Case 2:13-cv-01658-JCM-CWH Document 464 Filed 12/20/17 Page 1 of 128

1
2
3
4
5
6
7

Michael F. Lynch, Esq.
Nevada Bar No. 8555
LYNCH LAW PRACTICE, PLLC
3613 S. Eastern Ave.
Las Vegas, Nevada 89169
702.684.6000
702.543.3279 (fax)
Michael@LynchLawPractice.com
Attorney for the Receiver,
Robb Evans & Associates LLC
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UNITED STATES DISTRICT COURT

9

DISTRICT OF NEVADA

10
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13
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15
16
17
18
19

SECURITIES AND EXCHANGE
COMMISSION,

Case No.: 2:13-cv-01658-JCM-CWH

MOTION FOR ORDER
AUTHORIZING, DIRECTING,
AND REQUIRING RABOBANK,
vs.
N.A. AND HELEN TANG TO
IMMEDIATELY TURN OVER TO
EDWIN YOSHIHIRO FUJINAGA and THE RECEIVER ALL PROCEEDS
MRI INTERNATIONAL, INC.,
FROM THE SALE OF ONE STOP
PHARMACY
Defendants,
and
Plaintiff,

CSA SERVICE CENTER, LLC
THE FACTORING COMPANY,
JUNE FUJINAGA, and
THE YUNJU TRUST,
Relief Defendants.

20

Robb Evans & Associates LLC, the court-appointed equity receiver (the

21

“Receiver”) requests the Court enter an order authorizing, directing, and requiring (A)

22

Rabobank, N.A. to immediately tender to the Receiver all funds remaining, but not to

23

exceed $949,236.00, in the account defined below as the One Stop Account, and (B)

24

Helen Tang to immediately remit to the Receiver the sum of $164,118.04, which equals

25

the funds she improperly retained from the sale of the One Stop Pharmacy.

26
27
28
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MEMORANDUM OF POINTS AND AUTHORITIES

1
2

I.

INTRODUCTION AND SUMMARY OF RELIEF
The Receiver has investigated1 numerous accounts receivable held by the

3
4

Defendants and Relief Defendants. This motion relates to relief defendant EBJ&F’s

5

accounts receivable from One Stop Pharmacy Corporation (“One Stop”) in the

6

approximate2 amount of $1 million, identified in the McGladrey Report3 (defined below)

7

as an asset of the estate.

8

The Receiver’s investigation revealed the following. One Stop never satisfied its

9

indebtedness to relief defendant EBJ&F, LLC, and ceased doing business in early 2015.

10

Helen Tang, as the principal of One Stop, sold all of the assets of One Stop, generating

11

seller’s net proceeds in the amount of $550,000. The Receiver determined that One

12

Stop’s indebtedness to EBJ&F was $950,000 as of the date One Stop sold all of its assets

13

and ceased doing business.
The Receiver’s investigation also revealed that despite One Stop’s overdue and

14
15

outstanding indebtedness to EBJ&F, and well after the asset freeze was entered4 in this

16

case, Helen Tang as president of One Stop directed that the entire $550,000 comprising

17

all of seller’s proceeds from the One Stop sale be disbursed at the closing as follows: (A)

18

$385,000 by wire to the One Stop Account and (B) $165,000 by wire directly into Helen

19

1

21

The Receiver’s investigations included, without limitation, issuing subpoenas, analyzing
business records, loan and security documents available, closing document, deposing the
principal of One Stop, taking a deposition, and interviewing Mr. Fujinaga on several occasions.

22

2

20

23
24
25
26
27
28

All sums set forth in this Introduction are approximate. The exact sums are set forth below.

3

Capitalized terms used in the Introduction, not previously defined, shall have the meanings set
forth hereinbelow.
The first preliminary injunction was entered in October, 2013 (ECF No. 20).
Curiously, the One Stop sale closed the same day this Court entered its Report and
Recommendation that a limited receiver be appointed in this case (ECF No. 186),
and well after the Defendants and Relief Defendants agreed to the form of the
Proposed Order to Appoint Limited Receiver (see ECF No. 183) in December 2013.
4

2
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1

Tang’s personal checking account. As set forth in more detail below, seller’s proceeds

2

from the One Stop sale should have been remitted directly to EBJ&F upon closing, and

3

therefore rightfully belong to the receivership estate, and should be immediately returned.
The Receiver has also located and secured a Rabobank checking account owned

4
5

by One Stop Pharmacy Corporation (“One Stop”) with a balance of $430,000, which

6

account was unknown as of the date of the McGladrey Report. The Receiver determined

7

that the majority of the funds on deposit with Rabobank were proceeds from the One

8

Stop sale. Rabobank, despite the Receiver’s requests, has never agreed to turn these

9

funds over to the Receiver, but Rabobank did agree to freeze the funds, which funds

10

remain on deposit as of the date of this motion.
By this Motion, the Receiver requests that the Court enter an order (A) directing

11
12

and compelling Rabobank to promptly release the balance of the One Stop Account to the

13

Receiver, and (B) directing and compelling Helen Tang to immediately repay to the

14

estate all proceeds she received from the One Stop sale. However, the Receiver does not

15

request payment of any funds that exceed the amount of One Stop’s indebtedness to

16

EBJ&F.

17

II.

18

PROCEDURAL POSTURE
Robb Evans & Associates LLC was appointed receiver (the “Receiver”) in the

19

above-captioned case by that certain Order Appointing an Equitable Receiver entered on

20

February 23, 2015 (ECF No. 194), which commanded and authorized the Receiver to,

21

among other things, take and retain immediate possession, custody, and control of certain

22

property owned or controlled by Defendant Edwin Fujinaga and others.

23

The duties and responsibilities of the Receiver were enlarged by that certain Order

24

Appointing a Full Equitable Receiver to Assume Control over the Defendants' Assets and

25

Enforce the Final Judgment entered on May 15, 2015 (ECF No. 226) (the “Order

26

Appointing Receiver”). The Order Appointing Receiver supersedes the previous order,

27

and directs the Receiver to take and retain immediate possession, custody, and control of

28

all assets owned or controlled, directly or indirectly, by judgment debtors Edwin Fujinaga
3
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1

and MRI International, Inc., including but not limited to, EBJ&F, LLC and all of its

2

assets. Id. at ⁋⁋ (2) and (4)(d).
Under the Order Appointing Receiver, the Receiver is authorized, empowered, and

3
4

directed to perform certain duties and responsibilities, as reasonably appropriate and

5

necessary to comply with and effectuate the goals and purposes of the equitable

6

receivership. Id. at ⁋ 2.

7
8

III.

9

ONE STOP PHARMACY CORPORATION’S INDEBTEDNESS TO
RELIEF DEFENDANT EBJ&F, LLC.
A.

EBJ&F’s Loan to One Stop.

One Stop obtained a loan from EBJ&F in the amount of $1,100,000.00 (the

10
11

“Loan”), which Loan is evidenced by, among other things, that certain Revolving Loan

12

and Security Agreement dated July 31, 2008 (the “Note and Security Agreement”),

13

executed by Helen Tang as president of One Stop and delivered to EBJ&F. See the

14

Declaration of Brick Kane at ⁋ 4 (the “Kane Declaration”) attached hereto as Exhibit

15

“1”, and the Note and Security Agreement at ⁋ 2(a) attached hereto as Exhibit “2”. By

16

and through the Order Appointing Receiver, the estate holds all beneficial in and to One

17

Stop’s indebtedness to EBJ&F. See e.g., Order Appointing Receiver at ⁋⁋ 2, 4.
The Repayment of One Stop’s Indebtedness5 was secured by, among other things,

18
19

all of One Stop’s tangible and intangible property, and all proceeds therefrom (the

20

“Collateral”). See Note and Security Agreement, Ex. 2 at ⁋ 5. EBJ&F’s security interest

21

is further evidenced by that certain UCC Financing Statement describing the Collateral

22

and recorded on August 4, 2008, with the California Secretary of State as document no.

23

08-7167583358. A copy of the recorded UCC Financing Statement is attached hereto as

24

Exhibit “3”.

25
26
27
28

5

The term “Indebtedness” as used herein shall mean all amounts owing by One Stop pursuant to
the Loan.
4
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All documents executed in connection with the Loan shall be referred to herein as

1
2

the “Loan Documents”.

3

B.

4

The Sale of One Stop, Seller’s Proceeds, and the Distribution of Seller’s
Proceeds.

The Receiver’s discovery revealed that First American Title Insurance Company

5
6

(“First American”) handled the escrow and closing of the sale of One Stop to Walgreens.

7

In response to the Receiver’s subpoena duces tecum to First American, it produced a

8

copy of the One Stop Asset Purchase Agreement dated January 7, 2015 (the “Purchase

9

Agreement”), by and between One Stop and Walgreens. A copy of the Asset Purchase

10

Agreement (exhibits thereto omitted) is attached as Exhibit “4”. The Asset Purchase

11

Agreement sets forth the terms of Walgreens’ purchase of all of One Stop’s assets. See

12

id.

13

First American’s Disbursement Summary Report dated February 10, 2015 (the

14

“Disbursement Summary”) reveals that the One Stop sale closed on February 10, 2015

15

(the “Closing Date”), and that seller’s net proceeds from that sale was $547,060.12. See

16

Disbursement Summary attached as Exhibit “5”. First American identified this escrow

17

file as no. NCS-706109-SA1. Id.

18

First American divided and disbursed seller’s proceeds as directed by Helen Tang,

19

in her capacity as president of One Stop. See Helen Tang’s written disbursement

20

instructions, and the fully executed Escrow Instructions, collectively attached hereto as

21

Exhibit “6”.

22

Helen Tang directed First American to disburse seller’s proceeds as follows: (1)

23

$382,942.08 by wire into a Rabobank, N.A. checking account owned by One Stop,

24

account number ending in 5491 (the “One Stop Account”), and (2) $164,118.04 wired

25

into Helen Tang’s personal checking account at Chase Bank, account number ending in

26

7089 (the “Tang Personal Account”). Id. These two transfers are equivocal to a 30/70

27

split of seller’s net proceeds between Helen Tang personally and One Stop.

28
5

Case 2:13-cv-01658-JCM-CWH Document 464 Filed 12/20/17 Page 6 of 128

1

The disbursement to One Stop is further evidenced by the periodic monthly

2

statement for the One Stop account dated February 27, 2015 (“One Stop’s February

3

Statement”) which confirms deposit of the $382,942.08 into the One Stop Account on the

4

Closing Date. See One Stop’s February Statement, redacted pursuant to FRCP 5.2,

5

attached hereto as Exhibit “7”.

6

The disbursement to Helen Tang is further evidenced by the periodic monthly

7

statement into the Tang Personal Account dated February 24, 2015 (“Helen Tang’s

8

February Statement”) and confirming her receipt of the $164,118.04 on the Closing Date.

9

See Helen Tang’s February Statement, redacted pursuant to FRCP 5.2, is attached hereto

10
11

as Exhibit “8”.
C.

12

Helen Tang Was Not Justified in Retaining 30% of the Seller’s
Proceeds From the Sale of One Stop.

13

As discussed above, the Receiver has conclusively determined that One Stop was

14

indebted to EBJ&F in an amount exceeding 100% of seller’s proceeds from the its sale of

15

One Stop. See also, the Kane Declaration at ⁋⁋ 5, 6. Helen Tang’s disbursement to

16

herself was wrongful, and the funds she took from the One Stop sale must be

17

immediately returned and deposited into the estate’s general settlement fund to be

18

disbursed in accord with this Court’s further orders.

19

In support of the foregoing statements, and as part of the Receiver’s investigation,

20

its undersigned counsel took the deposition of Helen Tang concerning, without limitation,

21

One Stop’s Indebtedness to EBJ&F, the sale of One Stop, and related issues. See Excerpt

22

of Helen Tang’s deposition transcript (the “Deposition Transcript”), attached hereto as

23

Exhibit “9”.

24

When asked whether she had any explanation or justification for personally paying

25

herself 30% of the One Stop seller’s proceeds, she testified that her only reason and/or

26

justification for her action is the language in the Purchase Agreement, which stated that

27

for tax purposes, the allocation of proceeds was to be as follows.

28
6
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1

4.3 Allocation of the Purchase Price. The Purchase Price
will be allocated for Tax purposes as set forth in this Section
4.3.

2
3

(a) For the Inventory, an amount equal to the Inventory
Amount determined as set forth in Article II.

4
5

(b) For the covenants not to compete set forth in
Section 6.7, an amount equal to 20% of the Records Amount,
to be allocated among the covenantors at their discretion.

6
7

9

(c) For the covenants set forth in the Restrictive
Covenant (as defined in Section 5.2), an amount equal to 10%
of the Records Amount.

10

See id., at 124:18—126:3; see also Asset Purchase Agreement, Ex. 4 at section 4.3, (a) –

11

(c) (emphasis in original). With respect to Walgreen’s allocation of 20% for the non-

12

compete covenants in Section 4.3(b) above, by its own terms, this amount shall be

13

allocated among the covenantors. Further, with respect to Section 4.3(c), the covenants

14

referenced therein are covenants granted solely by One Stop. Id. at Section 5.2. In sum,

15

the Asset Purchase Agreement does not justify or provide any basis for Helen Tang’s

16

personal receipt of any of the seller’s proceeds. At most, it somewhat explains the

17

rationalization that Ms. Tang may have for improperly distributing One Stop’s funds to

18

herself.

8

19

Despite Ms. Tang’s efforts to rationalize her distribution to herself, Ms. Tang

20

testified that she was not aware of One Stop’s Indebtedness to EBJ&F, even though her

21

notarized signature appears on the Note and Security Agreement by and between One

22

Stop and EBJ&F. See Deposition Transcript, Ex. 9 at 131:1—132:14; see also, Note and

23

Security Agreement, Ex. 2 at pp. 30, 31. She also testified that she never determined

24

whether One Stop ever satisfied its Indebtedness to EBJ&F. See Deposition Transcript,

25

Ex. 9 at 131:1—132:14.

26
27
28
7
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1
2

IV.

3
4

ONE STOP’S INDEBTEDNESS TO EBJ&F AS OF THE CLOSING DATE
EXCEEDED SELLER’S PROCEEDS FROM THE SALE OF ONE STOP.
One Stop’s Indebtedness to EBJ&F was greater than the amount of seller’s

5

proceeds from the sale of One Stop as of the Closing Date (for ease of reference, the

6

Closing Date was February 10, 2015).

7

A.

8
9

One Stop’s Indebtedness to EBJ&F as December 31, 2013.

As this Court will recall, McGladrey LLP (“McGladrey”) is an independent
accounting firm appointed in this case to conduct an accounting of the money, assets,

10

liabilities, real property and personal property of the defendants and relief defendants in

11

this receivership action. (ECF Nos. 57 and 68). As authorized by the Court,

12

McGladrey’s work included the gathering and analysis of the defendants’ and relief

13

defendants’ bank statements, financial statements, tax returns, and property records,

14

which findings were then summarized by McGladrey its independent accounting report

15

dated September 9, 2014 (the “McGladrey Report”). Among other things, the

16

McGladrey Report identifies various financial assets and liabilities of the estate,

17

including accounts receivable belonging to the estate. See the excerpt of the McGladrey

18

Report (the “McGladrey Excerpt”) at pp. 1—14, attached hereto as Exhibit “10”.

19

Based upon its expert and independent analysis of the foregoing records,

20

statements, and information, McGladrey prepared a balance sheet for EBJ&F dated

21

December 31, 2013. McGladrey’s Report establishes that One Stop was indebted to

22

EBJ&F in the amount of $949,236.00 as of December 31, 2013. See id.6

23
24
25
26
27
28

6

The specific references within the McGladrey Excerpt are found on:
(A) Page bates numbered 000004, in Section A, ⁋ 2.3;
(B) Page bates numbered 000010, at Section C ⁋ 33 and fn.13; and
(C) Page bates numbered 000063, by reference to OSPC (i.e., One Stop Pharmacy
Corporation).
8
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1
2
3

B.

4

One Stop’s Indebtedness to EBJ&F was not less than $949,236.00 as of
the Closing Date.

5

The McGladrey Report establishes that One Stop was indebted to EBJ&F in the

6

amount of $949,236.00 as of December 31, 2013. To determine whether One Stop had

7

made any payments to EBJ&F that could have been made after the date of the McGladrey

8

balance sheet, the Receiver propounded several sets of written discovery, and thereby

9

obtained, among other things, the complete banking records for the One Stop Account

10

from January 1, 2014, through the end of March 2016 (the “One Stop Banking Records”),

11

which is well after the Closing Date. See Kane Declaration, Ex 1, at ⁋⁋ 5, 6.
The banking records obtained and analyzed by the Receiver encompass the entire

12
13

relevant period between the date of the McGladrey balance sheet and the Closing Date of

14

the One Stop sale. Id. The Receiver comprehensively reviewed and analyzed the One

15

Stop Banking Records, and verified that One Stop failed to make any payment

16

whatsoever towards its indebtedness to EBJ&F between the December 31, 2013 Balance

17

Sheet and the Closing Date. Id.
For the foregoing reasons, the Receiver has concluded that One Stop was and is, at

18
19

all times relevant to this Motion, indebted to EBJ&F in an amount not less than

20

$949,236.00. Accordingly, the entirety of seller’s proceeds from the sale of One Stop

21

should be paid to the estate and credited towards the One Stop account receivable.

22

V.

CONCLUSION.

23

The Receiver therefore requests that the Court enter an order (A) directing and

24

compelling Rabobank to promptly release the balance of the One Stop Account to the

25

Receiver, and (B) directing and compelling Helen Tang to immediately tender to the

26

estate $164,118.04, provided, however, that in no event shall the estate recover any

27

amount over $949,236.00 from One Stop and/or Helen Tang in connection with the One

28

Stop Indebtedness.
9
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1

The Receiver shall request that any order entered upon this motion shall provide

2

that all sums recovered by the Receiver in connection with the One Stop Indebtedness

3

shall be deposited by the Receiver into the estate’s general settlement fund, to be held in

4

that account until further order of this Court.

5

DATED December 20, 2017.

6
7

LYNCH LAW PRACTICE, PLLC

8

/s/ Michael F. Lynch
Nevada Bar No. 8555
3613 S. Eastern Ave.
Las Vegas, NV 89169
702.684.6000
702.543.3279 (fax)
Michael@LynchLawPractice.com

9
10
11
12
13

Attorney for the Receiver,
Robb Evans & Associates LLC

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
10
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Exhibit 1
Declaration of Brick Kane

Exhibit 1
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DECLARATION OF BRICK KANE

1
2

I, Brick Kane, declare:

3

1.

4

I am the president and chief operating officer of Robb Evans & Associates

LLC, the court-appointed equitable receiver (the “Receiver”) in this case.
2.

5

I am one of the members of the Receiver, and have primary responsibility

6

for the supervision and administration of the receivership estate in this action. If called

7

upon to testify as to the facts set forth in this declaration, I could and would testify

8

competently thereto, as the facts are either personally known to me to be true, or have

9

become known to me through knowledge gained through my supervision and

10

administration of the receivership estate.
3.

11

I make this Declaration in support of the Motion for Order Authorizing,

12

Directing, and Requiring Rabobank, N.A. And Helen Tang to Immediately Turn over to

13

the Receiver All Proceeds from the Sale of One Stop Pharmacy Motion for Order

14

Authorizing, Directing, and Requiring Rabobank, N.A. To Turn over to the Receiver

15

Funds Currently Held in a Checking Account Owned by One Stop Pharmacy (the

16

“Motion”), hereinabove.
4.

17

As a member of Robb Evans & Associates LLC, I am familiar with the

18

methods and procedures used by the Receiver and its staff and employees to gather,

19

receive, and safeguard records and documents relating to the receivership estate and/or its

20

assets in connection with the Receiver’s obligations, authorities, and duties set forth in

21

the Order Appointing Receiver.1 The records and documents attached to the Motion are

22

true and correct copies or excerpts of records or documents gathered, received,

23

maintained and safeguarded by the Receiver by its staff and employees, each of whom

24

has a duty to accurately maintain and safeguard the documents and records in full accord

25

with the Receiver’s powers and duties set forth in the Order Appointing Receiver. Based

26

upon my experience with Robb Evans & Associates LLC, I believe the Receiver’s

27
28

Capitalized terms not otherwise defined herein shall have the meanings set forth
in the Motion.
1
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Exhibit 2
Note and Security Agreement

Exhibit 2
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REVOLVING LOAN AND SECURITY AGREEMENT
(DISCRETIONARY ADVANCES PAYABLE ON DEMAND)
This REVOLVING LOAN AND SECURITY AGREEMENT (DISCRETIONARY
ADVANCES PAYABLE ON DEMAND) (this "Loan Agreement" or "Agreement") is made and
entered into as of July ..31 , 2008, by and between EBJ&F, LLC, a Nevada limited liability
company ("Lender" or "EBJ&F"), and ONE STOP PHARMACY CORPORATION, a California
corporation ("Borrower"), with reference to the following facts:
A.
Borrower is a corporation duly incorporated, validly organized and validly existing
under the laws of the State of California pursuant to Articles of Incorporation filed with the
California Secretary of State on September 19,2002 (the "Articles").

Borrower owns and operates an independent retail phannacy business ("Phannacy
Business") located at 1040 Colusa Avenue, Yuba City, California 95991.
B.

C.
Subject to the terms and conditions hereof, Lender has agreed to make revolving
loans to Borrower (the "Loans") to provide funds for distributions as may be pennitted by Lender
and for working capital to further promote and advance Borrower's business and operations and
for such other purposes as may be permitted hereby. The Loans are secured with a perfected first
priority lien and security interest on Borrower's interests in the Collateral (as defined in Section 5
below). All Loans under this Agreement shall be on a fully discretionary basis in the sole and
absolute discretion of Lender. In addition, in the sole and absolute discretion of Lender, Lender
may require Borrower to accept and receive Loans.

D.
The loan facility established by this Agreement (the "Loan Facility") is an
uncommitted, discretionary facility. Notwithstanding any request by Borrower for a Loan,
Lender has no commitment or obligation to make any Loan, and nothing in this Agreement may
be interpreted as a commitment or obligation to make anyone or more Loans. The decision
whether or not to make each Loan requested by Borrower will be made by Lender at the sole,
complete, and absolute discretion of Lender.
E.
Lender may require Borrower to pay all outstanding obligations under and in
connection with this Agreement at any time, whether or not a default has occurred under this
Agreement.
NOW, THEREFORE, in consideration of the foregoing facts and the mutual covenants
and conditions set forth herein, the parties hereto, intending to be legally bound, hereby agree as
follows:

1
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1.

The Loans.
(a)

Subject to the tenns and conditions hereof, Lender:

(i)
shall, subject to the Borrower's fulfillment of all of the conditions
precedent in Section 6(c), make the initial Loan to Borrower hereunder (the
"Initial Loan") in the amount set forth on Exhibit A hereto; and
(ii)
may in its sole and absolute discretion make one or more
subsequent Loans (on a revolving line of credit basis) to Borrower in an aggregate
principal amount outstanding not at any time to exceed One Million One Hundred
Thousand Dollars ($1,100,000.00) less the then outstanding principal amount of
the Initial Loan. Loans made under this Agreement and repaid by Borrower may
be re-borrowed by Borrower from time to time for the transactions contemplated
under this Agreement.
As one of the conditions precedent to the making of the Initial
(iii)
Loan, Lender will require proof in a fonn acceptable to it that there are no liens
against the Collateral, and that Lender will obtain a perfected first priority lien
against the Collateral upon the disbursement of the proceeds of the Initial Loan.
The proceeds of the Loans shall be made available to Borrower by wire transfer in
accordance with such written instructions as Borrower may deliver to Lender for
that purpose, provided that Lender reserves the right to disburse directly to the
relevant creditor any portion of any Loan proceeds being used to retire or reduce
existing indebtedness of Borrower.
(b)
NOTWITHSTANDING ANY REQUEST BY BORROWER FOR A
LOAN UNDER THIS AGREEMENT, LENDER HAS NO COMMITMENT OR
OBLIGATION TO MAKE ANY LOAN OTHER THAN THE INITIAL LOAN
(SUBJECT TO THIS AGREEMENT), AND NOTHING IN THIS AGREEMENT MAY
BE INTERPRETED AS A PROMISE OR COMMITMENT BY LENDER TO MAKE
ANY ONE OR MORE LOANS TO, OR FOR THE BENEFIT OF, BORROWER,
OTHER THAN THE INITIAL LOAN (SUBJECT TO THIS AGREEMENT). THE
DECISION WHETHER OR NOT TO MAKE EACH LOAN OTHER THAN THE
INIITIAL LOAN REQUESTED BY BORROWER WILL BE MADE BY LENDER AT
THE SOLE, COMPLETE AND ABSOLUTE DISCRETION OF LENDER. IF
LENDER MAKES ANY ONE OR MORE LOANS UNDER THIS AGREEMENT,
LENDER WILL NOT BE COMMITTED TO MAKE ANY OTHER LOANS. THE
DISCRETIONARY, UNCOMMITTED NATURE OF THE LOAN FACILITY MAY
NOT BE MODIFIED BY ANY COURSE OF CONDUCT BETWEEN LENDER AND
BORROWER.

2.

Repavment of The Loan.

