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PAMELA J. ZYLSTRA - State BarNo. 147977
PAMELA JAN ZYLSTRA
A PROFESSIONAL CORPORATION
18111 Von Karman, Suite 460
Irvine CA92612
Telephone: (949) 222-2000
Facsimile: (949)222-2022
email: zylstralaw@gmail.com

Counsel for S.J. Medical LLC,
Reorganized Debtor

UNITED STATES BAI\KRUPTCY COURT

CENTRAL DISTRICT OF CALIFORNIA

RIVERSIDE DIWSION

In re

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

Reorganized Debtor

Case No. 6:13-bk-25500 SC
Chapter 11 Case

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 T]NEXPIRED REAL PROPERTY
LEASES;
(3).A.UTHORIZTNG THE PAYMENT OF
CLAIMS PURSUANT TO THE PLAN;
(4) \ilArVrNG 14-DAY STAY TMPOSED
BY FRBP 600a(h); F'RBP 6006(d); AND
(5) GRANTING RELATED RELIEF;

MEMORAI\DT]M OF POINTS A¡ID
AUTHORITIES AND DECLARATIONS
OF RICHARD ANTHOIIY AND
PAMELA J. ZYLSTRA IN SUPPORT

Date: February 14,2017
Time: 1:30 p.m.
Place: Video Hearing Courtroom 126

United States Bankruptcy Court
3420Twelfth Street
Riverside, California 9250I
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TO THE HONORABLE SCOTT C. CLARKSON, UNITED STATES BANKRUPTCY

JUDGE; THE OFFICE OF THE UNITED STATES TRUSTEE; CREDITORS AND

THEIR ATTORNEYSO AND INTERESTED PARTIES:

SJ Medical LLC, a California Limited Liability Company, (the "Reorganized Debtor")

submits this Motion For Entry of Order: (A) Authorizingthe Sale of Real and Personal Properfy

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) Waivingl4-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 2I,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 Properüy 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 l. The proposed form of order granting the relief requested by the

Motion is attached as Exhibit 5 to the ZylstraDeclaration.
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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 Properfy 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:

1. Granting the Motion and such other relief as may be appropriate in this case;

2. Finding that the notice of the Motion was adequate and satisfied the requirements

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

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

protections of Section 363(m);

4. Authorizing the Debtor to distribute the sale proceeds as requested;

5. Authorizing the assignment to the Buyer of the leases assumed pursuant to the

terms of the Plan;

6. Waiving the 14-day stay of an order authorizingthe 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

7. Granting related relief required to effectuate the sale of the Property and the

assignment of the Assumed Leases.

DATED: January ¡/,zotl PAMELA JAN ZYLSTRA
A PROF'ESSIONAL CORPORATION
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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 andl409. 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 Reorgantzed Debtor requests entry of an order authoizingthe sale of

substantially all the assets of the estate consisting of certain commercial real property, including

certain personal propeúy identified as office fuiniture, 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.

il.
STATEMENT OF'F'ACTS

The Reorgarized 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 l8 medical office suites for

lease. The current occupancy rate for the Property is approximately 92Yo.

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

Case 6:13-bk-25500-SC    Doc 253    Filed 01/17/17    Entered 01/17/17 15:52:27    Desc
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Association ("U.S. Bank, N.4.") was the successor in interest to the FDIC as receiver for PFF

Bank & Trust. The construction loan for development of the Property matured in20l2. 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 l1 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 1 I

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

Properly to implement the terms of the Plan.

A. Terms of Sale of the Propertv.

On or about November 28,2016, the Reorganized Debtor received the Standard Offer.

Agreement and Escrow Instructions For Purchase of Real Property fi'om 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:

Case 6:13-bk-25500-SC    Doc 253    Filed 01/17/17    Entered 01/17/17 15:52:27    Desc
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1 . Propertv. The sale of the Property represents a sale of substantially all the assets

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

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

Agreement.

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

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

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

Exhibit 3 to the appended Anthony Declaration.

3. No Contingencies. Subject only to obtaining Bankruptcy Court approval of the

sale, the Buyer acknowledges that there are no contingencies to the closing of the sale of

the Property under the Agreement.

4. No Broker Commissions. The Debtor 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 Proper{y. No real estate broker's commission will be paid through the

escrow established for the sale of the Property.

5. Purchase Price. The purchase price of $5,400,000.00 is to be paid by the Buyer to

Reorganized Debtor as follows:

a. Good Faith Deposit: The Buyer provided Reorganized Debtor with a good

faith deposit in the amount of One Hundred Thousand Dollars

($100,000.00) (the "Good Faith Deposit"). The Good Faith Deposit was

deposited in the client trust account of counsel for the Reorganized Debtor

until the sale of the Property is approved by the Bankruptcy Court.

b. Cash at Closing: Buyer will pay Reorganized Debtor Five Million Three

Hundred Thousand Dollars ($5,300,00.00) at the Closing.

6. Free and Clear of Liens. The sale will be free and clear of all liens, claims and

encumbrances, as defined by the Agreement.

Case 6:13-bk-25500-SC    Doc 253    Filed 01/17/17    Entered 01/17/17 15:52:27    Desc
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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. Bankruptc)¡ 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. Biddine 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 Properlry of the Reorganized Debtor is

attached to the appended ZylstraDeclaration 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 authorizingthe 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 suTnmary 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

Case 6:13-bk-25500-SC    Doc 253    Filed 01/17/17    Entered 01/17/17 15:52:27    Desc
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Zylstta Declaration as Exhibit 2. The approved procedures for the auction sale and bidding are

attached to the Sale Procedures Order as Exhibit l.

The Sale Procedures are summarized as follows:

1. Asset(s) To Be Sold. The "Propert¡r" 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

"Propetty"). The Property is improved with a medical office building with l8

medical off,rce suites for lease. The proposed sale of the Property includes the

personal property located in Suite G.

2. 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.

3. 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.

4. 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 JanZylstra, 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 JanZylstraA Professional Corporation client trust account; and (b) file

evidence with the Bankruptcy Court demonstrating to the satisfaction of the

Bankruptcy Court that they qualifu as good faith purchasers within the meaning of

Section 363(m) of the Bankruptcy Court and are financially capable of closing the

Case 6:13-bk-25500-SC    Doc 253    Filed 01/17/17    Entered 01/17/17 15:52:27    Desc
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5.

sale of the Properly 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,

Califomia 92101.

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 #I and continue, with the same

requirement for bids in the amount of at least $50,000.00, until all bidders but one

6.
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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 modifl' the Agreement as to the amount of the purchase

price in response to any overbid.

Determination of Hiehest 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 Propert_v. 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 frve (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 append ed Zylstr a Declaration.

7.

8.
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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 Prope4y.

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 ZylstraDeclaration.

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

Property:

l. General and special taxes for the fiscal year 2016-2017 (realproperty 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 June7,20016 as InstrumentNo. 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. l2-177459 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

fulIthe Allowed Claims of the following non-insider classes of creditors:

l. 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.

2. 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, 20I6,will be paid in full

from the proceeds of the sale ofthe Property.

3. 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.

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

$55,892.57 as of January l,2017,will be given to Buyer as a credit to the cash

required of Buyer at the closing of the sale of the Property. See, Agreement,

para.ll.4.

By this motion, as set forth below, the ReorgantzedDebtor 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. Quarterlv 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 quarterly fee schedule

published by the U.S. Department of Justice provides for a fee of $13,000.00 for

total quarterþ disbursements by debtors in chapter l1 cases of between

$5,000,000.00 and 514,999,999.99. 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 ofthe proposed sale ofthe

Propeffy, entry ofrelated orders, and requesting entry ofa 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:

l. 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 6Interests 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 Propety.

As set forth in the Anthony Declaration, the Reorgantzed 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 1l case and after the Order confirming

the Plan was entered on March 20,2015. The Reorgantzed Debtor received four inquiries from

parties interested in purchasing the Property but each potential purchaser withdrew its offer.

ilt

///
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ilr.

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 "aftet 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 ofproperty other than in the ordinary course ofbusiness, 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 Qth Cir. 1991); Comm. of Equity SEC Holders v. Lionel Corp. (In re Lionel Corp.),722F.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 R)'. 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.,654F.2d578(9thCir. 1981);Walterv.SunwestBank(Inre'Walter),838.R. 14,lg-20(gth

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 (gth Cir. 1991).

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

that: ( I ) 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 T9-20).
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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 I,2017

is the deadline for closing the sale. If the Property is not sold by that deadline, the secured

creditor, U.S. Bank, N.4., 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.

ln connection with a proposed sale under Section 363 of the Bankruptcy Code, "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 eflect 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-" In re

Delaware & Hudson Railway Co.,I24 B.R. 169, 180 (D. Del. 1991). A notice is sufficient if it

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

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

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

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), (cXl), (i), and (k), and, if applicable, in accordance

with Section 363(bX2) of the Bankruptcy Code. Rule 2002(a)(2) requires at least 2T 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(cX1), the notice of sale is suffrcient if it generally
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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 amotion 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(dX2) of the Local Rules of Bankruptcy Procedure require that a motion and

related notice be served at least 2I 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 Offrcial Form

6004-2 NOTICE.SALE at the time of filing for purposes of publication by the clerk on the

coufi'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 37,2017 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 Properfy. The notice and the required Form 6004-

2have 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 in2013 through li{ay 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

-t6-
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since the marketing efforts commenced. The proposed purchase price of $5.4 million will be

suffrcient 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 Properly 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

Case 6:13-bk-25500-SC    Doc 253    Filed 01/17/17    Entered 01/17/17 15:52:27    Desc
 Main Document      Page 22 of 40



1

2

3

4

tr

6

1

I

9

10

11

12

13

74

1_5

L6

I1

18

L9

20

2T

22

23

24

25

26

21

28

market the Property. The Agreement provides that no commissions will be paid to real estate

brokers in connection with the sale of the Property. I\4r. 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.3l,1116. 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 inthis negotiation and sale process. Forthese 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 REOUESTS 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 suffrcient 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
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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

PropeÉy.

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

Propefty.

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.

BANKRT]PTCY CODE SECTION 363ßI PROYIDES X'OR 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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such entity consents;

such interest is a lien and the price at which such property is to be sold is

greater than the aggregale value of all liens on such property;

such interest is in bona fide dispute; or

such entity could be compelled, in a legal or equitable proceeding, to accept a

money satisfaction of such interest.

1l U.S.C. $ 363 (f). Because Section 363(Ð is in the disjunctive, the Reorgantzed Debtor must

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

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

1984).

The bankruptcy statute does not define "interest," but courts have interpreted the term

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

Cir.2003) (leasehold); Compak Companies. LLC v. Johnson,4l5 B.R. 334,339 G\f.D. Ill. 2009)

(license).

(1) The Sale May Be Approved Under 11 U.S.C. ô 363(fl(1) As to Unsecured Claims.

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

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

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

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

free and clear of such claims. Moreover, the Reorganized Debtor proposes to pay the one

allowed general unsecured claim of $400,000.00 in full.

(2) The Sale Should Be Approved Under 11 U.S.C. g 363 (fl(2).

Section $ 363 (Ð(2) of the Bankruptcy Code authonzes a sale to be free and clear of an

interest if the interest holder consents to the sale. The Reorganized believes that the benefits of

the Agreement are sufficiently clear that lien holders will not object. Any existing or potential

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

Bankruptcy Rule 90 I 3- 1 (h).

(2)

(3)

(4)

(s)
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(3) The Sale May Be Approved Under 11 U.S.C. $ 363(fl(3)

Even assuming that the reference in Section363(Ð(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. lnc. v.

Knupfer (In re PV/. LLC), 391 B.R. 25 (gth Cir. B.A.P. 200S) "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,

N.A. of approximately fi4,834,993.26. 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.

VI.

CAUSE EXISTS TO X'IND THE BTIYER 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 authonzation under subsection
(b) of(c) ofthis section ofa sale or lease ofproperty does not affect the
validity of a sale or lease under such authonzation 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 authonzation and such sale

or lease were stayed pending appeal.

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

. . . the bankruptcy court fotmd that Gateway Lenders was apurchaser in
good faith for all purposes including l1 U.S.C. $ 363(m). This finding is
not clearly effoneous. A "good faith buyer'ris one who buys 'in good
faith' and 'for value."' Ewell v. Diebert (In re Ewell), 958 F.2d 276,281
(Ninth Cir.l992)(citing ln re Abbotts Dairies of Penns..Inc.,788F.2dI43,
147 (3d. Cir. 1986)). "[Llack 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. (quotirtg
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Cmty. Thrift & Loan v. Suchy (In re Such]¡),786F.2d900,902 (9th Cir.
1e85).

Id. at 577 (emphasis added).

In this case, the Buyer may be deemed a good faith purchaser pursuant to Section 363(m)

of the Bankruptcy Code. First, the Buyer will provide 'value' for the purchase of the Property.

The proposed purchase price of $5,400,000.00 will yield sale proceeds sufficient to pay all non-

insider Allowed Claims under the Plan. Second, the Buyer, or any successfrrl bidder, will be

neither an insider nor an affiliate of the Reorganized Debtor. There has been no fraud or

collusion with respect to the proposed sale of the Properly or any manipulation regarding the

bidding or sale price. There will be no material impediments to bidding in this case, and the sale

and bidding procedures in this case are fair and have been approved by order of the Court. The

sale was negotiated at arms' length with the Buyer and the terms of the proposed sale have been

fully disclosed. The proposed sale, or any overbid by a qualified bidder must be approved by this

Court as a sale in the best interests of the creditors in this case. Accordingly, the Court may

determine properly that the Buyer, or any successful bidder, is a good faith purchase under

Section 363(m) of the Bankruptcy Code and entitled to the protections thereof.

ilt
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VII.

THE COURT MAY AUTHORIZE THE ASSIGNMENT OF UNEXPIRED LEASES

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

Subject to exceptions not relevant in this case, Section 365(a) of the Bankruptcy Code

provides that a debtor "subject to the court's approval, may assume or reject any contract or

unexpired lease of the debtor." 11 U.S.C. $ 365(a). Under the terms of the Plan, the

Reorganized Debtor assumed the unexpired real property leases in existence when the Plan was

confirmed by Order entered March 20,2015 (the "Assumed Leases"). A true and correct list of

the Assumed Leases identifiing each lease by the name and address of the tenant, the original

lease execution date and the date of extension, if any, is attached as Exhibit 3 to the Anthony

Declaration appended hereto.

