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Cassidy R. Kitterman, Esg. (Ariz. Bar No. 038070)
ckitterman@talglaw.com

TALG, LTD.

7150 East Camelback Rd., Suite 444

Scottsdale, AZ 85251

Telephone: (949) 502-7715

Facsimile: (949) 266-8406

Attorneys For Quadrant Mezz Fund LP

IN THE UNITED STATES DISTRICT COURT

FOR THE DISTRICT OF ARIZONA

United States Securities and Exchange Case No.: 2:23-cv-02470-DLR
Commission,
QUADRANT MEZZ FUND LP’S
Plaintiff, MOTION FOR LEAVE TO
INTERVENE TO FILE AND BE
V. HEARD ON ITS
Jonathan Larmore, et al., ORDERS (I) APPROVING (A) THE
ENGAGEMENT AND
Defendants, and COMPENSATION OF MARCUS &
MILLICHAP REAL ESTATE
Michelle Larmore; Marcia Larmore; CSL INVESTMENT SERVICES AS
Investments, LLC; MML Investments, BROKER FOR THE SALE OF THE

. Qni - . PROPERTIES, (B) THE SALE AND
LLC; Spike Holdings, LLC; and IMMAL AUCTION PROCEDURES FOR THE

Investments, LLC, SALE OF THE PROPERTIES; (II)
. APPROVING THE SALE OF THE
Relief Defendants. PROPERTIES AFTER AUCTION,

FREE AND CLEAR OF ALL LIENS,
CLAIMS, ENCUMBRANCES AND
INTERESTS; AND (III) GRANTING
RELATED RELIEF

Quadrant Mezz Fund, LP, (“Quadrant”) respectfully moves this Court pursuant
to Rule 24 of the Federal Rules of Civil Procedure for leave to intervene in the above
captioned case in order to defend its interests and, particularly, to file and be heard on
its attached Limited Opposition to the Receiver’s Motion For Orders (I) Approving (A)

The Engagement And Compensation Of Marcus & Millichap Real Estate Investment
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Services As Broker For The Sale Of The Properties, (B) The Sale And Auction
Procedures For The Sale Of The Properties; (I11) Approving The Sale Of The Properties
After Auction, Free And Clear Of All Liens, Claims, Encumbrances And Interests; And

(111) Granting Related Relief (the “Limited Objection’), which is attached as Exhibit A.

A proposed order on this Motion is attached hereto as Exhibit B. Quadrant would
respectfully show as follows:

JURISDICTION AND VENUE

1. This Court has jurisdiction to consider the Motion pursuant to 15 U.S.C.
8§ 78aa. Venue is proper before this Court pursuant to 15 U.S.C. 8§ 78aa(a) and 80b-14.

2. The statutory predicate for the relief requested in this Motion is Rule 24
of the Federal Rules of Civil Procedure (the “Federal Rules™).

FACTS

3. On November 28, 2023, the Securities & Exchange Commission (“SEC”)
commenced the above-captioned action against Jonathan Larmore, ArciTerra
Companies, LLC, ArciTerra Note Advisors I, LLC, ArciTerra Note Advisors |11, LLC,
ArciTerra Strategic Retal Advisors, LLC and Cole Capital Funds, LLC as defendants

(hereafter, the “Receivership Defendants”), and Michelle Larmore, Marcia Larmore,

CSL Investments, LLC, MML Investments, LLC, Spike Holdings, LLC and JMMAL
Investments as relief defendants.
4. On December 21, 2023, this Court entered an order (the “Receivership

Order”) establishing a receivership estate (the “Receivership Estate”) over, and

appointing Allen Applebaum as receiver (the “Receiver”) for, the Receivership

_D-
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5. Defendants and certain of their affiliated entities (collectively, the

“Receivership Entities”) [Dkt. No. 77]. The Receivership Order also enjoined non-

parties to this action, such as Quadrant, from accelerating their debt and enforcing their
rights as secured creditors of any of the Receivership Entities

6. Specifically, Quadrant is the lender under a $10,000,000 mezzanine loan
(the *“Mezzanine Loan”) made to certain of the Receivership Entities (the “Mezzanine
Borrowers”). The Mezzanine Loan is secured by the interests of the Mezzanine
Borrowers in certain single purpose entities that own real property and improvements

7. located in Colorado, Indiana, Georgia, Illinois, lowa, Louisiana, New
York, North Carolina and Texas (collectively, the “Properties”). A more detailed
description of the Mezzanine Loan and the Properties is contained in the Limited
Opposition, and incorporated herein.

8. The Mezzanine Borrowers are in default of their obligations under
Mezzanine Loan, and Quadrant is currently enjoined under the Receivership Order from
enforcing its rights under the Mezzanine Loan, notwithstanding that it is not currently a
party to this action.

The Motion

9. On July 2, 2025, the Receiver filed the Motion For Orders (I) Approving
(A) he Engagement And Compensation Of Marcus & Millichap Real Estate Investment
Services As Broker For The Sale Of The Properties, (B) The Sale And Auction
Procedures For The Sale Of The Properties; (I11) Approving The Sale Of The Properties

After Auction, Free And Clear Of All Liens, Claims, Encumbrances And Interests; And

_3-
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10.  (Il) Granting Related Relief [Dkt. No. 394] (the Motion™), seeking

approval of procedures relating to the sale of the Properties. The deadline to object to

the Motion is July 16, 2025 (the “Objection Deadline”).

11.  As set forth in detail in the Limited Opposition, which is incorporated
herein, the Motion adversely impacts Quadrant’s rights under the Mezzanine Loan, and
its right to be paid the proceeds from the sale after the payment of a senior loan secured
by the Properties, and prior to any payment or distribution to the Receivership Estate or
its creditors.

12.  Quadrant shows, via the attached Limited Objection, that it is entitled to
intervene pursuant to Rule 24(a)(2) of the Federal Rules as a matter of right, as its rights

may be adversely affected by the approval of the Sale Motion.

13.  Rule 24 of the Federal Rules permits any party that “claims an interest
relating to the property or transaction that is the subject of the action, and is so situated
that disposing of the action may as a practical matter impair or impede the movant’s
ability to protect its interests” to intervene in a federal lawsuit. Fed. R. Civ. P. 24(a)(2).
This Court interprets Rule 24(a)(2) to require a prospective intervenor to satisfy four
requirements to intervene as a matter of right: “(1) the motion must be timely; (2) the
applicant must claim a ‘significantly protectable’ interest relating to the property or
transaction which is the subject of the action; (3) the applicant must be so situated that
the disposition of the action may as a practical matter impair or impede its ability to
protect that interest; and (4) the applicant’s interest must be inadequately represented by

the parties to the action.” Arizonans for Fair Elections v. Hobbs, 335 F.R.D. 269, 273

~4 -
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(D. Az. 2020) (citing Wilderness Soc. v. U.S. Forest Serv., 630 F.3d 1173, 1177 (9th Cir.
2011).

