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LAW OFFICES 

Allen Matkins Leck Gamble 
Mallory & Natsis LLP 

DAVID R. ZARO (BAR NO. 124334) 
MICHAEL R. FARRELL (BAR NO. 173831) 
ALLEN MATKINS LECK GAMBLE 
   MALLORY & NATSIS LLP 
865 South Figueroa Street, Suite 2800 
Los Angeles, California 90017-2543 
Phone:  (213) 622-5555 
Fax:  (213) 620-8816 
E-Mail:  dzaro@allenmatkins.com 

  mfarrell@allenmatkins.com 
 
EDWARD G. FATES (BAR NO. 227809) 
ALLEN MATKINS LECK GAMBLE 
   MALLORY & NATSIS LLP 
One America Plaza 
600 West Broadway, 27th Floor 
San Diego, California 92101-0903 
Phone:  (619) 233-1155 
Fax:  (619) 233-1158 
E-Mail:  tfates@allenmatkins.com 
 
Attorneys for Receiver 
KRISTA FREITAG 
 

UNITED STATES DISTRICT COURT 

SOUTHERN DISTRICT OF CALIFORNIA 

 

SECURITIES AND EXCHANGE 
COMMISSION, 
 

Plaintiff, 
 

v. 
 
GINA CHAMPION-CAIN and ANI 
DEVELOPMENT, LLC, 
 

Defendants, 
 
AMERICAN NATIONAL 
INVESTMENTS, INC., 
 

Relief Defendant. 
 

Case No. 3:19-cv-01628-LAB-AHG 
 
 
JOINT MOTION FOR APPROVAL 
OF SALE OF PERSONAL 
PROPERTY INTEREST IN 
PULLMAN LOFTS PHASE I, LLC 
 
 
Ctrm: 3B 
Judge:Hon. Allison H. Goddard 
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JOINT MOTION 

The Securities and Exchange Commission (the "Commission"), Gina 

Champion-Cain ("Champion-Cain"), and Krista Freitag (the "Receiver"), the Court-

appointed permanent receiver for Defendant ANI Development, LLC, Relief 

Defendant American National Investments, Inc., and their subsidiaries and affiliates, 

(collectively, the "Parties"), by and through their respective counsel, hereby 

respectfully submit this Joint Motion for Approval of Sale of Personal Property 

Interest in Pullman Lofts Phase I, LLC, a California limited liability company. (the 

"Joint Motion"). 

GCC Pullman Lofts Phase I, LLC ("Seller") is one of the entities included in 

the receivership pursuant to the Order; Granting the Parties' Joint Motion and 

Stipulated Request by All Parties for a Preliminary Injunction Order and Order 

(1) Freezing Assets; (2) Requiring Accountings; (3) Prohibiting the Destruction of 

Documents; and (4) Appointing a Permanent Receiver (Dkt. No. 6, the 

"Appointment Order.") 

Seller owns a 40.5% interest (the "Membership Interest") in Pullman Lofts 

Phase I, LLC, a California Limited Liability company ("Project Owner".)  Project 

Owner was formed on March 21, 2017, however, the operative Operating 

Agreement of Pullman Lofts Phase I, LLC, was not executed until March 12, 2019.  

Project Owner holds an option to purchase the real property located at 701 Wilson 

Street, Santa Rosa, California, (the "Property"), upon which the Project Owner 

intends to develop a 72-unit apartment building with retail space located on the 

ground floor (the "Project.") 

Subject to Court approval, the Receiver and Pullman Lofts First Phase LLC, a 

California limited liability company ("Buyer"), have agreed on terms of a proposed 

sale of the Membership Interest to Buyer for a total price of $495,887.53 ("Purchase 
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Price")1, which terms are memorialized in the Membership Interest Purchase and 

Sale Agreement dated January 17, 2020 ("Agreement") attached as Exhibit A to the 

Declaration of Krista Freitag In Support of Joint Motion for Approval of Sale of 

Personal Property Interest in Pullman Lofts Phase I, LLC.   

In order to evaluate the prospective value of the Membership Interest, the 

Receiver investigated the present and future value of the proposed Project. To that 

end, the Receiver reviewed and analyzed the history of the Project and the 

Membership Interest2, and a myriad of documents, reports and data concerning the 

proposed Project, including but not limited to budgets, cash flows, valuations, 

financing term sheets, market data, and appraisals.  The Receiver considered the 

short and long-term prospects for the Project along with the uncertainties, costs and 

risks associated with a ground up development, including timing, forecasting future 

rental and absorption rates for the apartment units in this marketplace, and 

borrowing significant funds to support the development of a project that has already 

been identified by a prospective lender as "distressed."   