The Reorganized Debtor requests authority to assign the Assumed Leases to the Buyer.

To assign an unexpired lease, a debtor is required to provide adequate assurance of future

performance under the lease(s) by the proposed assignee. 1l U.S.C. $ 365(Ð(2)(B). In this case,

the Buyer has filed testimony and financial information in compliance with Section 365(f)(2)(B)

and in support of the Motion as follows:

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

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

Agreement to purchase the Property; and

2. Information, including the financial information described above,

demonstrating the ability to provide, under Section 365 of the Bankruptcy Code, adequate

assurance of future performance under all Assumed Leases.

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

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

auction for the sale of the Property. The ReorganizedDebtor will work with the tenant under an

Assumed Lease to resolve any concerns that such parlies may have regarding the assignment of

the Assumed Leases to the Buyer.

-23-
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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.

VIII.

REORGANIZED DEBTOR REOUESTS THE COURT EXERCISE

ITS DISCRETION AND WAIVE THE FOURTEEN.DAY PERIOD FOR

EF'FECTIVENSS 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. Bank. 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 600a(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(9) is for a
f,rxed 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(Ð 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 I,2017 deadline set by the Forbearance Agreement and the Plan.
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V/aiver of the l4-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 ReorganizedDebtor

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 Reorgarized.

Debtor submits that good cause exists for the Court to grant all relief requested by the

Reorganized Debtor under the Motion.

DATED: January l'l , zotl PAMELA JAN ZYLSTRA
A PROFESSIONAL CORPORATION

Attorneys for Reorganized Debtor, S.J. Medical,
LLC, a California Limited Liability Company

Pamela J. Zyls
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DECLARATION OF RICHARD ANTHONTY

I, Richard Anthony, declare as follows:

1. Oath. I am 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 authorizedby the Reorganized Debtor to testifr 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 testifr to their truth.

2. Putpose. I make this declaration in support of the Reorganized Debtor's Notice

Of Motion And Motion For Order: (1) Authorizingthe 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) V/aiving l4-Day Stay Imposed by FRBP 600a(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 92Yo.

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

development of the Property. During the financial crisis of 2008 to 2009, the Federal Deposit

Insurance Corporation \¡/as appointed as the receiver for PFF Bank & Trust. As of approximately

Apnl2009, 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 in20l2.

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 1l petition to stop the foreclosure

sale scheduled by U.S. Bank.

5. .On

September 16,2013, the Reorganized Debtor filed a voluntary petition seeking relief under

chapter I I of Title I I of the United States Bankruptcy Code as bankruptcy case number 6: l3-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 reafftrmed, 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 Properly. First American Title Company prepared a

Preliminary Report dated December 9,2016 in advance of issuing a title policy for the sale of the

Properfy. A true and correct copy of the Preliminary Report is attached hereto as Exhibit 4.

7. Chapter 11 Plan Confirmed. On November 20, 20l4,the Reorganized Debtor

filed the Debtor's Chapter l l 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 I,20I7.

8. Classes of Claims Under the Plan That V/ill 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 l, 2017 , is approximately $59,0 I 1 .60 and will be paid in fuIl.

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, 20l6,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 l,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

-28-
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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 1l cases of between $5,000,000.00 and 514,999,999.99.

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

ofthe proposed sale ofthe Property, entry ofrelated 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 lnsider 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. Marketine of the Propeqv. The Reorganized Debtor has actively marketed the

Property for sale prior to filing the bankruptcy case and formally since }l4ay 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 toMay 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

V/est 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 86,326,000.00. 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 }r/;ay 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 Full)¡ 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 ReorganizedDebtor employed Healthwest Realty

Advisors to market the Property for sale during the period from March I,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

suffrcient 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 Apnl29,2014 (ECF Docket No. 87). The application was approved by a court order

entered i|l4.ay 21,2014 (ECF Docket No. 98). Mr. Furey represented the Reorganized Debtor in

seven (7) lease transactions in 20 I 5. 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 Properly for Mr. Santos to obtain an

appraisal and inspection(s) of the Property.

17. Offer bv 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 Properly "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. 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 I (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 Properfy is not

sold by that deadline, the secured creditor, U.S. Bank, N.4., is authorized to proceed to foreclose

its f,rrst 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
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purchase price of $5.4 million will be sufficient to pay the one secured claim of U.S. Bank, the

one ìmsecured clairn of Alfred Santos (the Buyer), the administrative claìm of for¡ner counsel to

the Reorganized Debtor, Goe & Forsythe, LLP, and the quarterþ 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 tlese circumstances, I believe that the purchase price of $5.4 million is a fair and

reasonable price.

2I. Statemqnt of Disintereçtedness. No insider of the Reorgarized.Debtor has any

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

Trust for the purchase of the Property. The Santos Trust is not an "insidet'' of the Reorganized

Debtor and no 'linsider" ofthe Reorganized Debtor has any ownership interest in the Santos

Trust- The Santos îrust has not received any special treatment from the ReorganÞed Debtor

during fhe negotiation and sale process. No fraud, csllusion or attempt to take unfair advantage

of otherbidders has occuned 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 tUis I b day of January, 2017 at
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DECLARATION OF PAMELA J. ZYLSTRA

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

1. 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 testiff competently

thereto. I am an attomey duly admiued 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 JanZylstaA 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

called as a witness,I could and would testifu from personal knowledge to the matters stated

below.

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

Order is attached hereto as Exhibit 2. The approved procedures for the auction sale and bidding

are attached to the Sale Procedures Order as Exhibit 1.

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.

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

description of the real properly 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

account statements and other evidence of funding sources that total $5,963,185.00 to pay the
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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 trri, lLffirfJanuary 2017 at /.',^'a'<ca[fornia.
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STANDARD OFFER, ÁiGREEMENT AND EScRoW
INSTRUCTIONS FOR PURCHASÈ óP NEEI CérAiC

n r n co m m J#iT.f;ïii"Jlfl'A ss o c i ario n

DêceEber 7. 2015
(Date for Reference purposes¡

S,r
the 

-owner 
thereot 1,,SellsrI , the "Part¡es', or

1.1

€lærng-Þûte-H€+e{ætd+y
a'Party"), through an escrow (,.Escrow,,l iàefos+€s;

ìc|1

rPhene-¡+a ;+aesimilÈÞ{e

' 2'1 The real property ("Property") that ¡s the subiect¡llhlsoffer consists of (¡nserr a¡rief physicar desc'ption) f,ee-g¿EB¿e_
a"" """"isiocaiedinthecftvof 

-

lhô ê1'À^rlhestre€taddres""t 
#,s@andislegallydescribedas: 

_ J

("Title Company,'), which sha' issue ,i," rit¡" pål¡.y l"r"ì""f,"ì

'î;i"J::j:"i:lïiiïiîl;åLil;'*;it ;:l;**:lgi;ir:"::,31'::."r:,r1rhereon, inc,udins those i,ems which pursuant to;åii;ffiiii'ffi:î:1ffi:lïjJ:iïj¡*,î,"Jf.*;:,,,,:ru;äï:iffi:,ïffiïff"T'.1låTii;Jlå.;i,llå',1åî;'i#ïîj;""Hi:',::,?,:.:i
:åi::*ff,i;,i)î:,9:'äåï:1.,m'm¿,:::',{*',:,i:È:i:,Ë:ri,1iii.'öl'",'"il'1;15'::,[f,n":,:Jì*:',',1":ïl;:j,, :a;:li:iJfï""1,l1, iil,XìJïlîl;i""îlruUruS;1f:*j.m "::.'i:."f it'ililf:r':i:ll"{: 'iä1'llffå,ïi:*'*'il3îl;*ilï.',ll:3"-Î1':"::ttt:l:;carpets;.window"ou"t-¡ng";*åi'"ãu"ìing'","n0Propêrtv rnventorv) 

e-¡ "-'¡ Yvlerr"Yr' qrrv ë!

--___--__:_
2.5 Except as provided in paras,"ãr' ã.ä, ü,iþi"*;î;:ii,ä#;ffi:iï:i:i:l:rï,i;ä,i,'L1*i:ffiilåtïr'ï'#:ïË:::î:

ål' " 
*ni',1':ß11"":.-"r*"0 bv s"tle' p'io' to-ffi3. purcrrasãÞüóé.

3' 1 The purchase orice ("purchase pr¡ce") ro be paid by Buyer to seref for the prreHovis: rrvv , rv us P'. , gperty shall be $ 5.4oo, ooo. oo , parrabl".g
@ 6u.,t a"*n::U f.*,,,n.,'rr-U,n. ^._".,, u, i,",,nriln *ugr"-n ,,a ("r,. u-,u,,.u.ntr€ñ€aeti€ñrrHff€hftie+rleerr

(Str*e+raa 0
apptieable) (Ð Affflrfi+€FN€rY+ear,,es de,iæd il - tÉ€f,Ë

lr descriited.

'ryer'-thei permanent ¡mpfoveme¡ts thereon, incruding those irems whích pursuant to'ing itenß, it any, owned by Se'er.r¿ 
"r 

pi.rå"iùåìäãïn'i'" erop"rry, ele*ricatd¡sconnþcrs, tighting fixtures):, tetephone O¡.tr¡Urttîr'"iàs ltines, iacks andnd¡tionirig equipmenr C,Hvni); air fines; r¡re .pr¡nt i.rli"Ëms; secur¡ty and ti¡e
"nd Ðj

ser @@
PAGEì I OF11
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[l',:1,:li},iìi;f¿¡Principar-Brokcr,.riiî]rÌ:liäiiñi"'!,"'""u¿;,,."* or,*u
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{Sîikeaf*êt (4}
aPqtrcauq desÈilbed ¡h-F€ragrâph €

l¡o*+Èn$ _e*ecñF€*

Total Purchase Prlce:

+e

4, geBeeitsr
4+f]

M*

$

s 5-áOO-OOO-fl{}

Ëbilrv tetherltìer qnd
¿nd,Sèllêi-+lêt gnterilìþ an agreemenl fs-þutQhqse,E€d salei.Þ,üyéds ohe€fË.Erfur¡dg slÉi" sFer rêqrre5t-by EEyer¡ þÈÞT€mplv retsmedlo
Esye+

a+ ådd+tienaldepes+ts,

t-al

'ftÌ fed+ü}¡e¡€hôtt
.i

þ),
t

4e
. e Hminrrequirerftenls ef ihle

. euyefs Federal Tax 
-ldentificatiqn 

Number b
Ê86-52-7222 . i€fi

¡tsmbeÉl+pfsr¡qe*
¡+

+g
.

e+
@ 96'of the Pbrehage-Prjee¡ en,.btnp iÈaee;nably aeeêpta-le i5 Bs.iêr;:gueh lpan f,Nerv Èean.')

5.2 .

EelteHn+w¡tlr-gl-rg¡ïn¡+

æ

&
e+

the+ste€f ;
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ÞaragråpH€*{b}}
iAl F?]raj.rrelÈ Pr¡nst-d mÐ
el i+$e¡-e¡e¡geeÉn€{

@
(e' r€ tit'e te the Pßpertv er ê1y

eptier,rfequire lhe,ertire sn-ald b^ranee of,sqld,Nete to be pald in full,
6"3

@rrr6g"eefd€ tÌu€ttowh¡fhltw¡É .
6+

e5 'ts

++@;
ri eenditien. t, sel,är lg n€È

il @
io$€€il+€f&€r-{gælãât++hts

¡lr¡i -þ+ertú€sor*,+e¡d(l¡ryithln.eaid+me+e+io*,g|.ite.e|eglí€n+
lesumed te-h1w e

eËerb'€bl¡gÊtiañ'
% Mwfekefsr

++
@n
n
n

@i-rr.v'¡*ery.an dal
inseÉe*å?r reierenee pur^eses -t the.to^ eÉFage L

+..a
iç-een*e€r¡ga-wi+h+€-+reget¡aEen e, thb,/^tgrçe$en. and/er the,eênsufi*rat¡¡er¡ ei lhe-*urehase, and sale eenþÉated i¡érehi; êtherlhúr ihe

fi êfher paroon¡ itlêd teanyeemmhrlen

E€e€rch€rg€s{&bh
Ém"¡t¡¡au

FarqÊ
8- EscrowandGloslng.

s.fU'pon,acce¡IancehereofbySelter,thicÁgrsenìent,'shâlfc,onsülute
'not only fhe sgreem€nt of putchase and sale. between Buyer and Selfer, bul also lnshuclions. lo ,Esaoú llotder:for the cónsummalion oi the
Agregment through the Escrow. Escrow Holdêr shall not pfêpar€ any further esci.ow lnFlrucllonq r€slatfñg or arnending thìs Agreement unlBss
specíflcally so lnslructed by lhe Parties .eËfl,Srol(eÉ.her€iÊ. Sub¡eet to lt¡e reasonâble approval of ll're Pãrües, Escr,w Hqldei may, howèvêr,
,include lts slandard genera! escrow provish¡s. ln lhe evenl lhat lhere is any contllct brgtw€sn lhe Þfov¡sioûs of ,ttre Agreenent änd i'hÁ provlslons
.tif any additional escroq¡ lnsl¡uctions,the pfovislons.of the Agreemont shall prevàil,as to lhe Part'es and lhe Escrow Holder.

se
ldûtêqs€eHe¡ñed;

I's Escro,v Holder ls hereby authorlzed and ¡nstruct€d to ronduct ihe Êsorow in accordance with thîs Jqgreemenl, applicable taw and
cüstom and prâclice of lhe communily ln which Escrow Holder ls located, including any reportlng requlrêments of tñe lhteinaf Reuent u Gode. ln
lh'e er¡ent of a conffict between lhe faw ol the skte where lhe Property ls localed and lhe law of fhe stiils where lhe Escrow Hofder is located, the
law of the state where the Property ls located shall provail.

