Case 1-16-12820-cjf Doc 282 Filed 04/03/17 Entered 04/03/17 10:28:53 Desc
Main Document  Page 1 of 36

UNITED STATESBANKRUPTCY COURT
WESTERN DISTRICT OF WISCONSIN

Inre
Case No. 16-12820-cjf
FIRST PHOENIX-WESTON LLC, et al., Chapter 11
Jointly Administered*
Debtors.

FIRST AMENDED DISCLOSURE STATEMENT FOR THE FIRST AMENDED PLAN
OF REORGANIZATION DATED APRIL 3, 2017 PROPOSED BY SABRA PHOENI X
WISCONSIN, LLC

NOTICE:
THISDISCLOSURE STATEMENT DESCRIBES A COMPETING
PLAN OF REORGANIZATION FOR THE DEBTORS.

AN EXECUTIVE SUMMARY AND COMPARISON OF
THE MATERIAL TERMSOF THISPLAN AND DEBTORS PLAN
ISSHOWN ON THE NEXT PAGE.

CREDITORSARE ENTITLED, AND ENCOURAGED, TO VOTE
ON THISPLAN WHETHER OR NOT THEY VOTED ON
DEBTORS PLAN, AND REGARDLESS OF HOW THEY VOTED.

HUSCH BLACKWELL LLP

Frank W. DiCastri

Lindsey M. Greenawald

555 E. Wells Street, Suite 1900
Milwaukee, W1 53202

Telephone: (414) 273-2100

frank.dicastri @huschblackwell.com
lindsey.greenawal d@huschblackwell.com

lana A. Vladimirova

33 E. Main Street, Suite 300

Madison, Wl 53701-1379

Telephone: (608) 255-4440

iana.vladimirova@huschblackwell.com
Dated: April 3, 2017.

L Joi ntly administered with Inre FPG & LCD, L.L.C., Case No. 16-12821-cjf.
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EXECUTIVE SUMMARY AND COMPARISON

Weston
Class | Typeof Claim or Estimated Recovery Under ESTIMATED RECOVERY —
I nterest Debtors Plan UNDER SABRA’SPLAN
— . 5
1 Administrative 100% on the Effective Date 100% ON THE EFFECTIVE
Expenses DATE

Priority Unsecured

100% ON THE EFFECTIVE

2 Claims 100% on the Effective Date DATE
o | SabraSecured fgg’g";ﬁ f:ga?ﬁ;z’n"‘grﬁgi% 100% ON THE EFFECTIVE
Claim DATE AFTER CREDIT BID
after 10 years
o 100% over 7 years, with 4% 100% WITHIN 30 DAYS OF
38 | Smplicty Claim ¢y o THE EFFECTIVE DATE
ac | All-LinesLeasing | 100% over 7 years, with 4% 100% WITHIN 30 DAYS OF
Claim interest THE EFFECTIVE DATE
A OIP Loan Claims | 100% within 2 years of the 100% ON THE EFFECTIVE
Effective Date DATE
50% OVER 7 YEARS, WITH
8% INTEREST, SUBJECT TO
SebraDeficiency | 100% over 35 years, with 4.65% | INCREASE IN THE EVENT
6A Claim interest and a balloon payment OF A WESTON OVERBID;
after 10 years SABRA AGREES TO WAIVE
DISTRIBUTION IF SABRA IS
THE WESTON PURCHASER
50% OVER 7 YEARS, WITH
8% INTEREST, SUBJECT TO
. INCREASE IN THE EVENT
6B (S:?girr?]Optlon Not addressed OF A WESTON OVERBID;
SABRA AGREESTO WAIVE
DISTRIBUTION IF SABRA IS
THE WESTON PURCHASER
- General Unsecured | 100% within 21 months after the | 100% WITHIN 30 DAY S OF
Claims Effective Date THE EFFECTIVE DATE
50% OVER 7 YEARS, WITH
8% INTEREST, SUBJECT TO
g Unsecured Insider | INCREASE IN THE EVENT
Claims OF A WESTON OVERBID;
SUBJECT TO PURCHASER’S
OFFSET RIGHTS
0%, BUT SUBJECT TO
9 Interests Allowed to retain INCREASE IN THE EVENT

OF A WESTON OVERBID
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FPG
Class | Typeof Claim or Estimated Recovery Under ESTIMATED RECOVERY —
I nterest Debtors Plan UNDER SABRA’SPLAN
1 Administrative 100% on the Effective Date 100% ON THE EFFECTIVE
Expenses DATE
5 Priority Unsecured | 100% over 5 years, with 9.625% | 100% WITHIN 30 DAYSON
Claims interest THE EFFECTIVE DATE
4 DIP Loan Claims 100% within 2 years of the 100% ON THE EFFECTIVE
Effective Date DATE
Quarterly installments equal to
5 I&t;rr(r:]c;mpany 10% of Debtor’ s net income lD(')AC\);A) EON THE EFFECTIVE
after estimating for income taxes
> Genera Unsecured | 100% within 21 months of the 100% WITHIN 30 DAYS OF
Claims Effective Date THE EFFECTIVE DATE
50% OVER 7 YEARS, 8%
INTEREST UPON
8 Unsecured Insider | Subordinated to Class 7; paid as | ALLOWANCE OF CLAIM,
Claims finances allow. SUBJECT TO INCREASE IN
THE EVENT OF AN FPG
OVERBID
0%, BUT SUBJECT TO
9 Interests Allowed to retain INCREASE IN THE EVENT

OF AN FPG OVERBID

Sabra estimates that the Effective Date will occur within 90-120 days after entry of the

Confirmation Order. Accordingly, the payments that will occur within thirty (30) days of the
Effective Date will take place, by Sabra’ s estimation, 120-150 days after entry of the
Confirmation Order. Thisisonly an estimate based upon the time needed to market the
businesses, receive bids, conduct the auctions, and transfer all assets, including issuance of
licenses to the Weston Purchaser and the FPG Purchaser.

If the issuance of new licensesis delayed for any reason and/or the sales of the FPG

Assets and the Weston Assets are delayed for any reason, then the payments described above

will be similarly postponed. But asthe lead bidder for both Debtors’ assets, Sabra does not
anticipate any delays with the issuance of licenses or the closing of the Weston Auction or the
FPG Auction. Any risk associated with issuance of licenses or the auctions will be mitigated by
the Plan Agent’ sreview and evaluation of bids, if necessary with the assistance of counsel, for
multiple factors including the bidder’s eligibility and qualifications for issuances of licenses from
DHS and ahility to close the transactions on atimely basis.
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Sabra Phoenix Wisconsin, LLC (*Sabra”) provides this First Amended Disclosure
Statement for the First Amended Plan of Reorganization Dated April 3, 2017 Proposed by Sabra
Phoenix Wisconsin, LLC (the“Plan™). A copy of the Plan accompanies this Disclosure
Statement as Exhibit A. The Disclosure Statement summarizes certain provisions of the Plan for
First Phoenix-Weston LLC (“Weston”) and FPG & LCD, L.L.C. (“EPG”) (each individualy a
“Debtor,” and together, the “Debtors’). The above executive summary provides a comparison
of the material terms of the Plan and Debtors' Joint Plan of Reorganization (*Debtors Plan”).

The Court has authorized Sabrato file this competing Plan. Whether or not creditors
have previoudly voted on Debtors Plan, creditors are entitled, and encouraged, to vote on
thisPlan. Even if creditorshave previously voted to accept Debtors' Plan, creditors may
vote to accept this Plan. In such event, creditorsare asked to indicate which plan they
prefer on the enclosed ballot.

For reasons explained throughout this Disclosure Statement, Sabra urges creditors of the
Debtors to vote to accept this Plan and to indicate that they prefer this Plan.

This Disclosure Statement is presented to certain holders of Claims and Interests to
satisfy the requirements of § 1125 of the United States Bankruptcy Code, 11 U.S.C. 88 101-1330
(the “Bankruptcy Code”). Section 1125 of the Bankruptcy Code requires a disclosure statement
to provide information sufficient to enable a hypothetical and reasonable investor, typica of the
Debtors' creditors, to make an informed judgment whether to accept or reject the Plan. This
Disclosure Statement may not be relied upon for any purpose other than that described above,
and use of this Disclosure Statement for any other purpose is not authorized.

Accompanying this Disclosure Statement are the following documents:
1. The order of the Court approving this Disclosure Statement;

2. The Plan; and

3. Your ballot to accept or reject the Plan, if you are entitled to vote.

Capitalized terms that are not defined in this Disclosure Statement shall have the
meanings given to them in the Plan.

DISCLAIMERS

THISDISCLOSURE STATEMENT AND THE PLAN ARE AN INTEGRAL
PACKAGE, AND THEY MUST BE CONSIDERED TOGETHER FOR THE READER
TO BE ADEQUATELY INFORMED.

NO REPRESENTATIONS CONCERNING THE DEBTORS, INCLUDING THE
VALUE OF THEIR PROPERTY, ARE AUTHORIZED OTHER THAN ASSET FORTH
IN THE DISCLOSURE STATEMENT ACCOMPANYING DEBTORS PLAN AND AS
SET FORTH IN THISDISCLOSURE STATEMENT.
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INDUCEMENTSMADE TO SECURE YOUR ACCEPTANCE OF THE PLAN,
OTHER THAN ASCONTAINED IN THISDISCLOSURE STATEMENT, SHOULD
NOT BE RELIED UPON BY YOU IN ARRIVING AT YOUR DECISION, AND SUCH
ADDITIONAL INDUCEMENTSSHOULD BE REPORTED TO COUNSEL FOR THE
SABRA, WHO SHALL IN TURN DELIVER SUCH INFORMATION TO THE COURT
FOR SUCH ACTION ASMAY BE APPROPRIATE.

THE INFORMATION CONTAINED IN THISDISCLOSURE STATEMENT,
INCLUDING EXHIBITS CONCERNING THE FINANCIAL CONDITION OF THE
DEBTORSAND OTHER INFORMATION CONTAINED HEREIN, HASNOT BEEN
SUBJECT TO AUDIT OR INDEPENDENT REVIEW EXCEPT ASSPECIFICALLY
SET FORTH HEREIN. ACCORDINGLY, ALTHOUGH EVERY EFFORT HASBEEN
MADE TO BE ACCURATE, SABRA ISUNABLE TO WARRANT OR REPRESENT
THAT THE INFORMATION CONCERNING THE DEBTORSOR THEIR FINANCIAL
CONDITION ISACCURATE OR COMPLETE. BECAUSE OF THE UNCERTAINTY
AND RISK FACTORSINVOLVED, THE ACTUAL RESULTSMAY NOT BE AS
PROJECTED HEREIN. THE STATEMENTSMADE IN THISDISCLOSURE
STATEMENT ARE MADE ASOF THE DATE HEREOF, UNLESSANOTHER TIME IS
SPECIFIED. THE DELIVERY OF THISDISCLOSURE STATEMENT SHALL NOT
UNDER ANY CIRCUMSTANCES CREATE AN IMPLICATION THAT THE
INFORMATION CONTAINED HEREIN ISCORRECT AT ANY TIME SUBSEQUENT
TO THE DATE HEREOF.

