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STEVEN T. GUBNER - Bar No. 156593

RICHARD D. BURSTEIN - Bar No. 56661

REAGAN E. BOYCE - Bar No. 248064

EZRA BRUTZKUS GUBNER LLP

21650 Oxnard Street, Suite 500

Woodland Hills, CA 91367

Telephone: (818) 827-9000

Facsimile: (818) 827-9099

Email: sgubner@ebg-law.com
rburstein@ebg-law.com
rboyce@ebg-law.com

Attorneys for Peter S. Kravitz, Chapter 11 Trustee
UNITED STATES BANKRUPTCY COURT

NORTHERN DISTRICT OF CALIFORNIA

SAN FRANCISCO DIVISION
Inre Case No. 12-32747 HLB
THE ZUERCHER TRUST OF 1999, Chapter 11

Debtor.

CHAPTER 11 TRUSTEE’S MOTION FOR
ENTRY OF AN ORDER (1) APPROVING
SALE PROCEDURES AND OVERBID
PROTECTIONS IN CONNECTION WITH
THE SALE OF CERTAIN REAL
PROPERTY LOCATED AT 2400-2420
BAYSHORE BLVD, SAN FRANCISCO, CA
94134 FREE AND CLEAR OF ALL LIENS,
CLAIMS, ENCUMBRANCES AND
INTERESTS; AND (2) SCHEDULING AN
AUCTION FOR AND HEARING TO
APPROVE THE SALE; DECLARATION
OF PETER S. KRAVITZ; DECLARATION
OF MATTHEW C. SHERIDAN

Hearing Scheduled
Date: August 5, 2014
Time: 10:00 a.m.
Place: Courtroom 23
235 Pine Street
San Francisco, CA 94104
Judge: Hon. Hannah L. Blumenstiel
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COMES NOW Peter S. Kravitz, the duly appointed, qualified and acting chapter 11 trustee
(“Trustee”) for the bankruptcy estate (“Estate”) of debtor, The Zuercher Trust of 1999 (“Debtor”)
and hereby moves (“Motion”) this Court for entry of an order pursuant to sections 11 U.S.C. §§105
and 363 of the United States Code (“Bankruptcy Code”) and Rules 2002, 6004, 6006 and 9014 of
the Federal Rules of Bankruptcy Procedure (each a “Bankruptcy Rule” and collectively, the
“Bankruptcy Rules”): (1) approving the proposed sale procedures and overbid protections
substantially in the form set forth below (“Sale Procedures”) in connection with the proposed sale at
auction (“Auction”) of that certain real property located at 2400-2424 Bayshore Blvd, San
Francisco, CA 94134 (with any personal property that may be located thereon, the “Bayshore
Property”) free and clear from all liens, claims, encumbrances and interests with any disputed liens,
claims, encumbrances and interests to attach to the net sale proceeds; and (2) confirming the date of
the Auction and date of the hearing (“Sale Hearing”) to consider the motion for approval of the sale
(“Sale Motion”).

This Motion is based on the concurrently filed Declarations of Peter S. Kravitz, chapter 11
trustee (“Kravitz Dec.”) and Matthew Sheridan of ARA Pacific (“Sheridan Dec.”). The legal points
and authorities supporting the Sale Motion, including the notice required under Rule 6004, will be
included in the papers to be filed in conjunction with that motion. This Motion merely seeks the
Court’s approval of the proposed bidding procedures which are to be conveyed to interested parties
by formal notice in advance of the Sale Hearing.

In the Sale Motion, the Trustee will seek Court authorization to sell the Bayshore Property
free and clear of all liens, claims, interests and encumbrances, as well as all personal property of the
Debtor located on the Bayshore Property, to Mr. Rasmi Zeidan and any designee or assignee
(collectively “Zeidan™).

I INTRODUCTION

The Debtor was at all times relevant herein the owner of the Bayshore Property. Mr. Sterling

Heatley (“Heatley”) claims to be the minority owner of an 11.5% interest in the Bayshore Property.

