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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.

898956.01/SD

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

DECLARATION OF KRISTA L.
FREITAG IN SUPPORT OF
RECEIVER'S MOTION FOR (A)
APPROVAL OF SALE OF
TENNYSON STREET PROPERTY
AND IIBE) RECOVERY OF PRIOR
EARNEST MONEY DEPOSIT FROM
ESCROW
Date:
Time: :
Courtroom: TBD

Mag. Judge: Hon. Allison H. Goddard

Au%ust 3, 2020
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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"). | make this declaration in
support of my Motion for (A) Approval of Sale of Tennyson Street Property and (B)
Recovery of Prior Earnest Money Deposit from Escrow ("Motion"). | 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. One of the residential real properties included in the receivership estate
Is a single-family residence located at 3548 Tennyson Street, San Diego, California
("Tennyson Property™). The Tennyson Property is 1,502 square feet with
four bedrooms and two bathrooms. The Tennyson Property was purchased on
August 20, 2019 for $840,000 and title was taken in the name of American National
Investments, Inc.

3. Having been purchased only about two weeks prior to my appointment,
the Tennyson Property was not occupied and while habitable, was in need of various
repairs, including repairs to a non-functioning elevator to make the property
wheelchair accessible. Upon my appointment, my staff and | performed an analysis
of the value of the Tennyson Property, including a review of automated valuation
scores for the property and a survey of the market comparable properties. | also
consulted with multiple licensed brokers about the value of the property and terms of
a potential listing agreement. Ultimately, | selected Resonate Real Estate ("Broker")
and had the Tennyson Property listed for sale at $865,000.

4, The Broker initially held two open houses and shortly thereafter two
offers were received, both near the listing price. After countering both offers for
their highest and best price, the highest offer was from Matthew Minnick and Peyton
Shealy ("Prior Buyer") in the amount of $885,000. The Prior Buyer and | then

signed a Residential Purchase Agreement and Joint Escrow Instructions, along with

898956.01/SD
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an Addendum that provides for the overbid, public auction, and Court approval
process. Prior Buyer placed the required earnest money deposit into escrow ($8,450)
("Prior Buyer Deposit™) and then removed all contingencies other than Court
approval.

5. With the assistance of counsel, I filed my motion for approval of the
sale to Prior Buyer (Dkt. 252), which was approved by the Court on March 17, 2020
(Dkt. 280). Prior to sale closing, however, Prior Buyer stated they would not close
the transaction. My staff requested that the escrow company, Granite Escrow
("Escrow™), release the Prior Buyer Deposit to the receivership estate. Escrow
advised that it would require an order from the Court confirming I could recover the
Prior Buyer Deposit before it would release the funds to the receivership estate.

6. | continued to market the Tennyson Property through Broker. Multiple
offers were received and my staff and | negotiated with the prospective purchasers.
As noted above, the Tennyson Property needs significant repairs, which ultimately
guelled interest from several prospective purchasers. Ultimately, the highest and best
offer was from Gregory Campbell and Jared Mejeur ("Buyer") in the amount of
$885,000. However, in light of the significant repairs needed, | agreed to a credit to
Buyer at closing in the amount of $12,500.

7. The Tennyson Property is encumbered by a deed of trust in favor of
Seattle Funding Group ("SFG"). The outstanding principal balance on the interest-
only loan is $546,000, and the loan is being paid current. Depending on when the
sale closes (assuming a July 2020 closing), the amount required to pay off the loan
will likely be in the range of approximately $546,000 to $550,000. Depending on
when the sale closes (assuming a July 2020 closing), | estimate that property taxes
paid at closing will likely be in the range of approximately $6,000 to $7,000 (these
numbers include a supplemental tax bill stemming from the August 2019 purchase).
The Broker's commission pursuant to the listing agreement is 4% of the sale price, or

$35,400, which amount will be split with Buyer's broker. The costs of sale,

898956.01/SD
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including escrow, title and recording fees are estimated to be approximately $7,200.
Finally, in addition to the repair credit at closing of $12,500, I agreed to pay through
escrow a sewer line repair in the amount of $15,000 directly to the repair vendor.
While exact amounts will be determined at closing, after all the aforementioned
amounts are paid out of escrow, the net sale proceeds for the receivership estate are
estimated to be in the range of approximately $255,000 to $265,000.

8. I believe the proposed sale to Buyer pursuant to the Agreement is in the

best interests of the receivership estate. The Tennyson Property was listed on the
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MLS with a licensed broker and shown to multiple interested parties. The property
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was properly marketed, multiple offers were received, terms negotiated, and the

—
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Agreement signed. The purchase price therefore reflects the market value for the
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Tennyson Property, and after factoring credits for repairs which total $27,500, is still
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$17,500 greater than the purchase price from when it was acquired in August 2019.

P
S

I declare under penalty of perjury under the laws of the United States of

Pk
()]

America that the foregoing is true and correct.
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Executed this\C_\) day of June 2020, at Los . ,..pe--
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Exhibit A Residential Purchase Agreement and Joint Escrow Instructions 6
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