THISDISCLOSURE STATEMENT HASNOT BEEN APPROVED OR
DISAPPROVED BY THE SECURITIESAND EXCHANGE COMMISSION OR ANY
OTHER FEDERAL OR STATE REGULATORY AUTHORITY, NOR HAVE ANY
SUCH BODIES PASSED UPON THE ACCURACY OR ADEQUACY OF THE
STATEMENTS CONTAINED HEREIN.

THISDISCLOSURE STATEMENT CONTAINSONLY A SUMMARY OF THE
PLAN. EACH CREDITOR ISURGED TO REVIEW THE PLAN PRIOR TO VOTING
ONIT.

CONFIRMATION HEARING

This Disclosure Statement was filed on March 13, 2017. The Court held a hearing on the
adequacy of the information set forth in this Disclosure Statement on [---]. On [---], the Court
approved the Disclosure Statement.

The Court has scheduled a hearing to consider confirmation of the Plan on [---], 2017 at
[---] p-m. (the “Confirmation Hearing”) in Room 340 of the United States Courthouse, 120
North Henry Street, Madison, Wisconsin 53701, and continuing on succeeding days as
determined by the Court. The Court has directed that (i) ballots be returned to counsel for Sabra
on or before [---], 2017 and (ii) objections, if any, to confirmation of the Plan be served and filed
with the Court on or before [---], 2017. The Confirmation Hearing may be adjourned by the
Court without further notice except for the announcement of the adjournment made at the
hearing or any subsequent adjourned hearing. At that time, the Court will review a ballot report

v
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concerning votes cast for acceptance or rejection of the Plan, along with objections to the
confirmation of the Plan, and other evidence and arguments from Parties-in-Interest and will
determine whether the Plan isin the best interests of creditors.

To obtain additional copies of this Disclosure Statement please contact:

Sherri Fonte
Husch Blackwell LLP
555 East Wells Street, Suite 1900
Milwaukee, WI 53202-3819
414.978.5513
sherri.fonte@huschblackwell.com

Vi



Case 1-16-12820-cjf Doc 282 Filed 04/03/17 Entered 04/03/17 10:28:53 Desc
Main Document  Page 7 of 36

TABLE OF CONTENTS

INTRODUGCTION ....utiiiitiitistesiesiesieee et see bbb e s e besae st e sbessesae et e e e s e besbesbesbeebenreeneeneens 1
HISTORY OF THE DEBTORS AND EVENTSLEADING TO FILING......cccocvveverireeieeenns 4
2 70 (| 01 T S 4
Formation, Ownership, and ManagemMENL...........ccccveeeieereeieeseeseesee e e esse e e eeesseesseeseens 4
CONSLIUCTTION PRESE.......cotiiieiie ettt st be et e e sbe e e e 5
Operational Issues & Chapter 11 Planning.........cccveoveveeieseeseeieseese e seese e e e eseesseeneens 6
Immediate Jeopardy CitalioN .........cccueceieerieeieseeseeiesee e eee e sre e e see e sreesreeae e enseeneennes 6

IS o1 £= @) o] 1] 0] o [OOSR 7
Relevant Post-Petition DeVEOPMENTS.........cocvieeriee ettt 7

The Debtors' Financial Performance During Chapter 11 Cases........cccevvvceeveeneeieeseeseesieenens 9
StAtUS Of ProfESSIONEIS ... .ccueiiieieiie ettt nbe e nes 10
ATLOINIEYS...c ettt e st e e e s b e e e e st e e e e ae e e s aRe e e e be e e sbe e e sbe e e nne e e eareeeaans 10
ACCOUNTAINES. ... e s e e n e sme e e ne e smr e e ne e snn e e neennneenneennnas 10
UL.S. TTUSIEE FEES ...ttt b et e b e s b e e be e s e e e sne e smneenneeennas 10
(@107 £ TSP 11
STATUS OF ANY PENDING LITIGATION ..ottt 11
CLASSIFICATION OF CLAIMS AND INTERESTS.......c.cootiiiieeeieieie e 11
ClassifiCation DEfINITIONS.........cocuiieriiiienieeie sttt sr et st esneeneeeneenes 11
Overview of WeStON ClassifiCalION ..........cooiieieiirieiiieriere et 13
Overview Of FPG ClasSIfiCaION .........cooiiiiiieieiie ettt 14
OVERVIEW OF PAYMENT PORTIONS OF THE PLAN ....cccoitiieeeieeeiesie et 14
Overview Of WESION TrEalMENT.........ccoiiriririe sttt a e s 14
Overview Of FPG TrEaMENT........cccuiiieieeesee ettt s e e neeeneenes 17
FUNDING THE PLAN AND FEASIBILITY oottt 19
AppPoIiNtMENt Of @PIAN AGENT ...t e e ae e e s neenneas 19
TRE AUCLIONS. ...ttt b et e bt et e st e s b e e besae e sbe e eeeseesbeenbenneesreenee e 19
Issuance Of NeW FaCility LICENSES......c.ooiiiiiieriesiee ettt s 20
R4S o o PP PR PR 20
TSSOSO 20
Operation of the Debtors During the Sal@S ProCESS..........coovviereeriereeneeie e 21

vii



Case 1-16-12820-cjf Doc 282 Filed 04/03/17 Entered 04/03/17 10:28:53 Desc
Main Document  Page 8 of 36

Financia Viability Of the DEDLOIS..........ooiiiieee e 21
Financial Details FOr Weston (tN€ ALF) .....eeueeeee et 21
Financial DetaillSfor FPG (tNE SNF) .....cviiiiieece sttt nne s 22

Sabra Has Waived the Election under 11 U.S.C. 8 1111(D). ...coceeveriinienieeeneereeeeee e 22

VOTING AND CONFIRMATION .....coiiiiiteritsiisieeesie ettt sre st se st s s i sse e enes 23

LYo ] o USSR 23

(@00 01 1T angr= (Lo 0 = 1 0o PSR 23
Confirmation of Plan Without Necessary ACCEPLANCES. .........ccoveeereerierieeseenieeeeseesieeee e 24

TREATMENT OF EXECUTORY CONTRACTS ..ottt 24
ASSUMEA CONIIACES ...ttt sttt ettt e b ste st e sbeenbeesee s st e nbeeneesseenaeensesneensens 24
ST ol O] 11 = £ USROS 25

LIQUIDATION ANALY SIS, .ottt sttt bbb 25
WESLON ANBIYSIS ...ttt sttt et b et st e e e et e e e e s bt e beeneesseenaeeneesneenbeas 25
e G 7= Y USROS 26

CERTAIN FEDERAL INCOME TAX CONSEQUENCES OF THE PLAN .....ccccoviiniririenne, 27
Tax ConsequENCES 10 CraditOrS ........oiiiierierieerie ettt st b et sre e 27

viii



Case 1-16-12820-cjf Doc 282 Filed 04/03/17 Entered 04/03/17 10:28:53 Desc

Main Document  Page 9 of 36

INTRODUCTION

Sabra proposes to invest millions of dollarsin Debtors' businesses to make this Plan

possible. Under Sabra’ s Plan, both Weston’s business and FPG’ s business will be sold to Sabra
on the Effective Date of the Plan, or another purchaser who offers a higher and better bid. Asa

result:

Unsecured creditors of both Debtors will be paid within 30 days of the Plan’s Effective
Date, unless there is an objection to the validity or amount of the Claim;

Weston’ s balance sheet will be substantially improved: the secured debt owed to Sabra
will be paid in full on the Effective Date, immediately removing at least a $13 million
liability for the assisted living facility, and thereby eliminating Weston's debt service and
freeing up substantial fundsto cover operational costs and invest in future operations;

All of Weston’s secured creditors, and the debtor-in-possession financing, will be paid in
full on the Effective Date of the Plan or within thirty (30) days thereof;

Creditors of both Debtors not otherwise being paid in full stand to receive more
depending on the results of the auctions;

FPG’ s debtor-in-possession loan will be paid in full on the Effective Date, and other
Claimswill be paid shortly after the Effective Date of the Plan; and

FPG’ s balance sheet will also be substantially improved by reducing FPG'’ s obligations to
creditors and permitting payments over time.

Sabra s Plan is designed to maximize recovery to unsecured creditors and ensure the

