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ATTORNEYS FOR THE DEBTORS
AND DEBTORS IN POSSESSION

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

In re: 8 CASE NO. 14-32821-11
§
SEARS METHODIST RETIREMENT 8 CHAPTER 11
SYSTEM, INC., etal. §
8§ Jointly Administered
Debtors. 8§

MOTION OF DEBTOR SEARS TYLER METHODIST RETIREMENT C ORPORATION
FOR ORDERS (I) (A) AUTHORIZING AND APPROVING BID PR OCEDURES TO BE
EMPLOYED IN CONNECTION WITH THE PROPOSED SALE OF
SUBSTANTIALLY ALL OF THE ASSETS OF THE DEBTOR; (B) APPROVING
CERTAIN BID PROTECTIONS; (C) SCHEDULING AN AUCTION, SALE HEARING
AND RELATED DEADLINES THERETO; (D) AUTHORIZING AND APPROVING
THE ASSIGNMENT PROCEDURES TO BE EMPLOYED IN CONNECT ION WITH
THE IDENTIFICATION, ASSUMPTION AND ASSIGNMENT OF CE RTAIN
CONTRACTS AND LEASES; AND (E) APPROVING THE MANNER AND FORM OF
NOTICE OF THE AUCTION, SALE HEARING AND ASSIGNMENT PROCEDURES;
AND (II) AUTHORIZING (A) THE SALE OF ASSETS FREE AN D CLEAR OF LIENS,
CLAIMS, ENCUMBRANCES AND INTERESTS, SUBJECT TO HIGH ER
AND/OR OTHERWISE BETTER OFFERS AND (B) GRANTING REL ATED RELIEF

Sears Tyler Methodist Retirement Corporation (“Tyleand together with the other

! The debtors in these chapter 11 cases, alongthéthast four (4) digits of their taxpayer idertiftion numbers,
are: Sears Methodist Retirement System, Inc. (§33@nyons Senior Living, L.P. (8545), Odessa Mdisio
Housing, Inc. (9569), Sears Brazos Retirement Gatjmn (8053), Sears Caprock Retirement Corporgi®&d1),
Sears Methodist Centers, Inc. (4917), Sears Meshéaiundation (2545), Sears Panhandle Retiremeno€ation
(3233), Sears Permian Retirement Corporation (7688ars Plains Retirement Corporation (8233), S€&wiar
Methodist Retirement Corporation (0571) and Sebimnensions, Inc. (4016). The mailing address afheaf the

debtors, solely for purposes of notices and comoatiuins, is 2100 Ross Avenue, 21st Floor, c/o FRauidell,
Dallas, Texas 75201.

EAST\86970616.3



Case 14-32821-sgj11 Doc 584 Filed 11/24/14 Entered 11/24/14 23:13:44 Page 2 of 35

debtors and debtors in possession in the abovésoaptcases, the “Debtors”), as a debtor and
debtor in possession in the above-captioned cagesndersigned counsel, hereby submits this
motion (the “Motion”), pursuant to sections 105(863 and 365 of title 11 of the United States

Code (the “Bankruptcy Code”) and Rules 2002, 6@B06 and 9007 of the Federal Rules of

Bankruptcy Procedure (the “Bankruptcy Rules”), émtry of (i) an order, substantially in the

form attached hereto as Exhibit A (the “Bid ProaeduOrder”), (a) authorizing and approving

certain bid procedures, substantially in the fottached to the Bid Procedures Order as Exhibit

1 (the “Bid Procedures”), to be employed in conmectwith the sale (the_“Sale”) of all or

substantially all of Tyler's assets (the “Assets(ly) authorizing Tyler to offer certain bid
protections to ER Propco CO, LLC, a Delaware lichitgability company (the *Stalking
Horse”); (c) scheduling an auction (the “Auctiond),hearing to consider approval of the Sale
(the “Sale Hearing”) and deadlines related ther@pauthorizing and approving procedures (the

“Assignment Procedures”) to be employed in conoectvith the identification, assumption and

assignment of certain executory contracts and urexkgeases (collectively, the “Assumed
Contracts”); and (e) approving the manner and fofmotice of the Auction and Sale Hearing,
substantially in the form attached to the Bid Pcares Order as Exhibit 2, and the Assignment
Procedures, substantially in the form attachedht Bid Procedures Order as Exhibit 3; and
(i) an order, substantially in the form to be dilsubsequently (the “Sale Order”), (a) authorizing
the Sale of the Assets free and clear of all lieteams, encumbrances and interests other than
those liabilities expressly assumed under the APRadified Agreement (as defined herein and

as may be applicable) (collectively, as definedha APA, the “Claims and Encumbrances”);

and (b) granting related relief. In support ofstivMotion, Tyler respectfully represents as

follows:
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Preliminary Statement’

Tyler, after consultation with its advisors, bebsthat the Sale of its Assets is in the best
interests of its estate, creditors, residents dhdrgarties in interest and will maximize recovery
to those same parties under a plan of liquidattoimtends to file with the Court as soon as
practicable. In addition, Tyler believes that @eection of the Stalking Horse and the Bid
Procedures, including but not limited to the Bidtections, are reasonable and necessary to
ensure a fair and competitive bidding process. hit the ability to select a Stalking Horse
Bidder and offer the Bid Protections, the Debtoilé face greater uncertainty with respect to the
Auction, to the potential detriment of the Debtats estate, creditors, residents and other parties
in interest.

Therefore, pursuant to this Motion, Tyler seeksyeant two orders seeking the following
general relief: (i) an order approving the Bid Rederes and providing certain bid protections to
the Stalking Horse in connection with its offer parchase the Assets of Tyler for Twenty

Million Dollars ($20,000,000) (the “Stalking Hor&#d"), including (a) the payment in cash of a

break-up fee in the amount of Six Hundred Thoudaaliiars ($600,000) (the “Break-Up Fee”)
in the event the Stalking Horse is not the Sucoég&ifider at the Auction, and (b) an expense
reimbursement in the amount of Fifty Thousand Dsllé50,000) in the event the APA is

terminated for reasons set forth therein (the “EggeReimbursement,” and together with the

Break-Up Fee, the “Bid Protections”); and (ii) am@r authorizing the sale of substantially all of

Tyler's Assets free and clear of Claims and Encanbes to the party making the Successful

Bid (the “Successful Bidder”) after implementatiointhe Bid Procedures.

2 All capitalized terms used in the Preliminaryt8taent section shall have the meanings providédisnviotion.
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Jurisdiction and Venue

1. The Court has jurisdiction to consider this Motjamrsuant to 28 U.S.C. 88 157
and 1334. This is a core proceeding pursuant td.38C. 8§ 157(b)(2).

2. Venue is proper before this Court pursuant to 28.C. 88 1408 and 14009.

3. The statutory bases for the relief requested heamnsections 105(a), 363, and
365 of the Bankruptcy Code and Bankruptcy Rule226004, 6006 and 9007.

The Chapter 11 Cases

4, On June 10, 2014 (the “Petition Date”), the Debtmeaimenced these cases by
each filing a voluntary petition for relief unddrapter 11 of the Bankruptcy Code. The Debtors
have continued in the possession of their propedra have continued to operate and manage
their businesses as debtors in possession pursuadnkruptcy Code sections 1107(a) and
1108.

5. On June 19, 2014, the Office of the United StatestEe appointed a committee
of unsecured creditors (the “Committee”) pursuantséction 1102(a)(1) of the Bankruptcy
Code. No trustee or examiner has been appointanyirof the Debtors’ chapter 11 cases.

6. Additional factual background regarding each of ebtors, including their
current and historical business operations aneveats precipitating these chapter 11 filings, is
set forth in detail in th®eclaration of Paul B. Rundell in Support of First Day Motions [Docket

No. 3] (the “Rundell Declaration”), incorporatedréim by reference.

Tyler's Business Operations

A. Tyler's Organizational Structure.

7. Tyler, a Texas non-profit corporation, is contrdlledby Sears Methodist

Retirement System, Inc. and its mailing addressl30 Ross Avenue, 21st Floor, Dallas, Texas
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75201. Tyler has 123 employees. Tyler owns Meadake Retirement Community (“Meadow
Lake”), a senior living facility located in Tylefexas.

8. Meadow Lake offers 35 executive homes, 20 assifitenlg apartments, 80
independent living apartments, 35 memory enhancebeas and 30 nursing beds. As of May
2014, Meadow Lake had 161 residents and a 79.8%)¥€cupancy rate.

9. As of January 2014, on a book value basis, Tyldrdmproximately $56.3 million
in assets and $67.8 million in liabilities. Tykenmnain assets consist of: (i) approximately $2.2
million in cash and cash equivalents; (ii) approxiety $787,000 in accounts receivable; and
(i) approximately $49.5 million in property andq@pment. Tyler's main liabilities are:
(i) approximately $43,050,000 in respect of theeFyBonds (as defined below) issued by HFDC
of Central Texas, Inc. (“HFEDC"); (ii) approximately1.5 million in accrued interest payable;
(i) approximately $350,000 in accounts payable] év) approximately $380,000 in contingent
refundable residency fees.

10. In May 2013, Tyler received approximately $1.7 rmaillin Medicare payments.

B. Tyler’'s Prepetition Capital Structure.

11. In 2009, construction at Meadow Lake was initidityanced with proceeds of
$8,545,000 Series 2009A Term Retirement FacilityvédR@e Bonds and an additional
$27,555,000 Series 2009A Term Retirement Faciliéydtiue Bonds (collectively, the “Series
2009A Bonds”) and $7,850,000 Series 2009B Termr&atint Facility Revenue Bonds (the

“Series 2009B Bonds” and together with the Seri@892 Bonds, the “Series 2009 Bonds”),

issued pursuant to that certain Indenture of Trasted as of November 1, 2009 (the “Original

Tyler Bond Indenture”) between HFDC and UMB BankAN as successor trustee (the “Tyler

Trustee”). HFDC loaned the proceeds of the S@0&9 Bonds to Tyler pursuant to that certain
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Loan Agreement, dated as of November 1, 2009 (fDegihal Tyler Loan Agreement”),

between HFDC and Tyler and provided for the repaytnoé such loans by Tyler pursuant to
certain notes issued by Tyler as required by thigita Tyler Loan Agreement (the “Series
2009 Notes”). The Series 2009A Bonds accrue instae7.75% and mature on either November
2029 or November 15, 2044. The Series 2009B Bandsaue interest at 6.375% and mature on
November 15, 2019.

12. The second phase of Meadow Lake’s constructionfwaaced with the proceeds

of $3,895,000 Series 2011A Retirement Facility RexeBonds (the “Series 2011A Bonds”) and

$1,500,000 Series 2011B Retirement Facility ReveBaeds (the “Series 2011B Bonds” and

together with the Series 2011A Bonds, the “Ser@E12Bonds”), issued pursuant to that certain

Supplemental Bond Indenture No. 1, dated as ofuzebrl, 2011, between the HFDC and the

Tyler Trustee (the “Supplemental Bond Indenture Nig.and collectively with the Original

Tyler Bond Indenture, the “Tyler Bond Indenture™he Series 2011 Bonds and the Series 2009

Bonds are collectively referred to herein as th@é Bonds.” HFDC loaned the proceeds of the
Series 2011 Bonds to Tyler pursuant to Amendment Nao the Original Tyler Loan

Agreement, dated as of February 1, 2011 (“Amendnimt 1,” and collectively with the

Original Tyler Loan Agreement, the “Tyler Loan Agraent”), between HFDC and Tyler and

provided for the repayment of such loans by Tyleispant to the Series 2011 Note (the “Series
2011 Note,” and together with the Series 2009 Nates “Tyler Notes”), issued by Tyler as
required by Amendment No. 1. The Series 2011A Baxtrue interest at 8.50% and the Series
2011B Bonds accrue interest at 7.25%. Each oS#rees 2011 Bonds mature on November 15,
2044. On November 15, 2019, the interest rate mnaatstanding Series 2011B Bonds will

increase to 10.0% per annum.
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13. To secure the payment of the Tyler Bonds and tylerTNotes, Tyler and the
Tyler Trustee entered into that certain Master Tiaslenture, Deed of Trust and Security

Agreement, dated as of November 1, 2009 (the "@aigiTyler Master Indenture”), as

supplemented by Supplemental Indenture Number leddas of November 11, 2009

(“Supplemental Indenture No. 1”), Supplemental mdee Number 2, dated as of February 1,

2011 ( “Supplemental Indenture No. 2”), and Sup@etal Indenture Number 3, dated as of

May 1, 2012 (“Supplemental Indenture No. 3,” antlembively with the Original Tyler Master

Indenture, Supplemental Indenture No. 1 and Supgheah Indenture No. 2, the “Tyler Master

Indenture”). The proceeds of the Series 2011 Bavel® intended to: (i) pay a portion of the

costs of completing the acquisition, constructitumnishing and equipping of Meadow Lake;

(i) fund an increase in the debt service resewwl fsecuring the Tyler Bonds; (iii) fund interest
on the Series 2011 Bonds for approximately threaths) and (iv) pay the costs of issuance of
the Series 2011 Bonds. As of May 2014, the outlt@nbalance owed in respect of the Tyler
Bonds was approximately $43,050,000 and the mowkhly service payment was approximately
$290,000. Tyler has not made any payments to yher Trustee since May 2013, other than in
connection with the forbearance agreements deschbw.

14. A number of events of default under the Tyler Borahd the Tyler Master
Indenture have occurred and are continuing, inolgd(i) Tyler has not remitted any of the
required interest payments since May 1, 2012 T{lgr did not begin replenishment payments to
a certain debt service reserve fund as require@rmtig Tyler Bond documents; (iii) Tyler has
not deposited its gross revenues in a certain tevé&md since July 1, 2012; (iv) Tyler failed to
maintain cumulative cash from operations at amosatsforth in the loan documents; and (v)

Tyler failed to maintain an occupancy covenantlémively, the “Tyler Events of Default”).

EAST\86970616.3 7
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15. As aresult of the Tyler Events of Default, Tylerdacertain holders of the Tyler
Bonds engaged in negotiations regarding the tefragpermanent restructuring. In the course of
these negotiations, on November 15, 2013, Tylertaadbeneficial owners of at least 66-2/3% in
aggregate principal amount of the Tyler Bonds euaténto a Forbearance Agreement (the “Tyler

Forbearance Agreement”), pursuant to which the boli#rs agreed to, among other things,

forbear from exercising any remedies available wai$pect to the payment defaults until March
31, 2014. In connection therewith, Tyler deposi$d®$0,000 with the Tyler Trustee to be used
for fees and expenses related to the Tyler Forbeardgreement. On March 31, 2014, the
Tyler Trustee agreed to forbear from initiating doymal legal action to accelerate the Tyler
Bonds or to foreclose upon the underlying colldterail April 15, 2014.

16. On April 15, 2014, the Tyler Trustee and Tyler e#atl into a separate

Forbearance Agreement (the “2014 Forbearance Agme#n pursuant to which the Tyler

Trustee agreed to, among other things, forbeaxercising any rights or remedies against Tyler
available to the Tyler Trustee under the Tyler Léaygreement, the Tyler Master Indenture or
any other document governing the Tyler Bonds uhel earlier of (i) July 14, 2014 or (ii) the
occurrence of any Forbearance Termination Eventiéfised therein). The Tyler Trustee may,
in its sole discretion, extend the forbearanceqgaefor an additional ninety (90) days beyond
July 14, 2014, to the extent that the Tyler Trustesatisfied with the progress made towards
implementing a restructuring or sale transacticsh iarthe absence of contrary direction from the
holders of the Tyler Bonds.

17. Pursuant to the 2014 Forbearance Agreement, Tyezed to, among other

things, (i) establish a fee escrow account withTiler Trustee, consisting of an initial deposit

EAST\86970616.3 8
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of $100,000 and subsequent deposits of $100,000May 15, 2014, and June 16, 2014,
respectively, and (ii) deliver a restructuring ptarthe Tyler Trustee on or before May 30, 2014.
If the Tyler Trustee and Tyler are unable to agnee¢he terms of the restructuring plan, or if the
Tyler Trustee determines that the restructuring danot feasible or desirable, then the Tyler
Trustee is required to inform Tyler of such deteration on or before June 16, 2014.

18. In connection with the issuance of the Series 2B0Ads, Tyler entered into an
Operating Support Agreement with Senior Dimensidtms, (“SDI”), a Debtor-affiliate, dated as

of November 1, 2009 (the “Operating Support Agreetf)e pursuant to which, among other

things, SDI (i) agreed to deposit all of its nesledlow from the contracts with the Veterans

Land Board (the VLB Contracts”) into an operatiagpport fund, and (ii) granted to Tyler a

continuing security interest in and to all rightlet and interest of SDI in its right to receive
payments of money under the VLB contracts. Basedhistorical operations and future
projections there is no Net Cash Flow (as definedthe Operating Support Agreement)

distributable to Tyler.

The Selection of the Stalking Horse Bidder

19.  Tyler, together with its advisors, and after cotetidn with the Tyler Trustee and
its advisors, determined that a sale of its Asseisld be in the best interests of its estate,
creditors and other parties in interest and woukikimize the return to those same parties.
Therefore, since the Petition Date, the Debtorsshaade efforts to market Tyler to potential
purchasers.

20. To assist with their marking efforts, the Debtorsight approval on July 30, 2014
to retain RBC Capital Markets, LLC_(*RBC”) as thawvestment banker [Docket No. 280] (the

“RBC Retention Application”). On August 19, 201he Court entered an order approving the
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RBC Retention Application [Docket No. 338]. Sinds retention, RBC has extensively
marketed Tyler's Assets.

21.  After considering all available alternatives, Tylegotiated and agreed to enter
into, subject to the Court’s approval, the AssetcRase and Sale Agreement (*APA”) with the
Stalking Horse, substantially in the form attachedeto as Exhibit B. The salient terms of the

APA are as follows:

. Purchase of significantly all of Tyler's Assets ¢ept for cash and
certain other Assets);

. Payment by the Stalking Horse of the purchase piiée
$20,000,000 in cash at closing (the “Purchase Brice

. Payment by the Stalking Horse of a $2,000,000 sarm®ney

deposit within five (5) business days after the AA fully
executed (the “Earnest Money Deposit”);

. Assumption of all residency agreements with thadesgs of
Meadow Lake (collectively, the “Resident Agreem&ntend any
obligations related thereto;

. Purchase of Tyler's Assets free and clear of alil@$ and
Encumbrances;
. Payment to the Stalking Horse of a break-up fethénamount of

$600,000 in the event the Stalking Horse is not Suecessful
Bidder at the Auction, including in the event Tyldoses on the
Sale to the Tyler Trustee or its designee pursieaatcredit bid;

. Payment of an expense reimbursement of $50,000eiev¥ent the
APA is terminated for reasons articulated therein;

. Establishment of an escrow account in which a poriof the
Purchase Price in an amount equal to Four Hunditembgand
Dollars ($400,000) will be held in escrow for thenkefit of the
Seller Indemnification Obligations until the expgicen of the
Indemnification Period (as such terms are defiled&PA); and

. Execution of the Operations Transfer Agreementetad¢reed upon
between the parties.

® The summary of the terms of the APA is providetbly for the convenience of the Court and intexestarties.
Interested parties should refer to the APA for ttmemplete and detailed terms thereof. In the ewdnany
inconsistencies between this summary and the ARAAPA shall govern.
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22. The APA between Tyler and the Stalking Horse welive as the opening bid for
Tyler's assets in the Auction that Tyler proposeshbld, subject to Court approval, on January
21, 2015!

23.  Given the extensive marketing and diligence propess to the execution of the
APA, Tyler, in consultation with its advisors, hdstermined that the Stalking Horse provides
the best offer to purchase substantially all ofefgl Assets on the terms and conditions
contained in the APA. Tyler and the Stalking Honggjotiated the terms of the APA at arm’s
length, and Tyler submits that, pending a highebetter offer pursuant to the Bid Procedures,
the Sale to the Stalking Horse reflects the bedtomne available to Tyler under the
circumstances.

The Bid Procedures

24. This section summarizes key provisions of the BidcBdures which Tyler
proposes to employ in connection with the Auctidnite Assets. The Bid Procedures are
designed to ensure a fair and competitive biddiracgss and to maximize the value of the
Assets for the benefit of Tyler's estate, creditansl other interested parties. Capitalized terms
used, but not defined in this section, shall hdae rmeanings provided in the Bid Procedures.
The descriptions of the Bid Procedures herein adifted in their entirety by reference to the
Bid Procedures attached to the Bid Procedures CGasldfxhibit 1 and incorporated herein by

reference.

* All dates proposed in this Motion are subjecthte Court’s calendar and will, assuming this Motismgranted,
be finalized at the hearing on the Bid Procedures

EAST\86970616.3 11
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Participation Requirements. Any person desiring to submit a competing bid
for all or part of Tyler's assets (a “Potential Bat") will be required to deliver
the following (the “Participation Requirements”) fbyler: (1) an executed
confidentiality agreement in form and substancésfsatory to Tyler; and (2)
satisfactory written evidence of available funds aorfirm commitment for
financing sufficient for the Potential Bidder to nsmmmate the Sale. The
financial information and credit-quality support ahy Potential Bidder must
demonstrate the financial capability of the PotdntBidder to timely
consummate the Sale pursuant to a Qualified Bid.

Due Diligence Tyler will afford any Potential Bidder who sdies the
Participation Requirements, such due diligence sscoe additional information
as Tyler, in its business judgment, determinesetodasonable and appropriate;
provided, however, that the same access and infmmmanust also be made
available to the Stalking Horse. Additional duégéince will not be provided
after the Bid Deadline.

Interested parties requesting information about dbalification process, and
Qualified Bidders requesting information in conmaetwith their due diligence,
should contact David B. Fields, RBC Capital MarkétsC, One Logan Square,
130 North 18th Street, Philadelphia, PA 19103-6@&&id.fields@rbccm.com).

Bid Deadline. The deadline for any bids shall be January 0252at 4:00 p.m.
(prevailing Central Time) (the “Bid Deadline”). d& must be received by U.S.
mail and electronic mail by the following parties or before the Bid Deadline:
(1) counsel for Tyler, DLA Piper LLP (US), 1251 Auge of the Americas, New
York, NY 10020, Attn: Thomas R. Califano (thomatifaao@dlapiper.com)
and DLA Piper LLP (US), 1717 Main Street, Suite @6allas, TX 75201,
Attn: Vincent Slusher (vince.slusher@dlapiper.co(®), RBC Capital Markets,
LLC; One Logan Square, 130 North 18th Street, ERifahia, PA 19103-6933
Attn: David B. Fields (david.fields@rbccm.com); (3Hlvarez & Marsal
Healthcare Industry Group, LLC, 55 West Monroe, dagp, IL 60603, Attn:
Paul Rundell (prundell@alvarezandmarsal.com); (HurGel for the Tyler
Trustee, McDermott, Will & Emery, LLP, 227 West Moe Street, Chicago, IL,
60606, Attn: Nathan F. Coco_ (hcoco@mwe.com); (5)uridel for the
Committee, Greenberg Traurig LLP, 2200 Ross Aveugte 5200, Dallas, TX
75201, Attn: Clifton R. Jessup (jessupC@gtlaw.cam)l Greenberg Traurig
LLP, 77 West Wacker Drive, Suite 3100, Chicago,6l601, Attn: Nancy A.
Peterman_(petermann@gtlaw.com); and (6) the Texmsn®y General's Office,
Bankruptcy & Collections Division, P. O. Box 1254BIC 008, Austin, Texas
78711-2548, Attn: Casey Roy (Casey.Roy@texasatygareral.gov); (7) the
Texas Department of Aging and Disability Service& the Texas Attorney
General’s Office, Bankruptcy & Collections DivisioR.O. Box 12548-MC 008,
Austin, Texas 78711, Attn: Casey Roy (Casey.Roy@dattorneygeneral.qgov);
and (8) the Centers for Medicare & Medicaid SersjcE301 Young Street, Rm.
714, Dallas Texas 75202 (collectively, the “NotRarties”).

Designation of Stalking Horse Bidder Tyler has selected the Stalking Horse
Bid, on the terms set forth in the APA, as the entthighest and best bid and to
serve as the opening bid for the Auction. The inigét the Auction will start at
the Initial Bid Amount and continue in incremenfsableast $200,000 in cash or
cash equivalents.

12
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Bid Requirements To be eligible to participate in the Auctionchabid and

each Potential Bidder submitting such a bid musbject to Tyler's sole
satisfaction:

1.

10.

11.
12.

Offer to consummate the Sale on terms no less &m®rto Tyler
than those set forth in the APA;

Include a marked copy of the APA to show any pregdos
amendments thereto (the “Modified Agreement”) andlean and
executed Modified Agreement;

Include a statement that there are no conditioeequlent to the

Potential Bidder’s ability to enter into a defingi agreement and that
all necessary internal and shareholder approvale haen obtained

prior to the bid;

State that such offer is binding and irrevocabletil uthe
consummation of the Sale;

Offer to pay a purchase price that is greater $2h000,000 (the
“Initial Bid Amount”);

Disclose the identity of each entity that will bielding or otherwise
participating in connection with such bid, and toenplete terms of
any such participation;

Include the names and contact information of membéthe bidder
who will be available to answer questions regardihg offer,
including advisors and related parties;

State that they intend to assume all Residencyekgeats and honor
all resident obligations;

Include a good-faith deposit in immediately avdigabunds in the
amount of $2,000,000 (the “Earnest Money Deposit”);

Provide satisfactory written evidence of availahleds or a firm
commitment for financing sufficient to consummadie Bale;

Provide for the purchase of all or some of Tylassets; and

Provide information on the operational and finahcepabilities of
the proposed bidder sufficient to allow the Debtansl interested
parties to determine such bidder’s ability to assuhe Residency
Agreements.

Bids are not required to adopt the business streics set forth in the APA, and
may provide for a not-for-profit entity as the ogr of Meadow Lake, as is
currently the case with Tyler. Tyler will considalt bids submitted whether or
not they conform to the form set forth in the APA.

To the extent any Potential Bidder proposes tauishelnon-cash consideration in
its bid (other than assumption of debt), such nashcconsideration must be
freely marketable and such bid must be accompaigtie form of note or other
type of instrument in connection with such non-cashsideration (and the bid
must include at least sufficient cash consideratiopay the Break-Up Fee). The
Tyler Trustee shall be entitled to credit bid (®dbjto payment of the Break-Up
Fee in cash to the Stalking Horse), pursuant tokgatcy Code section 363(k)

13
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or otherwise at the conclusion of the Auction.tia event of a credit bid, Tyler
shall determine, subject to Court approval, and consultation with the
Committee, whether such credit bid constitutedhijbest and/or best bid.

Qualified Bidders and Bids Potential Bidders who have satisfied the
Participation Requirements will be deemed “QuadlifiBidders.” Bids that
contain all bid requirements, as determined by Myl&ll be deemed “Qualified
Bids.” Credit bids will be entertained (so longthsy provide for payment of the
Break-Up Fee in cash).

Tyler will advise each Potential Bidder whether ythare deemed to be a
Qualified Bidder and whether their bid is a QualifiBid before the Auction.

The Stalking Horse is deemed a Qualified Bidder thiedStalking Horse Bid is a
Qualified Bid in all respects. The Tyler Trusteeits designee shall also be
deemed a Qualified Bidder and any credit bid of Tigker Trustee is a Qualified

Bid in all respects. Tyler will provide copies thie Qualified Bids to the Tyler

Trustee, the Committee, the Stalking Horse, and thes Attorney General.

