jlinden@radnet.com

CD&E  Rancho Physical Therapy
24630 Washington Ave., Suite 200
Murrieta, CA. 92562
Attn: Scott Schroeder
sschroeder@optimiscorp.com

G VACANT
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H VACANT

| Dr. Nagasamudra S. Ashok
1695 S. San Jacinto Ave., Suite |
San Jacinto, CA. 92583
Attn: Dr. Ashok
email: trinitytransport03@gmail.com

J Laboratory Corporation of America
13112 Evening Creek Drive South
San Diego, CA. 92128
Attn: Aaron Serber
email: serbera@labcorp.com

KMN &I1.1 Healthmedica, Inc.
22 Battery Street, Suite 510
San Francisco, CA. 94111
Attn: Nathan Sassover
nsassover@healthmedica.com

L Martha lzvemari & Dr. Thomas Brown
1695 S. San Jacinto Ave., Suite L
San Jacinto, CA. 92583
Attn: Martha Brown
marthaizv@hotmail.com

O Dr. Roberto J. Guadamuz
1695 S. San Jacinto Ave., Suite O
San Jacinto, CA. 92583
Attn: Dr. Guadamuz
doctorchiro@msn.com

P United Health Care Services, Inc.
9900 Bren Road East, MN0O08-W310
Minnetonka, MN. 55343
Attn: Adam Wilford, Director
email: matt.perrigue@am.jll.com

Q Aghapy Pharmacy
Sam Bishay
1610 S. Wabash Ave.

Redlands, CA. 92373
Attn: Sam Bishay
aghapyrx@yahoo.com
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CLTA Preliminary Report Form Order Number: 0-SA-5357850
(Rev. 11/06) Page Number: 1

First American Title

[T N———

First American Title Company
4 First American Way
Santa Ana, CA 92707
California Department of Insurance License No. 151

Sandy Cordova

Paramount Escrow Services, Inc.
101 East Lincoln Avenue, Suite 220
Anaheim, CA 92805

Phone:

Fax:

Customer Reference: Valley Medical Building

Order Number: 0-SA-5357850 (dt)

Title Officer: Debbie Tognetti

Phone: (714)250-8579

Fax No.: (714)481-2956

E-Mail: octitle3@firstam.com

Property: 1695 South San Jacinto Avenue

San Jacinto, CA 92583

PRELIMINARY REPORT

In response to the above referenced application for a policy of title insurance, this company hereby reports that itis prepared to issue, or
cause to be issued, as of the date hereof, a Policy or Policies of Title Insurance describing the land and the estate or interest therein
hereinafter set forth, insuring against loss which may be sustained by reason of any defect, lien or encumbrance not shown or referred to as
an Exception below or not excluded from coverage pursuant to the printed Schedules, Conditions and Stipulations of said Policy forms.

The printed Exceptions and Exclusions from the coverage and Limitations on Covered Risks of said policy or policies are set forth in Exhibit A
attached. 7he policy to be issued may contain an arbitration clause. When the Amount of Insurance is less than that set forth in the
arbitration clause, all arbitrable matters shail be arbitrated at the option of either the Company or the Insured as the exclusive remedy of the
parties. Limitations on Covered Risks applicable to the CLTA and ALTA Homeowner’s Policies of Title Insurance which establish a Deductible
Amount and a Maximum Dollar Limit of Liability for certain coverages are also set forth in Exhibit A. Copies of the policy forms should be
read. They are available from the office which issued this report.

Please read the exceptions shown or referred to below and the exceptions and exclusions set forth in Exhibit A of this
report carefully. The exceptions and exdusions are meant to provide you with notice of matters which are not covered
under the terms of the title insurance policy and should be carefully considered.

It is important to note that this preliminary report is not a written representation as to the condition of title and may not
list all liens, defects, and encumbrances affecting title to the land.

This report (and any supplements or amendments hereto) is issued solely for the purpose of facilitating the issuance of a policy of title
insurance and no fiability is assumed hereby. If it is desired that liability be assumed prior to the issuance of a policy of title insurance, a
Binder or Commitment should be requested.

First American Title .
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Order Number: O-SA-5357850
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Dated as of December 09, 2016 at 7:30 A.M.
The form of Policy of title insurance contemplated by this repbrt is:
To Be Determined
A specific request should be made if another form or additional coverage is desired.
Title to said estate or interest at the date hereof is vested in:
S.J. Medical, L1.C, a California limited liability company,
The estate or interest in the land hereinafter described or referred to covered by this Report is:
A FEE AS TO PARCEL 1, AN EASEMENT AS TO PARCEL 2

The Land referred to herein is described as follows:
(See attached Legal Description)

At the date hereof exceptions to coverage in addition to the printed Exceptions and Exclusions in said
policy form would be as follows:

1. General and special taxes and assessments for the fiscal year 2016-2017.
First Installment: $31,646.35, PAID
Penalty: $0.00
Second Installment: $31,646.35, OPEN
Penalty: $0.00
Tax Rate Area: 010-000
A. P. No.: 439-112-028-8
2. Assessment liens, if applicable, collected with the general and special taxes, including but not

limited to those disclosed by the reflection of the following on the tax roli:
Community Facilities District SAN JACINTO CFD 2003-1.

3. The lien of special tax assessed pursuant to Chapter 2.5 commencing with Section 53311 of the
California Government Code for Community Facilities District No. 2003-01, as disclosed by Notice
of Special Tax Lien recorded April 08, 2004 as Instrument No. 2004-0252264 of Official Records .

Document(s) declaring modifications thereof recorded July 15, 2004 as Instrument No. 2004-
0549099 of Official Records.

Document(s) declaring modifications thereof recorded July 15, 2004 as Instrument No. 2004-
0549100 of Official Records.

First American Title .
Page 2 of 18 Exhibit l/
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Order Number: 0-SA-5357850
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Document(s) declaring modifications thereof recorded July 30, 2004 as Instrument No. 2004-
0596184 of Official Records.

Document(s) declaring modifications thereof recorded November 01, 2004 as Instrument No.
2004-0865936 of Official Records.

Document(s) declaring modifications thereof recorded December 02, 2004 as Instrument No.
2004-0959792 of Official Records.

Document(s) declaring modifications thereof recorded December 02, 2004 as Instrument No.
2004-0959815 of Official Records.

Document(s) declaring modifications thereof recorded January 12, 2005 as Instrument No. 2005-
0032436 of Official Records.

Document(s) declaring modifications thereof recorded February 16, 2005 as Instrument No.
2005-0128394 of Official Records.

Document(s) declaring modifications thereof recorded March 10, 2005 as Instrument No. 2005-
0191921 of Official Records.

Document(s) declaring modifications thereof recorded October 21, 2005 as Instrument No. 2005-
0869628 of Official Records.

Document(s) declaring maodifications thereof recorded January 24, 2006 as Instrument No. 2006-
0053424 of Official Records.

Document(s) declaring modifications thereof recorded September 21, 2006 as Instrument No.
2006-0697305 of Official Records.

Document(s) declaring modifications thereof recorded August 22, 2014 as Instrument No. 2014~
0320845 of Official Records.

Document(s) declaring modifications thereof recorded January 14, 2015 as Instrument No. 2015-
0014654 of Official Records.

4. The lien of supplemental taxes, if any, assessed pursuant to Chapter 3.5 commencing with
Section 75 of the California Revenue and Taxation Code.

5. An easement for pipelines and incidental purposes, recorded June 16, 1953 as Instrument No.
29737 of Official Records.
In Favor of: Fruitvale Mutual Water Company, now Eastern Municipal Water
District
Affects: as described therein
6. An easement for public utilities and incidental purposes, recorded May 29, 1957 as Instrument
No. 39599 of Official Records.
In Favor of: California Electric Power Company and California Water and
Telephone Company, a corporation
Affects: as described therein
Hrstéz:eﬁc;alg Title Exhibit 171'
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The fact that the land lies within the boundaries of the San Jacinto Redevelopment Project Area,
as disclosed by the document recorded July 13, 1983 as Instrument No. 83-139722 of Official
Records.

An easement for public utilities and pipelines and incidental purposes, recorded May 14, 1996 as
Instrument No. 96-177005 of Official Records.

In Favor of: Eastern Municipal Water District
Affects: as described therein

Covenants, conditions, restrictions and easements in the document recorded June 28, 2005

as Instrument No. 05-509756 of Official Records, which provide that a violation thereof shall not
defeat or render invalid the lien of any first mortgage or deed of trust made in good faith and for
value, but deleting any covenant, condition, or restriction indicating a preference, limitation or
discrimination based on race, color, religion, sex, sexual orientation, familial status, disability,
handicap, national origin, genetic information, gender, gender identity, gender expression, source
of income (as defined in California Government Code § 12955(p)) or ancestry, to the extent such
covenants, conditions or restrictions violation 42 U.S.C. § 3604(c) or California Government Code
§ 12955. Lawful restrictions under state-and federal law on the age of occupants in senior
housing or housing for older persons shall not be construed as restrictions based on familial
status.