future success of Debtors’ businesses. The following table briefly summarizes the classification
and treatment of Claims and Interests under the Plan and provides a more thorough comparison
to Debtors Plan:
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Weston
Debtors Plan Sabra’sPlan
Class |[Typeof Claim or Interest| Estimated Estimated Recovery Voting Estimated Estimated Recovery Voting
Amount of Amount of
Claims Claims
L . Deemed to 3
1 Administrative Expenses | $540,000 100% on the Effective Date Accept $391,292 100% on the Effective Date No
2 Priority Unsecured Claims |$627,848 100% on the Effective Date ggggnp?d 0 $0 100% on the Effective Date No
5 -
$13.000.000 ‘110;)5@ ?ﬁggﬁs’a with 100% on the Effective Date after credit
3A Sabra Secured Claim e béllogn ment after 10 Yes $13,000,000 bid or within (3) days after the sdleif |Yes
years pay Sabrais not the Weston Purchaser
0, 1 0, 0, 1thi i
3B Simplicity Claim $31,182 _100 )% over 7 years, with 4% Yes $31,183 100% within 30 days of the Effective Yes
interest Date
0, 1 0, 0, 1thi i
3C All-Lines Leasing Clam  |$7,171 _1OOAJ over 7 years, with 4% Yes $7.171 100% within 30 days of the Effective Yes
interest Date
YR
4 DIP Loan Claims $650,000 | Lo0%within 2yearsof the |Deemed o geny g, 100% on the Effective Date No
Effective Date Accept
5 Intercompany Claims None n/a n‘a None n/a n/a
. $4,773,438, 50% over 7 years, with 8% interest,
0,
10553 ?\éteér:z;t ﬁ?jrsa With |yes subject to subject to increase in the event of a
6A Sabra Deficiency Claim  |$4,773,438 b;';\IIO(;)n ment after 10 reduction Weston Overbid; Sabra agreesto waive|Y es
cars pay following credit |distribution if Sabraisthe Weston
Y bid Purchaser
50% over 7 years, with 8% interest,
Not subject to increase in the event of a
6B Sabra Option Claim Unknown Not addressed Addr Unknown Weston Overbid; Sabra agreesto waive|Y es
distribution if Sabraisthe Weston
Purchaser
: 100% within 21 months 100% within 30 days of the Effective
7 General Unsecured Claims |$126,940 ofter the Effective Date Yes $198,667 Date Yes
50% over 7 years, with 8% interest,
. . subject to increase in the event of a
8 Unsecured Insider Claims |None n‘a na $778,429 Weston Overhid: subject to the Weston Yes
Purchaser’ s offset rights and defenses
: 0%, but subject to increase in the event
9 Interests $0 Allowed to retain No $0 of aWeston Overbid Yes
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FPG
Debtors Plan Sabra’s Plan
Class |Typeof Claim or Interest| Estimated Estimated Recovery Voting Estimated Estimated Recovery Voting
Amount of Amount of
Claims Claims
1 Administrative Expenses | $272,527 100% on the Effective Date [No $380,600 100% on the Effective Date No
_ . 100% over 5 years, with 100% within 30 days of the Effective
2 Priority Unsecured Claims |$208,288 9.625% interest No $218,374 Date Yes
3A Sabra Secured Claim n/a n/a na n/a n/a n/a
3B Simplicity Secured Claim |n/a n/a n‘a n‘a n‘a n/a
3C All-Lines Leasing n‘a n/a n‘a n‘a n‘a n/a
: 100% within 2 years of the 0 .
4 DIP Loan Claims $400,000 Effective Date No $400,000 100% on the Effective Date No
Quarterly installments equal
: to 10% of Debtor’s net 0 .
5 Intercompany Claims $600,405 income after estimating for No $600,405 100% on the Effective Date No
income taxes
6 Unsecured Claim of Sabra (n/a n/a n/a n/a n/a n/a
: 100% within 21 months of 100% within 30 days of the Effective
7 General Unsecured Claims |$124,348 the Effective Date Yes $124,348 Date Yes
50% over 7 years, 8% interest upon
: . Subordinated to Class 7; allowance of Claim, subject to
8 Unsecured Insider Claims |$2,142,039 paid as finances allow. No Unknown N Yes
Overbid
: 0% but subject to increase in the
9 Interests $0 Allowed to retain No $0 event of an FPG Overbid Yes
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HISTORY OF THE DEBTORSAND EVENTSLEADING TO FILING

Background

The Debtors were formed in 2010 to organize, develop, manage, and own an assisted
living and skilled nursing care facility (the “Eacility”) near three major regional hospitalsin
central Wisconsin—including St. Clare’ s Hospital, which isjust ablock away. The Facility
combines an assisted living facility together with a skilled nursing facility in aresort-like
atmosphere for its patients. The business, previously known as “ Stoney River” has rebranded
itself as“Pride TLC Therapy & Living Campus.” Its new website and further details can be
found at www.prideTL C.com.

The Facility is comprised of a 35-bed skilled nursing rehabilitation center (commonly
referred to as the skilled nursing facility, or “SNE”), and a 60-bed assisted living facility (the
“ALF"). The physical location—including the real property, building that comprises the
Facility, and other related fixtures and personal property (the “Real Estate”)—is owned by
Weston. The Real Estate is|ocated at 7805 Birch Street, Weston, Wisconsin and the overall size
of the building is approximately 66,741 square feet. Weston owns and operates the ALF side of
the business, including required licenses to operate, and other related personal property of the
ALF. The ALF provides specialized care to residents, including assisted living, therapy, and
medical services on afee-for-service basis.

The second portion of the Facility, the SNF (including its state license, operating
accounts, and personal property), isowned by FPG. FPG leases approximately 39% of the
Facility from Weston to operate the SNF pursuant to alease dated December 27, 2011 (the
“Facility L ease”). Aspart of the Facility Lease, FPG, as tenant, pays Weston, aslandlord, a
portion of all operating costs, including payments towards: (a) the mortgage lender (Sabra) or
REIT, (b) sales and rea estate taxes, (¢) property insurance, and (d) maintenance costs of the
Facility and other ancillary expenses. The employees of the ALF and SNF provide servicesto
both entities, depending on the needs of the patients admitted to each. Asaresult of a
management change in January 2016, all facility employees became compensated through FPG’s
payroll, and Weston reimburses FPG for its share of wages, employment taxes, insurance, and
worker’s compensation. Reimbursement for wages is based on the census split of patients
between the ALF and SNF for each payroll period.

Revenues for the SNF are generated primarily through health care insurance
reimbursements. Approximately 50% of the SNF' s gross income is derived from Medicare
payments from CMS; 45% from Medicare replacement (i.e., from insurance companies that are
acting on behalf of the government); and 5% from private-pay or Medicaid. Revenuesfor the
ALF are generated 90% from private pay, and 10% public assistance through Medicaid/Medicaid
Waiver.

Formation, Ownership, and Management

The original owners of Weston were:
(1) First Phoenix Group LLC (*Group”);


http://www.pridetlc.com/
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(2) Wanxiang America Real Estate Group, LLC (“Wanxiang”), an equity partner,
managed by Lawrence Krueger;

(3) LIK Investments, LLC, wholly owned by Lawrence Krueger; and

(4) Mark Winkels, aminority shareholder.

The original owners of FPG were:
(1) Group;
(2) Wanxiang;
(3) LXK Investments, LLC;
(4) Mark Winkels, aminority shareholder; and
(5 Landcastle Diversified, an entity owned and controlled by Philip Castleberg

(“Castleberg’).

In early August 2016, Group sold its membership interest in Weston, and the current
owners of Weston are Wanxiang, LIK Investments, LLC (together 60% of the membership
interests), Mark Winkels (0.5% of the membership interests), and Castleberg (39.5% of the
membership interests).

In early August 2016, Group sold its membership interest in FPG, and the current owners
of FPG are Wanxiang (19.5% of the membership interests), Mark Winkels (0.5% of the
membership interests), and Castleberg (80% of the membership interests).

Castleberg has been and till is aminority member in Group.

Both Weston (the ALF) and FPG (the SNF) are currently managed by Anchor
Management Group L.L.C. (“Anchor™), aFloridalimited liability company owned by
Castleberg and his son, Benjamin Castleberg. The terms of management have not been
disclosed.

Construction Phase

Construction of the Facility began in March 2012, with the construction financing of
approximately $13,000,000 provided by Contemporary Healthcare Capital, LLC, investment
bank out of New Jersey. A certificate of occupancy wasissued in February 2013. Later that
year, Weston was able to take out the construction loan with new financing from an entity known
as Sabra Phoenix TRS Venture, LLC, in atotal amount just shy of $15,000,000. The noteis
currently held by Sabra.

Weston gave a mortgage to Sabra, which was recorded against the Real Estate;
additionally, Sabra has a security interest in the general business assets of Weston, including its
cash collateral. FPG, Weston, and Sabra are parties to a Subordination, Non-Disturbance and
Attornment Agreement, which is aso recorded against the Facility. Additionally, Sabrawas
provided an Option Agreement, which Sabra believes entitlesit to a Claim against Weston. In
January and February, 2016, Sabra sent letters to Weston exercising its option to purchase
Weston’s assets for a purchase price of $0.00, although the formulas provided in the Option
Agreement yielded a negative value for both the ALF and SNF purchase prices. These
agreements with Sabra, and other supporting and related documents, have been filed by Sabra as

5
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part of its Claim against Weston (Claim No. 16) and can be viewed on the Court’ s electronic
docket or requested from Sabra’ s counsel listed above.

Operational Issues & Chapter 11 Planning

Soon after opening, the Facility experienced management and cash flow problems. Just
four months after opening, Castleberg claims he was asked to provide funds to support the
Debtors. Castleberg and/or Landcastle Diversified agreed to do so and claims to have provided
approximately $500,000 to FPG at that time, on an unsecured basis. Employee turnover was
high and the Debtors burned through three nursing directors and two administrators in the first
year. Occupancy levels were low because census at both the ALF and SNF were not rising to the
levels projected. Castleberg asserts that quality of care was substandard.

Castleberg claims to have been asked to supply more funds to FPG to keep things
running at the ALF and he claims to have provided additional funds to keep the SNF
afloat. From time to time throughout 2015-2016, Castleberg and/or Landcastle Diversified claim
to have provided additional fundsto FPG. As of the Petition Date, Castleberg and/or Landcastle
Diversified claim to have provided approximately $2,142,039 to FPG on an unsecured
basis. Sabrabelieves that there isincomplete documentation for a substantial amount of the
funds allegedly provided by Castleberg and/or Landcastle Diversified, and that it is unclear
whether the funds were provided as loans or capital infusions, and what, if any, terms exist
regarding repayment of the funds. In some instances, Sabra asserts that the documentation
available is unsigned and indicates that the funds were provided by Landcastle Diversified, and
not by Castleberg himself.

Weston defaulted on payments owed to Sabra by August 2015. In December 2015,
Brown'’s Living which managed the Facility terminated its management agreement due to non-
payment of its fees. Facility ownership did not replace the manager as required under the Sabra
Loan and briefly engaged another operator, Health Dimensions Group, as a consultant. That
operator ended its relationship with the Facility due to non-payment of its fee.

Immediate Jeopardy Citation

Pursuant to aMay 25, 2016 letter to FPG, the State of Wisconsin Department of Health
Services (“DHS’) determined that the Facility was not in compliance with State and Federal
requirements for nursing homes. DHS issued an “immediate jeopardy” citation dueto an
incident with a patient that occurred on October 1, 2015, and the failure of current management
to correct issues at the Facility after the incident. The immediate jeopardy citation carries
significant fines and penalties, as described below. The citations were issued against FPG as the
operator of the SNF.

Surveyors from DHS visited the Facility on May 12, 2016, and found that situations of
immediate jeopardy had been removed; however, DHS also found that the SNF was still not in
substantial compliance with less-serious regulatory requirements related to proper training,
administration of medication, and food safety compliance. DHS visited the Facility againin
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June and July 2016, for further inspections and eventually found that the SNF was in compliance
with al rules and regulations effective July 29, 2016.

FPG’s license and Medicare certification were not suspended, but the citation resulted in
afine, plus recoupment of government-backed health insurance payments through CMS. As
discussed below, DHS certified FPG’ s compliance effective July 29, 2016, and FPG eventually
received case closure and final imposition of penalties from CMS by aletter dated September 8,
2016. The pendlties and other amounts owed to CMS will be paid ba/ FPG as part of the Plan.
The SNF has remained in compliance since receiving DHS' July 29" approval.