On September 26, 2012 the Debtor filed its voluntary petition under chapter 11 of title 11 of the

2
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Bankruptcy Code. Thereafter, the Court found the Debtor to have grossly mismanaged Estate assets
and following a further evidentiary hearing in January 2013 ordered the Debtor removed from
possession and appointed a chapter 11 trustee. On January 31, 2013 Peter S. Kravitz was appointed
as the chapter 11 trustee and has served in that capacity to the present time. Following his
appointment, the Trustee negotiated the sale of two other Estate assets pursuant to section 363 which
sales were approved by Court Order entered June 10, 2013. The order approving sale of the two
assets is currently on appeal by the Debtor. The Bayshore Property is currently the sole operating
property of the Estate and the only source of immediate funds from which creditors can be paid.'
(Kravitz Dec. 92.)

As the Bayshore Property is the only currently available source of funds to pay creditors, and
the Bayshore Property operates on a very thin margin, the Trustee has decided that the sale of this
asset is in the best interest of the Estate, its creditors and Debtor. (Kravitz Dec. 93.) The Court, after
considering the input of the Trustee and interested parties, has directed that any sale be subject to
auction so as to allow for any interested overbidders to make a higher or better offer for the purchase
of the Bayshore Property. Pursuant to the Court’s July 3, 2014 Order, the Trustee will therefore
serve notice of the proposed auction and hearing on the Sale Motion in order to attract additional
bidders who may present an overbid pursuant to the procedures set forth herein.

II. THE PROPOSED SALE

Currently the Trustee is overseeing the daily operations of the Bayshore Property via his
retained property manager Jackson Group Property Management. (Kravitz Dec. §2.) Repairs and
overdue maintenance have been completed to the extent possible with the limited resources available
to the Trustee. (Kravitz Dec. §2.) The Trustee retained his Court approved brokers Madison Partners
and ARA Pacific to market and sell the property. ARA Pacific is located in the Bay Area and has
extensive experience in the marketing and sale of mixed use residential and commercial properties in

the San Francisco area. (Sheridan Dec. §1.) Based on the opinions and advise of his brokers the

! The Trustee has also filed an adversary proceeding against three LLC entities wholly owned by the Debtor’s principal, Monica
Hujazi, in which the Trustee is seeking to avoid and recover five parcels of property also believed to belong to the Estate — Kravitz v

Peninsula Commons, LLC, et al proceeding number 13-03046-HLB.
3
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Trustee believes the Bayshore Property has a current fair market “AS IS” value of $3,000,000 to
$3,500,000. (Kravitz Dec. 94.)

The Trustee engaged the services of Madison Partners and ARA in the fall of 2013. The
Trustee has been soliciting offers for the Bayshore Property based on his brokers’ advice, the
Trustee’s personal investigation of the Bayshore Property and surrounding conditions, and the
records and files available to the Trustee. (Kravitz Dec. 95.) After months of marketing by the
Trustee’s brokers, the Trustee has now entered into a contract with Zeidan for the sale of the
Bayshore Property for an all cash purchase price of $3,050,000 subject to overbid and Court
approval. (Kravitz Dec. 95; Sheridan Dec. 95.) Below is a summary of the key terms of the proposed
sale to Zeidan.

1. Sale of the Bayshore Property for an all cash price of $3,050,000 free and clear of all
liens, claims, interests and encumbrances, with any disputed liens, claims, interests and
encumbrances to attach to the sale proceeds;

2. In addition to the regular notice requirements, notice of the Sale Hearing is to be
posted on each unit at the Property;

3. The sale is an “AS IS, WHERE IS, WITH ALL FAULTS” sale;

4. The sale of the Bayshore Property shall be subject to overbid at auction;

5. The sale will be subject to final approval by the Court.

III. THE SALE PROCEDURES

Pursuant to Bankruptcy Rule 6004(f)(1), sales of property outside the ordinary course of
business may be by private sale or auction. The Trustee has contracted with a potential purchaser for
the sale of the Bayshore Property and at the direction of the Court now seeks to conduct an auction
at which the contracted sale price to Zeidan will be subjected to potential higher and better offers.
Exposure of the Bayshore Property to sale at Auction can only increase the benefit to the Estate. The
current contracted sale price is within the range of value that the Trustee has established for the
Bayshore Property. (Kravitz Dec. 94.) By subjecting the proposed sale to auction and overbid, the
potential to increase the ultimate sale price can only result in a greater, but not lesser, benefit to the

Estate.