The terms and provisions contained in the document entitled "Disposition and Development
Agreement" recorded June 28, 2005 as Instrument No. 05-509757 of Official Records.

The Terms, Provisions and Easement(s) contained in the document entitled "Reciprocal Access
and Parking Easement Agreement and Grant of Easement" recorded June 28, 2005 as Instrument
No. 05-509758 of Official Records.

The effect of a deed of trust to secure an original indebtedness of $ 4,410,000.00 recorded June
07, 2006 as Instrument No. 06-411378 of Official Records.

Dated: June 01, 2006

Trustor: S J Medical LLC, a California limited liability company
Trustee: Pomona Financial Services, Inc., a California corporation
Lender: PFF Bank & Trust

The above deed of trust contains an erroneous or no legal description.

The above deed of trust states that it is a construction deed of trust.

A document disclosing an additional advance in the amount of $120,000.00, recorded April 14,
2008 as Instrument No. 08-184013 of Official Records.

A document recorded April 03, 2009 as Instrument No. 09-162887 of Official Records provides
that the deed of trust or the obligation secured thereby has been modified.

According to the public records, the beneficial interest under the deed of trust was assigned to
U.S. Bank National Association by assighment recorded February 03, 2010 as Instrument No. 10-
51537 of Official Records.

A document recorded April 19, 2012 as Instrument No. 12-177459 of Official Records provides
that the deed of trust or the obligation secured thereby has been modified.

First American Title T 17‘
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A document recorded July 30, 2012 as Instrument No. 12-354915 of Official Records provides
that First American Title Insurance Company was substituted as trustee under the deed of trust.

The terms and provisions contained in the document entitled "Memorandum of Forbearance
Agreement" recorded June 20, 2014 as Instrument No. 2014-0227861 of Official Records.

13, Any statutory lien for labor or materials arising by reason of a work of improvement, as disclosed
by a document recorded June 07, 2006 as Instrument No. 06-411378 of Official Records.

14. Covenants, conditions, restrictions and easements in the document recorded December 29,
2006 as Instrument No. 06-954844 of Official Records, but deleting any covenant, condition, or
restriction indicating a preference, limitation or discrimination based on race, color, religion, sex,
sexual orientation, familial status, disability, handicap, national origin, genetic information,
gender, gender identity, gender expression, source of income (as defined in California
Government Code § 12955(p)) or ancestry, to the extent such covenants, conditions or
restrictions violation 42 U.S.C. § 3604(c) or California Government Code § 12955. Lawful
restrictions under state and federal law on the age of occupants in senior housing or housing for
older persons shall not be construed as restrictions based on familial status.

An easement as contained in the above document.

For: Pipelines for water and reclaimed water transmission and distribution, as
well as sewage transmission and collection facilities and incidental
purposes.

15. The terms and provisions contained in the document entitled "Hold Harmless Agreement for

Water" recorded July 30, 2007 as Instrument No. 07-491649 of Official Records.

16. An easement for transmission of electric or other forms of energy for communications and
incidental purposes, recorded June 12, 2008 as Instrument No. 08-320232 of Official Records.

In Favor of: Verizon California, Inc., a corporation
Affects: as described therein

17. Proceedings pending in the Bankruptcy Court of the Central District of the U.S. District Court,
California, entitled in re: S J Medical LLC, a California Limited Liability Company, debtor, Case No.
6:13-bk-25500-SC, wherein a petition for relief was filed under Chapter 11 on September 16,
2013,

18. Any right of the United States to recover funds from the owner or from any transferee of the
land, or of any portion thereof, by reason of advances of federal funds, including but not limited
to those authorized under the Hill-Burton Act or similar acts or statutes.

19. Any easements and/or servitudes affecting easement parcel(s) 2 herein described.

20. Any right of the United States to recover funds from the owner or from any transferee of the
land, or of any portion thereof, by reason of advances of federal funds, including but not limited
to those authorized under the Hill-Burton Act or similar acts or statutes.

21. Any facts, rights, interests or claims which would be disclosed by a correct ALTA/NSPS survey.

22, Water rights, claims or title to water, whether or not shown by the public records.

First American Title
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23, Rights of parties in possession.

Prior to the issuance of a 2006 ALTA Extended Owner's Policy of Title without
Western Regional Exceptions, The Company will require:

24, An ALTA/NSPS survey of recent date which complies with the current minimum standard detail
requirements for ALTA/NSPS land title surveys.

25. A copy of the written consent given by the Attorney General to the contemplated
transaction, pursuant to Chapter 9 of Part 2 of Division 2 of Title 1 of the

California Corporations Code.

First American Title
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INFORMATIONAL NOTES |

Note: The policy to be issued may contain an arbitration clause. When the Amount of Insurance is less
than the certain dollar amount set forth in any applicable arbitration clause, all arbitrable matters shall be
arbitrated at the option of either the Company or the Insured as the excdusive remedy of the parties. If
you desire to review the terms of the policy, including any arbitration clause that may be included,
contact the office that issued this Commitment or Report to obtain a sample of the policy jacket for the
policy that is to be issued in connection with your transaction.

1. According to the latest available equalized assessment roll in the office of the county tax
assessor, there is located on the land a(n) COMMERCIAL STRUCTURE known as 1695 SOUTH
SAN JACINTO AVENUE, SAN JACINTO, CALIFORNIA.

2. According to the public records, there has been no conveyance of the land within a period of
twenty-four months prior to the date of this report, except as follows:

None

3. It appears that a work of improvement is in progress or recently completed on the land. The
Company will require various documents and information, including but not limited to a
completed mechanics' lien risk analysis, construction contract(s), lien waivers, loan agreement,
disbursement information, executed indemnity agreement and current financial information from
proposed indemnitors, in order to determine whether mechanics' lien insurance can be issued.
Other requirements may be made following the review of such documents and information.

The map attached, if any, may or may not be a survey of the land depicted hereon. First American
expressly disclaims any liability for loss or damage which may result from reliance on this map except to
the extent coverage for such loss or damage is expressly provided by the terms and provisions of the title
insurance policy, if any, to which this map is attached.

First American Title .
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LEGAL DESCRIPTION
Real property in the City of San Jacinto, County of Riverside, State of California, described as
follows:
PARCEL 1:

THAT PORTION OF THE NORTHERLY RECTANGULAR 1/2 OF FARM LOT 78 OF THE LANDS OF
THE SAN JACINTO LAND ASSOCIATION, IN THE CITY OF SAN JACINTO, AS SHOWN BY MAP ON
FILE IN BOOK 8, PAGE 357 OF MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF
RIVERSIDE COUNTY, CALIFORNIA, DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHEAST CORNER OF SAID PARCEL 2 OF PARCEL MAP NO. 19362,
RECORDED IN BOOK 122, PAGES 57 AND 58 OF THE COUNTY RECORDER, SAID POINT ALSO
BEING THE NORTHEAST CORNER OF SAID FARM LOT 78; THENCE SOUTH 89° 59' 04" WEST,
188.56 FEET ALONG THE SOUTH LINE OF PARCEL 2 OF SAID PARCEL MAP NO. 19362; THENCE
SOUTH 31° 27' 08" EAST, 361.92 FEET TO THE EAST LINE OF THE NORTHERLY RECTANGULAR
1/2 OF SAID FARM LOT 78, SAID POINT ALSO BEING DISTANT NORTH 00° 03' 08" WEST, 21.11
FEET FROM THE SOUTH LINE OF THE NORTHERLY RECTANGULAR 1/2 OF SAID FARM LOT 78;
THENCE NORTH 00° 03' 08" WEST, 308.80 FEET ALONG SAID EAST LINE TO THE POINT OF
BEGINNING.

PARCEL 2:
ACCESS EASEMENT AS SET FORTH IN DOCUMENT ENTITLED “"RECIPROCAL ACCESS AND

PARKING EASEMENT AGREEMENT AND GRANT OF EASEMENT" RECORDED JUNE 28, 2005 AS
INSTRUMENT NO. 2005-0509758, OFFICIAL RECORDS OF RIVERSIDE COUNTY,

APN: 439-112-028-8

First American Title
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NOTICE

Section 12413.1 of the California Insurance Code, effective January 1, 1990, requires that any title insurance
company, underwritten title company, or controlled escrow company handling funds in an escrow or sub-escrow
capacity, wait a specified number of days after depositing funds, before recording any documents in connection
with the transaction or disbursing funds. This statute allows for funds deposited by wire transfer to be disbursed
the same day as deposit. In the case of cashier's checks or certified checks, funds may be disbursed the next day
after deposit. In order to avoid unnecessary delays of three to seven days, or more, please use wire transfer,
cashier's checks, or certified checks whenever possible.