14.  Quadrant has satisfied all of these requirements and, as a result, is entitled
to intervene to defend its interests.

15.  This motion to intervene is timely because it is being filed by the Objection
Deadline for the sale Motion.

16.  Quadrant has a significantly protectable interest in the sale process.

17.  As set forth in more detail in the Limited Objection, the Sale Motion fails
to maximize the value of sale proceeds, and recognize the priority of Quadrant’s security
interests over any interest of the Receivership Estate and its creditors in any sale

proceeds because, among other things:

() The sale procedures do not require that Quadrant’s claim under
the Mezzanine Loan be paid before any benefit can flow to the
Receivership Estate, and default interest will continue to
accrue to the detriment of the Receivership Estate and its
creditors until Quadrant’s claim is paid in full; and

(i)  Thereserve price (the “Reserve Price”) for the Properties at the
Auction is so artificially low, and below market, that a sale at
the Reserve Price would not result in sufficient sale proceeds
for Quadrant to recover even the outstanding principal due

under the Mezzanine Loan, and there would be no funds

_5-
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available for any distribution to the Receivership Estate and its
creditors at the Reserve Price.
18.  Additionally, Quadrant has a substantial interest in this action because it s
currently subject to the injunction set forth in the Receivership Order, notwithstanding

that it is not currently a party to this action.

19.  Neither the SEC nor the defendants in this case can represent Quadrant’s
interests in these proceedings because the interests of the SEC and the defendants are
adverse to Quadrant’s interest in having proceeds of the proposed sale used to pay the

Mezzanine Loan.

20.  Counsel for Quadrant is prepared to participate in the hearing on the Sale
Motion.

WHEREFORE, Quadrant prays that this Motion be granted and that this Court
direct that the attached Limited Objection be filed, and that counsel for Quadrant may
participate in any hearing on the Sale Motion, and for such other and further relief to
which Quadrant is entitled.

Dated: July 16, 2025 Respectfully submitted,

TALG, LTD.

By: /s/ Cassidy Kitterman

Cassidy Kitterman, Esq.

Attorneys for Quadrant Mezz Fund LP

~6-
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TALG, LTD.

7150 East Camelback Rd., Suite 444
Scottsdale, AZ 85251

Telephone: (949) 502-7715
Facsimile: (949) 266-8406

Attorneys For Quadrant Mezz Fund LP?

United States Securities and Exchange
Commission,

Plaintiff,
V.
Jonathan Larmore, et al.,
Defendants, and
Michelle Larmore; Marcia Larmore; CSL
Investments, LLC; MML Investments,
LLC; Spike Holdings, LLC; and IMMAL

Investments, LLC,

Relief
Defendants.

Case 2:23-cv-02470-DLR  Document 399  Filed 07/16/25
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Cassidy R. Kitterman, Esg. (Ariz. Bar No. 038070)

IN THE UNITED STATES DISTRICT COURT

FOR THE DISTRICT OF ARIZONA

Case No.: 2:23-cv-02470-DLR

QUADRANT MEZZ FUND LP’S
LIMITED OPPOSITION TO THE
RECEIVER’S MOTION FOR
ORDERS (I) APPROVING (A) THE
ENGAGEMENT AND
COMPENSATION OF MARCUS

& MILLICHAP REAL ESTATE
INVESTMENT SERVICES AS
BROKER FOR THE SALE OF THE
PROPERTIES, (B) THE SALE AND
AUCTION PROCEDURES FOR THE
SALE OF THE PROPERTIES;

(II) APPROVING THE SALE OF
THE PROPERTIES AFTER
AUCTION, FREE AND CLEAR OF
ALL LIENS, CLAIMS,
ENCUMBRANCES AND
INTERESTS; AND (III) GRANTING
RELATED RELIEF

Quadrant Mezz Fund, LP, (*“Quadrant”) as and for its limited opposition to the

Receiver’s Motion For Orders (1) Approving (A) The Engagement And Compensation Of

Marcus & Millichap Real Estate Investment Services As Broker For The Sale Of The

! Bruce J. Zabarauskas, Esq. of Holland & Knight LLP will be filing a motion shortly to

appear pro hac vice as co-counsel for Quadrant In this case.

QUADRANT MEZZ FUND’S LIMITED OPPOSITION TO RECEIVER’S MOTION
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Properties, (B) The Sale And Auction Procedures For The Sale Of The Properties; (1)
Approving The Sale Of The Properties After Auction, Free And Clear Of All Liens,
Claims, Encumbrances And Interests; And (111) Granting Related Relief [Dkt. No. 394],
would respectfully show as follows:

1. On November 28, 2023, the Securities & Exchange Commission
commenced the above-captioned action against Jonathan Larmore, ArciTerra
Companies, LLC, ArciTerra Note Advisors Il, LLC, ArciTerra Note Advisors Ill, LLC,
ArciTerra Strategic Retal Advisors, LLC and Cole Capital Funds, LLC as defendants

(hereafter, the “Receivership Defendants”), and Michelle Larmore, Marcia Larmore,

CSL Investments, LLC, MML Investments, LLC, Spike Holdings, LLC and JMMAL
Investments as relief defendants.
2. On December 21, 2023, this Court entered an order (the “Receivership

Order”) establishing a receivership estate (the “Receivership Estate”) over, and

appointing Allen Applebaum as receiver (the “Receiver”) for, the Receivership
Defendants and certain of their affiliated entities (collectively, the “Receivership
Entities”), including without limitation the Senior Borrowers (as hereafter defined) and
the Mezzanine Borrowers (as hereafter defined), who are not defendants to this action.
[Dkt. No. 77]. The Receivership Order also enjoined non-parties to this action, such as
the Senior Lender (as hereafter defined) and Quadrant, from accelerating their debt and
enforcing their rights as secured creditors of any of the Receivership Entities (who are

also not defendants in this action).
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The Senior Loan

3. On or about February 1, 2020, Grass River Real Estate Credit Partners Loan
Funding, LLC (*Grass River”) made a loan (the “Senior Loan”) in the original principal
amount of $60,000,000 to the entities listed in the chart below (collectively, the “Senior
Borrowers”).? Each of the Senior Borrowers is a special purpose entity, owning only the

real property and improvements (collectively, the “Properties”) described below.