8,4.Eserowl{oldershallclosethtsescrow(lhe..0loslng',}byrecord¡nga
general warranty deod (a grant deed in Calìtomla) and the other documênts requlred to be recorded, and by disbursing lhe funds and documeñts
ín acoordar¡ce with lhls AgreomonL

. .8.9 Buyer and Sellor shall each pay ong.half of lhe Esøow Holdefs chargos and Seller shall p4y lhe usuâl rec{rdlng fees and any
required documenþry transfer taxes. Seller shall pay the premium lor a standard coverags owner,s or Johrt prolect¡on poticy of liüe insurance.
(Sè€ also paragraph ll)

aß
i cr 14 i etterâ of
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H

fuanee+iBà;+*M
10. DocumentsReguiredatorBeforeGloslng:

- 10'1 Five days prlor to the Closíng date Escrow Hofder shâfl obbin an updated Title Goft¡rútment concêrnfng lhe propedy from lhe TilleCompany and provide copies thereof to eact¡ of lhe partfes,
10.2 Seller shall daliver lo Ëscrow Hofder tn lime for delívery lo Bùyer al lhê Closlhg:

{a) Granl or generaf warranty deed, duly oxecuted and in recordable form, conveyihg fee tiüe to the propérty to Buyer.
{b) lf a:plíeable¡ the BenefièÌary S.atOmonts eór-eernÌrg Emìetirg Ne.e(s)¡
(€)

@¡*ner*s+ssical€rlÈ
(d) lf applicabte, Esìoppo¡ Certífícales oxecuted by Seller ard,ror lhe tenant(s) of lhe property.
(e) An affldavit execuled by Seller lo üo elfect that Seller ls not a "forelgn pelson,,within ihe meaninE of tnter¡al Fevenue Oodè

section 1445 or successoi slätïtbô-..|r seiler does not provtde such átftäávit fn rorm róurãnâbty d"i''"ru.toty to suy;rláirã..fãür¡i¡æe-¿"v" -¡iøi
to lhe Closirrg, Escrow Holder shall at lhe Closing dLduct frorn Sefler"s proceeds and remit to ths lntemal Revenue Servþe such sum as Is
requíred by applicable Federal law wlth resp€rt to purchases lrom foreþn sellors,

(0 lf lhê Proporþ ls located in Cafifomia, an affidavlt execul€d by Setler to ttie effect lhat Seller ls not a "nonr€sldont" wllhln ¡he
meâriíng of Califomia Revenue an¡l Tax Code Sectlon 18662 or suci:êssor staiutes. lf seller doss nol provlde such afidavit ln torr ruion$iy
sàtisfacloq{ to Buyer at{east 3 busiúess dáys ptior to tie Glosíng, Ëscrow Holder Êhall atthe Gloslng dåduct from Sellefs pÍoceeds and remlt tå
the Franchlse Tax Boafd such.sum as is rsqulred by such stalute.

(g) tf applicable, a blll of sale, duly exeutled, convêyiry tìtlê lo any lncluded personalproperty,to Bûieri
(h) lf the Seller is a corporalion, a duly executed coçorate r""ãlu¡ion authorlzlng tiro åxeðunon ãf thls Àgreement ànd lhd sale

of lhe Prqpedy.
1 0,3 Buyer shall deliver to Seller through EScrow;

(a) The ca3h Forlion of lhe Porchasè Príco and.sucli addjtional sums as q¡e requlred of Bsyer undÞr thÍs Agreg¡nent shall bedeposùeg ry Euyer witlr Escrour Holder, by federal funds r L¡e fansfeË or any otber method acceptable tg Escrow Holder ¡n lmmedlatèlyc¿jlleclablefunds,nolatetlhah2:00P'M.onlhebusineSsdaypriortott'erxp*tedcto*ingDate@

wil\ evideaee,,establ'rshing lhet tlre required menles v¿êre,ayaitaå|e..
(þ) @ur€hÊ5e Mèhey Þeed ef TigeÈ êre áallèd f€- b tfiîs rlgreerfl€-ìl¡ the du,y exe€Hr€d d.¡giâêls

;Hie€€h+hê.{RÞ+eveãéñ+5{r,,

_ (€)
Efl)€rr

el
(e} ll applleabfera wdt'en ao¡umpt¡on guly exeeied Èy Bsyer ái rhe {p-.rdeesm€nte+,i'üi ie-sæitite Eil¡sgn; lirËsj 

"'-"'-'
*l

+¡le+J€pe*V:
10.4 At clostng, Escrow Holder shall causè to be lssued to Buyer a standard coverage (or ALìIA extended, lf elecred pursuant to Ð.1(q))

ownqfs lonn poltcy of lltle lnsurance.effêctive ss of lhe Closing;.issued bt the Ttle compan! lj.üe tull :¡rnount,oithe purchåse d;";ln*rlñí
lltlelqlheProperfyvestedinBuyer,subJecton|ylotheexceþtlonsapprovedbysuye.r¡

iÐthBt¡ €nd€elleF.
:|MPoRTANTT ,lN A PURcHASE oH ËX0HANGE ôF Áem- pnóppliü lT 

*MAy 
EE ADvtsABt E To 9BTATN TùrLE tNsuBANcE tN

CONNEGNON ì4'TTH THE CLOSE OF ESCFOW SINGE THERE MÃY TiE FRIOB RE9OFDED TIENS AND ENCUME-RAN_GÉã WH,d;i
AFFEcT YouF lNrEHEsr lN TirE PRoPERTY BEINc AcQulBED. A Ngvrr ior-lcv oF Ttrrr lNsuRANcË sHouLD BE oBTA¡ÍùED tN
OHDER TO ENSURE YOUR ¡NTEHEST IN THE PROPEETY THAT YOU AFÈACOU¡N¡¡¡E.11. Proralions and Adjushenls.

1J.1 i-aves. Applicable real propefly taxes and specfal assessment bonds shall b€ prarated through Escrorv as of the datè of ihe
Gloslng. based upon lhe latest tax bill avaifable. The Parties agrs€ lô prorat€ as of the Closing any [axes ãsseqs€d against the Èr"pti y ¡V
s¡.rpplemenlal blll levied by r€ason of evenls occuffing prlor to ttæ Closing. Paymenl of the prorated arnouni sha¡ be ma<le promplly ¡n cai¡r upon
receipf of a oopy of any supplemental bill.

'11-2 lnsurance- WAFNING: Any lnsuranca whích Seller may have malnlalned will termlnate on tho Glosing. Buyer is advlsed lo
obia¡n apprôpr¡ale insurance to cover lhe propedy.

11.3 Benfals, lnterestandExpenseg,schedulèdrenlats,lntèrestonExlslÍngNotes,ulifiiles,andoperatihgexpensesshall be.proraledas
of the date of Closíhg. ThÞ Parlies âgre€ to promplly adjusl between themselves outðide ol Escrow any rents roe,€fved after lhe ôloslng

'11-4 SecurlV Deposl¡' securlty Deposlts held by Selfer shall be given tó Buy€r as a credit lo lt¡e cash requhed of Buyer at thJolosing.
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11.5 Posf Closing Matters. Any item to be prorated that ls not delermined or delermlnab,le at the Closing shalt be promptly adjusted by
the Parties by appropriate cash paymont outside ol tho Escrow when the amount due is determined.

++-c

bting

Je$€:ne Fsrehæ h.e_

+g
ed bv *te ameuãt €f süù

++3 *es

,l*
8äilé7è wdiráÉHeËãä'äiãÞiëiêùuti*'shall s"rv¡ve üre elesíng and del¡very st üìe eeed ter eper¡ed et g yeøs, €fld any larl€i'ii er

Lt'Eut?r efid Br€lre 1

þ)
tre-|.reperU le BcyeFas Þrevlded hereln; atqd{e perferm Sellefs ebligeüens hereunder,

(b)

(e)
eåtl6þfise-9ffÌleFexìsten
eterase-{Êñlç

{s}

{g}
ft)

{i}

t) lVà leüiart genftrqPf€f Preeeedr¡gs,-€ellef has n¡ nel¡se o- líneï.ledge th*-nj.teraflt ef tl'e FreÞ€rry is the sgïeet eÉ s.,@
(k)

tl}

{+B

rqfreÊefrtaþnsi¡ndHe
.

b'teítþ¿'r+adfhef€1ft
++e

+ê+
ion_of

YJafr^nty as lê,the ssftioìÞñeyi aôeUË-Ei oo¡nFleþness¡ and/er vdld¡ty of sald dôeÞmeñtù åll ef wlr¡ôl- Euyer reHes'€'l êt{t6 ewn--rîÊ'r-86llor

9rppe4F
13- Possesslon.
Þossesslon of the Propeny shall be glven to Buyer al lhe Closlng sqbJec! to lhe rþhls ol lenanls under Existfng Leases.
4+ 8rryer?i-Enfryr

¡em

-ilvt*-
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matedats*rnisl"€d wilh re¡-eat ta{he+reFç¡v by er leFÈuyer shall be Fa'd fer by Buyer as-ûf,d when dce and B$'er sl-all lndemnlfy, defend,

15, FurtherDocumenlsandAssurânces.
The Pa¡ties shall each, dilþenfly and in good failh, undertake all actlons and procedures reasonably required to placo tho Escrow ln condilion for
Closing as and vrheh requlred by thls Ágreement. The Partfes agreo to provlde all further lnformalion, and to executê and deltuer all furlhér
documenls, reasonably required by Escrow Hofder orlhe Title Company.
f6. Altorneyq'Féês,
lf any Party or Bþker bdngs an acllon or proceeding (lnclu¡fing arbitrallon) lnvolving the property whettrer founded ln tort, contract or eqjlty, or to
declare righls heieunder, tho Provaillng Party (as hereafter dellned) ln any such proceeding, actlon, oÍ appeal lhereon, shall bè éntiite¿ to
reasdnable altofneys' fees. Such fees may be awarded ln thp same suit or recovered Ih a separale suit, whether or ngt suqh aclion or proceeding
is pursued to declslon or þdgment. The lem "Prevalllng Party' shall lnclqde, H,ilhout limítåtion, a Party or Broker who substanliaily obtains o-r
defealÈ the relìef sought, as the case máy be, whelher by compromlse, setllement, judgment, or the abandonment by the olher Parryãr Broker of
its claím or defense. The altorneys' fees award shall not be computed in accordance wilh any court fee schedule, l¡ut shall be such as to fully
reimburse all atlorneys' fees reasonabþ incuned.
17.'Pr¡oiAgreetilents/Ämendmènts.

f7.1 This Agreemenl supersedes qny and atprior agreemenls belween Seller and Buyef regardlng úe Property.
17.2 Amendments lo lhls Agroement are effectlve only íf made ¡n writ¡ng and executed by Buyer and Seller.

f8. Sr€lteÉs-R¡ghls"
l+¡

{€*
19. Notlces.

19.1 Whehever any Partyr Escroi¡ Holdor or Brokers he¡eln shall desire ts g¡w or serue any nolice, demand, reqrJest, apÞroval,
disapproval or oÌher dômmunlcatíon, eqqh such.communication shali be ¡n writ¡ng and shall be delivered porsonally, by messenger or by mail,
Þostage prepaid, lo the adÉess-sotfqrlh in.this. Agreenrent or by facslm¡lè lrânsmlssion, electronic signature, cliglht siþnature, Or emall

19.2 Servlce of any süch',communicatlon shall be deemed mâdo on,fhs date of aclual.:reêeípt I p€rsonally,dellvered, or transmitfed by
faesimile transmission, elêcfronic signaturé. digital sþalure, or ema¡|. Any such cci¡nmirnlcalibri sent by iogufar mã¡l slull be deemed gív€n aé
.tiouis afler lhe samsl! màiled; communicatlons sent by United States Express Mail or overnight cour¡er:thaigûarantee nêxt day ¿drivbryifråri¡ã
deemed deliveted 24 hqurs after dellvery of lhe samg lo the Postal Servico or courlgr, lf such comr¡unication is ieceived on a Saturday, Sunday
or legal holtday, it shall bedeemed received on lhe nextbus¡ness day.

19.3 Any etrty 9¡. !19_ker hereio may froT lime lo fime, by net¡co in writing, designate a differenl address to Whjgþ., o¡ a. different:frorson or addlionat pìèiso-rié iô:wtrom, all commuäicälions are thereaft-er toibe niade.
20. Duration ôt Offer,

20.1 ,if thís ofier is not acceþled by Seller on or bêfore Si00 p.lúl. according to lhe lime sfsndard applicable lo lhe city
on lhe daie of

oî

'lt shall bg.dee¡¡gd aulornatlcâlly revoked-
2A2 Fhê acceptance of thls offer, or of any subseguent couritet'offer ,hereto, that creales. an agfeement

descríbed in paragraph 1,2, shall be deehed made upon del¡vêry lo the other Party or eiher Brokêr hereln of
unconditionally acceplingil!re,last outsta[d¡ng :öffer ü counteroff€r.

be-tween thq Pafies as
a du$ executed writing

27. HeUS+TEÐI$A{¡*eFS @h++sÞÞti@

gHÞÊn T

Æ sËÞ FrcM nrHEn

¡tn; 8",----- r¡mif-
?2' AHBITRATION oF DlsPUTEs. (This ArbìlmtÍon ol Ðlsputes paragraph ís appliæble only íî ínitiated by boìh Pafiles,)

Ê+f 
^l'¡Y 

egNrlevEBsY ¡s Te WHETPER eEt+-A lg Ë^¡T,TrEd Te T¡,tE UQgtE^-EÞ gÁÀ#mEs, ÂHEI/SF BUYER,|S

ES /rS EXrnESgÈB
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Ê.FTHFE.AREITRArcN E^{ÐEREE WITHIN

FARÀÊRAPIHç HÉREêF dUBGMEI¡T MAY BE ENTEFEÈ eN-THE /\li1+1RB lN lllry €OURT ÊF GêMPETENT JURtSsÊT€r¡
NHÊ,T€ 1trPB\RTHFEe€ie eEEÞ$¡es €r ¡^tr :Ne

BAR AEA¡NST AT¡Y ACTIêN BY BSYEFFER ÐAMAEES+N$'ER€PEEFIE IERFêBMANê*
eeíi

EtffR r 
^RBm^noN ^s 

P0
€'AtlFeFÞ¡ìA+i\W ¡¡'¡Þ Yeg ¡iFE et¡/Ne Un

8" TRô ETê€UBM

IN+HEf BBlTn^Tþ]¡eFÞt$

28. Miscellaneous.
É+.+

@
4gf€eftÊ€å+il€-ê{e€ule*

r2&e

*qPrêÞeíjÊ¡€{€€
23.3 Time of Essenqei Time ls,of tha essence of lhís AgreeryenL

. zg.4 counterparts. Thlç Agreement may be executed by Buyçr qnd seller ¡n countêrpaÉs, each of ¡vhfch shalt be decmed an ôriglnal,
and all of whìch together shall cohsl¡üJtê one arìd lhê same inslrument. Eqcrow Holder, alter verlfylng lhal the condterparts are identiçêl e¡fc9pt for
lhe slgnatures, ls authofzed ¿ind insl¡ijcied lo comblhs the signed signalure pages on one of the counlerpahs, v,,ii¡ct¡ .shan then constitute the
Agreenient.