It is notable that much has been written about the real estate market in 

Sonoma County following the terrible wildfires over the last several years.  This has 

given rise to speculation and uncertainty in connection with the sale of real estate as 

well as the direction of the rental market in Santa Rosa.  The Receiver views this as 

an uncertain real estate market, especially when viewed from the perspective of a 

federal equity receiver who is charged with preserving value and recovering 

principal on behalf of the investors.   

                                              
1 The Purchase Price reflects the Seller's agreement to sell the Membership Interest for 

$470,887.53 and assign its claim against JB Resources for the sum of $25,000. 
2 The ultimate execution on the Option Agreement and thus execution of the proposed 

Project languished for years prior to the Receiver's appointment.  The Project delays are 
reflected in the agreements related to the Project Owner's option to purchase the 
underlying Property.  The original option to purchase the Property was executed in 
December, 2013.  Since that time, there have been more than a dozen amendments to 
the Option Agreement, reflecting at least 40 extensions of the Option Term.  Each 
extension has involved an additional extension/option fee (i.e. the 34th extension cost 
$18,000.)  
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In addition to the foregoing, the Receiver considered how the value of the 

Membership Interest is impacted by future financial obligations of the Seller under 

the Operating Agreement.  Specifically, as a member of the Project Owner, the 

Seller is likely obligated to make further capital contributions.  If such contributions 

are not made, then the Membership Interest may be diluted or reduced.   

The Buyer and Receiver commenced negotiations in September 2019.  Based 

upon the facts and circumstances of this matter, the Receiver believes that the 

Buyer's offer to purchase the Membership Interest for an immediate cash payment 

of $495,887.53 is acceptable and in the best interest of the Receivership Entities.  

The offer represents a certain return of approximately 63% of the $783,2733 

invested by the Receivership Entities prior to the Receiver's appointment.  While 

this recovery reflects a loss on the investment, it is a prudent and reasonable 

decision to accept the offer in the face of the significant uncertainties and 

speculation associated with the proposed Project, and is consistent with the 

discounted sale of non-traded, non-distributing membership interests.   

Ultimately, the Receiver concluded that the proposed sale price for the 

Membership Interest is fair and reasonable and, after incorporating the known data 

and risks into her analysis, likely is the best, most certain recovery the Receiver can 

hope to obtain from holding the Membership Interest or attempting to sell the 

Membership Interest on the open market, (which sale would also be hampered due 

to the member approval requirements under the Operating Agreement.)   

The proposed sale solely involves personal property.  The Receiver submits 

that publication of a notice of the sale, holding a public auction, or requiring other 

procedural steps included in 28 U.S.C. §§ 2001-2004 would have no benefit to the 

receivership estate under these circumstances and therefore requests that they be 

waived in the Court's broad discretion (See 28 U.S.C. § 2004 ("Any personalty sold 

                                              
3 The Receiver has not completed her accounting.  As such, this figure is derived from 

ANI's internal accounting records.   
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under any order or decree of any court of the United States shall be sold in 

accordance with section 2001 of this title, unless the court orders otherwise.") 

(emphasis added)).   

THEREFORE, IT IS HEREBY STIPULATED, AGREED, AND 

REQUESTED, by and between the Parties, that:  

1. The sale of the Membership Interest to Buyer (or its designee) pursuant 

to the Agreement for the Purchase Price of $495,887.53 is approved, which amount 

shall be paid on the Closing Date to the Receiver in accordance with Section 2.1 and 

2.2 of the Agreement; and 

2. The Receiver is authorized to take all steps necessary to complete the 

sale in accordance with the terms of the Agreement, including executing such 

documents as may be necessary to close the sale transaction. 

The undersigned have read and hereby agree to comply with and be bound by 

all of the terms and provisions of the foregoing Joint Motion.  This Joint Motion 

may be signed by the parties in multiple counterparts, all of which shall be taken 

together as a single document, and facsimile and electronic signatures shall be 

effective as originals. 

SO STIPULATED. 