Senior Borrower

Properties

AT Seven Hills Aurora Co Il,
LLC

18511, 18581, 18757 and 18883 E.
Hampden Avenue, Aurora, Colorado
80013

AT ALTUS Cumberland CA I,
LLC

2997 and 2999 Cumberland Blvd.,
Smyrna, Georgia 30339

AT Eastman GA Il, LLC

970 Indian Drive, Eastman, Georgia
31023

ATA Lanier Fayetteville GA I,
LLC

320 West Lanier, Fayetteville, Georgia
30214

AT PT Danville IL 11, LLC

22 West Newell Road, Danville, Illinois
61834

AT New Lenox IL-Inline II,
LLC

2021 East Laraway Road, New Lenox,
Illinois 60451

AT Auburn Plaza IN II, LLC

506 N. Grandstaff Drive, Auburn,
Indiana 46706

AT Plainfield Village II, LLC

160 Plainfield Village Drive, Plainfield,
Indiana 46168

Arciterra Westgate Indianapolis
INIILLLC

5173 W. Washington Street, Indianapolis,
Indiana 46241

AT HL Burlington IA 11, LLC

3351 Agency Street, Burlington, lowa
52601

AT Ville Platte LA 1I, LLC

925 E. LaSalle Street, Villa Platte,
Louisiana 70586

AT Sweden NY II, LLC

1561 Nathaniel Poole Trail, Brockport,
New York 14420

2 Each of the Senior Borrowers is a Receivership Entity, except for AT Plainfield Village
I, LLC and Arciterra Westgate Indianapolis IN 11, LLC (collectively, the “Senior Indiana
Receivership Borrowers™), which are subject to a separate, receivership proceeding which
is pending before the Indiana state court ethe “Indiana State Court”).
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AT Mayodan NC II, LLC 131 Commerce Drive, Mayodan, North
Carolina 27027
AT Longview TX II, LLC 711 Estes Drive, Longview, Texas 75602
4, Each of the Senior Borrowers granted a deed of trust or mortgage in such

Properties to Grass River, along with an assignment of the leases and rents therefrom, to
secure its obligations under the Senior Loan. The Senior Loan is serviced by 3650 REIT
Loan Servicing LLC, as special servicer (“3650,” and together with Grass River, the

“Senior Lender”).

5. The non-default interest rate under the Senior Loan in 3.67% and default
interest is an additional 5% over the non-default rate, capped at the maximum rate
allowed by law. The Senior Lien is governed by New York law.

6. The Motion states that the Senior Lender asserts that the outstanding
amount due under the Senior Loan is approximately $69,200,000, which includes
approximately $6,000,000 in default interest through July 1, 2025 and a prepayment
premium of $8,300,000. Motion at § 1. However, the Receiver asserts that it can satisfy
the Senior Loan through a combination of defeasance at a cost of $55,000,000 to
$57,000,000 plus the payment of approximately $6,000,000 from sale proceeds. Motion
at{ 5.

The Mezzanine Loan

7. Each of the Senior Borrowers is a single member Delaware limited liability
company and is wholly owned by the entities listed in the chart below (hereafter, the

“Mezzanine Borrowers”). The sole asset of each Mezzanine Borrower is its 100%

ownership interest in the corresponding Senior Borrower:

-4 --
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Mezzanine Borrower

Senior Borrower

AT Seven Hills Aurora Member,
LLC

AT Seven Hills Aurora Co Il, LLC

AT ALTUS Cumberland Member,
LLC

AT ALTUS Cumberland CA 11,
LLC

AT Eastman Member, LLC

AT Eastman GA Il, LLC

ATA Lanier Fayetteville Member,
LLC

ATA Lanier Fayetteville GA Il, LLC

AT PT Danville Member, LLC

AT PT Danville IL 1l, LLC

AT New Lenox-IL Member, LLC

AT New Lenox IL-Inline Il, LLC

AT Auburn Plaza Member, LLC

AT Auburn Plaza IN II, LLC

AT Plainfield Village Member, LLC

AT Plainfield Village Il, LLC

Arciterra Westgate Indianapolis
Member, LLC

Arciterra Westgate Indianapolis IN
I, LLC

AT HL Burlington Member, LLC

AT HL Burlington 1A 11, LLC

AT Ville Platte LA Member, LLC

AT Ville Platte LAII, LLC

AT Sweden Member, LLC

AT Sweden NY II, LLC

AT Mayodan Member, LLC

AT Mayodan NC 11, LLC

AT Longview Member, LLC

AT Longview TXII, LLC

8. On or about February 1, 2020, Quadrant made a mezzanine loan (the

“Mezzanine Loan”) in the original principal amount of $10,000,000 to the Mezzanine

Borrowers.®  The Mezzanine Borrowers’ obligations under the Mezzanine Loan are

secured by security interests (the “Mezzanine Security Interests”) in the Mezzanine

Borrowers’ 100% ownership interest in the Senior Borrowers. The Mezzanine Security
Interests are duly perfected by both: (i) Quadrant’s physical possession of the
membership certificates evidencing the Mezzanine Borrowers’ 100% ownership interest
in each of the Senior Borrowers; and (ii) a UCC financing statement filed with the
Delaware Secretary of State. See Declaration of Matthew Welsh, a copy of which is

annexed hereto as Exhibit 1; Mezzanine Loan Agreement, a copy of which is annexed

3 Each of the Mezzanine Borrowers is a Receivership Entity, except for AT Plainfield
Village Member, LLC, and ArciTerra Westgate Indianapolis Member, LLC, (collectively,
and together with the Senior Indiana Receivership Borrowers, the “Indiana Receivership
Entities™) which are subject to a separate receivership in Indiana State Court.

"QUADRANT MEZZ FUND’S LIMITED OPPOSITION TO RECEIVER’S MOTION
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hereto as Exhibit 2; Promissory Note — Mezzanine Loan, a copy of which is annexed
hereto as Exhibit 3; Mezzanine Pledge and Security Agreement, a copy of which (without
exhibits) is annexed hereto as Exhibit 4; a UCC financing statement filed with the
Delaware Secretary of State, a copy of which is annexed hereto as Exhibit 5.

9. The non-default interest rate under the Mezzanine Loan is 12%. The
default interest rate is an additional 5% over the non-default rate, as capped as the
maximum rate allowed by law. The Mezzanine Loan is governed by New York law.
Exhibit 2 at 8§ 2.5, 17.2 and Exhibit A thereto..

10.  The outstanding balance under the Mezzanine Loan as of October 4, 2025
(not including legal fees and expenses incurred after June 30, 2025) will be
$16,499,196.82, consisting of: (i) $9,925,756.96 in principal, (ii) $2,310,177.96 in non-
default interest; (iii) $1,072,881.56 in default interest; (iv) $58,357.68 in legal fees and
expenses; (v) $2,537.62 in site visit expenses; (vi) $3,129,235.04 in prepayment
premium; and (vii) a $250 in pay-off quote expense.*

The Intercreditor Agreement Between The Senior Lender And Quadrant

11. At the time of their respective entry into the Senior Loan and Mezzanine
Loan, the Senior Lender and Quadrant entered into an intercreditor agreement, dated as

of February 10, 2020 (the “Intercreditor Agreement”). A copy of the Intercreditor

Agreement is annexed hereto as Exhibit 6.