(a)
The Loans. The Loans shall be evidenced by the tenns of that certain Note
of even date herewith, in the original principal amount of One Million One Hundred
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Thousand and NollOOths Dollars ($1,100,000.00) made by Borrower payable to Lender
or its order (as at any time amended, supplemented or restated, the ''Note'').
(b)
Interest. The outstanding principal balance of the Loans bear interest at an
annual rate equal to nine percent (9%) per annum. All accrued but unpaid interest on the
outstanding principal balance of the Loans is due and payable by Borrower to Lender on
the last day of each calendar month. All interest accruing on the Loans shall be calculated
on the basis of actual days elapsed and a year of 365 days. Any payment which is due on a
day that is not a business day shall instead be deemed to be due on the next business day,
and interest thereon shall accrue and be payable at the then applicable rate until the date of
actual payment by Borrower.
(c)
Excess Interest. It is the intent of the parties to comply with the usury laws
of the governmental authorities having jurisdiction over the Loans (the "Applicable USurv
Law"). Accordingly, it is agreed that notwithstanding any provisions to the contrary in
this Agreement, or in any of the documents securing payment hereof or otherwise relating
hereto, in no event shall this Agreement or such documents require the payment or permit
the collection of interest in excess of the maximum contract rate permitted by the
Applicable Usury Law (the "Maximum Interest Rate"). In the event (a) any such excess
of interest otherwise would be contracted for, charged or received from Borrower or
otherwise in connection with the Loans, or (b) the maturity of the Obligations is
accelerated in whole or in part, or (c) all or part of the Obligations (as defined in Section 5
below) shall be prepaid, so that under any of such circumstances the amount of interest
contracted for, shared or received in connection with the Loans, would exceed the
Maximum Interest Rate, then in any such event (1) the provisions of this paragraph shall
govern and control, (2) neither Borrower nor any other person or entity now or hereafter
liable for the payment of the Obligations shall be obligated to pay the amount of such
interest to the extent that it is in excess of the Maximum Interest Rate, (3) any such excess
which may have been collected shall be either applied as a credit against the then unpaid
principal amount of the Obligations or refunded to Borrower, at Lender's option, and
(4) the effective rate of interest shall be automatically reduced to the Maximum Interest
Rate. It is further agreed, without limiting the generality of the foregoing, that to the
extent pennitted by the Applicable Usury Law; (x) all calculations of interest which are
made for the purpose of detennining whether such rate would exceed the Maximum
Interest Rate shall be made by amortizing, prorating, allocating and spreading during the
period of the full stated term of the Loans, all interest at any time contracted for, charged
or received from Borrower or otherwise in connection with such Loans; and (y) in the
event that the effective rate of interest on the Loans should at any time exceed the
Maximum Interest Rate, such excess interest that would otherwise have been collected
had there been no ceiling imposed by the Applicable Usury Law shall be paid to Lender
from time to time, if and when the effective interest rate on the Loans otherwise falls
below the Maximum Interest Rate, to the extent that interest paid to the date of
calculation does not exceed the Maximum Interest Rate, until the entire amount of interest
which would otherwise have been collected had there been no ceiling imposed by the
Applicable Usury Law has been paid in full. If the Maximum Interest Rate is increased at
any time hereafter because of a change in the Applicable Usury Law, then to the extent not
3
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prohibited by the Applicable Usury Law, such increases shall apply to all indebtedness
evidenced hereby regardless of when incurred; but, again to the extent not prohibited by
the Applicable Usury Law, should the Maximum Interest Rate be decreased because of a
change in the Applicable Usury Law, such decreases shall not apply to the indebtedness
evidenced hereby regardless of when incurred.
(d)
Prepayment: Preoavment Consideration. Except as set forth in this
Agreement, if any prepayment of all or any portion of the principal balance hereunder occurs,
whether in connection with Lender's acceleration of the unpaid principal balance of the Loan
or in any other circumstances whatsoever, or if this Agreement is satisfied or released by
foreclosure or by any other means, then Borrower shall therewith pay the Prepayment
Consideration. The foregoing shall not create any right of prepayment. Borrower shall have
no right whatsoever to prepay all or any portion of the principal balance of the Loan, except as
follows:
Lender, at its sole and absolute discretion, expressly consents in
writing to a prepayment of all or any portion of the principal balance hereunder;
(i)

(ii)
A prepayment of all or any portion of the principal balance
hereunder in accordance with and pursuant to Lender's express request in writing;
or

(iii)
Provided no Default (as defmed in Section 18 below), exists
hereunder or under any Loan Document (as defined in Section 6(c) below), and
provided that Lender has given the Non-Extension Notice (as defmed in Section
2(e) below), Borrower shall have the right to pay all (but not less than all)
obligations then outstanding under the Loan Documents, including the principal
balance outstanding hereunder. In such case there shall be no Prepayment
Consideration due or payable if such prepayment is made within ten (10) days of
the date of Lender's Non-Extension Notice; however, the Prepayment
Consideration shall be due and payable to Lender if such prepayment is not made
within ten (10) days of the date of Lender's Non-Extension Notice.
The "Prepayment Consideration" shall be the amount equal to ten percent (10%)
of the Loan balance outstanding at the time of prepayment.
BORROWER HEREBY EXPRESSL Y WAIVES AND RELINQUISHES ANY
AND ALL RIGHTS TO PREPAY THE LOAN IN WHOLE OR PART
WITHOUT PENALTY, AND EXPRESSLY AGREES TO PAY THE
AMOUNTS REQUIRED HEREIN IN THE EVENT OF ACCELERATION.
BORROWER AGREES THAT THE PREPAYMENT CONSIDERATION
REQUIRED HEREUNDER IS REASONABLE. BORROWER HAS GIVEN
INDIVIDUAL WEIGHT TO
THE CONSIDERATION IN THIS
TRANSACTION FOR THIS WAIVER AND AGREEMENT. BORROWER
HEREBY EXPRESSLY WAIVES THE BENEFIT OF ANY APPLICABLE
LA W TO THE CONTRARY.
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ONE STOP PHARMACY CORPORATION, a
California corporation
,·1.'

By: __-~y'_~_{~(=~,_jl~,/~t~-_,~
__, __,,~,/___________
Helen Tang, Preside~~
(

,./

(e)
Maturity Date. All outstanding principal of, and accrued and unpaid
interest on, the Note, and all other amounts then accrued and unpaid under the Loan
Documents shall be due and payable on the earlier of demand by Lender ("Lender's
Demand Date"), or the date that is twelve (12) months after the first payment date of
interest under the Note (the "Maturity Date"); provided, however, subject to Lender's
Demand Date, the Maturity Date then in effect shall be automatically extended for an
additional twelve (12) months if Lender does not notify Borrower in writing, at least thirty
(30) days prior to the Maturity Date then in effect, that the Maturity Date then in effect
will not be extended automatically (such written notification being referred to herein as the
"Non-Extension Notice").
3.
Lender's Collection Account. Lender shall establish and maintain one or more
bank accounts (individually and collectively, the "Collection Account") with one or more banks
acceptable to Lender. Borrower shall ensure that all collections of its accounts receivable and all
other cash payments received by Borrower are paid and delivered directly from account debtors
of Borrower into the Collection Account. Notwithstanding and without limiting any other
provision of any Loan Document, Lender may apply, on a daily basis or at such other intervals as
Lender may choose, all funds transferred into the Collection Account as follows: first to fees,
costs and expenses due and owing under the Loan Documents, then to interest and/or principal
due and owing under the Loans, and in the event of a Default hereunder Lender may in its sole
and absolute discretion apply funds transferred into the Collection Account in any order it deems
appropriate or in the manner set forth in Section 19(b)(i) through (iv). To the extent that any
accounts receivable of Borrower or any proceeds of Collateral and/or any other cash payments
received by Borrower are not sent directly to the Collection Account, but are received by
Borrower or any of its affiliates, such collections and proceeds shall be held in trust and as a
fiduciary for the benefit of Lender and immediately remitted (and in any event within two (2)
business days), in the form received, to the Collection Account. Borrower acknowledges and
agrees that compliance with the terms of this Section 3 is an essential term of this Agreement, and
that, in addition to and notwithstanding any other rights Lender may have hereunder, WIder any
other Loan Document, under applicable law or at equity, upon each and every failure by
Borrower or any of its affiliates to comply with any such terms Lender shall be entitled to assess
late charges, whether or not a Default occurs or is declared, provided that nothing shall prevent
Lender from considering any failure to comply with the terms of this Section 3 to be a Default.
All funds transferred to the Collection Account for application for purposes of calculating interest
hereunder, shall be subject to a five (5) business day clearance period. If, as the result of
collections of accounts receivable or proceeds of other Collateral and/or any other cash payments
received by Bon-ower pursuant to this Section 3, a credit balance exists with respect to the
Collection Account, such credit balance shall not accrue interest in favor of a Borrower. If
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applicable, at any time prior to the existence and operation of the Collection Account, Borrower
shall direct all collections or proceeds it receives on accounts receivable from other Collateral to
the account(s) and in the manner specified by Lender in Lender's sole discretion.
4.
Late Charge: Interest in Event of Default. Should Borrower fail to make any
payment called for pursuant to this Agreement or the Note within five (5) days after its due date,
Lender shall assess and Borrower shall pay, to the extent permitted by applicable law, a late
charge of five percent (5%) of the late payment amount, but only once for each such late
payment. Borrower aclmowledges that Lender will incur additional expenses in handling the
delinquent payment, the exact amount of which is difficult to ascertain, but that said late charge is
a reasonable estimate of Lender's expenses so incurred. Late charges shall be in addition to
interest, which shall continue to accrue as set forth herein. Notwithstanding anything to the
contrary in this Agreement, if Borrower fails to make any payment called for pursuant to this
Agreement or the Note (including by acceleration or otherwise), or any other amount owing to
Lender under any Loan document, within five (5) days after its due date, then interest may accrue
at the sole option of Lender, at the rate of eighteen percent (18%) per annum ("Default Rate")
commencing as of the date on which the amount became due and continuing until such amount is
paid in full to Lender.
5.
Securitv Interest. As security for the obligations of Borrower under the Loan
Documents, Borrower hereby grants, conveys, and transfers to Lender, and Lender has, a first
priority lien and security interest in and to all of the following:
(a)
All of Borrower's existing and hereafter acquired tangible personal
property, including, without limitation, all present and future inventory, goods, fixtures,
equipment, machinery, furniture, furnishings, apparatus, materials, and supplies;
(b)
All of Borrower's existing and hereafter acquired intangible personal
property, including, without limitation, all present and future accounts, contract rights,
permits, licenses, grants, approvals, general intangibles, goodwill, chattel paper,
documents (including, without limitation, bills of lading and warehouse receipts),
instruments, investment property, financial assets, deposits, reserves, deposit accounts,
letters of credit, letter of credit rights and supporting obligations, trade names, trademarks
and service marks, copyrights, patents, patent applications, inventions, copyrightable
materials, corporate names, company names, fictitious business names, rights to the
payment of money or other fonns of consideration of any kind, income, receipts, revenues,
rents, issues and profits, refunds and deposits due, royalties, commercial tort claims,
insurance proceeds now owned or hereafter acquired, software, computer programs,
books, records, correspondence, files and electronic media, and all information stored
therein, and all intangible and tangible personal property relating to any of the foregoing;
(c)
To the extent not described in (a) and (b) above, all other property and
assets in which Borrower has rights or the power to transfer a security interest to a
secured party, whether now existing or hereafter acquired, including interests in real
property leases;
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(d)
All proceeds of any of the property and assets described in (a) through (c)
above, whether due or to become due from any sale, exchange or other disposition
thereof, whether cash or non-cash in nature, and whether represented by checks, drafts,
notes, or other instruments for the payment of money, including, without limitation, all
property, whetber cash or non-cash in nature, derived from tort, contractual or other
claims arising in connection with the foregoing tangible personal property and intangible
personal property; and
(e)
Any and all additions to any of the foregoing, and any and all replacements,
products and proceeds (including, but not limited to, insurance proceeds) of any of the
foregoing;
(such property interests described in (a) through (e) above being collectively referred to in this
Agreement as the "Collateral"), FOR THE PURPOSES OF SECURlNG, in such order of priority as
Lender may elect, all obligations, liabilities, and indebtedness of whatever kind or nature now or
hereafter owing by Borrower to Lender, including, without limitation, the following (collectively, the
"Obligations"):
(i)
The repayment of the indebtedness evidenced by the Note with
interest thereon as provided in the Note and this Agreement, and all charges and
fees required thereunder, and all extensions, renewals, modifications, amendments
and replacements thereof;
(ii)
The payment of all otber sums which may be advanced by or
otherwise be due to Lender under any provision of this Loan Agreement, any other
Loan Document or under any other instrument or documents referred to in clause
(iii) below, with interest thereon at the rate provided herein or therein;
(iii)
The performance of each and every covenant and agreement of
Borrower contained (A) in the Note, and in any agreement or note evidencing a
Separate Advance (as hereinafter defined), and (B) in any and all guaranty
agreements, pledge agreements, loan agreements, option agreements, supplemental
agreements, assignments, and all instruments of indebtedness or security now or
hereafter executed by Borrower in favor of Lender whether or not related to this
Loan Agreement, and (C) the performance of each and every covenant and
agreement of Borrower's owner, Helen Tang, under her Pledge Agreement in
favor of Lender; and
(iv)
The repayment of any other loans or advances, with interest
thereon, hereafter made to Borrower (herein "Separate Advances").
In furtherance, and not in limitation, of the foregoing, this Agreement is intended to be a
Security Agreement pursuant to the Uniform Commercial Code for any items that are part of the
Collateral which, under applicable law, may be subject to a security interest pursuant to the
Uniform Commercial Code. Further, to the extent that any item which is part of the Collateral
may not be subject to a security interest pursuant to the Unifonn Commercial Code, tbis
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Agreement shall constitute a chattel mortgage with respect to such item. In either case, however,
Borrower acknowledges and agrees that by virtue of this Agreement it has granted to Lender a
security interest in said items.
6.

Funding Conditions.

(a)
Procedures for Loan Advances. Unless otherwise permitted by Lender,
Loans under this Agreement will be made by Lender not more frequently than once
monthly, and upon satisfaction of all other conditions set forth in this Section 6.
(b)
Information Pertaining to Advances. Prior to making any Loans under this
Agreement to Borrower, or any person designated for payment by Borrower, if requested
by Lender, Borrower shall submit to Lender a loan advance requisition form, in form and
substance satisfactory to Lender ("Requisition Fonn"), certified by Borrower, specifically
detailing the amount of funds requested to be advanced by Lender, the purpose for which
such funds are to be utilized by Borrower, the person to whom Borrower will pay from
such funds, and such other information as Lender, in its sole and absolute discretion shall
require.
(c)
Conditions for Loan Advances. Lender will not make the Initial Loan or
any subsequent Loan unless each of the of the following conditions precedent has been
satisfied:
(i)
Documentary Conditions. Lender shall have received the following
documents, in form and substance satisfactory to Lender, all duly executed and,
where applicable, duly recorded or filed:
(A)

Promissory Note.
The Note,
satisfactory to Lender.

(B)

UCC Financing Statements. Such UCC financing statements
as Lender may require for the purpose of perfecting the
security interests granted to it pursuant to the Loan
Documents.

(C)

Evidence of Authorization.
(1) Copies of such charter
documents of Borrower, and of such resolutions of Borrower
authorizing the execution, delivery and performance of the
Loan Documents to which it is or is to become a party
pursuant hereto, and (2) such evidence of Borrower's
continuing existence and good standing, as Lender may
require.

(D)

Ancillarv Documents. If required by Lender, each of the
following documents: (1) such certificates of officers of
Borrower as Lender shall require; (2) intentionally omitted; (3)
a payment authorization identifying the bank account to which
8
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the Loans should be transferred; (4) deposit account control
agreements for each of Borrower's banle accounts; and (5)
subordination agreements executed by the holders of any
indebtedness of Borrower.
(E)

Pledge Agreements from Borrower's Owner.
Pledge
Agreements, in favor of and in fonn and substance satisfactory
to Lender, from Borrower's sole owner, namely, Helen Tang,
covering all ownership interests of such person in Borrower.

(F)

Other Documents. Such other documents, agreements,
certificates, and instruments as Lender may require from time
to time.

Items (A) through (F) above, as at any time amended, supplemented or restated, are sometimes
individually referred to herein as a "Loan Document" or collectively referred to herein as the "Loan
Documents. "
Borrower Financial Information. Lender shall have received all of
Borrower's financial infonnation, including, but not limited to, financial statements
(including income and expense statements and balance sheets), budgets, business plans,
accounts receivable reports, and such other financial infonnation as Lender shall
require.
(ii)

Perfection and First Lien Position. Lender's security interest in all
(iji)
Collateral shall have been duly perfected and be in a first lien position, as
evidenced by an of-record Uniform Commercial Code ("UCC") search showing
Lender to have a first priority, perfected security interest in the Collateral. Lender
shall have obtained a first priority, perfected security interest in any vehicles and other
machinery, vessel, or equipment for which a certificate of title has been issued, applied
for, or for which a certificate of title is required by applicable law (the "Certificated
Collateral").
(iv)
No Adverse Change in Borrower's Condition. There shall have
been no adverse change in the business or financial condition of Borrower since
May 1,2008.
(v)
Lender's Approval ofInitial Advance. The sums to be advanced by
Lender shall have been approved by Lender in its sole and absolute discretion and,
if required by Lender, Lender shall have received from Borrower a Requisition
Form.
(vi)
1nsurance. Lender shall have received the following: (A) evidence of
insurance with coverage limits, deductibles, and other policy provisions satisfactory to
Lender; and (B) endorsements naming Lender as additional insured and loss payee on
aU applicable insurance policies of Borrower.
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(vii) Lien Releases. Lender shall have received a release of lien and payoff
letter from each person or entity having a prior security interest in the Collateral,
including an agreement of waiver of lien from the landlord of the building housing the
Phannacy Business.
(viii) Payment of Lender's Costs. Borrower either shall have paid all
costs of investigations, due diligence, recording and filing, attorneys' fees of
Lender's counsel related to the negotiation and documentation of this Loan
Agreement and any and all other Loan Documents, and all other costs and
expenses to be paid by Borrower hereunder on or prior to the funding of the Loan,
or shall have made arrangements with Lender to pay such fees and costs from the
Initial Loan.
(ix)
No Defaults. No Default or event that, with the giving of notice or
the lapse of time, or both, would constitute a Default, shall have occurred and be
continuing or would exist after giving effect to the Initial Loan.

(x)
Representations and Warranties. Each of the representations and
warranties of Borrower, or any other party contained in any of the Loan
Documents, shall be true and correct in all respects.
(xi)
Collections. Lender shall have received such documentation and
agreements regarding the collection of Borrower's accounts receivable and other
collateral proceeds as Lender may require.
(xii) Additional Evidence. Lender shall have received such other
evidence as Lender, in its sole and absolute discretion, may request to establish the
consummation of the transactions contemplated hereby and the compliance of the
conditions set forth in this Loan Agreement.
(d)
Subsequent Advances. After the Initial Loan has been made by Lender,
Lender need not make any further Loans at any time if:
(i)
Borrower fails to deliver to Lender any assignment, agreement,
pennit, license, or other document or evidence required by Lender;
(ii)

Borrower is in Default under any of the Loan Documents;

(iii)
Borrower has not obtained or Borrower is not in compliance with
any governmental approval, regulation, law, or ordinance required as to or
applicable to Borrower.
(iv)
The sums requested to be advanced by Lender have not been
approved by Lender, in Lender's sole and absolute discretion.
(v)
Any condition to the advance of the Initial Loan set forth in Section
@ is not then fulfilled to Lender's satisfaction.
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(e)
Discretionarv Nature of Loan Facilitv. The conditions precedent for the
making of Loans set forth in Sections 6(c) and 6(d) do not in any way limit or impair the
right of Lender to refuse to make any Loan other than the Initial Loan in its sole and
absolute discretion.
7.

Representations and Warranties of Borrower. Borrower represents and warrants

that:
(a)
Authorization. Borrower is a corporation duly incorporated, validly
organized, and validly existing under the laws of the State of California. Borrower has the
power and authority to engage in the transactions contemplated by this Agreement, the
Note, and each of the Loan Documents and all action, corporate or otherwise, has been
taken which is necessary to authorize the approval, execution, delivery and performance of
this Agreement, the Note and each of the Loan Documents to which it is a party.
Borrower has obtained and shall maintain all consents, approvals, pennits and licenses
from any third party, and all court, administrative agency or other governmental authority
required in connection with its business or this Agreement, including the California State
Board of Pharmacy. This Agreement and the Loan Documents, and actions contemplated
thereby, constitute valid and legally binding obligations of Borrower enforceable in
accordance with their respective terms.
The person signing this Agreement has all
requisite power and authority to make Borrower a party to this Agreement.
No Adverse Conditions. There are no disputes, offsets, or adverse claims
in connection with or relating to the Collateral that have not been disclosed in writing to
Lender. No event or condition is continuing which constitutes, or with notice or lapse of
time, or both, would constitute, a Default. There is no action, suit, investigation, or
proceeding pending or, to the knowledge of Borrower, threatened against Borrower
before or by any court, administrative agency, or other governmental authority which
might adversely affect its business, assets or financial condition or which could have an
adverse effect upon its rights or duties hereunder or under any of the Loan Documents.
Borrower has filed all tax returns required to be filed by it, and is not in material default in
the payment of any taxes levied or assessed against it or any of its assets. Borrower is not
in default in any way with respect to an obligation under any applicable law, judgment,
order, decree, rule or regulation of any court, administrative agency or other governmental
authority to which it may be subject, including, but not limited to, laws and regulations
pertaining to its Pharmacy Business and employee relations and employee benefits and
plans. Neither the execution and delivery of, nor the performance of and compliance with,
this Agreement or any other Loan Document or action required by Borrower pursuant
thereto will result in the breach or default under any agreement, obligation, order or
undertaking by which Borrower or any of its properties is bound or affected.
(b)

(c)
Environmental Qualitv. Borrower has not received any written claim of
noncompliance with environmental laws against Borrower. Neither the Collateral nor
Borrower is under any investigation by any state or federal agency designated to enforce
said laws and regulations nor is any such investigation threatened.
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(d)
Good Title; Acquisitions of Assets. Borrower has good and marketable
title to the Collateral, which is and at all times shall be free from any mortgage, deed of
trust, pledge, lien, security interest, lease, encumbrance or charge other than the security
interest created by tlns Agreement. If the interest of Borrower in the Collateral or any
part thereof, is threatened for any reason, Borrower authorizes Lender to take all
necessary steps for the defense of such interests, including employment of counsel and the
compromise and discharge of said claims, and Borrower agrees to reimburse Lender for all
reasonable costs, including reasonable attorneys' fees, incurred in connection therewith.
Since its fonnation, Borrower has not changed its name, state of organization, or
corporate identity or engaged in any merger or acquisition of assets outside of the
ordinary course of business, and Borrower's Chief Executive Office is located at 1040
Colusa Avenue, Yuba City, California. Borrower does not transact business, and has not
transacted business since its formation, under any trade, fictitious, or assumed name other
than One Stop Pharmacy.
(e)
Leases. Borrower has delivered to Lender true and correct copies of all
leases ("Leases") pertaining to the Collateral and any location where Borrower conducts
its business, including all amendments thereto, as currently in full force and effect,
including an Office Space Lease dated December 10, 2007 between Nathan Tang and
Helen Tang, as landlords, and Borrower, as tenant, as amended by a First Amendment to
Office Space Lease dated July 31, 2008. There currently exists no default under the
Leases. The Leases contain the full agreements of the parties thereto with respect to the
subject matter thereof.
(f)
Correctness of Statements. No financial statement, or other infonnation,
or any other statement made or furnished to Lender by or on behalf of Borrower in
connection with this Agreement contains or will contain any materially untrue statement of
fact or onnt any material fact necessary to make the statements included therein not
nnsleading. All financial statements provided to Lender have been prepared on a basis
consistent with prior periods, in a fonn and standard reasonably satisfactory to Lender,
and fairly and accurately present the financial condition and the results of operations of
Borrower as of its respective date and for the periods covered thereby. There are no facts
known to Borrower which have not been disclosed in writing to Lender, which materially
and adversely affect the business, properties, assets, operations, condition (financial or
otherwise), affairs or prospects of Borrower.

(g)

Intentionally Omitted.

(h)
Licensing. Borrower is licensed by the California State Board of Phannacy
to engage in the Phannacy Business. Borrower is and shall remain in good standing with
all other governmental, quasi-governmental and other regulatory agencies that deal with
the Borrower or the Phannacy Business, including the California State Board of
Phannacy.
(i)
Borrower's Bank Accounts. The number of each account and name of
each bank or other financial institution at which Borrower conducts its banking business is
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as follows: Account No. 500005491 (checking) at Butte Community Bank, 1600 Butte
House Road, Yuba City, California, and Account No. 201003928 (checking account) and
301003026 (money market account) at River Valley Community Bank, 1629 Colusa
Avenue, Yuba City, California (collectively, "Borrower's Bank Accounts"). Borrower
will not change Borrower's Bank Accounts or open new accounts without first receiving
Lender's written consent. Borrower shall: (A) provide prompt written notice to each
bank or other financial institution at which Borrower conducts its banking business to
transfer all items, collections and remittances that it receives to the Collection Account;
(B) change its remittance address for all payments on accounts receivable to the Collection
Account, and upon request by the Lender, provide prompt written notice to each account
debtor of Borrower that Lender has been granted a first priority lien and security interest
in, upon and to all accounts receivable applicable to such account debtor and direct each
account debtor of Borrower to make payments to the Collection Account, and Borrower
hereby authorizes Lender, upon any failure to send such notices and directions within ten
(l0) calendar days after request, to send any and all similar notices and directions to such
account debtors; (C) if requested by Lender, close Borrower's Bank Accounts; and (D)
shall do anything further that may be lawfully required by Lender to create and perfect
Lender's security interest or lien interest in any collateral and effectuate the intentions of
the Loan Documents. At Lender's request, Borrower shall immediately deliver to Lender
all items for which lender must receive possession to obtain a perfected security interest
and all notes, certificates, and documents of title, chattel paper, warehouse receipts,
instruments, and any other similar instruments constituting collateral.
(j)
Representations Re-made. Each of the foregoing representations and
warranties shall be deemed re-made on the date on which Borrower requests a Loan, and
each shall be deemed re-made on the date of each advance of a Loan by Lender under this
Agreement and shall survive the termination of this Loan Agreement and any replacement
or refinancing of any Loan or Loans.