First American Title _ /7[
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First American Title Company
4 First American Way

Santa Ana, CA 92707
(714)250-3000

First American Title . 4
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WIRE INSTRUCTIONS
for
First American Title Company, Demand/Draft Sub-Escrow Deposits
Orange County, California

PAYABLE TO: First American Title Company

BANK: First American Trust, FSB

ADDRESS: 5 First American Way, Santa Ana, CA 92707

ACCOUNT NO: 3012500000

ROUTING NUMBER: 122241255

PLEASE REFERENCE THE FOLLOWING:

PROPERTY: 1695 South San Jacinto Avenue, San Jacinto, CA 92583
FILE NUMBER: 0-SA-5357850 (dt)

PLEASE USE THE ABOVE INFORMATION WHEN WIRING FUNDS TO First American
Title Company. FUNDS MUST BE WIRED FROM A BANK WITHIN THE UNITED
STATES. PLEASE NOTIFY Debbie Tognetti AT (714)250-

8579 OR octitle3@firstam.com WHEN YOU HAVE TRANSMITTED YOUR WIRE.

IF YOUR FUNDS ARE BEING WIRED FROM A NON-U.S. BANK, ADDITIONAL CHARGES MAY APPLY.
PLEASE CONTACT YOUR ESCROW OFFICER/CLOSER FOR INTERNATIONAL WIRING INSTRUCTIONS.

AN ACH TRANSFER CANNQT BE ACCEPTED FOR CLOSING, BECAUSE IT IS NOT THE SAME AS A WIRE
AND REQUIRES ADDITIONAL TIME FOR CLEARANCE.

FIRST AMERICAN TRUST CONTACT INFO: Banking Services 1-877-600-9473

ALL WIRES WILL BE RETURNED IF THE FILE NUMBER
AND/OR PROPERTY REFERENCE ARE NOT INCLUDED

With cyber crimes on the increase, it is important to be ever vigilant. If you receive an e-mail or any
other communication that appears to be generated from a First American employee that contains new,
revised or altered bank wire instructions, consider it suspect and call our office at a number you trust.
Our bank wire instructions seldom change.

First American Title i 7‘
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EXHIBIT A
LIST OF PRINTED EXCEPTIONS AND EXCLUSIONS (BY POLICY TYPE)

CLTA STANDARD COVERAGE POLICY - 1990
EXCLUSIONS FROM COVERAGE

The following matters are expressly excluded from the coverage of this policy and the Company will not pay foss or damage, costs, attorneys' fees
or expenses which arise by reason of:

1.

() Any law, ordinance or governmental regulation (including but not limited to building or zoning laws, ordinances, or regulations)
restricting, regulating, prohibiting or relating (i) the occupancy, use, or enjoyment of the land; (i) the character, dimensions or
location of any improvement now or hereafter erected on the land; (iif) a separation in ownership or a change in the dimensions or
area of the land or any parce! of which the land is or was a part; or (iv) environmental protection, or the effect of any violation of
these laws, ordinances or governmental regulations, except to the extent that a notice of the enforcement thereof or a notice of a
defect, lien, or encumbrance resulting from a violation or alleged violation affecting the land has been recorded in the public records at
Date of Policy.

(b) Any governmental police power not excluded by (a) above, except to the extent that a notice of the exercise thereof or notice of a
defect, lien or encumbrance resulting from a violation or alleged violation affecting the land has been recorded in the public records at
Date of Pdlicy.

Rights of eminent domain unless notice of the exercise thereof has been recorded in the public records at Date of Policy, but not

excluding from coverage any taking which has occurred prior to Date of Policy which would be binding on the rights of a purchaser

for value without knowledge.

Defects, liens, encumbrances, adverse claims or other matters:

(a) whether or not recorded in the public records at Date of Policy, but created, suffered, assumed or agreed to by the insured
claimant;

(b) not known to the Company, not recorded in the public records at Date of Policy, but known to the insured claimant and not
disclosed in writing to the Company by the insured claimant prior to the date the insured claimant became an insured under
this policy;

(¢) resulting in no loss or damage to the insured claimant;

(d) attaching or created subsequent to Date of Policy; or

(e) resulting in loss or damage which would not have been sustained if the insured claimant had paid value for the insured
mortgage or for the estate or interest insured by this policy.

Unenforceability of the lien of the insured mortgage because of the inability or failure of the insured at Date of Policy, or the

inability or failure of any subsequent owner of the indebtedness, to comply with the applicable doing business laws of the state in

which the land is situated.

Invalidity or unenforceability of the lien of the insured mortgage, or claim thereof, which arises out of the transaction evidenced by

the insured mortgage and is based upon usury or any consumer credit protection or truth in lending law.

Any claim, which arises out of the transaction vesting in the insured the estate of interest insured by this policy or the transaction

creating the interest of the insured lender, by reason of the operation of federal bankruptcy, state insolvency or similar creditors'

rights laws.

EXCEPTIONS FROM COVERAGE - SCHEDULE B, PART I

This policy does not insure against loss or damage (and the Company will not pay costs, attorneys' fees or expenses) which arise by
reason of:

1.

Taxes or assessments which are not shown as existing liens by the records of any taxing authority that levies taxes or assessments
on real property or by the public records.

Proceedings by a public agency which may result in taxes or assessments, or notices of such proceedings, whether or not shown by
the records of such agency or by the public, records. .
Any facts, rights, interests, or claims which are not shown by the public records but which could be ascertained by an inspection of
the land or which may be asserted by persons in possession thereof.

Easements, liens or encumbrances, or claims thereof, not shown by the public records.

Discrepancies, conflicts in boundary lines, shortage in area, encroachments, or any other facts which a correct survey would
disclose, and which are not shown by the public records.

(a) Unpatented mining claims; (b) reservations or exceptions in patents or in Acts authorizing the issuance thereof; (¢) water rights,
claims or title to water, whether or not the matters excepted under (a), (b) or (c) are shown by the public records.

Any lien or right to a lien for services, labor or material not shown by the public records.

First American Title
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CLTA/ALTA HOMEOWNER'S POLICY OF TITLE INSURANCE (12-02-13)
EXCLUSIONS

In addition to the Exceptions in Schedule B, You are not insured against loss, costs, attorneys' fees, and expenses resulting from:

1.

v

Governmental police power, and the existence or violation of those portions of any law or government regulation concerning:
a. building;

b. zoning;

c. land use;

d. improvements on the Land;

e. land division; and

f. environmental protection.

This Exclusion does not limit the coverage described in Covered Risk 8.a., 14, 15, 16, 18, 19, 20, 23 or 27.

The failure of Your existing structures, or any part of them, to be constructed in accordance with applicable building codes. This Exclusion
does not limit the coverage described in Covered Risk 14 or 15.

The right to take the Land by condemning it. This Exclusion does not limit the coverage described in Covered Risk 17.

Risks:

a. that are created, allowed, or agreed to by You, whether or not they are recorded in the Public Records;

b. that are Known o You at the Policy Date, but not to Us, unless they are recorded in the Public Records at the Policy Date;
¢, that result in no loss to You; or

d. that first occur after the Policy Date - this does not limit the coverage described in Covered Risk 7, 8.e., 25, 26, 27 or 28.
Failure to pay value for Your Title.

Lack of a right:

a. toany land outside the area specifically described and referred to in paragraph 3 of Schedule A; and

b. in streets, alleys, or waterways that touch the Land.

This Exclusion does not limit the coverage described in Covered Risk 11 or 21.

The transfer of the Title to You is invalid as a preferential transfer or as a fraudulent transfer or conveyance under federal
bankruptcy, state insolvency, or similar creditors’ rights laws.

Contamination, explosion, fire, flooding, vibration, fracturing, earthquake, or subsidence.
Negligence by a person or an Entity exercising a right to extract or develop minerals, water, or any other substances.

LIMITATIONS ON COVERED RISKS

Your insurance for the following Covered Risks is limited on the Owner's Coverage Statement as follows:

For Covered Risk 16, 18, 19, and 21 Your Deductible Amount and Our Maximum Dollar Limit of Liability shown in Schedule A. 4
The deductible amounts and maximum dollar limits shown on Schedule A are as follows:

Your Deductible Amount Our Maximum Dollar Limit of Liability
Covered Risk 16: 1% of Policy Amount Shown in Schedule A or $2,500 $10,000

(whichever is less)

Covered Risk 18: 1% of Policy Amount Shown in Schedule A or $5,000 $25,000

(whichever is less)

Covered Risk 19: 1% of Policy Amount Shown in Schedule A or $5,000 $25,000

(whichever is less)

Covered Risk 21: 1% of Policy Amount Shown in Schedule A or $2,500 $5,000

(whichever is less)

2006 ALTA LOAN POLICY (06-17-06)
EXCLUSIONS FROM COVERAGE

The following matters are expressly excluded from the coverage of this policy, and the Company will not pay loss or damage, costs, attorneys’
fees, or expenses that arise by reason of:

1.