* The pay-off is dated as of October 4, 2025 because the Motion contemplates auctions in
September with closings in October. This pay-off amount does not take into account
$49,01|6.82, being held in reserves by Quadrant, which would be applied upon a closing of
any sale.

--6--
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12.  Section 6 of the Intercreditor Agreement governs the parties’ rights in the
event that Quadrant forecloses under the Mezzanine Loan on its security interest in the
membership interests in the Senior Borrowers. Specifically, 8 6 of the Intercreditor
Agreement provides that in the event Quadrant forecloses on the Mezzanine Loan and
takes title to the ownership interests in the Senior Borrowers, then “the terms, conditions
and provisions of the Senior Loan Documents for the balance of the term thereof, which
shall not be accelerated by Senior Lender solely due to such acquisition shall remain in
full force and effect.”

13.  Section 14 of the Intercreditor Agreement provides Quadrant the right to
purchase the Senior Loan upon certain “Purchase Option Events,” including the
appointment of 3650 as special servicer due to continuing events of default under the
Senior Loan. The Senior Lender has provided Quadrant with a notice that such Purchase
Option Events have occurred. As such, Quadrant also currently has the right to purchase
the Senior Loan, which does not appear to be contemplated by the Sale Motion or
proposed sale procedures.

The Status Of The Senior L.oan And The Mezzanine L.oan

14. A non-monetary event of default occurred under both the Senior Loan and
the Mezzanine Loan when: (i) the Indiana State Court appointed a receiver for the Indiana
Receivership Entities on August 17, 2023; and (ii) this Court entered the Receivership
Order. Such events of default are continuing.

15.  According to the Motion, no payment defaults on the Senior existed at the
time of the Receiver’s appointment, (Motion at § 12) and upon information and belief,

the Receiver has made interest-only payments on the Senior Loan since his appointment,

"QUADRANT MEZZ FUND’S LIMITED OPPOSITION TO RECEIVER’S MOTION
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notwithstanding that the Properties appear to have generated sufficient cash flow to make
all required interest and principal payments under the Senior Loan. The Senior Lender
has not accelerated the obligations under the Senior Loan, and it is enjoined from doing
so under the terms of the Receivership Order.

16.  As of the date of the commencement of this action, the Mezzanine
Borrowers were current on their payment obligations under the Mezzanine Loan. Since
his appointment, the Receiver has not made any payments to the Mezzanine Lender
despite the fact that the Properties appear to have generated sufficient cash flow to make
payments under the Mezzanine Loan in the year and a half since the Receiver’s
appointment. Quadrant has not accelerated the obligations under the Mezzanine Loan,
and is currently enjoined from doing so under the terms of the Receivership Order.

17.  The Senior Borrowers and Mezzanine Borrowers remain solvent as (i) the
combined value of the Properties exceed the outstanding amount due under the Senior
Loan; and (ii) the value of the Mezzanine Borrowers’ assets (i.e., their ownership interests
in the Senior Borrowers) exceed the outstanding amount due under the Mezzanine Loan.
(Exhibit 1).

The Priority Of Claims In This Proceeding

18.  The purpose of the Receivership is the orderly administration of the
Receivership Estate for the benefit of creditors, including to generate funds to distribute
to investors (the “Investors”) who were defrauded by the Defendants. See generally

Receivership Order.
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19.  Each of the Properties is owned by one of the Senior Borrowers. The
Senior Loan is secured by the Properties. None of the Investors invested in the Senior
Borrowers.

20. Each of the Senior Borrowers is owned by one of the Mezzanine
Borrowers. In fact, the Mezzanine Borrowers were specifically created as part of a
structured finance transaction for the purpose of providing Quadrant with a first priority
security interest in special purpose entities whose sole asset would be the Mezzanine
Borrowers’ 100% membership interests in each of the Senior Borrowers. In other words,
the transaction was structured such that the Mezzanine Loan would be junior in priority
to the Senior Loan, but senior in priority to the holders of the ownership interests in the
Mezzanine Borrowers.

21.  Thus, none of the Investors could have an interest in the Mezzanine
Borrower’s membership interests in the Senior Borrowers, which is Quadrant’s
collateral. The only entities in which Investors may have a direct or equitable interest
would be the membership interests in the Mezzanine Borrowers, not the Senior
Borrowers.

22.  Thus, the proper priority of distribution of any claims relating to the sale of

the Properties is as follows:

Priority Class Of Claims

First Senior Lender as the mortgagee or beneficiary under deeds of
trust on the Properties (i.e., the secured creditor of the Senior
Borrowers)

Second Any outstanding payables and operating expenses of Senior
Borrower (i.e, the unsecured creditors of the Senior Borrowers)

Third Quadrant as Mezzanine Lender under the Mezzanine Loan
based upon its security interest in the membership interests in

--9--
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the Senior Borrowers (i.e., the secured creditor of the
Mezzanine Borrowers)

Fourth Any outstanding payables and operating expenses of
Mezzanine Borrower (i.e., the general unsecured creditors of
the Mezzanine Borrower)

Fifth Receiver for the benefit of the Receivership Estate

23.  Indeed, Quadrant’s priority is implicitly acknowledged in the Motion,
where the Receiver asserts that Quadrant may be paid from proceeds from sales. (Motion
at 20, fn 4) (“If the Receiver and Mezzanine Lender reach a resolution on the Mezzanine
Lender’s allowed claim, the Receiver will seek Court approval for payment of such
claim.”)

24.  Assuch, before any sale proceeds can flow to the Receivership Estate, both
the Senior Lender and Quadrant’s claims must be paid in full.

The Motion

25.  OnJuly 2, 2025, the Receiver filed the Motion which seeks, among other
things, (i) approval of the sale of the Properties free and clear of all liens, claims and
interests; (ii) approval of sale procedures governing auction sales of the Properties;
(iii) authorization to use sale proceeds to defease and pay the Senior Loan; and (iv) the
retention of a defeasance expert.

26.  The Motion asserts that the proposed sale will generate sufficient proceeds
to defease and pay the Senior Loan, to pay certain default interest and fees owed the
Senior Lender, and with respect to any surplus, “if the Receiver and Mezzanine Lender
reach a resolution on the Mezzanine Lender’s allowed claim, the Receiver will seek

Court approval for payment of such claim.” Motion at | 20, fn.4 (emphasis supplied).
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27.  But Quadrant has rights under the Intercreditor Agreement to, among other
things, acquire the Senior Loan and/or foreclose upon the equity interests of the Senior
Borrowers without affecting the Senior Loan. While the Receiver retains the right to
pursue an Alternate Transaction (as defined in the Motion), Motion at | 4 fn.3, the Sale
Motion does not appear to explicitly state the benefit to the Receivership Estate and its
creditors that could be obtained by working collaboratively with Quadrant to maximize
such benefit, instead of pursuing a course of action that does not necessarily or
demonstrably benefit the entirety of the Receivership Estate.