4
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The Auction will be conducted at the same time as the Sale Hearing on the Sale Motion and
in accordance with the procedures established and approved by the Court through this Motion. The
proposed overbid procedures are as follows:

A. The Bayshore Property is to be Sold Free and Clear.

The specifics of the sale of the Bayshore Property will be set forth in the Sale Motion. Notice
as required by Rule 6004 will be provided with the Sale Motion papers. The Bayshore Property shall
be sold free and clear of all liens, claims, interests and encumbrances with all disputed liens, claims,
interests and encumbrances to attach to the net sale proceeds with the same validity, amount and
priority, if any, as the disputed lien, claim, interest or encumbrance currently has, if any.

B. Notice of the Motion.

The Trustee proposes to serve the Notice of the Court approved Bid Procedures, Auction and
Sale Hearing within ten days after entry of the order on this Bid Procedure Motion, by first class
mail, personal service, or electronic means where prior agreement exists, upon all creditors,
interested parties, all parties who have contacted the Trustee or his brokers and indicated an interest
in the Bayshore Property, all entities known to have asserted an interest in or upon the Bayshore
Property, all tenants who reside at the Bayshore Property, and all entities required to be served by
Bankruptcy Rule 2002.

C. Submission of Offers.

Any person or entity (“Potential Purchaser”) interested in submitting a bid on the Bayshore
Property will be directed to deliver an offer to Peter S. Kravitz, c/o Steven T. Gubner or Richard D.
Burstein at Ezra Brutzkus Gubner LLP, 21650 Oxnard Street, Suite 500, Woodland Hills, CA 91367,
Tel: (818) 827-9000, Facsimile: (818) 827-9099, email: sgubner@ebg-law.com or rburstein@ebg-

law.com, so that such bid is actually received no later than 5:00 p.m. (prevailing Pacific Time) five

(5) business days before the scheduled Sale Hearing and Auction date (each such offer shall be
referred to hereinafter as an “Offer”). Counsel for the Trustee shall circulate copies of all Offers to
Mr. Zeidan, counsel for Heatley, and such other parties as the Court may direct.

In order to submit an Offer and participate in the Auction for the sale of the Bayshore

Property, any Potential Purchaser must be deemed a “Qualified Bidder” as set forth below.

5
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1. Deposit.

An Offer shall be accompanied by a cashier’s check or otherwise confirmable method of
transfer in the amount of twenty-five percent (25%) of the Offer (the “Deposit”) which will be either
credited against the purchase price in the event the Court approves a sale of Bayshore Property to
such overbidder(s), or returned to such overbidder in the event that a different bidder(s) is the
successful bidder(s). The Sale Motion may provide that any such deposit made by a Qualified Bidder
who ultimately becomes the successful bidder (“Successful Bidder”) shall be subject to a liquidated
damages provision should the sale of Bayshore Property fail to close as the result of an act or
omission or other malfeasance of the Successful Bidder. All Deposits will be held in a segregated
account until after the Auction is complete.

2. Proof of Good Funds.

An offer must contain the information, satisfactory to the Trustee in his sole discretion,
which demonstrates that the Potential Purchaser has sufficient cash on hand or a binding financial
commitment from an established, commercial, financial institution in good standing to ensure that
such Potential Purchaser has the ability to close and will in fact close the transaction within the time
frame established; such financial information includes, but is not limited to, certified financial
statements from the Potential Purchaser.