Tyler reserves the right, in its sole reasonalderdtion, to waive noncompliance
with any one or more of these requirements and deeotherwise not Qualified
Bid to be a Qualified Bid. Tyler will advise allu@lified Bidders of any such
waiver and the basis for which it was granted atAhction.

Auction Participation. Unless otherwise agreed to by Tyler, only Quedif
Bidders, members of the Committee, the Tyler Twmstend their legal or
financial professionals are eligible to attend artigipate at the Auction. Subject
to the other provisions of these Bid Procedure§yler does not receive any
Qualified Bids other the Stalking Horse Bid or d Qualified Bidder other than
the Stalking Horse has indicated its intent toipigdte in the Auction, Tyler will
not hold an Auction and the Stalking Horse willrisamed the Successful Bidder,
subject to the Tyler Trustee’s right to credit belprovided for herein.

Auction. If any Qualified Bid other than the Stalking KderBid for any of
Tyler's assets has been received and any QuaBlfi@der other than the Stalking
Horse has indicated its intent to participate m Auction, Tyler will conduct the
Auction for the sale of substantially all of itssats. Each Qualified Bidder
participating at the Auction will be required tonfiom that it has not engaged in
any collusion with respect to the bidding or théeSa

The Auction shall take place at 10:00 am (prevail@entral Time) on January
21, 2015 at the offices of DLA Piper LLP (US), 17Main Street, Suite 4600,

Dallas, TX 75201. At the Auction, only the Stalgirlorse and other Qualified

Bidders will be permitted to increase their bidsnoake any subsequent bids.
Tyler may conduct the Auction in the manner it oeebly determines, in its

business judgment, will promote the goals of the: fmocess, will achieve the
maximum value for all parties in interest and i$ mgonsistent with any of the

provisions of these Bid Procedures, the APA, thekBaptcy Code or any order
of the Bankruptcy Court entered in connection hérew

Closing the Auction The Auction shall continue until there is onlgeooffer
that Tyler determines, subject to Bankruptcy Capproval, is the highest or
best offer from among the Qualified Bidders (inéhgd the Stalking Horse)
submitted at Auction (the_"Successful Bid”). Thedlfied Bidder submitting
such Successful Bid shall become the “Successfidddi” and shall have such
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rights and responsibilities of a purchaser, ad@th in the APA (or Modified
Agreement, as applicable).

Immediately prior to the conclusion of the Auctidryler shall (1) review each

bid made at the Auction on the basis of financia aontractual terms and such
other factors as may be relevant to the sale pspdasluding those factors

affecting the speed and certainty of consummathey $ale; (2) identify the

Successful Bid; and (3) notify all Qualified Biddeat the Auction, prior to its

conclusion, of the name or names of the SucceBsfider and the amount and
other material terms of the Successful Bid.

Tyler shall also select a back-up bid (the “Back-Big"), which shall remain
open and irrevocable until one (1) business dagr #fie closing of the Sale with
the Successful Bidder, but in no event more thaergg-five (75) days after the
Auction. In the event that, for any reason, theceasful Bidder fails to close the
transaction contemplated by the Successful Biddger may elect to regard the
Back-Up Bid as the highest or best bid for the Assand Tyler will be
authorized to consummate the transaction conteewpldy the Back-Up Bid
without further order of the Bankruptcy Court.

The Bid Protections

25. The Stalking Horse has expended, and likely willntcwe to expend,
considerable time, money and energy pursuing the &z has engaged in arm’s length and
good faith in negotiations with Tyler in connectithrerewith. In recognition of this expenditure
of time, energy and resources, and the benefiteaodfiring an opening bid, Tyler has agreed to
provide customary bid protections to the Purchaser.

26. In particular, the APA provides that the paymenttw Break-Up Fee shall be
payable on the day of any sale, lease, transfdéoreclosure of any of the Assets or material
consummation of any Alternative Transaction (asngef in the APA) from the first proceeds
thereof and, second, from Tyler’s cash (althoughBid Procedures provide that any Qualified
Bid, including a credit bid, must have a cash congp, so in all cases there should be proceeds
to pay the Break-Up Fee). The APA further provitted the Expense Reimbursement shall only
be payable upon the occurrence of certain limiatltions causing the termination of the APA
as described in more detail therein. The BreakFdp (or the Expense Reimbursement, where

applicable) shall constitute an administrative ergee claim in the bankruptcy case under
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sections 503(b) and 507(a)(2) of the Bankruptcy € odnd shall be a super-priority
administrative claim and superior to all claimstive case, other than the claim of Tyler’s
existing DIP lender, whose DIP loan shall be sugeri

27. The Bid Protections were a material inducement &gl a condition of, the
Stalking Horse’s entry into the APA. As set fontlore fully below, Tyler believes that the Bid
Protections are fair and reasonable and will mazeénthe value realized by the Tyler's estate,
creditors and other interested parties.

Notice of Sale Hearing, Auction and Related Deadlas

28.  Subject to the Court’s calendar, Tyler proposesduedule the Sale Hearing on
January 23, 2015 at 9:30 a.m. (prevailing Cenirak), or as soon thereafter as the Court’s
calendar permits. Tyler further requests that Goairt set the deadline to file and serve any
objection and supporting evidence with respech&Sale of the Assets free and clear of Claims
and Encumbrances as January 19, 2015 at 4.00 revafling Central time).

29.  Within two (2) business days following entry of tBel Procedures Order, Tyler
proposes to serve the Auction and Sale Notice,tanbally in the form attached to the Bid
Procedures Order as Exhibit 2, setting forth theiqgent dates and deadlines related to the Sale,
Auction and Sale Hearing, on all known creditor3glier and other parties in interest, including,
without limitation: (i) the Office of the United &tes Trustee for the Northern District of Texas,
(i) counsel to the Stalking Horse, (iii) counsa& the Committee, (iv) counsel to Tyler’s
prepetition secured lenders, (v) all entities knolmn Tyler to have expressed an interest in
acquiring Tyler’s assets in the previous calendsry(vi) all entities known to have asserted any

lien, interest or encumbrance upon Tyler's asqetg; appropriate state and federal regulatory
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agencies; and (viii) all other parties who fileduests for notice under Bankruptcy Rule 2002 in
these cases.

Assignment Procedures

30. Tyler proposes to establish the Assignment Proesduo be employed in
connection with the identification, assumption aaslsignment of Assumed Contracts in
accordance with the APA or Modified Agreement, pgli@able.

31. In particular, the APA provides that the Stalkingrbk has until the later of
Closing (as defined in the APA) or determinatiorcofe amounts, to determine which of Tyler’s
executory contracts and unexpired leases will beuA®d Contracts. In connection with
approval of the Bid Procedures, Tyler anticipatisg with the Court a list identifying proposed
Assumed Contracts and the amounts necessary talefaelts thereunder (the “Cure Amounts”)
that it intends to assume and assign to the SuoteBglder. Tyler will also serve the
counterparties to all Assumed Contracts with acegtsubstantially in the form attached to the

Bid Procedures Order as Exhibit 3 (the “Assumptidatice”), providing a list of proposed

Assumed Contracts and the corresponding Cure Arsaimat Tyler is seeking to assume and
assign to the Successful Bidder. Furthermore, Alssumption Notice will also notify
counterparties of the deadline to object to theuragpgion and assignment of the Assumed
Contracts, which will be fourteen (14) days follogiservice of the Assumption Notice. No
assumption or assignment will be binding on Tylethe Stalking Horse until consummation of
the Sale and the filing of a Notice of Closing (kfined in the APA). Tyler will reject any

executory contract and unexpired lease not assam@essigned to the Successful Bidder.
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Relief Requested

32. By this Motion, Tyler respectfully requests thergmf two orders. First, Tyler
requests entry of the Bid Procedures Order, sutisignn the form attached hereto as Exhibit
A,

(@) Authorizing and approving the Bid Procedures inreation with the Sale
of Tyler's Assets, substantially in the form attadho the Bid Procedures
Order as Exhibit 1;

(b) Authorizing and approving the Bid Protections aofférto the Stalking
Horse;

(c) Approving the form and manner of notice of the Amict Sale Hearing
and related deadlines; and

(d) Authorizing and approving the Assignment eaares.

33. Second, Tyler respectfully requests that, at ceratie Sale Hearing, the Court
enter the Sale Order, in the form to be filed sghsetly, (a) approving the sale of the Assets to
the Successful Bidder free and clear of Claims Bndumbrances and in accordance with the
terms of the APA or Modified Agreement, as appllealnd (b) granting related relief.

Basis for the Requested Relief

34.  Tyler believes that cause exists to grant bothrsreing sought by this Motion.
The proposed Bid Procedures and the Auction and [Satice are reasonable and necessary to
effectuate the sale process and provide suffimetite and opportunity to permit other bidders
to participate in the Auction. Upon conclusiontbé Auction, Tyler believes that sufficient
cause exists to enter an order approving the peapsale to the Stalking Horse or to any bidder

that submits a higher or better bid pursuant tdBideProcedures.
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A. The Proposed Bid Procedures Should be Approved.

35. Tyler believes it is in the best interests of ittage, creditors, residents and
employees to commence a process for solicitingntialebidders to participate in the Auction.
Tyler seeks approval of the Bid Procedures in &ortefo maximize the likelihood of higher and
better bids being made for Tyler's Assets. Tylelidves that the Bid Procedures will provide
interested parties with a reasonable opportunigviuate whether to propose a bid for Tyler’s
Assets that is higher or otherwise better thartStiagking Horse Bid for the same Assets.

36. Pursuant to Bankruptcy Rule 6004(f)(1), Tyler masll roperty outside the
ordinary course of business by private sale orutylip auction. In this case, Tyler believes that
an auction will expose the Assets to a broad anersie market and ensure a sale for the highest
or otherwise best offer.

37. If the Bid Procedures are approved, Tyler will siblcompeting Qualified Bids
for the Assets. The Bid Procedures describe, anotimgr things, the Assets available for sale,
the manner in which bidders and bids become “gedlif the coordination of diligence efforts
among bidders and Tyler, the receipt, negotiatioth gualification of bids received, the conduct
of the Auction, if any, and the selection and appt@f a Successful Bidder.

1. The Proposed Bid Procedures Are Reasonable aoesNary.

38. The Bid Procedures were developed consistent wyter's competing needs to
expedite the sale process and promote participatiah active bidding. Moreover, the Bid
Procedures reflect Tyler's objective of conductthg Auction in a controlled, fair and open
fashion.

39.  Tyler believes the Auction and Bid Procedures wittmote active bidding from

interested parties and will identify the highestotiherwise best offer for the Assets. The Bid
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Procedures will allow Tyler to conduct the Auctiona manner that will encourage participation
by financially capable bidders who demonstrateabiity to close on the Sale. Tyler believes
the Bid Procedures are: (a) sufficient to encoerbaigilding for the Assets; (b) consistent with
other procedures previously approved by the Coamyj (c) appropriate under the relevant
standards governing auction proceedings and biddiogntives in bankruptcy proceedings.
Further, the Bid Procedures are designed to marinaiue for Tyler’s estate, while ensuring an
orderly sale process.

40. Once Tyler articulates a valid business justif@atithe business judgment rule
provides that there “is a presumption that in mgka business decision the directors of a
corporation acted on an informed basis, in goott fand in the honest belief that the action was

in the best interests of the company.” In re 3.\Nut Co., 186 B.R. 98, 102 (Bankr. N.D. Ill.

1995) (quoting_Smith v. Van Gorkom, 448 A.2d 852 &Del. 1985); In re Integrated Res., Inc.,

147 B.R. 650, 656 (S.D.N.Y. 1992); Comm. of AsbsdRelated Litigants v. Johns-Manville

Corp. (In_re Johns-Manville Corp.), 60 B.R. 612,5616 (Bankr. S.D.N.Y. 1986) (“[A]

presumption of reasonableness attaches to a delob@ariagement decisions.”).
41. Courts have made clear that a debtor’s busineggrjadt is entitled to substantial
deference with respect to the procedures to be usedlling assets from the estate. See, e.g.,

Integrated Res., 147 B.R. at 656-57 (noting tha¢rlmd procedures and break-up fee

arrangements that have been negotiated by a delbéorto be reviewed according to the
deferential “business judgment” standard, underctvtsuch procedures and arrangements are

“presumptively valid”); In re 995 Fifth Ave. Assacd..P., 96 B.R. 24, 28 (Bankr. S.D.N.Y.

1989) (same).
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42. The paramount goal in any proposed auction of ptgpef the estate is to

maximize the proceeds received by the estate. &ge,In re Food Barn Stores, Inc., 107 F.3d

558, 564-65 (8th Cir. 1997) (in bankruptcy sales,ptimary objective of the Code [is] to

enhance the value of the estate at hand”); Intedr&es., 147 B.R. at 659 (“It is a well-

established principle of bankruptcy law that the duty with respect to such sales is to obtain
the highest price or greatest overall benefit gmssfor the estate.”) (quoting In re Atlanta

Packaging Prods., Inc., 99 B.R. 124, 130 (Bankid.Xta. 1988)).

43. To that end, courts uniformly recognize that praced intended to enhance
competitive bidding are consistent with the goah@iximizing the value received by the estate
and therefore are appropriate in the context okhgricy transactions._ See, e.qg., Integrated
Res., 147 B.R. at 659 (finding that procedures ¢éimaburage bidding and maximize the value of

the debtor's assets are enforceable); In re Finvd\ldetwork, Inc., 126 B.R. 152, 156 (Bankr.

S.D.N.Y. 1991), (“[Clourt-imposed rules for the plesition of assets . . . [should] provide an
adequate basis for comparison of offers, and [sfjqarbvide for a fair and efficient resolution of
bankrupt estates.”).

44.  Tyler has sound business justifications for seekipgroval of the Bid Procedures
at this juncture. Tyler believes it is in the bederests of its estate, creditors, residents and
employees to commence a bidding procedure immdyliade Tyler has limited funding and
resources to try to maximize the value of its assét addition, the sale of the assets provides a
realistic means for the continuation of certaindest care services for the residents of Meadow
Lake with minimal interruption and inconvenienc&or these reasons, Tyler has determined,

based upon its business judgment, that the besinofar maximizing the value of its estate for
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the benefit of its creditors, residents, employaed other parties in interest is through the Sale
pursuant to the Bid Procedures.

45.  Tyler believes that the Bid Procedures will estblihe parameters under which
the Sale with the Stalking Horse may be testetdaiuction. The Bid Procedures are designed
to encourage competitive bidding in an orderly nearand to maximize value for Tyler’s estate,
creditors, residents and employees. The proposembg@ures contain terms typical for a process
through which a sale of this nature is consummated! will increase the likelihood that Tyler
will receive the greatest possible consideratiocabse they will ensure a competitive and fair
bidding process.

46. As additional support, Bankruptcy Code section apF(ovides that the Court
“may issue any order, process or judgment thateisessary or appropriate to carry out the
provisions of this title.” 11 U.S.C. § 105(a). Agescribed above, approval of the Bid
Procedures will greatly assist Tyler in maximizthg value that it may obtain for all or portions
of its Assets. Therefore, Tyler respectfully sutsmihat granting the requested relief is
“appropriate” under the circumstances.

2. The Bid Protections Are in the Best Interest$ér’'s Estate.

47.  To induce the Stalking Horse to expend the timergynand resources necessary
to submit the Stalking Horse Bid, Tyler has agreeg@rovide the Stalking Horse, and seek this
Court’s approval of, the Bid Protections as sethfan the Bid Procedures and the APA.

48. Tyler proposes to provide the Stalking Horse witte tBid Protections as
described in the Bid Procedures Order. Such piiotex have induced the Stalking Horse’s
entry into the APA and its offering of the Stalkiktprse Bid. Tyler believes that the Bid

Protections are fair and reasonable in light of {la@ intensive analysis, due diligence
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investigation, and negotiation undertaken by thalkBtg Horse in connection with the
transaction and (b) the fact that, if the Break{the is triggered, Tyler will have closed on a
higher or otherwise better offer for the Assetsth® benefit of Tyler’'s creditors, residents and
employees.

49.  Although bidding incentives in favor of a Stalkiktprse are measured against a
business judgment standard, to receive adminiggrakpense priority pursuant to Bankruptcy
Code section 503(b), the bidding incentive musviol® some post-petition benefit to the estate.

See_In re O’Brien Envtl. Energy, Inc., 181 F.3d 5333 (3d Cir. 1999). The O’Brien court

identified two instances in which such a benefitite estate may be found. The first instance is
where the incentive promoted a more competitivalibigl process, “such as by inducing a bid
that otherwise would not have been made and withwbith bidding would have been limited.”
Id. at 537. The second instance is where biddiogntives induce a bidder to research the value
of the debtor and submit a bid that serves asltioe bid on which other bidders can rely. Id.

50. The amount of the Break-Up Fee and Expense Reimtmast proposed by this
Motion is reasonable and appropriate in light @ $ize and nature of the transaction. Moreover,
the Break-Up Fee and Expense Reimbursement arastamiswith the Third Circuit's test
articulated in_O’Brian; they were an inducement fioe Stalking Horse to expend time and
resources in order to provide a competitive flodk b

51. Tyler submits that the Bid Protections are normahd often necessary
components of sales outside the ordinary courgeisihess under Bankruptcy Code section 363.

See,_e.g., In re Kupp Acquisition Corp., Case N&.1923 (PJW) (Bankr. D. Del. March 3,

1997); In re Kmart, Case No. 02-B-02474 (SPS) (BanNkD. Ill. May 10, 2002) (authorizing a

termination fee and overbid amounts for potentidtérs);_In re Comdisco, Inc., Case No. 01-
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24795 (RB) (Bankr. N.D. Ill. Aug. 9, 2002) (approgia termination fee asjter alia, an actual
and necessary cost and expense of preserving teeslgstate, of substantial benefit to Tyler's
estate, and a necessary inducement for, and atamtb, the proposed purchaser’s entry into

the purchase agreement); In re Crowthers McCateRsatIinc., 114 B.R. 877 (Bankr. S.D.N.Y.

1990) (approving an overbid requirement in an arheqguaal to the approved break-up fee).

52. In sum, Tyler’'s ability to offer the Bid Protecti®rio the Stalking ensures a Sale
of its Assets to the Stalking Horse at a priceelidves to be fair, while also keeping open the
opportunity for higher and better bids. Thus, B Protections should be approved.

53.  Moreover, payment of the Break-Up Fee will not dirsh the funds available for
distribution to creditors, because, as stated gbbyler will only be required to pay the Break-
Up Fee if Tyler consummates a sale with an alteradbidder in an amount that not only
exceeds the consideration offered by the Stalkiogsel for the Assets, but also provides for
sufficient funds to pay the Break-Up Fee.

B. The Sale Order Should Be Approved.

1. The Proposed Sale is an Exercise of Tyler’'s 8d&usiness Judgment
and Should Be Approved.

54.  Tyler submits that ample authority exists for tippr@val of the Sale. Bankruptcy
Code section 363, which authorizes a debtor toassits of the estate other than in the ordinary
course of business, provides, in relevant parfhé[trustee, after notice and a hearing, may use,
sell or lease, other than in the ordinary courskeusiness, property of the estate . . . .” 11 C.S.
§ 363(b)(1).

55.  Although Bankruptcy Code section 363 does not sethfa standard for
determining when it is appropriate for a court taharize the sale or disposition of a debtor’'s

assets, courts have held that approval of a propsesie of property pursuant to section 363(b) is
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appropriate if the transaction represents the redde business judgment of the debtor. See

Comm. of Equity Security Holders v. Lionel Corp (e Lionel Corp.), 722 F.2d 1063 (2d Cir.

1983); see also In re Delaware & Hudson Ry. Co4 BR. 169, 176 (D. Del. 1991) (holding

that a court must be satisfied that there is a ridouusiness reason” justifying the

preconfirmation sale of assets); In re Phoenix|STeep., 82 B.R. 334, 335-36 (Bankr. D. Del.

1987) (stating that the elements necessary foroappof a section 363 sale in a Chapter 11 case
are “that the proposed sale is fair and equitatilat there is a good business reason for
completing the sale and the transaction is in daat”).

56. If a valid business justification exists for thdesas it does in this case, Tyler’s
decision to sell property out of the ordinary ceuo$ business enjoys a strong presumption “that
in making a business decision the directors ofraamation acted on an informed basis, in good
faith and in an honest belief that the action takes in the best interests of the company.” Inre

Integrated Res., Inc., 147 B.R. at 656. Therefpagties objecting to Tyler's proposed Sale must

make a showing of “bad faith, self-interest or graggligence.”_Id. at 656; see also In re Johns-

Manville Corp., 60 B.R. at 616 (“Where the debtdrcalates a reasonable basis for its business

decisions (as distinct from decisions made arhigrar capriciously), courts will generally not
entertain objections to the debtor’'s conduct.”).

57.  Courts typically consider the following factorsdetermining whether a proposed
sale satisfies this standard: (a) whether a sowminéss justification exists for the sale;
(b) whether adequate and reasonable notice of #e was given to interested parties;
(c) whether the sale will produce a fair and reabdm price for the property; and (d) whether the

parties have acted in good faith. See, e.q., Dalaware & Hudson Ry. Co., 124 B.R. at 176; In

re Phoenix Steel Corp., 82 B.R. at 335-36. Thegsed Sale satisfies all of these factors.
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58. First, Tyler has proposed the Sale after thoroughsicleration of all viable
alternatives and has concluded that the Sale osterl by a number of sound business reasons.
Due to its liquidity constraints, a sale is crititmmaintaining the going concern value of Tyler's
business operations. Moreover, a prompt saleylar's assets will preserve value for its estate.
The maximization of asset value for the beneficditors reflects a sound business purpose
that warrants authorization of the proposed Sale.

59. Second, Tyler will provide notice of the Bid Prooees as provided in the Bid
Procedures Order, including notice to creditordeptial bidders and other parties in interest.
Tyler submits that such notice constitutes adegamatereasonable notice to interested parties.

60. Third, the value Tyler will receive for the Assets a going concern pursuant to
the APA, or through such other purchase agreemdgf{a/een Tyler and any Successful Bidder,
exceeds any value Tyler could get for the asse®y/liér was required to liquidate its assets
piecemeal, while maintaining appropriate servicegdsidents.

61. Finally, as described in more detail below, theeSad provided in the APA was
negotiated in the utmost good faith and at armigtle.

62. For the foregoing reasons, Tyler submits that apgdrof the Sale and all related
transactions are appropriate and warranted undakrBptcy Code section 363.

2. The Proposed Sale Should Be Free and Clear lofClaims and
Encumbrances.

63.  Tyler further submits that it is appropriate tol sed Assets free and clear of all
Claims and Encumbrances, subject to the termseofAfPA and pursuant to Bankruptcy Code
section 363(f), with any such Claims and Encumbegaraitaching to the net sale proceeds of the
Assets, as and to the extent applicable. Sect&B{f3of the Bankruptcy Code authorizes a

debtor to sell assets free and clear of liensp@Eainterests and encumbrances if:
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(2) applicable non-bankruptcy law permits sale wéhsproperty free
and clear of such interests;

(2) if such entity consents;

3) such interest is a lien and the price at wisigbh property is to be
sold is greater than the value of all liens on qudperty;

(4) such interest is in bona fide dispute; or
(5) such entity could be compelled, in a legal quiable proceeding,
to accept a money satisfaction of such interest.
11 U.S.C. 8 363(f).
64. Because Bankruptcy Code section 363(f) is draftetthé disjunctive, satisfaction

of any one of its five (5) requirements will su#fitco permit the sale of Tyler's assets “free and

clear” of liens and interests. Michigan Employm&et. Comm’n v. Wolverine Radio Co. (In re

Wolverine Radio Co.), 930 F.2d 1132, 1147 n.24 @®th 1991) (stating that Bankruptcy Code

section 363(f) is written in the disjunctive; haidithat the court may approve the sale “free and
clear” provided at least one of the subsectionBartkruptcy Code section 363(f) is met); In re

Dundee Equity Corp., 1992 WL 53743, at *4 (BankD.8l.Y. Mar. 6, 1992) (“Section 363(f) is

in the disjunctive, such that the sale free ofititerest concerned may occur if any one of the
conditions of § 363(f) have been met.”).

65. The Court also may authorize the sale of a debems&ets free and clear of any
liens pursuant to section 105 of the Bankruptcy & @ven if section 363(f) did not apply. See

In re Trans World Airlines. Inc., 2001 WL 1820324, *3 (Bankr. D. Del. Mar. 27, 2001)

(stating that “bankruptcy courts have long haddhthority to authorize the sale of estate assets

free and clear even in the absence of 8§ 363(f)¥e slso_Volvo White Truck Corp. v.

Chambersberg Beverage, Inc. (In re White Motor @r€drp.), 75 B.R. 944, 948 (Bankr. N.D.
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Ohio 1987) (“Authority to conduct such sales [fraed clear of liens] is within the court’s
equitable powers when necessary to carry out tha@spons of Title 11.").

66. Tyler believes that one or more of the tests ofkBaptcy Code section 363(f) are
satisfied with respect to the transfer of the Asgeirsuant to the APA or as otherwise agreed to
with a Successful Bidder. Moreover, any lienholdsio will be adequately protected by having
its liens, if any, attach to the sale proceedsivedeby Tyler for the sale of the Assets to one or
more Successful Bidders in the same order of pyiowith the same validity, force and effect
that such creditor had prior to such sale, suligeiny claims and defenses Tyler and its estate
may possess with respect thereto. Accordinghtjae863(f) authorizes the sale and transfer of
the assets free and clear of any such encumbrances.

3. The Proposed Sale Should Not be Subject tostarimilar Taxes.

67. Pursuant to section 1146 of the Bankruptcy CodérTasserts that the Sale of its
Assets to the Successful Bidder should not be stibjeany stamp tax, recording tax or similar
tax. Section 1146(a) of the Bankruptcy Code pravitleat, “the making or delivery of an
instrument of transfer under a plan confirmed ursstion 1129 of this title, may not be taxed

under any law imposing a stamp tax or similar takI’' U.S.C. §1146(a)

® The Successful Bidder shall have no successititiafor any claims against Tyler. Courts hawensistently held that the
purchaser of a debtor’s assets under Bankruptcy Gedtion 363 takes such assets free and cleaccéssor liability resulting
or arising from pre-existing claims. Such succes$isbility-type claims would frustrate the purposkan order authorizing the
sale of estate assets free and clear of all “iatere Accordingly, the purchasing parties shoutd Ime subject to further claims
related to a debtor’s pre-sale conduct. See, Migth Ave. Remedial Grp. v. Allis-Chalmers Corp951B.R. 716, 732 (Bankr.
N.D. Ind. 1996) (stating that a bankruptcy cours lize power to sell assets free and clear of ateydst that could be brought
against the bankruptcy estate during the bankriipkdscArthur Co. v. Johns-Manville Corp. (In re dshManville Corp.), 837
F.2d 89, 91 (2d Cir. 1988) (channeling of claimptoceeds of sale consistent with intent of sale &nd clear under Bankruptcy
Code section 363(f));_Rubinstein v. Alaska Pac. $ootium (In re New England Fish Co.), 19 B.R. 3339 (Bankr. W.D.
Wash. 1982) (transfer of property pursuant to Baptay Code section 363(f) was made free and cleditie VIl employment
discrimination and civil rights claims of debtomhployees); In re Hoffman, 53 B.R. 874, 876 (BafikrR.l. 1985) (transfer of
liquor license pursuant to Bankruptcy Code secB68(f) was made free and clear of any interest fssibie even though estate
had unpaid tax liability); Am. Living Sys. v. Bon@b (In re All Am. of Ashburn, Inc.), 56 B.R. 18689-90 (Bankr. N.D. Ga.
1986) (product liability claims precluded on suamsliability doctrine where assets were sold feeel clear pursuant to
Bankruptcy Code section 363(f)); aff'd sub. noniffén v. Bonapfel, 805 F.2d 1515 (11th Cir. 1986).
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68.  Tyler asserts that the Sale of its Assets is @litic the consummation of the plan
of liquidation it intends to file as soon as preable. Because Tyler intends to seek
confirmation of the plan of liquidation prior todlctlosing of the Sale to the Successful Bidder,
Tyler asserts that the Sale is “under a plan cor@dd under section 1128 of this title” within the

meaning of section 1146(a) of the Bankruptcy Co8ee, e.g. In re New 118th, Inc., 398 B.R.