28.  Further, the Motion does not require the use of any of the Sale proceeds to
pay the Mezzanine Loan following the defeasance and payment of the Senior Loan,
which means that the Mezzanine Loan will continue to accrue interest at the default rate
to the detriment of the Receivership Estate and its creditors until the Mezzanine Loan is
paid in full.®> The Motion merely states that the Receiver may pay the Mezzanine Loan

if an agreement can be reached between the Receiver and the Mezzanine Lender on the

amount owed under the Mezzanine Loan. The Receiver is not even agreeing to pay the
undisputed portion of the Mezzanine Lender’s claim. As a secured lender, Quadrant’s
claims must be paid in full before any sale proceeds could flow to the Receivership Estate
or any benefit from the sales can be realized by the Receivership Estate and its creditors.

29.  While Quadrant has no objection to the sale of the Properties, such sale

must be done in a manner which maximizes the value of sale proceeds and recognizes

5 Interestingly, the Receiver also asserts that the Mezzanine Lender is not entitled to default interest or a prepayment
premium, though the Receiver, in the Motion has agreed to pay at least $6 million in default interest to the Senior
Lender. Compare Motion at § 5 with Motion at  20.

=11 - -
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Quadrant’s secured priority position. Unfortunately, the Receiver’s proposed sale

procedures fail to achieve this result because:

() The sale procedures do not require that Quadrant’s claim under
the Mezzanine Loan be paid before any benefit can flow to the
Receivership Estate, and default interest will continue to
accrue to the detriment of the Receivership Estate and its
creditors until Quadrant’s claim is paid in full; and

(i) Thereserve price (the “Reserve Price”) for the Properties at the
Auction is so artificially low, and below market, that a sale at
the Reserve Price would not result in sufficient sale proceeds
for Quadrant to recover even the outstanding principal due
under the Mezzanine Loan, and there would be no funds
available for any distribution to the Receivership Estate and its
creditors at the Reserve Price.

Limited Objection
30.  While Quadrant does not oppose the sale of the Properties, Quadrant

objects to the Motion because, among other things, the sale procedures, as proposed, do
not benefit the Receivership Estate, do not set a Reserve Price intended to benefit the
creditors of the Receivership Estate, and harm Quadrant’s interests and the interests of
other creditors.

A. The Sale Procedures Do Not Benefit the Receivership Estate And Its

Creditors And Harms Quadrant.

31. As stated in the Motion, “a primary purpose of equity receiverships is to
promote orderly and efficient administration of the estate by the district court for the
benefit of creditors.” S.E.C. v. Hardy, 803 F.3d 1034, 1038 (9th Cir. 1986) (emphasis
added). The Receiver has a fiduciary duty to “‘protect and preserve the receivership
estate’s assets ‘for the benefit of the persons ultimately entitled to it.”” S.E.C. v.

Schooler, 2015 WL 1510949, at *3 (S.D. Cal. Mar. 4, 2015) (emphasis added).

_-12--
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32. Here, the Receiver asserts that “the Receivership Estate will save
approximately $10 to $11 million” through the proposed sale procedures, Motion at { 5,
and that any surplus sale proceeds will be held “for the benefit of the respective
Receivership Borrower.” Id. at n.4. But the Receivership Estate is not the next entity
“ultimately entitled” to surplus sale proceeds—Quadrant is. And, the proposed Sale
order and procedures do not require the Receiver to pay Quadrant’s claim, which will
continue to accrue interest at the default rate to the detriment of the Receivership Estate
and its creditors.

33. The Receiver disputes some—but not all—of Quadrant’s claim.
Specifically, the Receiver disputes: (i) the default interest owed on the Mezzanine Loan;
(i) Quadrant’s contractual right to a prepayment premium under the Mezzanine Loan;
and (iii) certain unspecified expenses. Motion at 1 20. The Receiver does not appear to
dispute the outstanding principal ($9,925,756.96) and non-default interest
(approximately $2,310,177.96) due under the Mezzanine Loan. The Motion articulates
no reason why payment of the undisputed portion of Quadrant’s claim from sale proceeds
should be delayed if there are sufficient sale proceeds. In the absence of such payment,
interest will continue to accrue post-closing on Quadrant’s claim under the Mezzanines
Loan, thereby leaving fewer potential funds available for the Receivership Estate or its
creditors. Accordingly, the proposed order granting the Motion and sale procedures
should be revised to require the Receiver to pay the Mezzanine Loan prior to the claims
of the Receivership Estate or any of its creditors.

34. The Sale Procedures should also contain a mechanism for a prompt

determination of the amount of the disputed portion of Quadrant’s claim under the
--13--
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Mezzanine Loan post-closing in order to reduce the accrual of additional interest on the
Mezzanine Loan.
B. The Reserve Price Does Not Benefit the Receivership Estate And Its

Creditors, And Harms Quadrant

35.  The Motion purports to set an aggregate Reserve Price of $70 million for
the proposed sale and expressly reserves the right to cancel any sale should such price
not be reached. Motion at § 16. The Motion includes no evidence establishing the
reasonableness of the proposed Reserve Price. And while the Motion states that the
proposed sale is anticipated to generate sufficient funds to “satisfy and defease the
[Senior] Lender,” Motion at n.4, and will save the Receivership Estate approximately $11
million, Motion at {1 5, 19, it is unclear how this will be accomplished as the creditors
of the Receivership Estate would receive no distribution and realize no “savings” if a sale
occurs at the Reserve Price.

36. For example, the Motion asserts that only $57 million is needed for
defeasance of the Senior Loan and an additional $6 million to pay for default interest and
fees accrued under the Senior Loan before July 1, 2025. Motion at 5. The Motion
further asserts that the average brokerage commission due to Marcus & Millichap with
respect to the sale will be 3.5%, which would result in a commission of $2,450,000 on a
$70,000,000 sale.

37. Ata $70,000,000 Reserve Price, not including closing costs, there would
be only $4,350,000 remaining after the defeasance and payment of the Senior Loan,
payment of agreed default interest on the Senior Loan, the payment of a 3.5% brokerage

commission to Marcus & Millichap, and a $200,000 consulting fee to the Receiver’s
--14 - -
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proposed defeasance expert. ($70,000,000 - $57,000,000 - $6,000,000 - $2,450,000 -
$200,000 = 4,350,000). This amount would not even be sufficient to pay half of the
outstanding $9,925,756.96 in principal due under the Mezzanine Loan. In other words,
at $70,000,000, there would be no funds left for the Receivership Estate or its creditors.