23:5 WaIiTeT of JÈTJ T¡iaI, THE PARNES HEFEBY WAÍVE THEIB FESPEG.TiVE RIGHTS TO TaIAL BY JURY IN A,NY AGTION oB
PROCEEDTNG INVOLVING THE PROPERTYOR ARISING OUT OF THIS AGREEMENT.

23.ô Gonlllct. Any conflict between the printed provisions of thls Agreeinent arrd the q/pel¡,ritten or handarilien provislqns shall þe
cOntro!led by the fypewdttsh Õrha¡dwdtten proviqÎgns. Sellèr and Buver mq$i lnillal any and atl halldwlllien Rr.gylslqns,ea..7 ;@
¡ee+ex*ang

'er€hfiCe'
23.8 Days' Unless otherwlse speciflcally índicated to lhe contrary, the word "days" as used ln lhls Agfeerneht shãll mêaR ând refiri to

calendatdays.
24, Dlsciosures Regard¡ng Ì.he Nature of a Real Estatê Âgency Relattqnship.

e+*

ãê
{a) 8€ll^r'€rtf6¡É^,Seilefèagenßsndsr,allslingågr€.emeúlwill'theSeller,êetsasihe.ârgeñt'orthesêllerody,^Sellgfç€gentrtF

@r

tfæ€et{rrH}eþovà
{.e}
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,s-€dìei

;
;€e{,er€r+syer+rm

åss-{hei

{i¡mÞelenlF,lfui€,Fet:
(4 füd?er 9,þl-süres Th-eugheut,üú^ tr-nsaot¡€r BËlerÊnd Eel'er ma!' réeeivemore than ene dis€,esurerdeÞendhg uÞen lhe

ltte€tørd+{hai*rctár€er€fft+nÊ..$eì{er€ei.4t o
,€€H+€fly<{efusrl

-,ia lity_€ne¡ud¡fig+rud

e4,s 6o

@be.seþfldentlaL25i- çonçIlrrcl¡òr¡'<tf Agreelent. ln coñslru¡hg this Agreement, all headings ànd litles are for the convehience of thi parties only and slrall
nq! be considêred a part of this Agreemenl. Whenêver requfred by the context, .the singular shall lnclude lh€ plurâf,end vlce versa. Tfris
Agreement shâll not be constiued as lf prepared by one of the Parlles, br.rt rathêf açcordino io lts fair meanlng a" 

" 
*holu, as lf bolh partles had

.preÞarsd it
26. AdditionalFr,ovisions:
Addltlonal provlsÌons of this offer, If any, are as{ollbtJs or are allachgd hereto by an addendurn or addenda coÌlstqling of paragraphs À¡G
Sþegh ãND 1116 . (lf there are no ¿dditional provisions write 'NONE ,)

trhe fÃddendtirn Ío Standard Of,fêr, ÀtrreEr,nent..an4 EÀê4ow Instfuòtlons for pu¡chase of Real Estate'

ATIENTtoN:NoFEPBEsEN.IÀTloNoRREcoMr'ENDATloNlSMÀÐEBY
Ar'lY EROKËB As ro THE LÉGAL suFFlclENcY, LEGAL EFFEcI, oB TAx coNsgauÈNèEs oF THts AGÊEEMENT oB THE
THANSACNON To WH]CH IT.BELATES. THË.PARTIES ARE UBGED'TO;

l.sEEKADvlcEoFGouNsELASToTHELEqALANÐTAxcoNsEoÙr¡¡ffi
2' ÊETAIN APFRoPRIATE OoNSULTANTS To HEVIEW A.ND INVEsTIGATE THE coÑorrro¡¡ or ruE pRopERTy. sA¡õ
INVESTIGATION SHoULD INCLUDE BUT NOT BF LfMITED TO: TflÉ PoSsIBLE PEESENCE eF HAzABDoUs SUBSTAN6E5, THE
zoNlNG oF rHE FHoÞERTy, THE lNTEcRtrY AND coruÞrnoN oF ANy sinuciunÈs-Ãr.'¡ô opÉiÀn¡¡a sysrEms, ANB THE
SUIT.ABILITY OF THE PFOPEBTY FOF BUYEB'S INTENÞED USE.

WARNING:,lF TllE PROPERTY lS LOCÄTED fN A STATE OTftER THAN CALIFOHNIA, CEHTATN FROVTSTONS OF THIS AGREEMENT MAy
NEED TO BE REVISED TO COMPLY WITH THE LAWS OF THE STÀTE IN WHICH THE PROPERTY IS LOCATED.

NOTE¡
7. THIS FORM IS NOlFOR USE II\¡ CONNEC.NON WITH THE SALE oFñESIDENTIAL PBoPERTV.2' ¡F EITHEB PARry ß A COFPORATION, IT IS FECOMMENDED TfIAT THIS ÁGREEMENT BE SIGI{ED BY TWO

COEFORATE OFTFrcERS,

.'t(ÆJ/
R;- PAGE ro oF r1

¡f,¡lTlALS
@2003 - AIF coMMEBcIAL ttåtiTå[5-i*ilf]îlto?'lroro 

ou,* Miþ Roád. Frasü. i,rbr¡rsar 48028 twv.zipløix.øm
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The undersigned Buyer offers and agrees to buy the Þroperty on the terms and conditions stäted and acknowledgos recelpt of a copy
hersof.

ÈRÕKËR: BUYEF:
À1fred and Bèrbata sâtrtoÉ Trust, dãtêd Feb 10,19?9

Aftn:

Tílle:

Address:

Telephone:
Facsin¡lle:

Tltle: ÍRUslEE
Telephone: 1,5621 154-3733
Facslmlle:

Emaill

Federal lD No-

Broker/Agent BRE Llc€nsâ #:

Name Pilnted: BÃRBÀFIã st¡.N.Fôs

Tllle: TRttSfEE
Address: 311d PÀYNE RåNCR.RD, CäINO I|ILLS gÀ

Telephone:

Facslmile:

Emall:

F,ederat lD No. 556-62-1222
?,7. Accqplance,

27.J Seller accopls lhg foregolng oJler to purchase lhe Properly and horpby agrees to sell lhe PrÕpërty 10 Buyer on lhe tems ahd
cotrdìtions therêin specifled.

Ê?.4 hr+^nsíderatlen sfueaÍestÊle þre+rerage cervlèe re

a-sm-cqtraF+o 4'o ef the Purdha¡^-.-ffi-be-dlúlded þelveenthe.Brpfbrr*as fellews: SelleÈs Brelfer ' " 84..4ñd
geyer+*s*e* iLjtrfs-Agreementsshal' ,e erve as an Ineveeable lnstñre$gtï'tê,Es€Fêt.ÈHelqer; te,pÊùÈ€seh Brorêrage-Fee le
æfigieou+€ d

27:3 Selfer acknowledges,ieæipt of a copy herêof and authÔrlzes Brokers to del¡ver a slgned copylo Þuyer.

NoTÈ: À PRoFERT¡'NFoBMATIoN SHEET ls hEoUiRED To BE DELIVTÈEO To BUYER BY SELLER UÑÞER THI6 ÁE.¡{EEN¡CNT,

BRÔKERI SELLEH:
SJ l¿EDlCA¡¡. llc

Name Pdnted: A FBED s4ETOs

Attn:

ïtle:
Address: Name Prinled:

TeleÞhone:

Facsimlle:

Emãll: Emall:

Federal lD No.

Eroker/Agenl BRE Lic€nse #:

Name Prlnled:

Tltle:

Address:

felephone:
Facsimile:

Email:

Federal lD No.

@2003 . AIF COMMEBCIAL FËAL ESTATE ASSOCÍATION
P¿odkduilh zipForn(Ðby dpl-oglr 18{¡70 Flfleen Mie Bød, Fßser, bl¡chlgañ 48026 r'¡Âr[.zlotækffi

Exl"ribit

Bv:

Dale:

NOTICE: These forms ar€ often ¡frodffied lo meet changing reguirements of law and lnduslry needs, Always v¿rile or call to make sule
you are utifizing ths mosl eurrenl fot¡n: AIB Commetclal Real Estale Ássoclal¡ôhr 500 N Brand Blvd, Sulte 90Q, Glendale, CA gl203.
Tefephone No, (2131687-8777. Fax No.: (2ls) 6828616.

@ Gopyrighr 2003 By Àlh Gomrnerclal Real Estate Assoclallott.
All rlghts reserved,

No paÉ of lhese works may be reproduced in any lorm wlthoul perm¡ssion in writing.
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S.J. MEDIC::AL LLC
PERS ONAL PROPEI.I.TY INVENTORY

(Located at 1695 San Jacinto Ave.,
San Jacinto, C,a Suite G¡

L Leather Couch 
l

L Conference Table with 4 chairs

1 Desk with 2 chairs 
l

i

1 End Table 
'.

Items were purchase by s.J. Medicar LLC i' 2oo7 forapproximatery g2,300.00.

EXHIBiTT I

Exh'ibit /
Page s3
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This Addendum (the "Addendum") to standard offer, Agreement and Escrow Instructions for purchase ofReal Estate (the "Agreement") is entered ina q-,¿i{;itäi?:..mber, 2016,byand berween Alfred andBarbara santos Trust, dated Feb 10, l97g (ttre 'gìiryer),ã¿ s J Medical, LLC, aCalifomia LimitedLiability companv,as the Reorganized Dettor *;í;píil'iåur. number 6:t¡-bt<-zssgg sc (the .,seller,,
or "Reorganized Debtor") pursuãnt to the terms and 

"än¿itions 
as foilows:

t,

{' The Reorganized Debtor is the owne.#.f#*l p.9l?nl commonry known as 1695 san JacinroAvenue, san Jacinto, califomia g2sg3-sr01 ApNi 43g-fii_02g (the..property,,).B' on september 16:29l1,the Reorganit"¿ nruìlr rrr.ã'J*l"nrary petirion seeking retief underchapter l l of ritle l1 of the united s;ut", B""kdi;;õ;ir;", bankruptcy case number 6:r3-bk-25500 sc(the "Bankruptcy Case"). 
:c' on November 20,291::the Reorganized Debtrrr filed the Debtor's chaprer i I Liquidation plan DatedNovember 20,2014 as ECF Docket Ño. lzs rtrt{;r'];;; 

'Tiå pr* proviaås fo, ttl sa. of the propertyand the distribution of-the sale proceeds to pay u :'allow"a ðjui*r', as definecl by the plan.

3¿fË#,äi\l:.,u?r'.t,the 
oråer conrirm'ini,r* prä-** 

"ü"r"¿ by the nuni.*pi"y courr as

E' In November 20l,6,the Buyer expressed i:j"t3i, in purchasing the property, including certain personalproperty located in Suite G of the property. The R,¡orgãnir.¿b"Uto, p.ouiO"áinfoàation requested bythe Buyer' including copies of all leases for the P*p.ö.-ih; Bry". obtained an appraisal and conductedphysical inspection(s
Þ 

.o,, 
o, a¡äut p";;ài!:i-Tîi"äË'$ffiå:ff,,1åii:iå-"..ï:;lLü5ï'"d 

anizedDebrorG' As required by sectionS63 of the Banlauptcy (l)ode, the R.'org*ir.d Debtor wiïl ,equest, subject tooverbids, entry of an order bv the u.s. nanrouptóy iil;-uitl;iãng the r¿" årirr.þroperry includingcertain personal property identified in the Agr."r"".,rt.

.

1' ++*1"ï:..ïh" o**ffis to be paid by rhe Buyer to ReorganizedDebtor as follows: 
;a' Good Faith Deposit: upon execution o.fithis Agreement by all parties, Buyer shall provideReorganized Debtor with a good faith deposit ii t¡.-u*ount of one Hundred rhousand Dolla¡s($100,000'00) (the "Good puith o.rog'i);J;;;tàbt" u, instructfiin writing by ReorganizedDebtor' rh9 

!o-oa ruith o"pãsit ilillG:iet¿ in írJ"li"nt rrusr account of counsel for rheReorganized Debtor until thã sde of the 

'pt"p..ly 
ir approved by the Bankruptcy courr.b' cash at cloling'^PïY.". will pay Reorgairized nlútor riu" Million rrr.""rruo¿red rhousandDollars ($5,300,00.00) at the Cl,osing. 