8.
Certain Covenants of Borrower. Until the Loans and all other amounts payable to
Lender pursuant to this Agreement and the Note have been paid in full and this Agreement has
been terminated, Borrower covenants and agrees as follows:
Borrower shall maintain and preserve
(a)
Maintenance of Existence.
Borrower's assets and all rights, permits, licenses, approvals, franchises and other
authority necessary for the conduct of the Pharmacy Business and all of Borrower's
business operations. Borrower shall maintain and preserve the business of its Pharmacy
Business, Borrower's business operations, and the Collateral in good order, condition and
repair. Borrower shall notify Lender within five (5) days of the institution of any litigation
or legal proceedings that involve a claim against Borrower exceeding $5,000.
(b)
Taxes, Assessments and Other Charges. Borrower shall duly and promptly
pay and discharge, as the same become due and payable, all taxes, assessments and
governmental and other charges, levies or claims levied or imposed, or which if unpaid
might become a lien or charge upon Borrower's properties, assets, earnings or businesses,
except as such are being diligently contested in good faith and by appropriate proceedings
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and in respect of which an adequately funded reserve or other appropriate provision has
been established to pay and discharge same and provided that no notice of lien has been
filed or recorded in respect thereof. Borrower shall, if requested by Lender, deliver
evidence of payment to Lender in a form reasonably acceptable to Lender.
Payment of Obligations. Borrower shall pay all liabilities and obligations
(c)
when due and prior to the date on which penalties attach thereto and to keep all existing
debts current.
(d)
Laws.
Borrower shall comply with all governmental statutes and
regulations affecting the ownership of Borrower's property, the conduct of Borrower's
Phannacy Business, and the Collateral.
(e)
Records. Borrower shall keep full and accurate accounts and records
concerning the CollateraL Borrower's business operations, including the Phannacy
Business.
(f)
Recording and Filing. Borrower shall cooperate with Lender in executing,
filing and recording any documents and in taking any other actions that Lender may
reasonably request in contemplation of the transactions hereunder and under the other
Loan Documents. In addition, and notwithstanding the foregoing, Borrower hereby
expressly authorizes and empowers Lender to file one or more financing or continuation
statements, and amendments thereto and assignments thereof, relative to the Collateral, all
without the signature of Borrower where pennitted by law.

(g)
Lender's Inspections. Lender and its agents and representatives shall have
the right, at all reasonable times, with notice, to inspect all of any portion of the Collateral,
Borrower's business operations, including the Phannacy Business, and/or to examine,
copy and audit Borrower's books, records, accounting and other data. Borrower shall
assist Lender in making any such inspection. Notwithstanding anything to the contrary
herein, Lender's inspection of phannaceutical products, and record retention areas at the
facilities from which Borrower conducts the Phannacy Business must be accompanied by
a licensed phannacist of Borrower or other representative authorized by law in view of the
rules and regulations of the California State Board of Phannacy. Notwithstanding
anything to the contrary herein, Lender is under no duty to inspect the Collateral,
Borrower's business operations, including the Phannacy Business, or to examine or audit
any books, records, accounting and other data or to supervise Borrower. Any inspection,
observation or examination by Lender shall be solely for the purpose of protecting
Lender's interest and preserving Lender's rights under the Loan Documents. Lender owes
no duty of care to protect Borrower or any other party against, or to infonn Borrower or
any other party of any adverse condition affecting the Collateral, Borrower's business,
including the Phannacy Business. No default by Borrower will be waived by any
inspection by Lender.
(h)
Agreements. Other than agreements in the ordinary course of Borrower's
business, no agreement with respect to Borrower, Borrower's business, including the
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Phannacy Business, shall be entered into, amended, extended, modified, assigned or
terminated without the prior express written consent of Lender. Lender shall respond with
its approval or disapproval (which shall be in the sole and absolute discretion of Lender)
to Borrower's request for consent within ten (10) days. If Lender does not provide
Borrower with its approval or disapproval of the proposed agreement or modification
within such ten (10) day period, the agreement or modification will be deemed approved.
Borrower promptly and faithfully shall perfonn and discharge all of its obligations under
all approved agreements and promptly shall notify Lender of any material default by either
party thereunder. Subject to the foregoing, Borrower will enforce all such agreements and
all remedies available to Borrower against the other parties thereto in the event of any
default thereunder.
(i)
Costs and Expenses. Borrower will pay Lender's costs and expenses
incurred in connection with the making or disbursement of the Loans or in the exercise by
Lender of any of its rights or remedies under any of the Loan Documents, including but
not limited to, recording charges, filing fees and transfer taxes, reasonable legal fees and
any other reasonable fees and costs for services which are not customarily perfonned by
Lender's salaried employees. All interest, fees, expenses and other amounts due Lender
may, in Lender's sole and absolute discretion, be deducted from Loans or paid from cash
collateral of Lender.
(j)
Indemnitv. Borrower shall indemnify, defend and hold Lender and its
assigns, affiliates, subsidiaries, parent companies, owners, representatives, directors,
officers, employees, agents, and attorneys (collectively, the "Indemnified Persons")
hannless from and against any and all claims, damages, losses, liabilities, costs and
expenses, including, without limitation, attorneys' fees, arising out of or in any way
cOlmected with, or resulting from any breach of any representation, warranty, covenant or
agreement made by Borrower in any Loan Document and/or Lender exercising its rights
or remedies under any Loan Document, excluding any such claims, damages, losses,
liabilities, costs and expenses that result primarily from the gross negligence or willful
misconduct of Lender.

(k)
Controller for Borrower. Lender shall be entitled to and shall have the
right to designate, from time to time, certain agents or representatives of Lender to serve
as controller for Borrower. The agents or representatives designated by Lender to serve
as controller of Borrower shall not, nor shall they have the right to, participate in the
management or decision-making aspects of Borrower's business operations. Such persons
designated by Lender, however, shall have daily and routine access to all of Borrower's
books and records and business operations for the purpose of protecting Lender's security
and preserving Lender's rights under this Loan Agreement and the other Loan
Documents. Such designated agents or representatives of Lender shall be empowered to
receive, process and deposit in Borrower's Bank Accounts any and all revenues received
by Borrower, track and monitor Borrower's accounts receivable and accounts payable,
pay all monthly bills and obligations of Borrower, including without limitation, Borrower's
payroll, and shall be designated as an authorized signatory on all of Borrower's Bank:
Accounts.
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(I)
Care of Collateral; Damage to Collateral or Harm to Persons. Borrower
shall maintain and preserve the Collateral in good condition and repair. Borrower hereby
assumes all liability for loss or damage to the Collateral and for the use, possession,
maintenance and management thereof and assumes any and all liability for and agrees to
indemnify and hold the Indemnified Persons harmless from and against and covenants to
defend the Indemnified Persons against, all claims, causes of action, liabilities and damages
for injuries to or death of any person and for damage to or destruction of any property
arising out of or related to the use, maintenance, possession or management of the
Collateral, Borrower's business, including the Pharmacy Business.
(m)
No Indebtedness. Borrower shall not directly or indirectly incur, or
become liable in connection with, or suffer to exist, any debt for borrowed money or
otherwise under any promissory note, bond, indenture or similar instrument, or in
connection with the obligations of any person, whether by guaranty, suretyship,
endorsement (other than endorsement of negotiable instruments for collection in the
ordinary course of business), purchase or repurchase agreement, agreement to provide
funds or maintain working capital, agreement to assure or insure a creditor against loss or
agreement to make investments or otherwise), other than (i) in favor of Lender, and (ii)
trade debt incurred in the normal and ordinary course of Borrower's business.

(n)
Affiliate Loans. Without the prior written consent of Lender in Lender's
sole and absolute discretion, Borrower shall not make any loans or advances to or for the
benefit of any manager, member, officer, or director of Borrower except advances for
routine expense allowances in the ordinary course of business. Borrower shall not make
any loans or advances to or for the benefit of any owner or affiliate of Borrower, except as
may be approved by Lender in its sole and absolute discretion. Borrower shall not make
any payment on any obligation owing to any manager, member, officer, director, owner or
affiliate of Borrower, except payments of salary, bonuses, and employment-related
benefits to employees, officers and directors of Borrower, payments under the Loan
Documents, and such other payments as may be approved by Lender in Lender's sole and
absolute discretion.
(0)
No Investments. Borrower shall not invest in or otherwise purchase or
acquire securities of any person.
(P)
Further Assurances. Borrower shall (at Borrower's expense) upon request
by Lender, obtain, execute and deliver all assignments, certificates, fmancing statements or
other documents, give further assurances and do all other acts and things as may be
necessary to fully perfect Lender's interest in the Collateral and to protect, enforce or
otherwise effectuate the terms of this Loan Agreement and the other Loan Documents.
Borrower hereby irrevocably grants to Lender an exclusive and special power of attorney
and irrevocably makes, designates, and appoints Lender as Borrower's exclusive, true and
lawful agent and Attorney-in-Fact to sign and deliver all such assignments, certificates,
fmancing statements and other documents necessary to perfect, protect and/or enforce
Lender's interest in the Collateral and to file same with the appropriate office(s).
Borrower hereby authorizes Lender to file either an original or a reproduction of this Loan
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Agreement as or with a financing statement(s) in all appropriate locations. Borrower shall
promptly provide written notice to Lender upon the acquisition of any Certificated
Collateral or any acquisition or application for copyright, trademark, service mark, or
patent.
(q)
License and Survey Reports. Borrower shall furnish to Lender within five
(5) days of receipt a copy of any licensure and survey report and any statement of
deficiencies and any survey indicating a violation or deficiency, and within the time period
required by the particular agency for submission, a copy of the plan of correction with
respect thereto if such plan of correction is required by such agency issuing the statement
of deficiency or notice of violation, and correct or cause to be corrected any deficiency or
violation within the time period required for cure by such agency, subject to such agency's
normal appeal process, if such deficiency or violation could result in the loss or suspension
of any licenses or pennits to operate the business of Borrower or otherwise adversely
affect Borrower's business, including the Pharmacy Business, or the value of the
Collateral.
(r)
Notice of Adverse Finding. Borrower shall furnish to Lender within five
(5) days of receipt, any and all notices disclosing an investigation by or adverse finding
from any licensing or certifying agencies including, without limitation, any finding that
Borrower's license or certification is being downgraded to a substandard category,
revoked, or suspended, or that action is pending or being considered to downgrade to a
substandard category, revoke, or suspend any rights pursuant to the license, or
certification of Borrower.
(s)

Intentionally Omitted.

(t)
Maintenance of License. Borrower shall continue to be duly licensed by
the California State Board of Pharmacy, Medicare, and Medi-Cal to operate the Pharmacy
Business.
(u)
Operation of the Pharmacy Business. Borrower shall cause the operation
of the Pharmacy Business to be conducted at all times in a manner so that Borrower shall
operate the Pharmacy Business in a prudent manner in compliance with applicable laws
and regulations relating thereto and cause all licenses, permits, certificates, and any other
agreements necessary for the use and operation of the Pharmacy Business to remain in
effect.
(v)

Intentionally Omitted.

9.
Environmental Covenant and Indemnitv of Borrower. Borrower covenants and
agrees as follows to the best of Borrower's knowledge after due inquiry and investigation:
(a)
Hazardous Materials and Enviromnental Control Laws. All pollution,
hazardous material, and environmental control laws and regulations which are applicable
to Borrower's business, including the Pharmacy Business, and the Collateral and the use
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thereof have been complied with. Borrower has received no notice of any violation of any
such laws or regulations, nor is under any investigation by any state or federal agency
designated to enforce said laws and regulations. Borrower shall not cause or pennit the
(i) violation of any law relating to industrial hygiene or environmental conditions in
connection with the Collateral, including soil and ground water conditions; (ii) use,
generation, or storage of any hazardous materials on, under, or about the Collateral,
except in accordance with all applicable laws; or (iii) manufacture or disposal of any
hazardous materials on, under, or about the Borrower's business, including the Phannacy
Business, and the Collateral, except in accordance with all applicable laws.
(b)
Hazardous Materials Indemnification. Borrower shall indemnify the
Indemnified Persons and hold the Indemnified Persons hannless from and against all loss,
penalty, liability, damage, and expenses suffered or incurred by any hldemnified Person
(whether as holder of the Collateral, or as successor-in-interest to Borrower as owner of
Borrower's interest in the Collateral by virtue of foreclosure or otherwise) relating to or
arising out of (i) the presence of hazardous materials on, under, or about the Borrower's
business, including the Phannacy Business, or the Collateral; (ii) any hazardous materials
affecting Borrower's business, including the Phannacy Business, or the Collateral,
including any loss of value as a result of the presence of hazardous materials; or (iii) any
other matter affecting Borrower's business, including the Phannacy Business, or the
Collateral within the jurisdiction of the Environmental Protection Agency or the
environmental protection authorities of the state and jurisdictions where Borrower's
business, including the Phannacy Business, or the Collateral is located, which loss,
penalty, liability, damage, and expense shall include, but not be limited to (A) court costs,
attomeys' fees, and expense disbursements through and including appellate court
proceedings, (B) all foreseeable and unforeseeable consequential damages, directly or
indirectly arising out of the use, generation, storage, or disposal of hazardous materials by
Borrower, or any prior owner or operator ofthe Collateral, (C) the cost of any required or
necessary investigation, repair, clean-up, or detoxification, and (D) the cost of preparation
of any disclosure or other plans required under any hazardous waste law or regulation.
10.

Infonnation to Be Fumished. Borrower shall fumish or cause to be furnished to

Lender:
(a)
Financial Statements. (1) within thirty (30) days after the end of each
calendar quarter, unaudited statements of financial condition for such calendar quarter,
and (2) within ninety (90) days after the end of each fiscal year, statements of financial
condition for such fiscal year audited by an independent certified public accountant
acceptable to Lender. All financial statements delivered pursuant to this Agreement must
be prepared in accordance with generally accepted accounting principles and include
balance sheets, income and expense statements, and statements of changes in financial
condition and retained earnings statements.
(b)
Other illfonnation. Such other financial statements and infonnation as
Lender may reasonably request from time to time.
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11.
Insurance. Borrower shall (a) keep the Pharmacy Business and the Collateral
insured against fire and theft, as well as any and all other perils and risks as are customarily
insured against with respect to like properties upon which similar businesses are conducted, (b)
maintain adequate worker's compensation insurance and adequate insurance against liability for
damage to persons and property, the Pharmacy Business, and the Collateral, (c) maintain
adequate errors and omissions insurance against liability with respect to the rendering of
professional services or activities at or in connection with the Pharmacy Business, all pursuant to
policies which may not be cancelled without at least thirty (30) days prior written notice to
Lender from the insurance carrier. All such insurance policies shall be in amounts and with
carriers reasonably acceptable to Lender and shall carry a loss payable endorsement naming
Lender as loss payee and name Lender as an additional insured. Lender shall be provided with
copies of all insurance policies. Should Borrower fail to maintain insurance as required herein,
Lender may obtain the required coverages and Borrower agrees to reimburse Lender immediately
upon demand. Should Borrower fail to reimburse Lender, said sums advanced shall be added to
the indebtedness hereunder and shall accrue interest as stated herein. Lender shall have the sole
right to settle, compromise or adjust any insurance or other claim in such manner as Lender may
determine, and for this purpose, Lender may, in its own name or in the name of Borrower, take
such action as Lender deems appropriate. Any amount collected by Borrower with respect to
insurance or other claims shall be delivered immediately to Lender. In the event of Default
hereof, the amount collected by Borrower or Lender under any fIre or other insurance policy may
be applied by Lender upon the indebtedness secured hereby and in such order as Lender may
determine, or if no Default has occurred and is continuing, the entire amount so collected, or any
part thereof, may be released to Borrower (such application or release shall not cure or waive any
Default or notice of Default hereunder or invalidate any act done hereunder) upon such terms and
conditions as Lender shall impose in its sole and absolute discretion to repair the damages to the
Pharmacy Business or the Collateral or replace the Pharmacy Business or the Collateral; provided,
however, if the amounts collected are not sufficient to repair or replace the Pharmacy Business or
the Collateral, such amounts may be applied by Lender, at Lender's sole and absolute discretion
towards the Obligations.
12.
Notice of Certain Events. Borrower shall give prompt written notice to Lender of
all events of default under any of the tenns or provisions of this or any other agreement entered
into with Lender or any third party, changes in ownership, litigation, and any other matter which
has resulted in or might reasonably be expected to result in an adverse change in the financial
condition or operation of Borrower, Borrower's business, including the Pharmacy Business.
13.
Attorneys' Fees. In the event of litigation arising under this Agreement or any of
the other Loan Documents, the prevailing party shall be entitled to recover its reasonable
attorneys' fees from the other parties to the litigation.
14.
Securitv. Borrower shall not create, assume or suffer any mortgage, pledge, lien,
security interest, lease, encumbrance or charge (other than for taxes not delinquent) on the
Collateral without the prior written consent of Lender. Borrower shall not sell, lease, transfer,
exchange or otherwise dispose of any part of its interest in the Collateral without the prior written
consent of Lender.
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15.
Continued Good Standing: Liquidation and Reorganization. Borrower shall
continue to remain in good standing, validly existing and duly organized as a corporation under
the laws of the State of California. Borrower shall not liquidate, dissolve or enter into any asset
sale, consolidation, merger or other combination, without the prior written consent of Lender.
16.
Loans, Advances and Guarantees. Borrower shall notify Lender of the existence
of a default or a notice of acceleration in connection with any loans, advances or guarantees, of
Borrower in excess of One Thousand Dollars ($1,000) with any other lender, and authorizes the
lender with which the default exists to release to Lender all pertinent financial or other
information concerning the obligation of Borrower and any default thereunder.
17.

Authorized Action by Lender.

(a)
The Borrower hereby irrevocably grants to Lender an exclusive and special
power of attorney and irrevocably makes, designates, and appoints Lender as Borrower's
exclusive, true and lawful agent and attorney-in-fact to do (but Lender shall not be
obligated to and shall not incur any liability to Borrower or any third party for failure to
do) any act that Borrower is obligated by this Agreement to do, and to exercise such
rights and powers as Borrower might exercise with respect to the Collateral, including
without limitation, the right to:
(i)
Collect by legal proceedings or otherwise and endorse, receive and
receipt for all payments, proceeds and other sums and property now or hereafter
payable on or in respect of proceeds and other sums and property now or hereafter
payable on or in respect of the Collateral;
(ii)
Enter into any extension, reorganization, deposit, merger, or
consolidation agreement or other agreement pertaining to any of the Collateral,
and in connection therewith, to: (i) deposit or surrender control of the Collateral
thereunder; (ii) accept other property in exchange therefor; and (iii) do and
perform such acts and things as Lender may deem proper; and any money or
property secured in exchange therefor will be applied to the Obligations or held by
Lender pursuant to the provisions of this Agreement;

(iii)

Protect and preserve the Collateral;

(iv)

Transfer the Collateral to its own or its nominee's name; and

(v)
Make any compromise, settlement, or adjustment, and take any
action Lender deems advisable, with respect to the Collateral.
It is agreed and understood between the parties hereto that such care as
(b)
Lender gives to the safekeeping of its own property of like kind constitutes reasonable
care of the Collateral when in Lender's possession; provided, however, that Lender will
not be required to make any presentment, demand, or protest, or give any notice and need
not take any action to preserve any rights against any prior party or any other person in
connection with the Obligations or with respect to the Collateral.
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(c)
All the foregoing powers authorized in this Section 17, being coupled with
an interest, are irrevocable so long as any of the Obligations are outstanding.
18.
Default. The occurrence of one or more of the following shall constitute a default
("Default") by Borrower under this Loan Agreement.
(a)
Failure to Pay Note. Borrower's failure to make any payment, pursuant to
the terms of the Note or this Loan Agreement, of the principal or interest of the Loans or
other amount payable hereunder or thereunder, or default by Borrower in the payment of
any other indebtedness or obligation of Borrower to Lender, whether now existing or
hereafter arising, provided that Borrower shall have a five (5) day cure period in respect of
any late payment of interest hereunder. The cure of such default shall not excuse or limit
Borrower's obligation to pay interest and late charges which shall continue to accrue until
paid in full.
(b)
Breach of Representation or Warranty. Any representation, warranty or
statement made by Borrower to Lender shall prove to have been false or misleading in any
material respect.
(c)
Default in Agreements. (i) Failure by Borrower to discharge any other
obligation of due performance, or to observe any covenant or condition of this Loan
Agreement, any other Loan Document, or any other agreement or arrangement between
Borrower and Lender, such default not having been cured within five (5) days after
written notice to Borrower; or (ii) failure by any party to a Loan Document (other than
Lender) to discharge or observe the terms and conditions of such Loan Document
including, but not limited to, failure by Borrower's owner, Helen Tang, to discharge or
observe the terms and conditions of her Pledge Agreement.
(d)
Litigation. Any litigation or legal proceedings are instituted against
Borrower that involve claims exceeding in the aggregate Five Thousand Dollars ($5,000)
as to Borrower unless such proceedings are dismissed or the enforcement thereof stayed
within thirty (30) days of the demand by Lender.
(e)
Abandonment. Borrower's abandonment or vacation of Borrower's
business, the Pharmacy Business, or the Collateral.
(f)

Bankruptcy.

If Borrower does not pay its debts as they become due or admits in
(i)
writing its inability to pay its debts or makes a general assignment for the benefit of
creditors; or
If Borrower commences any case, proceeding or other action
(ii)
seeking reorganization, arrangement, adjustment, liquidation, dissolution or
composition of it or its debts under any law relating to bankruptcy, insolvency,
reorganization or relief of debtors; or
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(iii)
If, with respect to Borrower, in any involuntary case, proceeding or
other action commenced against it which seeks to have an order for relief entered
against it, as debtor, or seeks reorganization, arrangement, adjustment, liquidation,
dissolution or composition of it or its debts under any law relating to bankruptcy,
insolvency, reorganization or relief of debtors, and Borrower (A) fails to obtain a
dismissal of such case, proceeding or other action within thirty (30) days of its
commencement, or (B) converts the case from one chapter of the Federal
Bankruptcy Code to another chapter, or (C) is the subject of an order for relief, or
(D) consents thereto; or
(iv)
If Borrower conceals, removes or pennits to be concealed or
removed, any part of its property, with intent to hinder, delay or defraud its
creditors or any of them, or makes or suffers a transfer of any of its property which
may be fraudulent under any bankruptcy, fraudulent conveyance or similar law; or
makes any transfer of its property to or for the benefit of a creditor at a time when
other creditors similarly situated have not been paid; or suffers or permits, while
insolvent, any creditor to obtain a lien upon any of its property through legal
proceedings which is not vacated within sixty (60) days from the date thereof; or
If Borrower has a trustee, receiver, custodian or other similar
(v)
official appointed for it or to take possession of all or any part of the Collateral or
any other of its property or has any court take jurisdiction of any other of its
property which continues for a period of thirty (30) days; or
(vi)
If Borrower fails to have discharged within a period of thirty (30)
days any attachment, sequestration, or similar writ levied upon any property of
such person; or

(vii)

If Borrower fails to pay promptly any final money judgment against

it.
(g)
Leases. Without the prior written consent of Lender, Borrower suffers the
termination of its lease for the premises of the Pharmacy Business.
(h)
Deterioration. Lender reasonably detennines that the condition of the
Collateral has deteriorated to such a degree that it materially impairs the security of
Lender therein.
(i)
Foreclosure. The holder of any lien, security interest or assignment on the
Collateral, if any, institutes foreclosure or other proceedings or takes other action for the
enforcement of its remedies thereunder.

(j)
Impairment. Reasonable belief by Lender that the prospect of payment or
perfonnance of any obligation under any of this Agreement or any of the Loan Documents
is materially impaired.
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(k)
Financial Condition. The occurrence of any material adverse change in the
financial condition of Borrower or Borrower's owner, namely, Helen Tang.
(1)
Change in Ownership. Any ownership interest in Borrower is purportedly
assigned, conveyed or otherwise transferred, whether voluntarily, involuntarily, or by
operation of law, without the consent of Lender. In furtherance, and not in limitation, of
the foregoing, the following shall be deemed and interpreted as an assignment or transfer
of an ownership interest in Borrower: (i) if Borrower is a corporation, (A) the change,
removal or resignation of Helen Tang as officer or director of Borrower, or (B) the
voluntary or involuntary sale, assignment, transfer or pledge of any ownership interest in
Borrower that is owned by Helen Tang (except the pledge of Helen Tang's ownership
interest in Borrower to Lender as security for the Loan), or (C) the creation or issuance of
new shares of capital stock, warrants, debentures, or other form of securities or ownership
interests whatsoever, in Borrower by which any such shares of capital stock, warrants,
debentures or other form of securities or ownership interests shall be vested in a party
other than Helen Tang or not subject to the pledge by Helen Tang to Lender as security
for the Loan.

It is acknowledged that Helen Tang, as seller, and Lender, as buyer, have
(m)
entered into or concurrently are entering into, an Agreement for Sale and Purchase of
Stock under which it is contemplated that Lender will purchase from Helen Tang all of the
ownership interests in Borrower. It is agreed that Lender's purchase of all of the
ownership interests in Borrower from Helen Tang pursuant to such Agreement for Sale
and Purchase of Stock shall not be a Default.

] 9.

Remedies Upon Default.