By late summer of 2016, in addition to the default under the loan with Sabra, the Debtors
were concerned that DHS or CM S would begin suspension/recoupment of payments and that
doing so would cause FPG to default on its obligations to Weston and to employees, anong
other items, which Debtors believed would have completely halted the Debtors operations. The
low cash flows and threat of revenue suspension caused the Debtors to seek protection under
Chapter 11.

Sabra Option
Sabra asserts that:
e Sabraexercised its option to buy the Facility on January 6, 2016;

e Weston provided its sale price calculations to Sabra on January 22, 2016, which
show that the purchase price was a negative number;

e By letter dated February 11, 2016, Sara confirmed that the purchase price was a
negative number and set a closing date of March 28, 2016, pursuant to the Option
Agreement;

e By letter dated February 22, 2016, Weston elected to delay the purchase closing
date by ninety days, or until June 26, 2016, at the latest; and

e Weston never completed the closing, and filed for bankruptcy protection on
August 15, 2016.

Relevant Post-Petition Devel opments

CMS denied Medicare/Medicaid reimbursements from the period of June 14, 2016
through July 28, 2016, which, according to FPG, totals approximately $208,288. During FPG's
Chapter 11 Case, CM S has recouped its entire share of reimbursements from FPG for the denia
of paymentsissue. What remainsto be paid to CMS are Claims for three items (a) a civil
monetary penalty, (b) certain “claims accounts receivable,” and (c) future, contingent cost report
reconciliations. The approximate amount remaining to be paid to CMSis $218,374.
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The civil monetary penalty issued by CM S totaled $208,500 (which was reduced to
$135,525 due to FPG waiving its right to appeal). The penaty must be paid as part of FPG’s
Chapter 11 plan.

Claims accounts receivable occur due to adjustments made in the processing of claims
(e.g., duplicative claims, incorrect rates, intermediary adjustments). Claims accounts receivable
are adjusted in the normal course of business (monthly) when remittance advices are provided to
FPG. CMSfiled aProof of Claim aleging that it is owed $82,849.29 for pre-petition claims
accounts receivable, which have not been recovered since the Petition Date. FPG, however,
believes this amount is actually tied to amounts owed for the denial of payments issue, and as of
January 30, 2017, CMS has confirmed that FPG is correct although CMS's Proof of Claim
continues to state otherwise.

Cost report reconciliations, on the other hand, occur at the end of acost year (in FPG’s
case, May of each year). As part of acost report, FPG must adequately report and provide
support for reimbursements received throughout the prior year. CMS reviews the cost report and
makes any necessary adjustments (whether positively or negatively) to reconcile the annual cost
reporting. These amounts are a contingent Claim of CM S, and will be paid in the normal course
of FPG’s operations. FPG indicated that it does not anticipate any significant payments
necessary to reconcile the annual Medicare cost report with CM S that would be due in 2017.

Upon filing bankruptcy, Weston sought authority to use cash collateral of Sabra pursuant
to 8 363(c)(2)(B) and (3) and Bankruptcy Rule 4001(b) to continue its operations. The Court
held various preliminary hearings on Weston’'s request and granted interim relief; afinal hearing
on the use of cash collateral and approval of two debtor-in-possession loans was held October
31, 2016. Asaresult of the hearing, the Court granted Weston’ s request to use cash collateral
and provide adequate protection to Sabra—and also approved post-petition financing for both
FPG and Weston as described below.

Weston sought to obtain post-petition financing from Wanxiang, in the form of a
$900,000 line of credit (the “Weston DIP L oan”) to be used to pay for the following items: (i)
2014 and 2015 taxes, interest, penalties, and other charges totaling $577,090.16 owed to
Marathon County which remained unpaid as of the Petition Date; (ii) the first installment of 2016
taxes, due January 31, 2017 of $136,157.71; (iii) one-half ($25,000) of the marketing costs for
the Facility; (iv) two-thirds ($14,602.75) of the anticipated monthly tax escrow; and (v) one-half
of any needed roof replacement costs. The balance of the Weston DIP Loan is $650,000; at this
time, Weston has indicated that it does not expect to borrow additional funds. The balance of the
Weston DIP Loan will be repaid by the Weston Purchaser on the Effective Date.

At the same time, FPG sought to obtain post-petition financing from Castleberg in the
form of aline of credit in an amount of up to $500,000 (the “EPG DIP Loan”). As part of the
FPG DIP Loan, FPG provided Castleberg with liens on all property of FPG’s Estate that is not
otherwise subject to alien, pursuant to 8 364(c)(2) of the Bankruptcy Code. The purpose of the
FPG DIP Loan was to offset the DHS/CM S recoupment and alow FPG to continue operations
while it went through the denial-of-payments period. The funds were used to pay (i) FPG’s
ongoing rent to Weston including FPG’ s share of operationa expenses according to the terms of

8




Case 1-16-12820-cjf Doc 282 Filed 04/03/17 Entered 04/03/17 10:28:53 Desc
Main Document  Page 17 of 36

the Facility Lease; (ii) one-half ($25,000) of the marketing costs for the Facility; (iii) one-third of
the anticipated tax escrow; and (iv) one-half of any necessary roof replacement costs. The
balance of the FPG DIP Loan is $300,000; FPG has indicated that it may need to draw an
additional $100,000 on the FPG DIP Loan to make necessary payments to Weston (for post-
petition Administrative Claims that remain due) and to pay accruing Professional Fees during
these Chapter 11 Cases. The balance of the FPG DIP Loan will be repaid on the Effective Date.

As additional adequate protection to Sabra, Weston also began making payments to Sabra
of $45,000 per month in November 2016; those payments will continue throughout these Chapter
11 Cases. Additionaly, pursuant to the Court’s holding as a result of Sabra’ s Motion to Compel
Payment of Rent from FPG, FPG began making rental payments to Weston in November 2016.
The payment, per month, totals $52,763.50. FPG has paid Weston for all post-petition rents
from October 15, 2016 through February 2017. Weston has an Administrative Claim against
FPG for $105,527.00 for post-petition rents incurred from the Petition Date through October 14,
2016, which has not yet been paid. If this Administrative Claim isnot paid prior to the
Confirmation Hearing, the Administrative Claim will be paid in full on the Effective Date.
Consistent with the Court’ s decision, FPG will not pay any Professional Claims unless and until
the post-petition rents owed to Weston have been paid in full.

The Debtors' Financial Performance During Chapter 11 Cases

Based on the most recently filed monthly operating reports, neither Debtor has been
profitable during the Chapter 11 Cases. Weston disclosed that, notwithstanding the
resumption of rent payments from FPG, Weston has accumulated net 1osses of
approximately $61,798 during its Chapter 11 Case. FPG has accumulated net |osses of
approximately $459,324 during its Chapter 11 Case.

During these Chapter 11 Cases, the Debtors operated the Facility, maintained the
Debtors’ bank accounts, and paid expenses, consistent with the Court’ s orders authorizing the
use of cash collateral.

On the Petition Date, the patient census for FPG was approximately 5; this was because
FPG deliberately reduced its census around the Petition Date to reduce the expected exposure to
CMS during the denial-of -payments period. On the Petition Date, the resident census for Weston
was 42. Three months later, FPG increased its census to 24 patients, and Weston increased its
census to 46 long term residents (the high for December 2016).

Weston paid all delinquent, unpaid real estate taxes, penalties, and interest on December
8, 2016.

Weston also made its adequate protection payments to Sabra, which Weston will
continue until such time as payments under the Plan commence.



Case 1-16-12820-cjf Doc 282 Filed 04/03/17 Entered 04/03/17 10:28:53 Desc
Main Document  Page 18 of 36

Status of Professionals

Attorneys

Michael Best & Friedrich LLP. The Debtors applied to the Court to retain Michael Best
& Friedrich LLP (*Michael Best”) to act astheir legal counsel in these Chapter 11 Cases. The
employment of Michael Best was approved by the Court over the objection of Sabra, which
raised questions about Michael Best’s disinterestedness. Through February 28, 2017, Michagl
Best is owed $185,935.26 in legal fees and $2,475.85 in disbursements from Weston. As of the
date of thisfiling, Michael Best has received atota of $96,970.10 for services rendered and
$1,787.52 in disbursements accrued from Weston after the Petition Date. Through February 28,
2017, Michael Best is owed $83,101.50 in legal fees and $2,741.28 in disbursements from FPG.
No amounts have been received from or will be paid by FPG to Michael Best until FPG’ s post-
petition Administrative Claim owed to Weston is paid.

No specia counsel has been retained by the Debtors for any matter.

Sabra has repeatedly objected to Michael Best’s retention and Michael Best's
representation of both Debtors based on Sabra’ s belief that conflicts exist between the Debtors
arising from the Facility Lease, pre-petition rent payments, and the amount and/or existence of
intercompany payables and that a conflict exists based on Michael Best’s prior representation of
Castleberg and Landcastle Diversified. Sabraretains its rights to reassert such objectionsin
connection with the Court’ s consideration of Michael Best’s final fee application, which could
impact the total fees owed to Michael Best.

Accountants

Barbara DeBaere Poppy CPA. The Debtors applied to the Court to retain Barbara
DeBaere Poppy, CPA (“Poppy”) to act as their accountants during these Chapter 11 Cases. The
employment of Poppy was approved by the Court. Through November 2016, Poppy is owed
$24,616.25 in fees by Weston. As of the date of this filing, Poppy has received atotal of
$15,040.00 from Weston for services rendered after the Petition Date. Through November 20186,
Poppy is owed $13,720.00 by FPG. No amounts have been received from or will be paid by
FPG to Poppy until FPG’s post-petition Administrative Claim owed to Weston is paid.

U.S. Trustee Fees

The Office of the United States Trustee accrues quarterly fees while the Chapter 11 Cases
remain open. Under the Plan, Weston will pay all fees due and payable pursuant to 28 U.S.C.
81930 and not paid prior to the Effective Date. After the Effective Date and until the Weston
Chapter 11 Case closes, the Weston Purchaser shall pay al fees due and payabl e pursuant to 28
U.S.C. §1930. FPG will pay all fees due and payable pursuant to 28 U.S.C. 8§ 1930 and not paid
prior to the Effective Date. After the Effective Date and until the FPG Chapter 11 Case closes,
the FPG Purchaser shall pay all fees due and payable pursuant to 28 U.S.C. § 1930.