3. Minimum Overbid Amounts.

An Offer on the Bayshore Property must be a minimum initial overbid of $3,150,000.00
(which equals the contracted Zeidan sale price plus $100,000.00). Each subsequent overbid must be
in an increment of at least $25,000.00. Only Potential Purchasers who meet the conditions set forth
in this section “C” shall be deemed qualified bidders (“Qualified Bidders”) who are eligible to
submit overbids at the Auction.

4, No Right of Objection to Other Bidders.

The Trustee in his sole discretion shall determine whether an Offer has satisfied all of the
conditions set forth above. Neither Zeidan or Heatley, nor any Potential Bidder may object to the
designation of another Potential Bidder, as a Qualified Bidder. Any Offer that satisfies the conditions

set forth in section “C” shall be deemed a “Qualified Bid.” Zeidan is deemed a Qualified Bidder and

6
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has submitted a Qualified Bid. If a Qualified Bid is received, Zeidan shall have the right to submit
subsequent overbid(s) to the Trustee at any time prior to the Auction/Sale Motion hearing date to be
set for the Bayshore Property.

D. The Auction and Selection of the Successful Bid.

Unless otherwise ordered by the Court, the Auction will be conducted at the same time and
date as the Sale Hearing, at a time and date to be disclosed by future notice, in courtroom 23 of the
United States Bankruptcy Court for the Northern District of California, located at 235 Pine Street,
San Francisco, CA 94104, a minimum of thirty days after the Court enters an order approving the
Bid Procedures.

Only parties who have timely submitted a Qualified Bid and are determined to by Qualified
Bidders will be permitted to participate in and/or make any statements on the record at the Auction,
unless otherwise ordered by the Court. All Qualified Bidders must appear in person at the Auction,
or through a representative with authorization to bind the Qualified Bidder to any bid made. If
multiple Qualified Bids satisfying all Auction requirements are received by the deadline set forth in
section “C” above, each Qualified Bidder shall have the right to continue to improve its bid at
Auction. The Auction will be an “open format” such that all participants are required to inform the
Court at the podium of their subsequent bids.

The Trustee may conduct the Auction in the manner that the Trustee determines will result in
the highest, best or otherwise financially superior offer(s) for the Bayshore Property provided that
such manner in not inconsistent with the provisions set forth herein or with the Bankruptcy Code.

E. Return of Deposit.

As noted above in paragraph C.1, Deposits of all Qualified Bidders shall be held in a
segregated account. All Deposits from unsuccessful bidders shall be returned within the third
business day after the Auction has been completed.

F. Closing.

The Sale Motion shall seek an order further authorizing the Trustee to execute any and all
documents, assignments, consents or instruments on behalf of any third party, including the holders

of any liens, claims, interests or encumbrances identified in the Sale Motion or in this Motion, and/or

7
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any and all documents which are reasonably necessary or appropriate to effectuate or consummate
the sale of the Bayshore Property and transfer good and clean title to Zeidan or the Successful
Bidder(s) as required by a title insurance company.
V. CONCLUSION

The Trustee believes that the Sale Procedures set forth above provide adequate and
appropriate notice for sale of the Bayshore Property and will enable the Trustee to review, analyze
and compare all bids received to determine which bids are in the best interest of Debtor’s Estate and
its creditors. The Trustee further believes that the Sale Procedures are fair and reasonable under the
circumstances. The Trustee therefore respectfully requests that the Court approve the Sale
Procedures and this Motion in its entirety.