(a)
Upon the occurrence of one or more of the events of Default as set forth
above, unless all such Defaults shall have been cured within the time provided, or waived
in writing by Lender, all amounts outstanding under this Agreement and the Note shall, at
the option of Lender, without presentment, demand, protest or notice of acceleration,
notice of intent to accelerate or notice of any kind (all of which are hereby expressly
waived) be immediately due and payable, anything herein or in the Note or other
agreement to the contrary notwithstanding, and Lender may enforce, but shall not be
obligated to enforce, payment of all obligations and liabilities of Borrower under this
Agreement by taking (without limitation) any or all of the following actions:
(i)
Institute proceedings for the collection of all amounts then payable
under this Agreement and the Note and enforce any judgment obtained and collect
monies adjudged due from the Collateral and from Borrower.
(ii)
Exclude Borrower from the Collateral and take possession of
Borrower's interest therein, and, at the expense of Borrower, maintain, repair,
alter, add to, improve, insure, lease, operate and manage the Collateral in such
manner as Lender shall see fit.
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(iii)
Without notice or demand upon Borrower to make such payments
and do such acts as Lender may deem necessary to protect its security interest in
the Collateral, including, without limitation, paying, purchasing, contesting or
compromising any encumbrance, charge or lien which is prior to or superior to the
security interest granted hereunder, and in exercising any such powers or authority
to pay all expenses incurred in connection therewith.
(iv)
Require Borrower to assemble the Collateral, or any portion
thereof, and promptly to deliver such Collateral to Lender, or any agent or
representative designed by Lender. Lender, and its respective agents and
representatives, shall have the right to enter upon any or all of Borrower's
premises and property, including, without limitation, the Phannacy Business or
Borrower's principal office, to exercise Lender's rights hereunder.
(v)
Foreclose this Loan Agreement as herein provided or in any manner
permitted by law, and exercise any and all of the rights and remedies conferred
upon Lender or in any other document executed by Borrower in connection with
the Obligations, either concurrently or in such order as Lender may determine; and
sell or cause to be sold in such order as Lender may determine, as a whole or in
such portions as Lender may determine, the Collateral, without affecting in any
way the rights or remedies to which Lender may be entitled under other such
instruments.
(vi)
Sell, lease or otherwise dispose of the Collateral at public sale,
without having the Collateral at the place of sale, and upon tenns and in such
manner as Lender may determine. Lender may be a purchaser at any sale.
(vii) Exercise any rights and remedies of a secured party under the
Uniform Commercial Code or any other applicable law.
(viii) Withhold anyone or more advances in its sole and absolute
discretion, and no advance of any Loan by Lender will waive or cure any such
default by Borrower, unless Lender expressly agrees in writing.
(ix)
Exercise all rights and remedies afforded to Lender: (A) in any of
the Loan Documents or in any other contract, agreement, security agreement,
mortgage, deed of trust, assignment, guaranty, document or instrument now or
hereafter made, issued or executed in connection with the Loans, this Agreement,
or the other Loan Documents; or (B) by law or in equity.

Unless the Collateral is perishable or threatens to decline speedily in value
or is of a type customarily sold on a recognized market, Lender shall give Borrower at
least ten (10) days' prior written notice of the time and place of any public sale of the
Collateral or other intended disposition thereof to be made. Such notice shall be mailed,
by certified or registered mail, return receipt requested, or personally delivered, to
(b)
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Borrower in accordance with Section 32 of this Agreement. The proceeds of any sale
under Section 19(a)(vi) shall be applied as follows:
(i)
To the repayment of the reasonable costs and expenses ofretaicing,
holding and preparing for the sale and the selling of the Collateral (including legal
expenses and attorneys' fees and expenses) and the discharge of all assessments,
encumbrances, charges or liens, if any, on the Collateral prior to the lien hereof
(except any taxes, assessments, encumbrances, charges or liens subject to which
such sale shall have been made);
(ii)
To the payment of the whole amount then due and unpaid of the
indebtedness of Borrower to Lender (including principal and interest);
(iii)

To the payment of all other Obligations; and

(iv)
The surplus, if any, shall be paid to Borrower or to whomsoever
may be lawfully entitled to receive the same, or as a court of competent
jurisdiction may direct.
(c)
Rights of Lender to Aoooint Receiver. Without limiting, and in addition
to, any other rights, options and remedies Lender has under the Loan Documents, the
Uniform Commercial Code, at law or in equity, upon the occurrence and continuation of a
Default, Lender shall have the right to apply for and have a receiver appointed by a court
of competent jurisdiction in any action taken by Lender to enforce its rights and remedies
in order to manage, protect and preserve the Collateral and continue the operation of the
business of Borrower and to collect all revenues and profits thereof and apply the same to
the payment of all expenses and other charges of such receivership including the
compensation of the receiver and to the payments as foresaid until a sale or other
disposition of such Collateral shall be finally made and consummated.
(d)
Fees Payable to Lender in Connection with Collection. Borrower agrees to
pay to Lender on demand reasonable attorneys' fees and all other costs and expenses
which may be incurred by Lender in the collection or attempted collection of any amounts
due under this Agreement or the other Loan Documents or in the interpretation,
enforcement or attempted enforcement by Lender of any Loan Documents or any security
interest or lien, or incurred in proceedings in any bankruptcy or other insolvency case or
other proceeding affecting Borrower, whether legal proceedings are instituted, together
with interest thereon at the Default Rate.
(e)
Remedies Cumulative. Lender shall have the right to enforce one or more
remedies hereunder and under the Loan Documents, successively or concurrently, and
such action shall not operate to estop or prevent Lender from pursuing any further remedy
which it may have, and any possession or retaking or sale of the Collateral pursuant to the
terms thereof or the other Loan Documents shall not operate to release Borrower until full
payment of any deficiency has been made in cash.
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(f)
Lender's Right to Injunctive Relief and Specific Performance. In addition
to, and without limitation of, all rights and remedies available to Lender at law or in
equity, Lender shall have the right to, and remedy of, injunctive relief and specific
perfonnance, without the necessity of posting a bond, cash or otherwise, in the event of
any threatened or actual Default.
20.
Power of Attorney. In addition to, and not in limitation of, the power of attorney
granted to Lender by Borrower under Section 17 hereof, Borrower hereby irrevocably grants to
Lender an exclusive and special power of attorney and makes, designates, and appoints Lender as
Borrower's exclusive, true and lawful agent and attorney-in-fact to do (but Lender shall not be
obligated to and shall not incur any liability to Borrower or any third party to act as such) with full
power or substitution, anyone or more of the following: (i) endorse the name of Borrower upon
any and all checks, drafts, money orders, and other instruments for the payment of money that are
payable to Borrower and constitute collections on Borrower's accounts receivable; (ii) execute in
the name of Borrower any financing statements, schedules, assignments, instruments, documents,
and statements that it is obligated to give Lender under any of the Loan Documents; and (iii) do
such other and further acts and deeds in the name of Borrower that Lender may deem necessary
or desirable to enforce any account receivable or other Collateral or to perfect Lender's security
interest or lien in any Collateral. In addition, if Borrower breaches its obligations hereunder to
direct payments of accounts receivable or the proceeds of any other Collateral to the Collection
Account, Lender, as the irrevocably made, designated, and appointed, exclusive, true and lawful
agent and attorney-in-fact for Borrower pursuant to this Section 20 may, by the signature or other
act of any of Lender's officers or authorized signatories (without requiring any of them to do so),
direct any account debtor of Borrower to pay proceeds of accounts receivable or any other
Collateral to the Collection Account. All of the foregoing powers authorized in this Section 20,
being coupled with an interest, are irrevocable so long as any of the Obligations are outstanding.
21.
Non-Waiver. Any forbearance or failure or delay by Lender in exercising any
right, power or remedy hereunder shall not be deemed a waiver thereof and any single or partial
exercise of any right, power or remedy shall not preclude the further exercise thereof.
22.
Hold Harmless. Borrower agrees to pay, and to defend and hold the Indemnified
Persons harmless from, any and all liabilities and damages with respect to, or resulting from failure
to payor any delay in paying taxes which may be payable or determined to be payable with
respect to any of the transactions contemplated by this Loan Agreement, excluding income or
franchise tax owed by the Indemnified Persons. Borrower shall further indemnify and defend the
hldemnified Persons, and hold the Indemnified Persons harmless, from and against any and all
claims, demands, costs, expenses, and liabilities and damages whatsoever (including reasonable
attorneys' and consultants' and experts' fees and costs) in any way arising out of or in connection
with this Loan Agreement or any transaction contemplated hereunder, except for such claims,
demands, costs, expenses, and liabilities and damages that result primarily from the gross
negligence or willful misconduct of Lender.
23.
Assignment. This Agreement is non-assignable by Borrower. No right or duty of
this Agreement, any interest herein, or any rights hereunder may be directly or indirectly assigned
or transferred by Borrower without the prior written consent of Lender. Any assigmnent in
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contravention of the foregoing shall be null and void. Lender reserves the right to assign its rights
and obligations under this Agreement and the other Loan Documents in whole or in part to any
person or entity.
24.
Successors and Assigns. All provisions hereof shall be binding upon and inure to
the benefit of the respective pennitted successors and assigns of the parties hereto.
25.
APPLICABLE LAW.
THIS AGREEMENT AND ALL OTHER
AGREEMENTS AND INSTRUMENTS REQUIRED BY LENDER IN CONNECTION
HEREWITH SHALL BE GOVERNED BY AND INTERPRETED IN ACCORDANCE WITH
THE LAWS OF THE STATE OF NEVADA. SHOULD ANY ONE OR MORE PROVISIONS
OF THIS AGREEMENT BE DETERMINED TO BE ILLEGAL OR UNENFORCEABLE IT
SHALL BE SEVERED AND ALL OTHER PROVISIONS SHALL REMAIN EFFECTIVE.
26.
mRISDICTION.
BORROWER, TO THE EXTENT THAT IT MAY
LAWFULLY DO SO, HEREBY SUBMITS TO THE mRISDICTION OF THE COURTS OF
THE STATE OF NEVADA AND THE UNITED STATES DISTRICT COURT FOR THE
DISTRICT OF NEVADA, IN EITHER CASE SITTING IN LAS VEGAS, NEVADA, AS
WELL AS TO THE mRISDICTION OF ALL COURTS FROM WHICH AN APPEAL MAY
BE TAKEN FROM THE AFORESAID COURTS, FOR THE PURPOSE OF ANY SUIT,
ACTION OR OTHER PROCEEDING ARISING OUT OF ANY OF BORROWER'S
OBLIGATIONS UNDER OR WITH RESPECT TO THIS AGREEMENT OR THE LOAN
DOCUMENTS, AND EXPRESSLY WAIVES ANY AND ALL OBJECTIONS IT MAY HAVE
AS TO VENUE IN ANY OF SUCH COURTS. BORROWER ACKNOWLEDGES THAT
LENDER MAY ALSO BRING SUIT IN ITS SOLE AND ABSOLUTE DISCRETION IN ANY
JURISDICTION WHERE ANY COLLATERAL IS LOCATED AND IN ANY COURT OF
COMPETENT WRISDICTION.
27.
WAIVER OF WRY TRIAL AND CERTAIN DAMAGES. BORROWER
HEREBY (A) IRREVOCABLY WAIVES, TO THE MAXIMUM EXTENT NOT
PROIDBITED BY LAW, ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN
RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY AT ANY TIME
ARISING OUT OF, UNDER OR IN CONNECTION WITH THIS AGREEMENT OR
ANY TRANSACTION CONTEMPLATED HEREBY OR ASSOCIATED HEREWITH;
(B) IRREVOCABLY WAIVES, TO THE MAXIMUM EXTENT NOT PROHIBITED BY
LAW, ANY RIGHT IT MAY HAVE TO CLAIM OR RECOVER IN ANY SUCH
LITIGATION ANY SPECIAL, EXEMPLARY, PUNITIVE OR CONSEQUENTIAL
DAMAGES, OR DAMAGES OTHER THAN, OR IN ADDITION TO, ACTUAL
DAMAGES; AND (C) CERTIFIES THAT NO PARTY HERETO NOR ANY
REPRESENTATIVE OR AGENT OR COUNSEL FOR ANY PARTY HERETO HAS
REPRESENTED, EXPRESSLY OR OTHERWISE, OR IMPLIED THAT SUCH PARTY
WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE
FOREGOING WAIVERS. NEITHER LENDER NOR ANY INDEMNIFIED PERSON
SHALL BE LIABLE FOR ANY CLAIMS, DEMANDS, LOSSES OR DAMAGES, OF
ANY KIND WHATSOEVER, MADE, CLAIMED, INCURRED OR SUFFERED BY
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BORROWER THROUGH THE ORDINARY NEGLIGENCE OF LENDER OR ANY
INDEMNIFIED PERSON.
28.
COMMERCIAL TRANSACTIONS. BORROWER ACKNOWLEDGES THAT
THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT AND THE OTHER
LOAN DOCUMENTS ARE COMMERCIAL TRANSACTIONS.
29.
Survival of Representations and Warranties. All representations and warranties
contained herein or made in writing by or on behalf of Borrower in connection with the
transactions contemplated hereby shall survive the execution, delivery and termination of this
Agreement.
30.
Amendments and Waivers. No term or provision of any of the Loan Documents
may be changed, waived, discharged or terminated without the prior written consent of Lender
and unless in writing and signed by the parties hereto.
31.
Captions; Interpretation. The title or headings of the various sections and
subsections hereof have been inserted for convenience of reference only and shall in no way
restrict or modifY any of the terms or provisions hereof In interpreting the meaning of this
Agreement and of any other Loan Document, the following additional rules of construction shall
apply, unless specifically indicated to the contrary: (a) wherever from the context it appears
appropriate, each term stated in either the singular or plural shall include he singular and the
plural, and pronouns stated in the masculine, feminine or neuter gender shall include the masculine
the feminine and the neuter; (b) the term "or" is not exclusive; (c) the term "including" (or any
form thereot) shall not be limiting or exclusive; (d) all references to statues and related regulations
shall include any amendments of same and any successor statutes and regulations; (e) the words
''this Loan Agreement," ''this Agreement", "herein", "hereof', "hereunder" or other words of
similar import refer to this Agreement as a whole including the schedules, exhibits, and annexes
hereto, as the same may be amended, modified or supplemented; (t) all references in this
Agreement to sections, schedules, exhibits, and annexes shall refer to the corresponding sections,
schedules, exhibits and annexes of or to this Agreement; and (g) all references to any instruments,
documents, or agreements, including references to any of the Loan Document shall include any
and all modifications, amendments and supplements thereto and any and all extensions or
renewals thereof to the extent permitted under this Agreement. THIS AGREEMENT IS THE
RESULT OF NEGOTIATIONS AMONG, AND HAS BEEN REVIEWED BY COUNSEL TO,
BORROWER AND LENDER AND IS THE PRODUCT OF BOTH OF THEM.
ACCORDINGLY, THIS AGREEMENT MAY NOT BE CONSTRUED AGAINST ANY
PARTY MERELY BECAUSE OF ITS INVOLVEMENT IN THE PREPARATION OF THIS
AGREEMENT.
32.
Notices. All notices under this Agreement shall be sufficiently
purposes if made in writing and delivered personally, sent by certified U.S. mail,
requested, by documented overnight nationally recognized delivery service, or,
receipt is confirmed, by facsimile or other electronic transmission, to the following
numbers or at such other address and to the attention of such other person as may
by written notice.
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If to Lender:

EBJ&F, LLC
5330 S. Durango Drive
Las Vegas, Nevada 89113
Telephone: (702) 396-8822
Facsimile: (702) 396-8824

If to Borrower:

ONE STOP PHARMACY CORPORATION
1040 Colusa Avenue
Yuba City, California 95991
Telephone: (530) 673-5158
Facsimile: (530) 673-5239
Attention: Helen Tang

33.
Statute of Limitations. Borrower agrees that any claim or cause of action by
Borrower against any of the Indemnified Persons based upon, arising from, or relating to this
Agreement, or any other present or future agreement, or any other transaction contemplated
hereby or thereby or relating hereto or thereto, or any other matter, cause or thing whatsoever,
whether or not relating hereto or thereto, occurred, done, omitted or suffered to be done by
Lender, or by Lender's managers, directors, officers, members, owners, employees, agents,
accountants or attorneys, whether sounding in contract or in tort or otherwise, shall be barred
unless asserted by Borrower by the commencement of an action or proceeding in a court of
competent jurisdiction in accordance with Section 26 by the filing of a complaint within one year
after the first act, occurrence or omission upon which such claim or cause of action, or any part
thereof, is based and service of a summons and complaint on an officer of Lender or any other
person authorized to accept service of process on behalf of Lender, within 30 days thereafter.
Borrower agrees that such one-year period of time is a reasonable and sufficient time for
Borrower to investigate and act upon any such claim or cause of action. The one-year period
provided herein shall not be waived, tolled, or extended except by a specific written agreement of
Lender. This provision shall survive any termination of this Agreement or any other agreement.
34.
Counterparts. This Agreement may be executed in several counterparts, each of
which shall be an original as against any party who signed it, and all of which shall constitute one
and the same document. Signature pages of this Agreement may be delivered by telecopy or
electronic file image, which in either case will have the same effect as delivery of an originally
signed document.
35.
Borrower's Confidentiality Covenant. Borrower covenants and agrees to keep the
terms and conditions of this Agreement strictly confidential, provided, however, Borrower may
disclose the terms and conditions of this Agreement (a) to its professional advisors, attorneys,
accountants, and regulatory and taxing authorities to the extent necessary for the conduct of
Borrower's business affairs, (b) pursuant to an order of a court of competent jurisdiction or an
arbitrator having jurisdiction over Borrower, or (c) in any litigation, action, or other proceeding
between Lender and Borrower relating to the interpretation, breach, or enforcement of this
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Agreement. Nothing herein shall be interpreted, deemed or construed as restricting or prohibiting
Lender from disclosing the terms and conditions of this Agreement.
IN WITNESS WHEREOF, the parties hereto have executed or caused this Agreement to
be executed by their respective duly authorized officers as of the day and year first above written.

BORROWER:

LENDER:

ONE STOP PHARMACY CORPORATION, a
California corporation

EBJ&F, LLC, a Nevada limited liability company

~__~~_~._.~~----------

By: __________ ..
Natne: Helen Tang, Presid[ni

By

..... ~/
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~Y---

Edwin Y. FUJ

ga, Manager
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STATE OF NEVADA

)
) ss.

COUNTY OF CLARK)

II (" 4· 9

This instrument was acknowledged before me on
.
President of One Stop Pharmacy Corporation.
i;'

.//'.rt.;/

,

/

, 2008, by Helen Tang as

,'f

"

i

)/:.(pi./

!

'{;'

.

". ,/i

ti)1."

"

\' /

I .JIe< c.,·f
,'..

.I

i,f"

Carolyn E. Wright

STATE OF NEVADA

Notaly PublIc - state of Nevada
county of CIa/1(
My Appointment ExpIres
July 28. 2011
No. 99-57328-1

)
) ss.

COUNTY OF CLARK)

;,1

j'

?

This instrument was acknowledged before me on ----,·L.!-LI--,4",:~,:!-i--,=".J=--_, 2008, by Edwin Fujinaga
I
1'1
as M anager 0 f EBJ&F, LLC.
iJ

,

\
.J

Carolyn E. Wright

i
~

Notary PublIC - state of Nevada
County of Clark
My AppoIntment ExpIres
July 28. 2011
(
No. 99-57328-1
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Exhibit 3
UCC Financing Statement

Exhibit 3
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SCHEDULE 1
TO
UNIFORM COMMERCIAL CODE FINANCING STATEMENT
The financing statement to which this Schedule I is attached and of which it is
made a part covers all of Debtor's right, title and interest in, to and under the following:
(a)
All of Debtor's existing and hereafter acquired tangible personal
property, including, without limitation, all present and future inventory, goods,
fixtures, equipment, machinery, furniture, furnishings, apparatus, materials, and
supplies;
(b)
All of Debtor's existing and hereafter acquired intangible personal
property, including, without limitation, all present and future accounts, contract
rights, permits, licenses, grants, approvals, general intangibles, goodwill, chattel
paper, documents (including, without limitation, bills of lading and warehouse
receipts), instruments, investment property, financial assets, deposits, reserves,
deposit accounts, letters of credit, letter of credit rights and supporting
obligations, trade names, trademarks and service marks, copyrights, patents,
patent applications, inventions, copyrightable materials, corporate names,
company names, fictitious business names, rights to the payment of money or
other forms of consideration of any kind, income, receipts, revenues, rents, issues
and profits, refunds and deposits due, royalties, commercial tort claims, insurance
proceeds now owned or hereafter acquired, software, computer programs, books,
records, correspondence, files and electronic media, and all information stored
therein, and all intangible and tangible personal property relating to any of the
foregoing;

(c)
To the extent not described in (a) and (b) above, all other property
and assets in which Debtor has rights or the power to transfer a security interest to
a secured party, whether now existing or hereafter acquired, including interests in
real property leases;
(d)
All proceeds of any of the property and assets described in (a)
through (c) above, whether due or to become due from any sale, exchange or
other disposition thereof, whether cash or non-cash in nature, and whether
represented by checks, drafts, notes, or other instruments for the payment of
money, including, without limitation, all property, whether cash or non-cash in
nature, derived from tort, contractual or other claims arising in connection with
the foregoing tangible personal property and intangible personal property; and
(e)
Any and all additions to any of the foregoing, and any and all
replacements, products and proceeds (including, but not limited to, insurance
proceeds) of any of the foregoing.
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Exhibit 4
Asset Purchase Agreement

Exhibit 4
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ASSET PURCHASE AGREEMENT
This ASSET PURCHASE AGREEMENT (this "Agreement") is made and entered into
as of.,11(10a,v7)4201.4., by and among WALGREEN CO., an Illinois corporation ("Buyer"),
ONE-STOP1 PHARMACY CORPORATION, a California corporation (the "Company"), and
HELEN TANG ("Owner" and together with the Company, "Sellers").
WHEREAS, the Company owns and operates a prescription pharmacy known as OneStop Pharmacy (the "Pharmacy") in certain premises located at 1040 Colusa Avenue, Yuba City,
California 95991 (the "Premises");
WHEREAS, Owner has served and currently serves as owner and an officer of the
Company and will materially benefit from the transactions contemplated by this Agreement; and
WHEREAS, Buyer desires to purchase from the Company, and the Company desires to
sell to Buyer, some or all of the Pharmacy's stock of prescription pharmaceutical inventory and
prescription files located on the Premises, upon the terms and subject to the conditions set forth
in this Agreement;
NOW, THEREFORE, in consideration of the covenants and agreements hereinafter set
forth, and for other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the parties agree as follows:
ARTICLE L PURCHASED AND EXCLUDED ASSETS; EXCLUDED LIABILITIES
Assets to be Purchased. The Company agrees to sell to Buyer, and Buyer agrees
1.1
to purchase from the Company, upon the terms and subject to the conditions set forth in this
Agreement, the following assets (the "Purchased Assets"):
(a)

The Purchased Inventory (as defined and more fully described in Section

2 A );
(b)
Any and all (i) hard copy prescriptions, prescription files and records for
the twelve months prior to and including the Closing Date; (ii) customer lists and patient
profiles, (iii) prescription files and records maintained electronically for the three (3)
years prior to and including the Closing Date; (iv) hard copy and electronic proof of
receipt signature logs for the twelve (12) months prior to and including the Closing Date,
if applicable, and (v) any files or records added between the date of this Agreement and
the date of transfer (collectively, the "Records");
(c)
The use of the Pharmacy computer with access to the Records that are
maintained electronically and an attached printer;
(d)
All trademarks and trade names used in the operation of the Pharmacy,
including all rights in and to the name "One-Stop Pharmacy" and all derivatives thereof
(and all goodwill associated with such trademarks and trade names); and
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Any and all other books and records related to the Pharmacy or other
(e)
assets of the Pharmacy, in each case that the parties agree should be transferred to Buyer
in order to convey ownership of the Inventory or Records to Buyer or to otherwise
effectuate the intention of this Agreement.
Excluded Assets. Notwithstanding the provisions of Section 1.1, the Purchased
1.2
Assets shall not include the following assets of the Company (collectively, the "Excluded
Assets"):
The Excluded Inventory described on Exhibit A (the "Excluded
(a)
Inventory"); and
All assets of the Company not included in the Purchased Assets, including
(b)
(i) all hard copy prescriptions, prescription files and records older than twelve months
prior to the Closing Date; (ii) prescription files and records maintained electronically
older than three (3) years prior to the Closing Date; (iii) hard copy and electronic proof of
receipt signature logs older than twelve (12) months prior to the Closing Date, if
applicable; (iv) cash, cash deposits and accounts receivable related to periods ending
prior to the Closing Date; (v) store and trade fixtures, furniture and equipment; (vi)
licenses, permits, contracts and understandings of the Company related to the Pharmacy;
(vii) employee benefit plans, programs or arrangements and all contracts of insurance;
(viii) computer software programs and systems (except those required to access the
Records that are maintained electronically on the Pharmacy computer) and any web sites;
and (ix) any corporate minute books and the corporate seal of the Company.
Excluded Liabilities. Except as expressly set forth herein, Buyer shall not
1.3
assume or be obligated to pay, perform or otherwise discharge any liability or obligation of any
Seller whatsoever, regardless of whether any such liabilities or obligations are absolute or
contingent, liquidated or unliquidated, or otherwise (collectively, the "Excluded Liabilities").
Sellers shall remain liable for all Excluded Liabilities, including any obligations arising out of
the operation of the Pharmacy prior to the Closing Date. Without limiting the generality of the
foregoing, in no event shall Buyer assume (a) any obligations of Sellers under HIPAA or other
applicable laws or regulations, including the HIPAA privacy standard requiring accounting of
certain disclosures of Protected Health Information ("PHI"), as that term is defined in the Health
Insurance Portability and Accountability Act of 1996, P. L. 104-191, made by Sellers prior to the
Closing Date or (b) any type of successor liability as to trade creditors, unemployment, income,
property, sales or other Taxes, or otherwise, it being understood that all such liabilities are
Excluded Liabilities.
ARTICLE H. MERCHANDISE IDENTIFICATION AND VALUATION
2.1
Inventory included in Purchased Assets. Except for the Excluded Inventory,
all items in the Pharmacy's stock of prescription pharmaceutical inventory ("Pharmaceutical
Inventory") and any items in the Pharmacy's stock of over-the-counter inventory ("Non
Pharmaceutical Inventory") specifically identified as inventory to be included in the Purchased