(a) Any law, ordinance, permit, or governmental regulation (induding those relating to building and zoning) restricting, regulating,
prohibiting, or relating to

(i) the occupancy, use, or enjoyment of the Land;

First American Title - 4
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(ii) the character, dimensions, or location of any improvement erected on the Land;
(iii) the subdivision of land; or
(iv) environmental protection;
or the effect of any violation of these laws, ordinances, or governmental regulations. This Exclusion 1(a) does not modify or limit the
coverage provided under Covered Risk 5.
(b) Any governmental police power. This Exclusion 1(b) does not modify or limit the coverage provided under Covered Risk 6.
2. Rights of eminent domain. This Exclusion does not modify or limit the coverage provided under Covered Risk 7 or 8.
3. Defects, liens, encumbrances, adverse claims, or other matters
(a) created, suffered, assumed, or agreed to by the Insured Claimant;
(b) not Known to the Company, not recorded in the Public Records at Date of Policy, but Known to the Insured Claimant and not disclosed
in writing to the Company by the Insured Claimant prior to the date the Insured Claimant became an Insured under this policy;
(c) resulting in no loss or damage to the Insured Claimant;
(d) attaching or created subsequent to Date of Policy (however, this does not modify or limit the coverage provided under Covered Risk 11,
13, or 14); or
(e) resulting in loss or damage that would not have been sustained if the Insured Claimant had paid value for the Insured Mortgage.
4. Unenforceability of the lien of the Insured Mortgage because of the inability or failure of an Insured to comply with applicable doing-
business laws of the state where the Land is situated.
5. Invalidity or unenforceability in whole or in part of the fien of the Insured Mortgage that arises out of the transaction evidenced by the
Insured Mortgage and is based upon usury or any consumer credit protection or truth-in-lending law.
6. Any claim, by reason of the operation of federal bankruptcy, state insolvency, or similar creditors’ rights laws, that the transaction creating
the lien of the Insured Mortgage, is
(a) a fraudulent conveyance or fraudulent transfer, or
(b) a preferential transfer for any reason not stated in Covered Risk 13(b) of this policy.

7.  Any lien on the Title for real estate taxes or assessments imposed by governmental authority and created or attaching between Date of
Policy and the date of recording of the Insured Mortgage in the Public Records. This Exclusion does not modify or limit the coverage
provided under Covered Risk 11(b).

The above policy form may be issued to afford either Standard Coverage or Extended Coverage. In addition to the above Exclusions from
Coverage, the Exceptions from Coverage in a Standard Coverage policy will also include the following Exceptions from Coverage:

EXCEPTIONS FROM COVERAGE
[Except as provided in Schedule B - Part IL [ t{or Tjhis policy does not insure against loss or damage, and the Company will not pay
costs, attorneys’ fees or expenses, that arise by reason of:
[PARTI

[The above policy form may be issued to afford either Standard Coverage or Extended Coverage. In addition to the above Exdusions from
Coverage, the Exceptions from Coverage in a Standard Coverage policy will also include the following Exceptions from Coverage:

1. (@) Taxes or assessments that are not shown as existing liens by the records of any taxing authority that levies taxes or assessments on real
property or by the Public Records; (b) proceedings by a public agency that may result in taxes or assessments, or notices of such
proceedings, whether or not shown by the records of such agency or by the Public Records.

2. Any facts, rights, interests, or claims that are not shown by the Public Records but that could be ascertained by an inspection of the Land or
that may be assetted by persons in possession of the land.

3. Easements, liens or encumbrances, or claims thereof, not shown by the Public Records.

4.  Any encroachment, encumbrance, violation, variation, or adverse circumstance affecting the Title that would be disdosed by an accurate
and complete land survey of the Land and not shown by the Public Records.

5. (a) Unpatented mining claims; (b) reservations or exceptions in patents or in Acts authorizing the issuance thereof; (c) water rights, claims
or title to water, whether or not the matters excepted under (a), (b), or (c) are shown by the Public Records.
6.  Any lien or right to a fien for services, labor or material not shown by the public records.]

PART II
In addition to the matters set forth in Part I of this Schedule, the Title is subject to the following matters, and the Company insures
against loss or damage sustained in the event that they are not subordinate to the lien of the Insured Mortgage:]

2006 ALTA OWNER'S POLICY (06-17-06)
EXCLUSIONS FROM COVERAGE

The following matters are expressly excluded from the coverage of this policy, and the Company will not pay loss or damage, costs, attorneys'
fees, or expenses that arise by reason of:

1. (a) Any law, ordinance, permit, or governmental regulation (induding those relating to building and zoning) restricting, regulating,
prohibiting, or relating to

(i) the occupancy, use, or enjoyment of the Land;
(ii) the character, dimensions, or location of any improvement erected on the Land;
(iii} the subdivision of land; or

First American Title Exhibit ¢
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(iv) environmental protection;
or the effect of any violation of these laws, ordinances, or governmental regulations. This Exclusion 1(a) does not modify or limit the
coverage provided under Covered Risk 5.
(b) Any governmental police power. This Exclusion 1(b) does not modify or limit the coverage provided under Covered Risk 6.
2. Rights of eminent domain. This Exclusion does not modify or limit the coverage provided under Covered Risk 7 or 8.
3. Defects, liens, encumbrances, adverse claims, or other matters
(a) created, suffered, assumed, or agreed to by the Insured Claimant;

(b) not Known to the Company, not recorded in the Public Records at Date of Palicy, but Known to the Insured Claimant and not disclosed
in writing to the Company by the Insured Claimant prior to the date the Insured Claimant became an Insured under this policy;

(c) resulting in no loss or damage to the Insured Claimant;
(d) attaching or created subsequent to Date of Policy (however, this does not modify or limit the coverage provided under Covered Risk 9 or
10); or
(e) resulting in loss or damage that would not have been sustained if the Insured Claimant had paid value for the Title.
4,  Any daim, by reason of the operation of federal bankruptcy, state insolvency, or similar creditors' rights laws, that the transaction vesting
the Title as shown in Schedule A, is
(2) a fraudulent conveyance or fraudulent transfer, or
(b) a preferential transfer for any reason not stated in Covered Risk 9 of this policy.

5.  Any lien on the Title for real estate taxes or assessments imposed by governmental authority and created or attaching between Date of
Policy and the date of recording of the deed or other instrument of transfer in the Public Records that vests Title as shown in Schedule A.

The above policy form may be issued to afford either Standard Coverage or Extended Coverage. In addition to the above Exclusions from
Coverage, the Exceptions from Coverage in a Standard Coverage policy will also include the following Exceptions from Coverage:

EXCEPTIONS FROM COVERAGE

This policy does not insure against loss or damage, and the Company will not pay costs, attorneys' fees or expenses, that arise by reason
of:

[The above policy form may be issued to afford ither Standard Coverage or Extended Coverage. In addition to the above Exclusions from
Coverage, the Exceptions from Coverage in a Standard Coverage policy will also include the following Exceptions from Coverage:

1. (a) Taxes or assessments that are not shown as existing liens by the records of any taxing authority that levies taxes or assessments on real
property or by the Public Records; (b) proceedings by a public agency that may result in taxes or assessments, or notices of such
proceedings, whether or not shown by the records of such agency or by the Public Records.

2. Any facts, rights, interests, or claims that are not shown by the Public Records but that could be ascertained by an inspection of the Land or
that may be asserted by persons in possession of the Land.

3. FEasements, liens or encumbrances, or claims thereof, not shown by the Public Records.

Any encroachment, encumbrance, violation, variation, or adverse circumstance affecting the Title that would be disdlosed by an accurate
and complete land survey of the Land and not shown by the Public Records.

5. (@) Unpatented mining claims; (b) reservations or exceptions in patents or in Acts authorizing the issuance thereof; (c) water rights, claims
or title to water, whether or not the matters excepted under (a), (b), or (¢) are shown by the Public Records.

6. Any lien or right to a lien for services, labor or material not shown by the Public Records.
7.  [Variable exceptions such as taxes, easements, CC&R's, etc, shown here.]

ALTA EXPANDED COVERAGE RESIDENTIAL LOAN POLICY (12-02-13)
EXCLUSIONS FROM COVERAGE

The following matters are expressly excluded from the coverage of this policy, and the Company will not pay loss or damage, costs, attorneys'
fees, or expenses that arise by reason of:

1. () Any law, ordinance, permit, or governmental regulation (induding those relating to building and zoning) restricting, regulating,
prohibiting, or relating to

(i) the occupancy, use, or enjoyment of the Land;

(i) the character, dimensions, or location of any improvement erected on the Land;
(ii) the subdivision of land; or

(iv) environmental protection;

Exhibit 7( .
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or the effect of any violation of these laws, ordinances, or governmental regulations, This Exclusion 1(a) does not modify or limit the
coverage provided under Covered Risk 5, 6, 13(c), 13(d), 14 or 16.