Respectfully submitted.
DATED: July 8, 2014 EZRA BRUTZKUS GUBNER LLP

By:

‘fceagan E"jBoyce
Attorneys for, Peter S. Kravitz,
Chapter 11 Trustee
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DECLARATION OF PETER S. KRAVITZ, CHAPTER 11 TRUSTEE

I, PETER S. KRAVITZ, declare:

1. I am the duly qualified and acting Chapter 11 Trustee in the above-captioned case. I
make this Declaration in support of my Motion For Entry Of An Order (1) Approving Sale
Procedures And Overbid Protections In Connection With The Sale Of Certain Real Property
Located At 2400-2420 Bayshore Blvd, San Francisco, CA 94134 Free And Clear Of All Liens,
Claims, Encumbrances And Interests; And (2) Scheduling An Auction For And Hearing To Approve
The Sale. I have personal knowledge of the facts stated herein and if called to testify as a witness, I
could and would competently so do. Any capitalized terms not herein defined shall have the same
meaning ascribed to them in the Motion.

2. I was appointed as the chapter 11 trustee for the Debtor’s Estate in January 2013.
Following attempts to work with Debtor’s principal and Heatley to oversee and manage the day to
day business operations of the Bayshore Property, and given the amount of time required to address
same, I decided to hire Jackson Group Property Management (“Jackson”) to run the day to day
business operations of the Bayshore Property. Jackson has been managing the property since January
2014. At the present time, the Bayshore Property is the only operating asset of the Debtor’s Estate. I
have approved the repair and maintenance of the Bayshore Property to the full extent possible given
the resources available to the Estate.

3. Currently, the Bayshore Property is the only available source of funds to pay
creditors. The operating margin of the Bayshore Property is very small. Given the amount of claims
against Debtor and the nominal net monthly proceeds currently generated by the Bayshore Property I
have determined, in my business judgment that the sale of this asset is in the best interest of the
Estate, its creditors and the Debtor.

4. I retained and the Court approved real estate brokers Madison Partners and ARA
Pacific to market and sell the Bayshore Property. Madison Partners is familiar with bankruptcy sales
and the controlling rules. ARA Pacific is located in the Bay Area and has extensive experience in the
marketing and sale of mixed use residential and commercial properties in the San Francisco area.

Based on the opinions and advise of my brokers I believe the Bayshore Property has a current fair

9
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market “AS IS” value of between $3,000,000 to $3,500,000. Based on the various offers received,
the due diligence conducted over the last six months by various interested parties, and the reports
and inspections completed to date, the proposed sale price of the Bayshore Property is in line with
market conditions.

5. Since | engaged the services of Madison Partners and ARA in the fall of 2013, I have
been soliciting offers for the Bayshore Property based on my brokers’ advice, my own personal
investigation of the Bayshore Property and surrounding conditions, and the records and files, reports
and inspections obtained through my own as well as third party efforts. After six plus months of
marketing | have entered into a contract with Rasmi Zeidan for the sale of the Bayshore Property.
The sale is for an all cash purchase price of $3,050,000 subject to overbid and Court approval.
Attached hereto as Exhibit “1” is a true and correct of copy of the Purchase Agreement.

| declare under penalty of perjury under the laws of the United States of America that the
foregoing is true and correct.

Executed this 9t day of July, 2014, at Agoura Hills, California.

Peter(S Kravitz

10
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DECLARATION OF MATT SHERIDAN

[, Matthew C. Sheridan declare as follows:

1. I am a California licensed real estate agent and Senior Vice President of ARA Pacific,
the Court approved local real estate broker the Trustee has employed to list, market and sell the real
property located at 2400 Bayshore Blvd./5-15 Leland Avenue, San Francisco, CA, (the “Bayshore
Property”). 1 and my co-brokers have extensive experience marketing and selling real estate, both
commercial and residential, in the Bay Area. I have personal knowledge of the facts set forth herein
and am competent to make them. If [ was called as a witness, I could and would competently testify
thereto. Any capitalized terms not defined herein shall have the same meaning ascribed to them in
the Trustee’s Motion.