2

Case 2:13-cv-01658-JCM-CWH Document 464 Filed 12/20/17 Page 53 of 128

Assets on Exhibit A (Pharmaceutical Inventory, together with Non-Pharmaceutical Inventory,
collectively, (the "Purchased Inventory").
Handling of Excluded Inventory. The parties understand that Buyer will
2.2
purchase, and the Purchased Assets will include only those items of inventory that are
determined to be Purchased Inventory according to the procedures set forth on Exhibit A and that
Buyer will not purchase any Excluded Inventory. To the extent reasonably possible, Sellers shall
physically separate all items of Excluded Inventory from the Purchased Inventory prior to
Closing. All Excluded Inventory shall be removed from the Premises at Sellers' expense
immediately following Closing.
Valuation of the Inventory. The parties shall commission WIS International,
2.3
RGIS Inventory Specialists or another mutually acceptable inventory valuation firm (the
"Inventory Service") to conduct a full review and valuation of the Purchased Inventory using the
methods, standards and procedures set forth in Exhibit A no later than two (2) business days
following the Closing Date and to determine the aggregate value of the Purchased Inventory as
of the Closing Date (such value, the "Inventory Amount"). The value of the Inventory Amount
shall be determined in accordance with the valuation procedures set forth on Exhibit A; provided
that in no event shall the Inventory Amount for the Purchased Inventory exceed One Hundred
Eighty Five Thousand Dollars and No/100 ($185,000.00). Buyer is not required to purchase
such excess. Any Inventory Buyer declines to purchase hereunder shall be the property of Sellers
and shall constitute Excluded Inventory.
ARTICLE M. PRESCRIPTION VOLUME AND VALUATION
3.1
Prescription Volume. Sellers represent and warrant to Buyer and agree, as of the
date of this Agreement the average daily prescription count of the Pharmacy, calculated over a
seven (7) day calendar week is at least one hundred twenty-four (124) prescriptions (the "Current
Volume").
3.2
Maintenance of Prescription Volume; Audit Rights. Between the date of this
Agreement and the Closing Date, Sellers will take all steps reasonably necessary to maintain or
increase the Current Volume. Buyer shall have the right, at any time before Closing upon
reasonable notice and at Buyer's expense, to audit the Company's prescription records to verify
the then-current average daily prescription count.
3.3
Required Minimum Prescription Count; Termination Right. If, at any time
between the date of this Agreement and the Closing Date, the average daily prescription count at
the Pharmacy falls below 95% of the Current Volume (rounded up to the nearest whole number),
Buyer shall have the right to terminate this Agreement.
Valuation. The parties agree that the Records are a material part of the
3.4
Purchased Assets and, together with the covenants referred to in Sections 4.3(b) and (c) are
valued at Four Hundred Eighty Thousand Dollars and No/100 ($480,000.00) (the "Records
Amount"). The parties further agree that the Records Amount will decrease in the event there is a
reduction in the daily prescription count at the Pharmacy between the date of this Agreement and
the Closing Date, which decrease shall be calculated as follows: (a) on a date within fifteen (15)
3
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days of Closing (such date the "Verification Date") the parties shall measure, using the same
procedures as used in measuring the Current Volume, the average daily prescription count at the
Pharmacy prior to such date (such count, the "Verification Date Volume"); and (b) in the event
the Verification Date Volume is less than the Current Volume by five (5) percent or more, then
the Records Amount shall be reduced proportionately, without regard to the initial five (5)
percent reduction. Solely for the purpose of example, if the decrease between Current Volume
and Verification Date Volume is twenty-five (25) percent, then the decrease of the Records
Amount would be twenty (20) percent. Buyer's calculation of the Verification Date Volume
shall be conclusive.
ARTICLE IV. PURCHASE PRICE, PAYMENT AND ALLOCATION
Purchase Price. The purchase price (the "Purchase Price") for the Purchased
4.1
Assets and the covenants and agreements set forth herein shall be an amount equal to the
Records Amount (set forth in Section 3.4), plus the Inventory Amount (set forth in Section 2.3).
4.2
as follows:

Payment Procedures. Subject to Section 7.1, Buyer will pay the Purchase Price

An amount equal to Four Hundred Five Thousand Dollars and No/100
(a)
($405,000.00) of the Records Amount, less the Shared Expense Credit (as defined in
Section 12.6(b), shall be deposited on the Closing with First American Title Insurance
Company, (the "Escrow Agent"), pursuant to the terms of the escrow agreement, attached
hereto as Exhibit I (the "Escrow Agreement"), by wire transfer of immediately available
funds to an account or accounts designated by the Escrow Agent provided that if the
Closing occurs after 3 p.m. EST on the Closing Date, such amount shall be paid on the
date that is one (1) business day after the Closing Date. In the event that complete wire
transfer instructions are not provided to Buyer at least two (2) business days prior to the
Closing, Buyer shall have the option of not wiring the Purchase Price until two (2)
business days of receipt of the Sellers' wire transfer instructions, even if such date is after
the Closing Date.
(b)
An amount up to Seventy Five Thousand Dollars and No/100 ($75,000.00)
of the Records Amount (the "Retention Earnout"), shall be paid within thirty (30) days
after the date that is the last day of the month during which the eleven (11)-month
anniversary of the Closing Date falls (the "Retention Eamout Termination Date"), by
wire transfer of immediately available funds to an account or accounts designated by
Sellers in such amounts as described in subsections (i), (ii) and (iii) below; provided, that
in the event of a Retention Earnout Termination (as defined below), Buyer will be
permitted to retain any unpaid portion of the Retention Eamout, with no further
obligation to Sellers. Based on the procedures set forth in this Section 4.2(b')
(i)
If the Average Customer Prescriptions (as defined below), is equal
to or greater than fifty (50) but no more than fifty-nine (59), then Buyer shall pay
a Retention Earnout in an amount equal to Twenty Five Thousand Dollars and
No/100 ($25,000.00); or

4
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(ii)
If the Average Customer Prescriptions (as defined below), is equal
to or greater than sixty (60) but no more than sixty-nine (69), then Buyer shall pay
a Retention Earnout in an amount equal to Fifty Thousand Dollars and No/100
($50,000.00); or
(iii) If the Average Customer Prescriptions (as defined below), is equal
to or greater than seventy (70), then Buyer shall pay a Retention Eamout in an
amount equal to Seventy Five Thousand Dollars and No/100 ($75,000.00).
As used in this Section 4.2(b), "Retention Eamout Termination" means a
determination by Buyer, based on the procedures set forth below, that the Average
Customer Prescriptions is less than fifty (50). On or promptly after the Retention Earnout
Termination Date, Buyer will identify, through its pharmacy computer system, the total
number of prescriptions filled at a Walgreens drug store for patients of the Pharmacy
since the Closing Date (the "Customer Prescriptions"). Buyer shall then divide the
Customer Prescriptions by the number of days from the Closing Date to the Retention
Earnout Termination Date (the "Average Customer Prescrintions"). Buyer's calculation
and methodology of the Average Customer Prescriptions shall be conclusive.
(c)
Within five (5) business days of Buyer's receipt of each of (i) a complete
inventory report, prepared in accordance with Article II (which report shall identify the
Inventory and set forth the Inventory Amount) and signed by representatives of Sellers,
Buyer and witnessed by a third party and (ii) the Record Data from the Final Conversion,
Buyer shall review the inventory report and either pay an amount equal to the Inventory
Amount by wire transfer of immediately available funds to an account specified by
Sellers or notify Sellers of any dispute to the Inventory Amount. In the event Buyer has
notified Sellers of a dispute, the parties shall negotiate in good faith to resolve the
dispute. Within three (3) business days of the day the dispute is resolved, Buyer shall pay
the agreed upon Inventory Amount by wire transfer of immediately available funds to an
account specified by Sellers. The Purchase Price shall be disbursed by the Escrow
Agent as provided by the Uniform Commercial Code-Bulk Transfers of the State of
California.
4.3
Allocation of the Purchase Price. The Purchase Price will be allocated for Tax
purposes as set forth in this Section 4.3.
(a)
For the Inventory, an amount equal to the Inventory Amount determined
as set forth in Article II.
(b)
For the covenants not to compete set forth in Section 6.7, an amount equal
to 20% of the Records Amount, to be allocated among the covenantors at their discretion.
(c)
For the covenants set forth in the Restrictive Covenant (as defined in
Section 5.2), an amount equal to 10% of the Records Amount.
(d)
The remainder of the Records Amount actually paid under Sections 4.2(a)
and (b) shall be allocated to the Records and the trademarks and trade names included in
the Purchased Assets.
5
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Buyer and Sellers will file Internal Revenue Service Form 8594 and all federal, state, local and
foreign Tax Returns in accordance with these allocations.
Premise Post-Closing Adjustment. (a) Buyer and Sellers agree that if,
4.4
during the period commencing on the Closing Date and continuing through the period ending on
the date that is the: (i) twelve (12)-month anniversary of the Closing Date, any Person uses the
Premises for, or in connection with any retail drug store, clinic pharmacy, pharmacy business or
other business which competes with the Buyer's business or pharmaceutical operation, then
Sellers shall reimburse Buyer an amount equal to thirty percent (30%) of the Records Amount
within five (5) days of notice by Buyer to Sellers of such restricted use of the Premises by wire
transfer of immediately available funds to an account or accounts specified by Buyer; or (ii)
thirty-six month anniversary of the Closing Date, and Person uses the Premises for, or in
connection with any retail drug store, clinic pharmacy, pharmacy business or other business
which competes with the Buyer's business or pharmaceutical operation and the Premises is still
currently owned by the Sellers, Sellers' family or any Affiliates of Sellers, then Sellers shall
reimburse Buyer an amount equal to thirty percent (30%) of the Records Amount within five (5)
days of notice by Buyer to Sellers of such restricted use of the Premises by wire transfer of
immediately available funds to an account or accounts specified by Buyer. As used in this
Section 4.4, the term "Person" means any individual, corporation, partnership, joint venture,
trust, governmental body or other organization or entity.
ARTICLE V. CLOSING
Closing. Assuming the satisfaction of the conditions precedent set forth in
5.1
Article DC, the closing (the "aosin") of the purchase and sale of the Purchased Assets will
occur on or before December 30, 2014 (the "Anticipated Closing Date") or another mutually
agreeable date. The time and date when Closing actually occurs is referred to herein as (the
"Closing Date"). The purchase and sale of the Purchased Assets contemplated by this
Agreement shall be deemed completed on the Closing Date.
5.2
following:

Buyer's Deliveries at Closing. At Closing, Buyer shall deliver to Sellers the

(a) The portion of the Purchase Price required to be paid by Buyer at Closing
pursuant to Section 4.2, by wire transfer of immediately available funds to an account or
accounts specified by the Escrow Agent; and
(b)
An executed original of the Restrictive Covenant by and among the
Company, Buyer and the Company's landlord, which shall restrict the Company's
landlord from permitting the Premises to be used as a pharmacy for three (3) years
following the Closing Date, in form and substance agreeable to Buyer (the "Restrictive
Covenant"), attached hereto as Exhibit E; and
(c)
Exhibit I.

A duly executed copy of the Escrow Agreement, attached hereto as

5.3
Sellers' Deliveries at Closing. At or before Closing, Sellers shall deliver to
Buyer each of the following:
6
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Possession of the Purchased Assets; provided, however, that delivery of
(a)
the Inventory by Sellers and Buyer's taking possession of the Inventory shall not occur
until the bulk transfer notices as contemplated in Section 7.2 have been complied with;
A Bill of Sale duly executed by an authorized officer of the Company, in
(b)
the form attached hereto as Exhibit B;
Evidence of the release of any and all liens encumbering any of the
(c)
Purchased Assets (including any required UCC termination statements, bank pay-off
letters or similar documents);
An IRS Form W-9 duly executed by an authorized officer of the Company
(d)
and by each Owner;
(e)

The Record Data, as contemplated by Section 6.3;

(0

A duly executed copy of the Restrictive Covenant;

(g)

A duly executed copy of the Escrow Agreement;

At least two (2) business days prior to the Closing, an executed original of
(h)
the Assignment of Trademark, in the form attached hereto as Exhibit G;
A list of each Transferred Employee's health and dental insurance
(h)
deductible and amount of the deductible that has been met by such Transferred Employee
and any covered dependent in the current calendar year, through the date of Closing; and
Such other instruments or documents as may be necessary or appropriate
(i)
to carry out the transactions contemplated hereby.
ARTICLE VI. ADDITIONAL AGREEMENTS OF THE PARTIES
Operation of the Pharmacy before Closing. (a) Between the date hereof and
6.1
the Closing Date, Sellers shall operate the Pharmacy only in the ordinary course and
substantially as presently operated. Consistent with the foregoing, Sellers shall keep and
maintain the Purchased Assets in good operating condition and repair. Sellers shall protect and
preserve the integrity of all patient information, instituting all necessary safeguards to ensure that
such patient information and other confidential information is delivered to Buyer. Sellers shall
preserve the goodwill of the suppliers, contractors, licensors, employees, customers, payors,
distributors and others having business relations with the Pharmacy. In furtherance of the
foregoing, Sellers shall maintain the Pharmacy's normal operating hours, staffing levels,
inventory levels and merchandise mix.
(b)
Except as expressly contemplated by this Agreement or except with the
express written approval of Buyer, no Seller shall: (i) take any action that is intended or
may reasonably be expected to result in (1) any of the representations and warranties set
forth in this Agreement being or becoming untrue in any material respect, (2) any of the
conditions to the Closing set forth in this Agreement not being satisfied or (3) any
7
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violation of any provision of this Agreement, except, in each case, as may be required by
applicable law; (ii) enter into any contract with respect to, or make any increase in (or
commitment to increase) the compensation payable to any of its employees or agents
located at or related to the Premises; or (iii) sell, lease, transfer or otherwise dispose of
(including any transfers from the Company to any of its Affiliates or employees), or
impose or suffer to be imposed any encumbrance on, any of the Purchased Assets,
including patient and other confidential information, other than minor amounts of
pharmaceutical inventory sold or otherwise disposed of for fair value in the ordinary
course of the Pharmacy's business consistent with past practice.
Signage. Sellers shall permit Buyer to place a sign at the front entrance to the
6.2
Premises for a period of ninety (90) days after the Closing Date advising customers that all
prescription files have been transferred to a Walgreen drug store or other location designated by
Buyer. In addition, Sellers shall permit Buyer to place a sign at the same location advising
customers that all prescription files will be transferred to such drug store or other location on the
Closing Date.
Record Data Patient Notification. (a) The parties agree that the Company will
6.3
engage Infowerks (the "Data Converter") to convert the Company's prescription file and Record
data (the "Record Data") to a format specified by Buyer. Sellers agree to provide such access,
information and cooperation to the Data Converter as may be required to enable the Data
Converter to deliver the Record Data to Buyer in English at least two (2) weeks prior to
Anticipated Closing Date (the "Initial Conversion"). In the event that the Record Data is not or
cannot be delivered to the Data Converter in English as of such date, or cannot be converted by
Infowerks, Buyer, at Buyer's sole discretion, may either delay the Closing until the Record Data
is delivered to Buyer, or terminate this Agreement. The parties further agree that in the event
that despite having received the Record Data, the Data Converter is unable to convert such
Record Data at least one (1) week prior to the Closing Buyer, at Buyer's sole discretion, may
either delay the Closing, or terminate this Agreement. The Sellers shall deliver the Record Data
for the period between the Initial Conversion and the Closing Date (the "Final Conversion"), to
the Data Converter, so that the Data Converter can deliver the Final Conversion to Buyer as soon
as possible on the Closing Date.
(b)
The parties will engage Tribune Direct or another distributor selected by
Buyer (the "Third Party Distributor") to notify each customer of the Pharmacy who has
had a prescription filled or refilled at the Pharmacy within the two years prior to the
Closing Date by mailing each of them a letter in the form attached as Exhibit C. The
parties agree that, promptly after its receipt of the Record Data, the Data Converter will
provide the Record Data to the Third Party Distributor in order to enable the Third Party
Distributor to assemble and distribute these letters no sooner than the Closing Date.
(c)
The Company will retain a complete copy of all Record Data in
accordance with applicable record retention laws and regulations. The Company's point
of contact for all inquiries related to the Company's records ("Custodian of Records") is:
2215 Wild Plains Circle
Rocklin, California 95765
:Attention: Helen Tang
8
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Telephone Numbers. Upon Closing, Sellers shall arrange for remote call
6.4
forwarding for all patients, doctors, and fax telephone lines of the Pharmacy to a Walgreen drug
store or other location designated by Buyer for a period of no less than 90 days following
Closing. For the period starting on the 91' day following Closing and ending on the 180th day
following Closing, Sellers shall disconnect existing telephone and fax lines and terminate any
existing telephone or fax accounts, for the Pharmacy. Sellers shall arrange for call referral for all
calls to the number so canceled to a Walgreen drug store or other location designated by Buyer
for a period of no less than 90 days. All existing advertising and yellow pages agreements shall
be discontinued immediately upon the closing date. There shall be no charge to Buyer for such
remote call forwarding or referral service.
Compliance with Law. The parties agree to comply fully with the provisions of
6.5
the United States Controlled Substance Act of 1970, as such act may relate to the transfer of the
Inventory, and with all applicable state laws as they may relate to the transfer of the Inventory.
Sellers shall notify the appropriate governmental agencies, including the appropriate State Board
of Pharmacy or similar office and the regional office of the United States Drug Enforcement
Agency, of the transactions contemplated by this Agreement.
Further Assurances. The parties agree to take all steps as may be reasonably
6.6
necessary to put Buyer in actual possession and control of all the Purchased Assets. From time
to time following Closing, Sellers shall execute and deliver to Buyer such instruments of
conveyance and transfer as Buyer may reasonably request or as may be otherwise necessary to
more effectively convey and transfer to, and vest in, Buyer and put Buyer in possession of, any
part of the Purchased Assets.
Non-Competition. (a) For a period of five (5) years after the Closing Date or for
6.7
the maximum time permitted by applicable law, whichever is shorter, each Seller and each of
their Affiliates agree not to: (i) in any manner whatsoever, directly or indirectly operate, own,
lease (as landlord or tenant), engage or participate in as an owner, partner, employee, joint
venturer, shareholder, director, assignor, seller, transferor, or as a sales or marketing agent or
otherwise, in, for, or in connection with any retail drug store, clinic pharmacy, pharmacy
business or other business which competes with the Pharmacy's business as conducted by Buyer
after the date hereof, within a radius of twelve (12) miles of the Premises; (ii) directly or
indirectly, call upon, solicit, write, direct, divert or accept business from any customer of Buyer
or from any customer of the Company whose prescription files were acquired by Buyer
hereunder; (iii) directly or indirectly employ, attempt to employ, or assist anyone else in
attempting to employ any person who is at such time or who was within the six (6)-month period
immediately prior to such time in the employ of Walgreens; or (iv) directly or indirectly, use or
permit any Person to use the trademarks and trade names used in the operation of the business of
the Pharmacy.
(b)
Each Seller covenants and agrees that it shall not, and that it shall use
reasonable efforts to ensure that its Affiliates do not, divulge to any Person any
Confidential Information of Buyer or the Pharmacy or use such Confidential Information
for any purpose after Closing. As used in this Agreement, (i) "Confidential Information"
means with respect to any Person, information regarding such Person that is not
previously disclosed to the public or to the trade and includes information regarding,
facilities, strategies, methods, trade secrets and other intellectual property, software,
9
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systems, procedures, operational policies, manuals, confidential reports, product price
lists, pricing and cost policies, customer lists, inventory information, financial
information (including revenue, costs or profits of the disclosing party), business plans,
prospects, or opportunities, (ii) "Affiliate" means, with respect to any Person, any other
Person that directly or indirectly controls, is controlled by or is under common control
with such Person, and (iii) "Person" means any individual, corporation, partnership, joint
venture, trust, governmental body or other organization or entity.
The Company covenants and agrees that it shall remove all pharmacy
(c)
fixture types from the Premises promptly after Closing, including removing all references
to the purchased trademark and trade name.
The parties hereby recognize, acknowledge and agree that the territorial
(d)
and time limitations contained in this Agreement are reasonable and properly required for
the adequate protection of the business of the Pharmacy, as it will be conducted by Buyer
after Closing. The parties further agree that the geographical and temporal restrictions
referred to in this Section 6.7 are divisible and severable.
(e) The parties hereto agree that any breach or threatened breach by any Seller
of any covenant contained in this Section 6.7 would result in substantial and irreparable
damage to Buyer, the amount of which would be difficult, if not impossible, to ascertain.
Therefore, each Seller agrees that in the event of any such breach or threatened breach
thereof, Buyer shall have the right to enforce this Section 6.7 by preliminary or
permanent injunctive or other relief in equity, without the necessity of proving any actual
damages or providing any bond or other security. The right of Buyer to obtain injunctive
or other equitable relief to enforce the terms hereof shall be in addition to all other rights
and remedies it may otherwise have at law, in equity, or otherwise. Such right to obtain
injunctive or other equitable relief may be exercised, at the option of Buyer, concurrently
with, prior to, after, or in lieu of the exercise of any other rights or remedies which Buyer
may have as a result of any breach or threatened breach of any of the terms hereof. The
prevailing party or parties in any action brought to enforce any provision of this Section
6.7 shall be entitled to recover all reasonable attorneys' fees and disbursements and other
out-of-pocket costs incurred in connection therewith.
(f)
Notwithstanding the provisions of this Section 6.7, each Seller may
purchase or otherwise acquire, up to a non-controlling interest, of any class of securities
of any enterprise that may be competitive with Buyer and the Pharmacy (but without
other participation in the activities of such enterprise) as long as such securities are listed
on any national or regional securities exchange or have been registered under Section
12(g) of the Securities Exchange Act of 1934, as amended.
ARTICLE VII. BULK SALES; LIENS
7.1
UCC Searches. Buyer may conduct Uniform Commercial Code searches of state
and county records. Any liens or encumbrances disclosed by any such searches shall be satisfied
in full by Sellers or released in full by the holder of such lien prior to Closing. Buyer may, at its
option, retain any or all of the Purchase Price to satisfy any liens or encumbrances that have not
been satisfied or released prior to Closing.
10
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7.2
Bulk Sales. (a) Sellers shall be required to comply with the provisions of the
Uniform Commercial Code — Bulk Transfers of the State of California. Sellers agree to
indemnify and hold Buyer harmless from and against all claims that arise from or are based upon
(or are claimed so) the failure of the parties to comply fully with such statute.
The parties agree to utilize the Escrow agent to prepare, file,
(b)
publish, and record the necessary documents and notify the necessary governmental agencies as
required by the Uniform Commercial Code — Bulk Transfers of the State of California. The fees
and expenses of the Escrow Agent shall be paid one-half by Buyer and one-half by Seller. The
Escrow Agent shall disburse the escrowed funds in accordance with California law and the
escrow instructions signed by both parties. In the event that Seller fails to comply with the
requirements of the Uniform Commercial Code — Bulk Transfers of the State of California, then
Buyer may, at its option, terminate this Agreement. It is the intention of this paragraph that
Seller shall be required to fully comply with Section 6101-6111 of the Uniform Commercial
Code as now in effect, and that the aforesaid specification of requirements shall not be deemed to
limit Seller's duties under the Uniform Commercial Code.
ARTICLE VIII. REPRESENTATIONS AND WARRANTIES
8.1
Sellers' Representations and Warranties. As an inducement to Buyer to enter
into this Agreement and to consummate the transactions contemplated hereby, Sellers represent
and warrant to Buyer and agree, as of the date of this Agreement and as of the Closing Date, as
follows:
(a)
Organization and Authority. The Company is a corporation duly
organized and in good standing under the laws of the State of California and is qualified
to do business in and in good standing in all other jurisdictions in which the Company
conducts business. Sellers have the power and other authority to execute, deliver and
perform this Agreement. The Owner owns all of the outstanding equity interests in the
Company. This Agreement and the transactions contemplated hereby have been
approved by the Owner and by the Board of Directors (or other governing body) of the
Company and, when fully executed and delivered, this Agreement and all documents and
agreements required to be delivered hereunder, will be legal, valid and binding
obligations of Sellers enforceable in accordance with their terms, in each case subject to
bankruptcy, insolvency, reorganization, moratorium and similar laws of general
application relating to or affecting creditors' rights and to general equity principles.
(b)
No Conflicts. The execution, delivery and performance of this Agreement
by Sellers do not and will not (i) constitute a breach of any contract to which any Seller is
a party, (ii) conflict with any order from a governmental body or any laws to which any
of the Purchased Assets is subject or by which any Seller is bound, or (iii) require the
approval, consent, authorization or act of, or the making by any Seller of any declaration,
filing or registration with, any Person.
(c)
No Bankruptcy. No Seller has made an assignment for the benefit of
creditors and is not subject to the jurisdiction of any bankruptcy court nor has it entered
into any other arrangement or composition with creditors that would impede, prohibit or
govern the disposition of its assets.
11
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Title to Assets. The Company has full legal, equitable and marketable title
(d)
to all of the Purchased Assets, free and clear of any lien, mortgage or encumbrance. At
Closing, the Company will transfer to Buyer full legal, equitable and marketable title to
the Purchased Assets and such property will not be subject to any lien, mortgage or
encumbrance and will be conveyed free and clear of any right, title or interest of any
Person.
Prescriptions. (i) The prescriptions filled at the Pharmacy have arisen
(e)
from bona fide, legal transactions and the information included in the Records is accurate
in all material respects. Except as set forth on Exhibit D, none of the prescriptions filled
at the Pharmacy result from any Non-standard Business. As used in this Agreement,
"Non-standard Business" means (A) delivering prescriptions by mail, courier, automobile
or other delivery system (in each case, including prescriptions filled via the Internet), (B)
compounding, including both sterile and non-sterile compounding, (C) filling
prescriptions that involve any unique, customized or non-standard packaging, including
prescriptions filled for patients in independent living, assisted living, nursing home, longterm care or hospice facilities, (D) any business conducted pursuant to Section 340B of
the Public Health Service Act, (E) any non-prescription business (including durable
medical equipment) done through the pharmacy computer and included in the
prescription count, (F) any prescriptions filled pursuant to any contract, agreement or
understanding (other than a standard contract agreement or understanding with any third
party payor or government payor providing health care coverage to individuals), or (G)
any other business outside the scope of a customary pharmacy or retail drug-store
business.
(ii) Sellers acknowledge that Buyer maintains relationships with several
third party payors and that such relationships may change from time to time
without notice. Sellers further acknowledge that it' did not rely on the continuation
of Buyer's current relationship with any third party payor when entering into this
Agreement.
(f)
Inventory. The Inventory is in good, merchantable and useable condition,
and consists only of items of quality and quantity commercially usable and salable in the
ordinary course of the Pharmacy business, except for any items of obsolete material or
material below standard quality excluded under Exhibit A.
(g)
Legal Proceedings. There are no (i) claims, actions, suits, investigations
or proceedings pending or, to Sellers' knowledge, threatened by or against any Seller or
any director, officer or employee of the Company relating to or affecting the Pharmacy or
the Purchased Assets or (ii) judgments, decrees, orders, writs, injunctions, rulings,
decisions or awards of any court or governmental body to which any Seller is a party or is
subject with respect to the Pharmacy or to which any of the Purchased Assets is subject.
No Seller has received any notice of complaints filed against any Seller under HIPAA or
applicable patient privacy and data protection laws and, to Sellers' knowledge, there has
been no violation of such laws.
(h)
Compliance with Law. No Seller is in violation, and no Seller has been in
violation in the preceding three years, of any laws, government regulations or other legal
12
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or regulatory requirements with respect to the Pharmacy. Each Seller has timely filed all
material reports, registrations and statements required to be filed by it with any
governmental body, and has paid all related fees and assessments due and payable, in
each case with respect to the Pharmacy. No Seller, and to Sellers' knowledge, no
director, officer or employee of the Company, has been notified of any investigation or
similar proceeding from any governmental body, been sanctioned by any governmental
body or received or filed for any Medicare or Medicaid overpayments or other improper
billings with respect to the Pharmacy. All Medicare, Medicaid and third-party reports and
claims filed or required to be filed by or on behalf of the Company with respect to the
Pharmacy have been timely filed and are complete and accurate in all material respects.
Such reports and claims properly claim and disclose all information and other items to be
disclosed for the periods covered thereby. No Seller and no director, officer or employee
of the Company or its Affiliate who works or has worked at the Pharmacy has been
disciplined or sanctioned by any governmental body or excluded from participation in
any government healthcare payment program, including Medicare or Medicaid, nor are
any of the foregoing Persons aware of any pending or threatened discipline, sanction,
investigation or government action that may lead to such exclusion, fine or other remedy.
Taxes. The Company has, in respect of the Pharmacy, filed all Tax
(I)
Returns that are required to be filed and has paid all Taxes that have become due pursuant
to such Tax Returns or pursuant to any assessment that has become payable or for which
Buyer may otherwise have any transferee liability. All monies required to be withheld by
the Company from employees of the Pharmacy for income Taxes and social security and
other payroll Taxes have been collected or withheld, and either paid to the respective
governmental bodies or set aside in accounts for such purpose. As used in this
Agreement, "Tax" (and with correlative meaning "Taxes") means, all U.S. federal, state
or local or foreign Taxes, charges, fees, imposts, levies or other assessments, including,
without limitation, all net income, gross receipts, gains (including capital gains), sales,
use, ad valorem, value added, transfer, franchise, profits, inventory, capital stock, license,
withholding, payroll, employment, social security (or similar), unemployment, unclaimed
property, premium, fringe benefits, goods and services, debits, windfall or excess profits,
environmental (including Taxes under Section 59A of the Code), unincorporated
business, information, disability, workers compensation, production, registrations,
alternative or add-on minimum, accumulated earnings, personal holding, escheat
payments, excise, severance, stamp, occupation, property and estimated Taxes, customs
duties, and other governmental charges of any kind whatsoever, together with all interest,
penalties, fines, additions to Tax or additional amounts imposed by any taxing authority
with respect to such amounts. Further, as used in this Agreement, "Tax Returns" means
any declaration, return, amended return, claim for refund, report, statement, information
return or other document (including any related or supporting information) filed or
required to be filed with any governmental entity in connection with the determination,
assessment, collection or administration of any Taxes or the administration of any laws,
regulations, or administrative requirements relating to any Taxes, including any schedule
or attachment thereto, and including any amendment thereof. The Company's Federal
Employer Identification Number is 02-0649149 and its State Business Tax Number is
228-7118-0. The state tax unemployment account number for the Company is 228-