10
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Others

The Debtors have indicated that they may retain one or more expert witnesses for the
Confirmation Hearing of the Debtors Plan, or any potential valuation hearing of the Facility.
The Debtors estimated that employing such expert(s) would cost the Debtors' Estates between
$25,000 and $50,000.

As of the date of thisfiling, the Debtors have filed one application to employ an expert
witness, The Griffing Group, LLC. The Debtors propose that The Griffing Group will provide
expert testimony on valuation, interest rate(s), and feasibility. The Debtors estimate that total
estimate fee for The Griffing Group, LLC will be between $40,000 and $50,000.

STATUSOF ANY PENDING LITIGATION

The Debtors are not plaintiffs under any current litigation outside of these Chapter 11
Cases. Except for certain Causes of Action, the Plan reserves the right to bring any Cause of
Action that Debtors may have against any party as part of these Chapter 11 Cases or in any other
state or federal court of appropriate jurisdiction. The Plan waives Causes of Action against all
parties except Insiders and the holders of Disputed Claims. The right to bring Causes of Actions
and non-waived Causes of Action will, in the case of Weston, vest in the Weston Purchaser and,
in the case of FPG, vest in the FPG Purchaser.

In June 2016, Browns Living commenced an action against Weston in Wood County,
Wisconsin as Case No. 16-204. That matter was dismissed upon Weston’sfiling for bankruptcy.
However, on November 29, 2016, Browns Living appears to have docketed a judgment against
Weston in Marathon County. Weston has indicated that it believes the docketing of the
judgment was in violation of the automatic stay and Weston contacted Browns Living to assess
this matter and discuss resolution with or without Court assistance.

CLASSIFICATION OF CLAIMSAND INTERESTS

Classification Definitions

A. Intentionally Omitted.

B. Class 2 —Priority Unsecured Claims.

Priority Unsecured Claims means any Claim other than an Administrative Claim or a
Priority Tax Claim, entitled to priority in payment as specified in 88 507(a)(3), (4), (5), (6), (7),
or (9) of the Bankruptcy Code.

11
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C. Class 3.

1. Class 3A — Sabra Secured Claim.

Sabra Secured Claim means the Sabra Claim, but only to the extent that such Clamisa
secured Claim as determined by Bankruptcy Code § 506(a)(1), currently estimated to be
$13,000,000.

2. Class 3B — Simplicity Claim.

Simplicity Claim means the Claim of Simplicity Credit Union filed against Weston and
assigned Claim number 13.

3. Class 3C — All-Lines Leasing Claim.

All-Lines L easing Claim means the Claim of All-Lines Leasing filed against Weston
and assigned Claim number 15.

D. Class4 —DIP L oan Claims.

DIP L oan Claims means the FPG DIP Loan Claim and the Weston DIP Loan Claim.

E. Class 5 — | nter company Claims

| nter company Claim means the Claim held by Weston against FPG, estimated by
Debtors to be Allowed in the amount of $600,405. There are no Intercompany Claims against
Weston.

F. Class 6A — Sabra Deficiency Claim.

Sabra Deficiency Claim means the Sabra Claim, minus the Sabra Secured Claim and the
Sabra Option Claim, in an amount currently estimated to be not less than $4,773,438, but subject
to reduction following Sabra' s credit bid in the Weston Auction.

G. Class 6B — Sabra Option Claim.

Sabra Option Claim means that portion of the Sabra Claim attributable to Sabra' s claim
for breach of the Option Agreement.

H. Class 7 — General Unsecured Claims.

General Unsecured Claims means any Claim that is not an Administrative Claim,
Priority Tax Claim, Priority Unsecured Claim, Sabra Secured Claim, Simplicity Claim, All-Lines
Leasing Claim, DIP Loan Claim, Intercompany Claim, Sabra Unsecured Claim, Unsecured
Insider Claim, or any Claim that is otherwise determined by the Court to be a General Unsecured
Claim.

12
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l. Class 8 — Unsecured Insider Claims.

Unsecured Insider Claims means any Claim held by a Person who is currently an
Insider or who was an Insider at the time the Claim arose, except those Claims which are DIP
Loan Claims.

J. Class 9 — Interests.

| nter ests means any equity security (as defined in 8 101(16) of the Bankruptcy Code) in
the Debtors and any other rights, options, warrants, stock appreciation rights, phantom stock
rights, restricted stock units, redemption rights, repurchase rights, convertible, exercisable, or
exchangeabl e securities or other agreements, arrangements, or commitments of any character
relating to, or whose valueis related to, any such interest or other ownership interest in any
Debtor.

Overview of Weston Classification

Class Description Amount | mpair ment Voting
2 Priority Unsecured Claims $0 Unimpaired Deemed to Accept
3A | Sabra Secured Claim $13,000,000 Impaired Yes
3B | Simplicity Claim $31,183 Impaired Yes
3C | All-Lines Leasing Claim $7,171 Impaired Yes
4 DIP Loan Claims $650,000 Unimpaired Deemed to Accept
6A | SabraDeficiency Claim $4,773,483 Impaired Yes
6B | SabraOption Claim Unknown Impaired Yes
7 General Unsecured Claims $198,667 Impaired Yes
8 Unsecured Insider Claims $778,429 Impaired Yes
9 Interests $0 Impaired Yes

13
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Overview of FPG Classification

Class Description Amount I mpair ment Voting
2 Priority Unsecured Claims $218,374 Impaired Yes
4 DIP Loan Claims $400,000 Unimpaired Deemed to Accept
5 Intercompany Claims $600,405 Unimpaired Deemed to Accept
7 General Unsecured Claims $124,348 Impaired Yes
8 Unsecured Insider Claims $2,143,363 Impaired Yes
9 Interests $0 Impaired Yes

A summary of the above Classes and estimated Claims is attached to this Disclosure
Statement as Exhibit 1. Thefirst page (Exhibit 1-Weston) details the anticipated Claims against
Weston. The second page (Exhibit 1-FPG) details the anticipated Claims against FPG.

Exhibit 1 contains estimated Allowed amounts of each Claim; Parties-in-Interest have the
right to object to until the Claim Objection Deadline. Initially, and without limiting the right of
parties to object to other Claims, Debtors have disclosed, or it otherwise appears, that there are
potential objections to the following Claims: Anchor, Castleberg, Copeland Building
Corporation; Group; Hoff, Barry & Kozar; Murdrovich Architects; Sysco Baraboo, LLC.

OVERVIEW OF PAYMENT PORTIONSOF THE PLAN

The materia highlights of the payment portions of the Plan are set forth below. This
outline below isintended solely as an overview of some of the material portions of the Plan. The
Plan should beread inits entirety. Any conflict between this Disclosure Statement and the
Plan will beresolved in favor of the Plan. The proposed treatment of the various Classes and
their estimated Allowed amounts are detailed below.

Overview of Weston Treatment

A. Intentionally Omitted.

B. Class 2 —Priority Unsecured Claims.

Unless otherwise agreed to by the parties, the Weston Purchaser shall pay each holder of
an Allowed Priority Unsecured Claim in Class 2 the Allowed amount of such Claimin full in
Cash, without interest, on or before the later of (a) the Effective Date, or (b) the date such
Priority Unsecured Claim becomes an Allowed Claim.

14
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C. Class 3.

1. Class 3A — Sabra Secured Claim.

Class 3A — Sabra Secured Claim. Sabrashall be entitled to credit bid the aggregate
amount of the Sabra Secured Claim and the Sabra Deficiency Claim at the Weston Auction. |If
Sabrais the Weston Purchaser, the Sabra Claim shall be reduced by the amount so credit bid. If
Sabrais not the Weston Purchaser, the Weston Purchaser shall pay Sabrathe Weston Purchase
Price within three (3) days following the Plan Agent’ s filing of the notice of sale as required by
Section 13.2(1V)(f) of the Plan, which payment shall not affect the Sabra Deficiency Claim,
which is expressly reserved.

2. Class 3B — Simplicity Claim.

Class 3B — Simplicity Claim. In full satisfaction of the Allowed Class 3C Claim, the
Weston Purchaser shall pay the holder of the Simplicity Claim in full in Cash, without interest,
within thirty (30) days of the Effective Date. The Simplicity Claim includes both the secured
and unsecured portions of the Claim. For ease of comparison with Debtors' Plan, and because
both the secured and unsecured portions of the Claim are receiving the same treatment under the
Plan, the Simplicity Claim is classified as one Claim notwithstanding the fact that it has both a
secured and unsecured component.

3. Class 3C — All-Lines Leasing Claim.

Class 3C — All-Lines Leasing Claim. In full satisfaction of the Allowed Class 3C
Claim, the Weston Purchaser shall pay the holder of the All-Lines Leasing Claim in full in Cash,
without interest, within thirty (30) days of the Effective Date. The All-Lines Leasing Claim
includes both the secured and unsecured portions of the Claim. For ease of comparison with
Debtors Plan, and because both the secured and unsecured portions of the claim are receiving
the same treatment under the Plan, the All-Lines Leasing Claim is classified as one Claim
notwithstanding the fact that it has both a secured and unsecured component.

D. Class4 —DIP L oan Claims.

In full satisfaction of the Allowed Class 4 Claim, the Weston Purchaser shall pay the
holder of the Weston DIP Loan Claim in full in Cash on the Effective Date.

E. | ntentionally Omitted.

F. Class 6 — Sabra Unsecured Claim.

1 Class 6A — Sabra Deficiency Claim.

Any amount of the Sabra Deficiency Claim not credit bid at the Weston Auction shall be
preserved. In full satisfaction of the Allowed Class 6A Claim, the Weston Purchaser shall pay
Sabra: (A) following payment of any Plan Agent expenses as provided in Section 13.1 of the
Plan, one-third of any Weston Overbid; plus (B) an amount equal to 50% of the principal amount
of the Allowed Sabra Deficiency Claim in equal monthly installments of principal with fixed
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interest at the rate of 8% per annum amortized over 7 years commencing on the first day of the
first month following the Effective Date, continuing monthly thereafter until the earlier of: (x)
the date such 50% is paid; or (y) the date on which 100% of the principal amount of the Allowed
Sabra Deficiency Claimispaid. Inthe event that Sabraisthe Weston Purchaser, Sabra shall
waive any distribution it is otherwise entitled to pursuant to Section 4.6 of the Plan.

If the Weston Auction occurs, the Weston Overbid shall be paid: (i) first to the holders
of the Sabra Deficiency Claim, the Sabra Option Claim, and the Unsecured Insider Claim in
equal parts until they have all been paid 100% of the principal amount of their Allowed Claims,
and (ii) second, after all paymentsin subsection (i) have been madein full, to the holders of
Interests in accordance with their respective percentages of ownership. In all circumstances,
such payments shall be subordinated to the payments required in Sections 4.3, 4.4, and 4.7 of the
Plan.