2. Since the Court approved ARA Pacific and Madison Partners to market and sell the
Bayshore Property by Order entered December 12, 2013 and in full compliance with the terms of the
Court’s Order entered February 14, 2014, ARA has marketed the Bayshore Property in a
commercially reasonable manner. Efforts undertaken include listing the Bayshore Property through
the ARA marketing channels, on the MLS and LoopNet. In addition to electronic media, hard copy
marketing materials were custom prepared and sent out to thousands of potential interested buyers
and brokers. In addition, Phill Boersma, also of ARA, and I have conducted hundreds of personal
telephone calls, sent out individual and group email blasts, and conducted both private and broker
tours of the Bayshore Property. Results from these marketing efforts were communicated to the
Trustee and his counsel on a regular basis, including formal monthly reports which included
statistical data which I understand was included in the Trustee’s monthly reports filed with the
Court.

3. Throughout the marketing period, multiple offers have been received. The Trustee
has with our assistance negotiated with more than one buyer for a potential contract to bring to the
Court for approval. Even during contingency periods while a potential buyer was conducting
inspections and a general agreement of terms had been agreed upon as between the Trustee and a
potential buyer, our marketing efforts did not cease. The first potential buyer entered into a

contingent contract which contingency period was extended through May 16, 2014 before the
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potential buyer declined to remove the final inspection contingency before the expiration period.
Thereafter a second potential buyer inspected the property in late May/early June and made an offer.
Following several rounds of negotiations, terms were agreed upon, contingencies removed and a
final contract has been executed in full.

4. On June 23, 2014, Mr. Zeidan agreed to remove the last of the pending contingencies
pursuant to the terms offered by the Trustee. Upon receiving confirmation of final contingency
removal, I communicated this news to the Trustee and his counsel who prepared a formal contract
memorializing the terms of the sale. I received the contract from Trustee’s counsel on June 25, 2014
and forwarded it to Mr. Zeidan and his broker the same day. An executed copy was returned to me
by Mr. Zeidan on July 1, 2014. The price and terms resulted from negotiations that were successful
in removing all contingencies to sale, many of which would have made ultimate consummation of an
agreement problematic had they remained in place.

6. The first potential purchaser who entered into a contingent contract with the Trustee
was called Veritas Property S-1, LLC, a well-known real estate investor in the Bay Area. I am very
familiar with this investment group, have worked with them on other properties in the past and am
aware that their group controls a $750 million property portfolio. Veritas also has a very good
reputation in the real estate community and are considered a good group to work with. Other offers
received at or around the same time as the Veritas group were from smaller entities without cash
purchase capabilities, or were otherwise less well known or lacked a current presence in San
Francisco. Veritas made an initial offer which went through several rounds of negotiations with the
Trustee before a final contract; contingent only upon Veritas removing the inspection contingency
was reached. Throughout this extended contingency period, the Bayshore Property remained on the
market, all listings remained in place and additional inquiries, although no new offers, were received
through the MLS, LoopNet and ARA channels. Ultimately, Veritas declined to remove the
inspection contingency before the last and final deadline extension granted by the Trustee.

7. Upon Veritas letting the contingent contract expire ARA resumed prior and new
marketing efforts to continue to market the Bayshore Property through the June 27, 2014 deadline

set by the Court. On June 9 a new offer was received from the newly confirmed buyer, Rasmi
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I || Zeidan. Mr. Zeidan was determined to be a viable purchaser capable of meeting the Trustee’s terms

-

and negotiations followed. After just a few short weeks of offer/counter-offer exchanges, inspections
3 fand due diligence, terms were reached, and a final has been executed.

4 8. In full compliance with the Court’s Order, all references to the Zuercher Trust
5 | bankruptcy action, stalking horse buyers or overbids were removed from the original marketing
6 |materials after February 14, 2014. Copies were forwarded to the Trustee’s attorneys and as I
7 |lunderstand, through them to counsel for Sterling Heatley’s counsel who had requested copies of the
8 | marketing materials in use.

9 I declare under penalty of perjufy under the laws of the United States of America that the
10 || foregoing is true and correct.

1 Executed this 9tRlay of July 2014 in San Francisco, California.

DocuSigned by:

5 Mattlew (. Sheridan

gereye+Sheridan
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1 EXHIBIT “1”

[

Purchase Agreement for Bayshore Property
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