38. The Properties are worth substantially more than $70,000,000. By
artificially setting such a low reserve price, especially without any evidentiary support in
the Motion for such price, in the apparent hope of inducing a bidding fervor, the Receiver
is effectively gambling with Quadrant’s money. The Receiver should be required to set
a reserve price that will cover at least Quadrant’s claim under the Mezzanine Loan in
addition to the amounts to be paid on the Senior Loan, and to the broker and defeasance
expert.

CONCLUSION

39.  Accordingly, for the reasons set forth above, the Motion should only be
granted to the extent it provides: (i) that the Reserve Price be fixed at amount sufficient
to pay the Mezzanine Loan in full; (ii) sale proceeds after payment of the Senior Loan
shall be used to pay the undisputed portion of Quadrant’s claim at closing; and (iii) a
procedure for the creation of a reserve for, a prompt determination of the allowability of,

any disputed portion of Quadrant’s claim.

Dated: July 16, 2025 Respectfully submitted,

TALG, LTD.

By: /s/ Cassidy Kitterman
Cassidy Kitterman, Esq.
Attorneys for Quadrant Mezz Fund LP
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Scottsdale, AZ 85251

Phone: 949.502.7715

Fax: 949.266.8406

Attorneys For Quadrant Mezz Fund LP
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IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF ARIZONA

SECURITIES AND EXCHANGE
COMMISSION,

Plaintiff,
VS.
JONATHAN M. LARMORE, et al.,

Defendants.

Case No.: 2:23-cv-02470-DLR

DECLARATION OF MATTHEW
WELSH IN SUPPORT OF
QUADRANT MEZZ FUND LP’S
LIMITED OPPOSITION TO THE
RECEIVER’S MOTION FOR
ORDERS (1) APPROVING (A) THE
ENGAGEMENT AND
COMPENSATION OF MARCUS

& MILLICHAP REAL ESTATE
INVESTMENT SERVICES AS
BROKER FOR THE SALE OF THE
PROPERTIES, (B) THE SALE AND
AUCTION PROCEDURES FOR THE
SALE OF THE PROPERTIES;

(11) APPROVING THE SALE OF
THE PROPERTIES AFTER
AUCTION, FREE AND CLEAR OF
ALL LIENS, CLAIMS,
ENCUMBRANCES AND
INTERESTS; AND (111) GRANTING
RELATED RELIEF
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I, Matthew Welsh, declare:

1. | am a managing director for Quadrant Finance Partners, LP, the parent
company of Quadrant Mezz Fund LP (“Quadrant”) , a secured creditor of the Mezzanine
Borrowers.! | submit this declaration in support of Quadrant’s limited opposition (the
“Opposition”) to the Receiver’s Motion For Orders (1) Approving (A) The Engagement And
Compensation Of Marcus & Millichap Real Estate Investment Services As Broker For The
Sale Of The Properties, (B) The Sale And Auction Procedures For The Sale Of The
Properties; (1) Approving The Sale Of The Properties After Auction, Free And Clear Of All
Liens, Claims, Encumbrances And Interests; And (l11) Granting Related Relief.

2. | am one of the directors at Quadrant responsible for the Mezzanine Loan (as
hereafter defined). | am also one of the custodians of the books, records and files of
Quadrant that pertain to the Mezzanine Loan, which is secured by 100% of the ownership
interests in the Senior Borrowers. | have personally worked on the books, records and files,
and as to following facts, | know them to be true of my own knowledge or | have gained
knowledge of them from the business records of Quadrant, which were made at the time of
the events recorded, and which are maintained in the ordinary course of Quadrant’s business
at or near the time of the acts, conditions or events to which they relate. Any document
created by Quadrant was prepared in the ordinary course of business by Quadrant by a
person who had personal knowledge of the event being recorded and had or has a business
duty to record accurately such event. The books, records and files of Quadrant also include
copies of the loan documents governing the Senior Loan. The information contained herein
Is based upon either my personal knowledge or upon the books, records and files of
Quadrant.

The Senior Loan

3. On or about February 1, 2020, Grass River Real Estate Credit Partners Loan
Funding, LLC (“Grass River”) made a loan (the “Senior Loan”) in the original principal

amount of $60,000,000 to the entities listed in the chart below (collectively, the “Senior

! Capitalized terms used but not otherwise defined herein shall have the meanings ascribed them in the Opposition.

UADRANT MEZZ FUND’S LIMITED
PPOSITION TO RECEIVER’S MOTION CASE NO.: 2:23-CV-02470-DLR
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Borrowers”).? Each of the Senior Borrowers is a special purpose entity, owning only the

real property and improvements (collectively, the “Properties”) described below.
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Senior Borrower

Properties

AT Seven Hills Aurora Co I,
LLC

18511, 18581, 18757 and 18883 E.
Hampden Avenue, Aurora, Colorado
80013

AT ALTUS Cumberland CA 1l
LLC

2997 and 2999 Cumberland Blvd.,
Smyrna, Georgia 30339

AT Eastman GA Il, LLC

970 Indian Drive, Eastman, Georgia
31023

ATA Lanier Fayetteville GA Il,
LLC

320 West Lanier, Fayetteville, Georgia
30214

AT PT Danville IL 11, LLC

22 West Newell Road, Danville, Illinois
61834

AT New Lenox IL-Inline II,
LLC

2021 East Laraway Road, New Lenox,
Illinois 60451

AT Auburn Plaza IN I, LLC

506 N. Grandstaff Drive, Auburn,
Indiana 46706

AT Plainfield Village Il, LLC

160 Plainfield Village Drive, Plainfield,
Indiana 46168

Arciterra Westgate Indianapolis
INIILLLC

5173 W. Washington Street, Indianapolis,
Indiana 46241

AT HL Burlington IA II, LLC

3351 Agency Street, Burlington, lowa
52601

AT Ville Platte LA I, LLC

025 E. LaSalle Street, Villa Platte,
Louisiana 70586

AT Sweden NY II, LLC

1561 Nathaniel Poole Trail, Brockport,
New York 14420

AT Mayodan NC II, LLC

131 Commerce Drive, Mayodan, North
Carolina 27027

AT Longview TX II, LLC

711 Estes Drive, Longview, Texas 75602

4, Each of the Senior Borrowers granted a deed of trust or mortgage in such

Properties to Grass River, along with an assignment of the leases and rents therefrom, to

secure its obligations under the Senior Loan. The Senior Loan is serviced by 3650 REIT

2 Each of the Senior Borrowers is a Receivership Entity, except for AT Plainfield Village 1,

N
oo

LLC and Arciterra Westgate Indianapolis IN II, LLC (collectively, the “Senior Indiana
Receivership Borrowers™), which are subject to a separate, receivership proceeding which is
pending before the Indiana state court (the “Indiana State Court”).