(b) Any governmental police power. This Exclusion 1(b) does not modify or limit the coverage provided under Covered Risk 5, 6, 13(c),
13(d), 14 or 16.

Rights of eminent domain. This Exclusion does not modify or fimit the coverage provided under Covered Risk 7 or 8.

Defects, liens, encumbrances, adverse claims, or other matters

(a) created, suffered, assumed, or agreed to by the Insured Claimant;

(b) not Known to the Company, not recorded in the Public Records at Date of Policy, but Known to the Insured Claimant and not disclosed
in writing to the Company by the Insured Claimant prior to the date the Insured Claimant became an Insured under this policy;

(c) resulting in no loss or damage to the Insured Claimant;

(d) attaching or created subsequent to Date of Policy (however, this does not modify or limit the coverage provided under Covered Risk 11,
16, 17, 18, 19, 20, 21, 22, 23, 24, 27 or 28); or

(e) resulting in loss or damage that would not have been sustained if the Insured Claimant had paid value for the Insured Mortgage.
Unenforceability of the lien of the Insured Mortgage because of the inability or failure of an Insured to comply with applicable doing-
business laws of the state where the Land is situated.

Invalidity or unenforceability in whole or in part of the lien of the Insured Mortgage that arises out of the transaction evidenced by the
Insured Mortgage and is based upon usury or any consumer credit protection or truth-in-lending law. This Exclusion does not modify or limit
the coverage provided in Covered Risk 26.

Any claim of invalidity, unenforceability or lack of priority of the lien of the Insured Mortgage as to Advances or modifications made after the
Insured has Knowledge that the vestee shown in Schedule A is no longer the owner of the estate or interest covered by this policy. This
Exclusion does not modify or limit the coverage provided in Covered Risk 11.

Any lien on the Title for real estate taxes or assessments imposed by governmental authority and created or attaching subsequent to Date
of Policy. This Exclusion does not modify or limit the coverage provided in Covered Risk 11(b) or 25.

The failure of the residential structure, or any portion of it, to have been constructed before, on or after Date of Policy in accordance with
applicable building codes. This Exclusion does not modify or limit the coverage provided in Covered Risk 5 or 6.

Any claim, by reason of the operation of federal bankruptcy, state insolvency, or similar creditors' rights laws, that the transaction creating
the lien of the Insured Mortgage, is

(a) a fraudulent conveyance or fraudulent transfer, or

(b) a preferential transfer for any reason not stated in Covered Risk 27(b) of this policy.

Contamination, explosion, fire, flooding, vibration, fracturing, earthquake, or subsidence.

Negligence by a person or an Entity exercising a right to extract or develop minerals, water, or any other substances.

First American Title Exhibit ;
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First American Title

Privacy Information

We Are Committed to Safeguarding Customer Information

In order to better serve your needs now and in the future, we may ask you to provide us with certain information. We understand that you may be concemed about what we will do with such
information - particularly any personal or finandial information. We agree that you have a right to know how we will utilize the personal information you provide to us. Therefore, together with our
subsidiaries we have adopted this Privacy Policy to govern the use and handling of your personal information.

Applicability
This Privacy Policy governs our use of the information that you provide to us. It does not govern the manner in which we may use information we have obtained from any other source, such as
information obtained from a public record or from another person or entity. First American has also adopted broader guidelines that govern our use of personal information regardless of its source.
First American calls these guidelines its Fair Information Values.

Types of Information
Depending upon which of our services you are utilizing, the types of nonpublic personal information that we may collect include:

. Information we receive from you on applications, forms and in other communications to us, whether in writing, in person, by telephone or any other means;

L4 Information about your transactions with us, our affiliated companies, or others; and

L4 Information we receive from a consumer reporting agency.
Use of Information
We request information from you for our own legitimate business purposes and not for the benefit of any nonaffiliated party. Therefore, we will not release your information to nonaffiliated parties
except: (1) as necessary for us to provide the product or service you have requested of us; or (2) as permitted by law. We may, however, store such information indefinitely, including the period
after which any customer relationship has ceased. Such information may be used for any internal purpose, such as quality control efforts or customer analysis, We may also provide all of the types of
nonpublic personal information listed above to one or more of our affifiated companies. Such affiliated companies indude financial service providers, such as title insurers, property and casualty
insurers, and trust and investment advisory companies, or companies involved in real estate services, such as appraisal companies, home warranty companies and escrow companies. Furthermore,
we may also provide all the information we collect, as described above, to companies that perform marketing services on our behalf, on behalf of our affiliated companies or to other financial
institutions with whom we or our affiliated companies have joint marketing agreements,

Former Customers
Even if you are no longer our customer, our Privacy Policy will continue to apply to you.

Confidentiality and Security

We will use our best efforts to ensure that no unauthorized parties have access to any of your information. We restrict access to nonpublic personal information about you to those individuals and
entities who need to know that information to provide products or services to you. We will use our best efforts to train and oversee our employees and agents to ensure that your information will be
handled responsibly and in accordance with this Privacy Policy and First American's Fair Information Values. We currently maintain physical, electronic, and procedural safeguards that comply with
federal regulations to guard your nonpubtic personal information.

Information Obtained Through Our Web Site

First American Financial Corporation is sensitive to privacy issues on the Internet. We believe it is important you know how we treat the information about you we receive on the Internet.

In general, you can visit First American or its affiliates’ Web sites on the World Wide Web without teling us who you are or revealing any information about yourself. Our Web servers collect the
domain names, not the e-mail addresses, of visitors. This information is aggregated to measure the number of visits, average time spent on the site, pages viewed and similar information. First
American uses this information to measure the use of our site and to develop ideas to improve the content of our site.

There are times, however, when we may need information from you, such as your name and email address. When information is needed, we will use our best efforts to let you know at the time of
collection how we will use the personal information, Usually, the personal information we collect is used only by us to respond to your inquiry, process an order or allow you to access specific
account/profile information. If you choose to share any personal information with us, we will only use it in accordance with the policies outfined above.

Business Relationships
First American Financial Corporation's site and its affiliates' sites may contain links to other Web sites. While we try to link only to sites that share our high standards and respect for privacy, we are
not responsible for the content or the privacy practices employed by other sites.

Caokies <
Some of First American's Web sites may make use of "cookie" technology to measure site activity and to customize information to your personal tastes. A cookie is an element of data that a Web site
can send to your browser, which may then store the cookie on your hard drive.

uses stored cookies. The goal of this technology is to better serve you when visiting our site, save you time when you are here and to provide you with a more meaningful and
productive Web site experience.

Fair Information Values

Fairness We consider consumer expectations about their privacy in all our businesses. We only offer products and services that assure a favorable balance between consumer benefits and consumer
privacy.

Public Record We believe that an apen public record creates significant value for society, enhances consumer choice and creates consumer opportunity. We actively support an open public record
and emphasize its importance and contribution to our economy.

Use We believe we should behave responsibly when we use information about a consumer in our business. We will obey the laws governing the collection, use and dissemination of data.

Accuracy We will take reasonable steps to help assure the accuracy of the data we collect, use and disseminate. Where possible, we will take reasonable steps to correct inaccurate information.
When, as with the public record, we cannot correct inaccurate information, we will take all reasonable steps to assist consumers in identifying the source of the erroneous data so that the consumer
can secure the required corrections.

Education We endeavor to educate the users of our products and services, our employees and others in our industry about the importance of consumer privacy. We will instruct our employees on
our fair information values and on the responsible collection and use of data. We will encourage others in our industry to collect and use information in a responsible manner.

Security We will maintain appropriate facilities and systems to protect against unauthorized access to and corruption of the data we maintain.

Form 50-PRIVACY (9/1/10) Page1of 1 Privacy Information (2001-2010 First American Financial Corporation)
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PAMELA J. ZYLSTRA - State Bar No. 147977

PAMELA JAN ZYLSTRA

A PROFESSIONAL CORPORATION

18111 Von Karman Avenue, Suite 460

Irvine, CA 92612-7152 PROPOSED FORM OF ORDER
Telephone: (949) 222-2000

Facsimile: (949) 222-2022

email: zylstralaw@gmail.com

Counsel for Reorganized Debtor,
S.J. Medical, LL.C

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA
RIVERSIDE DIVISION

Case No. 6:13-bk-25500 SC

Inre " Chapter 11 Case
S.J. MEDICAL, LLC,
a California Limited Liability Company ORDER GRANTING MOTION FOR
ORDER:
(1) AUTHORIZING THE SALE OF REAL
Reorganized Debtor. AND PERSONAL PROPERTY OF THE

REORGANIZED DEBTOR FREE AND
CLEAR OF LIENS, CLAIMS,
ENCUMBRANCES AND INTERESTS;
(2) AUTHORIZING THE ASSIGNMENT
OF UNEXPIRED REAL PROPERTY
LEASES; ,

(3) AUTHORIZING THE DISTRIBUTION
OF SALE PROCEEDS;

(4) WAIVING RULE 6004(h) STAY OF
ORDER AUTHORIZING SALE OF
PROPERTY; AND v

(5) GRANTING RELATED RELIEF
[ECF Docket No. |

[1695 San Jacinto Ave., San Jacinto CA]

Date: February 14, 2017

Time: 1:30 p.m.