13

Case 2:13-cv-01658-JCM-CWH Document 464 Filed 12/20/17 Page 64 of 128

71158-0 and a copy of the most current State Unemployment Tax Rate Notice for the
Company is attached as Exhibit H.
Trademarks. The Company does not own any registered trademarks or
trade names in connection with the Pharmacy. No royalty is payable to any Person as a
result of, or with respect to, the use of any trademarks, trade names or other intellectual
property. To Sellers' knowledge, the operation of the Pharmacy as currently conducted
does not infringe, misappropriate or conflict with any intellectual property right or other
legally protectable right of another Person. Sellers have not received any notice of any
claim by another Person contesting the validity, enforceability, use or ownership of any
of its trademarks or trade names.
Disclosure. There are no material facts relating to the Pharmacy, the
(k)
Premises or the Purchased Assets that have not been disclosed to Buyer, including but not
limited to: (i) Sellers are not an employee or consultant for another pharmacy, or (ii)
Sellers have no direct or indirect interest in any other business.
Buyer's Representations and Warranties. As an inducement to Sellers to enter
8.2
into this Agreement and to consummate the transactions contemplated hereby, Buyer hereby
represents and warrants to Sellers and agrees as follows: (a) Buyer is a corporation duly
organized, validly existing and in good standing under the laws of the State of Illinois and has
the corporate power and other authority to execute, deliver and perform this Agreement; (b)
when fully executed and delivered, this Agreement and all documents and agreements required
to be delivered hereunder, will be legal, valid and binding obligations of Buyer enforceable in
accordance with their terms, in each case subject to bankruptcy, insolvency, reorganization,
moratorium and similar laws of general application relating to or affecting creditors' rights and
to general equity principles, and (c) the execution, delivery and performance of this Agreement
by Buyer does not and will not constitute a breach of any contract to which it is a party.
ARTICLE IX. CONDITIONS PRECEDENT
9.1
Sellers' Conditions to Closing. The obligations of Sellers under this Agreement
shall, at the option of Sellers, be subject to the satisfaction, on or prior to the Closing Date, of the
following conditions: (a) there shall have been no material breach by Buyer in the performance
of any of its covenants and agreements herein which shall not have been remedied or cured; and
(b) each of the representations and warranties of Buyer contained in this Agreement shall be true
and correct in all material respects on the Closing Date as though made on the Closing Date,
except for changes therein specifically permitted by this Agreement or resulting from any
transaction expressly consented to in writing by any Seller or any transaction contemplated in
this Agreement.
9.2
Buyer's Conditions to Closing. The obligations of Buyer under this Agreement
shall, at the option of Buyer, be subject to the satisfaction, on or prior to the Closing Date, of the
following conditions; (a) Sellers shall have delivered all of the documents or other information
required to be delivered by Sellers hereunder; (b) there shall have been no material breach by any
Seller in the performance of any of its covenants and agreements herein which shall not have
been remedied or cured; (c) each of the representations and warranties of Sellers contained in
14
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this Agreement shall be true and correct in all material respects on the Closing Date as though
made on the Closing Date, except for changes therein specifically permitted by this Agreement
or resulting from any transaction expressly consented to in writing by Buyer or any transaction
contemplated in this Agreement; (d) Buyer shall have completed a site visit and due diligence
review of the Premises and Buyer shall have obtained results that are satisfactory to Buyer of its
due diligence review; (e) there shall not have been a material adverse change in the financial
condition, results of operations or prospects of the Pharmacy (or any event or condition that
would., with the passage of time, reasonably be expected to constitute such an effect or change);
and (f) at least ten (10) days prior to the Closing Date, Buyer shall have had an opportunity to
interview the staff at the Pharmacy.
ARTICLE X. TERMINATION
10.1 Termination. Notwithstanding anything contained in this Agreement to the
contrary, this Agreement may be terminated at any time prior to Closing: (a) by the mutual
written consent of Buyer and Sellers; (b) by Buyer in the event of any breach by any Seller of
any of its agreements, covenants, obligations, representations or warranties contained herein; (c)
by Sellers in the event of any breach by Buyer of any of Buyer's agreements, covenants,
obligations, representations or warranties contained herein; (d) by either Buyer or Sellers if any
governmental body shall have issued a final and non-appealable order, decree or ruling
permanently restraining, enjoining or otherwise prohibiting the consummation of the transactions
contemplated hereby; (e) by Buyer in accordance with Section 3.3 or Section 6.3(a) or Section
9.2(d); or (0 by either Buyer or Sellers if the Closing shall not have occurred on or before fortyfive (45) days after the Anticipated Closing Date (or such later date as may be mutually agreed to
in writing by Buyer and Sellers), provided that the party seeking to exercise the right of
termination granted under this subsection (f) has not breached its obligations hereunder.
10.2 Effects. In the event that a party terminates this Agreement, such termination
shall be in addition to, and not by way of limitation of, its other rights and remedies in law and
equity, including the right to sue for damages and sue for performance.
ARTICLE XI. INDEMNIFICATION
11.1 Indemnification of Buyer. Sellers agree, jointly and severally, to indemnify,
defend and hold harmless Buyer, its Affiliates, directors, officers, employees and agents from
and against any and all losses, costs, obligations, liabilities, settlement payments, awards,
judgments, fines, penalties, damages, expenses, deficiencies or other charges, including
attorney's fees and costs (collectively, "Losses"), incurred by any of them in connection with or
arising from: (a) any breach by a Seller of any of its representations, warranties, covenants,
agreements or obligations in this Agreement or in any agreement or document required to be
delivered by any Seller hereunder; (b) any Excluded Liability; (c) any claim, suit or action
brought or asserted by any creditor, claimant, governmental body or other Person asserting a
claim against Buyer or against any of the assets to be conveyed hereunder, related to the
Pharmacy and arising as of or before the Closing Date, whether such claim is presently known or
unknown, choate or inchoate; (d) the acts or omissions of any Seller or its Affiliates, employees,
agents and contractors, in connection with the transactions contemplated by this Agreement; (e)
any claims for brokerage commissions or compensation arising out of the negotiation and
15

Case 2:13-cv-01658-JCM-CWH Document 464 Filed 12/20/17 Page 66 of 128

execution of this Agreement and incurred due to the actions of any Seller; and (f) any failure by
Sellers to comply with bulk sales or similar laws.
Buyer agrees to indemnify, defend and hold
11.2 Indemnification of Sellers.
harmless Sellers, their Affiliates, directors, officers, employees and agents from and against any
and all Losses incurred by any of them in connection with or arising from: (a) any breach by
Buyer of any of its representations, warranties, covenants, agreements or obligations in this
Agreement or in any agreement or document required to be delivered by Buyer hereunder; (b)
the acts or omissions of Buyer or its Affiliates, employees, agents and contractors, in connection
with the transactions contemplated by this Agreement; and (c) any claims for brokerage
commissions or compensation arising out of the negotiation and execution of this Agreement and
incurred due to the actions of Buyer.
ARTICLE XII. MISCELLANEOUS
12.1 Definitions and Interpretation. Article titles and headings to sections herein are
inserted for convenience of reference only and are not intended to be a part of or to affect the
meaning or interpretation of this Agreement. References in this Agreement to Articles,
Schedules or Exhibits shall be to the corresponding Articles, Schedules or Exhibits of this
Agreement, unless the context otherwise requires. The Exhibits referred to herein shall be
construed with and as an integral part of this Agreement to the same extent as if they were set
forth verbatim herein. As used herein, the word "including" means "including without
limitation."
12.2 Notices. All notices hereunder shall be in writing and sent by United States
certified or registered mail, postage prepaid, addressed, (a) if to Sellers, to 2215 Wild Plains
Circle, Rocklin, California 95765, Attention:
Helen Tang, or by email to
ospharmacyQ,yahoo.com and (b) if to Buyer, to 104 Wilmot Road, MS #1455, Deerfield, Illinois
60015, Attention: Law Department (KEI/KQM), email: kay.malm@walgreens.com, provided
that each party by like notice may designate any further or different addresses to which
subsequent notices shall be sent.
12.3 Successors and Assigns; No Third Party Beneficiaries. Following the Closing,
either party may assign any of its rights hereunder, but no such assignment shall relieve it of its
obligations hereunder. This Agreement shall be binding upon and inure to the benefit of the
parties hereto and their successors and permitted assigns. Nothing in this Agreement, expressed
or implied, is intended or shall be construed to confer upon any Person other than the parties and
successors and assigns any right, remedy or claim under or by reason of this Agreement.
12.4 Risk of Loss. The risk of loss or damage to the assets described in paragraph one
hereof shall be upon the Company until Buyer receives physical possession of such assets in
accordance with this Agreement.
12.5 Entire Agreement; No Waivers. This Agreement constitutes the entire
agreement between the parties and supersedes all prior offers, negotiations, and understandings,
whether oral or written, between the parties hereto and may only be modified by a writing
executed by both parties. The failure of Buyer to insist on the performance of any term,
condition, covenant or restriction of this Agreement shall not be construed as a waiver or
16
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relinquishment of any rights or remedies hereunder or for the future performance of any such
term, condition, covenant or restriction and the obligations of officer with respect thereto shall
continue in full force and effect. No waiver shall be binding upon any party unless set forth in
writing signed by or on behalf of such party.
12.6 Expenses. (a) Each party hereto will pay all costs and expenses incident to its
negotiation and preparation of this Agreement and to its performance and compliance with all
agreements and conditions contained herein on its part to be performed or complied with,
including the fees, expenses and disbursements of its counsel and accountants.
The parties acknowledge and agree that the expenses (the "Shared
(b)
Expenses") associated with retaining (i) the Inventory Service, as contemplated by
Section 2.3 and (ii) Infowerks, as contemplated by Section 6.3, are incurred for the
mutual benefit of the parties solely in order to facilitate the transactions contemplated by
this Agreement. For administrative convenience, Buyer agrees to pay and be liable for
the Shared Expenses. In consideration therefore, the parties agree that Buyer will be
reimbursed, through a credit against the Purchase Price, for Two Thousand Two Hundred
Dollars ($2,200.00) for the Pharmacy (the "Shared Expense Credit"). Further, Sellers
shall also be responsible for half of the Escrow Agent's fees as contemplated in the
Escrow Agreement.
In the event of litigation between the parties in relation to the
(c)
interpretation or enforcement of this Agreement, the reasonable attorney's fees and court
costs incurred by the party prevailing in such litigation shall be borne by the nonprevailing party.
12.7 Counterparts; Signatures. This Agreement may be executed in one or more
counterparts, each of which shall be considered an original instrument, but all of which shall be
considered one and the same agreement. Original signatures transmitted by facsimile or .pdf
shall be sufficient and binding upon the parties hereto.
12.8 Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of Illinois, including all matters of construction, validity,
performance and enforcement.
12.9 Partial Invalidity. Wherever possible, each provision hereof shall be interpreted
in such manner as to be effective and valid under applicable law, but in case any one or more of
the provisions contained herein shall, for any reason, be held to be invalid, illegal or
unenforceable in any respect, such provision shall be ineffective to the extent, but only to the
extent, of such invalidity, illegality or unenforceability without invalidating the remainder of
such invalid, illegal or unenforceable provision or provisions or any other provisions hereof,
unless such a construction would be unreasonable. If, for any reason, any provision set forth
herein is held by a court of competent jurisdiction to cover an area or a length of time which is
unreasonable or in any other way is construed to be too broad or to any extent invalid, such
provision shall not be determined null, void, and of no effect, but shall be reformed so as to be
valid and enforceable under applicable law.
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12.10 Survival of Obligations. All representations, warranties, covenants and
obligations contained in this Agreement shall survive the consummation of the transactions
contemplated by this Agreement.
12.11 Setoff. Either party shall be entitled to recover any indemnification payments due
hereunder by setting off such amount against any other amount due from one party to the other
party pursuant to this Agreement or any other Agreement between the parties.
12.12 Acknowledgement Regarding Representation. Sellers acknowledge that: (a)
they have consulted with or have had an opportunity to consult with independent counsel of their
choice concerning this Agreement and the transactions contemplated hereby and have been
advised to do so by Buyer; and (b) have read and understood this Agreement, are fully aware of
its legal effect, and have entered into it freely based on their own judgment.
12.13 Buyer's Like Kind Exchange. Buyer and Sellers acknowledge that Buyer may
wish to structure this transaction as a tax deferred exchange of like-kind property within the
meaning of Section 1031 of the Code. Sellers agree to reasonably cooperate with Buyer to
effect such an exchange; provided, however, that (i) the Sellers shall not be required to
acquire or take title to any exchange property, (ii) Sellers shall not be required to incur any
expense (excluding attorneys' fees) or liability whatsoever in connection with the exchange,
including, without limitation, any obligation for the payment of any escrow, title, brokerage
or other costs incurred with respect to the exchange, (iii) no substitution of Buyer shall
release Buyer from any of its obligations, warranties or representations set forth in the
Agreement or from liability for any prior or subsequent default under the Agreement by
Buyer, its successors or assigns, which obligations shall continue as the obligations of a
principal and not of a surety or guarantor, (iv) Buyer shall give Sellers at least five business
days prior notice of the proposed changes required to effect such exchange and the identity
of any party to be substituted in the escrow, (v) Buyer shall be responsible for preparing all
additional agreements, documents and escrow instructions (collectively, the "Exchange
Documents") required by the exchange, at its sole cost and expense, and (vi) Buyer shall be
responsible for making all determinations as to the legal sufficiency, tax considerations and
other considerations relating to the proposed exchange, the Exchange Documents and the
transactions contemplated thereby, and Sellers shall in no event be responsible for, or in any
way be deemed to warrant or represent any tax or other consequences of the exchange
transaction arising by reason of Sellers' performance of the acts required hereby.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, this Agreement has been executed and delivered as of the day
and year first above written.
BUYER
MAW
By:
Name:
Title:

6 &1115

Co rp U P

' COMPANY:
ONE-STOP PHARMACY CORPORATION

.Helen Tang, individit
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Exhibit 5
First American's
Disbursement Summary

Exhibit 5

Case 2:13-cv-01658-JCM-CWH Document 464 Filed 12/20/17 Page 71 of 128
Disbursement Summary Report
Processing Region:
Office Name:
Office Address:
Office Phone/Fax:

NATLAC - National Commercial Services Division
1 - Irvine - NCSD (1603)
18500 Von Karman Ave, Suite 600, Irvine, CA 92612
(949)885-2400 /

File No.:

NCS-706109-SA1

Buyer:

Walgreen Co.

Seller:

One-Stop Pharmacy Corporation, et al

Doc No. /
Status

Paid Status/
Paid Date

Officer:
Property:

S
p

Issue Date /
Transmit Dt

M

Daisy Howell / AG
1040 Colusa Avenue

Est Settlement Date:
Settlement Date:

02/10/2015

Yuba City, CA 95991

Disbursement Date:

02/10/2015

Payee

Disb. Amt /
OOB Ind

One-Stop Pharmacy Corporation

$547,060.12

Description /
Disbursed As

Split
1603141765

Paid Check

02/10/2015

Issued

02/17/2015

02/10/2015

1603142143

Paid Check

02/26/2015

Issued

03/12/2015

02/26/2015

1603142661

Paid Check

03/19/2015

Issued

03/26/2015

03/19/2015

1603145972

Paid Check

08/11/2015

Issued

11/06/2015

08/11/2015

28714

02/10/2015

Issued

02/10/2015

68419

Paid Wire

02/10/2015

Issued

02/10/2015

02/10/2015

68420

Paid Wire

Issued

02/10/2015

68421

Paid Wire

D 02/10/2015

First Corporate Solutions 914 S Street
Sacramento, CA 95811

$757.25
C

Franchise Tax Board Business Transfer
Desk MS A450 -Richard X3155
Sacramento, CA 95827

Sutter County Assessor

One-Stop Pharmacy Corporation Attn:
Helen Tang 2215 Wild Plains Circle
Rocklin, CA 95765

$560.00

Hayslip and Zost Pharmacy Brokers 5729
Lebsnon Rd Frisco,TX 75034

Helen Tang

D 02/10/2015

Printed On: 6/30/2016 7:34:00 AM

One-Stop Pharmacy

Daisy Howell

First American
Trust-Santa Ana 002

002

C

First American
Trust-Santa Ana 002

$35.94

3016030000

002

3016030000

002

W

First American
Trust-Santa Ana 002

W

First American
Trust-Santa Ana 002

$35,555.66

$164,118.04

First American
Trust-Santa Ana -

02/10/2015
Daisy Howell

3016030000

02/26/2015
Daisy Howell

3016030000

03/19/2015
Daisy Howell

3016030000

First American
Trust-Santa Ana F

02/10/2015
Daisy Howell

First American
Trust-Santa Ana -

$2,650.00

$382,942.08

First American
Trust-Santa Ana 002

C
$366.86

02/10/2015

Posted By /
Posted Date

First American
Trust-Santa Ana -

C
First American Title Company National
Commercial Services 18500 Von Karman
Ave, Suite 600 Irvine,CA 92612

Bank Name /
Bank Code – Account Number

08/11/2015
Daisy Howell

3016030000

02/10/2015
Daisy Howell

3016030000

01/20/2015
Daisy Howell

3016030000

02/10/2015
Daisy Howell
Page: 1
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Disbursement Summary Report
Processing Region:
Office Name:

File No.:

NATLAC - National Commercial Services Division
1 - Irvine - NCSD (1603)

Doc No. /
Status

Paid Status/
Paid Date

Issued

02/10/2015

02/10/2015

69210

Paid Wire

03/19/2015

Issued

03/19/2015

03/19/2015

S
p

Issue Date /
Transmit Dt

Service Fee Payee

Payee

Disb. Amt /
OOB Ind

One-Stop Pharmacy Corporation Attn:
Helen Tang Rocklin,CA 95765

Status

Description /
Disbursed As

Bank Name /
Bank Code – Account Number

Posted By /
Posted Date

W

002

02/10/2015

W

First American
Trust-Santa Ana 002

$5,073.14

Address

NCS-706109-SA1

3016030000

Daisy Howell
3016030000

03/19/2015
Service Fee Amount

Note: Service Fee is a memo transaction only.

Printed On: 6/30/2016 7:34:00 AM

Total Issued
Net Adjustments
Net Issued

$592,058.97
$0.00
$592,058.97

Total Pending
Total Held
Total

$0.00
$0.00
$592,058.97

Page: 2
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Exhibit 6
Helen Tang's Disbursement and
Escrow Instructions

Exhibit 6
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Daisy Howell, CSEO, CEI
Escrow NCS 706109
One-Stop Pharmacy wiring instructions

Hi Daisy:
Please allocate the total amount as follows:
70% to Rabobank
30% to Chase bank
receiving
receiving
receiving
receiving
receiving

account number: 189877089
..
party name: Nathan and Helen Tang
bank ABA number: 322271627
..
bank name: JPMorgan Chase Bank
bank city and state: Rocklin, CA

Thank you,
Helen Tang, Pharm D.
ospharmacy@yahoo.com
530-329-2217

•

•
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First American
Title Insurance Company
NATIONAL COMMERCIAL SERVICES

18500 Von Karman, Snite 600, Irvine, CA 92612
Daisy Howell- Escrow Officer •...•949-885-2467
ESCROW INSTRUCTIONS
FOR THE SALE OF BUSINESS ASSETS

To: First American Title Company

Date: January 7, 2015
File No. NCS-706109-SAI

Re: 1040 Colusa Avenue, Yuba City, CA 95991 (property")
These Escrow Instructions (these "Instructions") dated as of January 7, 2015 are made by and
among WALGREEN CO., an TIlinoi. Corporation (the "Buyer"), ONE-STOP
PHARMACY CORPORATION, a California corporation ("Company") HELEN TANG
("Owner" - together with "Company" is "Seller") and First American Title Company
("Escrow Holder''). Buyer and Seller are sometimes referred to individually as a ''Party''
and collectively as the "Parties".
RECITALS:
A.

Seller is the owner and operator of that certain business commonly known as ONESTOP PHARMACY, a Pharmacy business operating at 1040 Colusa Avenne, City of
Yuba City, County of Sutter ("County"), State of California (the "Business',).

B.

Seller has agreed to sell and Buyer as agreed to purchase from Seller, all or part of the
Business Assets (the "Sale").

C.

Seller has completed and executed that certain Asset Sale Questionnaire dated _ __
2015 ("ASQ"). The Parties also executed an Asset Purchase Agreement dated
-:-_ _-;---=--._(the "Agreemenf'). The Agreement reflects the complete terms
between the Parties with respect to the assets sold as well as the responsibilities of the
Parties with respect to the sale. The Agreement is attached here to as Exhibit A and made
a part hereof. Buyer and Seller have requested Escrow Holder to affect the transfer of
those Business assets identified on Exhibit A pursuant to these Instructions. If there is a
conflict between the ASQ and these Instructions (including the Agreement), these
Instructions shall control as to the Escrow Holder's duties and responsibilities. Any other
matters will be the sole responsibility of the Parties outside of escrow.

D.

Escrow Holder will comply with all procedures set for the in California's Bulk Sate Law
(UCC Article 6) ("Bulk Sale Provisions").