UADRANT MEZZ FUND’S LIMITED
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Loan Servicing LLC, as special servicer (“3650,” and together with Grass River, the “Senior
Lender”).

5. The non-default interest rate under the Senior Loan in 3.67% and default
interest is an additional 5% over the non-default rate, capped at the maximum rate allowed
by law. The Senior Lien is governed by New York law.

The Mezzanine Loan

6. Each of the Senior Borrowers is a single member Delaware limited liability
company and is wholly owned by the entities listed in the chart below (hereafter, the

“Mezzanine Borrowers™). The sole asset of each Mezzanine Borrower is its 100%

ownership interest in the corresponding Senior Borrower:
Mezzanine Borrower Senior Borrower
AT Seven Hills Aurora Member, AT Seven Hills Aurora Co Il, LLC
LLC
AT ALTUS Cumberland Member, AT ALTUS Cumberland CA II,
LLC LLC
AT Eastman Member, LLC AT Eastman GA Il, LLC
ATA Lanier Fayetteville Member, ATA Lanier Fayetteville GA Il, LLC
LLC
AT PT Danville Member, LLC AT PT Danville IL I, LLC
AT New Lenox-IL Member, LLC AT New Lenox IL-Inline Il, LLC
AT Auburn Plaza Member, LLC AT Auburn Plaza IN II, LLC
AT Plainfield Village Member, LLC AT Plainfield Village I, LLC
Arciterra Westgate Indianapolis Arciterra Westgate Indianapolis IN
Member, LLC I, LLC
AT HL Burlington Member, LLC AT HL Burlington IA I, LLC
AT Ville Platte LA Member, LLC AT Ville Platte LA 1l, LLC
AT Sweden Member, LLC AT Sweden NY II, LLC
AT Mayodan Member, LLC AT Mayodan NC I, LLC
AT Longview Member, LLC AT Longview TX II, LLC
7. On or about February 1, 2020, Quadrant made a mezzanine loan (the

“Mezzanine Loan”) in the original principal amount of $10,000,000 to the Mezzanine

_4 -
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Borrowers.> The Mezzanine Borrowers’ obligations under the Mezzanine Loan are secured

by security interests (the “Mezzanine Security Interests”) in the Mezzanine Borrowers’

100% ownership interest in the Senior Borrowers. The Mezzanine Security Interests are
duly perfected by both: (i) Quadrant’s physical possession of the membership certificates
evidencing the Mezzanine Borrowers’ 100% ownership interest in each of the Senior
Borrowers; and (ii) a UCC financing statement filed with the Delaware Secretary of State.
A copy of the Mezzanine Loan Agreement is annexed to the Motion as Exhibit 2; a copy of
the Promissory Note — Mezzanine Loan, is annexed to the Motion as Exhibit 3; a copy of
the Mezzanine Pledge and Security Agreement, is annexed to the Motion as Exhibit 4; a
copy of the UCC financing statement filed with the Delaware Secretary of State, is annexed
to the Motion as Exhibit 5.

8. The non-default interest rate under the Mezzanine Loan is 12%. The default
interest rate is an additional 5% over the non-default rate, as capped as the maximum rate
allowed by law. The Mezzanine Loan is governed by New York law. Exhibit 2 at 88 2.5,
17.2 and Exhibit A thereto..

9. The outstanding balance under the Mezzanine Loan as of October 4, 2025 (not
including legal fees and expenses incurred after June 30, 2025) will be $16,499,196.82,
consisting of: (i) $9,925,756.96 in principal, (ii) $2,310,177.96 in non-default interest; (iii)
$1,072,881.56 in default interest; (iv) $58,357.68 in legal fees and expenses; (v) $2,537.62
in site visit expenses; (vi) $3,129,235.04 in prepayment premium; and (vii) a $250 in pay-

off quote expense.*

3 Each of the Mezzanine Borrowers is a Receivership Entity, except for AT Plainfield Village
Member, LLC, and ArciTerra Westgate Indianapolis Member, LLC, (collectively, and
together with the Senior Indiana Receivership Borrowers, the “Indiana Receivership
Entities™) which are subject to a separate receivership in Indiana State Court.

* The pay-off is dated as of October 4, 2025 because the Motion contemplates auctions in
September with closings in October. This pay-off amount does not take into account
$49,016.82, being held In reserves by Quadrant, which would be applied upon a closing of

any sale. c
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The Intercreditor Agreement Between The Senior Lender And Quadrant

10.  Atthe time of their respective entry into the Senior Loan and Mezzanine Loan,
the Senior Lender and Quadrant entered into an intercreditor agreement, dated as of

February 10, 2020 (the “Intercreditor Agreement”). A copy of the Intercreditor Agreement

Is annexed to the Motion as Exhibit 6.

11.  Section 6 of the Intercreditor Agreement governs the parties’ rights in the
event that Quadrant forecloses under the Mezzanine Loan on its security interest in the
membership interests in the Senior Borrowers. Specifically, § 6 of the Intercreditor
Agreement provides that in the event Quadrant forecloses on the Mezzanine Loan and takes
title to the ownership interests in the Senior Borrowers, then “the terms, conditions and
provisions of the Senior Loan Documents for the balance of the term thereof, which shall
not be accelerated by Senior Lender solely due to such acquisition shall remain in full force
and effect.”

12.  Section 14 of the Intercreditor Agreement provides Quadrant the right to
purchase the Senior Loan upon certain “Purchase Option Events,” including the
appointment of 3650 as special servicer due to continuing events of default under the Senior
Loan. The Senior Lender has provided Quadrant with a notice that such Purchase Option
Events have occurred. As such, Quadrant also currently has the right to purchase the Senior
Loan, which does not appear to be contemplated by the Sale Motion or proposed sale
procedures.

The Status Of The Senior Loan And The Mezzanine Loan

13. A non-monetary event of default occurred under both the Senior Loan and the
Mezzanine Loan when: (i) the Indiana State Court appointed a receiver for the Indiana
Receivership Entities on August 17, 2023; and (ii) this Court entered the Receivership
Order. Such events of default are continuing.

14.  According to the Motion, no payment defaults on the Senior existed at the
time of the Receiver’s appointment, (Motion at § 12) and upon information and belief, the

Receiver has made interest-only payments on the Senior Loan since his appointment,
-6 -
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notwithstanding that the Properties appear to have generated sufficient cash flow to make
all required interest and principal payments under the Senior Loan. The Senior Lender has
not accelerated the obligations under the Senior Loan, and it is enjoined from doing so under
the terms of the Receivership Order.