Ctrm: Video Courtroom 126
United States Bankruptcy Court
3420 Twelfth Street
Riverside, California 92501-3819

Exhibit é
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The NOTICE OF MOTION AND MOTION FOR ORDER: (1) AUTHORIZING THE
SALE OF REAL AND PERSONAL PROPERTY OF THE REORGANIZED DEBTOR FREE AND
CLEAR OF LIENS, CLAIMS, ENCUMBRANCES AND INTERESTS;(2) AUTHORIZING THE
ASSIGNMENT OF UNEXPIRED REAL PROPERTY LEASES; (3) AUTHORIZING THE
DISTRIBUTION OF SALE PROCEEDS; (4) WAIVING THE RULE 6004(h) STAY OF ORDER
AUTHORIZING SALE OF PROPERTY; AND (5) GRANTING RELATED RELIEF;
MEMORANDUM OF POINTS AND AUTHORITIES; AND DECLARATIONS OF RICHARD
ANTHONY; ALFRED SANTOS AND PAMELA ZYLSTRA IN SUPPORT filed as ECF Docket
No.___(the “Motion”) came on for hearing before the Honorable United States Bankruptcy
Judge Scott C. Clarkson on February 14, 2017 at 1:30 p.m. in Video Courtroom 126 in the
United States Bankruptcy Court, Riverside Division and in Courtroom 6C in the United States
Bankruptcy Court, Santa Ana Division. Mohammad V. Tehrani, Esq. appeared on behalf of the
United States Trustee. Cristina E. Bautista, Esq., of Katten Muchin Rosenman LLP, appeared on
behalf of U.S. Bank N.A. Marc C. Forsythe, Esq. appeared on behalf of Forsythe & Goe LLP.
Pamela J. Zylstra, Esq. of Pamela Jan Zylstra A Professional Corporation appeared on behalf of
S.J. Medical, LLC, the Reorganized Debtor. All other appearances are included in the court’s
record of the hearing.

The Court, having considered the Motion and all pleadings filed in support of and in
response to the Motion, and the statement, arguments and representations of the parties made at
the hearing on the Motion, and good cause appearing,

THIS COURT MAKES THE FOLLOWING FINDINGS:

A. The Reorganized Debtor filed a voluntary petition under chapter 11 of title 11,
sections 101 e seq. of the United States Bankruptcy Code on September 16, 2013.

B. The Reorganized Debtor owns improved commercial real estate in San Jacinto,
California. The real property consists of approximately .60 acres located at 1695 San Jacinto

Avenue, San Jacinto, California 92583-5103, APN 439-112-028 (the “Property”). The legal

* Exhibit 5

Page 70

description of the Property is attached hereto as Exhibit 1.
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C. On November 20, 2014, the Reorganized Debtor filed the Debtor’s Chapter 11
Liquidation Plan Dated November 20, 2014 as ECF Docket No. 175 (the “Plan”). The Plan
provides for the sale of the Property and the distribution of the sale proceeds to pay all “Allowed
Claims” as defined by the Plan. Under the Plan, the Reorganized Debtor assumed all unexpired
leases in effect 30 days after entry of the Order Confirming the Plan (the “Assumed Leases™). A
summary of the Assumed Leases is attached hereto as Exhibit 2. On March 20, 2015, the Order
Confirming the Plan was entered by the Bankruptcy Court as ECF Docket No. 223.

D. The Reorganized Debtor has actively marketed the Property for sale prior to filing
the bankruptcy case and formally since May 2014, including the employment of two (2) real
estate brokers for that purpose. During the bankruptcy case, the Reorganized Debtor received
four (4) preliminary offers to purchase the Property and participated in negotiations with several
of the potential purchasers. All the preliminary offers were withdrawn.

E. The Standard Offer, Agreement and Escrow Instructions For Purchase of Real
Property, including the Addendum, dated as of December 7, 2016, (collectively, the
“Agreement”), between the Reorganized Debtor and Alfred and Barbara Santos Trust, dated
February 12, 1979 (the “Buyer”) is the highest and best executed offer received by the
Reorganized Debtor for the Property. The Agreement includes the purchase of the personal
property located in Suite G of the Property. An inventory of the personal property to be sold to
Buyer and included in the definition of “Property” is attached hereto as Exhibit 3. The
Reorganized Debtor submitted evidence that the personal property was purchased in 2007 for a
total of $2,300.00 and that a separate sale of the personal property would yield minimal net
benefit to the estate. The Reorganized Debtor filed the Motion requesting authority to sell the
Property to the Buyer.

F. The sale of the Property was subject to higher bids. If the Court conducted an
auction sale of the Property which modified the terms of the sale to Buyer, such modified terms

are described below.
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G. The Court has concluded that the Reorganized Debtor’s sale of the Property to
Buyer in accordance with the Agreement is the optimal result for the Reorganized Debtor’s
estate.

H. No insider of the Debtor has any interest in Buyer or will be obtaining any
payment or compensation from Buyer for the Debtor’s sale of the Property to Buyer or
otherwise. Buyer is not an “insider” of the Reorganized Debtor, and no “insider” of the
Reorganized Debtor has any ownership interest in Buyer. Buyer has not received any special
treatment from the Reorganized Debtor in this sale process. No fraud, collusion or attempt to
take unfair advantage of other bidders occurred in this sale process.

L. This Court has jurisdiction over the Motion pursuant to 28 U.S.C. §§ 1334 and
157. This is a core proceeding. Venue of this case and the Motion in this district is proper
pursuant to 28 U.S.C. §§ 1408 and 1409.

J. The statutory predicates for the relief sought in the Motion and the basis for the
approvals and authorizations contained in this Order are (i) Sections 105(a), 363, and 365 of the
Bankruptcy Code and (ii) Bankruptcy Rules 2002, 6004, 6006 and 9014.

K. Proper, timely, adequate, and sufficient notice of the Motion and the hearing have
been provided in accordance with the Bankruptcy Code, the Bankruptcy Rules and the local rules
of this Court. No other or further notice of the Motion, the hearing, or of the entry of this Order
is necessary or shall be required. '

L. A reasonable opportunity to object or be heard regarding the relief requested in
the Motion has been afforded to all interested parties.

M. The Reorganized Debtor has demonstrated a sufficient basis to sell the Property to
Buyer and such actions are appropriate exercises of the Reorganized Debtor’s business
judgment, implement the terms of the Plan and are in the best interests of the estate.

N. The Reorganized Debtor has submitted the testimony of the proposed assignee,
the Buyer, regarding its future performance under the Assumed Leases sufficient to satisfy the
statutory requirement for authorizing the assignment of the Assumed Leases.

«  Eaibit_5
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0. The consideration being offered by Buyer for the Property in the Agreement (i) is
the highest and best offer received by the Reorganized Debtor; (ii) is fair and reasonable; (iii) is
in the best interests of the Reorganized Debtor’s estate; (iv) constitutes full and adequate
consideration and reasonably equivalent value for the Property; and (v) will provide a greater
recovery for the Debtor’s estate than would be provided by any other practically available
alternative.

P. Buyer has acted in good faith and is therefore a buyer in good faith, as that term is
used in the Bankruptcy Code and as interpreted by Courts regarding the meaning of 11 U.S.C. §
363(m). The Agreement was made in good faith and without collusion or fraud of any kind.
Neither the Reorganized Debtor nor Buyer has engaged in any conduct that would prevent the
application of Section 363(m) of the Bankruptcy Code or cause the application of or implicate
Section 363(n) of the Bankruptcy Code to the consummation of the transactions provided for in
the Agreement. Buyer is therefore entitled to the protections of Section 363(m) of the
Bankruptcy Code with respect to the sale of the Property.

Q. The Property shall be sold free and clear of all liens, claims and encumbrances
with all liens, claims and encumbrances to attach to and shall be promptly paid from the
proceeds of sale of the Property upon the close of escrow as set forth below.

R. The Reorganized Debtor is authorized to sell the Property to Buyer free and clear
of all liens, claims and encumbrances because, in each case, one or more of the standards set
forth in section 363(f) of the Bankruptcy Code has been satisfied. Not selling the Property free
and clear of all liens, claims and encumbrances would adversely impact the Debtor’s estate.