NOW, THEREFORE, the Parties hereto agree as follows:

•

•
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ESCROW INSTRUCTIONS:
INCORPORATION OF RECITALS: The Recitals above and the Escrow General Provisions
(attached as Exhibit B) are hereby incorporated herein as a part of these Instructions.
OPENING OF ESCROW: Escrow shall be deemed open on the date ("Opening of Escrow")
that Escrow Holder received (i) a copy of these Instructions executed by each of Buyer and Seller
(ii) together with a copy of the fully executed Asset Purchase Agreement (APA) Escrow Holder
shall provide written confinoation of the date of Opening Escrow to the Parties.
ESCROW DUTIES: Effective on Opening of Escrow, Escrow Holder agrees to act as Escrow
Holder and to hold, safeguard and release or otherwise deal with all funds and documents
delivered to Escrow Holder pursuant to the tenos and conditions in these Instructions. Escrow
Holder is not responsible for any other aspects of the Sale not specifically set forth in these
Instructions in the event of a conflict between the ASQ and these Instructions, the terms of these
Instructions shall conclusively control as to Escrow Holder's duties and responsibilities. Any
other matters will be the sole responsibility ofthe Parties outside of Escrow. The Parties
acknowledge that Escrow Holder has advised them that it does no provided legal, tax and
business advise and that each Party should consult with their own legal counsel
CLOSING DATE: Escrow shall close on or after (to be determined once Notice to Creditors is
published) 2013 ("Closing Date"), subject to (i) any written extension executed by the Parties
and Delivered to Escrow Holder, or (ii) extension authorized under the Section entitled
"CHANGE OF CLOSING DATE". The tenos the "Close of Escrow", "Closing Date" and/or the
"Closing" are used herein to mean the date (i) all conditions oftllese Instructions have been
satisfied or waived; (ii) Escrow Holder is in possession of sufficient funds from the responsible
Party to pay all fees, approved claims, cost incurred and the amount required by the Bulk Sale
Provisions to be withheld for disapproved claims. Escrow Holder shall disburse funds and deliver
all documents and papers to the Party entitled to same.
CHANGE OF CLOSING DATE: In the event that the proposed date for transferring the assets
as given in the Bulk Sale Notice will not provide a sufficient period of time to comply with the
Bulk Sale Provisions and any applicable laws, based on the date of Opening of Escrow or Escrow
Holder's receipt of the Bulk Sale Notice, Buyer and Seller agree and acknowledge that Escrow
Holder may, at its discretion, change the Closing Date without further written instructions of
Buyer and Seller and notify Buyer and Seller of the adjusted Closing Date.

PURCHASE PRICE AND ALLOCATION:
\.) Buyer had agreed to purchase and Seller has agreed to sell the Business Assets for the
sum of Six Hundred Sixty Five Thousand Dollars ($665,000.00) (the "Purchase Price").
2.) Buyer and Seller have allocated the Purchase Price as follows:
A.) Records
$ 480,000.00 ••
B.) Inventory
$ not to exceed $185,000.00
• • Any Retention Eamout amount will be paid outside of escrow, after the close of escrow.
PLEASE NOTE- NO FIXTURES, FURNITURE OR EQUIPMENT ARE INCLUDED
IN TillS PURCHASE AND THERE IS NO ALLOCAnON FOR THESE ITEMS

•

•
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DEPOSIT OF ESCROW FUNDS AND DOCUMENTS BY BUYER: Buyer will deposit with
Escrow Holder the following:
1) As soon as possible after the Opening of Escrow, a Notice of Bulk Sale (the "Bulk
Sale Notice"), pursuant to Sections 6105 of the California Commercial Code providing
for the transfer of the Assets to be consummated on or after (date to be detennined) at the
office of the Escrow Holder at 18500 Von Karman Ave, Suite 600, Irvine, CA 92612.
2) At least one business day prior or actual Closing Date, the balance of the Purchase
Price and any additional funds required from Buyer, in good funds.
3) Any additional documents or information as requested by Escrow Holder from time to
time to consummate the transaction.
FINANCING CONTINGENCY: The Close of Escrow is not contingent upon Buyer obtaining a
loan to finance any of the Purchase Price.
DEPOSIT OF DOCUMENTS BY SELLER: As soon as possible after the opening of Escrow,
Seller shall deposit the following:
I) Copies of all business licenses and the liquor license (if applicable).
2) A statement signed by Seller that discloses (i) all trade names under which Seller has
operated the Business which is subject of this transaction and any variations of
Seller's personal name(s), owner entity name or fonns of ownership during the period
Seller has owned or operated the Business and (ii) the names and addresses of any and
all businesses owned or operated by Seller three years prior to the Opening of Escrow.
3) Any additional documents or information as reasonably requested by Escrow Holder
from time to time to consummate the transaction.
4) Any additional documents or information as required by Escrow Holder from time to
time to consummate this escrow.
Not less than (2) business days prior to the Closing Date, Seller will deposit or cause to be
deposited with Escrow Holder all of the following:
I) A bill of sale (the "Bill of Sale"), executed by Seller in favor of Buyer conveying the
Business Assets.
2) A Certificate of Payment of Sales and Use Tax issued by the State of Califamia Board
of Equalization.
3) A Celtificate of Release of Buyer issued by the Department of Benefit Payments
Section of the State of California Employment Development Department.
4) A Certificate of Release issued by the State Franchise Tax Board.
Due to the cut backs, the Franchise Tax Board will no longer issue a Certificate of
Release under Section 18669. The Release will be considered cleared on the 61" day of
request from escrow. Inasmuch as escrow may be closed prior to the 61 st day, Escrow
holder is instructed to close escrow without receipt of the Release. Buyer and seller
jointly and severally agree to hold Escrow hannless from and against any losses that may
be sustained as a result of closing escrow prior to the 61 st day of request.

All parties are aware and agree that if escrow is not in possession of the release(s) as
described above at the time of the close of escrow, funds in an amount as determined by
escrow will be held in escrow until such tine as escrow is in possession of said release(s).
NOTICE OF BULK SALE INSTRUCTIONS: Upon Opening of Escrow and receipt of the
Bulk Sate Notice, Escrow Holder shall:
1.
Cause the Bulk Sale Notice to be recorded at least 12 business days prior to the Closing
Date in the Office of the County Recorder of the County.

•

•
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2.

3.

4.

Cause a copy of the Bulk Sale Notice to be published in a newspaper of general
circulation in the judicial district. or, if no applicable judicial district exists, then the
County, in which the tangible assets to be transferred are located at least 12 business days
prior to the Closing Date.
Deliver a copy of the Bulk Sale Notice by registered or certified mail to the tax collector
in the County in which the tangible assets to be transferred are located at least 12
business days plior to the Closing Date.
Notify the State Board of Equalization, the Department of Benefit Payments and the State
Franchise Tax Board of the intended transfer of the Business.

CREDITORS' CLAIMS:
I.

Submission of Claims to Seller: Copies of all claims of creditors filed with Escrow
Holder no later than the date given in the Bnlk Sale Notice (each "Claim," and
collectively, the "Claims") shall be submitted by Escrow Holder to Seller.

2.

Approved Claims: All Claims approved by Seller in writing shall be paid in full on the
payment date set forth in the Bulk Sale Notice provided that Escrow Holder shall have
received all documents, monies, approvals and releases requested in these Instructions.
Upon Seller's approval of any Claim, Seller shall deposit cash with Escrow Holder to pay
all such Claim(s) in full prior to the Closing Date.

3.

Dispnted Claims: If Seller disputes whether a Claim is due and payable on the Closing
Date or the amount of such Claim, then Seller shan give Escrow Holder written notice of
such disputed Claim. Seller will deposit cash with Escrow Holder equal to I Y, times the
amount of the disputed claim prior to the Closing Date. Escrow Holder shall then
withhold from distribution on the Closing Date the amount equal to 125% of the first
$7,500 of the Claim.
Escrow Holder shall send a written notice to the claimant filing the Claim on or before
two business days after the distribution that the amount so withheld shall be paid to other
claimants or to Seller unless attached within 25 days from the mailing of notice. Any
portion of the amount so withheld which is not attached by the claimants within such
time shall be paid by Escrow Holder to other claimants under approved claims or to
Seller if all other claimants have been paid the amounts due them.

UCC. JUDGMENT AND TAX LIEN SEARCHES; UCC INSURANCE: Escrow
Holder is instructed to request from the Secretary of State and County Recorder for all
applicable counties, through First American's uec Division ("FA UCC")[or a separate
reputable searching company], UCC-3 request(s) for a search, information and copies of
any liens, judgments or encumbrances. Such search will be conducted in the narne of
Seller for the Business address provided by Seller and any other names and address
disclosed in the statement described in Paragraph (2) under Section entitled "DEPOSIT
OF DOCUMENTS BY SELLER" herein. Escrow Holder is to accept such information as
ofthe date ofthe Secretary of State andlor County Recordel"s report is not responsible
for the sufficiency or accuracy of same, nor for any liens which may be filed after the
date of such report and prior to the Closing Date.
CONCURRENT CLOSING OF REAL PROPERTY ESCROW: Close of Escrow is
conditioned upon the concurrent closing of Escrow No. N/A held by Escrow Holder between
Buyer and Seller.

•
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PRORATIONS AND ADJUSTMENTS: Escrow Holder is instructed to prorate or adjust the
following as of the Closing Date (or such other date as instructed in writing by both the Seller and
Buyer):
1.
The personal property taxes for the current fiscal year. Seller agrees to pay, prior
to delinquency, any amounts which may be due or may become due during the
course of the Escrow
2.
Any other prorations, adjustments or charges that Escrow Holder is instructed to
make by joint written direction from Buyer and Seller prior to the Closing Date.
ALL PARTIES ARE AWARE AND AGREE THAT THERE ARE TO BE NO
3.
PRORATIONS OF ANY KIND THRU THIS ESCROW

CANCELLATION: In the event that this Escrow is cancelled or terminated for any reason, the
Party responsible will pay to Escrow Holder the escrow cancellation fee of $1000.00 plus all
publishing, recording and UCC search fees ("Cancellation Fee"). The Cancellation Fee shall be
paid by Escrow to itself from the Non-Refundable Deposit without further direction or approval
by the Parties. However, notwithstanding the foregoing, should Escrow Holder resign from this
Escrow as provided in Paragraph (4) of Section entitled "MISCELLANEOUS" herein, Escrow
Holder shall only be entitled to reimbursement for those costs and expenses incurred by Escrow
Holder to the date of resignation and the balance of the Non-Refundable Deposit shall be divided
equally and returned to the Parties.
OTHER CONDmONS:
1.
Escrow Holder is not responsible for any of the following all of which are the sole
responsibility of Buyer and SeUer outside of Escrow.
(a) The transfer of, or obtaining of, any business and/or health license, permits,
utilities or tax accounts.
(b) The change of utility and telephone service.
(c) Any and all new lease(s), and/or assignments of existing lease(s).
(d) Any required insurance coverage or assignment(s) of insurance policies.
(e) Any and all city and/or county business Iicense(s) andlor permit(s).
(f) Physical possession of the Business Assets.
Buyer acknowledges that it (i) has made its own independent investigation of the Assets
2.
(ii) is satisfied with such investigation.
3.
Seller covenants and agrees to continue to conduct the Business as Seller is presently
conducting the Business until close of escrow.
MEMORANDUM: The following paragraphs from the agreement are agreements by
4.
and between Seller and Buyer and do not constitute instructions to Escrow Holder and
Escrow Holder shall not be further concerned andlor liable therefore:
MEMORANDAN: The following paragraphs from the agreement are agreements by and
5.
between Seller and Buyer and do not constitute instructions to Escrow Holder and Escrow
Holder shall not be further concemed and/or liable therefore: Paragraphs 6.1(a)(b). 6.2,
6.3 (a)(b)(c), 6.4, 6.5, 6.6, 6.7, 6.8.,6.9, 8.1, 8.2, 9.1, 9.2, 11.1, 11.2,12.3, 12.4,12.9,
12.10 and 12.11

MISCELLANEOUS:
Upon the Close of Escrow, Escrow Holder shall be discharged from any further responsibilities
under these Instructions, except as otherwise specifically set forth herein.

•
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1.

2.

3.

4.

5.

6.

7.

Escrow Holder undertakes to perform only such duties, which are purely ministerial, as
are expressly set forth in these Instructions. No implied duties or obligations shall be read
into these Instructions against Escrow Holder, Escrow Holder shan not be bound by the
provisions of any other agreement (including, but not limited to, the ASQ) between
Buyer and Seller. Any matters which are a part of the agreement between the Parties but
not within Escrow Holder's duties shall be the sale responsibility of the Parties outside of
Escrow.
Escrow Holder shall have no responsibility for the genuineness or validity of any written
notice, request, waiver, cousent, receipt or other instrument or document delivered to it
and believed by it to be genuine and valid and no liability for action in accordance with
any written instructions of certificate given to it hereunder and believed by it to be signed
by the proper parties.
Escrow Holder may resign and be discharged from its duties or 0 bligations hereunder by
giving two business days notice in writing of such resignation to Buyer and Seller,
specifying a date upon which such resignation shall take effect.
Escrow Holder shan not be bound by any modification, amendment, termination,
cancellation or rescission of tbese Instructions unless the same shall be in writing and
signed by both Parties and, if its duties as Escrow Holder hereunder are affected thereby,
unless Escrow Holder shan give its prior written consent thereto.
These Instructions may not be modified or amended or any term, condition or provision
hereof waived or discharge except in writing signed by the Party against whom such
amendment, modification, wavier or discharge is sought to be enforced.
These Instructions shall iuure to the benefit of, and be binding upon, the Parties and their
respective heirs, successors, assigns and legal representatives, and cannot be changed or
terminated except by a writing executed by Buyer, Seller and Escrow Holder.
The Parties Understand and acknowledge that: (i) Escrow Holder does not provide legal,
tax or business advice; and (ii) each Party should consult their own counsel.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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FUNDS HELD FEE AGREEMENT: In the event funds remain in Escrow for any reason more
then 90 days aftel' the Close of Escrow or if Escrow has not closed 90 days after the estimated
Closing Date set forth in these Instructions ("Dormancy Period"), Escrow Holder will make
reasonable efforts to notify the Parties regarding same. If funds remain in Escrow beyond the
Dormancy Period, a monthly "funds held fee" of $25 shall accrue for each month or faction of a
month thereafter that the funds, or any portion thereof, remain in Escrow. Escrow Holder is
authorized to deduct the funds held fee directly from the funds held in Escrow monthly or other
periodic basis (i.e., quarterly, semi-annually, etc.). The Parties agree to pay these sums to
compensate Escrow Holder for administering, monitoring, accounting, reminders and other
notifications and processing ofthe funds so held in accordance with tlus provision.
These Tnstructions are executed as of the day and year first written.
BUYER: .
WALGREEN CO., an Illinois Corporation

SELLER:
ONE-STOP PHARMACY CORPORATION
a California corporation

By: _ _ _ _ _ _ __

OW~
Helen Tang

ADDRESS FOR NOTICE:
104 Wilmot, MS # 1425
Deerfield, lL 60015
Alten: Law Dept (KEIIKQM)

ADDRESS FOR NOTICE:
2215 Wild Plains Circle
Rocklin, CA 95765

The undersigned, as Escrow Holder, hereby accepts the foregoing instructions:
FmST AMERICAN TITLE COMPANY,
As Escrow Holder

By:
.~~~-~-----
Authorized
Signatory

•
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FUNDS BELD FEE AGREEMENT: In the event funds remain in Escrow for any reason more
then 90 days after the Close of Escrow or if Escrow has not closed 90 days after the estimated
Closing Date set forth in these Instructions ("Dormancy Period"), Escrow Holder will make
reasonable efforts to notifY the Parties regarding same. If funds remain in Escrow beyond the
Dormancy Period, a monthly "funds held fee" of $25 shall accrue for each month or faction of a
month thereafter that the funds, or any portion thereof, remain in Escrow. Escrow Holder is
authorized to deduct the funds held fee directly from the funds held in Escrow monthly or other
periodic basis (i.e., quarterly, semi-annually, etc.). The Parties agree to pay these sums to
compensate Escrow Holder for administering, monitoring, accounting, reminders and other
notifications and processing oflhe funds so held in accordance with tlus provision.
These Instructions are executed as of the day and year first written.
BUYER:
WALGREEN CO., an Illinois Corporation

SELLER:
ONE-STOP PHARMACY CORPORATION
a California corporation

BY:_ _ _ _ _ _ _ _ __

Owners:

Belen Tang

ADDRESS FOR NOTICE:
104 Wilmot, MS #1425
Deerfield, IL 60015
Atten: Law Dept (KEIIKQM)

ADDRESS FOR NOTICE:
2215 Wild Plains Circle
Rocklin, CA 95765

The undersigned, as Escrow Holder, hereby accepts the foregoing instructions:
FIRST AMERICAN TITLE COMPANY,
As Escrow Bolder

By:,.,----:--:-::::--_ _ _ _ _ _ __
Authorized Signatory
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Exhibit 7
One Stop's February Statement

Exhibit 7
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Account Number:
5491
Last Statement:
January 30, 2015
This Statement:
February 27, 2015
Total days in statement period:
28
Page 1 of 3
Direct inquiries to:
888-945-6600
RABOBANK, N.A.
1600 BUTTE HOUSE ROAD
YUBA CITY CA 95993
RETURN SERVICE REQUESTED

ONE-STOP PHARMACY CORPORATION
1040 COLUSA AVE
YUBA CITY CA 95991-3631

Get the Financing You Need
Whether you're a large operation or a sole proprietor, Rabobank can help you with the financing you need to operate and
expand your business. We offer business loans and lines of credit, equipment loans and leasing, business credit cards,
commercial real estate financing, accounts receivable and inventory financing and more. Stop by your local Rabobank
branch or visit www.rabobankamerica.com today.
Business Checking

Account number
Enclosures
Avg collected balance
CHECKS

Number
6201

DEBITS

Date

Date
02-09
Description

5491
2
$294,722.00
Amount
4,676.00

Beginning balance

Total additions
Total subtractions

$461,707.33
$39,713.29

Ending balance

$437,707.06

Number
6202

$15,713.02

Date
02-09

Amount
25.00
Subtractions
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Account Number:
5491
Statement Date: February 27, 2015
Page:
2 of 3
CREDITS

Date

Description

Additions

02-10

WIRE TRANSFER - FIRST AMERICAN TIT 20150210L1B78J1C00 2485

382,942.08

DAILY BALANCES
Date

01-30
02-02
02-03
02-04
02-05
02-06
02-09

Amount

Date

15,713.02
44,495.35
44,226.93
43,640.19
26,335.13
40,842.46
44,518.97

OVERDRAFT/RETURN ITEM FEES

Total overdraft fees
Total returned item fees

Amount

02-10
02-11
02-12
02-13
02-17
02-18
02-19

432,467.34
432,321.02
426,498.39
436,180.79
438,148.30
438,164.63
438,288.03
Total for
this period
$0.00
$0.00

Total
year-to-date
$66.00
$0.00

Thank you for banking with Rabobank

Date

02-20
02-23
02-24
02-25
02-26
02-27

Amount

444,581.38
445,117.78
443,612.91
442,246.61
442,025.48
437,707.06
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Exhibit 8
Helen Tang's
February Statement

Exhibit 8
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Exhibit 9
Excerpt of Helen Tang's
Deposition Transcript

Exhibit 9
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HELEN TANG
SEC vs FUJINAGA

March 14, 2017
1

·1· · · · · · · ·UNITED STATES DISTRICT COURT
·2· · · · · · · · · · ·DISTRICT OF NEVADA
·3· · · · · · · · · · · · · --o0o-·4
·5· ·SECURITIES AND EXCHANGE
· · ·COMMISSION,
·6
·7· · · · · · Plaintiff,
·8·
· ·
·9·
· ·
10·

· · · vs.· · · · · · · · · · Case No.
· · · · · · · · · · · · · · ·2:13-cv-01658-JCM-CWH
·EDWIN YOSHIHIRO FUJINAGA
·and MRI INTERNATIONAL,
·INC.,

11· · · · · · Defendants,
12· · · · ·and
13·
· ·
14·
· ·
15
· ·
16·

·CSA SERVICE CENTER, LLC
·THE FACTORING COMPANY,
·JUNE FUJINAGA, and the
·THE YUNJU TRUST,
· · · Relief Defendants.
·________________________/

17
18· · · · · · · · · · · ·DEPOSITION OF
19· · · · · · · · · · · HELEN TRUONG TANG
20· · · · · · · · · · · ·March 14, 22017
21· · · · · · · · · · · · · 10:03 a.m.
22· · · · · · · · · · 2151 River Plaza Drive,
· · · · · · · · · · · · · · Suite 300
23· · · · · · · · · · Sacramento, California
24· · · · · · · · ·LAURIE D. LERDA, CSR NO. 3649
25

800.211.DEPO (3376)
EsquireSolutions.com
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2

·1· · · · · · · · · ·APPEARANCES OF COUNSEL
·2
·3· ·On Behalf of the Receiver ROBB EVANS & ASSOCIATES
·4· ·LLC:
·5·
· ·
·6·
· ·
·7·
· ·
·8

·
·
·
·
·
·

·
·
·
·
·
·

·
·
·
·
·
·

·
·
·
·
·
·

·
·
·
·
·
·

LYNCH LAW PRACTICE, PLLC
By:· MICHAEL F. LYNCH, ESQ.
3613 S. Eastern Avenue
Las Vegas, Nevada 89169
(702) 684-6000
Michael@LynchLawPractice.com

·9
10
11
12
13
14· · · · · · · · · · · · · --oOo-15
16
17
18
19
20
21
22
23
24
25

800.211.DEPO (3376)
EsquireSolutions.com
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·1· · · · · · · · · ·INDEX OF EXAMINATION
·2
·3· ·WITNESS:· HELEN TRUONG TANG
·4
·5· ·EXAMINATION· · · · · · · · · · · · · · · · · · PAGE
·6· ·By Mr. Lynch· · · · · · · · · · · · · · · · · · 5
·7
·8
·9· · · · · · · · · · · · · --oOo-10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
800.211.DEPO (3376)
EsquireSolutions.com
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·1· · · · · · · · · · ·INDEX TO EXHIBITS
·2
·3· ·Exhibit· · · · · · · Description· · · · · · · · Page
·4·
· ·
·5·
· ·
·6
· ·
·7
· ·
·8
· ·
·9·

·1·
· ·
· ·
· ·

·
·
·
·

·
·
·
·

·
·
·
·

·
·
·
·

·
·
·
·

·
·
·
·

·First Amended Notice of· · · · · 55
·Subpoena Duces Tecum to
·Testify at a Deposition and
·to Produce Documents

·2· · · · · · · ·Asset Purchase Agreement· · · · ·120
·3· · · · · · · ·File Balance Sheet· · · · · · · ·123
·4· · · · · · · ·Rabobank Return Service· · · · · 133
· · · · · · · · ·Requested Business Checking
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15
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5