791, 793 (Bankr. S.D.N.Y. 2009) (holding that theetgon 1146(a) exemption applies to pre-
confirmation sales that close post-confirmation rghéhe sale was an integral part of the
consummation of the anticipated plan).

4. Assumption and Assignment of Assumed Contracfsuthorized by
Bankruptcy Code Section 365.

69. Bankruptcy Code Sections 365(a) and (b) authoriz#elator in possession to
assume, subject to the court’'s approval, executontracts or unexpired leases of the debtor.

11 U.S.C. § 365(a), (b); In re Jamesway Corp.,B®R. 73, 76 (Bankr. S.D.N.Y. 1996). Under

Bankruptcy Code section 365(a), a debtor, “suld@the court’'s approval, may assume or reject
any executory contract or unexpired lease of theate 11 U.S.C. § 365(a). Bankruptcy Code
Section 365(b)(1), in turn, codifies the requiremsefor assuming an unexpired lease or
executory contract of a debtor, providing that:

(b)(1) If there has been a default in an executamytract or unexpired
lease of the debtor, the trustee may not assume cuaract or
lease unless, at the time of assumption of suclraxinor lease,
the trustee—

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

(B) compensates, or provides adequate assurante tha
the trustee will promptly compensate, a party other
than the debtor to such contract or lease, for any
actual pecuniary loss to such party resulting from
such default; and
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(C) provides adequate assurance of future perforenan
under such contract or lease.

11 U.S.C. § 365(b)(l).

70. The standard applied by a court in determining Wwaetthe assumption or
rejection of an executory contract or unexpiredséepursuant to section 365(a) should be
approved is the “business judgment” test, whiclhuireg a debtor to determine that the requested

assumption or rejection would be beneficial toeistate. _See, e.qg., In re Grp. of Inst. Investors,

Inc. v. Chicago, Milwaukee, St. Paul and Pac. &, 318 U.S. 523, 550 (1943) (“the question

[of assumption] is one of business judgment”); @rictures Corp. v. Showtime Networks, Inc.

(In re Orion Pictures Corp.), 4 F.3d 1095, 109889 Cir. 1993) (to decide a motion to assume

the court must put itself in the position of thastee and determine whether such assumption
would be a good decision or a bad one).
71.  Courts generally will not second-guess a debtousiriess judgment concerning

the assumption of an executory contract. See Ra@o Gucci, 193 B.R. 411, 414 (S.D.N.Y.

1996); see also Sharon Steel Corp. v. NationalRkea$ Distrib. Corp. (In re Sharon Steel Corp.),

872 F.2d 36, 40 (3d Cir. 1989); In re Ill Entencl, 163 B.R. 453, 469 (Bankr. E.D. Pa. 1994)

(“Generally, a court will give great deference tad@btor’s decision to assume or reject an
executory contract. A debtor need only show ttsatlecision to assume or reject the contract is
an exercise of sound business judgment—a standaigthwe have concluded many times is not
difficult to meet.”).

72. In the present case, Tyler's assumption and assighof the Assumed Contracts
meets the business judgment standard and satisféesequirements of section 365 of the
Bankruptcy Code. As discussed above, the Sale prill/ide significant benefits to Tyler's

estates. Because Tyler cannot obtain the bengfitbe Sale without the assumption of the
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Assigned Contracts, the assumption of these AsgiQuatracts is undoubtedly a sound exercise
of Tyler’'s business judgment.

73.  Further, a debtor in possession may assign an xgotontract or an unexpired
lease of the debtor if it assumes the agreemeatanrdance with section 365(a), and provides
adequate assurance of future performance by thgnass whether or not there has been a
default under the agreement. See 11 U.S.C. 8§ @Bh(f Significantly, among other things,
adequate assurance may be provided by demonstrdtengassignee’s financial health and

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

56 B.R. 596, 605-06 (Bankr. S.D.N.Y. 1986) (statithgt adequate assurance of future
performance is present when the prospective assigha lease from the debtor has financial
resources and has expressed willingness to deuffteient funding to the business in order to
give it a strong likelihood of succeeding).

74. The meaning of “adequate assurance of future pednce” depends on the facts
and circumstances of each case, but should be §prantical, pragmatic construction.” EBG

Midtown S. Corp. v. McLaren/Hart Envtl. Eng’g Corfin re Sanshoe Worldwide Corp.), 139

B.R. 585, 592 (S.D.N.Y. 1992) (citations omitteaff,d, 993 F.2d 300 (2d Cir. 1993).

75.  Here, the Successful Bidder will be required to glhgure amounts in connection
with the Assumed Contracts.The Successful Bidder will have shown sufficiessets to
continue performance thereunder, and at the Salarifde the Successful Bidder will
demonstrate to the satisfaction of the Court tltqaate assurance of future performance is
present by the promise to perform the obligatiohthe Assumed Contracts from and after the
closing of the Sale. Accordingly, Tyler submitsatththe assumption and assignment of the

Assumed Contracts as set forth herein should beoaeg.
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76.  To assist in the assumption, assignment and sdleedissumed Contracts, Tyler
also requests that the Court enter an order proyidhat anti-assignment provisions in the
Assumed Contracts shall not restrict, limit or pbitthe assumption, assignment and sale of the
Assumed Contracts or the timelines set forth inBlteProcedures, and are deemed and found to
be unenforceable anti-assignment provisions withign meaning of Bankruptcy Code section
365(f).
77.  Section 365(f)(1) of the Bankruptcy Code permitdedtor to assign unexpired
leases and contracts free from such anti-assignrastiictions, providing, in pertinent part, that:
[N]otwithstanding a provision in an executory caatror unexpired lease
of the debtor, or in applicable law, that prohipitsstricts, or conditions
the assignment of such contract or lease, theegustay assign such
contract or lease under paragraph (2) of this stiose. . . .

11 U.S.C. 8 365(f)(1).

78.  Section 365(f)(I), by operation of law, invalidai@®visions that prohibit, restrict,

or condition assignment of an executory contraatraxpired lease. See, e.q., Coleman Oil Co.,

Inc. v. The Circle K Corp. (In re The Circle K Corpl27 F. 3d 904, 910-11 (9th Cir. 1997)

(“no principle of bankruptcy or contract law predés us from permitting the debtors here to
extend their leases in a manner contrary to theeaerms, when to do so will effectuate the
purposes of section 365”). Section 365(f)(3) gbegond the scope of section 365(f)(1) by
prohibiting enforcement of any clause creatingghtrito modify or terminate the contract or

lease upon a proposed assumption or assignmerbthetee, e.g., In re Jamesway Corp., 201

B.R. 73 (Bankr. S.D.N.Y. 1996) (section 365(f)(3plpibits enforcement of any lease clause
creating right to terminate lease because it imdeissumed or assigned, thereby indirectly
barring assignment by debtor; all lease provisions, merely those entitled anti-assignment

clauses, are subject to court’s scrutiny regardimgrassignment effect).
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79.  Other courts have recognized that provisions tlaehthe effect of restricting

assignments also cannot be enforced. See In kelRitome Citrs., Inc., 240 B.R. 826, 831 (D.

Del. 1998) (“In interpreting Section 365(f), coudaad commentators alike have construed the
terms to not only render unenforceable lease piansswhich prohibit assignment outright, but
also lease provisions that are so restrictive tihaly constitute de facto anti-assignment

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

[the] case law interpreting 8 365(f)(I) of the Bamptcy Code establishes
that the court does retain some discretion in deteng that lease

provisions, which are not themselves ipso facto-asgignment clauses,
may still be refused enforcement in a bankruptaytext in which there is

no substantial economic detriment to the landldrdws), and in which

enforcement would preclude the bankruptcy estaben frealizing the

intrinsic value of its assets.

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

80. Thus, Tyler requests that any anti-assignment prows and right of first refusal
provisions be deemed not to restrict, limit or pbiththe assumption, assignment and sale of the
Assumed Contracts and be deemed and found to bdanoeable anti-assignment provisions

within the meaning of section 365(f) of the BankaypCode.

C. Cause Exists for Waiver of the Stay ImposedBangkruptcy Rule
6004(h).

81. Bankruptcy Rule 6004(h) provides that an “orderhatizing the use, sale, or

lease of property. . . is stayed until the exporatof 14 days after entry of the order, unless the
court orders otherwise.” Fed. R. Bankr. P. 6004Bankruptcy Rule 6006(d) provides that an
“order authorizing the trustee to assign an exegutontract or unexpired lease . . . is stayed
until the expiration of 14 days after the entrytloé order, unless the court orders otherwise.” Id.

6006(d).
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82. Tyler requests that any order entered pursuanhéoMotion authorizing the
consummation of a transaction that is deemed a ¢lalessets and/or an assignment of an
executory contract or unexpired lease be effectivaediately by providing that the 14-day stay
under Bankruptcy Rules 6004 or 6006, as the cagebmas inapplicable, so that it may proceed
to close on the transaction as expeditiously asiplesand within the time frames contemplated
by Tyler and the Successful Bidder. Given Tyldiggiidity position and the danger of losing
going concern value, Tyler respectfully submitg ihé in the best interests of its estate to €los
the Sale as soon as possible after all closingitond have been met or waived. Accordingly,
Tyler hereby requests that the Court eliminate thalay stay period under Bankruptcy Rules
6004(h) and 6006(d).

Notice

83. Notice of this Motion has been provided to (a) M#ice of the United States
Trustee for the Northern District of Texas; (b) diy$ twenty largest unsecured creditors (a list
of which is provided as Exhibit C); (c) Tyler's seed lenders; (d) counsel for the Committee;
(e) the Office of the Attorney General for the 8taf Texas, (f) the Texas Department of Aging
and Disability Services, (g) the Centers for Methc& Medicaid Services, and (h) all other
parties who have requested notice in this casder Bpubmits that, in light of the nature of the

relief requested, no other or further notice isassary or required.

[ Remainder of Page Intentionally Blank]
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WHEREFORE, Tyler respectfully requests that the Court effifethe Bid Procedures
Order, substantially in the form attached heret&ssibit A, (a) authorizing and approving the
Bid Procedures, substantially in the form attacteethe Bid Procedures Order as Exhibit 1; (b)
authorizing Tyler to offer the Bid Protections tetStalking Horse; (c) scheduling the Auction,
Sale Hearing and related deadlines as set fortkirhe(d) authorizing and approving the
Assignment Procedures to be employed in connectitin the identification, assumption and
assignment of the Assumed Contracts; and (e) apgrdlie manner and form of notice of the
Auction and Sale Hearing, substantially in the faattached to the Bid Procedures Order as
Exhibit 2, and the Assumption Notice, substantialiythe form attached to the Bid Procedures
Order as Exhibit 3; and (ii) the Sale Order, sutistdly in the form to be filed subsequently, (a)
authorizing the Sale of the Assets free and clé&lams and Encumbrances; and (b) granting
related relief.

Dated: November 24, 2014
Dallas, Texas DLA PIPER LLP (US)

By:_/s/ Vincent P. Slusher

Vincent P. Slusher, State Bar No. 00785480
vincent.slusher@dlapiper.com

Andrew Zollinger, State Bar No. 24063944
andrew.zollinger@dlapiper.com

DLA Piper LLP (US)

1717 Main Street, Suite 4600

Dallas, Texas 75201-4629

Telephone: (214) 743-4500

Facsimile: (214) 743-4545

Thomas R. Califano (admittgmo hac vice)
thomas.califano@dlapiper.com

DLA Piper LLP (US)

1251 Avenue of the Americas

New York, New York 10020-1104

Tel: (212) 335-4500

Fax: (212) 335-4501

Attorneys for the Debtors and Debtors-in-Possession
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EXHIBIT A

BID PROCEDURES ORDER
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

In re: 8 CASE NO. 14-32821-11
8
SEARS METHODIST RETIREMENT 8 CHAPTER 11
SYSTEM, INC., etal. 8
§ Jointly Administered
Debtors. 8

ORDER (A) AUTHORIZING AND APPROVING BID PROCEDURES
TO BE EMPLOYED IN CONNECTION WITH THE SALE OF SUBST ANTIALLY
ALL OF THE ASSETS OF DEBTOR SEARS TYLER METHODIST R ETIREMENT
CORPORATION; (B) APPROVING CERTAIN BID PROTECTIONS; (C) SCHEDULING
AN AUCTION, SALE HEARING AND RELATED DEADLINES THER ETO;

(D) AUTHORIZING AND APPROVING THE ASSIGNMENT PROCED URES TO
BE EMPLOYED IN CONNECTION WITH THE IDENTIFICATION, ASSUMPTION
AND ASSIGNMENT OF CERTAIN CONTRACTS AND LEASES; AND
(E) APPROVING THE MANNER AND FORM OF NOTICE OF THE
AUCTION, SALE HEARING AND ASSIGNMENT PROCEDURES
[RELATED DOCUMENT NO._ ]

! The debtors in these chapter 11 cases, alonglwtlast four (4) digits of their taxpayer iderg#tion numbers, are:
Sears Methodist Retirement System, Inc. (6330)y®a® Senior Living, L.P. (8545), Odessa Methodisuing,
Inc. (9569), Sears Brazos Retirement Corporatiodb3B Sears Tyler Retirement Corporation (9581)arSe
Methodist Centers, Inc. (4917), Sears MethodistBlation (2545), Sears Panhandle Retirement Coiiporég233),
Sears Permian Retirement Corporation (7608), Selaias Retirement Corporation (8233), Sears TyletHddist
Retirement Corporation (0571) and Senior Dimensibits (4016). The mailing address of each oftiletors, solely
for purposes of notices and communications, is BR&€s Avenue, 21st Floor, c/o Paul Rundell, Dalfaxas 75201.
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Upon the motion (the “Motion® of Sears Tyler Methodist Retirement Corporation
(“Tyler,” and together with the other debtors arebibrs in possession in the above-captioned
cases, the_"Debtors”), pursuant to sections 103@3, and 365 of title 11 of the United States

Code (the “Bankruptcy Code”) and Rules 2002, 6@B06 and 9007 of the Federal Rules of

Bankruptcy Procedure (the “Bankruptcy Rules”), émtry of (i) the Bid Procedures Order (a)

authorizing and approving certain bid procedurebstantially in the form attached hereto as

Exhibit 1 (the “Bid Procedures”), to be employectonnection with the sale (the “Sale”) of all or

substantially all of Tyler's assets (the “Assets(ly) authorizing Tyler to offer certain bid
protections to ER Propco CO, LLC, a Delaware lichii@bility company (the “Stalking Horse”);

(c) scheduling an auction (the “Auction”), a hegrio consider approval of the Sale (the "Sale

Hearing”) and deadlines related thereto; (d) authmy and approving procedures (the

“Assignment Procedures”) to be employed in conoectvith the identification, assumption and

assignment of certain executory contracts and urexkgeases (collectively, the “Assumed
Contracts”); and (e) approving the manner and fofmotice of the Auction and Sale Hearing,
substantially in the form attached hereto as Exhihi and the Assignment Procedures,
substantially in the form attached hereto as Exl#pand (ii) an order, to be filed in connection
with the Motion (the “Sale Order”), (a) authorizitige Sale of the Assets free and clear of all liens
claims, encumbrances and interests other than tiaiskties expressly assumed under the APA

or Modified Agreement, as applicable (collectivellye “Claims and Encumbrances”); and (b)

granting related relief, and the Court having fouhdt (i) the Court has jurisdiction over this
matter pursuant to 28 U.S.C. 88 157 and 1334yéinue for this matter is proper in this district

pursuant to 28 U.S.C. 88 1408 and 1409, (iii) thia core proceeding pursuant to 28 U.S.C. §

2 Capitalized terms not otherwise defined hereinll dh@ve the meanings given to them in the MotionBad
Procedures (as defined herein.).
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157(b), (iv) notice of the Motion and the hearihgreon was sufficient under the circumstances,
and no further or other notice is required, anda(vasonable opportunity to object or be heard
regarding the relief requested in the Motion hasnbafforded to all interested persons; and the
Court having determined that the relief requestetthé Motion (x) represents a sound exercise of
Tyler’s business judgment, (y) is necessary andrgsd to maximize the value of Tyler’s estate,
and (z) is in the best interests of Tyler, its &stand its creditors; and upon the record hereid; a

after due deliberation thereon; and good and safftccause having been shown,

IT IS HEREBY FOUND AND DETERMINED THAT: 3

A. Tyler has articulated good and sufficient reeséor, and the best interests of its
estate, creditors, residents, employees, and ptrgies in interest will be served by, this Court
granting the relief requested in the Motion, inghgdapproval of (i) the Bid Procedures, (ii) the
Break-Up Fee and Expense Reimbursement, as proWded the Motion and APA, (iii) the
Assignment Procedures, and (iv) the form and mamfenotice of the Auction, Sale and
Assignment Procedures.

B. The Bid Procedures are fair, reasonable andogppte and are designed to
maximize the recovery with respect to the Sale.

C. The Break-Up Fee and Expense Reimbursemestpaild under the circumstances
described herein to the Stalking Horse are (i) alcand necessary costs and expenses of
preserving Tyler's estate, within the meaning ofnBaptcy Code section 503(b), (ii)
commensurate to the real and substantial benefittered upon Tyler’'s estate as a result of the

entry of the Stalking Horse into the APA, and (i@asonable and appropriate in light of the size

3 Findings of fact shall be construed as conclusadiiaw and conclusions of law shall be construg@iralings of fact
when appropriate. See Fed. R. Bankr. P. 7052.
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and nature of the proposed Sale and comparablsatraons, the commitments that have been
made and the efforts that have been or will be ectee by the Stalking Horse.

D. Moreover, the Break-Up Fee and Expense Reinemeat were essential to induce
the Stalking Horse’s entry into the APA. Unlessiassured that the Break-Up Fee and Expense
Reimbursement will be available, the Stalking Hoxseild be unwilling to consummate the Sale
or otherwise be bound under the APA (including ab&gation to maintain its committed offer
while such offer is subject to higher or otherwlsetter offers as contemplated by the Bid
Procedures). Accordingly, the Break-Up Fee andelBgp Reimbursement are reasonable and
appropriate and represent the best method for maixigwalue for the benefit of Tyler's estate.

E. Tyler has demonstrated a compelling and souuasinbss justification for
authorizing the payment of the Break-Up Fee and eBgp Reimbursement under the
circumstances, timing and procedures set forthenMotion.

F. Tyler has provided support for its decision aothorize the payment of the
Break-Up Fee and Expense Reimbursement sufficeesttisfy all conditions set forth in this
Court’s Standing Order Concerning Guidelines fompensation and Expense Reimbursement of
Professionals, for Early Disposition of Assets ina@ter 11 Cases, and for Motions and orders
Pertaining to Use of Cash Collateral and PostiBetKinancing, dated December 21, 2000.

G. The Auction and Sale Notice is appropriate,qadée and sufficient, and is
reasonably calculated to provide all interestedigmwith timely and proper notice of the Auction,
the Sale Hearing and related deadlines. No othieriler notice is required for the Auction, Sale
Hearing and related deadlines.

H. The Assumption Notice is appropriate, adegaai sufficient, and is reasonably

calculated to provide all counterparties to theukssd Contracts with timely and proper notice of
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the proposed assumption and assignment of the Ass@uontracts, the related Cure Amounts and
the Assignment Procedures. No other or furthecaas required for the Assignment Procedures.

l. Due, sufficient and adequate notice of tHeefgranted herein has been given to
parties in interest.

J. Tyler has articulated good and sufficient oeasfor, and the best interests of its
estate will be served by, this Court schedulingaée $earing to consider granting other relief
requested in the Motion, including approval of thale and the transfer of the assets to the
Successful Bidder free and clear of all Claims Bndumbrances pursuant to Bankruptcy Code
section 363(f).

J. As demonstrated by the compelling and sounthesss justifications set forth by
Tyler in the Motion and at the Hearing, the entfyhos Order is in the best interests of Tyler and
its estate, creditors, and interest holders andthér parties in interest herein; and therefore,

IT IS HEREBY ORDERED THAT:

1. The Motion is GRANTED as set forth herein.

2. All objections to the entry of the Bid Procedurasl€r not otherwise withdrawn are
overruled.

3. The Bid Procedures attached hereto as Exhibit hjapeoved in all respects and
shall govern all bids and bid proceedings relatimthe sale of Tyler's assets. Tyler is authorized
to take any and all actions necessary or apprepiieimplement the Bid Procedures.

4, The failure to specifically include or referencey grarticular provision of the Bid
Procedures in this Order shall not diminish or imgiee effectiveness of such procedure, it being
the intent of the Court that the Bid Procedureatnt&orized and approved in their entirety.

5. The form and manner of service of the Auction aate 3Notice described in the
Motion, and attached hereto as Exhibit 2, are amatan all respects. Tyler shall serve the

6
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Auction and Sale Notice on all of Tyler's creditoparties in interest and potentially interested
bidders. Service of the Auction and Sale Notiseset forth herein, constitutes sufficient notite
the Auction and Sale Hearing.

6. The form and manner of service of the Assumptiotidéalescribed in the Motion,
and attached hereto as Exhibit 3, are approvetl nespects. Tyler shall serve the Assumption
Notice on all counterparties to the Assumed Cotdras set forth in the Motion and APA. Service
of the Assumption Notice, as set forth herein, ttutes sufficient notice of the Assignment
Procedures.

7. As described in the Bid Procedures, the Bid DeadbnJanuary 19, 2015 at 4:00
p.m. (prevailing Central Time). Bids must be rgeei by hand and by electronic mail by the
following parties on or before the Bid Deadline} ¢bunsel for Tyler, DLA Piper LLP (US), 1251
Avenue of the Americas, New York, NY 10020, Attn:homas R. Califano
(thomas.califano@dlapiper.com) and DLA Piper LLES§lJ1717 Main Street, Suite 4600, Dallas,
TX 75201, Attn: Vincent Slusher (vince.slusher@gbap.com); (2) RBC Capital Markets, LLC,
One Logan Square, 130 North 18th Street, PhiladslfA 19103-6933, Attn: David B. Fields
(david.fields@rbccm.com); (3) Alvarez & Marsal Hibalare Industry Group, LLC, 55 West
Monroe, Chicago, IL 60603, Attn: Paul Rundell (pdell@alvarezandmarsal.com); (4) Counsel
for the Tyler Trustee, McDermott, Will & Emery, LL.R27 West Monroe Street, Chicago, IL,

60606, Attn: Nathan F. Coco_(ncoco@mwe.com); (Surdel for the Committee, Greenberg

Traurig LLP, 2200 Ross Avenue, Suite 5200, DalldX, 75201, Attn: Clifton R. Jessup
(jessupc@gtlaw.com) and Greenberg Traurig LLP, &&WWacker Drive, Suite 3100, Chicago,

IL 60601, Attn: Nancy A. Peterman (petermann@gitam); (6) the Texas Attorney General's

Office, Bankruptcy & Collections Division, P.O. BA2548-MC 008, Austin, Texas 78711, Attn:
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Casey Roy (Casey.Roy@texasattorneygeneral.gov)th@)Texas Department of Aging and

Disability Services, 701 W. 51st St., Austin, Tex&¥51; and (8) the Centers for Medicare &
Medicaid Services, 1301 Young Street, Rm. 714,d3allexas 75202 (collectively, the “Notice
Parties”). The Stalking Horse Bid will serve as tipening bid for the Auction.

8. The Auction, if necessary under the Bid Procedungi$,be held on January 21,
2015 at 10:00 a.m. (prevailing Central Time) at dffeces of DLA Piper LLP (US), 1717 Main
Street, Ste. 4600, Dallas, Texas 75201.

9. Objections to the Sale shall be in writing, shigtes the basis of such objection with
specificity and shall be filed with the Court, asetved so as to be received on or before January
19, 2015, at 4:00 p.m. (prevailing Central Time)tio& Notice Parties.

10. The Sale Hearing, at which Tyler shall seek apdrofvlne Successful Bid, shall be
held in this Court on January 23, 2015, at 9:30 gunevailing Central Time). The Sale Hearing
may be adjourned or rescheduled without furtheiceobther than an announcement of the
adjourned date at the Sale Hearing.

11. The Stalking Horse and the Tyler Trustee shall eactstitute a Qualified Bidder
for all purposes and in all respects with regardh® Bid Procedures. The Tyler Trustee is
permitted to credit bid part or all of its claims this case pursuant to section 363(k) of the
Bankruptcy Code directly or through a designeejésiitio payment in cash of the Break-Up Fee
to the Stalking Horse).

12.  Tyler is hereby authorized, in the exercise okisind business judgment, to pay
the Stalking Horse, as set forth in the APA andpant to the Bid Procedures, a Break-Up Fee of
$600,000 and an Expense Reimbursement in an ampunt$50,000, subject to the terms of this

Order and the APA. The payment of the Break-Up &e@ Expense Reimbursement shall be
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payable as set forth in the APA. The Break-Up &®e Expense Reimbursement shall constitute
administrative expense claims under sections 508{d)507(a)(2) of the Bankruptcy Code, and
shall be super-priority administrative claims sugeto all claims in the case, other than the claim
of Tyler’s existing DIP lender, whose DIP loan shwed senior.

13.  The failure of any objecting person or entity toeiy file its objection to the Sale
shall be an absolute bar to the assertion, at dhet$earing or thereafter, of any objection to the
Motion, or the consummation and performance of3ake, if any (including the transfer free and
clear of all Claims and Encumbrances of Tyler'sséspursuant to the Sale).

14.  Unless an Assumption Objection has been filed byQhjection Deadline (as such
terms are defined in the Assumption Notice), alirderparties to the Assumed Contracts who
have received actual or constructive notice oftbgignment Procedures shall be deemed to have
waived and released any right to assert an Assomflbjection and to have otherwise consented
to the assumption and assignment of the Assumedr&bbrio the Successful Bidder. No
assumption and assignment will be binding on Tgtaihe Stalking Horse until consummation of
the Sale and the filing of the Notice of Closing @efined in the APA). Tyler will reject any
executory contracts or unexpired leases not assbydte Successful Bidder.

15. If an Assumption Objection is received by the ObgtDeadline, Tyler and/or the
Successful Bidder shall promptly schedule a heafonghe Court to consider the Assumption
Objection.

16.  An Assumption Objection must set forth the cure ant@r other obligation that
the objecting party asserts is due, the specifpesyand dates of the alleged defaults, pecuniary

losses and conditions to the assignment and th@osiuhereof, if any.
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17.  Tyleris authorized and empowered to take suctsseegpend such sums of money
and do such other things as may be necessary termept and effect the terms and requirements
established and relief granted in this Order.

18. To the extent, if any, anything contained in thisi€ conflicts with the Motion,
this Order and the provisions of the Bid Procedames Assignment Procedures attached hereto
shall govern and control.

19. Notwithstanding the possible applicability of Bangtcy Rule 6004(h), this Order
shall take effect immediately upon its entry.

20.  This Court shall retain jurisdiction to hear andiedmine all matters arising from or

relating to the implementation of this Order.