" 
,

2. U.S. Bankruptcy Court Aporoval. Sale.Ordetl giddinq procedurc . The Buyer acknowledgesthat the sale of the Property *-d* th" Agre"j"*t Ñffi"t to Bankruptcy courr approval and tohigher and bener overbids by qualified ùdd..r, un¿ ifrjif," fropertf i,iiíU" ,"1¿ ro rhe highesr andbest bidder at an auction to be ðonducted u, ,o" tir* åîtrr" eunr,*ptcy court hearing on the morionfor authority to sell the Property (the ",{uø¡c,u;'j.-îrt" riå" ryanzedolbtor sirau nle promptly in rheBankruptcy case one or more motionsftiãr-s;"J;-t;p"r"ã orders, ag"in.i *ith all necessaryrelated pleadings, including a motion seeking: *t y àrán orfel.1q{rårizÏd;h" sale of the properryunder sections 105,363 and 365 of the eu"Ë,*ptrí ðJ" an" "sut. örã#f*o 
" 

morion seeking

Exhibit /
P^su - 5iF-
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entry of an order approving bidding proceidures (the "Bidding procedures order,,) requiring that:(i) bids be all cash; ¡ii¡ any initial Jve¡bid,b. i",h" r.ãiLo*, of the purchase price plus no lessthan one Hundred rhousand Dollars ¡sroo,ooonot ó additional bid increments shall be in theamount of at least $50,000.00, and (iv) Btye. sr,urrïÈ píovided the opporrunity to amend,supplement or otherwise modifv its'ofÎer iin response tåty ou.ruid ãithe e*ii"". îiiË ni*n"r,and best offer, as determined by Reorganitrr¿ d.uto. in it, ,ol. discretion, is submitted at theAuction by a purchaser other than the-Bul;er, the neorgä¡ze¿ oeutor;ült;;;;" approvat of theBankruptcy court of a sale order naming sucrr otrrer fwcrraser as the buyer, be entitled to close asale pursuant to such other offer. If Reoigianir.¿ o"äo, consummates a sale of the property to aperson or entity other than Buyer, Reorgaaized Debtor shall pay Buyer ut th. .toring of thetransaction a break-up fee of $20,000.0õ tci,cover its Ju" crii"nr.exp";selln"tuaing legal fees,appraisal fees, inspection fees, interest on irts Good Eaitt o"posit andìelated-costs incurred byBuyer (the "Breakup Fee")- upon entry oÍ'the s"i. ot;;; authorizing a sale oithe properry ro apurchaser other than the Buye{ the Reórga;nize¿ Deuiàr shatt retum tîe cão¿ paith Deposit to theBuyer; provided,.however, if th" Buy", rr!s1 u¡en ã*it""ä¿ by the Reorganized Debtor as rhe"back-up bidder", the Buyer shall reiurn thi: Good Faiîh Deposit to the Buyer upon the earlier ofclosing of the sale to the highest bidder ot r'".*inuti*'äLr,ã period in *rri"r, niryer was required toserve as the back-up bidder. 
.

3' Escrow Instructions' The Agreemenl the ¡iddendum, and the sale order shall collectivelyconstitute the instructions to Escrow fo.r theictosing oiilr.l: of rhe propeJylin" ..cloring,,). 
Anyfi:rther insrructions to Escrow musr be in witinf stg;;;y a[ parries to tf," Áeì"ement.

4' closine Date' Theclosing shall take placei' on (a) the date which is fourteen (14) days after thelater of (i) the date the sale order is ente¡eci;, o.,t(íi)it" ¿ute on which no stay of the sale order isthen in effect, or (b) such earrier dare as 
"erir.Ji;íy rhJËu,ti", 1..ctosinjnL";¡.

5' No Pest control Report or work. Reorganii¿ed Debtor will-not provide apest control report and willnot pay for any cor¡ective work. Buyer willireceiv" nà rràit for any 
"orri"iirr" 

,rork to theProperty. i

6' Buyer Has No contingencies' Buyer 
lfnoø.eaqes.fhat 

jt has No contingencies to the closing ofthe sale of the Property under the Ãgreemenit, incÏuding, u;, not limited to] no contingency ro obtainfinancing, no contingency for obtain-ing an riópr"ir¿ 
"i JJ.rring.n"y for physical inspections, etc.Reorganized Debtor will use its best 

"ifortr 
ä;h"itiËr,ãppa certificates from lessees undercurrent leases of the Properfy, however, the ¡,lrovision of e'sioppel certificates is Ñor a contingencyto the closing of the sare-of the property uooe. trr. ÀË.""ã"nt.

7 ' Refi¡¡d of Good Faith Deposit. The $ I 00,0ci0.00 Good Faith Deposit is refundable only if,a' The Bankruptcy Court does not enter a.Sale oraerapproving the Agreement; orb' The Buyer submits neither the highest bi¿ nor me seän¿ hilhest uiã-io pur"rrase the
lloperty as approved by rhe Salebrd:er; orc' The Buyer submits the second 

lisrrgqt b1d to purchase the properry as approved by the saleorder and the escrow for the sale of ü,re Propårty to it . t igt 
"rî 

uiá¿", ã-rãpprou"a by theSale Order closes; or j

d' Reorganized Debtor cannof deliver gcrod and marketable title to the property as set forth inParagraph t l.

.. ILXNIþIT '
pase fl -
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8' Real Estate Brgker's co4mission- The D:ebtor is not.represented by a real estate broker. The sellerwill pay directly to its real .ìtut. b-.ok"r ar;ry commissioífor trr, .uìá ;üu.il"re of the properry.No teal estate broker's commission will b,;p;iJ,il;eî'rh. escrov/ 
"stauiishe¿ 

for rhe sare of theProperty.

9' The Agreement is between Reorganized_Debtor and Buyer. Buyer shall have noright to assign the escrow, the Agreement,;or trans]fer the Property concurrently with closing withoutconsent of Reorganized Debtor.

10' Title Insurance' The title insurance policy¡shall be subject onry to liens, encumbrances, clouds andother matters as may appeã on the nrerjmi¡rary tirl" ;;;;, that are not ío u. ,"*orr"o at rhe close ofEscrow' and have not ùèen objected^ to by ì,Ìuyer. srrofu¿ n.organized nebto. be unwilling orunable ro eliminate those rirle;atters disa¡,rpi";:{üB,ry"1.urãp9¡r", Reorganìzed Debtor mayterminate this Agreement or; should Reorg,ìnized o"uioiail to deliver good and marketable title asprovided above, Reorganized Debtor 
". 

B;t;r *uy àr*ir"1. this agreJr"*. in either case, theGood Faith Deposit shail be returned to Bujyer, *á gr;"îrhalr havåo ;r;;;r" againstReorganized Debtor or any anorney inuoruåJInìrrìr"tä,i*"tion.

11' Limitations of sale' The parties acknowlecige that due to the unique role of the Reorganized Debtoras the seller of the Propertv for the benefit rîdr;;trorsîol¿ing Allowed ðiái*, under the plan,there are limitations as-to the extent, typ" r;r¿;il;;*;th" Agr""*ent underwhich theReorganized Debtor will convey trie rropeat¡ R;"*ild Deb-tor pr"p";", t" sell the properrysubject to certain limitations. 
-The 

partiei *ilñ;;ìñä tn.y unåersiand tt á ,".*, under whichthe Property is ro be conveyed *uy.,,ury rulj;ãtt;ìly-;äri rfr" normal customs anA kade wirhin rhe¡eal estate industry. Exce4 where-expiesrl:. m"n¿utáJUy op"rurion of law, the Buyer consents toany such modifications and amendments. i - -J -

12' Purchase without w-ananJies. Buyer ackno;wìedges that it is purchasing the property fromReorganized Debtor "AS lSTwitháut warr düil;ïino, è*pr.rr.*il*l;¿d, being given byReorganized Debtor, concerning the coniitit¡n;f ilËr"p"iv o¡ the quality of the title rherero, orany other matters relating to the Property. Ei,uyer *pt*ããir and wanånts tiai itis purchasing rheProperty based on its own investigatìonr *é i; ;"iilt;ü-lh" prop"ny pursuanr ro anyrepresentatíons made by any broker, agent, eccountani 
"tiotg¡, emplãyee, managing member, orotherperson orprofessionai acting ár i¡.-ãi1¡"i."'*ä"Tälraliorneore;iråäö"utor. Buyeracknowledges that Buyer has inspãcted the Iroffi;; õ"r crosing oîer"ro* govemed by rhisAgreement, Buyer forever waives for itself, .ltr i"irr, ,r"r"irorc and assigns, all claims against theReorganized Debtor, its anorneys, agents, **lor;;;, i"ãä*uging members, arising or whichmighr arise in the turure 

"on."áingih" ti..f.,íifi 
-vv' q¡u ¡¡¡

13' Hold Harmless' Buyer understands the termri-of the Agreement and holds the Reorganized Debtor,its agents, managing members, and attorneys¡harmless-from any liabilities arising from thisAgreemenr. AII parries further agree, joint'þñJ;;;;;;iv,ìo 
ou, on demand as weil as toindemnifu and hold Escrow harm-less irom 

!r.rd against uf áostr, damages, judgmenrs, attorney,sfees, expenses, obligations and liabilities.f ;ùî;J;;;;. which ii g*¿ äiit, pr".ow mayincur or sustain in corurection with ot uririne,;íi;il; il;;;* and Escrãw is hereby given a lienupon all the rights, titles and interest of eacñof tht""ã;J;;ed in all escrow papers and otherproperty and monies deposited in this €scrow;, to protect thË.ìghts of escrow;J. indemnify andreimburse Escrow under this Agreement. In ,:h" ;;;äirirrro* is not completed for any reason,

Exhibit /
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Escrow is authorized to deduct and pay its'fee, plus costs incurred from any funds on deposit.

r+.W.Aildisputesarisir.rgfromthisAgreementorrelatinginanywaytothe
Property shall be ¡esolved on in the Unitei States Bankruptcy Court for the-Central District of
California" Riverside Division.

BUYER: I, the Buyer herein, have reviewed the ltgreement referenced above and this Addendum and
understand the terms and conditions set forth therein, and further agree to purchase the property pursuant to
said terms and conditions.

DATE: ! Z- Z.l -lb

DATE: iz-^'zl')b

Alfied and Barbara Santos Trust,

SEITI1ER: The Reorganized Debtor agrees to sell the Property pursuant to the terms and conditions set
forth herein and subject to the approval of the Banl,,ruptcy court.

SJlledical,LLC,aCali ity Company

DArE:l *ltr/t t,
h

Managing

/Exhibit Í
Fase 57
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PAMELA J. ZYLSTRA - State Bar No. 147977
PAMELA JAN ZYLSTRA
A PROFESSIONAL CORPORATION
181 I I Von Karman, Suite 460
Irvine CA92612
Telephone: (949) 222-2000
Facsimile: (949) 222-2022
email: zylstralaw@gmail.com

Counsel for S.J. Medical LLC,
Reorganized Debtor

FILED & ENTERED

DEC 30 2016

CLERK U.S. BANKRUPTGY GOURT
Central D¡str¡ct of Callfornia
BY hawkinso DEPUTY CLERK

Case No. 6:13-bk-25500 SC
Chapter 11 Case

ORDER ESTABLISHING BIDDING
PROCEDT]RES FOR SALE OF REAL
A¡ID PERSONAL PROPERTY OF THE
RX,ORGAI\IZED DEBTOR AND
SETTING HEARING FOR MOTION
F'OR ORDER AUTHORIZING SALE
AI\D AUCTION
IECF Docket No. 243]

Date: December22,20l6
Time: 9:00 a.m.
Ctrm: Video Courtroom 225

United States Bankruptcy Court
3420Twelfth Street
Riverside, California 9250I -3819

ISPECIALLY SET BEFORE THE
HONORABLE MARK S. \ryALLACE]

TTNITED STATES BANKRT]PTCY COT]RT

CENTRAL DISTRICT OF CALIFORNIA

RIVERSIDE DIVISION

In re

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

Reorganized Debtor
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The NOTICE OF MOTION AND MOTION FOR ORDER ESTABLISHING BIDDING

PROCEDURES FOR SALE OF REORGANIZED DEBTOR'S REAL PROPERTY;

MEMORANDUM OF POINTS AND AUTHONTIES AND DECLARATION OF RICHARD

ANTHONY IN SUPPORTfiIed as ECF Doclcet No. 243 (the "Motion") was specially set and

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

December 22,2016 at 9:00 a.m. in Video Courtroom 225 inthe 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 telephonically on behalf

of U.S. Bank N.A. Marc C. Forsythe, Esq. appeared telephonically on behalf of Forsythe & Goe

LLP. Pamela J. Zylstr4 Esq. of Pamela Jan Zylstra A Professional Corporation appeared on

behalf of S.J. Medical, LLC, the Reorganized Debtor. There were no other appearances at the

hearing.

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

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

United States Trustee pCF Docket No. 245l,the Statement of Position of U.S. Bank N.A. in

Response to the Motion [ECF Docket No. 246], and the Declaration of Pamela J. Zylstra filed in

Response thereto [ECF Docket No. 248], and having considered the statements, arguments and

representations of counsel made at the hearing and the entire record and finding that all

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

THIS COURT FINDS AS FOLLOWS:

A. The Motion is granted;

B. The ofler for the Properly is $5,400,000.00 all cash;

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

thereafter to be at least an additional $50,000.00;

D. Procedures for the auction sale and bidding are approved in the form attached

hereto as Exhibit "1" (the "Sale Procedures"); and

Exhibit
FaEe
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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.

###

tn4 aJ,,! W|*AQ*.--
M*L S, W"ll'"*
United States Bankruptcy Judge

Exhibit 2-,

: December 30, 2016
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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 off,rce building with
18 medical office suites for lease. The proposed sale of the Property includes the personal properry
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,

7979 (the "Buyer') pursuant to the Standard Offer, Agreement and Escrow Instructions for Purchase of
Real Estate (the "Agreement") executed on December2l,20l6 (the "Santos Agreement').

3. Continued Marketing of Property. The Properly 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,lL,zDl7 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 O_ualified 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 JanZylstr4 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') \¡/ill be held in trust in the PamelaJanZylstra
A Professional Corporation client trust account; and (b) fïle evidence with the Bankruptcy Court
demonstrating to the satisfaction of the Bankruptcy Court that they qualiff 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, Fifttr Floor Courtesy Box,
Santa Ana, Califomia 927 01.

6. Bids Nonrefi¡ndable 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.

Ëxhibit /¿
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g. Auction procedures. If more than one Qualified Bidder satisfies the requirements described above

*o uppr*, ut tn" Ár"ti"", the Court will randomly assign bidding numbers to the bidders. The following

is how the bidding will woik by example if there are three Qualified Bidders at the Auction. The bidder

*no i, assigned gi¿der #1 wilibe required to submit the first bid, unless the Buyer is assigned Bidder #1,

in which cÀe the bidder who is assigned Bidder #zwrllbe required to submit the first bid. Any initial

overbid must be in the total amountãf the Purchase Price plus no less than One Hundred Thousand Dollars

($l00,000.00xthe..Minimum Overbid'). Once a bid equal to or greaterthan the Minimum Overbid is

ìeceived, tnaíui¿ will be deemed a qualified bid and the bidding will thenprogeed 
19 

the bidder with the

next number in sequential order. Rdditional bids must be in the amount of at least Fifty Thousand Dollars

($SO,OOO.OO). If the next bidder fails to submit a complying bid it will be eliminated from the Auction and

witt not be permitted back into the Auction thereafter, The bidding will then turn_to the bidder with the

next numbJr in sequential order and then return to Bidder #l andcontinue, with the same requirement for

bids in the amounfof at least 550,000.00, until all bidders but one have dropped out of the Auction at

*t i"t point rhe bidder who made the highest bid will be deemed the highest bidder. The bidder who

submitted the second highest bid at the Ãuction will be deemed to constitute the winning backup bidder.