S. Buyer would not have entered into the Agreement and would not consummate the

transactions if the sale to Buyer was not free and clear of all liens, claims and encumbrances.

T. All objections filed or asserted to the Motion have been resolved, withdrawn or
overruled.
—
Exhibit .2
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Based upon the foregoing findings and conclusions, and upon the record made before set
forth above, and upon the record made before this Court, and good and sufficient cause
appearing therefor,

IT IS HEREBY ORDERED AS FOLLOWS:

1. The Motion is granted, subject to the terms and condifions set forth in this Order.
The findings of this Court, as stated herein above, are adopted by this Court and made a part of
this Order.

2. The Reorganized Debtor is authorized to assign to the Buyer the Assumed Leases.
The Assumed Leases are summarized in the list attached hereto as Exhibit 2.

3. All objections and responses to the Motion are resolved in accordance with the
terms of this Order and as set forth on the record of the hearing. If any such objection or
response was not otherwise withdrawn, waived or settled, it, and all reservations of rights
contained therein, is overruled and denied.

4. Notice of the hearing was fair and appropriate under the circumstances and
complied in all respects with the Bankruptcy Code, Bankruptcy Rules and the local rules of this
Court.

5. The sale of the Property, the terms and conditions of the Agreement, and the
transaction contemplated thereby are approved in all respects.

6. The sale of the Property to Buyer and the consideration to be provided by Buyer
under the Agreement are fair and reasonable and shall be deemed for all purposes to constitute a
transfer for reasonably equivalent value and fair consideration under the Bankruptcy Code and
any other applicable law.

7. The transaction contemplated by the Agreement is undertaken by the Buyer
without collusion and in good faith, and, accordingly, the reversal or modification on appeal of
the authorization provided herein to consummate the transactions shall not affect the validity of
such sale, unless such authorization and consummation of the sale are duly and properly stayed

pending such appeal. Purchaser is a good faith buyer within the meaning of section 363(m) of

Page 77
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the Bankruptcy Code and, as such, is entitled to the full protections of section 363(m) of the
Bankruptcy Code. Buyer will be acting in good faith within the meaning of section 363(m) in
closing the transactions contemplated by the Agreement and at any time after the entry of this
Order.

8. The Reorganized Debtor is authorized to execute and enter into the Agreement
and to fully assume, perform under, consummate, and implement the terms of the Agreement
together with any and all additional instruments and documents that may be reasonably
necessary or desirable to implement and effectuate the terms of the Agreement and this Order
and the sale of the Property contemplated thereby including, without limitation, instruments of
transfer, and to take all further actions as may reasonably be requested by Buyer for the purpose
of assigning, transferring, granting, conveying, and conferring to Purchaser title to and
possession of the Property as may be necessary or appropriate to the performance of the
Reorganized Debtor’s oBligations as contemplated by the Agreement, without any further Court
order.

9. Effective as of the Closing, the sale of the Property to Buyer shall constitute a
legal, valid, and effective transfer of the Reorganized Debtor’s right, title and interest in the
Property, and shall vest Buyer with all right, title and interest of the Reorganized Debtor in and
to the Property, free and clear of all liens, claims and encumbrances of any kind pursuant to
sections 363(f) and (b) of the Bankruptcy Code. All liens, claims and encumbrances shall attach
to and shall be paid from the proceeds of the sale of the Property upon the close of escrow (after
the payment of closing costs as set forth in the Motion) in the order of recorded priority as
follows:

a.First Deed of Trust in favor of US Bank, N.A. successor in interest to PFF
Bank & Trust recorded February 3, 2010 as Instrument No. 10-51537 of
Official Records. The outstanding balance is approximately

$4,834,993.26 as of December 30, 2016.
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10.  The Reorganized Debtor is authorized, pursuant to the terms of the Plan, to pay
the following allowed administrative claim from the proceeds of the sale of the Property:

a.The administrative claim of Goe & Forsythe, LLC in the estimated
amount of $59,011.60 as of January 1, 2017.

11.  The Reorganized Debtor is authorized, pursuant to the terms of the Plan, to pay
the following allowed Class 4 general unsecured claim from the proceeds of the sale of the
Property:

a.The allowed general unsecured claim of Alfred Santos in the amount of
$400,000.00.

12.  The sale of the Property to Buyer is not subject to avoidance pursuant to
section 363(n) of the Bankruptcy Code.

13.  The failure to specifically include any particular provision of the Agreement or
any related agreements in this Order shall not diminish or impair the effectiveness of such
provision. It is the intent of this Court, the Reorganized Debtor and Buyer that the Agreement
and any agreement related thereto are authorized and approved in this entirety, with such
amendments thereto as may be made by the parties in accordance with this Order.

14.  This Order and the Agreement shall be binding on and govern the acts of all
persons and entities, including, without limitation, the Reorganized Debtor, Buyer and their
respective successors and permitted assigns, including, without limitation, any chapter 11 or
chapter 7 trustee hereinafter appointed for the Reorganized Debtor’s estate.

15. Notwithstanding Bankruptcy Rules 6004, 6006, 7062 and 9021, this Order shall
be effective and enforceable immediately upon entry and its provisions shall be self-executing.
Accordingly, the 14-day stay imposed by Bankruptcy Rules 6004 and 6006 is hereby waived.
The Reorganized Debtor and Purchaser are authorized and directed to close the sale under and in
accordance with the Agreement , subject to the terms of the Agreement and this Order.

16.  This Court shall retain exclusive jurisdiction to enforce the terms and provisions
of this Order and the Agreement in all respects and to decide any disputes concerning this Order,
Exhibit K
Page 7 é
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1 ||the Agreement, or the rights and duties of the parties hereunder or thereunder or any issues
2 ||relating to the Agreement and this Order. This Court shall be the sole forum to resolve any
3 || disputes between Buyer and Reorganized Debtor.
4 17.  The findings and conclusions of law set forth herein constitute this Court’s
5 || findings of fact and conclusions of law pursuant to Bankruptcy Rule 7052, made applicable to
6 || this proceeding pursuant to Bankruptcy rule 9014. To the extent any of the foregoing findings of

7 || fact constitute conclusions of law, they are adopted as such. To the extent any of the foregoing

8 || conclusions of law constitute findings of fact, they are adopted as such.

9 18.  To the extent that any provisions of this Order shall be or are inconsistent with the
10 ||provisions in the Agreement, or any prior order of this Court, the terms of this Order shall
11 || control.
12 #Hit#
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LEGAL DESCRIPTION
Real property in the City of San Jacinto, County of Riverside, State of California, described as
follows:
PARCEL 1:

THAT PORTION OF THE NORTHERLY RECTANGULAR 1/2 OF FARM LOT 78 OF THE LANDS OF
THE SAN JACINTO LAND ASSOCIATION, IN THE CITY OF SAN JACINTO, AS SHOWN BY MAP ON
FILE IN BOOK 8, PAGE 357 OF MAPS, IN THE OFFICE OF THE COUNTY RECORDER OF
RIVERSIDE COUNTY, CALIFORNIA, DESCRIBED AS FOLLOWS:

BEGINNING AT THE SOUTHEAST CORNER OF SAID PARCEL 2 OF PARCEL MAP NO. 19362,
RECORDED IN BOOK 122, PAGES 57 AND 58 OF THE COUNTY RECORDER, SAID POINT ALSO
BEING THE NORTHEAST CORNER OF SAID FARM LOT 78; THENCE SOUTH 89° 59' 04" WEST,
188.56 FEET ALONG THE SOUTH LINE OF PARCEL 2 OF SAID PARCEL MAP NO. 19362; THENCE
SOUTH 31° 27' 08" EAST, 361.92 FEET TO THE EAST LINE OF THE NORTHERLY RECTANGULAR
1/2 OF SAID FARM LOT 78, SAID POINT ALSO BEING DISTANT NORTH 00° 03' 08" WEST, 21.11
FEET FROM THE SOUTH LINE OF THE NORTHERLY RECTANGULAR 1/2 OF SAID FARM LOT 78;
THENCE NORTH 00° 03' 08" WEST, 308.80 FEET ALONG SAID EAST LINE TO THE POINT OF

' BEGINNING.

PARCEL 2:

ACCESS EASEMENT AS SET FORTH IN DOCUMENT ENTITLED “RECIPROCAL ACCESS AND
PARKING EASEMENT AGREEMENT AND GRANT OF EASEMENT" RECORDED JUNE 28, 2005 AS
INSTRUMENT NO. 2005-0509758, OFFICIAL RECORDS OF RIVERSIDE COUNTY.