###HENd of Order###

10
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Order submitted by:

DLA PIPER LLP (US)

By:_/s/ Vincent P. Slusher

Vincent P. Slusher, State Bar No. 00785480
vincent.slusher@dlapiper.com

Andrew Zollinger, State Bar No. 24063944
andrew.zollinger@dlapiper.com

DLA Piper LLP (US)

1717 Main Street, Suite 4600

Dallas, Texas 75201-4629

Telephone: (214) 743-4500

Facsimile: (214) 743-4545

Thomas R. Califano (admittgmio hac vice)
thomas.califano@dlapiper.com

DLA Piper LLP (US)

1251 Avenue of the Americas

New York, New York 10020-1104

Tel: (212) 335-4500

Fax: (212) 335-4501

Attorneys for the Debtors
and Debtors in Possession

11
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Exhibit 1

Bid Procedures

Set forth below are the bid procedures (the "BrdcBdures”) to be employed in

connection with the sale of substantially all af tissets, including that certain senior housing and
retirement facility commonly known as “Meadow LaRetirement Community” or “Meadow
Law,” owned by Sears Tyler Methodist Retirementgooation (“Tyler”), a debtor and debtor in
possession in the jointly administered chapterddses pending in the United States Bankruptcy
Court for the Northern District of Texas (the “Banjtcy Court”), Case No. 14-32821-11.

Tyler proposes to sell substantially all of itsets (the “Sale”) for Twenty Million Dollars
($20,000,000) (the “Stalking Horse Bid") pursuamthe Asset Purchase and Sale Agreement (the
“APA”) between Tyler and ER PropCo CO, LLC, a Detaw limited liability company (the
“Stalking Horse”). The Sale is subject to competitbidding as set forth herein and approval by
the Bankruptcy Court pursuant to section 363 dé titl of the United States Code (the
“Bankruptcy Code”) and Rule 6004 of the Federal éRubf Bankruptcy Procedure (the

“Bankruptcy Rules”).

Participation Requirements

Any person desiring to submit a competing biddibor part of Tyler’s assets (a “Potential

Bidder”) will be required to deliver the followin@ollectively, the “Participation Requirements”)

to Tyler: (1) an executed confidentiality agreemienform and substance satisfactory to Tyler;
and (2) satisfactory written evidence of availahlads or a firm commitment for financing

sufficient for the Potential Bidder to consummalte tSale. The financial information and
credit-quality support of any Potential Bidder mdsimonstrate the financial capability of the
Potential Bidder to timely consummate the Sale yamsto a Qualified Bid (as defined below).
This information may be shared by Tyler with thdi€l Committee of Unsecured Creditors (the
“Committee”), UMB Bank, N.A. (the “Tyler Trustee”the Stalking Horse and each of their

professionals.

Due Diligence

Tyler will afford any Potential Bidder who sateséi the Participation Requirements, such
due diligence access or additional information @efT in its business judgment, determines to be
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reasonable and appropriate; provided, howevertlieatame access and information must also be

made available to the Stalking Horse. Additiona diligence will not be provided after the Bid
Deadline (as defined below).

Interested parties requesting information aboet dbalification process, and Qualified
Bidders (as defined below) requesting informatioicannection with their due diligence, should
contact David B. Fields, RBC Capital Markets, LL@ne Logan Square, 130 North 18th Street,
Philadelphia, PA 19103-6933 (david.fields@rbccm.fom

Bid Deadline

The deadline for any bids shall be January 195204:00 p.m. (prevailing Central Time)
(the “Bid Deadline”). Bids must be received by UM&il and by electronic mail by the following
parties on or before the Bid Deadline: (1) couf@selyler, DLA Piper LLP (US), 1251 Avenue of
the Americas, New York, NY 10020, Attn: Thomas Ruitano (thomas.califano@dlapiper.com)
and DLA Piper LLP (US), 1717 Main Street, Suite @6Dallas, TX 75201, Attn: Vincent Slusher
(vince.slusher@dlapiper.com); (2) RBC Capital Méské.LC, One Logan Square, 130 North
18th Street, Philadelphia, PA 19103-6933, Attn: idd&®. Fields (david.fields@rbccm.com); (3)
Alvarez & Marsal Healthcare Industry Group, LLC, BEest Monroe, Chicago, IL 60603, Attn:
Paul Rundell (prundell@alvarezandmarsal.com); @)rel for the Tyler Trustee, McDermott,
Will & Emery, LLP, 227 West Monroe Street, Chicagh, 60606, Attn: Nathan F. Coco
(ncoco@mwe.com); (5) Counsel for the Official Corttee of Unsecured Creditors, Greenberg
Traurig LLP, 2200 Ross Avenue, Suite 5200, DalldX, 75201, Attn: Clifton R. Jessup
(jessupc@gtlaw.com) and Greenberg Traurig LLP, E&VWacker Drive, Suite 3100, Chicago,
IL 60601, Attn: Nancy A. Peterman (petermann@aqttam); (6) the Texas Attorney General’s
Office, Bankruptcy & Collections Division, P.O. BA&2548-MC 008, Austin, Texas 78711, Attn:
Casey Roy (Casey.Roy@texasattorneygeneral.gov)th@)Texas Department of Aging and
Disability Services, 701 W. 51st St., Austin, Tex&¥51; and (8) the Centers for Medicare &
Medicaid Services, 1301 Young Street, Rm. 714,d3allexas 75202 (collectively, the “Notice

Parties”).
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Designation of Stalking Horse Bidder

Tyler has selected the Stalking Horse Bid, ont¢hes set forth in the APA, as the current

highest or best bid and to serve as the openinfpbitie Auction (as defined below). The bidding

at the Auction will start with any Qualified Bid the amount of at least the Initial Bid Amount (as

defined below), as selected by the Debtor, in cbatson with the Committee and Tyler Trustee,

and continue in increments of at least $200,00tx8h or cash equivalents.

Bid Requirements

To be eligible to participate in the Auction, ednti and each Potential Bidder submitting

such a bid must, to Tyler’s sole satisfaction:

1.

Offer to consummate the Sale on terms no less d®rto Tyler than those set
forth in the APA;
Include a marked copy of the APA to show any prepaamendments thereto (the

“Modified Agreement”) and a clean and executed MediAgreement;

Include a statement that there are no conditioesgalent to the bidder’s ability to
enter into a definitive agreement and that all ssagy internal and shareholder
approvals have been obtained prior to the bid;

4. State that such offer is binding and irrevocabli timee consummation of the Sale;
5. Offer to pay a purchase price that is greater $2h000,000 (the_“Initial Bid

EAST\86974557.3

Amount”);

Disclose the identity of each entity that will bielding or otherwise participating
in connection with such bid, and the complete teofreny such participation;
Include the names and contact information of mesbéthe bidder who will be
available to answer questions regarding the offetuding advisors and related
parties

State that the Potential Bidder intends to assuhnesidency agreements with the
residents of Meadow Lake and all obligations thedewm (the “Residency
Agreements”);

Include a good-faith deposit in immediately avd#abinds in the amount of
$2,000,000 (the “Earnest Money Deposit”);
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10. Provide satisfactory written evidence of availdileds or a firm commitment for
financing sufficient to consummate the Sale;

11.Provide for the purchase of all or some of Tyl&ssets; and

12. Provide information on the operational and finahcapabilities of the proposed
bidder sufficient to allow Tyler and interested tpes to determine such bidder’s

ability to assume the Residency Agreements.

Bids are not required to adopt the business strecds set forth in the APA, and may
provide for a not-for-profit entity as the operatdrMeadow Lake, as is currently the case with
Tyler. Tyler will consider all bids submitted whet or not they conform to the form set forth in
the APA.

To the extent any Potential Bidder proposes tounhelnon-cash consideration in its bid
(other than assumption of the Tyler Trustee’s dedatgh non-cash consideration must be freely
marketable and such bid must be accompanied bfptheof note or other type of instrument in
connection with such non-cash consideration (aedbtti must include at least sufficient cash to
pay the Break-Up Fee). The Tyler Trustee shadiiidled to credit bid (subject to payment of the
Break-Up Fee in cash to the Stalking Horse), pursta Bankruptcy Code section 363(k) or
otherwise at the conclusion of the Auction. In #went of a credit bid, Tyler shall determine,
subject to Court approval, and in consultation wite Committee, whether such credit bid

constitutes the highest and/or best bid.

Qualified Bidders and Bids

Potential Bidders who have satisfied the ParticgmatRequirements will be deemed
“Qualified Bidders.” Bids that satisfy all bid neigements, as determined by Tyler, in consultation
with the Committee and Tyler Trustee, will be dedmi@ualified Bids.” Credit bids will be

entertained.

Tyler will advise each Potential Bidder whethezytlare deemed to be a Qualified Bidder
and whether their bid is a Qualified Bid before #hection. The Stalking Horse is deemed a
Qualified Bidder and the Stalking Horse Bid is aa{fied Bid in all respects. The Tyler Trustee
or its designee shall also be deemed a Qualifidddiand any credit bid of the Tyler Trustee is a
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Qualified Bid in all respects. Tyler will providmpies of the Qualified Bids to the Tyler Trustee,
the Committee, the Stalking Horse, and the Tex&srAgy General.

Tyler reserves the right, in its sole reasonahbkerdtion, in consultation with the
Committee and Tyler Trustee, to waive noncompliamgéh any one or more of these

requirements and deem an otherwise not Qualifiedt@be a Qualified Bid.

Auction

If any Qualified Bid other than the Stalking HoiBil for any of Tyler's assets has been
received and any Qualified Bidder other than thalkBtg Horse has indicated its intent to
participate in the Auction, Tyler will conduct aruciion (the “Auction”) for the sale of
substantially all of its assets. Each Qualifiedd&r participating at the Auction will be required

confirm that it has not engaged in any collusiothwespect to the bidding or the Sale.

The Auction shall take place at 10:00 am (prevgiltentral Time) on January 21, 2015 at
the offices of DLA Piper LLP (US), 1717 Main Stre8uite 4600, Dallas, Texas 75201. At the
Auction, only the Stalking Horse and other Quatifigidders will be permitted to increase their
bids or make any subsequent bids, and Tyler Trusikebe able to make or to increase, as
applicable, its credit bit at the Auction. Tyleaynconduct the Auction in the manner it reasonably
determines, in its business judgment, after coasait with the Committee and Tyler Trustee, will
achieve the maximum value for all parties in insérand is not inconsistent with any of the
provisions of these Bid Procedures, the APA, thekBaptcy Code, the Bankruptcy Rules or any
order of the Bankruptcy Court entered in conneckierewith.

Auction Participation

Unless otherwise agreed to by Tyler, only Qualifiadders, members of the Committee,
the Tyler Trustee, and their respective legal paticial professionals are eligible to attend or
participate at the Auction. Subject to the othevsions of these Bid Procedures, if Tyler does
not receive any Qualified Bids other than the Stgjkdorse Bid or if no Qualified Bidder other
than the Stalking Horse has indicated its intemiadicipate in the Auction, Tyler will not hold an

Auction and the Stalking Horse will be named thec®sgsful Bidder.
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Closing the Auction

The Auction shall continue until there is only oo#er that Tyler determines, in
consultation with the Committee and Tyler Trusgaeyject to Bankruptcy Court approval, is the
highest or best offer from among the Qualified Bidd(including the Stalking Horse and Tyler
Trustee) submitted at the Auction (the "SuccesBidl). The Qualified Bidder submitting such

Successful Bid shall become the “Successful Biddand shall have such rights and

responsibilities of a purchaser, as set forth @ARA (or Modified Agreement, as applicable).

Immediately prior to the conclusion of the Auctiafter consultation with the Committee
and Tyler Trustee, Tyler shall (1) review eachrbiade at the Auction on the basis of financial and
contractual terms and such other factors as maglbgant to the sale process, including those
factors affecting the speed and certainty of comaating the Sale; (2) identify the Successful Bid;
and (3) notify all Qualified Bidders at the Auctigrior to its conclusion, of the name or names of

the Successful Bidder and the amount and otherriakterms of the Successful Bid.

Tyler shall also select a back-up bid (the “Back-Igd”), which shall remain open and
irrevocable until one (1) business day after tlosiolg of the sale with the Successful Bidder, but
in no event longer than seventy-five (75) daysrdfte Auction. In the event that, for any reason,
the Successful Bidder fails to close the transaatmntemplated by the Successful Bidder, Tyler
may elect to regard the Back-Up Bid as the higbedtest bid for the assets, and Tyler will be
authorized to consummate the transaction contestplat the Back-Up Bid without further order
of the Bankruptcy Court.

Acceptance of Qualified Bids

Tyler presently intends to sell substantiallytefassets to the Stalking Horse, subject to the
submission by any Qualified Bidder(s) of a highed detter bid(s). Tyler's presentation to the
Bankruptcy Court for approval of any Successful Baks not constitute Tyler's acceptance of
such bid. Tyler will be deemed to have acceptéidaonly when it has been approved by the
Bankruptcy Court at the Sale Hearing (defined bgloafter conclusion of the Auction, but prior
to the Sale Hearing, all Successful Bidders shattiglete and execute all agreements, contracts,

instruments or other documents evidencing and aantathe terms and conditions upon which
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their Successful Bid was made and make and pawlfarecessary filings with all applicable

governmental or other authorities.

Assumption of Executory Contracts and Unexpired Leaes

The APA provides for the assumption and assignraénertain executory contracts and

unexpired leases to the Stalking Horse (“*Assignemhtacts”). In all circumstances, the

Successful Bidder shall be responsible for all ameunts relating to the Assigned Contracts

under Bankruptcy Code section 365.
Modifications

Tyler may, after consultation with the Committewl a'yler Trustee, (1) determine, in its
business judgment, which bid or bids, if any, ciat the highest or otherwise best offer for
Tyler’'s assets; (2) reject, at any time beforeyenfran order of the Bankruptcy Court approving
any bid as the Successful Bid, any bid that, inelgl sole discretion, is (a) inadequate or
insufficient, (b) not in conformity with the reqements of the Bankruptcy Code or the Bid
Procedures, or (c) contrary to the best interdstyler, its estate and creditors; and (3) withdra
in its business judgment, the Motion if contrarytie best interests of Tyler and Tyler’s estate and
creditors. Tyler may extend or alter any deadtinatained herein that will better promote the
maximization of the value of its estate, after edtagion with the Committee and Tyler Trustee.
The Bid Procedures set forth herein are for theefieof Tyler and its estate, with the exception of
the Bid Protections of which the Stalking Horsaisexpress beneficiary. Tyler may waive or
modify these provisions or adopt additional progeduas it sees fit in its business judgment.

Sale Hearing

Tyler will seek entry of an order from the Bankimyp Court at a hearing (the "Sale
Hearing") scheduled on January 23, 2015 at 9:3@pevailing Central Time) to approve and
authorize the Sale to the Successful Bidder ongerma conditions determined in accordance with

the Bid Procedures.

Back-Up Bidder and Return of Earnest Money Deposit

If an Auction is conducted, the Qualified BidderQualified Bidders with the next highest
or otherwise best Qualified Bid both with respecidint bids and individual bids (including the

Stalking Horse), as determined by Tyler in the eiserof its business judgment, after consultation
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with the Committee and Tyler Trustee, at the Autsball be required to serve as back-up bidders
(the “Back-Up Bidders”) and keep such bid open araocable until one (1) business day after
the closing of the Sale with the Successful Biddeollowing the Sale Hearing, if the Successful

Bidder fails to consummate the approved sale becaius breach or failure to perform on the part
of such Successful Bidder, the Back-Up Bidders balldeemed to be the new Successful Bidder,
and Tyler will be authorized, but not requiredctmsummate the sale with the Back-Up Bidders

without further order of the Bankruptcy Court.

Except as otherwise provided herein or in the ARIAEarnest Money Deposits shall be
returned to each bidder not selected by Tyler asSticcessful Bidder or the Back-Up Bidders by
no later than the fifth (5th) business day follogvthe Sale Hearing. The Earnest Money Deposit
of the Back-Up Bidders shall be held by Tyler uotie (1) business day after the closing of the
Sale with the Successful Bidder, but in no evengé than seventy-five (75) days after the
Auction.
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Exhibit 2

Proposed Auction and Sale Notice

Vincent P. Slusher, State Bar No. 00785480 Thomas R. Califano (admittgmto hac vice)
vincent.slusher@dlapiper.com thomas.califano@dlapiper.com

Andrew Zollinger, State Bar No. 24063944 DLA Piper LLP (US)
andrew.zollinger@dlapiper.com 1251 Avenue of the Americas

DLA Piper LLP (US) New York, New York 10020-1104

1717 Main Street, Suite 4600 Tel: (212) 335-4500

Dallas, Texas 75201-4629 Fax: (212) 335-4501

Telephone: (214) 743-4500
Facsimile: (214) 743-4545

ATTORNEYS FOR THE DEBTORS
AND DEBTORS IN POSSESSION

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

In re: 8 CASE NO. 14-32821-11
8

SEARS METHODIST RETIREMENT 8 CHAPTER 11

SYSTEM, INC., et al. 8§
§ Jointly Administered

Debtors. 8

NOTICE OF AUCTION, SALE HEARING AND RELATED DEADLIN ES

PLEASE TAKE NOTICE that, on Novembere], 2014, Sears Tyler Methodist
Retirement Corporation (“Tyler”), a debtor and debnh possession in the above-captioned cases,
filed a motion (the "Sale Motion”) with the Unite8tates Bankruptcy Court for the Northern
District of Texas (the “Bankruptcy Court”) seekirgnong other things, (a) approval of certain
proposed bid procedures (the “Bid Procedures”etemmployed in connection with the sale of all
or substantially all of Tyler's assets; and (b)taer protections to ER Propco CO, LLC, a
Delaware limited liability company (the “Stalkingokse”), pursuant to that certain Asset Purchase
and Sale Agreement, dated Novembdr RP014 between Tyler and the Stalking Horse (the
“APA”). Tyler is currently soliciting bids from ber parties interested in purchasing the assets of

! The debtors in these chapter 11 cases, alonglwdtlast four (4) digits of their taxpayer iderg#tion numbers, are:
Sears Methodist Retirement System, Inc. (6330)y@a® Senior Living, L.P. (8545), Odessa Methodisuing,
Inc. (9569), Sears Brazos Retirement Corporatiodb3B Sears Tyler Retirement Corporation (9581)arSe
Methodist Centers, Inc. (4917), Sears MethodistBlation (2545), Sears Panhandle Retirement Coiiporég233),
Sears Permian Retirement Corporation (7608), Selaias Retirement Corporation (8233), Sears TyletHddist
Retirement Corporation (0571) and Senior Dimensibts (4016). The mailing address of each ofdletors, solely
for purposes of notices and communications, is BR&€s Avenue, 21st Floor, c/o Paul Rundell, Dalfaxas 75201.

1
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Tyler. All parties that may be interested in suthimg a bid for substantially all of Tyler’s assets
any portion thereof, or taking part in the Aucti@efined below), must read carefully both the
order approving the Bid Procedures [Docket MNo(the “Bid Procedures Order”) and the Bid
Procedures attached thereto as Exhibit 1.

PLEASE TAKE FURTHER NOTICE that, on December], 2014, the Bankruptcy
Court entered the Bid Procedures Order and sche@duhearing to consider the Sale Motion on
January 23, 2015at 9:30 a.m (prevailing Central Time) (the “Sale Hearing”).

Only those parties that submit Qualified Bids npayticipate in the Auction; if you are
interested in determining how to submit such a @adlBid, you must comply with the terms of
the Bid Procedures. Any party in interest wishiogeceive a complete set of the APA, the Sale
Motion, and the Bid Procedures Order may do so dfeeharge by contacting DLA Piper LLP
(US), 1251 Avenue of the Americas, New York, NY 20(Attn: Evelyn Rodriguez.

PLEASE TAKE FURTHER NOTICE that any party that wishes to take part in this
process and submit a bid for Tyler’'s assets, omamiron thereof, must submit their Qualified Bid
on or beforeJanuary 19, 2015 at 4:00 p.m. (prevailing Central ime) (the “Bid Deadline”) to:
(1) counsel for Tyler, DLA Piper LLP (US), 1251 Awge of the Americas, New York, NY 10020,
Attn: Thomas R. Califano (thomas.califano@dlapip@mn) and DLA Piper LLP (US), 1717 Main
Street, Suite 4600, Dallas, TX 75201, Attn: Vinc&hisher (vince.slusher@dlapiper.com); (2)
RBC Capital Markets, LLC; Attn: David B. Fields, ®h.ogan Square, 130 North 18th Street,
Philadelphia, PA 19103-6933 (david.fields@rbccm.f063) Alvarez & Marsal Healthcare
Industry Group, LLC, 55 West Monroe, Chicago, IL 668, Attn: Paul Rundell
(prundell@alvarezandmarsal.com); (4) Counsel ferfifler Trustee, McDermott, Will & Emery,
LLP, 227 West Monroe Street, Chicago, IL, 606068nANathan F. Coco (ncoco@mwe.com); (5)
Counsel for the Official Committee of Unsecured diie's, Greenberg Traurig LLP, 2200 Ross
Avenue, Suite 5200, Dallas, TX 75201, Attn: Cliftéh Jessup (jessupc@gtlaw.com) and
Greenberg Traurig LLP, 77 West Wacker Drive, SB00, Chicago, IL 60601, Attn: Nancy A.
Peterman (petermann@gtlaw.com); (6) the Texas dAdiporGeneral's Office, Bankruptcy &
Collections Division, P.O. Box 12548-MC 008, Austiiexas 78711, Attn: Casey Roy
(Casey.Roy@texasattorneygeneral.gov); (7) the Tdx@gartment of Aging and Disability
Services, 701 W. 51st St., Austin, Texas 78751; @)dhe Centers for Medicare & Medicaid
Services, 1301 Young Street, Rm. 714, Dallas T&&202 (collectively, the_“Notice Parties”).
Tyler shall determine, after consultation with emmittee and Tyler Trustee, whether a bidder
is a Qualified Bidder.

PLEASE TAKE FURTHER NOTICE that, if a Qualified Bid for any of Tyler's assgts
other than the Stalking Horse Bid, is receivedh®yBid Deadline, an auction (the “Auction”) with
respect to a contemplated transaction shall takeepbnJanuary 21, 2015, at 10:00 a.m.
(prevailing Central Time) at the offices of DLA RipLLP (US), 1717 Main Street, Suite 4600,
Dallas, TX 75201. If, however, no Qualified Bidrisceived by Tyler (other than the Stalking
Horse Bid) for any asset of Tyler by the Bid Dead]ithen the Auction will not be held, the

2 Unless otherwise defined herein, all capitalizedns shall have the same meaning ascribed to thehreiBid
Procedures.
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Stalking Horse will be deemed the Successful Bidaerthe APA will be the Successful Bid, and,
at the Sale Hearing, Tyler will seek approval ofl authority to consummate the transaction
contemplated by such APA.

Only a Qualified Bidder who has submitted a QuediBid will be eligible to participate at
the Auction. Only Qualified Bidders, members o€ t@ommittee, Tyler Trustee, and their
respective legal or financial professionals argilele to attend the Auction. At the Auction,
Qualified Bidders will be permitted to increaseithmds. The bidding at the Auction shall start at
the Initial Bid Amount as disclosed to all QualdidBidders prior to commencement of the
Auction, and continue in increments of at least Q00 in cash or cash equivalents. The
Successful Bid shall be determined by Tyler irdiscretion, in consultation with the Committee
and Tyler Trustee, or as determined by the Bankyu@burt in the event of a dispute.

At the Sale Hearing, Tyler will present the Swstal Bid(s) to the Bankruptcy Court for
approval. Tyler will sell its assets or any pantibereof to the Successful Bidder. If a Succéssfu
Bidder fails to consummate an approved Sale beaafugdreach or a failure to perform on the
part of such Successful Bidder, the next highestlmgrwise best Qualified Bid, as approved at the
Sale Hearing, shall be deemed to be the Succdiigfaind Tyler shall be authorized to effect such
Sale without further order of the Bankruptcy Court.

PLEASE TAKE FURTHER NOTICE that any responses or objections to the Sale
Motion must be in writing, shall conform to the leeal Rules of Bankruptcy Procedure and the
Local Rules of the Bankruptcy Court, and shall ik fwith the Bankruptcy Court electronically
by registered users of the Bankruptcy Court's ddsey system (the User's Manual for the
Electronic Case Filing System can be found at wwviatuscourts.gov, the official website for the
Bankruptcy Court) and, by all other parties in e, on a 3.5 inch disk, in text-searchable
Portable Document Format (PDF), Wordperfect or ather Windows-based word processing
format (in either case, with a hard-copy delivededctly to Chambers), and shall be served upon:
(a) the Office of the United States Trustee for Nwthern District of Texas, 1100 Commerce
Street, Room 976, Dallas, Texas 75242; (b) the ddoRarties; and (c) all those persons and
entities that have formally requested notice bidila written request for notice, pursuant to
Bankruptcy Rule 2002 and the Local Bankruptcy Rudesas to be actually received no later than
January 19, 2015 at 4:00 p.m(prevailing Central Time). Only those responsed #re timely
filed, served and received will be considered atShle Hearing. Failure to file a timely objentio
may result in entry of orders granting the Saleibtotis requested by Tyler.

Dated: Decembes], 2014.

DLA PIPER LLP (US)

By:_/s/ Vincent P. Slusher

Vincent P. Slusher, State Bar No. 00785480
vincent.slusher@dlapiper.com

Andrew Zollinger, State Bar No. 24063944
andrew.zollinger@dlapiper.com

DLA Piper LLP (US)

1717 Main Street, Suite 4600
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Dallas, Texas 75201-4629
Telephone: (214) 743-4500
Facsimile: (214) 743-4545

Thomas R. Califano (admittgmio hac vice)
thomas.califano@dlapiper.com

DLA Piper LLP (US)

1251 Avenue of the Americas

New York, New York 10020-1104

Tel: (212) 335-4500

Fax: (212) 335-4501

Attorneys for the Debtors and Debtors-in-Possession
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Exhibit 3

Proposed Assumption Notice

Vincent P. Slusher, State Bar No. 00785480 Thomas R. Califano (admittgmto hac vice)
vincent.slusher@dlapiper.com thomas.califano@dlapiper.com

Andrew Zollinger, State Bar No. 24063944 DLA Piper LLP (US)
andrew.zollinger@dlapiper.com 1251 Avenue of the Americas

DLA Piper LLP (US) New York, New York 10020-1104

1717 Main Street, Suite 4600 Tel: (212) 335-4500

Dallas, Texas 75201-4629 Fax: (212) 335-4501

Telephone: (214) 743-4500
Facsimile: (214) 743-4545

ATTORNEYS FOR THE DEBTORS
AND DEBTORS IN POSSESSION

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

In re: 8§ CASE NO. 14-32821-11
§

SEARS METHODIST RETIREMENT 8§ CHAPTER 11
SYSTEM, INC., etal.!

8§
8§ Jointly Administered
Debtors. §

NOTICE OF DEBTOR SEARS TYLER METHODIST
RETIREMENT CORPORATION’'S INTENT TO ASSUME AND ASSIG N
CERTAIN EXECUTORY CONTRACTS AND UNEXPIRED LEASES

PLEASE TAKE NOTICE that, on June 10, 2014, Sears Tyler Methodist &atnt
Corporation (“Tyler,” and together with the otheebtiors and debtors in possession in the
above-captioned cases, the “Debtors”), filed a ntaty petition under chapter 11 of title 11 of the
United States Code (the “Bankruptcy Code”) in theited States Bankruptcy Court for the
Northern District of Texas (the “Bankruptcy Court”Jyler continues to operate its business and
manage its property as a debtor in possession gnirdo section 1107(a) and 1108 of the
Bankruptcy Code.