2. Class 6B — Sabra Option Claim.

In full satisfaction of the Allowed Class 6B Claim, the Weston Purchaser shall pay Sabra:
(A) following payment of any Plan Agent expenses as provided in Section 13.1, one-third of any
Weston Overbid; plus (B) an amount equal to 50% of the principal amount of the Allowed Sabra
Option Claim in equal monthly installments of principal with fixed interest at the rate of 8% per
annum amortized over 7 years commencing on thefirst day of the first month following the
Effective Date, continuing monthly thereafter until the earlier of: (x) the date such 50% is paid;
or (y) the date on which 100% of the principal amount of the Allowed Sabra Option Claim is
paid. Intheevent that Sabrais the Weston Purchaser, Sabra shall waive any distribution it is
otherwise entitled to pursuant to Section 4.6(11) of the Plan.

If the Weston Auction occurs, the Weston Overbid shall be paid: (i) first to the holders of
the Sabra Deficiency Claim, the Sabra Option Claim, and the Unsecured Insider Claim in equal
parts until they have been paid 100% of the principal amount of their Allowed Claims; and (ii)
second, after all paymentsin subsection (i) have been made in full, to the holders of Interestsin
accordance with their respective percentages of ownership. In all circumstances, such payments
shall be subordinated to the payments required in Sections 4.3, 4.4, and 4.7 of the Plan.

G. Class 7 — General Unsecured Claims.

In full satisfaction of the Allowed Class 7 Claims, the Weston Purchaser will assume the
liability for all Allowed General Unsecured Claims and shall pay each holder of an Allowed
General Unsecured Claim in full in Cash, without interest, on or before the later of (@) thirty (30)
days after the Effective Date, or (b) the date such General Unsecured Claim becomes an Allowed
Claim.

H. Class 8 -Unsecured Insider Claims.

In full satisfaction of the Allowed Class 8 Claim, the Weston Purchaser shall pay the
holder of the Allowed Unsecured Insider Claim: (A) following payment of any Plan Agent
expenses as provided in Section 13.1 of the Plan, one-third of any Weston Overbid; plus (B) an
amount equal to 50% of the principal amount of the Allowed Unsecured Insider Claim in equal
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monthly installments of principal with fixed interest at the rate of 8% per annum amortized over
7 years commencing on thefirst day of the first month following the Effective Date, continuing
monthly thereafter until the earlier of: (x) the date such 50% is paid; or (y) the date on which
100% of the principal amount of the Allowed Unsecured Insider Claim is paid. If Sabraisthe
Weston Purchaser, Sabra shall satisfy the Allowed Unsecured Insider Claim by offsetting 50% of
the Allowed Unsecured Insider Claim against the amount Group owes Sabra under the Group
Guaranty.

If the Weston Auction occurs, the Weston Overbid shall be paid: (i) first to the holders of
the Sabra Deficiency Claim, the Sabra Option Claim, and the Unsecured Insider Claim in equal
parts until they have been paid 100% of the principal amount of their Allowed Claims; and (ii)
second, after al paymentsin subsection (i) have been madein full, to the holders of Interestsin
accordance with their respective percentages of ownership. In all circumstances, such payments
shall be subordinated to the payments required in Sections 4.3, 4.4 and 4.7 of the Plan.

l. Class 9 — I nterests.

The holders of Class 9 Interests shall retain their Interests in Weston, but because the
Weston Assets are being sold, holders of Interests will not receive or retain any property under
the Plan on account of such Interests; provided, however, that if the Weston Auction occurs, any
Weston Overbid that remains after the payments to Classes 6A, 6B and 8 shall be paid to holders
of Class 9 Interests in accordance with their respective percentages of ownership.

If the Weston Auction occurs, the Weston Overbid shall be paid: (i) first to the holders of
the Sabra Deficiency Claim, the Sabra Option Claim, and the Unsecured Insider Claim in equal
parts until they have been paid 100% of the principal amount of their Allowed Claims; and (ii)
second, after al paymentsin subsection (i) have been madein full, to the holders of Interestsin
accordance with their respective percentages of ownership. In all circumstances, such payments
shall be subordinated to the payments required in Sections 4.3, 4.4 and 4.7 of the Plan.

Overview of FPG Treatment

A. | ntentionally Omitted.

B. Class 2 —Priority Unsecured Claims.

Unless otherwise agreed to by the parties, the FPG Purchaser shall pay each holder of an
Allowed Priority Unsecured Claim in Class 2 the Allowed amount of such Claim in full in Cash,
without interest, on or before the later of (a) thirty (30) days after the Effective Date, or (b) the
date such Priority Unsecured Claim becomes an Allowed Claim.

C. | ntentionally Omitted.

D. Class 4 -- DIP L oan Claims.

In full satisfaction of the Allowed Class 4 Claim, the FPG Purchaser shall pay the holder
of the FPG DIP Loan Claim in full in Cash on the Effective Date.
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E. Class 5 -- I nter company Claim.

In full satisfaction of the Allowed Class 5 Intercompany Claim, the FPG Purchaser shall
pay the Weston Purchaser in full in Cash on the Effective Date.

F. I ntentionally Omitted.

G. Class 7 — General Unsecured Claims.

In full satisfaction of the Allowed Class 7 Claims, the FPG Purchaser will assume the
liability for all Allowed General Unsecured Claims and shall pay each holder of an Allowed
General Unsecured Claim the amount of its Allowed Claim on or before the later of (@) the date
that is 30 days after the Effective Date, and (b) the date such General Unsecured Claim becomes
an Allowed Claim.

H. Class 8 — Unsecured Insider Claims.

In full satisfaction of the Allowed Class 8 Claim, the FPG Purchaser shall pay the holder
of the Allowed Unsecured Insider Claim: (A) following payment of any Plan Agent expenses as
provided in Section 13.1 of the Plan, one-third of any FPG Overbid; plus (B) an amount equal to
50% of the principal amount of the Allowed Unsecured Insider Claim in equal monthly
installments of principal with fixed interest at the rate of 8% per annum amortized over 7 years
commencing on the first day of the first month following the Effective Date, continuing monthly
thereafter until the earlier of: (x) the date such 50% is paid; or (y) the date on which 100% of the
principal amount of the Allowed Unsecured Insider Claim is paid.

If the FPG Auction occurs, the FPG Overbid shall be paid: (i) first to the holder of the
Unsecured Insider Claim until it has been paid 100% of the principal amount of its Allowed
Claim; and (ii) second, to the holders of Interests in accordance with their respective percentages
of ownership. Inall circumstances, such payments shall be subordinated to the payments
required in Sections 6.2, 6.4, 6.5, and 6.7 of the Plan.

l. Class 9 — Interests.

The holders of Class 9 Interests shall retain their Interests in FPG, but because the FPG
Assets are being sold, holders of Interests will not receive or retain any property under the Plan
on account of such Interests; provided, however, that if the FPG Auction Occurs, any FPG
Overbid that remains after the payments to Class 8 shall be paid to holders of Class 9 Interestsin
accordance with their respective percentages of ownership.

If the FPG Auction occurs, the FPG Overbid shall be paid: (i) first to the holder of the
Unsecured Insider Claim until it has been paid 100% of the principal amount of its Allowed
Claim; and (ii) second, to the holders of Interests in accordance with their respective percentages
of ownership. In al circumstances, such payments shall be subordinated to the payments
required in Section 6.2, 6.4, 6.5, and 6.7 of the Plan.
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FUNDING THE PLAN AND FEASIBILITY

Appointment of a Plan Agent

The Plan proposes to appoint Michael S. Polsky as the plan agent (the “Plan Agent”).
On the Confirmation Date, the Plan Agent shall act as agent for and manage al right, title and
interests of the Debtors' Estates, their businesses and their property with sole and absolute
authority to: (1) administer the tangible and intangible assets of Weston and FPG, including but
not limited to all of the Debtors' licenses and certifications, during the Interim Period; (2)
operate Weston and FPG’ s businesses during the Interim Period; (3) provide consent to the DHS
and CM Sto review license or certification applications submitted by the FPG Purchaser and the
Weston Purchaser; (4) conduct the Weston Auction and the FPG Auction as described below; (5)
wind down the affairs of Weston and FPG as described below; and (6) carry out al other duties
and responsibilities described in the Plan Agent Agreement. The Plan Agent will be authorized
to operate the Facility on the Confirmation Date. The Plan Agent may employ one or more
professionals as the Plan Agent deems necessary during and after the Interim Period, and shall
engage the Manager to manage and operate the Debtors businesses during the Interim Period.
The Manager shall be Health Dimensions Group.

The Auctions

The Plan proposes to sell al of the assets of Weston (the “Weston Assets’) through an
auction (the “Weston Auction”) to be conducted by the Plan Agent, an independent third-party.
Through the Plan, Sabra submitted an opening bid for the Weston Assets pursuant to which
Sabra shall purchase the Weston Assets by $13,000,000 credit bid of the Allowed Sabra Claim,
and shall assume the Claim liabilities described in Articles Il and 1V of the Plan pursuant to the
Weston Asset Purchase Agreement to be filed as a Supplemental Plan Document.

The Plan also proposesto sell all the assets of FPG (the “EFPG Assets’) through an
auction (the “EPG Auction”) to be conducted by the Plan Agent. Through the Plan, Sabra
submitted an opening bid for the FPG Assets pursuant to which Sabrawill purchase the FPG
Assets for the dollar amount equal to the sum of the FPG Assumed Liabilities, in accordance
with the FPG Asset Purchase Agreement to be filed as a Supplemental Plan Document.

The Plan establishes bidding procedures whereby interested parties can submit bids for
the purchase of the Weston Assets and/or the FPG Assets. The bidding process will be overseen
by the Plan Agent. The Plan also establishes procedures for both the Weston Auction and the
FPG Auction in the event a party other than Sabra submits abid for the Weston Assets and/or the
FPG Assets. In the event there is an auction, the auction will be conducted by Plan Agent.

If the Weston Auction is conducted, the proceeds of the Weston Auction will be used to
satisfy the Sabra secured debt. In addition, the Weston Purchaser will be required to assume and
pay certain Plan liabilities. Creditors not otherwise paid in full stand to receive morein the event
of aWeston Overbid.
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If the FPG Auction is conducted, the proceeds of the FPG Auction, will be used to pay
certain plan liabilities. Creditors not otherwise paid in full stand to receive more in the event of
an FPG Overbid.

| ssuance of New Facility Licenses

There are two licensesissued by DHS that are central to the licensing and approvals
process. The SNF also requires Medicare and Medicaid certifications, in addition to itslicense.