APN: 439-112-028-8




Case 6:13-bk-25500-SC  Doc 253-1 Filed 01/17/17 Entered 01/17/17 15:52:27 Desc
Exhibit 1 through 5 and Proof of Service Page 60 of 65

EXHIBIT 2

whito (
E.<hi;fii

Page {00

LG




Case 6:13-bk-25500-SC  Doc 253-1 Filed 01/17/17 Entered 01/17/17 15:52:27
Exhibit 1 through 5 and Proof of Service Page 61 of 65

ASSUMED REAL PROPERTY LEASES
ASSIGNED TO BUYER

In re SJ Medical LLC
[1695 San Jacinto Ave., San Jacinto CA]

Suite TENANT NAME Lease Date  Extension
executed
A AK MANAGEMENT 4/1/2011 1/1/2014
B&F RADNET MANAGEMENT 4/30/2011 NOT EXPIRED
CD&E  RANCHO PYSCIAL THERAPY 7/1/2013 NOT EXPIRED
G VACANT
H VACANT
I DR ASHOK 4/23/2011 3/4/2014
L DR. BROWN 5/26/2010  3/6/2014
o DR. GUADAMUZ 6/1/2013 NOT EXPIRED
Q AGHAPY PHARMACY 1/3/2011 3/4/2014

age [2/

Desc
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S.J. MEDICAL LLC _
PERSONAL PROPERTY INVENTORY
(Located at 1695 San Jacinto Ave.,
San Jacinto, CA Suite G)

1 Leather Couch

1 Conference Table with 4 chairs
1 Desk with 2 chairs

1 End Table

Items were purchase by S.J. Medical LLC in 2007 for approximately $2,300.00.
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PROOF OF SERVICE OF DOCUMENT
I am over the age of 18 and not a party to this bankruptcy case or adversary proceeding. My business address is:
18111 Von Karman, Suite 460, Irvine, California 92612-7152.
A true and correct copy of the foregoing document entitled (specify): MOTION FOR ENTRY OF ORDER:(1)
AUTHORIZING THE SALE OF REAL AND PERSONAL PROPERTY OF THE REORGANIZED DEBTOR FREE AND
CLEAR OF LIENS, CLAIMS, ENCUMBRANCES AND INTERESTS;(2) AUTHORIZING THE ASSIGNMENT OF
UNEXPIRED REAL PROPERTY LEASES; (3) AUTHORIZING THE PAYMENT OF CLAIMS PURSUANT TO THE
PLAN; (4) WAIVING 14-DAY STAY IMPOSED BY FRBP 6004(h); FRBP 6006(d); AND(5) GRANTING RELATED
RELIEF; MEMORANDUM OF POINTS AND AUTHORITIES AND DECLARATIONS OF RICHARD ANTHONY AND
PAMELA J. ZYLSTRA IN SUPPORT will be served or was served (a) on the judge in chambers in the form and manner
required by LBR 5005-2(d); and (b) in the manner stated below:

1. TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF): Pursuant to controlling General Orders and
LBR, the foregoing document will be served by the court via NEF and hyperlink to the document. On (date) January 17,

2017, | checked the CM/ECF docket for this bankruptcy case or adversary proceeding and determined that the following
persons are on the Electronic Mail Notice List to receive NEF transmission at the email addresses stated below:

e Franklin C Adams franklin.adams@bbklaw.com, arthur.johnston@bbklaw.com:lisa.spencer@bbklaw.com
FORMER COUNSEL TO MR. AND MRS. ANTHONY

e Cristina E Bautista cristina.bautista@kattenlaw.com, ecf.lax.docket@kattenlaw.com,

nicole.jones@kattenlaw.com COUNSEL TO CREDITOR U.S. BANK
Michael J Bujold  Michael.J.Bujold@usdoj.gov OFFICE OF UNITED STATES TRUSTEE

Abram Feuerstein abram.s.feuerstein@usdoj.gov =~ OFFICE OF UNITED STATES TRUSTEE
Marc C Forsythe kmurphy@goeforlaw.com, mforsythe@goeforlaw.com;goeforecf@amail.com

FORMER COUNSEL TO LIQUIDATING DEBTOR
Jessica Mickelsen Simon  jessica.mickelsensimon@kattenlaw.com COUNSEL TO CREDITOR U.S. BANK
Jason K Schrader jason.K.Schrader@usdoj.gov OFFICE OF UNITED STATES TRUSTEE
Mohammad Tehrani Mohammad.V.Tehrani@usdoj.gov OFFICE OF UNITED STATES TRUSTEE
United States Trustee (RS) ustpregion16.rs.ecf@usdoj.gov OFFICE OF UNITED STATES TRUSTEE
Pamela J Zyistra zylstralaw@gmail.com COUNSEL FOR REORGANIZED DEBTOR

¢ &6 o & & & ¢ o o

[] Service information continued on attached page
2. SERVED BY UNITED STATES MAIL:
On (date) January 17, 2017, | served the following persons and/or entities at the last known addresses in this bankruptcy
case or adversary proceeding by placing a true and correct copy thereof in a sealed envelope in the United States mail,
first class, postage prepaid, and addressed as follows. Listing the judge here constitutes a declaration that mailing to the
judge will be completed no later than 24 hours after the document is filed.

The Honorable Scott Clarkson, 411 W. Fourth St., Suite 5130, Santa Ana, Ca 92701-4593
Office of United States Trustee, 3801 University Ave., Suite 720, Riverside, CA 92501-3200 Attn: Mohammad V. Tehrani, Esq
Office of the Treasurer/Tax Collector, County of Riverside 4080 Lemon St., Riverside, CA 92501

[] Service information continued on attached page

3. SERVED BY PERSONAL DELIVERY, OVERNIGHT MAIL, FACSIMILE TRANSMISSION OR EMAIL (state method
for each person or entity served): Pursuant to F.R.Civ.P. 5 and/or controlling LBR, on (date) January 17, 2017, | served
the following persons and/or entities by personal delivery, overnight mail service, or (for those who consented in writing to
such service method), by facsimile transmission and/or email as follows. Listing the judge here constitutes a declaration
that personal delivery on, or overnight mail to, the judge will be completed no later than 24 hours after the document is
filed.

Served by Email - see attached list

Service information continued on attached page
| declare under penalty of perjury under the laws of the United States that the going is true and correct.

111712017 Pamela Zylstra A g~

Date Printed Name ignature /

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.

June 2012 : v F 9013-3.1.PROOF.SERVICE
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Service By Email:
In re ST Medical LLC
6:13-bk-25500 SC

MEMBER

Patricia Osborne

Richard Osborne, Sr.

26752 Pariso Dr..

Mission Viejo, CA 92691-5708
RETURNED MAIL 11/19/16

ATTORNEY FOR OSBORNES
William B. Hanley, Esq.

wbh@hanley-law.com

TENANT ADDRESSES:

Rancho Physical Therapy

24630 Washington Ave., Suite 200
Murrieta, CA. 92562

Attn: Scott Schroeder
sschroeder@optimiscorp.com
Healthmedica, Inc.

22 Battery Street, Suite 510

San Francisco, CA. 94111

Attn: Nathan Sassover
nsassover@healthmedica.com

United Health Care Services, Inc.

9900 Bren Road East, MN008-W310
Minnetonka, MN. 55343

Attn: Adam Wilford, Director
matt.perrigue@am.jll.com

LIQUIDATING DEBTOR
S J Medical, LLC
Rich Anthony

Rich_Anthony@hotmail.com

MEMBER
John Kelly

Jkelly@hitachi-aloka.com

INTERESTED PARTY
Frederick F Furey

Jfacaj@sbcglobal.net

DR. KOKA

1695 S. San Jacinto Ave., Suite A
San Jacinto, CA. 92583

Attn: Mr. Koka

lkoka@aol.com

Dr. Nagasamudra S. Ashok
1695 S. San Jacinto Ave., Suite [
San Jacinto, CA. 92583

Attn: Dr. Ashok
trinitytransport03@gmail.com
Martha IzvemariDr. Thomas Brown

UNSECURED CREDITOR
Alfred Santos

5217 Industry Ave.

Pico Rivera, CA 90660
daniels@kbs8.com

MANAGING MEMBERS
Richard and Marie Anthony

Rich_Anthony@hotmail com

RANDNET MANAGEMENT, INC.
1508 Cotner Ave.

Los Angeles, CA. 90025

Attn: Jeffrey Linden
jlinden@radnet.com

Laboratory Corporation of America
13112 Evening Creek Drive South
San Diego, CA. 92128

Attn: Aaron Serber
serbera@labcorp.com

Dr. Roberto J. Guadamuz

1695 S. San Jacinto Ave., Suite L
San Jacinto, CA. 92583

Attn: Martha Brown
marthaizv@hotmail.com
Aghapy Pharmacy

1610 S. Wabash Ave.

Redlands, CA. 92373

Attn: Sam Bishay
aghapyrx(@yahoo.com

1695 S. San Jacinto Ave., Suite O
San Jacinto, CA. 92583

Attn: Dr. Guadamuz
doctorchiro@msn.com