The Buyer may modify-th" s*tor offer as to the amount of the purchase price in response to any overbid'

g. Determination of Hig:hest Bid. The Reorganized Debtor will decide which bid made at the Auction

i, t¡" ni@erff 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 **i¿o up@ to the winning bidder at the Auction will be February 14,

2017 at 1:30p.m.

11. Deadline to Close Sale of property. Subject only to entry by the Bankruptcy Court of the order,

tr'"@ilthedatewhichisfifteen(l5)daysaftertheentryoftheorderapproving
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-refunáable portion of its Bid Deposit unless the Reorganized

Debtor or the Bankruptcy Court grant the winning biãder an extension of time to close. If the winning

bidder fails to close aid îorfeits the non-refundable portion of its Bid Deposit, the winning backup bidder

will be notified and will then have five (5) days to ciose its purchase of the Properlry or will be deemed to

have forfeited its Bid Deposit unless the Reorganized Debtor or the Bankruptcy Court grant the winninq

backup bidder an extensi-on of time to close. Íh" gi¿ Deposit of the backup bidder will be retained by the

Reorginized Debtor following the conclusion of the Auciion and will be returned to the backup bidder on

the cl,osing by the wirming 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 Bankruptcv Court. All Qualified Bidders will be deemed to have consented to the

co."¡ and to have waived any rightto a jly trial about any disputes

reuæa to the Auction or ttre mãtion for approval of the sale of the Property. The Santos Agteement and

all modifications to said agreement regarãing purchase price and identification of buyer shall be governed

by and construed under thã laws of thã Stare of California. All Qualified Bidders will be bound by their

bids until conclusion of the Auction.

Exnibit L
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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.

hxnlp
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SUITE TENANT
ORIGINGAL

LEASE DATE

TEASE

EXTENSION

DATE

LEASES ASSUMED PER PLAN CONFIRMATION

A AK MANAGEMENT

B&F RADNET MANAGEMENT

C D & E RANCHO PYSCIALTHERAPY

G VACANT

H VACANT

I DRASHOK

L DR. BROWN

O DR. GUADAMUZ

A AGHAPY PHARMACY

4/tlzOtL
4/30l2OLL

7/1./2013

4/23/2O1.L

sl26lzoto
6/1./2Or3
Ll3l2OLL

tlL/2OL4
NOT EXPIRED

NOT EXPIRED

3/4/2Or4
3/6l2oL4

NOT EXPIRED

3/4/2Ot4

LEASES SIGNED AFTER PLAN CONFIRMATION

J LAB CORP OF AMERTCA 6/1.6/2009 LO/rs/2O16

K M N & I.1 HEALTHMEDICA 5/L/2OL6 NOT EXPIRED

p UNTTED HEALT CARE 3/t/2OO9 8/L/2O16

A

TENANT ADDRESSES

DR. KOKA

1695 S. San Jacinto Ave., Suite A

San Jacinto, CA. 92583

Attn: Mr. Koka

lkoka@aol.com

RANDNET MANAGEMENI INC.

1508 Cotner Ave.

Los Angeles, CA. 90025

Attn: Jeffrey Linden

ilinden@radnet.com

B&F

C D &E Rancho PhysicalTherapy

24630 Washington Ave., Suite 200

Murrieta, CA.92562

Attn: Scott Schroeder

sschroeder@optim iscorp.com

Exhibit
VACANT
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KMN&I.1

VACANT

Dr. Nagasamudra S. Ashok

1695 S. San Jacinto Ave., Suite I

San Jacinto, CA. 92583

Attn: Dr. Ashok

email : trinitytra nsport03 @gmail.com

Laboratory Corporation of America

13L12 Evening Creek Drive South

San Diego, CA.92!28
Attn: Aaron Serber

email: serbera @ labcorp.com

Healthmedica, lnc.

22 Battery Street, Suite 510

San Francisco, CA. 94LLl
Attn: Nathan Sassover

nsassever@ hea lthmedica.com

Martha lzvemari& Dr. Thomas Brown

1695 S. San Jacinto Ave., Suíte L

San Jacinto, CA. 92583

Attn: Martha Brown

marthaizv(ô hotmail.com

Dr. Roberto J. Guadamuz

1695 S. San Jacinto Ave., Suite O

San Jacinto, CA. 92583

Attn: Dr. Guadamuz

doctorchiro@msn.com

United Health Care Services, lnc.

9900 Bren Road East, MN008-W310

Minnetonka, MN.55343
Attn: Adam Wilford, Director

email: matt.perrigue@am.jll.com

Aghapy Pharmacy

Sam Bishay

L6L0 S. Wabash Ave.

Redlands, CA.92373

Attn: Sam Bishay

aghapvrx@vahoo.com

o

a

Exhibit ã
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CLTA Preliminary Report Form
(Rev. 11/06)

Order Number: O-SA-5357850

Page Number: 1

lff¡ef.4srËrrnËn ?ifle

4 First American Way
Santa Ana, CA 92707

California Depaftment of Insurance License No. 151

Sandy Cordova

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

Anaheim, CA 92805

Phone:

Fax:

First American T¡tle Company

Valley Medical Building

o-sA-s3s78s0 (dt)

Debbie Tognetti
(7L4)2s0-8s79
(714)481-29s6
octitle3@firstam.com

1695 South San Jacinto Avenue
San Jacinto, CA 92583

PRELIMINARY REPORT

First Amerian Title
Page 1 of 18 Ëxhibit

Customer Reference:

Order Number:

Title Officer:
Phone:

Fax No.:

E-Mail:

Property:

In response to the above referenced application for a policy of tiüe insurance, th¡s company hereby reports that ¡t is prepared to issue, or
cause to be issued, as of the date hereof, a Policy or Policies of Tde Insurance describing the land and the esbte or interest therein
hereinafter set forth, ¡nsur¡ng against loss which may be sustained by reason of any defect, lien or encumbrance not shown or refened to as

an b(ception 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 Umitations on Covered Risks of said policy or policies are set forth in Exhib¡t A

attacnø, The policy to be issued may contain an arbitrction clause. When the Amount of Insurance is læs than that set forth in the

arbiùablon clause, all arb¡table matters shall be arbitrated at the optÍon of either the Company or the Insured as the exclusive remedy of the
parties. LimitÀtons on Covered Risks applicable to the CLTA and ALTA Homeowner's Policies of Tiüe Insurance which establish a Deductible

Àmount and a Maximum Dollar Limit of Liability for certain coverages are also s€t forth in thibit A. Copies of the policy forms should be

read. They are available ftom the office whió issued this report.

Please read the except¡ons shown or referred to below and the exceptions and exclusions set forth in Exhibit A of this
report carefully. The exceptions and exdusions are meânt to provide you with notice of mafte¡s which are not covered
under the terms of the tide insurance policy and should be c¡refr¡lly considered.

It ¡s ¡mpoÉant to note that this preliminary report is not a written representation as to the cond¡tion of tide and may not
list all liens, defects, and encumbrances affect¡ng title to the land.

This repoÊ (and any supplements or amendments hereto) is issued solely for the purpose of facilitating the issuance of a policy of tiUe

insurance and no liability is assumed hereby. If it is desired that liability be assumed prior to the issuance of a policy of tiüe insurance, a

Binder or Commitment should be requested.

Page 7O
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OrderNumber: O-SA-5357850
Page Number: 2

Dated as of December 09, 2016 at 7:30 A.M.

The form of Policy of title insurance contemplated by this report 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, LLC, a California limited liability company,

The estate or interest in the land hereinafter described or referred to covered by this Repot is:

A FEE AS TO PARCEL 1, AN EASEMENTAS 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:

Tax Rate Area:
A. P. No.:

$0.00
010-000
439-r12-028-8

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 roll:

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 Tttle
Pase 2 or rB EXh i b it
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Crder Number: O-SA-5357850
Page Number: 3

Document(s) declaring modif¡cations thereof recorded July 30, 2004 as Instrument No. 2004-
0596184 of Official Records.

Document(s) declaring modifications thereof recorded November 0I, 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 modifications thereof recorded January 24,2006 as Instrument No. 2006-
0053424 of Official Records.

Document(s) declaring modifications thereof recorded September 2I, 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, 20L5 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 pipelínes 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

First American Title
Pase 3 or r8 Exh i b it
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7.

8.

9.

OrderNumber: O-SA-5357850
Page Number: 4

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.

10.

11.

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, disabiliÇ,
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. 5 3604(c) or California Government Code

S 12955. Lawful restrictions under state and federal law on the age of occupants in senior
housíng 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 ofOfficial 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.

In Favor of:
Affects:

Dated:
Trustor:
Trustee:

Lender:

Eastern Municipal Water District
as described therein

June 01, 2006
S J Medical LLC, a Californía limited liabiliÇ company

Pomona Financial Services, Inc., a California corporation

PFF Bank & Trust

L2.

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 assignment recorded February 03, 2010 as Instrument No. 10-
51537 of Offìcial Records.

A document recorded April 19, 20L2 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
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Vage 7 
z

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 33 of 65



OrderNumber: O-SA-5357850
Page Number: 5

A document recorded July 30, 20t2 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, 20L4 as Instrument No. 2014-022786t 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,
sexualorientation, familial status, disability, handicap, national origin, genetic information,
gender, gender identity, gender expression, source of income (as defined in California
Government Code 5 12955(p)) or ancestry, to the extent such covenants, conditions or
restrictions violation 42 U.S.C. 5 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

L7. 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, whereín 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 seruitudes 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 poftion 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.

2L. 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 padies 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 oî Title 1 of the

California Corporations Code.

FirstAmencan Title .. 4
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OrderNumber: O-SA-535785O
Page Number: 7

INFORMATIONAL NOTES ï

Note: The policy to be issued may contain an arb¡trat¡on clause. When the Amount of Insurance is less
than the ceftain 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 exclusive remedy of the pafties. 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.

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, CAUFORNIA.

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

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 agreemenÇ
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.

1.

2.

3.

First American Title
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OrderNumber: O-SA-535785O
Page Number: 8

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 LIzOF FARM LOT 78 OF THE I.ANDS OF

THE SAN JACINTO |-AND ASSOCIATION, IN THE CITY OF SAN IACINTO, 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. T9362,
RECORDED IN BOOK 122, PAGES 57 AND 58 OFTHE COUNTY RECORDER, SAID POINTALSO
BEING THE NORTHEAST CORNER OF SAID FARM LOT 78; THENCE SOUTH B9o 59'04" WEST,
188.56 FEET ALONG THE SOUTH LINE OF PARCEL 2 OF SAID PARCEL MAP NO. 19362; THENCE

souTH 3to 27' 08" EAST, 36I.92 FEET TO THE EAST LINE OF THE NORTHERLY RECïANGULAR

u2 oF SAID FARM LOT 78, SAID POINT ALSO BEING DISTANT NORTH 00" 03' 08" WEST, 21.11
FEET FROM THE SOUTH LTNE OF THE NORTHERLY RECTANGULAR TI2 OF SAID FARM LOT 78;
THENCE NORTH OOO 03' O8'' WEST, 3O8.BO FEET ALONG SAID EAST LINE TO THE POINT OF
BEGINNING.

PARCEL 2:

ACCESS EASEMENT AS SET FORTH IN DOCUMENT ENTTLED "RECIPROCAL ACCESS AND
PARKING EASEMENT AGREEMENT AND GRANT OF EASEMENT' RECORDED JUNE 28, 2OO5 AS

INSTRUMENT NO. 2005-0509758, OFFICIAL RECORDS OF RIVERSIDE COUNTY.

APN: 439-112-028-8

First American Title
Page I of 18
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OrderNumber: O-SA-5357850
Page Number: 10

NOTICE

Section L24l3.I of the Californ¡a Insurance Code, effective January 1, 1990, requ¡res that any title insurance
company, underwritten title company, or controlled escrow company handling funds in an escrow or sub-escrow
capacity, wait a specif¡ed 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 Amerian Title
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FËrsf d¡uerr"cen ?i*fe

First Amer¡can T¡tle Company
4 F¡rst American Way
Santa Ana, CA927O7
(714)25G3ooo

First Amerban Title
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OrderNumber: O-SA-5357850
Page Number: 12

WIRE INSTRUCTIONS
for

First American T¡tle Company, Demand/Drafr Sub-Escrow Deposits
Orange County, California

PAYABLE TO: FÍrst American Title Company

BANK: First Amer¡can Trust, FSB

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

ACCOUNT NO: 3012500000

ROUTING NUMBER: I2224t255

PLEASE REFERENCE THE FOLLOWING:

PROPERry: 1695 South San Jacinto Avenue, San Jacinto, CA 92583

FILE NUMBER: O-SA-5357850 (dÐ

PLEASE USE THE ABOVE INFORMATION WHEN WIRING FUNDS TO FiTst AmeTican
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, ADDMONAL CHARGES MAY APPLY.

PLEASE CONTACT YOUR ESCROW OFFICER/CLOSER FOR INTERNATONAL WIRING INSTRUCTIONS.

AN ACH TRANSFER CANNOT BE ACCEPTED FOR CLOSING. BECAUSE IT IS NOT THE SAME AS A WIRE
AND REOUIRES ADDITONAL TIME FOR CLEARANCE.

FIRSTAMERICAN TRUST CONTACT INFO: Banking Seruices 7-877-600-9473

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 receíve 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.