" The debtors in these chapter 11 cases, along hethast four (4) digits of their taxpayer identiftion numbers, are:
Sears Methodist Retirement System, Inc. (6330)y@a® Senior Living, L.P. (8545), Odessa Methodisuing,
Inc. (9569), Sears Brazos Retirement Corporatiodb3B Sears Tyler Retirement Corporation (9581)arSe
Methodist Centers, Inc. (4917), Sears MethodistBation (2545), Sears Panhandle Retirement Coiiporég233),
Sears Permian Retirement Corporation (7608), Selaias Retirement Corporation (8233), Sears TyletHddist
Retirement Corporation (0571) and Senior Dimensibits (4016). The mailing address of each ofdbletors, solely
for purposes of notices and communications, is BR&€s Avenue, 21st Floor, c/o Paul Rundell, Dallaxas 75201.

1
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PLEASE TAKE FURTHER NOTICE that, on Novembewr], 2014, Tyler filed a motion
[Docket No.#] (the “Motion”)* with the Bankruptcy Court seeking, among othendhj approval
of certain procedures (the “Assignment Proceduragp)icable to the identification, assumption
and assignment of certain executory contracts aedpired leases (collectively, the “Assumed
Contracts”) in connection with the sale by whicHeryntends to sell all or substantially all of its
assets.

PLEASE TAKE FURTHER NOTICE that, on December], 2014, the Bankruptcy
Court entered an order granting the Motion [Docket «](the “Order”) and approving the
procedures for the assumption and assignment diseemed Contracts. A copy of the Order is
attached hereto as Exhibit A.

PLEASE TAKE FURTHER NOTICE that Tyler proposes to assume and assigm]to [
the Successful Bidder at the Auction, the Assumendtacts listed on Exhibit B, attached hereto,
pursuant to section 365 of the Bankruptcy Code.

PLEASE TAKE FURTHER NOTICE that Tyler has set forth on Exhibit B hereto the
amounts due and owning, if any, under the Assunadr&cts through the date hereof (the “Cure
Amounts”). The Bankruptcy Code requires that theeCAmounts (which include any amounts
owing on account of Tyler’s prepetition obligatiaumsder the Assumed Contracts ) be paid in full
to the parties owed such amounts upon Tyler’s apgamof the Assumed Contracts.

PLEASE TAKE FURTHER NOTICE THAT ANY PARTY SEEKING T O ASSERT
AN OBJECTION TO THE ASSUMPTION BY TYLER AND ASSIGNM ENT TO THE
SUCCESSFUL BIDDER OF THE ASSUMED CONTRACTS, INCLUDING THE
VALIDITY OF ANY CURE AMOUNT AS DETERMINED BY TYLER OR TO
OTHERWISE ASSERT THAT ANY OTHER AMOUNTS, DEFAULTS, CONDITIONS
OR PECUNIARY LOSSES MUST BE CURED OR SATISFIED UNDER THE ASSUMED
CONTRACTS MUST FILE AND SERVE ITS OBJECTION (ANY SU CH OBJECTION,
AN “ASSUMPTION OBJECTION") SETTING FORTH WITH SPECI FICITY ANY AND
ALL CURE OBLIGATIONS OR OTHER CONDITIONS WHICH SUCH PARTY
ASSERTS MUST BE CURED OR SATISFIED WITH RESPECT TO SUCH ASSUMED
CONTRACT SO THAT SUCH ASSUMPTION OBJECTION IS ACTUA LLY RECEIVED
ON OR BEFORE FOURTEEN (14) DAYS FOLLOWING SERVICE OF THIS NOTICE
(THE “OBJECTION DEADLINE”) by (i) DLA Piper LLP (US), 1251 Avenue of the Amesais,
New York, NY 10020, Attn: Thomas R. Califano (thavalifano@dlapiper.com), and 1717
Main Street, Suite 4600, Dallas, TX 75201, Attn:inéént P. Slusher
(vincent.slusher@dlapiper.com), counsel to Tylgy]Jihsert address of Successful Bidder]; (iii)
McDermott, Will & Emery, LLP, 227 West Monroe Stte€hicago, IL, 60606, Attn: Nathan F.
Coco (ncoco@mwe.com), counsel to UMB Bank, N.A trastee; (iv) Greenberg Traurig, LLP,
2200 Ross Avenue, Suite 5200, Dallas, TX 75201,n:AtClifton R. Jessup, Jr.,
(jessupc@gtlaw.com) and 77 West Wacker Drive, Rii#0, Chicago, IL 60601, Attn: Nancy A.
Peterman (petermann@gtlaw.com), counsel to the Gtbeanand (v) the United States Trustee,

* Capitalized terms not otherwise defined hereinldtale the meanings ascribed to them in the Motion.
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1100 Commerce Street, Room 976, Dallas, TX 75242in:ANancy S. Resnick
(nancy.s.resnick@usdoj.gov).

PLEASE TAKE FURTHER NOTICE THAT UNLESS AN ASSUMPTIO N
OBJECTION IS FILED AND SERVED BY A PARTY TO AN ASSU MED CONTRACT
BY THE OBJECTION DEADLINE, ALL PARTIES WHO HAVE REC EIVED ACTUAL
NOTICE OR CONSTRUCTIVE NOTICE HEREOF SHALL BE DEEME D TO HAVE
WAIVED AND RELEASED ANY RIGHT TO ASSERT AN ASSUMPTI ON OBJECTION
AND TO HAVE OTHERWISE CONSENTED TO ASSUMPTION AND A SSIGNMENT
AND SHALL BE FOREVER BARRED AND ESTOPPED FROM ASSERTING OR
CLAIMING AGAINST TYLER, THE SUCCESSFUL BIDDER OR AN Y OTHER
ASSIGNEE OF THE RELEVANT ASSUMED AND ASSIGNED CONTRACT THAT ANY
ADDITIONAL AMOUNTS ARE DUE OR DEFAULTS EXIST, OR CO NDITIONS TO
THE ASSUMPTION OR ASSIGNMENT MUST BE SATISFIED, UNDER SUCH
CONTRACT OR LEASE.

PLEASE TAKE FURTHER NOTICE that Assumption Objections must set forth the
cure amount or other obligation that the objecpagy asserts is due, the specific types and dates
of the alleged defaults, pecuniary losses and tiondito the assignment and the support thereof,
if any.

PLEASE TAKE FURTHER NOTICE that if, as to any Assumed Contract, no
Assumption Objection is received by the ObjectiozaBline, such Assumed Contracts may be
deemed assumed by Tyler and assigned to the StidcBsdder without further order of the
Bankruptcy Court, effective as of the filing of atite of Closing (as defined in the APA);
provided, however, that no assumption and assighrsleall be binding upon Tyler or the
Successful Bidder until such time, and Tyler arel$liccessful Bidder reserve the right until such
time to remove a contract or lease from the prop@sesumed Contracts list, and to reject such
contract or lease instead. If an Assumption Olgads received by the Objection Deadline and
Tyler and/or Successful Bidder is unable to res@iweh objection consensually, the proposed
assumption and assignment which is the subjedteofAssumption Objection shall be subject to
further order of the Bankruptcy Court and Tyler /andhe Successful Bidder shall promptly
schedule a hearing to consider the Assumption @bjec

PLEASE TAKE FURTHER NOTICE that hearings with respect to Assumption
Objections shall be held on such date as the BaibkyWCourt may designate.

PLEASE TAKE FURTHER NOTICE thatif you agree with the Cure Amounts set forth
on Exhibit B and do not otherwise object to Tyleaassumption and assignment of your Assumed
Contract, you need not take any further action.

PLEASE TAKE FURTHER NOTICE that a complete copy of the Motion may be
obtained by (a) sending a written request to cduonsEyler, DLA Piper LLP (US), 1251 Avenue
of the Americas, New York, NY 10020, Attn: Thomas . R Califano
(thomas.califano@dlapiper.com), or (b) accessimgwiebsite of Tyler's noticing agent, GCG,
Inc., at_http://cases.gcginc.com/smr/.
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Dated: [

], 2014

Dallas, Texas

EAST\86974557.3

DLA PIPER LLP (US)

By:_/s/ Vincent P. Slusher

Vincent P. Slusher, State Bar No. 00785480
vincent.slusher@dlapiper.com

Andrew Zollinger, State Bar No. 24063944
andrew.zollinger@dlapiper.com

DLA Piper LLP (US)

1717 Main Street, Suite 4600

Dallas, Texas 75201-4629

Telephone: (214) 743-4500

Facsimile: (214) 743-4545

Thomas R. Califano (admittgmo hac vice)
thomas.califano@dlapiper.com

DLA Piper LLP (US)

1251 Avenue of the Americas

New York, New York 10020-1104

Tel: (212) 335-4500

Fax: (212) 335-4501

Attorneys for the Debtors and Debtors-in-Possession
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EXHIBIT A

(Order)
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EXHIBIT B

(List of Assumed Contracts and Cure Amounts)
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FBT Comments 11/24/2014

ASSET PURCHASE AND SALE AGREEMENT

THIS ASSET PURCHASE AND SALE AGREEMENT (this “Agneent”) is made and
entered into as of , 2014 (the “HifectDate”), between EARS TYLER
METHODIST RETIREMENT CORPORATION a Texas corporatio(i'Seller” or “Current Operator”)
and ERPrRopPcoCO, LLC, a Delaware limited liability company, or itssagns(“Buyer” or
“Evergreen”).

RECITALS

A. Seller owns a senior housing and retirementlifpciocated at 16044 County
Road 165, Tyler, Texas, Lubbock, Texas, with thi{®0) skilled nursing beds, thirty (30)
memory care beds, twenty four (24) assisted livibegls, eighty (80) independent living
apartments and thirty seven (37) executive honoggtiher commonly known as “Meadow Lake
Retirement Community” or “Meadow Lake” (the “Fatli) including the “Assets” as described
below plus the continuing business operations there

B. Concurrently with Buyer’'s acquisition of the A&$s, Buyer has designated its
affiliate, [ENTITY NAME TO BE DETERMINED], a limited liability company (“New

Operator”) to receive an assignment of Operatingefs(as defined below) and New Operator is
simultaneously entering into the Operations Tran8igreement (“*OTA”"), dated as of the date

hereof, in substantially the form and substancach#d hereto as Appendix I, with Current
Operator.

NOW, THEREFORE, in consideration of the foregoingl ahe mutual covenants and
agreements hereinafter contained, the parties agrémlows:

TERMSAND CONDITIONS
ARTICLE 1. PURCHASE AND SALE OF ASSETS

1.1 Purchase and Sale. Subject to the terms and caomgliof this Agreement,

Seller agrees to sell, convey, transfer, assigndahiger to Buyer free of all liens, interests,
encumbrances, leases, security interests, restrgtipledges, claims, causes of action,
liabilities, obligations, options, contractual comtments, rights of first refusal, successor
liabilities, rights of offset and recoupment andfehses (collectively, the_“Claims and
Encumbrances”), other than Permitted Exceptionsd@sed below), and Buyer agrees to
purchase from Seller, all of Seller's right, tid@d interest in and to substantially all of the
assets of Seller used primarily in connection wihbk operation of the Facility, including
without limitation the following assets of Selles such assets shall exist on the Closing Date,
all of which are referred to herein collectively #e “Assets” (but excluding Excluded
Assets):

() “Real Property” which means all of Seller’s intdras (a) that certain land (the
“Land”) located and situated in the City of Tyl&mith County, State of Texas (the “State”),
which Land is more particularly described in ScHedl.1(i), (including all mineral rights
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owned by Seller, if any), and any and all easememd other rights, interests and
appurtenances thereto which are owned or used llyr 8econnection with such Land or the
operation of the Facility, and (b) all buildinggruetures, fixtures and other improvements
located in, on, at, under or above or attachedi¢b £and; and

(i) “Operating Assets,” which means (a) all inventosed or held for use at the
Facility (the “Inventory”) as set out in Schedulel(i)(a), (b) all furniture, fixtures,
equipment, tools, machinery, computers, vehicledtware, records, patient information,
operational documents, and all other tangible petsproperty owned by Seller and used in
connection with the Facility owned by Seller (tligefsonal Property”) as set out in Schedule
1.1(ii)(b); (c) to the extent assignable or trarsiide, all personal property leases with respect
to ownership of the Facility as set out on Schedul€ii)(c); (d) to the extent assignable or
transferable, all general intangibles related ® alwvnership, possession, lease or use of the
Assets of the Facility, including without limitatip lien waivers, surety agreements, bonds,
warranties, guaranties, utility use agreementseants, commitments, permits, certificates,
regulatory approvals, entitlements, service marks]lectual property, trademarks, and trade
names owned or employed by Seller in conjunctiotihihe ownership of the Facility (the
“Intangible Property”) as set out on Schedule D@); (e) the Transferred Deposits, as
defined below; provided, however, that the Asshtdlsiot include the “Excluded Assets,” as
defined in Section 1.2 below.

1.2  Excluded Assets. Notwithstanding anything to tleatary in_Section 1.1,
Seller shall retain all of the following assets @andirectly or indirectly by it (or any of
Seller’s affiliates), and such assets below shatillbe included in the Assets to be transferred
to Buyer (collectively, the “Excluded Assets”):

(@  cash, cash equivalents and short-term investments;

(b) all entrance fees received and held in escrow putsto theFinal Order
(I) Authorizing the Obligated Group Debtors to (A) Use Cash Collateral and (B) Incur
Postpetition Secured Indebtedness; (II) Granting Liens and Providing Super-Priority
Administrative Expense Satus; (I1I) Granting Adequate Protection to Wells Fargo Bank,
National Association, as Trustee; and (IV) Modifying the Automatic Stay [Docket No. 23],
entered by the Court on July 28, 2014, so longvéb, regard to each entrance fee therein and
subject to_Section 12.3(xii) and the last sentesfcBection 3.12, (i) it is not requested back by
the resident pursuant to the escrow, (ii) suchagic fees trigger a refund which is being paid by
the Seller.

(c) all accounts receivable and proceeds therefrorsdorices provided prior
to the Closing Date or Transfer Date, as defineitiénOTA, as applicable;

(d)  assets owned by vendors of services or goods teabity;
(e) all of Seller’s organizational record books and uténbooks;

() all bank accounts of Seller;
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(9) all rights, claims and choses in action of Sellad ats affiliates with
respect to periods prior to the Effective Time, amy payments, awards or other proceeds
resulting therefrom; provided that all rights, ohai and choses in action of Seller with respect to
Assumed Contracts (as defined in Section 1.3) ar&xrcluded Assets.

(h)  all writings and other items that are protectedmfrdiscovery by the
attorney-client privilege, the attorney work protidoctrine or any other cognizable privilege or
protection;

0] all of Seller’'s interest in and to the Terminatege@ating Contracts (as
defined in the OTA); and

() all items specifically listed on Exhibit 1.2(h)

1.3 Liabilities Excluded. THIS AGREEMENT EXCLUDES, ANBUYER AND
NEW OPERATOR DO NOT ASSUME, ANY LIABILITIES OF SELER NOT
EXPRESSLY ASSUMED BY BUYER OR NEW OPERATOR IN WRNG IN THIS
AGREEMENT OR IN ANY OTHER AGREEMENT RELATING TO THHRANSFER OF
THE FACILITY FROM SELLER TO BUYER AND NEW OPERATORNCLUDING, BUT
NOT LIMITED TO THE FOLLOWING (COLLECTIVELY, THE “EXCLUDED
LIABILITIES”): ALL OF SELLER'S ACCOUNTS PAYABLE SPEIFICALLY NOT
ASSUMED BY BUYER AND ALL OBLIGATIONS ARISING OUT OFOR RELATED TO
THE OPERATION OF THE FACILITY PRIOR TO THE EFFECTE/ TIME (AS
DEFINED IN SECTION 1.5), INCLUDING COSTS, EXPENSE&ND OTHER
LIABILITIES AND OBLIGATIONS ARISING FROM THE OPERATON OF THE
FACILITY; LIABILITY FOR TORT CLAIMS; LIABILITY FOR OVERPAYMENTS AND
ANY FRAUD UNDER MEDICARE, MEDICAID OR ANY THIRD-PARY PAYOR
AGREEMENT OR OTHER RESIDENT-RELATED CONTRACTUAL OBGATION;
ANY OBLIGATIONS UNDER ANY COLLECTIVE BARGAINING AGREEMENT,
EMPLOYMENT AGREEMENT, PENSION OR RETIREMENT PLAN, ROFIT-
SHARING PLAN, STOCK PURCHASE OR STOCK OPTION PLAMWEDICAL OR
OTHER BENEFITS OR INSURANCE PLAN, COMPENSATION OR OBIUS
AGREEMENT, VACATION OR SEVERANCE PAY PLAN OR AGREEENT AND ANY
OTHER EMPLOYEE BENEFIT PLAN. ANY AND ALL ACCOUNTS RYABLE OR
OTHER OBLIGATIONS ACCRUING TO AND EXISTING AS OF TH EFFECTIVE
TIME (INCLUDING ANY CAPITALIZED LEASE OBLIGATIONS, WHICH SHALL BE
PAID OFF AT OR PRIOR TO CLOSING) ARE AND SHALL REMAN THE SOLE
OBLIGATION AND RESPONSIBILITY OF SELLER EXCEPT AS XPRESSLY
ASSUMED BY BUYER IN WRITING. WITHOUT IN ANY MANNER LIMITING THE
GENERALITY OF THE FOREGOING, THIS AGREEMENT SPECEALLY
EXCLUDES, AND BUYER AND NEW OPERATOR DO NOT ASSUMEANY
LIABILITY WHATSOVER WITH RESPECT TO (A) ANY DEBT OF SELLER,
INCLUDING BUT NOT LIMITED TO ANY MORTGAGE DEBT OR OHER SECURED
DEBT, OR ANY UNSECURED DEBT OF ANY TYPE OR CHARACHE(INCLUDING
BUT NOT LIMITED TO ANY BONDS ISSUED OR GUARANTEED B SELLER), AND
(B) ANY DEBTOR-IN-POSSESSION FINANCING PROVIDED TGELLER BY ANY
LENDER.
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NOTWITHSTANDING THE FOREGOING, AT CLOSING BUYER SHA. ASSUME OR
SHALL OTHERWISE BE RESPONSIBLE FOR (TO THE EXTENTON OTHERWISE
ASSUMED OR PAID BY NEW OPERATOR)) (A) ALL AMOUNTS RYABLE AS CURE
AMOUNTS PURSUANT TO 11 U.S. CODE § 365 BY THE CURRE OPERATOR TO
CONTRACTUAL COUNTERPARTIES UNDER ANY CONTRACTS SPHICALLY

SCHEDULED AND ASSUMED BY BUYER (“ASSUMED CONTRACTS”OR NEW
OPERATOR (“ASSUMPTION CURE AMOUNTS”), (B) ANY PAIDTIME OFF
ACCRUED BY ALL REHIRED EMPLOYEES (AS DEFINED IN THEEOTA) (BUT IN NO
EVENT EXCEEDING 80 SUCH HOURS PER SUCH EMPLOYEE)QQOLECTIVELY

“ASSUMED PTO”), AND (C) ALL OBLIGATIONS UNDER THE HESIDENCY
AGREEMENTS (AS DEFINED IN THE OTA), AS PROVIDED HERINDER.

1.4  Liabilities Assumed. Buyer assumes liability fdf &) Assumption Cure
Amounts, (i) all Residency and Care Agreementsfulh without modification and any
obligations related thereto, as listed on Schetlidgi), (iii) any obligations arising on or after
the Effective Time under any Assumed Contracts, @ndthe employee obligations for the
Transferred Employees set forth in Schedule 1.4jséed on Schedule 1.4(iv)(and with a
maximum of 80 hours of paid time off to be credifgel employee, to the extent that such
paid time off is not required by state law to bedpa cash by Seller at Closing).

1.5 The Escrow. The purchase and sale of the Assetlt s consummated
through the establishment of an escrow (the “Estrawith Fidelity National Title Insurance
Company (Nick De Martini, Esq., Senior Vice Presiglel85 Lexington Avenue, New York,
NY 10007) (“Escrow Agent”). Upon its deposit wite Escrow Agent, this Agreement shall
constitute the parties’ joint escrow instructionghe Escrow Agent. The Escrow Agent shall
act in accordance with this Agreement. The Pariigiee to execute the general escrow
instructions as may be requested by Escrow Ageatiged that in the event of any conflict
between the provisions of such general escrow uostns and the provisions of this
Agreement, the provisions of this Agreement shafitml. Escrow Agent shall notify Buyer
and Seller in writing of the date of receipt ofstiligreement.

1.6 The Closing. Provided that all of the conditioagosing set forth in Articles

VIII and IX have been satisfied or waived, the Bscrand the transaction contemplated
hereby shall close (referred to herein interchablyess the “Close of Escrow,” the “Closing,”
the “Closing Date” or by similar words or phrasat}he offices of the Escrow Agent or such
other location as the parties may agree upon & P.01. Central Standard Time on (i)
January 29, 2015, or (ii) such other date agreeth tariting by Buyer and Seller. The
Closing shall be deemed to have occurred and &ffbetive as between the parties as of the
Effective Time. For purposes of this Agreemeng, tierm “Effective Time” shall mean 12:01
A.M. Central Standard Time on the day after thes@ig Date. On the Closing Date, Escrow
Agent shall: (a) issue and deliver to Buyer thdeTRolicy or, alternatively, be irrevocably
committed to issue the Title Policy (such Title iPplshall be effective as of the Effective
Time), (b) deliver to Seller by wire transfer ofrimediately available funds to the account or
accounts designated by Seller the Purchase Pscad{asted by Seller and Buyer pursuant to
a settlement statement executed by Seller and Baty€losing), and (c) deliver to Buyer and
Seller such other agreements, documents and instrignas the parties instruct in the escrow
instructions.
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1.7 Purchase Price. The “Purchase Price” for the Assleall be Twenty Million
and No/100 U.S. Dollars ($20,000,000.00). The Rase Price shall be payable as follows:

(1) Deposit. Within five (5) business days after tepakit of a fully executed
copy of this Agreement with the Escrow Agent, Buwrall deliver Two Million Dollars
($2,000,000.00) (the_“Deposit”) to Escrow in thenfioof a wire transfer or other immediately
available funds. The Deposit shall be depositednninterest-bearing account for Buyer’'s
benefit in a segregated account at the bank athwthie Escrow Agent maintains its principal
depository relationship. If the transaction corgiated by this Agreement closes, the Deposit and
all interest accrued thereon (collectively, the pbsit”) shall be credited toward the Purchase Price
If this transaction does not close, the Depositl dfeapaid to the party entitled thereto pursuant
to the terms of this Agreement.

(i) Indemnification Trust Fund. On the Closing Dated asimultaneously
with Closing, Buyer and Seller shall cause to beodded with Escrow Agent a portion of the
Purchase Price in an amount equal to Four Hundiezusand Dollars ($400,000.00) (the
“Indemnification Trust Fund”), which shall fund th®eller Indemnification Obligations (as
defined in_Section 10.5) and remain in escrow uhglexpiration of the Indemnification Period.

(i)  Closing Funds. On or before the Closing Date, Bisfall cause to be
deposited with Escrow Agent, in cash or other imiatedy available funds (the “Cash Due at
Closing”) an amount equal to the Purchase Pricausnthe amount of the Deposit; provided,
however, that the amount of the Indemnificationstfaund shall be deducted from the Purchase
Price at Closing and deposited with Escrow Agenpravided in_Section 1.6(ii) above. If the
Purchase Price is adjusted for any reason, or #ws8gent’s balancing of the credits and debits
due Buyer and Seller at Closing results in a chandgke net amount due Seller hereunder, any
difference shall be reflected in the Cash Due asidb.

ARTICLE 2. BANKRUPTCY COURT.

2.1  Seller is currently a debtor in possession in &hagicy proceeding pending in
the Bankruptcy Court (the "Bankruptcy Court”) fdret Northern District of Texas, jointly
administered under Case No. 14-32821-11 (the “Baitky Proceeding”). In connection
with the transactions contemplated by this Agredanitie Seller shall file a motion with the
Bankruptcy Court seeking, among other things, ateroapproving the bidding procedures
(the “Bid Procedures”) for the sale of the Asséf® (‘Bid Procedures Motion”) on or about
November 24, 2014, and shall use reasonable etimrtause the Bankruptcy Court to enter
the associated bidding procedures order on or éédecember 19, 2014 (the “Bid Procedures
Order Deadline”) substantially in the form attactmedeto as Exhibit 2.1 (the “Bid Procedures
Order”). The Bid Procedures Order shall include Bamkruptcy Court’s approval of (i) the
payment in cash of a break-up fee in the amounSigafHundred Thousand and No/100
Dollars ($600,000.00) (the “Break-Up Fee”), and {fiie requirement that any initial overbid
to Buyer’'s Purchase Price at the Auction to be mmum amount of Twenty One Million and
No/100 Dollars ($21,000,000.00) and all qualifiedsbmade at the auction approved by the
Bid Procedures Order (the “Auction”) to be in minim increments of at least Two Hundred
Thousand and No/100 Dollars ($200,000.00) more th@nprevious highest qualified bid
(collectively, including the Expense Reimbursemandefined below, the “Bid Incentives”).
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The Bid Procedures Order shall also approve aratiliamong other things, that in the event
any of the Assets are purchased pursuant to atdrieddor relief from the automatic stay by
UMB Bank, N.A. as indenture trustee (the “Indentlireistee”) or its designee, the Buyer
shall be entitled to the Break-Up Fee and suchiBkg@mFee shall constitute an administrative
expense claim in the Bankruptcy Proceeding undeti®@es 503(b) and 507(a)(2) of the
United States Bankruptcy (which shall be a superityi administrative claim and superior to
all claims in the case other than the claim of &&lexisting DIP Lender, whose DIP Loan
shall be senior). The Bid Procedures shall prottde the Seller may, after consultation with
the Indenture Trustee, (1) determine, in its reabtendiscretion, which bid or bids, if any, to
present to the Bankruptcy Court as the highesttberaise best offer for the Assets; (2)
reject, at any time before entry of an order of Baamkruptcy Court approving any bid as the
successful bid, any bid that, in the Seller's reafbe discretion, is (a) inadequate or
insufficient, (b) not in conformity with the reqeiments of the Bankruptcy Code or the Bid
Procedures, or (c) contrary to the best interekthe Seller and its bankruptcy estate and
creditors; provided, that Buyer's bid and this Agreent, after entry of the Bid Procedures
Order, may not be rejected under (a), (b) or (cjhig provision; and (3) withdraw, in its
business judgment, the Bid Procedures Motion iftreoy to the best interests of the Seller
and its bankruptcy estate and creditors. The Bat@&tures shall provide that the Seller may,
with Buyer’'s consent, extend or alter any deadtioetained in the Bid Procedures that will
better promote the maximization of the value obaskruptcy estate (the “Extension Right”);
provided, however nothing in the Bid Proceduresamy such modification shall affect the
rights and obligations in this Agreement. The Biddedures are solely for the benefit of
Seller and its bankruptcy estate, with the exceptibthe Bid Incentives, which are also for
the benefit of Buyer.