15.  As of the date of the commencement of this action, the Mezzanine Borrowers
were current on their payment obligations under the Mezzanine Loan. Since his
appointment, the Receiver has not made any payments to the Mezzanine Lender despite the
fact that the Properties appear to have generated sufficient cash flow to make payments
under the Mezzanine Loan in the year and a half since the Receiver’s appointment. Quadrant
has not accelerated the obligations under the Mezzanine Loan, and is currently enjoined
from doing so under the terms of the Receivership Order.

16.  The Senior Borrowers and Mezzanine Borrowers remain solvent as (i) the
combined value of the Properties exceed the outstanding amount due under the Senior Loan;
and (ii) the value of the Mezzanine Borrowers’ assets (i.e., their ownership interests in the
Senior Borrowers) exceed the outstanding amount due under the Mezzanine Loan. | base
this statement upon Quadrant’s books and records and the fact that Quadrant and its
principals have over 150 years of combined experience in direct real estate ownership,
investment banking, lending, development and structured real estate financing. I,
personally, have approximately 8 years’ experience in such areas. Based on our review of
prior sales conducted by the Receiver under this Receivership, current market conditions,
investor demand for the supply constrained retail asset class and the Properties' financial
information, the Properties are worth substantially more than $70,000,000.

The Priority Of Claims In This Proceeding

17.  Each of the Properties is owned by one of the Senior Borrowers. The Senior
Loan is secured by the Properties. None of the Investors invested in the Senior Borrowers.
18.  Each of the Senior Borrowers is owned by one of the Mezzanine Borrowers.
In fact, the Mezzanine Borrowers were specifically created as part of a structured finance

transaction for the purpose of providing Quadrant with a first priority security interest in
-7 -
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special purpose entities whose sole asset would be the Mezzanine Borrowers’ 100%
membership interests in each of the Senior Borrowers. In other words, the transaction was
structured such that the Mezzanine Loan would be junior in priority to the Senior Loan, but
senior in priority to the holders of the ownership interests in the Mezzanine Borrowers.

19.  Thus, none of the Investors could have an interest in the Mezzanine
Borrower’s membership interests in the Senior Borrowers, which is Quadrant’s collateral.
The only entities in which Investors may have a direct or equitable interest would be the
membership interests in the Mezzanine Borrowers, not the Senior Borrowers.

20.  Thus, the proper priority of distribution of any claims relating to the sale of

the Properties is as follows:

Priority Class Of Claims
First Senior Lender as the mortgagee or beneficiary under deeds of
trust on the Properties (i.e., the secured creditor of the Senior
Borrowers)
Second Any outstanding payables and operating expenses of Senior
Borrower (i.e, the unsecured creditors of the Senior Borrowers)
Third Quadrant as Mezzanine Lender under the Mezzanine Loan

based upon its security interest in the membership interests in
the Senior Borrowers (i.e., the secured creditor of the
Mezzanine Borrowers)

Fourth Any outstanding payables and operating expenses of
Mezzanine Borrower (i.e., the general unsecured creditors of
the Mezzanine Borrower)

Fifth Receiver for the benefit of the Receivership Estate

Limited Opposition to the Motion

21.  While Quadrant has no objection to the sale of the Properties, such sale must
be done in a manner which maximizes the value of sale proceeds and recognizes Quadrant’s
secured priority position. Unfortunately, the Receiver’s proposed sale procedures fail to

achieve this result because:
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() The sale procedures do not require that Quadrant’s claim under
the Mezzanine Loan be paid before any benefit can flow to the
Receivership Estate, and default interest will continue to accrue
to the detriment of the Receivership Estate and its creditors until
Quadrant’s claim is paid in full; and

(i)  The reserve price (the “Reserve Price”) for the Properties at the
Auction is so artificially low, and below market, that a sale at the
Reserve Price would not result in sufficient sale proceeds for
Quadrant to recover even the outstanding principal due under the
Mezzanine Loan, and there would be no funds available for any
distribution to the Receivership Estate and its creditors at the
Reserve Price.

A. The Sale Procedures Do Not Benefit the Receivership Estate Or Its Creditors
And Harms Quadrant.

22. Here, the Receiver asserts that “the Receivership Estate will save

approximately $10 to $11 million” through the proposed sale procedures, Motion at { 5, and
that any surplus sale proceeds will be held “for the benefit of the respective Receivership
Borrower.” 1d. at n.4. But the Receivership Estate is not the next entity “ultimately entitled”
to surplus sale proceeds—Quadrant is. And, the proposed Sale order and procedures do not
require the Receiver to pay Quadrant’s claim, which will continue to accrue interest at the
default rate to the detriment of the Receivership Estate and its creditors.

23.  The Receiver disputes some—nbut not all—of Quadrant’s claim. Specifically,
the Receiver disputes: (i) the default interest owed on the Mezzanine Loan; (ii) Quadrant’s
contractual right to a prepayment premium under the Mezzanine Loan; and (iii) certain
unspecified expenses. Motion at § 20. The Receiver does not appear to dispute the
outstanding principal ($9,925,756.96) and non-default interest (approximately
$2,310,177.96) due under the Mezzanine Loan. The Motion articulates no reason why
payment of the undisputed portion of Quadrant’s claim from sale proceeds should be
delayed if there are sufficient sale proceeds. In the absence of such payment, interest will
continue to accrue post-closing on Quadrant’s claim under the Mezzanines Loan, thereby

leaving fewer potential funds available for the Receivership Estate or its creditors.
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Accordingly, the proposed order granting the Motion and sale procedures should be revised
to require the Receiver to pay the Mezzanine Loan prior to the claims of the Receivership
Estate or any of its creditors.

24. The Sale Procedures should also contain a mechanism for a prompt
determination of the amount of the disputed portion of Quadrant’s claim under the
Mezzanine Loan post-closing in order to reduce the accrual of additional interest on the

Mezzanine Loan.

B. The Reserve Price Does Not Benefit the Receivership Estate Or Its Creditors
And Harms Quadrant

25.  The Motion purports to set an aggregate Reserve Price of $70 million for the

proposed sale and expressly reserves the right to cancel any sale should such price not be
reached. Motion at § 16. The Motion includes no evidence establishing the reasonableness
of the proposed Reserve Price. And while the Motion states that the proposed sale is
anticipated to generate sufficient funds to “satisfy and defease the [Senior] Lender,” Motion
at n.4, and will save the Receivership Estate approximately $11 million, Motion at 11 5, 19,
it is unclear how this will be accomplished as the creditors of the Receivership Estate would
receive no distribution and realize no “savings” if a sale occurs at the Reserve Price.

26.  For example, the Motion asserts that only $57 million is needed for
defeasance of the Senior Loan and an additional $6 million to pay for default inte