FirstAmerican Title FXhibit
Page 12 of 18
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OrderNumber: O-SA-5357850
Page Number: 13

EXHIBIT A
UST OF PRINTED EXCEPTIONS AND EXCTUSIONS (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 loss or damage, costs, attorneys' fees

or expenses which arise by reason of:

(a) Any law, ordinance or governmental regulation (induding but not limited to bu¡ldingor zoning laws, ordinances, or regulations)

restricting, regulating, prohibiting or relat¡ng (i) the occupancy, use, or enjoyment of the land; (ii) the character, dimensions or
location of any improvement now or hereafter erected on the land; (iii) a separation in ownership or a change in the dimensions or
area of the land or any parcel of wh¡ch the land is or was a part; or (iv) environmental protection, or the effect of any violation of
these laws, ordinances or governmental regulations, eycept to the extent that a notice of the enforcement thereof or a not¡ce of a

defect, Iien, or encumbrance resulting from a violation or alleged violat¡on affect¡ng 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 exerc¡se thereof or notice of a

deie6, lien or encumbrance resulting from a violation or alleged violation affecting the land has been recorded in the public records at
Date of Policy.

Rights of eminent domain unless notice of the exercise thereof has been recorded in the public records at Date of Pol¡cy, 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 ¡nsured claimant and not

disclosed in writing to the Company by the insured claimant prior to the date the insured claimant became an ¡nsured under
this policy;

(c) 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 cla¡mant had paid value for the insured

mortgage or for the estate or interest insured by this policy.

Unenforceability of the lien of the insured moftgage 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 thereol 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 vest¡ng 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.

EXCEPTONS FROM COVERAGE. SCHEDULE B, PART T

This policy does not ¡nsure aga¡nst loss or damage (and the Company will not pay costs, attorneys'fees or expenses) which arise by

reason of:

Taxes or assessments which are not shown as existing liens by the records of any taxing authority that lev¡es taxes or assessments

on real propefty or by the publ¡c records.
Proceedings by a public agency which may result in Þxes or assessments, or not¡ces of such proceedings, whether or not shown by
the records of such agency or by the public, records,

Any facts, ríghts, interests, or claims which are not shown by the public records but which could be asceftained by an inspection of
the land or which may be assefted by persons in possession thereof.

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

Discrepancies, conflicts in boundary lines, shoftage in area, encroachments, or any other facts which a conect survey would

disclose, and which are not shown by the public records.

(a) Unpatented m¡ning claims; (b) reservations or exceptions in patents or in Acts authorizing the issuance thereof; (c) water rights,
claíms or title to water, whether or not the matters o(cepted 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.

4.

1.

2.

3.

4.

First American Title
Page 13 of 18

ENhibit

Fage I 7-.

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 42 of 65



OrderNumber: O-SA-535785O
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CLTA/ALTA HOMEOWNER'S POLICY OF TrrLE TNSURANCE (12-02-13)

EXCLUSIONS

In addit¡on to the Exceptions in Schedule B, You are not insured against loss, cosb, attorneys' fees, and expenses resulting from:

1. 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 B.a', 74, !5, 16, 18, 19, 20, 23 or 27 '

2. The hilure of Your existing structures, or any part of them, to be constucted in accordance with applicable building codes' This Exclusion

does not limit the coverage described in Covered Risk 14 or 15.

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

4. 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 to You at the Policy Date, but not to Us, unless they are recorded in the Public Records at the Policy Date;

c. 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 R¡sk 7, 8.e., 25, 26, 27 or 28.

5. Failure to pay value for Your Title.

6. Lack of a right:

a, to any land oubide the area specifìcally 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'

7, The transfer of the Tde to You is invalid as a preferential transfer or as a fraudulent transfer or conveyance under federal

bankruptcy, state insolvency, or s¡milar creditors' rights laws.

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

LIMITATIONS ON COVERED RISKS

Your insurance for the following Covered Risk 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'
The deductible amounts and maximum dollar limits shown on Schedule A are as follows:

Your Deductible Amount Our Maximum Dollar Limit of Liabilitv

Covered Risk 16: 1olo of Policy Amount Shown in Schedule A or $2,500 $10,000
(whichever is less)

Covered Risk 18: 1olo of Policy Amount Shown in Schedule A or $5,000 $25,000
(whichever is less)

Covered Risk 19: 1olo of Policy Amount Shown in Schedule A or $5,000 $25,000
(whichever is less)

Covered Risk 21: 1olo of Policy Amount Shown in Schedule A or $2,500 $5,000
(whichever is less)

2006 ALTA LOAN POIICY (06-17-06)

EXCLUSIONS FROM COVERAGE

The following matters are expressly excluded ftom the coverage of this policy, and the Company will not pay loss or damage, costs, attomeys'
fees, or expenses that ar¡se by reason of:

1, (a) Any law, ord¡nance, permit, or governmental regulat¡on (¡nduding those relating to building and zoning) resFicting, regulating,

prohibiting, or relating to

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

First American Title
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(ii) the character, d¡mensions, or locat¡on of any improvement erected on the Land;

(i¡i) 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 modiry 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 doma¡n. This Exclusion does not modiff or limit the coverage provided under Covered Risk 7 or 8.

3. Defects, l¡ens, 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 wriüng 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 modiry or l¡m¡t the coverage provided under Covered Risk 11,
13, or 14); or
(e) resulting in loss or damage that would not have been susÞined if the Insured Oaimant had paid value for the Insured Mortgage.

4. Unenforceabílity of the l¡en 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 ¡n part of the lien of the Insured Mortgage that arises out of the bansaction evidenced by the
Insured Mortgage and is based upon usury or any consumer cred¡t protection or truth-in-lending law.

6, Any claim, by reason ofthe operat¡on offederal bankruptcy, sÞte insolvency, or similar creditors'rights laws, that the bansaction creating
the lien ofthe Insured Mortgage, ¡s
(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 theTiUe for real estate taxes or assessments imposed by governmental author¡ty and created or attaching between Date of
Poliry and the date of recording of the Insured Mortgage in the Public Records. This Exclusion does not modiff 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 add¡tion to the above Exclusions from
Coverage, the Exceptions from Coverage in a Standard Coverage policy will also include the following Erceptions from Coverage:

EXCEPTIONS FROM COVERAGE

lExcept as provided in Schedule B - Paft II,[ t[orT]his policy does not insure aga¡nst loss or damage, and the Company will not pay
costs, attorneys' fees or expenses, that ar¡se by reason of:

IPART I
flhe above policy form may be issued to afford either Standard Coverage or Extended Coverage, In addit¡on to the above Exclusions from
Coverage, the Exceptions from Coverage ín a Standard Coverage poliry 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 tax¡ng 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, r¡ghts, ¡nterests, or claims that are not shown by the Public Records but that could be ascertained by an inspect¡on of he Land or
that may be arseÊed by persons in possession ofthe land.

3. Easements, liens or encumbrances, or daims thereol not shown by the Public Records,

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

5. (a) Unpatented mining claims; (b) reservations or exceptions in patents or in Acts author¡z¡ng the issuance thereof; (c) water rights, claims
or t¡tle to water, whether or not the matters excepted under (a), (b), or (c) are shown by tJ1e Public Records.

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

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

2006 ALTA OWNER'S POLICY (06-17-06)

EXCLUSIONS FROM COVERAGE

The following matters are a(pressly 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,
prohib¡ting, or relating to

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

(i¡) the character, dimensions, or location of any improvement erected on the Þnd;
(iii) the subdivis¡on of land; or

First American Title
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(iv) env¡ronmental protection;

or the effect of any violation ofthese laws, ordinances, or governmental regulations. This Exclus¡on 1(a) does not modify or limit the
coverage provided under Covered Risk 5.

(b) Any governmental police power. This FJclusion 1(b) does not modify or limit the coverage provided under Covered Risk 6.

2. Rights of eminent domain. This Exclusion does not modiô/ or l¡mit 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 ¡n the Publ¡c Records at Date of Policy, but Known to the Insured Claimant and not disclosed
¡n writing to the Company by the Insured Cla¡mant 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 modifo or limit the coverage provided under Covered Risk 9 or
10); or
(e) result¡ng in loss or damage that would not have been sustained if the Insured Claimant had paid value for the Tde,

4. Any daim, by reason ofthe operation of feder¿l bankruptcy, state insolvency, or s¡milar creditors' rìghts laws, that the tansaction vesting
the TiUe as shown in Schedule A, is
(a) 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 TUe 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 ûansfer in the Public Records that vests Ïtle 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
Coverdge, the Exceptions from Coverage in a Sbndard Coverage policy will also include the following Exceptions from Coverage:

EXCEPTIONS FROM COVERAGE

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

ffhe above policy form may be issued to afford ither Standard Coverage or Extended Coverage. In add¡tion to the above Exclusions fom
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 ofany taxing authority that lev¡es 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 ofsuch
proceedings, whether or not shown by the records of such agency or by the Public Records.

2, Any facts, righb, 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 possess¡on ofthe Land.

3. Easements, liens or encumbrances, or cla¡ms thereof, not shown by the Public Records.

4. Any encroachment, encumbrance, violation, variation, or adverse circumstance affecting the T1üe 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 excepb'ons in patents or in Acts authorizing the issuance thereof; (c) water rights, claims
or tide 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 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)

EXCLUSÍ ONS 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, permiÇ 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 Þnd;

(i¡¡) the subdivision of land; or

(iv) environmental protection;

FirstAmerican Titte Hxhibit
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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 l¡mit 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 modifo or lim¡t the coverage provided under Covered Risk 5, 6, 13(c),
13(d), 14 or 16.

2. Rights of eminent doma¡n. This Exclusion does not modifo 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 wr¡t¡ng to the Company by the Insured Claimant prior to the date the Insured Cla¡mant became an Insured under this policy;

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

(d) atbching or created subsequent to Date of Policy (however, this does not modiff or limit the coverage provided under Covered Risk 11,
L6, t7, 18, t9, 20, 21, 22, 23, 24, 27 or 28); or
(e) resulting in loss or damage that would not have been sustained if the Insured Oaimant 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. Invalid¡ty or unenforceability in whole or in part of the lien of the Insured Mortgage that ar¡ses out of the bansaction evidenced by the
Insured Mottgage and is based upon usury or any consumer cred¡t protect¡on or truth-in-lend¡ng law. This Exclusion does not mod¡fy or limit
the coverage provided in Covered Risk 26.

6. Any claim of invalidity, unenforceabiliÇ or lack of priority of the lien ofthe Insured Mortgage as to Advances or modificat¡ons 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
Exdusion does not modiff or limit the coverage provided in Covered Risk 11.

7, Any lien on the TUe for real estate taxes or assessments imposed by governmental auhor¡ty and created or attach¡ng subsequent to Date
of Policy. This Exclusion does not mod¡fy or l¡mit the coverage provided in Covered R¡sk U(b) or 25.

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

9. Any claim, by reason of the operation of federal bankruptcy, sÞte insolvency, or sim¡lar creditors' rights laws, that the bansaction 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.

10. Contamination, explosion, fire, flooding, v¡bration, fracturing, eafthquake, or subsidence.

11. Negligence by a person or an Entity exercising a r¡ghtto o(úact or develop minerals, water, or any other substances.

First American Title
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Privacy fnfomat¡on
We Are Committed to Safeguarding Customer Information
In order to better serve your needs now and in the ftre, we may ask you to provide us w¡Ûl certa¡n ¡nformat¡on. We understand that you may be concfed about what we will do w¡th such

subsidiaries we have adopted th¡s Prívacy Policy to govem the use and handling of your pelsonal infomation.

Applicabilíty
This Privacy Policy govems our use of the ¡nformation that you prov¡de to us. It do6 not govem the manner in wh¡ch we may uæ infomation we have obtained from any other surce, such as

F¡rst AmeriGn Glls thæ guidelines ¡ts Fair Infomation Valus.

Typæ of Infomation
Depending upon which of our æruices you are utilizing, the typs of nonpublic pmnal informat¡on that we may @llect indude:

. Information we ræe¡ve ftom you on appl¡cations, forms and in oths communi€t¡ons to us, whether ¡n writing, ¡n persn, by tdephone or any other means;. Information about your transactions w¡th ut our affil¡ated compan¡es, or oÚleß; and
a Information we receiw ftom a consumer report¡ng agency.

Use of Information

¡nstitutions with whom we s our affil¡ated compan¡6 have jo¡nt marketing agreements.

Folmer Customers
Even ¡f you are no longer our clstoms, our Privacy Policy w¡ll continue to ãpply to you.

Confident¡al¡ty and Seority

federal regulat¡ons to guard your nonpubl¡c personal information.

Infomat¡on Obta¡ned Through Our Web S¡te
First Amedcän Financial Corpor¿tlon is sensitive to pivacy ¡sus on the Intemet. We bdieve it ¡s important you know how we treat the infomat¡on about you we ræive on the Internet.

American uses this infomation to mesure the us of our s¡te and to develop ¡deas to improve the content of our s¡te
There are tims, however, when we may næd infomation from you, such as your name and email addrs. When infomation is needed, we w¡ll uæ our b6t efforts to let you know at the time of
collection how we w¡ll uæ the psonal infomation, Usually, the peMnal infomat¡on we collect ¡s used only by us to rspond to ydr ¡nquiry, præs an order or allow you to acc6 spæ¡f¡c
accounvprofile ¡nformation. If you chGe to share any personal ¡nformation w¡th us, we w¡ll only us it in accordance w¡tr the policies ouuined above.

Busins Relat¡onsh¡ps

not responsible for the content or the privacy pmcticG employed by other sit6.

Cookies

can send to your browser, wh¡ch may thm store the cook¡e on your hard drive.
F¡rstAm.@m lÆ stored cæki6 The goal of this technology is to better s€rve you when visiting our s¡te, sve you t¡me v{hen you are here and to provide you w¡th a more m€n¡ngful and
productive Web site experience.