2.2 The Seller shall provide notice to all requiredtiesr of the Bid Procedures
Motion, the Bid Procedures, the Sale, and the Sater, and shall use reasonable best efforts
to cause the Bankruptcy Court to enter an orderoymopy the sale of the Assets, and
assumption and assignment of contracts and leasesistent with this Agreement (the “Sale
Order”), on or before January 23, 2015 and seekredtion of the Sale Order in the event it is
challenged or appealed. The Seller shall alsoafiale motion on or before November 24,
2014 with the Bankruptcy Court seeking, among othergs, an order authorizing the sale of
substantially all of the Seller’s assets free dedrcof all Claims and Encumbrances and entry
of the Sale Order. The Seller's obligations to péne Break-up Fee or Expense
Reimbursement pursuant_to Section 11.2, shall totestallowed administrative expenses
(which shall be allowed super-priority administvatiexpense claims in the Bankruptcy
Proceeding under Sections 503(B) and 507(a)(2)hef Wnited States Bankruptcy Code),
senior to all other administrative expense claim$ payable in accordance with Section 11.2
hereof.

2.3 In connection with the Sale, the Seller shall idelun its pleadings relief to
assume and assign all executory contracts and urdxlgases related to the Assets and the
Facility, or, in the event that Buyer chooses natke assignment of a contract or lease, to reject
such contract or lease. Buyer shall have the riglit the later of Closing or determination of
cure amounts, in its sole and absolute discretiociuding without limitation because a cure
amount is determined to be greater than anticipateddetermine whether such contracts and
leases are to be assumed and assigned; any sucact®and leases not assumed and assigned
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to Buyer shall be rejected by the Seller. No aggion and assignment or rejection shall be
effective until the filing of a Notice of Closinghd Contract Treatment (the “Closing Notice”),
which shall be filed within two (2) days after Ciog. At Buyer’s request, Seller shall also file
and serve any updates to the contract scheduleshwhay be made prior to the filing of the
Closing Notice. Assumption and assignment of thesuf\eed Contracts shall include any
ancillary or related agreements, or rights apparénhereto, pursuant to which the Seller has
rights or licenses granted in connection with odemthe Assumed Contracts, so long as such
ancillary or related agreements do not create adaait obligations of Seller or Buyer beyond
those set out in the Assumed Contracts (unlessBuesequently agrees to such obligations).

ARTICLE 3. REPRESENTATIONS AND WARRANTIESOF SELLER

Seller represents and warrants to Buyer that, deeoEffective Date, the Closing Date
and the Effective Time:

3.1 Organization and Standing. Seller is a corporatioly organized and validly
existing under the laws of the state of its incogpion.

3.2  Capacity; Authority; Consents. Subject to the Apal of the Bankruptcy
Court, Seller has full power, legal capacity andhatity to execute and deliver this
Agreement, to consummate the transactions contéeaplaereby and to perform its
obligations under this Agreement.

3.3 No Violation. Neither the execution and delivery ®eller of this Agreement
nor the consummation of the transactions contemglaereby nor compliance with any of the
material provisions hereof by Seller will violatenglict with or result in a breach of any
material provision of the Articles of Incorporatidmylaws or other organizational documents
of Seller. To Seller's actual knowledge, Sellernist in violation of any statute, rule,
regulation or order of any court or Federal, state local governmental agency or
instrumentality having jurisdiction over it, theddgy or the Assets, the violation of which
would have a Material Adverse Effect on the ownigrsin operation of the Facility.

3.4 Environmental Compliance. To Seller's actual krenge: (a) no hazardous
material has been stored or exists in, on, undearound the Real Property other than
asbestos, PCBs, if any, and lead emanating fromt-beaed paint; and (b) Seller has not
caused or suffered any hazardous materials to kd, ugleased, discharged, placed or
disposed of at, on or under the Real Property grraal property adjacent thereto except in
compliance with applicable environmental laws, sulEnd regulations. No underground
storage tanks are located on, or have ever beatelbon, the Real Property, and no portion
of the Real Property has ever been used as a dampalste material. Except for matters
which were previously brought into compliance, &ehas not received any written notice
from any governmental authority or any written cdangt from any third party with respect to
its alleged noncompliance with, or potential liglgilunder, any applicable environmental
laws, rules or regulations involving the Real Prboper the Facility, nor does it have a
reasonable basis to expect the issuance of suctice or complaint.
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3.5 Seller's Broker. Seller has not engaged any firmadiroker in connection with
the transactions contemplated hereby other than BBgital Markets, LLC. Seller shall be
solely responsible for the payment of any brokencussion to RBC Capital Markets, LLC.
Seller agrees to indemnify, defend and hold Buyamihess from and against any and all
losses, claims, damages, costs or expenses (ingladiorneys' fees) which Buyer may incur
as a result of any claim made by any individuakntity to a right to a sales or brokerage
commission or finder's fee in connection with tlignsaction to the extent such claim is
based, or purportedly based, on the acts or omisgibSeller.

3.6 Title to Assets. Title to the Assets will be coyed free and clear of all
Claims and Encumbrances except: (i) that the Regberty shall be subject to the Permitted
Exceptions (as defined in Section 7.1); (ii) agldised in the OTA, including the Exhibits to
the OTA,; or (iii) as consented to in writing by Bary No officer, director or employee of
Seller owns or has any interest, directly or inclise in any of the Assets.

3.7 Knowledge. For purposes of the Agreement, the d&hfto Seller’'s actual
knowledge” and other similar knowledge qualifiereans the present actual (as opposed to
constructive or imputed) knowledge solely of SuJanwhittle, CEO of Seller, and Paul
Rundell, Chief Restructuring Officer of Seller, aftreasonable investigation. Such
individuals are named in this Agreement solely tfog purpose of establishing the scope of
Seller's knowledge. Such individuals shall notdeemed to be a party to this Agreement or
to have made any representations or warrantieuuheéee, and no recourse shall be had to
such individuals for any of Seller's representasiaand warranties hereunder (and Buyer
hereby waives any liability of or recourse agassth individual). Seller represents that such
individuals are the employees of Seller most kndgéable about the Facility, and that no
other employee is known to Seller to be likely &awé knowledge which they do not possess.

3.8 Full Disclosure. All of the Seller's warrantiegpresentations and covenants
in this Agreement: (i) constitute a material pafrthe consideration hereunder; (ii) are true
and complete, current and accurate as of the datoh) (iii) shall be true and complete,
current and accurate as of the Close of EscrowthadEffective Time; and (iv) and shall
survive the Close of Escrow and delivery of the eéissto Buyer. To Seller's actual
knowledge, none of the statements, representatiomsarranties of Seller misstates or omits
any fact which would make such statements, reptagsens or warranties incomplete,
misleading or incorrect in any material respecelles shall inform Buyer if any statement,
representation or warranty becomes incorrect, @ or incomplete subsequent to the
date hereof.

3.9 Requlatory Compliance. Except as set forth_on &ualee3.9, Seller is in
compliance with all applicable laws and requirerseat all Government Authorities (as
defined hereinafter) having jurisdiction over thell& and the Assets and the operations of
the Assets and the Facility, except to the extagtfailure to so comply would not reasonably
be expected to have a Material Adverse Effect. #edun this Agreement, “Material Adverse
Effect” shall mean shall mean any event, occurrenbange in facts or conditions or other
change or effect which is or could reasonably bgeeted to be materially adverse to the
Assets, the Facility, the income from the Faciliy,the results of operations of the Facility.
For purposes of this Agreement, any event, occaeechange in facts or conditions or other
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change or effect which has resulted or could reasigrbe expected to result in a suit, action,
charge, claim, demand, cost, damage, penalty, liaglity or other adverse consequence of
at least Two Hundred and Fifty Thousand and Nof06Dars ($250,000.00) shall be deemed
to constitute a Material Adverse Effect. As used tins Agreement, “Governmental
Authority” (collectively “Governmental Authoritie3”shall mean any United States federal,
state, local, possession or foreign governmentgulatory or administrative authority,
agency or commission, or any political subdivistbereof, or any court, tribunal or arbitral
body (whether governmental or not).

3.10 Residency Agreements. Each residency agreemernther agreement with a
Resident of the Facility (each, a “Residency Agreethand collectively, the “Residency
Agreements”) set forth in Schedule 3.10(a) is vatixisting and legally binding; in full force
and effect; the term of the same and the obligatiopay monthly service charges thereunder
is as stated in each Residency Agreement; andpeaseset forth on Schedule 3.10, Seller has
duly performed in all material respects its obligas under each Residency Agreement.
Except as set forth on Schedule 3.10, Seller ismbteach or default under any Residency
Agreement nor, to Seller's actual knowledge, is@hgr party or obligor with respect thereto
in breach. Each Residency Agreement constitutestitire agreement by and between the
respective parties thereto with respect to theembpatter thereof. Except as set forth on
Schedule 3.10, none of the Residency Agreementsresgconsent to the assignment and
assumption of such Residency Agreement by any partgre are no Residency Agreements
or any similar agreement with any Resident othantthe Residency Agreements listed on
Schedule 3.10. Schedule 3.10 hereto is a truaecutate rent roll and lease summary for the
Facility and the Assets as of the date set foréinetbn._Schedule 3.10 sets forth all Residency
Agreements, refundable liabilities, leases, ass@gs subleases, amendments,
modifications, riders, agreements or understandimigls the Residents of the Facility. As
used in this Agreement, “Resident” means, as of dage with respect to which the
determination is made, any resident, patient oemitdividual who resides in the Facility or
any portion thereof or who has been admitted to Rhaeility in the ordinary course of
business, and any former resident to whom any meceréee liability may be owed whether
due now or in the future.

3.11 Insurance Policies._ Schedule 3.11 sets forth @ &md complete list of all
current policies or binders of fire, liability, pioct liability, umbrella liability, real and
personal property, workers' compensation, vehictilduciary liability and other casualty and
property insurance maintained by Seller relatingh Assets and the Facility (collectively,
the “Insurance Policies”). All premiums due onlsliesurance Policies have either been paid
or, if not yet due, accrued. All such Insuranceidtes (a) are in full force and effect and
enforceable in accordance with their terms; (bp#étler's actual knowledge, are provided by
carriers who are financially solvent; and (c) hae¢ been subject to any lapse in coverage as
of the Effective Date and as of the Effective Time.

3.12 Escrowed Funds. Schedule 3.12 sets forth all desposiunds (a) escrowed by
or on behalf of any past, current or potential Besst, (b) deferred entrance fees owed by
current or future residents, and (c) all other d&gaand refunds which are owed to, escrowed
by, or the property of Seller, including all setyand reservation deposits (collectively, but
excluding escrowed entrance fees, deferred entréee® and entrance fee deposits, in
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connection with which the Seller is responsible patying entrance fee refund liabilities,

“Transferred Deposits”). Seller shall provide amajed Schedule 3.12 at Closing to reflect all
such funds and deposits received by Seller afterBfiective Date and on or before the
Closing Date, and to reflect that Seller has ot paly all entrance fee refund liabilities to

residents or former residents for which Seller treaeived or will receive the new entrance fee
(whether on a deferred basis or otherwise).

3.13 Employees. Except as described in Schedule 3.1&r $&not a party to any
labor, collective bargaining, employee associatimm other agreement which contains
provisions governing the terms and conditions opleyment of any employee, and no labor
union or employee association has been certifieekakisive bargaining agent for any group
of Employees. Prior to the date hereof, Seller deasvered to Purchaser a list of all its
Employees as of a recent date, indicating theiitipas current annual rate of compensation
or current hourly wage rate or other basis of campBon and date of hire by Seller.
Schedule 5.10(a) also lists: (i) all material “eoyde benefit plans”, and all other material
employee benefit arrangements or payroll practieesluding, without limitation, bonus
plans, consulting or other compensation agreememntgntive, or deferred compensation
arrangements, severance pay, sick leave, vacatayn galary continuation, disability,
hospitalization, medical insurance, life insurarga)jolarship programs maintained by Seller
or to which Seller contributed or is obligated tintribute thereunder for current or former
employees; and (ii) all “employee pension plansintaaned by Seller in which any current or
former employees participated ((i) and (ii), cotieely, the “Employee Benefit Plans”). No
Employee Benefit Plan is a multiemployer plan, as lbeen subject to sections 4063 or 4064
of ERISA (“Multiple Employer Plans”). Schedule 3.1@rther lists all current and former
employees of Seller and their beneficiaries who aligible for and/or have elected
continuation coverage under the Consolidated OnsnBudget Reconciliation Act of 1985
(“COBRA").

3.14 Intellectual Property. Except as set forth on Sciee 3.14, Seller owns or has
licenses to use all Intangible Property, excepgh®wextent the failure to be the owner or the
licensee would not materially and adversely imphet Buyer’'s operation of the Facility
following the Closing; provided, however, that 8elinakes no representation or warranty as
to the ownership by the licensor of any intelletfwaperty that is licensed to Seller.

3.15 Material Contracts. Schedule 3.15 sets forth beller's material executory
contracts and unexpired leases.

3.16 Schedules. The Schedules attached hereto areateauiall material respects.
If Seller shall elect to supplement, modify or ugdany Schedule, submit a Schedule not
attached at execution hereof, or add a new Schethuteugh and including Closing, Buyer
shall be entitled to review any such changed or r&hedule, and to terminate this
Agreement if the disclosures revealed therein grenéterial and in an amount reasonably
calculated to have an negative effect upon theevafuthe Assets or Assumed Liabilities of
more than $100,000 (whether individually or in Hygregate with any other changed or new
Schedules, and whether such other changed or needsles are received previously or
contemporaneously), and (iii) not acceptable to é8uyollowing a five (5) business day
period during which Buyer and Seller shall attertiptresolve any concerns expressed by
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Buyer as a result thereof; provided, however, Bl not be entitled to terminate this

Agreement for updates to Schedules reflecting argimourse changes, and Buyer shall not
be entitled to terminate this Agreement if Buyeceiges a credit at Closing against the
Purchase Price for the change under this paragraph.

3.17 EXCEPT AS EXPRESSLY SET FORTH HEREIN, THE ASSETS EAR
BEING SOLD BY SELLER “AS IS, WHERE IS, WITH ALL FAUTS, AND WITHOUT
ANY WARRANTY WHATSOEVER, EXPRESS OR IMPLIED,” AND BLLER MAKES
NO REPRESENTATIONS OR WARRANTIES OF ANY KIND TO BUER, INCLUDING,
WITHOUT LIMITATION, AS TO (A) THE VALUE, NATURE, QUALITY, OR
CONDITION OF THE PROPERTY, INCLUDING THE WATER, SOIAND GEOLOGY;
(B) THE INCOME TO BE DERIVED FROM THE PROPERTY; (OHE SUITABILITY
OF THE PROPERTY FOR ANY AND ALL ACTIVITIES AND USEJHAT BUYER OR
ANY TENANT MAY CONDUCT THEREON; (D) THE COMPLIANCEOF OR BY THE
PROPERTY OR ITS OPERATION WITH ANY LAWS, RULES, ORBANCES, OR
REGULATIONS OF ANY APPLICABLE GOVERNMENTAL AUTHORIT OR BODY;
(E) THE HABITABILITY, MERCHANTABILITY, MARKETABILIT Y, PROFITABILITY,
OR FITNESS FOR A PARTICULAR PURPOSE OF THE PROPERTR) THE MANNER
OR QUALITY OF THE CONSTRUCTION OR MATERIALS, IF ANYINCORPORATED
INTO THE PROPERTY; (G) THE PHYSICAL CONDITION OF THPROPERTY OR
THE MANNER, QUALITY, STATE OF REPAIR, OR LACK OF REAIR OF THE
PROPERTY; (H) COMPLIANCE WITH ANY ENVIRONMENTAL PR®ECTION,
POLLUTION, OR LAND USE LAWS, RULES, REGULATIONS, GBERS, OR
REQUIREMENTS, INCLUDING THE EXISTENCE IN OR ON THEPROPERTY OF
HAZARDOUS MATERIALS; OR (I) ANY OTHER MATTER WITH FESPECT TO THE
PROPERTY. BUYER ACKNOWLEDGES AND AGREES THAT BUYERIS
EXPERIENCED IN THE OWNERSHIP AND OPERATION OF PRORHES SIMILAR
TO THE PROPERTY AND THAT BUYER PRIOR TO THE CLOSIN®@/ILL HAVE
INSPECTED THE PROPERTY AND FULLY REVIEWED AND EVALATED THE
PROPERTY INFORMATION TO ITS SATISFACTION AND IS QUAFIED TO MAKE
SUCH INSPECTIONS AND EVALUATIONS. BUYER ACKNOWLEDGE THAT,
EXCEPT AS SET FORTH HEREIN, IT IS FULLY RELYING ONBUYER'S (OR
BUYER'S REPRESENTATIVES’) INSPECTIONS OF THE PROPERAND NOT UPON
ANY STATEMENT (ORAL OR WRITTEN) WHICH MAY HAVE BEEN MADE OR
MAY BE MADE (OR PURPORTEDLY MADE) BY SELLER OR ANYOF ITS
REPRESENTATIVES. BUYER ACKNOWLEDGES THAT BUYER HASR BUYER'S
REPRESENTATIVES HAVE), OR PRIOR TO THE EXPIRATIONFOTHE INSPECTION
PERIOD WILL HAVE, THOROUGHLY INSPECTED AND EXAMINED THE
PROPERTY TO THE EXTENT DEEMED NECESSARY BY BUYER IRRDER TO
ENABLE BUYER TO EVALUATE THE CONDITION OF THE PRORETY, THE
MATTERS DISCLOSED BY THE PROPERTY INFORMATION AND IA. OTHER
ASPECTS OF THE PROPERTY (INCLUDING, BUT NOT LIMITEDTO, THE
ENVIRONMENTAL CONDITION OF THE PROPERTY), AND BUYER
ACKNOWLEDGES THAT, EXCEPT AS SET FORTHER HEREIN, BER IS RELYING
SOLELY UPON ITS OWN (OR ITS REPRESENTATIVES’) INSEEION,
EXAMINATION AND EVALUATION OF THE PROPERTY AND ITS CONDITION.
EXCEPT FOR THE SELLER INDEMNIFICATION OBLIGATIONSBUYER HEREBY
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AGREES THAT FROM AND AFTER THE CLOSING NEITHER SEHR NOR ITS
EMPLOYEES, PARTNERS, OFFICERS, DIRECTORS, REPRESENVES, AGENTS,
ATTORNEYS, AFFILIATES, PARENT COMPANIES, SUBSIDIARS, SUCCESSORS
OR ASSIGNS (“SELLER PARTIES”) SHALL BE LIABLE FOR WY SPECIAL, DIRECT,
INDIRECT, CONSEQUENTIAL, OR OTHER DAMAGES RESULTIN®R ARISING
FROM OR RELATED TO THE OWNERSHIP, USE, CONDITION, OCATION,
MAINTENANCE, REPAIR OR OPERATION OF THE PROPERTY,N® BUYER
RELEASES AND WAIVES ANY CLAIMS OR CAUSES OF ACTIONT MAY HAVE
RELATING TO THE SAME. BUYER ACKNOWLEDGES THAT ANY ONDITION OF
THE PROPERTY THAT BUYER DISCOVERS OR DESIRES TO CGRECT OR
IMPROVE PRIOR TO OR AFTER THE CLOSING SHALL BE ATWYER’'S SOLE
EXPENSE. BUYER EXPRESSLY WAIVES (TO THE EXTENT ALMYED BY
APPLICABLE LAW) ANY CLAIMS UNDER FEDERAL, STATE OROTHER LAW
THAT BUYER MIGHT OTHERWISE HAVE AGAINST SELLER PARIES RELATING
TO THE USE, CHARACTERISTICS OR CONDITION OF THE PRERTY. ANY
REPAIRS PAID FOR BY SELLER PURSUANT TO THIS CONTRACIF ANY, SHALL
BE DONE WITHOUT ANY WARRANTY OR REPRESENTATION BY B.LER, AND
SELLER HEREBY EXPRESSLY DISCLAIMS ANY WARRANTY OR
REPRESENTATION OF ANY KIND WHATSOEVER IN CONNECTIONVITH SUCH
REPAIRS.

ARTICLE 4. REPRESENTATIONS AND WARRANTIES OF BUYER

Buyer represents and warrants to Seller that, deeoEffective Date, the Closing Date
and the Effective Time:

4.1 Organization and Standing. Buyer is a limited iliagb company formed,
validly existing, and in good standing under thedaof its state of formation and is qualified,
or will be qualified at Closing, to do business endhe laws of the State. Buyer has the
requisite power and authority to own and operageAbsets in the manner in which they are
presently being operated.

4.2  Capacity; Authority; Consents. Buyer has full powkegal capacity and
authority to execute and deliver this Agreementdonsummate the transactions contemplated
hereby and to perform its obligations under thige®gnent. The execution and delivery of
this Agreement, the consummation of the transastieontemplated hereby and the
performance of Buyer's obligations hereunder hagenbduly authorized by Buyer’'s sole
member, members, board of directors or other gavgrauthority, as applicable, and no other
proceedings on the part of Buyer are necessarymmeaction therewith. This Agreement
constitutes, and each other instrument to be egdcand delivered by Buyer will constitute,
valid and binding obligations of Buyer, enforceablgainst Buyer in accordance with their
respective terms. The individual(s) executing aalivering this Agreement on Buyer’s
behalf are duly authorized and empowered to biedBilnyer as contemplated hereby.

4.3 No Violation. Neither the execution and delivery Buyer of this Agreement
nor the consummation of the transactions contemglaereby nor compliance with any of the
material provisions hereof by Buyer will violategndlict with or result in a breach of any
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material provision of the Buyer’s certificate ofrfieation, bylaws, operating agreement or
other organizational documents of Buyer.

4.4  No Brokers or Finders. Neither Buyer nor any &ffé of Buyer has engaged
any finder or broker in connection with the trarigats contemplated hereby.

4.5  Ability to Perform. Buyer has the ability to obtafunds in cash in amounts
equal to the Purchase Price by means of crediitfesior otherwise and will at the Closing
have immediately available funds in cash, whichsarficient to pay the Purchase Price and
to pay any other amounts payable pursuant to tlgsednent and to consummate the
transactions contemplated by this Agreement.

4.6  Full Disclosure. All of Buyer’'s warranties, repeesations or covenants in this
Agreement: (i) constitute a material part of tlensideration hereunder; (ii) are true and
complete, current and accurate as of the date h€i@oshall be true, complete, current and
accurate as of the Close of Escrow and EffectiveeTiand (iv) and shall survive the Close of
Escrow and delivery of the Assets to Buyer. Nofdhe statements, representations or
warranties of Buyer misstates or omits any fact clwhivould make such statements,
representations or warranties incomplete, misleadin incorrect in any material respect.
Buyer shall inform Seller if any statement, repréaBon or warranty becomes incorrect,
misleading or incomplete subsequent to the daieoter

ARTICLE 5. MUTUAL COVENANTS

5.1 General Covenants. Following the execution of thigeement, Seller and
Buyer agree, and, where applicable, Buyer shabe&New Operator:

0] Subject to_Section 5.2, to cooperate fully with reather in preparing,
filing, prosecuting, and taking any other actionbickh are or may be reasonable and
necessary to obtain the consent of any governmamaiumentality or any third party, to
accomplish the transactions contemplated by thizé&ment;

(i) To deliver such other instruments of title, cectfies, consents,
endorsements, assignments, assumptions and otlwimedats or instruments, in form
reasonably acceptable to the party requestingaime and its counsel, as may be reasonably
necessary to carry out and/or to comply with tlimgeof this Agreement and the transactions
contemplated herein; and

(i)  To confer on a regular basis with the other, repartmaterial operational
matters and promptly advise the other orally andiiing of any change or event having, or
which, insofar as can reasonably be foreseen coaN@, a material adverse effect on such
party or which would cause or constitute a matepr@ach of any of the representations,
warranties or covenants of such party containediher

5.2 Licensing. Buyer shall cause New Operator to usanercially reasonable
efforts to obtain prior to the Closing Date (or sson thereafter as practicable): (i) all
consents, approvals and licenses necessary to tpgrenconsummation of the transactions
contemplated by this Agreement including, but moited to, such licensure and certification
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approval (and the absence of an effective chall@asge the sale of the Facility to a for-profit
buyer) as may be necessary to enable New Opemtawfully operate the Facility as it is
operated by Current Operator effective as of tHedife Time (“Requlatory Approvals”); (ii)
all consents required for the transfer or assigrnneérany personal property leases to be
assumed by New Operator; and (iii) all consentsiired for the transfer or assignment of the
Assumed Operating Contracts (as defined in the OAAEh will be assigned and transferred
by Current Operator to New Operator pursuant to tdrens of the OTA. Seller shall
cooperate in all reasonable respects with BuyerNea Operator in their efforts to obtain
such consents, approvals and licenses. Notwithstgnthe foregoing, Buyer and New
Operator agree not to notify the Texas DepartmentAging and Disability Services
(“DADS"), Centers for Medicare & Medicaid Services any other regulatory authority of a
pending change of ownership of the Facility, orfile any applications for change of
ownership with respect to the any Facility License Medicaid or Medicare provider
agreements with respect to the Facility withoutggther consent of Seller, except to the extent
Seller is required to do so under applicable lawithout limiting the foregoing, the Seller
shall serve a copy of the Bid Procedures Motion alhéttachments thereto on each of the
regulatory authorities.

5.3  Public Announcements. The parties may not issyepaess release or any
written statement with respect to this Agreementhar transactions contemplated hereby;
provided, however, that nothing herein shall bestaed as prohibiting (i) public disclosures
in connection with securing any licensing or ceséifion approvals, subject to the restriction
in Section 5.2 of this Agreement, or complying wiglgulations promulgated by the Securities
and Exchange Commission or other government agenere(ii) private disclosures to the
employees, shareholders, agents, contractors, kkanis, attorneys, accountants, lenders and
affiliates of the disclosing party or (iii) pursuao public announcements (including, without
limitation, press releases) made with the prioittemi approval of Seller and Buyer.  Buyer
may not disclose the pending sale of the Facilittheout the prior written consent of Seller,
which consent shall not be unreasonably withheldooditioned. Buyer and Seller will meet
in good faith to discuss the nature and extentuchdgisclosure. If Seller consents to such
disclosure, Buyer shall make such disclosure $triotaccordance with Seller’s conditions to
consent and only on a “need to know” basis.

5.4  Utilities. Buyer and Seller shall cooperate toetakll steps necessary to
transfer all utilities related to the operationtloé Facility including without limitation electric
service, gas service, telephone service, cablecselnternet service, sewage, water and trash
removal, into Buyer's or New Operator's names, mected by Buyer, effective as of the
Effective Time.

ARTICLE 6. COVENANTS

6.1 Covenants of Seller.

0] Seller Information. To the extent in Seller's pession, Seller shall
deliver such due diligence materials as Buyer bgsested in the document attached as Exhibit
6.1 and copies of any other materials relatingheottansfer of the Assets as may be reasonably
requested by Buyer, without any representation amramty as to the accuracy of such materials
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(collectively the “Seller Information”). If prioto the Closing Date Seller receives, discovers or
becomes aware of any material change in the Assetsly matter affecting the Assets which
would render any of the materials previously git@se or misleading, then Seller shall disclose
such changes in writing to Buyer and deliver anylittwhal related materials in Seller’s
possession to Buyer as soon as reasonably poafibtesuch receipt or discovery.

(i) Right of Inspection. From the date of this Agreementil the termination

of this Agreement or through the Closing Date, gglieable, and subject to Section 6.2, Seller
shall permit Buyer’'s authorized representativebawee full access to the Facility during regular
business hours, shall make its key employees dimi available to confer with Buyer and its
authorized representatives, shall make availabBuiger's representatives all books and records
relating to the Facility and the obligations arabllities of Seller including, but not limited to
contracts and agreements, filings with any regujaawithority, any financial operating data and
any other information relating to Seller’s businassvities with respect to the Facility, as Buyer
may from time to time request; provided, that Sedlkall not be obligated to make available
books and records or other information relatingh®Excluded Assets.