Weston
Weston operates alicensed assisted living facility (License Number 0014504).

Change of Ownership (“*CHOW?™) applications for the license must be submitted, along
with additional documentation in support of the CHOW application. The Bureau of Assisted
Living within the DHS Division of Quality Assurance has developed a centralized submission
process for assisted living applications. Review is by regulation to be completed within 70 days
of application.

FPG

FPG operates alicensed nursing facility (License No. 5040). It is certified to participate
in both Medicare and Medicaid programs. The Medicare provider agreement will be assumed by
FPG and assigned to the FPG Purchaser, whereas the new operator will obtain aMedicaid
provider agreement between it and the State of Wisconsin.

The approvals necessary to transfer FPG’ s licenses are the CHOW for both the state-
issued license and the Medicare certification through CMS. At the state level, the FPG Purchaser
must submit the license application and required additional documents to the DHS Division of
Quality Assurance for review to determineif applicant is “fit and qualified” per the requirements
of Wis. Stat. Ch. 50 and Wis. Admin. Code Ch. DHS 132. The Division of Quality Assurance
has sixty (60) days from submission to review and process a complete application.

For the Medicare certification, both FPG (through the Plan Agent) and the FPG Purchaser
must submit an application indicating submission of the CHOW. The information is submitted to
afiscal intermediary for initial processing. Upon completion of the review, the intermediary
submits the Medicare CHOW to CM S, who then providesinitia approva to DHS. The FPG
Purchaser will operate under FPG’s Medicare certification until the Medicare “tie-in” noticeis
provided recognizing the CHOW. The FPG Purchaser will assume FPG’s Medicare certification,
including compliance and billing history. The Medicare certification process can take several
months from submission until CHOW approval.

Medicaid certification is much less difficult than Medicare, in that new operator, prior to
operations transfer, makes application to participate in the Wisconsin Medical Assistance
program. Timely and complete application should alow for Medicaid certification for new
operator as of operations transfer date.
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Once the Plan Agent is appointed, and when the Weston Purchaser and the FPG
Purchaser are prepared to submit the three licenses, the Plan Agent will develop an authorization
letter to the applicable licensing officials indicating that licensee authorizes the DHS to review
the CHOW application submitted by the Purchasers.

Operation of the Debtors During the Sales Process

The Plan Agent, upon confirmation of the Plan, will assume operational authority for
both Weston and FPG. The Plan Agent will engage the Manager, Health Dimensions Group, a
qualified management company, to run the operations pending sales. The Plan Agent will notify
DHS officias to inform the officials as to the new management company. Any changesin the
Nursing Home Administrator or Director of Nursing will be provided to the DHS Division of
Quality Assurance. The Plan Agent will also provide any additional required notices, including
but not limited to notices to the Wisconsin Bureau of Assisted Living.

The SNF and the ALF will remain under their current licenses, with the Plan Agent
authorized to act as the agent of licensees.

Financial Viability of the Debtors

Sabra s monthly projections from 2017 through 2019 are included as Exhibit 2 to the
Disclosure Statement. Funding of the Cash payments due on the Effective Date will be from the
proceeds of the Weston Auction and the FPG Auction. Funding of the Plan’ s future installments
to creditors will come from the normal operations of the Debtors’ business after confirmation of
the Plan. In addition, because the Plan requires not just the payment of the Claims, but the
assumption of the liabilities by the Weston Purchaser or the FPG Purchaser, as appropriate, any
payments that cannot be covered by operations must still be paid by the relevant purchaser from
its general assets.

The projections were prepared by Sabra, with input from their accountants and attorneys.
Future projections were determined by reviewing (i) historical revenues and expenses of the
Debtors, (ii) the Debtors' current operations, (iii) anticipated events that may impact the ability
to operate positively and negatively, and (iv) the obligations that will be owed pursuant to the
Plan.

In general, Sabra believes that its projections are more redlistic than Debtors'. First, the
projections are more consistent with the Debtors' past performance. Second, the projections
assume a slower and more gradual increase in performance. Finally, the projections are more
consistent with industry standards. In thisway, Sabra believes that its projections give creditors
more certainty and a better likelihood of receiving full payment.

Financial Details For Weston (the ALF)

The projections assume that Weston’sinitial census will be 43, and that the census will
increase by one patient per month until it stabilizes at 51 patients, which is about 85%
occupancy. While thisis somewhat lower than industry average, Sabra believes that this
assumption is more consistent with Weston’s actual performance, and is, therefore, more
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realistic. Revenue from room, board and servicesis afunction of the number of residentsin the
ALF with resident rates increasing annually, compared with the Debtors projections where
residents are charged monthly increases.

Variable expenses are increased based on industry standard amounts per occupied bed or
unit which isincreased annually. Fixed expenses are increased by the addition of afull-time
activities director, higher maintenance costs offset by the removal of substantial legal fees
included in the Debtors' Weston projections. Fixed and variable costs are increased annually by
2.5%.

Additionally, the projections include areserve for capital expenditures of $500 per unit
per year. This ensures that the ALF will have sufficient funding to repair or replace furnishings,
finishes and equipment that need to be addressed during the course of normal operationsin order
to ensure that the Facility remains competitive and attractive to residents. The Debtors
projections do not include such reserves or planned expenditures.

The projections also remove debt service associated with the Sabra Loan as it is assumed
that the Weston Purchaser will acquire the Facility by credit bid or with cash.

Financial Details for FPG (the SNF)

The projections assume that FPG’ s January census is 18 patients, and that the census will
increase by 1.5 patients per month until it stabilizes at 29.5 patients, reflecting 84% occupancy.
Thisisin line with FPG’s projections, athough the ramp-up in occupancy is quicker in FPG’s
projections. Sabra s assumptions for rates per-patient- day are not increased throughout the
projection period except for “private pay.” In addition, the projections assume that the payor
mix includes some Medicaid patients and does not optimize payor mix to maximize revenue, a
conservative approach.

Sabra s projections eliminate FPG’ s payment of the ALF s payroll. Sabra’'s expenses
include a management fee using a market rate of 5% of revenue, and a rent expense assuming
39% of 8% of $13,000,000, in line with the terms of the existing lease.

Additionally, the projections include areserve for capital expenditures of $1,000 per unit
per year. This ensures that the ALF will have sufficient funding to repair or replace furnishings,
finishes and equipment that need to be addressed during the course of normal operationsin order
to ensure that the Facility remains competitive and attractive to residents. The Debtors
projections do not include such reserves or planned expenditures.

Sabra Has Waived the Election under 11 U.S.C. 8 1111(b).

At the hearing on Debtors’ Joint Disclosure Statement, Sabrawaived its option to elect to
have its Claims against Weston be treated as fully secured pursuant to 8 1111(b) of the
Bankruptcy Code.
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VOTING AND CONFIRMATION

Voting

Creditors are entitled to vote on confirmation of the Plan unless (i) the Classis
unimpaired (presumed to accept) or isto receive no distribution (presumed to reject); (ii) an
objection or adversary proceeding has been filed with respect to that creditor’s Claim; or (iii) the
Claim is unclassified (required by law to be paid in full). A creditor whose Claim has been
objected to and who wishes to vote must move to have its Claim allowed for voting purposes by
filing amotion for such relief in time for that motion to be heard at or before the confirmation
hearing.

All ballots must be received on or before 5:00 pm (Central Time) on [---], 2017. Ballots
should be delivered to Sabra’s counsel:

Frank W. DiCastri
HUSCH BLACKWELL LLP
555 E. Wells Street, Suite 1900
Milwaukee, WI 53202
Telephone: (414) 273-2100
Fax: (414) 223-5000
frank.dicastri @huschblackwell.com

Ballots may be mailed, hand-delivered, delivered by overnight courier, emailed, or faxed.

If you do not vote to accept the Plan, or if you are the holder of an Impaired Claim, you
may be bound by the Plan if it is accepted by the requisite holders of the Claims.

If you have any questions about the procedure for voting, or if you did not receive a
ballot, received a damaged ballot, or lost your ballot, please contact Frank W. DiCastri, attorney
for Sabra, at (414) 978-5621, or email him at frank.dicastri @huschblackwell.com.

Confirmation Hearing

At the Confirmation Hearing, the Court will determine, among other things, whether the
Plan has been accepted by each Impaired Class of creditors.

An Impaired Class is deemed to have accepted the Plan if at least two-thirds in amount
and more than one-half in number of the Allowed Claims or Interests of Class members who
have voted to accept or reject the Plan have voted for acceptance of the Plan. Unlessthereis
unanimous acceptance of the Plan by the members of an Impaired Class of Claims, the Court
must also determine that under the Plan the members of such Class will receive property of a
value as of the Effective Date which is not less than the amount that the members of such Class
would receive or retain if the Debtors' assets were liquidated under Chapter 7 of the Bankruptcy
Code.
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Confirmation of Plan Without Necessary A cceptances.

The Plan may be confirmed even if it is not accepted by one or more classesif (a) the
Plan is accepted by at least one Impaired Class of Claims, and (b) the Court finds that the Plan
does not discriminate unfairly against, and isfair and equitable as to each Impaired Class which
has not accepted the Plan.

SABRA MAY SEEK CONFIRMATION UNDER 11 U.S.C. §1129(B) IF LESS THAN
THE REQUIRED CLASSESVOTE TO ACCEPT THE PLAN.

With respect to secured Claims, “fair and equitable’” means the secured creditors must (a)
receive deferred cash with payments equal in value to the value of their Claims and retain the
lien securing their secured Claims, (b) receive alien on the proceeds of the sale of the property
securing their liens, or (c) receive the indubitable equivalent of their Claims.

With respect to unsecured Claims, “fair and equitable” means that (a) unsecured creditors
must receive or retain on the Effective Date property equal to the Allowed amount of the Claim
or (b) holders of Claims or Interests junior to those creditors will not receive or retain any

property.
TREATMENT OF EXECUTORY CONTRACTS

Assumed Contracts

As part of the Plan, the Debtors will assume and assign, as modified in the Plan, the Facility

L ease between them (as modified, the Facility Lease isreferred to as the “M odified Facility
Lease”). The modifications include arevision to the calculation of the annual rent payment
determined in connection with the “ Property Loan and/or Real Estate Investment Trust Payment”
(assuch termisused in the Facility Lease) to reflect the sale of the Weston Assets; the addition
of standard terms regarding approval of third-party agreements for operation of the SNF; and the
addition of certain default provisions.