 

 
Dated:  January 28, 2020 ALLEN MATKINS LECK GAMBLE 

   MALLORY & NATSIS LLP 

By: s/  David R. Zaro 
DAVID R. ZARO 
EDWARD G. FATES 
NORMAN M. ASPIS 
Attorneys for Receiver 
KRISTA FREITAG 
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Dated:  January 28, 2020 U.S. SECURITIES AND EXCHANGE 
COMMISSION 

By: s/  Kathryn C. Wanner 
KATHRYN C. WANNER 
ALEC JOHNSON 
GARY Y. LEUNG 
Attorneys for Plaintiff 
U.S. SECURITIES AND 
EXCHANGE COMMISSION 

Dated:  January 28, 2020 SCHEPER KIM & HARRIS LLP 

By: s/  Angela Machala 
DAVID SCHEPER 
ANGELA MACHALA 
Attorneys for Defendant 
GINA CHAMPION-CAIN 

 

SIGNATURE CERTIFICATION 

In accordance with Section 2(f)(4) of the Electronic Case Filing 

Administrative Policies and Procedures Manual, the filer hereby attests that all other 

signatories listed, and on whose behalf the filing is submitted, concur in the filing's 

content and have authorized the filing. 

 

Dated:  January 28, 2020 ALLEN MATKINS LECK GAMBLE 
   MALLORY & NATSIS LLP 
DAVID R. ZARO 
EDWARD G. FATES 

By: s/  David R. Zaro 
DAVID R. ZARO 
Attorneys for Receiver 
KRISTA FREITAG 
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LAW OFFICES 

Allen Matkins Leck Gamble 
Mallory & Natsis LLP 

DAVID R. ZARO (BAR NO. 124334) 
NORMAN M. ASPIS (BAR NO. 313466) 
ALLEN MATKINS LECK GAMBLE 
   MALLORY & NATSIS LLP 
865 South Figueroa Street, Suite 2800 
Los Angeles, California 90017-2543 
Phone:  (213) 622-5555 
Fax:  (213) 620-8816 
E-Mail:  dzaro@allenmatkins.com 

  naspis@allenmatkins.com 
 
EDWARD G. FATES (BAR NO. 227809) 
ALLEN MATKINS LECK GAMBLE 
   MALLORY & NATSIS LLP 
One America Plaza 
600 West Broadway, 27th Floor 
San Diego, California 92101-0903 
Phone:  (619) 233-1155 
Fax:  (619) 233-1158 
E-Mail:  tfates@allenmatkins.com 
 
Attorneys for Receiver 
KRISTA FREITAG 
 

UNITED STATES DISTRICT COURT 

SOUTHERN DISTRICT OF CALIFORNIA 

 

SECURITIES AND EXCHANGE 
COMMISSION, 
 

Plaintiff, 
 

v. 
 
GINA CHAMPION-CAIN and ANI 
DEVELOPMENT, LLC, 
 

Defendants, 
 
AMERICAN NATIONAL 
INVESTMENTS, INC., 
 

Relief Defendant. 
 

Case No. 3:19-cv-01628-LAB-AHG 
 
DECLARATION OF KRISTA L. 
FREITAG IN SUPPORT OF 
RECEIVER'S JOINT MOTION FOR 
APPROVAL OF SALE OF 
PERSONAL PROPERTY INTEREST 
IN PULLMAN LOFTS PHASE I, LLC 
 
Chambers: 3B 
Mag. Judge: Hon. Allison H. Goddard 
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I, Krista L. Freitag, declare: 

1. I am the Court-appointed permanent receiver for Defendant ANI 

Development, LLC, Relief Defendant American National Investments, Inc., and 

their subsidiaries and affiliates ("Receivership Entities").  I make this declaration in 

support of my Motion for Approval of Sale of Personal Property Interest in Pullman 

Lofts Phase I, LLC ("Motion").  I have personal knowledge of the facts stated 

herein, and if called upon to do so, I could and would personally and competently 

testify to them. 

2. The receivership estate includes numerous residential and commercial 

real properties, as well as certain membership interests in limited liability 

companies, including Pullman Lofts Phase I, LLC ("Project Owner").  GCC 

Pullman Lofts Phase I, LLC ("Seller"), a Receivership Entity, owns a 40.5% 

membership interest (collectively the "Membership Interest") in the Project Owner.  

Based upon company records, Seller expended $783,273 in association with its 

Membership Interest. 