(i)  Operations Transfer Agreement. Seller shall exe¢hée OTA, on the
Effective Date.

(iv) Management Agreement. If required under the tesfrthe OTA, Seller
shall execute an interim management agreement drefore the Closing Date enabling New
Operator to manage and operate the Facility aseogiated by the OTA (the_"Management
Agreement”)(and, to the extent necessary, a subleas

6.2 Covenants of Buyer.

(1) Operations Transfer Agreements. Buyer shall cduee Operator to
enter into the OTA on the Closing Date.

(i) Management Agreement. If required under the tesfrthe OTA, Buyer
shall cause New Operator to enter into the Managemgreement on or before the Closing
Date (and to the extent necessary, a sublease).

ARTICLE 7. TITLE AND SURVEY AND OTHER CONTINGENCIES

7.1  Title Review Period. Escrow Agent shall, at Bugegxpense, promptly cause
Fidelity National Title Insurance Company (the 1&iitnsurer”) to deliver to Buyer a current
preliminary title report with respect to the Reabperty, together with readable copies of all
instruments of record referred to therein (the [éTReport”). Buyer may, at Buyer’s election
and at Buyer’s cost, obtain an ALTA survey of theaRProperty (the “Survey”). Buyer shall
have until December 10, 2014 (the "Title Reviewi&rand with the last day of that period
being the “Title Objection Deadline”) to notify $a&l in writing (the “Buyer Title Objection
Notice”) of any objection to exceptions containedthe Title Report or on the Survey. If
Buyer fails to so make an objection by the Titlg&hon Deadline, Buyer shall be deemed to
have approved the condition of title to the Realgerty as reflected in the Title Report and
on the Survey. If Buyer timely objects to any epion(s) in the Title Report or on the
Survey, Seller shall have the right, but not thdigaltion, to cause the removal of such
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exception to title or to cause the Title Insurerctonmit to the issuance of an endorsement
reasonably acceptable to Buyer insuring againgt gxception to title. In the event Seller
determines that it is unable or unwilling to remarey one or more of such exception(s) to
title, Seller shall so notify Buyer in writing (“8er's Election to Not Correct Exceptions”)
within three (3) business days after it receives Bluyer Title Objection Notice. Failure of
Seller to so notify Buyer within such three (3) imess day period shall be deemed Seller’s
election not to remove such exceptions to title/andot to cause the Title Insurer to commit
to issuance of an endorsement reasonably acceptablBuyer insuring against such
exceptions to title. Buyer may, at its option,ntarate this Agreement within three (3)
business days after (i) Buyer receives Seller'stitia to Not Correct Exceptions or (ii) upon
Seller's failure to deliver Seller's Election to NGorrect Exceptions within the three (3)
business day period described in the prior sentgmoeided, however, Buyer shall not be
entitled to terminate unless Buyer’s objectionsalhbeller fails or refuses to correct have a
value, individually or in the aggregate, of at leane-Hundred-Thousand Dollars
($100,000.00). Upon such termination, Buyer shallentitled to the return of the Deposit,
and except as expressly provided herein, the gastiall have no further liability under this
Agreement. Notwithstanding anything contained imete the contrary, Buyer shall not be
required to object to monetary liens, judgmentsusgy interests and other matters identified
in the Title Report, it being agreed that all sliens, judgments, encumbrances and security
interests shall be removed by Seller at or priaghtoClosing Date. Any exceptions to title that
Buyer accepts or is deemed to have accepted indaroee with the provisions of this Section
7.1 or the provisions of this Section 7.2 shall reéerred to in this Agreement as the
“Permitted Exceptions”.

7.2  New Exceptions. If Seller causes any exceptiot(sitle after the date of the
Title Report and before the Closing Date, then Bgyapproval of such exception(s) to title
shall be a condition precedent to Buyer’s obligatio buy the Assets. Unless Buyer gives
written notice to Seller (“Buyer Additional Title lipection Notice”) that it disapproves any
such additional exception(s) to title on the dat is three (3) business days after the receipt
by Buyer in writing of such additional exception(s)the Closing Date, whichever is earlier,
Buyer shall be deemed to have approved such additexception(s). Seller shall have the
right, but not the obligation, to cause the remafaduch additional exception(s) to title or to
cause the Title Insurer to commit to the issuarfc@noendorsement reasonably acceptable to
Buyer insuring against such exception(s) to titlkea the event Seller determines that it is
unable or unwilling to remove any one or more aftsadditional exception(s) to title, Seller
shall so notify Buyer in writing (“Seller’s Electioto Not Correct Additional Exceptions”)
within three (3) business days after it receives Bluyer Additional Title Objection Notice.
Failure of Seller to so notify Buyer within suchdb (3) business day period shall be deemed
Seller's election not to remove such additionalegtion(s) to title and/or not to cause the
Title Insurer to commit to issuance of an endorsgmeasonably acceptable to Buyer
insuring against such exception(s) to title. Buyeay, at their option, terminate this
Agreement within three (3) business days (i) aBewyer receive Seller's Election to Not
Correct Additional Exception or (ii) after Sellerfailure to deliver Seller’'s Election to Not
Correct Additional Exceptions within the three (8)siness day period described in the prior
sentence. Upon such termination, Buyer shall hglehto the return of the Deposit and,
except as expressly provided in this Agreement, gaeies shall have no further liability
under this Agreement. Notwithstanding the foreggmnovisions, Seller covenants that it will
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not cause the creation of additional exceptiongsiitte after the Effective Date without the
prior written consent of Buyer, which consent simait be unreasonably withheld or delayed.
Notwithstanding anything contained herein to thetary, Buyer shall not be required to
object to monetary liens, judgments, security edes and other matters identified in the Title
Report or disclosed as an additional exception uttue paragraph, it being agreed that all
such liens, judgments, encumbrances and secut#dyests shall be removed by Seller at or
prior to the Closing Date.

7.3  Title and Bankruptcy Court ApprovalSeller, at its sole cost, shall be obligated
to seek from the Bankruptcy Court, in connectiothvar as part of the Sale Order (as defined
in Section 2.2), approval the sale of the Assetsyant to this Agreement free and clear of all
Claims and Encumbrances, other than liens for teed$ assessments which are not

delinquent.

ARTICLE 8. CONDITIONSTO OBLIGATION OF BUYER TO PERFORM

The obligations of Buyer under this Agreement aubjexct to the satisfaction, on or
before the Closing Date, of the following condisofthe “Closing Conditions”), each of which
are for the sole benefit of Buyer and may be waivgduyer at Buyer’'s sole option by delivery
to Seller of a written notice of such waiver.

8.1 Compliance with Agreement. Seller shall have pentd all of its obligations
hereunder, and Seller's representations and wasant this Agreement and in the Seller
Closing Items (as defined in Section 12.1) shalltroe and correct in all material respects
(without giving effect to any materiality qualifeetherein) on and as of the Closing Date and
the Effective Time.

8.2 Requlatory Approvals. New Operator shall have ikezk all Regulatory
Approvals.

8.3  Operation Transfer Agreement. Current Operatoll $tawve entered into the
OTA and shall not be in default of any warrantyyemant, agreement, condition or other
obligation under the OTA.

8.4 Interim Management Agreement. If required under tlrms of the OTA,
Seller and New Operator shall have entered intdrttegim Management Agreement (and to
the extent required, a sublease).

8.5 Tail Coverage. Seller shall provide evidence thate® has purchased general
liability and professional liability tail coveradthe “Tail Coverage”), satisfactory to Buyer in
Buyer’s reasonable discretion, and that such Tauetage is in full force and effect from and
after the Closing Date.

8.6  Bankruptcy Court Approval. The Sale Order (a) shalle been entered by the
Bankruptcy Court in a form reasonably acceptableBtoer and such order shall be
unappealed, unappealable, unstayed, and not subjectmotion for reconsideration, post-
judgment relief, or Rule 59 or 60 relief (a “Fir@tder”) by no later than February 15, 2015,
which date may be waived or extended by mutualeageat of the parties, (B) shall not have
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been stayed, modified, amended, dissolved, revakeescinded without Buyer's consent,
and (C) shall be in full force and effect on th@€dhg Date. Buyer in its sole discretion may
waive in writing the requirement that the Sale @steall be a Final Order.

8.7  Delivery of Seller Closing Items. Seller shall badeposited in Escrow all of
the Seller Closing Items (as defined in Sectiod }12.

8.8  Delivery of Possession. Seller shall have irrebbc@endered possession of
the Facility to Buyer as of the Effective Time, gdb to the rights of Residents occupying the
Facility pursuant to Residency Agreements and silolr residents who have been admitted
to the Facility in the ordinary course of busined&twithstanding the foregoing, Seller shall
not be obligated to evict, and it shall not be degm condition precedent to Closing for
Seller to evict, any Resident occupying the Facds of the Closing Date.

8.9 Title Policy. The Title Company will issue a stardldorm Texas owner’s
policy of title insurance (the “Title Policy”) incaordance with a Title Commitment approved
by Buyer.

8.10 Unfavorable Action or Proceeding. On the Closingtd) no orders, decrees,
judgments or injunctions of any court or Governraéwtuthority shall be in effect, and no
claims, actions, suits, proceedings, arbitrations irovestigations shall be pending or
threatened, which challenge or seek to challengewlich could prevent or cause the
rescission of, the consummation of the transactimméemplated in this Agreement.

ARTICLE 9. CONDITIONSTO OBLIGATION OF SELLER TO PERFORM

The obligations of Seller under this Agreement subject to the satisfaction, on or
before the Closing Date, of the following condigomeach of which may be waived by Seller by
delivery to Buyer of a written notice of such waive

9.1 Compliance with Agreement. Buyer shall have peniedl all of its obligations
hereunder, and Buyer’'s representations and waesaimi this Agreement and in the Buyer
Closing Items (as defined in Section 12.2) shaltrbe and correct in all material respects on
and as of the Closing Date and the Effective Time.

9.2 Operations Transfer Agreements. New Operator stalk entered into the
OTA.

9.3 Interim Management Agreement. If required undex terms of the OTA,
Seller and New Operator shall have entered intdritexim Management Agreement (and, if
necessary, a sublease).

9.4  Delivery of Buyer Closing Items. Buyer shall hadeposited in Escrow all of
the Buyer Closing Items (as defined. in Section 12.2

9.5 Unfavorable Action or Proceeding. On the Closingtd) no orders, decrees,
judgments or injunctions of any court or Governraéwtuthority shall be in effect, and no
claims, actions, suits, proceedings, arbitrations irovestigations shall be pending or
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threatened, which challenge or seek to challengewlich could prevent or cause the
rescission of, the consummation of the transacttomsemplated in this Agreement; provided,
however, that Seller shall use commercially reaBlenafforts to prevent the entry of such
order, decree, judgment or injunction before temting this Agreement, and Buyer shall
cooperate in such efforts by Seller.

ARTICLE 10. RISKSAND REMEDIES

10.1 Remedies Prior to or on Closing.

0] Termination. In the event of any material breachdefault of any
warranty, covenant, agreement, condition or otligation of a party hereunder, the other party
may at its option, subject to Section 10.2, ternairthis Agreement by delivering written notice
of termination to the defaulting party specifyingiwparticularity the breach or default on which
the notice is based. In the event of such a teatioin, subject to the notice and cure provisions
set forth in_Section 10.2 below, Escrow Agent siralhediately (i) disburse the Deposit to the
non-defaulting party, (ii) cancel the Escrow, ani) ¢harge any escrow cancellation or similar
fee to the defaulting party. In the event that &utgrminates this Agreement in accordance with
the provisions of Article 7, Escrow Agent shall iradmately disburse the Deposit to Buyer as
provided in Article 7 and cancel Escrow.

(i) Default of Seller. In the event the Closing ance ttransactions
contemplated hereby do not occur as provided hdrgireason of the default of Seller, Buyer
may elect, as the sole and exclusive remedy of Buge(a) terminate this Agreement and
receive the Deposit from the Escrow Agent and,rasiged in Article 11, payment of the Break-
Up Fee or the Expense Reimbursement, as applidabie,the Seller, and in such event Seller
shall not have any further liability whatsoeverBayer hereunder, or (b) pursue its equitable
remedies, including, without limitation, specificenformance of this Agreement or the
obligations of Seller hereunder. Notwithstandihg foregoing, nothing contained herein shall
limit Buyer's remedies at law or in equity, as toyabreach of Seller's representations and
warranties.

(i)  Default of Buyer. In the event of a default by BuySeller may elect, as
the sole and exclusive remedy of Seller, to terteirthis Agreement and receive the Deposit
from the Escrow Agent, and in such event, excepexasessly provided in this Agreement,
Buyer shall not have any further liability whatseeto Seller hereunder.

10.2 Notice of Default. Notwithstanding anything comi@dl herein to the contrary,
neither party to this Agreement may claim termioator pursue any other remedy (other than
injunctive relief) on account of a breach of a dtind, covenant or warranty by the other,
without first giving such other party written natiof such breach and not less than ten (10)
days within which to cure such breach (such ten) ¢by period to supersede any shorter cure
period that may be applicable, but not to be initemtdthereto). The Closing Date and the
Effective Time, if necessary, shall be postponedeatessary to afford such opportunity to
cure.
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10.3 Risk of Loss. Until the Effective Time, Seller @)all bear all risk of loss with
regard to the Assets (whether or not insured)siia)l cause to be maintained in full force and
effect fire and extended coverage insurance in rapuat equal to one hundred percent
(100%) of the replacement cost of the Assets, epdh@all comply with all requirements of all
such insurance policies. Prior to the Effectiven&j Seller shall not reduce or cancel the
amount of coverage of any insurance policy penmajirido the Assets. In the event that all or
any part of the Assets are damaged or destroydigehyindstorm or any other casualty on or
prior to the Closing Date, Seller shall immediateigtify Buyer of such damage or
destruction. In the event that such damage dru®®n is in the aggregate more than Two
Hundred Thousand Dollars ($200,000), Buyer shallehthe option to: (x) terminate this
Agreement by written notice delivered to Sellerhivitten (10) days after Buyer’s receipt of
notice of such damage or destruction, in which ¢hseDeposit shall be returned to Buyer in
full and the parties shall have no further obligat hereunder, or (y) proceed with the
transactions contemplated by this Agreement withehdtement of the Purchase Price, in
which case (i) all insurance proceeds shall be éeeim have been absolutely and irrevocably
assigned to and be payable directly to Buyerafigr the Close of Escrow, Buyer shall have
the right to conduct all settlement proceedinghwéspect to the insurance claims, and (iii)
Seller shall deliver to Buyer through Escrow anamditional assignment of all insurance
proceeds. |If this Agreement is not terminated)eBedhall not be obligated to repair any
damage or destruction.

10.4 Condemnation. If condemnation or eminent domainc@edings or an
agreement with a governmental agency in lieu ohspimceedings should affect all or a
portion of the Land or of the improvements on tlaad constituting the Real Property prior to
the Close of Escrow, Buyer may, at its option, egith) terminate this Agreement by written
notice to Seller, in which event the Deposit sl returned in full to Buyer, and neither
Buyer nor Seller shall have any further liabilitgraunder, or (ii) elect to consummate this
transaction without abatement of the Purchase Pmcevhich event Seller shall assign to
Buyer all of its right, title and interest in analany award made or to be made in connection
with such proceedings or agreement and shall paéBmyer to conduct all negotiations and
enter into all agreements with respect theretoyeBa rights hereunder shall be cumulative,
and Buyer shall have the foregoing rights in theecaf each such condemnation or eminent
domain proceeding or agreement in lieu thereof.

10.5 Seller Indemnification. For the duration of thedémnification Period (as
defined in this_Section 10.5), Seller shall indeijwnidlefend and hold Buyer, New Operator,
and their respective officers, directors, employeaembers, managers, shareholders and
affiliates (“Buyer Indemnified Parties”), harmlegw, from and against any and all claims,
losses, expenses, damages, obligations, deficenoie liabilities of any kind, including
without limitation costs of investigation, interegtenalties, reasonable attorneys’ fees, and
any and all costs, expenses, and fees incidennhyosait, action or proceeding, incurred,
sustained or suffered by the Buyer Indemnified iBanivhich arise out of, result from or are
related to any of the following (collectively “Setl Indemnification Obligations”) limited
solely to the amount of the Indemnification TrushB:

0] any claims against Current Operator, New Operatth® Facility
under Medicare, Medicaid, Veterans Affairs or amiyeo third party payor programs (a)
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with respect to any Excluded Assets, (b) with respe the operation of the Facility by
Current Operator prior to the Effective Time, (o) &ny fees, fines or penalties assessed
against the Assets or the Medicare or Medicaid ipgvagreements of any Facility and
attributable to periods prior to the Effective Timer (e) for repayment of any
overpayments made to Current Operator under Mezliddedicaid, Veterans Affair or
any other third party payor program for servicesdered at the Facility prior to the
Effective Time, including, but not limited to, alas against New Operator in the form of
offsets or recoupments by Medicare, Medicaid, \é&tsrAffairs or any other third party
payor against their payments due to New Operatattdbutable to periods on and after
the Effective Time that relate to said overpaymemsie to Current Operator; and

(i) any Excluded Liability.

Seller hereby acknowledges that Buyer Indemnifiedrti®s are entitled to prompt
reimbursement for any claims related to the Séfldemnification Obligations, but that due to
the Bankruptcy Proceeding, the Seller may not He &b fund such reimbursements and
Buyer Indemnified Parties therefore have the rightmake claims to the Indemnification
Trust Fund for all Seller Indemnification Obligat& Following Closing, Buyer may submit,
not more frequently than one (1) time per month, distribution from the Indemnification
Trust Fund for Seller Indemnification Obligatiorieat may arise during a period starting on
the Closing Date and ending one year after thei@oBate (the “Indemnification Period”),
and upon submission of such request with suppodimgumentation (and copies thereof to
Seller), unless objected to by Seller within fi& @days from the date of the request, Escrow
Agent shall distribute funds from the Indemnificati Trust Fund to Buyer for such
reimbursement. Escrow Agent shall, within threg d@ys following the expiration of the
Indemnification Period, distribute to Seller to aocount designated by Seller any amounts
remaining in the Indemnification Trust Fund, if an&ll indemnification obligations of Seller
set forth in this Agreement shall be limited to #maount of the Indemnification Trust Fund
which shall be Buyer’s sole recourse. Except fa@iness made during the Indemnification
Period, all of Seller’s indemnification obligatioms this Agreement shall be limited to the
amount of the Indemnification Trust Fund, which |Islee Buyer's sole recourse. All of
Seller’'s indemnification obligations in this Agreent shall expire following the expiration of
the Indemnification Period.

10.6 Buyer Indemnification. Buyer shall indemnify, defeand hold Seller and its
respective officers, directors, employees, shadsreland affiliates (the “Seller Indemnified
Parties”), harmless for, from and against any alhdclaims, losses, expenses, damages,
obligations, deficiencies, or liabilities of anynkl, including without limitation costs of
investigation, interest, penalties, reasonablerrattgs’ fees, and any and all costs, expenses,
and fees incident to any suit, action or proceedingurred, sustained or suffered by the
Seller Indemnified Parties which arise out of, tesnom or are related to Buyer's or New
Operator’s operation of the Facility on and aftez Effective Time, and would not be (or if
the Indemnification Period has expired, would natdnbeen if such period had not expired) a
Seller Indemnification Obligation.
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ARTICLE 11. TERMINATION
11.1 Termination. This Agreement may be terminatedrgodhe Closing:

(1) by the Seller or Buyer if the Bid Procedures Motismwithdrawn prior to
the entry of the Bid Procedures Order or if, foliogv entry of the Bid Procedures Order, the
Seller determines to abandon or end the sale pp@&stablished pursuant thereto;

(i) by mutual written consent of the Seller and Buyer;
(i) by Buyer:

(@) if there has been a material breach by Seller gfrapresentation
or warranty contained herein or in the due andlgrperformance of any covenant or agreement
contained herein, the Seller has notified Buyeswafth breach in writing, and the breach has not
been cured within five (5) business days aften@eji of such notice (or such longer notice and
cure period as may be set forth in any other prowisf this Agreement); or

(b) if the Closing shall not have occurred on or beféebruary 28,
2015 (the “Outside Closing Date”, as to which nwecperiod shall apply) by reason of the
failure of any condition precedent under Articléudless such failure was primarily within the
control of Buyer);

(© if the Sale Order shall not have been entered antially in the
form of Exhibit 11.1(iii)(b) (unless any changeitito have been approved by the Buyer or if
the Sale Order has been entered but stayed asliGutside Closing Date or if the Sale Order
or has not become a Final Order by January 31,)2015

(d) if the Seller has filed any pleading or entered iahy agreement
(other than this Agreement and other than the Bat&dures Motion) relating to or otherwise
regarding the sale, transfer, lease or other digsposdirectly or indirectly, of all or a material
portion of the Assets or regarding an Alternativangaction (including in either instance, for the
avoidance of doubt, a credit bid, deed in lieureise of rights and remedies or foreclosure with
respect to some or all of the Assets);

(e) if the Bankruptcy Court approves a sale, leaséramsfer of all or

a material portion of the Assets, directly or iedity, to any other person or entity other than
Buyer, or if the Seller selects a bid by someomeiothan Buyer as the “highest and best offer”
in accordance with the Bid Procedures Order, and salection is not overruled by the
Bankruptcy Court within seven (7) days followingetlconclusion of the Auction, or if the
Bankruptcy Court approves or the Seller consummatesles, lease or transfer transaction
related to any of the Assets with a third partyeottihan as contemplated in the Bid Procedures
Order (including in either instance, for the aveida of doubt a credit bid, deed in lieu, exercise
of rights and remedies or foreclosure with respectome or all of the Assets), or an Alternative
Transaction is approved by the Bankruptcy Court eodsummated. The term “Alternative
Transaction” means, any transaction (other than dhle of Assets to Buyer under this
Agreement) involving: (i) the issuance, sale, $fanor other disposition of any class of equity
securities, ownership interests or voting secwwité Seller, (ii) the merger, consolidation, asset
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sale, recapitalization, business combination oe#imilar transaction involving Seller, or (iii)
the entry of an order confirming a Chapter 11 pian Seller under which all or a material
portion of Assets vests in Seller or in a success&eller or another person or entity;

() the Bid Procedures Order has not been enteredasuiadiy in the
form of Exhibit 2.1 (unless any changes theretoenagen approved by the Buyer) on or before
the Bid Procedures Order Deadline (for which neqeriod shall apply); or

(9) this Agreement otherwise provides Buyer with a trighf
termination.

(iv) by the Seller:

€)) if there has been a material breach by Buyer ofrapyesentation
or warranty contained herein or in the due andlgrperformance of any covenant or agreement
contained herein, the Seller has notified Buyeswafh breach in writing, and the breach has not
been cured within five (5) business days aften@eji of such notice (or such longer notice and
cure period as may be set forth in any other prowisf this Agreement); or

(b) if the Closing shall not have occurred on or beftire Outside
Closing Date by reason of the failure of any canditprecedent set forth in_Article 9 (unless
such failure was solely within the control of thell8r); or

(c) Buyer is not diligently pursuing the Closing sottach Closing
can occur on or before the Outside Closing Datéetesrmined by the Bankruptcy Court.

11.2 Effect of Termination.

0] A “Triggering Event” shall be deemed to have ocedrupon termination
of this Agreement by Buyer or Seller unless: (ay&us in material default hereunder for which
the cure period has run without cure, (b) the teation is due to DADS’ rejection of Buyer for
Regulatory Approval purposes, or (c) Buyer termasahis Agreement pursuant to Section 7.1
or 7.2 hereof.

(i) Immediately upon the occurrence of any terminatérthis Agreement
other than under Section 11.1(iv)(a) or (c), andvgled that the Buyer is not otherwise in
material breach of this Agreement for which theecperiod has expired without cure, Seller
shall refund the Deposit to the Buyer as set forthein. If the termination is pursuant to a
Triggering Event, Seller shall further pay Buyercash the Break-Up Fee. In the event the
termination is not a Triggering Event solely bee@aitsfalls within the parameters of Section
11.2(i)(b) or 11.2(i)(c), then Seller shall immedig pay Buyer an expense reimbursement of
$50,000 (which expense reimbursement shall cotstdan administrative expense claim in the
Bankruptcy Proceeding under Sections 503(b) anda(®) of the United States Bankruptcy
Code, which shall be a superpriority administraitleam and superior to all claims in the case
other than the claim of Seller’s existing DIP Lendehose DIP Loan shall be senior).

(i)  The Break-Up Fee shall constitute an administragixpense claim in the
Bankruptcy Proceeding under Sections 503(b) anda(®) of the United States Bankruptcy
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Code, and shall be a superpriority administratilent and superior to all claims in the case
other than the claim of Seller’s existing DIP Lendehose DIP Loan shall be senior. The Seller
shall pay to Buyer the Break-Up Fee on the daywfsale, lease, transfer or foreclosure of any
of the Assets or material consummation of any Alére Transaction from the first proceeds
thereof and, second, from Seller's cash. The é&attiereby acknowledge that the amounts
payable pursuant to this Section 11.2 are comnibreemsonable and necessary to induce Buyer
to enter into this Agreement and consummate thesaictions contemplated hereby. Seller and
Buyer acknowledge this Agreement was negotiatearmats-length. The Seller's obligation to
pay the Break-Up Fee and, as applicable, ExpensaliResement, survives termination of this
Agreement.

(iv)  Inthe event that this Agreement is validly ternti@whby Buyer pursuant to
Section 11.1, as its sole and exclusive remedycantplete liquidated damages, the Buyer shall
be entitled to receive the Break-up Fee (or asiegdge the Expense Reimbursement) and a
refund of the Deposit as set forth in this SecfidrP.

(v) In the event that this Agreement is validly termi@thby Seller pursuant to
Section 11.1(iv)(a) or (c), as its sole and exslesemedy and complete liquidated damages, the
Seller shall be entitled to receive the Deposit.alh other cases, upon termination of this
Agreement (including, without limitation, upon aidgering Event), the Deposit shall be
immediately refunded to Buyer.

ARTICLE 12. CLOSING

12.1 Seller's Obligations at Closing. On or before t®sing Date, Seller shall
deposit into Escrow, or deliver or cause to bevaedid directly to Buyer, all of the following,
which are referred to herein as “Seller Closingnksé

0] Evidence of all required board approvals authogzine execution and
performance of this Agreement;

(i) All releases, waivers, and satisfactions necestargeliver title and/or
satisfy any requirements under Article 7 of thisrégment for issuance of the Title Policy, and
transfer, assignment, or issuance of the Phasd Eagineering Reports running for the benefit
of and in the name of Buyer;

(i) A certificate of the Chief Executive Officer of &l certifying to Buyer
(&) compliance with Seller's covenants set forthtims Agreement and (b) truth of all
representations and warranties of Seller set fortinis Agreement as of the Closing Date and
the Effective Time;

(iv)  The OTA, executed by Seller, if not previously deted to Buyer;

(v) If required under the terms of the OTA, the Interitanagement
Agreement, executed by Seller (and if necessaeyStiblease);

(vi)  All necessary instruments of transfer, properly cexxed by Seller
acknowledged, conveying, transferring and assigninduyer all of Seller's right, title and
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interest in and to the Assets and any and all waas or rights in connection therewith, all in
form and substance reasonably satisfactory to BayerSeller, including without limitation:

(@) A general warranty deed (the "Deed”) for the Reabperty
executed and acknowledged by Seller and subjegttorthe Permitted Exceptions;

(b) A Bill of Sale and Assignment and Assumption Agresatfrom
Seller to New Operator, which shall include the étssother than the Real Property and the
Assets to be conveyed to the New Operator purstmnthe OTA (the “Asset Transfer

Agreements”); and

(© The original titles to all motor vehicles transttrunder the OTA,
provided, that Buyer may designate New Operattake title to such motor vehicles;

(vii)  All keys and combinations for all locks on the RPabperty and for all
motor vehicles, which Escrow Agent shall immediatiliver to Buyer upon Closing; and

(vii)  Such other forms and documents as Buyer or Escragen? may
reasonably request in order to effectuate the acimns contemplated hereby and close the
Escrow.