The defaults and other amounts due under the Facility Lease will be cured and paid
pursuant to the Plan.

Any and all Resident Contracts that have not otherwise (i) expired by their own terms
prior to the Confirmation Date, or (ii) been regjected by the Debtors by motion or within this Plan,
shall be assumed by the Debtors on the Effective Date, and assigned to the Weston Purchaser in
the case of Weston and to the FPG Purchaser, in the case of FPG. All partiesto each Resident
Contract shall retain their contractual rights pursuant to the terms of such Resident Contract. The
Debtors disclosed that they are not in default of the Resident Contracts and therefore there are no
cure amounts due. Any resident trust funds and/or security deposits will be transferred in
accordance with applicable law.

FPG will assume and assign the Medicare provider agreement to the FPG Purchaser on
the Effective Date. The assumption and assignment of the Medicare provider agreement will be
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pursuant to certain conditions mandated by CMS. These conditions are described in detail in the
Plan.

Additionally, unless otherwise rejected by a motion filed with the Court and served on
interested parties, the Debtors shall assume all executory contracts that may exist for services
with various vendors, including medical providers, utility providers, garbage, internet, cable
television, water, electricity, aswell as any insurance policy of the Debtors.

Rejected Contracts

Unless otherwise specifically assumed in the Plan or prior to confirmation of the Plan by
an appropriate motion filed with the Court, all other executory contracts and unexpired leases
not by then assumed or rejected pursuant to a Final Order of the Court shall be deemed
reg ected pursuant to the Plan as of the Confirmation Date. For the avoidance of doubt, any
contract or agreement, whether oral or written between one or both Debtors, on the one
hand, and Castleberg, Anchor, or any other Castleberg-related entity, on the other hand,
shall beregjected on the Confirmation Date.

Proofs of Claim(s) for damages arising out of the rejection of an executory contract or
unexpired lease pursuant to the Plan must be filed with the Court no later than thirty (30) days
after the Confirmation Date. All such Claimsnot filed within thistime shall be forever
barred and extinguished against the Debtors, their Estates, the Weston Purchaser, and the
FPG Purchaser.

LIQUIDATION ANALYSIS

In achapter 7 liquidation scenario, Sabra estimates that unsecured creditors would be
paid 0% of their Claims at Weston, and far less than 100% of their Claims at FPG.

Weston Analysis

The value of the Facility owned by Weston is based off of the tax-assessed valuation by
Marathon County, which indicates that the land (real estate) is valued at $804,400 and the
building (the Facility) is valued at $11,976,800 for atotal of $12,781,200. Marathon County also
estimates the fair market value (for the land and building together) to be $11,853,100, which is
less than the assessed value. The cost of construction of the Facility was approximately
$12,000,000. Weston has disclosed its belief that the Weston Assets have an estimated total
value of $13,000,000. Consequently, Sabra' s Claim against Weston of not less than $17,773,438
would not be paid in full. Because Sabra’'s secured Claim would take priority over al lower
classes, including al unsecured creditors, unsecured creditors would receive nothing in the event
of liquidation.
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FPG Analysis

FPG has no real estate assets. Based on its schedules, FPG'’ s assets and liabilities are as
follows:

Assets: Scheduled Estimated Liquidation Value
Bank Account Balances $104,216.88 $104,216.88
Pre-paid Rent to Weston $820,387.27 $0.00°
Accounts Receivable $83,269.57 $83,269.57
Personal Property $30,892.11 $30,892.11
SNF Bed Licenses $875,000.00 Unknown

Totds: $1,913,765.83 $218,378.56

Liabilities:

Chapter 11 Administrative Claims $380,600.00
Priority Unsecured Claims $218,374.00
FPG DIP Loan Claim $400,000.00
Chapter 7 Administrative Claims $25,000.00
Totadls: $1,023,974
Notes:

& Debtors assert that certain pre-paid rent held by Weston was offset by Weston as part of its filed Claim against FPG (see Claim
No. 7.) Assuming the set-off was appropriate and the Debtors representation regarding the amount of the Intercompany Claimsis
accurate, the resulting value of any pre-paid rents would be $0.00 and no available amounts would be available to distribute in
liquidation.

® The scheduled value of the SNF bed licenses was based off of the original book value on FPG's books.

FPG’s most valuable asset isthe SNF s bed licenses. In aliquidation scenario, Debtors
assert that FPG' s licenses would not be transferrable to any third-party purchaser (unless
Castleberg retained a 33% interest in such purchaser), and therefore would not be saleable or
otherwise transferable. Therefore, FPG estimates a value of $0.00 for the bed licensesin the
event of liquidation.

FPG asserts that FPG’ s liquidation value of the assets other than the SNF' s bed licenses
($218,378.56) would not even cover Administrative Claims of FPG—Iet alone Priority
Unsecured Claims or the FPG DIP Loan Claim (secured by all of FPG’s property). Asaresult,
FPG believesit is unlikely that funds would be available in aliquidation for distribution to
unsecured creditorsin any class.

Sabra believes, on the other hand, that aliquidation sale of al of FPG’s tangible and
intangible assets would be possible as a“change of ownership” controlled by Chapter 50 of the
Wisconsin Statutes, which requires, among other things, that the buyer be approved as a nursing
home operator and that a new license be issued to the buyer. Even if the SNF s tangible and
intangible assets were valued at $1,093,378 to include FPG’ s estimated value of the bed licenses,
however, only $70,000 would be | eft to satisfy General Unsecured Claims and Intercompany
Claims (putting aside Unsecured Insider Claims for purposes of this analysis), which total
$724,753. That is, the holders of General Unsecured Claims and Intercompany Claims against
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FPG would receive less than 10% of their Claimsin aliquidation scenario, compared to the
100% they stand to receive under the Plan.

Based on the Debtors’ representations, it does not appear that either Debtor has valuable
claims or Causes of Action except potential claims and Causes of Action against Insiders and the
holders of Disputed Claims. However, the Debtors have not provided information regarding the
investigation of paymentsto Insiders. Accordingly, while the Plan waives Causes of Action
against most creditors, it does not waive Causes of Action against Insiders or the holders of
Disputed Claims. Asaresult, the value of these claims, which have not yet been properly
evaluated by an independent party, is preserved under the Plan for the benefit of creditors.

CERTAIN FEDERAL INCOME TAX CONSEQUENCESOF THE PLAN

THE INCOME TAX LAWSAPPLICABLE TO RECEIVING A DISTRIBUTION
OR DEDUCTING A LOSSFROM A BANKRUPT ESTATE ARE COMPLEX. SABRA
HASNOT REQUESTED A RULING FROM THE INTERNAL REVENUE SERVICE
NOR HAS SABRA OBTAINED AN OPINION OF COUNSEL WITH RESPECT TO
THESE MATTERS. THUS, NO ASSURANCES CAN BE GIVENASTO THE TAX
CONSEQUENCESOF THE PLAN. EACH HOLDER OF A CLAIM SHOULD
CONSULT ITSTAX ADVISOR TO UNDERSTAND FULLY THE FEDERAL, STATE
AND LOCAL TAX CONSEQUENCESTO THEM OF THE PLAN.

Tax Conseguencesto Creditors

A creditor that receives Cash in satisfaction of its Claim will generally recognize gain or
loss in an amount that is equal to the difference between (i) the amount of Cash received by such
creditor in respect of its Claim (excluding any Cash received in respect of a Claim for accrued
interest) and (i) the creditor’stax basisin its Clam. The character of any gain or loss
recognized as long-term or short-term capital gain or loss or as ordinary income or loss will be
determined by a number of factors, including, anong other things, the tax status of the creditor,
whether the Claim constitutes a capital asset in the hands of the creditor, whether the Claim has
been held for more than one year, and whether and to what extent the creditor previoudy claimed
abad debt deduction (or charged areserve for bad debts) with respect to the Claim. In the case
of a Cash basis creditor, any amounts received that are allocable to a Claim for accrued interest
(unless previously reported as taxable income by the creditor) may be includable as interest
income. Inthe case of an accrua basis creditor, any amounts received that are allocableto a
Claim for accrued interest, to the extent not previously included in grossincome, may be
includable asinterest income. The extent to which consideration distributable under the Plan is
allocable to such interest isnot clear. Creditors are advised to consult their own tax advisors to
determine the amount, if any, of consideration received under the Plan that is alocable to
interest.

DISPUTED CLAIMS

If any objection or opposition is made to the allowance of the Claim or Interest of any
creditor hereunder and such objection or opposition is pending on the date that payments or
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distributions are to be made under the Plan, then no payment or distribution shall be made to
such creditor until an order of the Court determining the validity and amount of such Claim or
Interest is entered and no longer subject to further review or appeal, at which time such payment
and distribution of the amount awarded such creditor shall be made.

Debtors disclose, or it otherwise appears, that the following Claims will be * Disputed
Claims,” which will not receive adistribution unless and until such Claims are Allowed by a
Final Order: Anchor, Castleberg, Copeland Building Corporation; Group; Hoff, Barry & Kozar;
Murdrovich Architects; Sysco Baraboo, LLC. If no objection isfiled with respect to these
Claims on or before the Claim Objection Deadline, then such Claims shall be considered
Allowed notwithstanding this provision.

Unless the Court orders otherwise, objectionsto Claims are due on or before the date that
is 90 days after the Effective Date (the “ Claim Objection Deadling”).

EFFECT OF CONFIRMATION

Except as otherwise provided in the Plan or the Confirmation Order, upon occurrence of
the Effective Date, all assets of Weston shall vest in the Weston Purchaser free and clear of all
Claims, liens, encumbrances and Interests except as provided in the Plan.

Except as otherwise provided in the Plan or the Confirmation Order, the Confirmation
Order, upon occurrence of the Effective Date, all assets of FPG shall vest in the FPG Purchaser
free and clear of all Claims, liens, encumbrances and Interests except as provided in the Plan.

The provisions of the Plan shall be binding upon the Debtors and any creditor, whether or
not such creditor has accepted the Plan and regardless of whether the Claims of such creditor are
Impaired under the Plan. Creditors are enjoined from pursuing Claims against the Debtors, the
Plan Agent, the Weston Purchaser, and the FPG Purchaser except as provided in this Plan.

CONCLUSION
Sabra proposes its Plan because it believes the Plan isin the best interests of al parties.
The Plan maximizes the value of the Debtors’ businesses as going concerns. For these reasons,

Sabra requests that creditors vote in favor of the Plan and specifically indicate their preference
for the Plan on the enclosed ballot.
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