3. Project Owner and hence, the Seller, are governed by the Operating 

Agreement of Pullman Lofts Phase I, LLC dated March 12, 2019.  Project Owner 

holds an option to purchase the real property located at 701 Wilson Street, Santa 

Rosa, California, (the "Property"), upon which the Project Owner intends to develop 

a 72-unit apartment building with retail space located on the ground floor (the 

"Project.") 

4. Pullman Lofts First Phase LLC, a California limited liability company 

("Buyer") and I have agreed on terms of a proposed sale of the Membership Interest 

to Buyer (together with American National Investments, Inc.’s claim against JB 

Resources, LLC, a Nevada limited liability company for return of $25,000) for a 

total price of $495,887.53, which terms are memorialized in the Membership 

Interest Purchase and Sale Agreement dated January 17, 2020 ("Agreement"), 

attached hereto as Exhibit A and incorporated herein by this reference. 

Case 3:19-cv-01628-LAB-AHG   Document 229-1   Filed 01/29/20   PageID.3667   Page 2 of 33



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

 

1193764.01/LA -2- 

Case No.  3:19-cv-01628-LAB-AHG

 

LAW OFFICES 

Allen Matkins Leck Gamble 
Mallory & Natsis LLP 

5. In order to evaluate the prospective value of the Membership Interest, I 

investigated the present and future value of the proposed Project. To that end, I 

reviewed and analyzed the history of the Project, and a myriad of documents, 

reports and data concerning the proposed Project, including but not limited to 

budgets, cash flows, valuations, financing term sheets, market data, and appraisals.   

6. Among other things, I learned that the development of the proposed 

Project languished for years prior to my appointment.  As noted above, a condition 

precedent to the development of the Project will be the Project Owner's exercise of 

the option to purchase the Property.  The original Option Agreement was dated 

December 23, 2013, with the First Amended Option Agreement executed on 

August 15, 2015.  Thereafter, more than a dozen additional amended option 

agreements were executed reflecting at least 40 extensions of the original Option 

Term.   

7. I have considered the short and long-term prospects for the proposed 

Project along with the uncertainties, costs and risks associated with ground up 

development, including timing, forecasting future rental and absorption rates for the 

apartment units, and borrowing significant funds to support the development of a 

project that has already been identified by a prospective lender as "distressed."   

8. Much has been written about the real estate market in Sonoma County 

following the terrible wildfires over the last several years.  This has given rise to 

speculation and uncertainty in connection with the sale of real estate as well as the 

direction of the rental market in Santa Rosa.  I therefore view this as an uncertain 

real estate market, especially when viewed from the perspective of a federal equity 

receiver who is charged with preserving value and recovering principal on behalf of 

the investors.   

9. I have also considered how the value of the Membership Interest is 

impacted by future financial obligations of the Seller under the Operating 

Agreement.  Specifically, as a member of the Project Owner, the Seller (in other 
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words, the receivership estate) is likely obligated to make further capital 

contributions.  If such contributions are not made, then the Membership Interest may 

be diluted or reduced.   

10. I commenced negotiations with Buyer in September 2019.  Based upon 

the facts and circumstances of this matter, I believe that the Buyer's offer to 

purchase the Membership Interest for an immediate cash payment of $495,887.53 is 

acceptable and in the best interest of the Receivership Entities.  The offer represents 

a certain return of approximately 63% of the $783,273 of the amount invested by the 

Receivership Entities.  While this recovery reflects a loss on the investment, it is 

prudent and reasonable to accept the offer in the face of the significant uncertainties 

and speculation associated with the proposed Project, and is consistent with the 

discounted sale of non-traded, non-distributing membership interests.   

11. I have concluded that the proposed sale price for the Membership 

Interest is fair and reasonable when one looks at the known data and risks.  In my 

business judgment, the sale price is likely the best, most certain recovery the 

Receiver can hope to obtain from holding the Membership Interest or attempting to 

sell the Membership Interest on the open market (which sale would also be 

hampered due to member approval requirements under the Operating Agreement).   

12. The proposed sale solely involves personal property.  I do not believe 

that publication of a notice of the sale, holding a public auction, or requiring other 

procedural steps included in 28 U.S.C. §§ 2001-2004 would have benefit to the 

receivership estate under these circumstances and therefore I request that they be 

waived in the Court's broad discretion.   

\\\ 

\\\ 

\\\ 

\\\ 

\\\ 
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