12.2 Buyer’s Obligations at Closing. On or before thedsthg Date, Buyer shall
deposit in Escrow, or deliver or cause to be dedigalirectly to Seller the following, which
are referred to herein as the “Buyer Closing Items”

0] The Cash Due at Closing, plus other amounts redjiodoe deposited by
Buyer to pay for Buyer’ share of costs and prorajdoy wire transfer, cashier’'s check or other
form of immediately available funds acceptable socréw Agent;

(i) The OTA, executed by New Operator, if not previgudelivered to
Seller;

(i) If required under the terms of the OTA, the Interilanagement
Agreement executed by New Operator (and if necgsga Sublease);

(iv)  Such other documents, forms, certifications, irgtoms or items as Seller
or Escrow Agent may reasonably request to effeettia transactions contemplated hereby and
close the Escrow.

12.3 Costs and Prorations. The costs of the transaeatonthe expenses related to
the ownership and operation of the Facility shaldlocated between Seller and Buyer as
follows:

0] All items to be prorated shall be prorated (a) fahe Effective Time, with
Seller responsible therefor or entitled theretothear period prior to the Effective Time, and with
Buyer responsible therefor or entitled theretotfoe period from and after the Effective Time,
(b) on the basis of actual days elapsed in theaaleaccounting, revenue or expense period and,
(c) if exact information is not available, shall égtimated based on the most recent information
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available. If, after netting together all crediise each party hereunder, there is a net credit due
(x) Buyer, such credit shall reduce, dollar-foridolthe Cash Due at Closing; or (y) Seller, such
credit shall increase, dollar-for-dollar, the C&xle at Closing.

(i) Seller shall pay any and all transfer, documensgynp, recording fee,
excise tax or other fee, tax, charge or assesswigich may be imposed by any governmental
agency on the sale or transfer of the Real ProgerBuyer or the recording of the Deed to be
delivered to Buyer as provided herein.

(i) Buyer shall pay any sales tax due on the trandféitl® to the Assets to
Buyer or New Operator.

(iv)  Seller shall pay the premium for the Title Polioylte issued to Buyer by
the Title Company, and Buyer shall pay premiumaiioy endorsements to the Title Policy which
Buyer elects to obtain.

(V) Real Property and Personal Property taxes, assessnamd other
impositions shall be prorated as of the Effectivad.

(vi)  Seller and Buyer shall each pay their own attorniegs.

(vii)  Buyer and Seller shall share any Escrow fees chayghe Escrow Agent
on a 50-50 basis.

(viii)  Seller shall pay all costs associated with obtginamd recording any
releases necessary to cause the full release pmohetary liens or any other liens affecting the
Assets to be discharged in accordance with the steofnthis Agreement, (B) any liens
encumbering the motor vehicles of Seller, and (G8) Ben, encumbrance or other security
interest affecting any of the Assets which is udpas of the Closing. Escrow Agent shall use
Seller's Purchase Price proceeds to discharge arsll such encumbrances and obtain the
corresponding releases through Escrow at Closing.

(ix)  Utility charges accrued as of the Effective Timalkbe estimated based
on prior charges, and shall be prorated betweepdhes as of the Effective Time.

x) Personal property lease payments, plus all otheonm@ and expenses
which are normally prorated upon the sale of assketsgoing concern (including payments by
or on behalf of residents or prospective resideftthe Facility, which are received prior to
Closing but are related to or include time of resity, or services to be provided, after Closing),
advance payments, prepayments, prepaid expensegikydieposits shall be prorated as of the
Effective Time.

(xi)  Except as otherwise provided herein, each partyesgmts and warrants to
the other that no real estate sales or brokeragemissions or like commissions are or will be
due from the other party in connection with thiangaction. Further, each party agrees to
indemnify, defend and hold harmless the other piantyfrom and against any and all liability,
loss, cost, damage or expense, including but notdd to court costs and reasonable attorneys’
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fees, resulting from any assertion of a right tor@ékerage commission as a consequence of any
act or omission of such indemnifying party.

(xii)  All entrance fee refunds triggered prior to Closiagfor which Seller has
received or will receive the new entrance fee (aefrred or escrow basis or otherwise), shall
be paid by and remain the obligation of Seller, alicentrance fee refunds triggered from and
after Closing for which Buyer has received or wéteive the new entrance fee (on a deferred or
escrow basis or otherwise), shall be paid by amdie the obligation of Buyer.

Notwithstanding the foregoing provisions, therellsha no prorations under this Agreement for
employment related matters, as such matters arerged by, and shall be prorated pursuant to,
the terms of the OTA.

ARTICLE 13. POST-CLOSING ACCESS

13.1 Access. In connection with (i) the transition betFacility pursuant to the
transaction contemplated by this Agreement, (iiljeBs rights to the Excluded Assets, and
(i) Seller's obligations under the Excluded Liktiés, Buyer shall after the Closing Date
give Seller, Seller's affiliates and their respeetirepresentatives access during normal
business hours to Buyer’'s books, accounts and deamd all other relevant documents and
information with respect to the assets, liabiliteegl business of the Facility as representatives
of Seller and Seller’s affiliates may from timetime reasonably request, all in such manner
as not to unreasonably interfere with the operatmirthe Facility.

ARTICLE 14. GENERAL PROVISIONS

14.1 Notices. All notices, requests, demands and otbermunications required
under this Agreement shall be in writing and shalldeemed duly given and received (i) if
personally delivered, on the date of delivery, ifijnailed, three (3) days after deposit in the
United States Mail, registered or certified, retusteipt requested, postage prepaid and
addressed as provided below, (iii) if by a coudetivery service providing overnight or
“next-day” delivery, on the next business day afteposit with such service, or (iv) electronic
mail (with receipt of such email acknowledged bg thcipient (provided, that any email sent
after 5:00 p.m. Central Time shall be deemed teHsen sent as of 8:00 a.m. as of the next
following business day), addressed as follows:

If to Seller: If to Buyer:

Attn: Susan T. Whittle ER PropCo CO, LLC

Interim CEO c/o Evergreen Senior Living Properties, L
Sears Methodist Retirement Systems 1550 W. McEwen Drive, Suite 300

1114 Lost Creek Boulevard, Suite 210 Franklin, TN 37067

Austin, Texas 78746 Attn: Brian E. Dowd

Phone: (512) 329-6716 Phone: 615-915-2931

Fax: (512) 329-0933 Fax: 201-447-7006

Email: [TO BE PROVIDED] Email: bdowd@evergreenslp.com
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with a copy to: with a copy to:

Thomas R. Califano, Esq. Bobby Guy, Esqg.

DLA Piper LLP (US) Frost Brown Todd LLC

1251 Avenue of the Americas 150 3¢ Avenue, Suite 1900
New York, NY 10020 Nashville, Tennessee 37201
Phone: (212) 335-4990 Phone: (615) 251-5557

Fax: (212) 884-8690 Fax: (615) 251-5551

Email: Thomas.califano@dlapiper.com Email: bguy@fbtlaw.com

If to Escrow Agent:

Old Republic National Title
Insurance Company

8201 Preston Road, Suite 450
Dallas, Texas 75225

Attention: Joe Grant

Phone: (214) 239-6403

Fax: (214) 361-2295

Email: jgrant@oldrepublictitle.com

Any party may change its above-designated addnegs/img the other party written notice of
such change in the manner set forth herein.

14.2 Effect of Termination. The termination of this Agment shall operate to
terminate the OTA, the Interim Management Agreemiéany, and any other agreements and
documents executed in connection with the transfiéhe Assets to Buyer or New Operator;
provided, that such termination shall not dimingsparty’s rights and remedies for a breach or
default by another party.

14.3 Miscellaneous. This Agreement, and the relatedeagents referred to herein,
constitute the entire agreement among the partied aupersede all prior and
contemporaneous agreements and undertakings opaties with respect to the subject
matter hereof. No supplement, modification or admeent of this Agreement shall be
binding and enforceable unless executed in writmdghe parties hereto. No waiver of any of
the provisions of this Agreement shall be deemedshall constitute, a waiver of any other
provision hereof (whether or not similar) nor skglth waiver constitute a continuing waiver,
and no waiver shall be binding unless executedriting by the party making the waiver.
Schedules and Exhibits referred to in this Agredmehether attached hereto at the time of
this Agreement’s execution and delivery or theerafare hereby incorporated into this
Agreement and made a part hereof. This Agreemey be executed in one or more
counterparts, each of which shall be deemed amnafjgout all of which shall constitute one
and the same instrument. In the event an actiohps arbitration proceeding is brought by
any party hereto to enforce the terms of this Agrest, the prevailing party shall be entitled
to the payment of its reasonable attorneys’ feesasts, as determined by the judge of the
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court or the arbitrator, as applicable. The irdigi or unenforceability of any particular
provision, or any part thereof, of this Agreememalsnot affect the other provisions hereof
and this Agreement shall be continued in all respas if such invalid or unenforceable
provision were omitted. Except as otherwise pregidherein, all provisions of this
Agreement shall be binding upon, inure to the heméf and be enforceable by and against
the respective heirs, executors, administratorgsopal representatives, successors and
assigns of any of the parties to this Agreemertie parties hereto agree that each party and
its counsel have reviewed this Agreement and thgtrale of construction to the effect that
ambiguities are to be resolved against the drafiengly shall not apply to the interpretation of
this Agreement. Headings contained in this Agredgnse inserted only as a matter of
convenience and in no way define, limit, extendl@scribe the scope of this Agreement or of
any provision hereof. As used herein, the term diMdaid” shall mean and refer to the
Medicaid program or any similar reimbursement paogrestablished by Texas. Time is of
the essence for all dates and time periods sdt forthis Agreement and each performance
called for in this Agreement.

14.4 Governing Law; Jurisdiction. Except as expressipvigled herein, this
Agreement shall be construed in accordance witkd, governed by, the laws of Texas,
without regard to the application of conflicts @ principles. The parties agree that any
legal suit, action or proceeding arising out ofe@lating to this Agreement must be instituted
in the Bankruptcy Court for the Northern District Bexas, and they hereby irrevocably
submit to the jurisdiction of any such court. EACBF THE PARTIES HERETO
KNOWINGLY AND VOLUNTARILY WAIVES ANY RIGHT WHICH IT MAY HAVE
TO HAVE ANY DISPUTE WITH RESPECT TO THE INTERPRETAON OR
ENFORCEMENT OF THIS AGREEMENT TRIED BEFORE A JURYND® AGREES
THAT ALL SUCH DISPUTES SHALL BE TRIED BEFORE A JUDE AND NOT A
JURY.

14.5 Further Documentation. Each party will execute awliver such further
instruments and do such further acts and thingeasbe reasonably required to carry out the
intent and purpose of this Agreement.

14.6 Survival of Representations, Warranties and Covisnaiihe respective
representations, warranties, covenants, performamzkeremedies of Buyer and Seller made
herein or in any certificate or other document\deid pursuant to this Agreement, including
without limitation the obligations of indemnity remder, shall survive the Closing Date, the
Effective Time, the consummation of the transacioontemplated hereby and the delivery of
the Assets to Buyer, and shall not be waived omgegkthereby, until any applicable statute of
limitations has run, notwithstanding any examinatmade by or for the party to whom such
representations, warranties covenants, or perfoacenarere made, except that no party with
actual knowledge prior to Closing of a breach giresentations, warranties, covenants, or
performance hereunder by the other party may agsgaim for such breach post-closing. In
the event of a breach of the surviving obligatitveseunder, then in addition to any other
remedies Buyer may have, the Indemnification Tiashd shall be available for Buyer’s
damages and losses.
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14.7 Bulk Sales. Buyer hereby waives compliance bye8eliith the requirements,
if any, of Article 6 of the Uniform Commercial Codes in force in any state in which the
Assets are located and all other similar laws apple to bulk sales and transfers.

14.8 Independent Consideration. Seller acknowledgeseibeipt from Buyer, direct
and outside of Escrow, of Two Hundred Fifty and1@@ Dollars ($250.00) (the “Independent
Consideration”), which the parties have bargainedaihd agreed upon as consideration for
Seller's execution, delivery and performance ofsthAgreement. The Independent
Consideration is non-refundable in all circumstances not part of the Purchase Price
hereunder, and is in addition to and independenarof other consideration or payment
provided for in this Agreement.

149 Cross Default. Any material breach or default ofy amarranty, covenant,
agreement, condition or other obligation of a partger the OTA or the Interim Management
Agreement, if any, shall constitute a material bhear default of this Agreement and the non-
breaching party shall be entitled to any and atedies to which such non-breaching party
may be entitled under the terms of this Agreement.

14.10 No Shop/Exclusivity. From the Effective Date uritile date on which the
Bidding Procedures Order is entered into by thekBgrtcy Court, neither the Seller, nor any
of its Affiliates, nor any of its representativeslivdirectly or indirectly (i) solicit, initiate,
encourage, facilitate or take any other actiongiexi to facilitate any inquiries or proposals
regarding any merger, consolidation, sale of assetsumption of liabilities, or similar
transactions involving the Seller that, if consunda would constitute an Alternative
Transaction; (ii) participate in any discussionsegotiations with third parties regarding an
Alternative Transaction; or (iii) enter into any ragment regarding any Alternative
Transaction; provided however that Seller is netrieted from responding to any inquiries in
respect of the Bidding Procedures Order (and padhe issuance of the Bidding Procedures
Order, the Seller may engage in any of the aotiwiiin clause (i), (i) or (ii) above in
furtherance of the sale process reasonably antedpto be authorized by the Bidding
Procedures Order).

14.11 Business Day. As used in this Agreement, a "busitgey” shall mean a day
other than Saturday, Sunday or any day on whiclkibgnnstitutions in Dallas, Texas, are
required or authorized by law or other governmeatdion to close. All other references to
"days" or "calendar days" in this Agreement shafier to calendar days. If any period
expires, or if any delivery date or any date onclhiha party is to take a specified action falls,
on a date that is not a business day under thigehgent, such period shall be deemed to
expire and such delivery date or such date fontakuch specified action shall be deemed to
fall on the next succeeding business day.

14.12 Subsequent Chapter 11 Plan/Conversion. In thaetesea Closing, no
Chapter 11 Plan subsequently proposed or confiimé&eller's bankruptcy shall contain any
provisions which are inconsistent with or purparoverride the terms of this Agreement and
the ancillary agreements to be entered into henewlt of which shall be expressly preserved
under the terms of such plan. Further, in the eg€a conversion of this case to Chapter 7 or
dismissal, the post-closing obligations under #hgeeement shall be unaffected and fully
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preserved, so that the Chapter 7 Trustee shalbbgated and required to comply with all
post-Closing duties, including further assuraneét)out cost to, or the necessity of a motion
or administrative claim from, Buyer. The Break-U@e and Expense Reimbursement
obligations hereunder shall further survive any vession to Chapter 7 or dismissal,
regardless of whether a Closing has occurred, hallilse binding on any Chapter 7 trustee or
similar party.

14.13 Bankruptcy Approval. Seller is currently a debitoa bankruptcy proceeding
pending in the Bankruptcy Court, and, notwithstagdanything herein to the contrary,
Seller’s obligations hereunder are contingent ugh@nentry of an order from the Bankruptcy
Court authorizing Seller’s accession to this Agream

Signature Page Follows
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IN WITNESS WHEREOF, the parties hereto have exettitess Agreement as of the day
and year first set forth above.

SELLER: BUYER:
SEARSTYLER RETIREMENT CORPORATION ERProPcoCO,LLC
a Texas non-profit corporation a Delaware limited liability company,

or its Assigns

By: By:
Name: Name:
Title: Title:
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EXHIBIT 1.1(j)

LEGAL DESCRIPTION OF THE LAND
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EXHIBIT 1.2(1)

EXCLUDED ASSETS
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EXHIBIT 2.1
BID PROCEDURES ORDER

[Attached]
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EXHIBIT 6.1

SELLER INFORMATION
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EXHIBIT 11.1(ii)(b)
FORM OF SALE ORDER

[ATTACHED]
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APPENDIX |
OPERATIONS TRANSFER AGREEMENT

[ATTACHED]
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SCHEDULE XX

REGULATORY COMPLIANCE, RESIDENCY AGREEMENTSAND RENT ROLL

[ATTACHED]

0122465.0621994 4829-8914-8192v2

Error! Unknown document property name.Error! Unknown document property hame.Error! Unknown document property name.
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EXHIBIT C

20 LARGEST CREDITORS
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Vincent P. Slusher, State Bar No. 00785480 Thomas R. Califano (pro hac vice pending)
vincent.slusher @dlapiper.com thomas.califano @dlapiper.com

Andrew Zollinger, State Bar No. 24063944 Gabriella L. Zborovsky (pro hac vice pending)
andrew.zollinger @dlapiper.com gabriella.zborovsky @dlapiper.com

DLA Piper LLP (US) Jacob S. Frumkin (pro hac vice pending)

1717 Main Street, Suite 4600 jacob.frumkin @dlapiper.com

Dallas, Texas 75201-4629 DLA Piper LLP (US)

Telephone: (214) 743-4500 1251 Avenue of the Americas

Facsimile: (214) 743-4545 New York, New York 10020-1104

Tel: (212) 335-4500
Fax: (212) 335-4501

PROPOSED ATTORNEYS FOR THE DEBTOR

AND DEBTOR IN POSSESSION

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS

DALLAS DIVISION
§
In re: § Chapter 11
§
SEARS TYLER METHODIST g Case No. 14-32834-11
RETIREMENT CORP., §
§
Debtor. §
§

LIST OF CREDITORS HOLDING 20 LARGEST UNSECURED CLAIMS

Sears Tyler Methodist Retirement Corp. and certain of its affiliates filed voluntary petitions in
this Court on the date hereof (the “Petition Date”) for relief under chapter 11 of the United States
Bankruptcy Code, 11 U.S.C. §§ 101-1532. The following is a list of the Debtor’s twenty largest
unsecured creditors (the “Top 20 List”) based on the Debtor’s books and records as of the Petition Date.
The Top 20 List was prepared in accordance with Rule 1007(d) of the Federal Rules of Bankruptcy
Procedure for filing in the Debtor’s chapter 11 case. The Top 20 List does not include: (1) persons who
come within the definition of an “insider” set forth in 11 U.S.C. § 101(31) or (2) secured creditors, unless
the value of the collateral is such that the unsecured deficiency places the creditor among the holders of
the twenty largest unsecured claims against the Debtor. The information presented in the Top 20 List
shall not constitute an admission by, nor is it binding on, the Debtor. The failure of the Debtor to list a
claim as contingent, unliquidated or disputed does not constitute a waiver of the Debtor’s right to contest
the validity, priority, and/or amount of any such claim.
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TYLER, TX 75702

TEL: 903-592-2547

M @ 3) @ 5)
Name of creditor and complete Name, telephone number and complete Nature of claim (trade | Indicate if claim is | Amount of claim
mailing address including zip code | mailing address, including zip code, of debt, bank loan, contingent, [if secured, also
employee, agent, or department of creditor | government contract, | unliquidated, state value of
Sfamiliar with claim who may be contacted | etc.) disputed, or security]
subject to setoff
SELECT MEDICAL SELECT MEDICAL TRADE $ 28,390.63
REHABILITATION REHABILITATION SERVICES
SERVICES 4714 GETTYSBURG ROAD
4714 GETTYSBURG MECHANICSBURG, PA 17055
ROAD TEL: 888-735-6332
MECHANICSBURG, PA
17055
SOUTHWEST FLOOR SOUTHWEST FLOOR CARPET TRADE $ 13,970.40
CARPET ONE ONE
917 SSW LOOP 323 917 SSW LOOP 323
TYLER, TX 75701 TYLER, TX 75701
TEL: 903-581-4685
FAX: 903-561-1147
SYSCO EAST TEXAS SYSCO EAST TEXAS TRADE $ 11,869.17
4577 ESTES PARKWAY | 4577 ESTES PARKWAY
LONGVIEW, TX 75603- LONGVIEW, TX 75603-0900
0900 FAX: 866-935-9248
LIT PAINTING AND LIT PAINTING AND TRADE $ 10,500.00
CONTRACTING CONTRACTING
17828 LOOKOUT LAKE | 17828 LOOKOUT LAKE CIRCLE
CIRCLE FLINT, TX 75762
FLINT, TX 75762 TEL: 903-780-5195
THOMPSON & KNIGHT |THOMPSON & KNIGHT LLP TRADE $ 8,368.05
LLP ONE ARTS PLAZA
ONE ARTS PLAZA 1722 ROUTH STREET
1722 ROUTH STREET SUITE 1500
SUITE 1500 DALLAS, TX 75201
DALLAS, TX 75201 TEL: 214-969-1700
FAX: 214-969-1751
TAYLOR WHOLESALE |TAYLOR WHOLESALE TRADE $ 4,618.66
DISTRIBUTOR DISTRIBUTOR
1001 W. OAKWOOD 1001 W. OAKWOOD STREET
STREET TYLER, TX 75702
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M @ 3) @ 5)
Name of creditor and complete Name, telephone number and complete Nature of claim (trade | Indicate if claim is | Amount of claim
mailing address including zip code | mailing address, including zip code, of debt, bank loan, contingent, [if secured, also
employee, agent, or department of creditor | government contract, | unliquidated, state value of
Sfamiliar with claim who may be contacted | etc.) disputed, or security]
subject to setoff
7. LIFE CARE SERVICES LIFE CARE SERVICES LLC TRADE $ 3,395.13
LLC CAPITAL SQUARE
CAPITAL SQUARE 400 LOCUST STE 820
400 LOCUST STE 820 DES MOINES, IA 50309-2334
DES MOINES, 1A 50309- | TEL: 515-875-4500
2334 FAX: 515-875-4780
E-MAIL: info@Icsnet.com
LIFE CARE SERVICES LLC
C/O HINCKLEY ALLEN
ATTN: WILLIAM S. FISH JR.
20 CHURCH STREET
HARTFORD, CT 06103
TEL: 860-725-6200
FAX: 860-278-3802
E-MAIL: wfish@hinckleyallen.com
8. THE HARTNETT THE HARTNETT COMPANY TRADE $ 3,115.52
COMPANY 302 NORTH MAIN STREET
302 NORTH MAIN WEATHERFORD, TX 76086
STREET TEL: 817-594-3813
WEATHERFORD, TX FAX: 817-594-9714
76086
9. BROSBANG’S BROSBANG’S LANDSCAPING, TRADE $ 2,100.00
LANDSCAPING, INC. INC.
15562 STATEHWY. 110 |15562 STATE HWY. 110 SOUTH
SOUTH WHITEHOUSE, TX 75791
WHITEHOUSE, TX 75791 | TEL: 903-597-5296
FAX: 903-871-8344
BROSBANG’S LANDSCAPING,
INC.
PO BOX 131717
TYLER, TX 75713
10. CITY OF TYLER CITY OF TYLER TRADE $ 2,016.85

423 W. FERGUSON
TYLER, TX 75702

423 W. FERGUSON
TYLER, TX 75702
TEL: 903-531-1175
FAX:903-531-1170

CITY OF TYLER
PO BOX 2039
TYLER, TX 75710
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Sfamiliar with claim who may be contacted | etc.) disputed, or security]
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11. STONEBRIDGE STONEBRIDGE TRADE $ 1,959.63
2700 W. PLANO PKWY 2700 W. PLANO PARKWAY
PLANO, TX 75075-8200 PLANO, TX 75075-8200
TEL: 8003626900
STONEBRIDGE
PO BOX 869092
PLANO, TX 75086-9092
12. MCKESSON MEDICAL MCKESSON MEDICAL SURGICAL | TRADE $  1911.27
SURGICAL CORPORATE HEADQUARTERS
CORPORATE 8741 LANDMARK RD
HEADQUARTERS RICHMOND, VA 23228
8741 LANDMARK RD E-MAIL: corporatesecretary @mckesson.com
RICHMOND, VA 23228
13. STERICYCLE INC. STERICYCLE INC. TRADE $ 1,768.43
28161 N. KEITH DRIVE 28161 N. KEITH DRIVE
LAKE FOREST, IL 60045 |LAKE FOREST, IL 60045
FAX: 847-367-9493
14. A&A SEPTIC TANK SVC | A&A SEPTIC TANK SVC TRADE $ 1,600.00
1331 W ELM ST 1331 W ELM ST
TYLER, TX 75702 TYLER, TX 75702
TEL: 903-705-0774
15. NEIGHBORHOOD NEIGHBORHOOD NETWORKS TRADE $ 1,366.00
NETWORKS PUBLISHING
PUBLISHING N2 PUBLISHING
N2 PUBLISHING 3311 MERCHANT COURT
3311 MERCHANT WILMINGTON, NC 28405
COURT TEL: 910-202-0917
WILMINGTON, NC 28405 | FAX: 910-202-1876
16. ADMIRAL LINEN & ADMIRAL LINEN & UNIFORM TRADE $ 1,214.13
UNIFORM SERVICE SERVICE
2030 KIPLING STREET 2030 KIPLING STREET
HOUSTON, TX 77098- HOUSTON, TX 77098-9869
9869 TEL: 713-529-2608
FAX: 713-529-3061
17. OFFICE DEPOT - OFFICE DEPOT - CHICAGO TRADE $ 958.76
CHICAGO 6600 NORTH MILITARY TRAIL
6600 NORTH MILITARY |BOCA RATON, FL 33496
TRAIL TEL: 800-463-3768
BOCA RATON, FL 33496 |FAX: 800-685-5010
18. ASHLEY J WALKER ASHLEY J WALKER TRADE $ 741.00
17075 LAKEVIEW DR. 17075 LAKEVIEW DR

FLINT, TX 75762

FLINT, TX 75762
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Name of creditor and complete Name, telephone number and complete Nature of claim (trade | Indicate if claim is | Amount of claim
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19. AUTO-CHLOR AUTO-CHLOR SERVICES, LLC TRADE $ 684.90
SERVICES, LLC 500 DAKIN ST.
500 DAKIN ST. NEW ORLEANS, LA 70121
NEW ORLEANS, LA TEL: 888-833-6181
70121 FAX: 504-219-2180
E-MAIL: INFO@ACS-LLC.NET
20. TOTAL FIRE & SAFETY |TOTAL FIRE & SAFETY INC. TRADE $ 584.50
INC. 542 N. 13TH STREET

542 N. 13™ STREET
ABILENE, TX 79601

ABILENE, TX 79601
TEL: 325-676-2655

TOTAL FIRE & SAFETY INC.
7909 CARR ST.

DALLAS, TX 75227

TEL: 214-381-6116

DECLARATION UNDER PENALTY OF PERJURY

ON BEHALF OF A CORPORATION OR PARTNERSHIP

I, the Chief Restructuring Officer of the corporation named as the debtor in this case, declare under penalty
of perjury that I have read the foregoing list and that it is true and correct to the best of my information and belief.

Date  June 10, 2014

Signature

/s/ Paul B. Rundell

Paul B. Rundell

Chief Restructuring Officer

Penalty for making a false statement or concealing property: Fine of up to $500,000 or imprisonment for up to 5
years or both.18 U.S.C. §§ 152 and 3571.
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