Fa¡r Informat¡on Values

pr¡vacy.

and emphasize its ¡mporf¿nce and contributíon to our tronomy,
Use We bdiwe we should behave respons¡bly when we uæ ¡nfomat¡on about a consumer ¡n our busin6. we will obey the laws goveming the @llfftion, use ãnd di$em¡nat¡on of data.
Acdncy We w¡ll take reasonâble steps to help assure the accuGcy of the daf¿ we mllæt, use and d¡sinatè where possible, we wül take ffinable steps to orect inaccurate ¡nformation.

can sure the requ¡red corections.
Educat¡on We endeãvor to eduGte the uæs of our products and ser¡c€s, our employe€s and othss in our industr about the imporÞnce of con$mer pr¡vacy. We w¡ll instrct our employs on
our fair ¡nfomation valus and on the respons¡ble collect¡on and uæ of dat¿. We will ûcouEge otheE ¡n our industry to colltrt and uæ ¡nfomat¡on ¡n a rëpons¡ble manner.
Sedrity We wfl maintain apprcpriate facilities and systems to protect aga¡nst unauthorÈed aaess to and cffiupt¡on of the data we ma¡ntaín.

Form sGPRMCY (9/1/10) Page 1 of I Pr¡vacy Information (2001-2010 First Americån Financ¡al Corporation)
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PAMELA J. ZYLSTRA - State Bar No.
PAMELA JAN ZYLSTRA
A PROFESSIONAL CORPORATION
18111 Von Karman Avenue, Suite 460
Irvine, CA92612-7152
Telephone: (949) 222-2000
Facsimile: (949) 222-2022
email: zylstralaw@gmail.com

Counsel for Reorganized Debtor,
S.J. Medical,LLC

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

Reorganized Debtor.

r47977

PROPOSED FORM OF ORDER

T]NITED STATES BANKRUPTCY COURT

CENTRAL DISTRICT OF' CALIFORNIA

RIVERSIDE DIVISION

Case No. 6:13-bk-25500 SC

Chapter 11 Case

ORDER GRANTING MOTION F'OR
ORDER:
(1) AUTHORTZTNG THE SALE OF REAL
AND PERSONAL PROPERTY OF THE
REORGANIZED DEBTOR F'REE AND
CLEAR OF LIENS, CLAIMS,
ENCUMBRANCES AND INTERESTS;
(2) AUTHORIZING THE ASSIGNMENT
OF T]NEXPIRED REAL PROPERTY
LEASES;
(3) AUTHORIZING THE DISTRIBUTION
OF'SALE PROCEEDS;
(4) WATYTNG RULE 6004(h) STAY OF
ORDER AUTHORIZING SALE OF'
PROPERTY; AND
(5) GRANTING RELATED RELIEF'
IECF Docket No. I

[1695 San Jacinto Ave., San Jacinto CA]

Date: February 14,2017
Time: 1:30 p.m.
Ctrm: Video Courtroom 126

United States Bankruptcy Court
3420Twelfth Street
Riverside, Califomia 925 0 I -38 19

ffitJ-
ras* B ?

\\ParioMaø (d)\CLIENTS\00 pjz\SJ Medical LLC\0540\Sale Order.docx
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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) AWHORIZING THE

ASSIGNMENT OF UNEXPIRED REAL PROPERTY LEASES; (3) AWHORIZING THE

DISTRIBUTION oF SALE PROCEEDS; (4) WAIVING THE RULE 6004(h) STAY OF ORDER

AUTHORIZING SALE OF PROPERTY; AND (5) GRANTING REI-ATED 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 l:30 p.m. in Video Courtroom 126 inthe

United States Bankruptcy Court, Riverside Division and in Courhoom 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 ineluded 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 l0l et seq. of the United States Bankruptcy Code on September 16,2013.

B. The ReorganizedDebtor 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 43g-Il2-028(the "Properly"). The legal

description of the Property is attached hereto as Exhibit 1.

-2' Exhibit
Page 7a
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C. On November 20,2014, the Reorganized Debtor filed the Debtor's Chapter 1 I

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

sunmary of the Assumed Leases is attached hereto as Exhibit 2. OnMarch 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 banlauptcy 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 "ProperËy" 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 ofother bidders occurred in this sale process.

I. 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 and1409.

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 suffrcient 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 Reorganízed 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 satisff the

statutory requirement for authorizingthe assignment of the Assumed Leases.

Exhibit {-4-
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O. 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.

a. 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(Ð 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

ovemrled.

Exh¡bit {
Pase ? 3
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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 conditìons 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 authorizedto assign to the Buyer the Assumed Leases.

The Assumed Leases are suïrmarized 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 resewations 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 authorizationprovided herein to consummate the transactions shall not affect the validity of

such sale, unless such authonzation 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

-6- rExhibit- 'l
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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 authorizedto 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(Ð 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. 10-5 1537 of

Official Records. The outstanding balance is approximately

54,834,993.26 as of December 30,2016.

Exhlbit
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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.

I l. 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 Couft, 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 govem 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 and902l, this Order shall

be effective and enforceable immediately upon entry and its provisions shall be self-executing.

Accordingly, the l{-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,

E;qhibit
{
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the Agreement, or the rights and duties of the parties hereunder or thereunder or any issues

relating to the Agreement and this Order. This Court shall be the sole forum to resolve any

disputes between Buyer and Reorganized Debtor.

17. The findings and conclusions of law set forth herein constitute this Court's

findings of fact and conclusions of law pursuant to Banlauptcy Rule 7052, made applicable to

this proceeding pursuant to Bankruptcy rule 9014. To the extent any of the foregoing findings of

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

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

18. To the extent that any provisions of this Order shall be or are inconsistent with the

provisions in the Agreement, or any prior order of this Court, the terms of this Order shall

control.

###
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LEGAL DESCRIPTION

Real propefi in the City of San Jacinto, County of Riverside, State of California, described as
follows:

PARCEL 1:

THAT PORION OF THE NORTHERLY RECTANGULAR rl2 OF FARM LOT 78 OF THE LANDS OF
THE SAN JACINTO LAND ASSOCIATION, IN THE Cmy 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. T9362,
RECORDED IN BOOK 122, PAGES 57 AND 58 OF THE COUNTY RECORDER, SAID POINT AISO
BEING THE NORTHEAST coRNER oF SAID FARM Lor 78; THENCE sourH B9o 59' 04' WEST,
188.56 FEET ALONG THE SOUTH LINE OF PARCEL 2 OF SAID PARCEL MAP NO. 19362; THENCE
SOUTH 37O 27' 08' EASI 36T.92 FEET TO THE EAST LINE OF THE NORTHERLY RECTANGUI.AR
U2 OF SAID FARM LOT 78, SAID POiNT ALSO BEING DISTANT NORTH OOO 03' OB' WESI 21.11
FEET FROM THE SOUTH UNE OF THE NORTHERLY RECTANGULAR tl2 OF SAID FARM LOT 78;
THENCE NORTH OOO 03' 08" WEST, 3O8.BO FEET ALONG SAID EAST LINE TO TFIE POINT OF
BEGINNING.

PARCEL 2:

ACCESS EASEMENTAS SET FORTH IN DOCUMENT ENTITLED "RECIPROCAL ACCESS AND
PARKING EASEMENT AGREEMENT AND GRANT OF EASEMENT' RECORDED JUNE 28, 2OO5 AS
INSTRUMENT NO. 2005-0509758, OFFICIAL RECORDS OF RIVERSIDE COUNTy.

APN: 439-112-028-8

F'r !i:!-.ii
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ASSUMED REAL PROPERTY LEASES
ASSIGNED TO BUYER

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

Suite TENANT NAME

A AK MANAGEMENT

B&F RADNET MANAGEMENT

C D & E RANCHO PYSCIALTHERAPY

G VACANT

Lease Date Extension
executed

4/u2OtL 1./t/2Ir4

4/3Olz}tt NOT EXPTRED

7/L/2OL3 NOT EXPTRED

H VACANT

r DR ASHOK 4/23/2011 3/4/2Ot4

L DR. BROWN s/26/2OrO 3/6/2014

O DR. GUADAMUZ 6/L/2Ot3 NOT EXPIRED

a AGHAPY PHARMACY rl3lz0tl 3/4/2014

E;thibit
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S.J. MEDICAL LLC
PERSONAL PROPERTY INVENTORY

(Located at 1695 San Jacinto Ave.,
San Jacinto, CA Suite G)

L 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 2OO7 lor approximately 52,300.00.

r..L;!.;L.,.il,;,
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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:

1B111Von Karman, Suite 460, lrvine, California 92612-7152-
A true and correct copy of the foregoing document entitled (specify): MOTION FOR ENTRY OF ORDER:(I)

AUTHORIZING THE SALE OF REAL AND PERSONAL PROPERTY OF THE REORGANIZED DEBTOR FREE AI{I)

CLEAR OF LIENS, CLAIMS, ENCUMBRANCES AND INTERESTS;(2) AUTHORIZING THE ASSIGNMENT OF

UNEXPIRED REAL PROPERTY LEASES; (3) AUTHORIZING THE PAYMENT OF CLÄIMS PURSUANT TO THE
pLAN; (4) yAIVING 14-DAY STAY IMPOSED BY FRBP 600a(h); FRBP 6006(d); AND(S) GRANTING RELATED

RELIDF; MEMORANDT]M OF POINTS AI\D AUTHORITIES AND DECLARATIONS OF'RICHARD ANTHOT{Y AND

PAMELA J. ZYLSTRA IN SIJPPORT 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:

l. To BE SERVED By THE COURT VtA NOTTCE OF ELECTRONI9EILING (NEF): Pursuant to controlling General orders and

LBythecourtviaNEFandhyperlinktothedocument'on(dafe)January17,
2017,1checkéO tñe 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:

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

o Gristina E Bautista cristina.bautista@kattenlaw.com, ecf.lax.docket@kattenlaw.com,
nicole.jones@kattenlaw.com COUNSEL TO CREDITOR U.S. BANK

. MichaelJ Bujold Michael.J.Buiold@usdoj.qov OFFICE OF UNITED STATES TRUSTEE

. Abram Feuerstein abram.s.feuerstein@usdoi.gov OFFIGE OF UNITED STATES TRUSTEE
o Marc G Forsythe kmurphy@goeforlaw.com, mforsythe@goeforlaw.com:qoeforecf@gmail.com
. FORMER COUNSEL TO LIQUIDATING DEBTOR
. Jessica Mickelsen Simon iessica.mickelsensimon@kattenlaw.com COUNSEL TO CREDITOR U.S. BANK

o Jason K Schrader iason.K.Schrader@usdoj.qov OFFICE OF UNITED STATES TRUSTEE
o Mohammad Tehrani Mohammad.V.Tehrani@usdoj.qov OFFICE OF UNITED STATES TRUSTEE
o United States Trustee (RS) ustpreqionl6.rs.ecf@usdoi.gov OFFICE OF UNITED STATES TRUSTEE
o Pamela J Zylstra zylstralaw@qmail.com COUNSEL FOR REORGANIZED DEBTOR

n Service information continued on attached page

2. SERVED BY UNITED STATES MAIL:
onfollowingperSonSand/orentitiesatthelastknownaddressesinthisbankruptcy
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, andaddreséed as follows. Listing the judge here constitutes a declaration that mailing to the

judge will be completed no later tlll .n 24 hours after the document is filed.

The Honorable Scott Clarkson, 411W. Fourth St., Suite 5130, Santa Ana, Ca 927014593
Offrce of United States Trustee, 3801 Universþ 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. OVERNTGHT MAIL..FAGSIMILE TM{SMISSpN:OR EMëL:(istete.methoq

torCiv.P.5and/orcontrollingLBR,on(dafe)January17,7t017,lserved
the foilowtng persons anO¡or ent¡ties by personal delivery, overnight mail service, 9r (for those who consented in writing to

such servicé inethod), by facsimile trañsmission 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 lhan 24 hours after the document is

filed.

Served by Email- see attached list

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

1t1712017 Pamela Z
Date Printed Name

States Bankruptcy Court for the District of California.

X Service information continued on attached page

June 2012

form is mandatory. lt has been approved for use by the

F 901 3-3.I.PROOF.SERVICE
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Service By Email:
In re SJ Medical LLC
6:13-bk-25500 SC

MEMBER
Patricia Osborne
Richard Osborne, Sr.
26752 Pariso Dr..
Mission Viejo, CA 92691 -57 08
RETURNED MAIL T1119116

ATTORNEY FOR OSBORNES
V/illiam B. Hanley, Esq.

wbh@hanley-law.com

TENANT ADDRESSES:

Rancho Physical Therapv
24630 V/ashington Ave., Suite 200

Murrieta, CA.92562
Attn: Scott Schroeder

sschroeder@optimiscorp.com
Ilealthmedica. Inc.
Z2Battery Street, Suite 510

San Francisco, CA. 94lll
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 j 11. com

LIQUIDATING DEBTOR
S J Medical,LLc
Rich Anthony

Rich Anthony@hotmail. com

MEMBER
John Kelly

j kelly @hit a c hi - al o kn. c o m

INTERESTED PARTY
Frederick F Furey

facaj@sbcglobal.net

DR. KOKA
1695 S. San Jacinto Ave., Suite A
San Jacinto,CA.92583
Attn: Mr. Koka
lkoka@aol.com
Dr. Nasasamudra S. Ashok
1695 S. San Jacinto Ave., Suite I
San Jacinto, CA.92583
Attn: Dr. Ashok
trinitytrans p ort03 @gmai 1. com

Martha Izvemaril)r. Thomas Brown
1695 S. San Jacinto Ave., Suite L
San Jacinto, CA.92583
Attn: MarthaBrown
marthaizv@hotmail. com

Aghapv Pharmacv
1610 S. 

'Wabash Ave.
Redlands, CA.92373
Attn: Sam Bishay
as.haov rx(òs aho o . co m

LINSECURED CREDITOR
Alfred Santos
5217Industry Ave.
Pico Rivera, CA 90660
døniels@kbs8.com

MANAGING MEMBERS
Richard and Marie AnthonY

Ri c h _Anthony @ho tm ail. c o m

RANDNET MANAGEMENT. INC.

1508 Cotner Ave.
Los Angeles, CA. 90025

Attn: Jeffrey Linden
ilinden@radnet.com
Laboratorv Corporation of America
l3ll2 Evening Creek Drive South

San Diego, CA.92T28
Attn: Aaron Serber

serbera@labcorp.com
Dr. Roberto J. Guadamuz
1695 S. San Jacinto Ave., Suite O

San Jacinto , CA.92583
Attn: Dr. Guadamuz
doctorchiro@msn.com
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