·1· · · · · · · DEPOSITION OF HELEN TRUONG TANG
·2· · · · · · · · · · March 14, 22017
·3· · · · · · · · · ·HELEN TRUONG TANG,
·4· · ·having been first duly sworn testifies as follows:
·5· · · · · · · · · · · · ---oOo--·6· · · · · · · · · · · ·EXAMINATION
·7· ·BY MR. LYNCH:
·8· ·Q.· · · ·Would you give me your full name for the
·9· ·record, please?
10· ·A.· · · ·Helen Truong Tang.
11· ·Q.· · · ·Can you spell your middle name?
12· ·A.· · · ·T-r-u-o-n-g.
13· ·Q.· · · ·And have you ever been known by any other
14· ·names or any other spellings of your name?
15· ·A.· · · ·Yes.· H-u-o-n-g my first name.
16· ·Q.· · · ·Okay.· And then you changed that to Helen -17· ·A.· · · ·Uh-huh.
18· ·Q.· · · ·-- so people wouldn't butcher your name?
19· ·A.· · · ·Yes.
20· ·Q.· · · ·And have you gone by any other names, your
21· ·maiden name or...
22· ·A.· · · ·My maiden name is my middle name now.
23· ·Q.· · · ·I see.· I see.
24· ·A.· · · ·That was my maiden.
25· ·Q.· · · ·Okay.· Have you ever been deposed before?
800.211.DEPO (3376)
EsquireSolutions.com
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·1· ·Q.· · · ·Did with Walgreens provide any support for
·2· ·their position that they didn't owe anything under
·3· ·this Asset Purchase Agreement?
·4· ·A.· · · ·No.
·5· ·Q.· · · ·Would you be willing to forward that e-mail
·6· ·to me -·7· ·A.· · · ·Yes.
·8· ·Q.· · · ·-- as soon as possible?
·9· ·A.· · · ·Okay.
10· · · · · · MR. LYNCH:· Okay.· I'd like to mark this as
11· ·Plaintiff's Exhibit 3, please.
12· · · · · · (Exhibit No. 3 was marked)
13· ·BY MR. LYNCH:
14· ·Q.· · · ·I'm handing you a document that's been
15· ·labeled Plaintiff's Exhibit 3.· There's four pages in
16· ·this exhibit.· It's entitled File Balance Sheet.
17· · · · · · And on the second page it has a specific
18· ·list of disbursements and then following that it has
19· ·some wiring instructions.
20· · · · · · Can you page through all four pages and let
21· ·me know if you agree with that summary?
22· ·A.· · · ·Yes.
23· ·Q.· · · ·Okay.· And would you agree that on the first
24· ·section of this File Balance Sheet according to this
25· ·First American document the closing was fully settled
800.211.DEPO (3376)
EsquireSolutions.com
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·1· ·on February 10, 2015 under settlement date?
·2· ·A.· · · ·Yes.
·3· ·Q.· · · ·And the disbursement date is also
·4· ·February 10?
·5· ·A.· · · ·Yes.
·6· ·Q.· · · ·And in fact we have the Rabobank account
·7· ·statement showing the proceeds from the sale that
·8· ·went to One-Stop came in on February 10th.
·9· · · · · · Does that sound correct?
10· ·A.· · · ·Yes.
11· ·Q.· · · ·Okay.· Would you also say that -- does this
12· ·refresh your recollection as to the amount that
13· ·Walgreens paid for the acquisition of One-Stop?
14· · · · · · For example, under File Balance Summary
15· ·where it says "deposits to bank", do you think that
16· ·was perhaps the purchase price?
17· ·A.· · · ·Yes.
18· ·Q.· · · ·Okay.· What was the purchase price?
19· · · · · · If this refreshes your recollection what was
20· ·the purchase price paid by Walgreens?
21· ·A.· · · ·Wouldn't this be the purchase price?
22· ·Q.· · · ·Yeah, I just want you to read it out loud.
23· ·A.· · · ·Oh.· $592,023.03.
24· ·Q.· · · ·Okay.· And does that seem correct to you?
25· ·A.· · · ·Yes.
800.211.DEPO (3376)
EsquireSolutions.com
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·1· ·Q.· · · ·Okay.· And if you look at the second page
·2· ·the bottom three entries it looks like the third to
·3· ·last disbursement was to you personally in the
·4· ·amount of $164,118.04.
·5· ·A.· · · ·Yes.
·6· ·Q.· · · ·Do you recall receiving that money?
·7· ·A.· · · ·Yes.
·8· ·Q.· · · ·Okay.· And it looks like there was a
·9· ·30/70 percent split.· In fact, on the next page this
10· ·looks like an e-mail from you to the title officer
11· ·directing 70 percent to go to Rabobank and 30 percent
12· ·to go to your Chase bank account.
13· ·A.· · · ·Yes.
14· ·Q.· · · ·Okay.· And what supported that allocation?
15· · · · · · Why 30/70?· Why not one hundred percent to
16· ·One-Stop?
17· ·A.· · · ·Because of the Walgreens contract of paying
18· ·noncompetitive clause.
19· ·Q.· · · ·Okay.· So, are you saying that the one
20· ·hundred -- the 30 percent of the proceeds was
21· ·compensation for the noncompete?
22· ·A.· · · ·Yes.· Noncompete for myself and noncompete
23· ·for not opening another pharmacy at the building.
24· ·Q.· · · ·And how is that 30 percent valued?· Who came
25· ·up with the 30 percent number?
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·1· ·A.· · · ·Walgreens.
·2· ·Q.· · · ·Walgreens did?
·3· ·A.· · · ·(Nodding head)
·4· ·Q.· · · ·And did Ed Fujinaga ever sign off on that
·5· ·30 percent number?
·6· ·A.· · · ·I don't know.
·7· ·Q.· · · ·Did Ed Fujinaga ever sign off, approve the
·8· ·Walgreens Purchase Agreement, the Asset Purchase
·9· ·Agreement?
10· ·A.· · · ·I don't know.
11· ·Q.· · · ·Well -12· ·A.· · · ·You mean this agreement here?
13· ·Q.· · · ·Yeah.· The Asset Purchase Agreement.
14· ·A.· · · ·No.· He didn't sign this.
15· ·Q.· · · ·Okay.· I'm asking it a little different.
16· · · · · · I know he didn't sign it, but did he approve
17· ·it?· Did you send him a copy and say what do you
18· ·think, Ed?· Can I sign it?
19· ·A.· · · ·No.
20· ·Q.· · · ·He never consented to this?
21· ·A.· · · ·I don't know.
22· ·Q.· · · ·Okay.
23· ·A.· · · ·Because I didn't talk to him.
24· · · · · · Rick talked to him.
25· ·Q.· · · ·Okay.· So all the dealings between
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·1· ·Ed Fujinaga with respect to the sale were through
·2· ·Rick?
·3· ·A.· · · ·Yes.
·4· ·Q.· · · ·And so Rick Schaffer told you that Ed was
·5· ·okay with it?
·6· ·A.· · · ·Yes.
·7· ·Q.· · · ·If Ed did not approve it, could you have
·8· ·consummated the sale anyway?
·9· ·A.· · · ·I probably would not have.
10· ·Q.· · · ·You probably would not have?
11· ·A.· · · ·Would not.
12· ·Q.· · · ·Could you have?
13· · · · · · If Ed said no and you said yes, could you
14· ·have forced him -- could you have forced the sale
15· ·over his objection?
16· ·A.· · · ·I never thought about that.
17· ·Q.· · · ·Okay.· So maybe yes.· Maybe no.
18· · · · · · You're not sure?
19· ·A.· · · ·Uh-huh.· Not sure.
20· ·Q.· · · ·But according to Rick Schaffer, Ed had
21· ·approved it?
22· ·A.· · · ·Yes.
23· ·Q.· · · ·Okay.· Did Rick Schaffer tell you whether or
24· ·not Ed approved this 30/70 percent split?
25· ·A.· · · ·I assume it came from Walgreens.
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·1· ·Q.· · · ·Okay.· But Walgreens -- Walgreens allocated
·2· ·30 percent to you and 30 percent to One-Stop -·3· ·A.· · · ·Uh-huh.
·4· ·Q.· · · ·-- right?
·5· · · · · · But ultimately it's One-Stop Pharamcy's
·6· ·decision on how that fund is allocated within the
·7· ·company.· Would you agree?
·8· · · · · · What if Walgreens said it's a hundred
·9· ·percent for the noncompete and zero for all the
10· ·assets?
11· ·A.· · · ·Oh, that's true, uh-huh.
12· ·Q.· · · ·What if that happened?
13· · · · · · That would have been very good for you.
14· ·Pretty poor for the company.
15· ·A.· · · ·That's true, uh-huh.
16· ·Q.· · · ·So, Walgreens said 30/70 and then that
17· ·was -- there was no discussion after that?
18· ·A.· · · ·No.· I don't know what -- like we went on
19· ·off before.· Everything -- even Walgreens I didn't
20· ·talk to Walgreens.· Walgreens talk with Rick, because
21· ·Rick is the broker.
22· ·Q.· · · ·So you didn't have any personal involvement
23· ·in the sale in any respect?
24· ·A.· · · ·I signed it.
25· ·Q.· · · ·Right.· But other than signing the
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·1· ·documents, you played no part in negotiating the
·2· ·sale?
·3· ·A.· · · ·No.
·4· ·Q.· · · ·And negotiating the terms of the sale?
·5· ·A.· · · ·No.
·6· ·Q.· · · ·Or in negotiating the allocation of proceeds
·7· ·30/70?
·8· ·A.· · · ·No.
·9· ·Q.· · · ·Okay.· And just to make it crystal clear.
10· · · · · · All those things were done by Rick
11· ·Schaffer's say so in his representation that he had
12· ·the authority from Ed to go through with all of
13· ·this?
14· ·A.· · · ·Yes.
15· ·Q.· · · ·Okay.· And just to be clear.
16· · · · · · On page 3 of this Plaintiff's Exhibit 3.
17· · · · · · This e-mail from you to Daisy Howell.
18· ·A.· · · ·Yes.
19· ·Q.· · · ·Please allocate the total amount as follows:
20· ·70/30.
21· · · · · · Would there be a backup e-mail from
22· ·Rick Schaffer that says yeah, Helen, go ahead and do
23· ·it this way.· Or would he have called you and told
24· ·you to do it and then you put it in writing?
25· ·A.· · · ·There's no e-mail.
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·1· ·Q.· · · ·Do you find it a little bit suspect that all
·2· ·the communications to you were oral but then you had
·3· ·to put it in writing?
·4· · · · · · In other words, there's a paper trail where
·5· ·you say 70/30 but there's no paper trail from anyone
·6· ·to you saying I'm directing you to do that?
·7· ·A.· · · ·Oh.· Um, I was thinking the Walgreens
·8· ·contract.
·9· ·Q.· · · ·And I'm really talking internal to One-Stop.
10· ·A.· · · ·Uh-huh.
11· ·Q.· · · ·Did EBJ&F have any ownership interest in
12· ·One-Stop?
13· ·A.· · · ·I don't know.
14· ·Q.· · · ·Did you ever determine whether or not EBJ&F
15· ·had any ownership interest or any stocks any shares
16· ·of One-Stop?
17· ·A.· · · ·They don't have shares.
18· ·Q.· · · ·Okay.· So they're not owners at all?
19· ·A.· · · ·I don't know.
20· ·Q.· · · ·Okay.· But you did -- you did agree to
21· ·pledge those shares to EBJ&F?
22· ·A.· · · ·Yes.
23· ·Q.· · · ·Okay.· But you're not sure if they actually
24· ·were assigned to EBJ&F?
25· ·A.· · · ·Yes.· I mean that's correct.
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·1· ·Q.· · · ·And you're not sure if One-Stop's loan from
·2· ·EBJ&F was ever repaid?
·3· ·A.· · · ·Correct.
·4· ·Q.· · · ·Okay.· Did anyone give consent to paying
·5· ·these post closing -- post Walgreens closing bills
·6· ·out of the One-Stop funds?
·7· ·A.· · · ·What do you mean?
·8· ·Q.· · · ·Well, did Ed ever tell you go ahead and pay
·9· ·those vendor bills?· Go ahead and continue to pay any
10· ·invoice that comes in?
11· ·A.· · · ·Um, no one ever said that to me.
12· · · · · · When there are bills then I have to pay
13· ·them.
14· ·Q.· · · ·Okay.· We are getting there.
15· ·A.· · · ·Okay.
16· ·Q.· · · ·Are you aware that as part of this Walgreens
17· ·closing the title company reached out to EBJ&F to get
18· ·a release of its lien and to get a demand?
19· ·A.· · · ·No.
20· ·Q.· · · ·Are you familiar with how closings work in
21· ·the sense that the liens upon title have to be
22· ·cleared?
23· ·A.· · · ·No.
24· ·Q.· · · ·Okay.· Are you aware that EBJ&F had a
25· ·security interest in the form of a UCC filing against
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·1· ·One-Stop's property?
·2· ·A.· · · ·No.
·3· ·Q.· · · ·Okay.· Are you aware that title reached out
·4· ·to Ed to determine whether or not he was going to
·5· ·release that lien?
·6· ·A.· · · ·No.
·7· ·Q.· · · ·Okay.· Did you have any discussions with
·8· ·Rick Schaffer as to settlement of the debt prior to
·9· ·the closing?
10· ·A.· · · ·No, I didn't.
11· · · · · · No, I didn't know there's a debt.
12· ·Q.· · · ·Did Ed Fujinaga personally receive any
13· ·benefit from this sale?
14· ·A.· · · ·Not -- no.· Not that I know of.
15· ·Q.· · · ·Did Rick Schaffer receive a personal benefit
16· ·from this sale other than his commission?
17· ·A.· · · ·No.
18· ·Q.· · · ·Are you sure of that or you just don't know?
19· ·A.· · · ·I don't know.
20· ·Q.· · · ·Not that you're aware of?
21· ·A.· · · ·Not that I'm aware of.
22· ·Q.· · · ·But you do believe that all this was done
23· ·with Ed's approval?
24· ·A.· · · ·Yes.
25· · · · · · MR. LYNCH:· Let's mark this as
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·1· ·Q.· · · ·Thanks Helen.
·2· ·A.· · · ·Thank you.
·3· · · · · · THE REPORTER:· Do you want this typed up?
·4· · · · · · MR. LYNCH:· Yeah, a written transcript.
·5· · · ·(The proceedings were concluded at 1:24 p.m.)
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·1· · · · · · · · · REPORTER'S CERTIFICATION
·2
·3· · · · I, Laurie D. Lerda, a Certified Shorthand
·4· ·Reporter in and for the State of California, do
·5· ·hereby certify:
·6
·7· · · · That the foregoing witness was by me duly sworn;
·8· ·that the deposition was then taken before me at the
·9· ·time and place herein set forth; that the testimony
10· ·and proceedings were reported stenographically by me
11· ·and later transcribed into typewriting under my
12· ·direction; that the foregoing is a true record of the
13· ·testimony and proceedings taken at that time.
14
15· · · · IN WITNESS WHEREOF, I have subscribed my name
16· ·this 20th day of March, 2017.
17
18
19· · · · · · · · · · · · _______________________________
20· · · · · · · · · · · · ·Laurie D. Lerda, CSR No. 3649
21
22
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24
25
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·1· ·Assignment No:· J0527123
·2· ·Case Caption:· Securities and Exchange Commission vs.
·3· ·Edwin Yoshihiro Fujinaga and MRI International, inc.
·4
·5· · · · · ·DECLARATION UNDER PENALTY OF PERJURY
·6· · · I declare under penalty of perjury
·7· ·that I have read the entire transcript of
·8· ·my deposition taken in the above-captioned matter,
·9· ·or the same has been read to me, and
10· ·the same is true and accurate, save and
11· ·except for changes and/or corrections, if any, as
12· ·indicated by me on the DEPOSITION ERRATA SHEET
13· ·hereof, with the understanding that I offer these
14· ·changes as if still under oath.
15· · · · · · Signed on the _____ day of ____________,
16· ·2017.
17
18
19
· · · · · · · · · · · · · ____________________________
20
· · · · · · · · · · · · · · · HELEN TRUONG TANG
21
22
23
24
25
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McGladrey

300 S. 4th Street, Suite 1200
Las Vegas, NV 89101
www.mcgladrey.com

Via Email
September 9, 2014
Richard Simpson
Securities and Exchange Commission
100 F Street, N.E.
Washington, D.C. 20549
SimpsonR@SEC.GOV
Daniel Hitzke and Erick Ferran
Hitzke & Associates
3753 Howard Hughes Parkway, Suite 200
Las Vegas, NV 89169
daniel.hitzke@ahlaw.net
erick.ferran@ahlaw.net
Re:

Securities and Exchange Commission v. Edwin Yoshihiro Fujinaga et al
United States District Court, District of Nevada, Case No. 2:13-CV-01658-JCM-CWH

Dear Messrs. Simpson, Hitzke and Ferran:
We are submitting the attached report which provides the results of the analyses performed during this
engagement and details the documents and information produced and reviewed. This report provides an
accounting of the money, assets, liabilities, real property and personal property of the defendants and
relief defendant(s) identified in the above-referenced matter as required by the Court’s Order on March
11, 2014.
In the event that we are provided additional information, we reserve the right to evaluate the new
information, and if necessary, update our analyses and this report.
Respectfully,
McGladrey LLP

McGladrey Bates No. 000002

Member of the RSM International network of Independent accounting, tax and consu king firms.

Case 2:13-cv-01658-JCM-CWH Document 464 Filed 12/20/17 Page 113 of 128
Securities & Exchange Commission v. Edwin Fujinaga et al
United States District Court, District of Nevada, 2:13-CV-01658-JCM-CWH
Report of Independent Accounting Firm
September 9, 2014

Table of Contents
A.

Executive Summary ........................................................................................... 1

B.

Bank Statement Analysis ................................................................................... 5

C.

Financial Statement Analysis ............................................................................ 7

D.

Tax Return Analysis ......................................................................................... 11

E.

Property Analysis ............................................................................................. 14

F.

Engagement Limitations .................................................................................. 18

McGladrey Bates No. 000003

Case 2:13-cv-01658-JCM-CWH Document 464 Filed 12/20/17 Page 114 of 128
Securities & Exchange Commission v. Edwin Fujinaga et al
United States District Court, District of Nevada, 2:13-CV-01658-JCM-CWH
Report of Independent Accounting Firm
September 9, 2014

A. Executive Summary
1. The United States District Court for the District of Nevada, (or the “Court”) appointed McGladrey as
the “independent accounting firm to conduct and submit an accounting of the money, assets,
liabilities, real property and personal property of the defendants and relief defendant.”
2. Our methodology and approach consisted of analyzing the documents and information produced by
Mr. Fujinaga (or “Defendant”), the Securities and Exchange Commission (or “SEC”), the Court
(collectively, the “Parties”), by the Defendant’s accountant, Gilmore & Gilmore, CPAs (or “Gilmore &
Gilmore”), and/or by any other party. We then organized and aggregated the information included in
the documents produced to us and prepared four separate analyses/categories where we identified,
evaluated and quantified the assets and liabilities held/owned by the Defendants, Relief Defendant
1
and related parties (based on, and limited to, the information provided to us). The analyses
conducted are listed and described in the following paragraphs:
2.1. Bank Statement Analysis2

•
•

The Bank Statement Analysis considers cash balances identified in account statements dated in
calendar year 2013.
Cash balances and account statements dated from 2012 or earlier are not included in this
summary as it is unclear if these accounts are still open or what the balances in the accounts
may be.

2.2. Financial Statement Analysis3

•

The Financial Statement Analysis is based on the 35 financial statements produced which were
dated from 2010 - 2013. For each entity reviewed, only the most recent balance sheet was
considered and included in this analysis.

2.3. Tax Return Analysis4

•

The Tax Return Analysis is based on the 22 tax returns reviewed, which were dated from 2011
and 2012. For each entity reviewed, only the most recent tax return was considered and
included in this analysis.

2.4. Property Analysis5

•

•

The Property Analysis is based on the individual properties identified during our review of the tax
returns and supporting work papers and was supplemented with information identified in reports
generated through CLEAR (Thomson Reuters) and Lexis Nexis.
For purposes of this analysis, when the same property had two separate values as indicated in
the tax returns and supporting work papers, or through outside source information, the highest
value was selected; however, for many properties, there were no values associated with the

1

Information included in this analysis was obtained from the documents and information produced by the following
parties: the Securities and Exchange Commission, Edwin Fujinaga (via Defense Counsel) and/or Gilmore & Gilmore,
CPAs. The analyses were also supplemented by information independently obtained by McGladrey.

2

Please see Exhibits B for additional information.

3

Please see Exhibits C for additional information.

4

Please see Exhibits D for additional information.

5

Please see Exhibits E for additional information.
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property, and therefore, those properties do not add to the PP&E values included in the following
table.
3. The following table summarizes assets and liabilities identified (for all entities analyzed) during our
review of available information.
Bank
Statement
Analysis
Assets
Cash
Accounts receivable
Plant, property & equipment, net
Other assets
Total assets excl intercompany

770,005
n/a
n/a
n/a
770,005

$

Intercompany assets
Total assets
Liabilities & Equity
Current Liabilities
Other Liabilities
Intercompany liabilities
Total liabilities
Implied equity
Total liabilities & equity

$

Financial
Statement
Analysis

$

$

Tax
Return
Analysis
$

$

1,006,103
2,290,825
103,712,094
38,681,139
145,690,161

n/a
n/a

$
$

337,149,299
482,839,460

n/a
n/a
n/a
-

$

n/a
n/a

$ (660,368,305)
$ 482,839,460

821,490
799,104,505
343,281,770
$ 1,143,207,765

Property
Analysis

$

329,231
1,259,161
98,114,503
14,195,447
113,898,342

n/a
n/a
80,089,550
$ 80,089,550

$
$

335,341,482
449,239,824

n/a
n/a

520,887
784,563,621
314,163,697
$ 1,099,248,205

n/a
n/a
n/a
-

$

$ (650,008,381)
$ 449,239,824

$

n/a
n/a

4. We identified 80 individual bank accounts during our analysis. Seventy of the accounts appear to be
related to company operating accounts, while 10 accounts appear to be investor accounts. For the
accounts for which we were provided a bank statement dated in 2013, the aggregate balance of the
accounts totaled $770,005.
5. The financial statements reviewed indicate that the companies collectively own over $100 million in
plant, property & equipment (real property, vehicles, etc.). The financial statements also suggest that
the companies have nearly $800 million of Other Liabilities, of which 99% relate to MRI International,
Inc. accounts payable, and that may be customer/investor liabilities. We also noted that the
companies have significant intercompany assets (approximately $337 million) and intercompany
liabilities (approximately $343 million).
6. Similarly, the tax returns reviewed indicate that the companies collectively own nearly $100 million in
plant, property & equipment (real property, vehicles, etc.). Also, the tax returns include nearly $785
million of Other Liabilities, which relate to the liabilities held by MRI International, Inc. and that may be
customer/investor liabilities. Finally, the companies also have significant intercompany assets (over
$335 million) and intercompany liabilities (nearly $315 million).
7. We prepared a detailed listing of all identified real property and other property (e.g., vehicles). During
our review of available information, we identified 17 real properties and 38 other properties possibly
owned by the Defendants, Relief Defendant and other related parties. We also identified an
additional 31 real properties and 26 other properties that were identified during our review of the
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background/public records reports, but do not appear to be currently owned by, or associated with,
the Defendants, Relief Defendant and/or other related parties.
Overview of Assignment
8. McGladrey was appointed by the Court in connection with the matter of Securities and Exchange
Commission, Plaintiff v. Edwin Yoshihiro Fujinaga and MRI International, Inc., Defendants, and CSA
Service Center, LLC, Relief Defendant, United States District Court, District of Nevada, Case No.
6
2:13-CV-01658-JCM-CWH pursuant to the Court’s Order dated March 11, 2014.
9. Specifically, the Court appointed McGladrey as the “independent accounting firm to conduct and
submit an accounting of the money, assets, liabilities, real property and personal property of the
defendants and relief defendant.”
10. This report summarizes the analyses conducted by McGladrey to provide the accounting requested
by the Parties, which is based on the books and records provided by the SEC and Mr. Fujinaga, by
Mr. Fujinaga’s accountants (Gilmore & Gilmore, CPAs) and by information independently obtained by
McGladrey. This information includes financial statements, tax returns, bank statements, background
7
and public records reports and other financial/accounting information as identified in Exhibit A-2.
11. This report may be amended based on any additional information that comes to our attention or is
provided to McGladrey and/or additional work that is later requested and performed.
12. For purposes of this report, we have, of necessity, accepted as accurate the records produced in this
matter, except as where stated herein, if applicable. Our findings and conclusions stated herein are
subject to revision upon further investigation and document discovery. Had we received additional
information or performed additional analysis, other matters might have come to our attention that
would have been analyzed and reported. Please note that minor differences in reported amounts as
shown in this report and all supporting exhibits, should any exist, are the result of rounding.
13. To the best of our knowledge, no partner nor employee of McGladrey have had any professional,
business or personal dealings or relationship with the case prior to our engagement in this matter.
McGladrey has no known connection with the Plaintiff, Defendants or Relief Defendant, and
McGladrey does not hold or represent an interest adverse to these parties.
Information Considered and Relied Upon
14. During the course of the engagement, we requested, obtained and reviewed a variety of documents
and information from various sources that allowed us to analyze and prepare an accounting of the
Defendants, Relief Defendant or related parties’ assets. We were provided, obtained and/or reviewed

6

See Exhibit A-1 for the Court’s Amended Order in response to the SEC’s application for contempt and appointing an
accounting firm to conduct an accounting of the assets of the Defendants and Relief Defendant in which McGladrey
LLP was appointed as the independent accounting firm.
7

See Exhibit A-2 for a listing of the documents considered and analyzed when preparing this report.
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documents and information which included accounting records, bank statements, financial
8
statements, tax returns, background reports and other relevant accounting and financial information.
15. The following table describes the financial, accounting and other related information produced to us
by the Parties. Please note that each file typically included multiple pages of information.
Producing Party
Securities and Exchange Commission
Fujinaga (via Defense Counsel)
Gilmore & Gilmore, CPAs
Total

Total Documents
Files
Folders Size (GB)
20,787
579
56.1
14,438
990
2.5
201
87
1.1
35,426
1,656
59.7

16. On separate occasions, we also had conversations with attorneys from the Securities and Exchange
Commission, Mr. Erick Ferran (attorney for Mr. Fujinaga) and Raven Gilmore of Gilmore & Gilmore,
CPAs (Defendant’s accounting firm). These parties provided additional information, and oftentimes
clarifying information, regarding the documents and information produced in the matter. We also
attempted to arrange a conversation with Mr. Fujinaga, through his legal counsel, regarding the
documents and information produced, as well as the analyses completed by McGladrey, but repeated
attempts by McGladrey to schedule a conversation were unsuccessful.
17. We understand that document production may be ongoing in this matter and that additional
information and documents may be produced after this report has been finalized and submitted. It is
also our understanding that additional deposition testimony may be rendered in this matter after this
report has been finalized and submitted. Therefore, further refinement to this report and analysis may
be necessary. We reserve the right to update, modify, or supplement this report, as necessary and
appropriate.
Engagement Limitations
18. We were not engaged to, nor did we complete a compilation, review, or financial statement audit, nor
did we conduct a fraud investigation of the Defendants, Relief Defendant and/or related parties or its
books and records.
19. Should additional information and data become available, should we be asked to complete additional
analyses, or should additional analyses be prepared by other parties, we reserve the right to consider
any additional or new information and supplement our analyses and this report.
20. Our engagement was limited by the relevancy, accuracy, and completeness of the data provided by
the Parties and what was made available to us to evaluate and analyze that information. Moreover,
the analyses performed were conducted based on our understanding of the situation and our belief of
what was appropriate under the circumstances.

8

Please see Exhibits A-3 through A-10 for memoranda discussing the documents and information produced by Mr.
Fujinaga (via Defense Counsel), the SEC and Gilmore & Gilmore and considered and relied upon for purposes of
preparing this report.
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B. Bank Statement Analysis
21. During our review of the documents and information produced and provided to us by Mr. Fujinaga,
the SEC and/or Gilmore & Gilmore, we identified a number of bank accounts associated with Mr.
Fujinaga, the Defendants, Relief Defendant and/or other related parties.
9

22. In total, we identified 80 bank accounts from the following financial institutions. The account balance
as indicated below is as of the last bank statement provided for each individual account.
Financial Institution
Wells Fargo
Wells Fargo Securities
City National Bank
Bank of Las Vegas
First National Bank of Wyoming
KeyBank
Rabobank
First Financial Bank
Total

No. of Accts
44
1
18
6
1
2
1
7
80

Account Balance
$
869,887
64,798
1,774,958
492,461
152,517
36,213
29,389
9,038
$
3,429,263

23. Of the 80 accounts identified, 70 appear to be corporate bank accounts of the entities controlled by
and/or related to the Defendants and Relief Defendant. The remaining 10 accounts appear to be
related to investor accounts. For each bank account identified, only the most recent bank statement
and bank account balance has been reviewed and considered in this analysis.
24. Our review of the bank statements suggest that a large number of the bank accounts may have been
closed, especially accounts for which we did not identify recent account statements (i.e., statements
dated in 2013). However, for accounts where a 2013 statement was unavailable, we included those
accounts and account balances in this analysis because we did not identify any information
confirming that the accounts were, in fact, closed.
24.1. For accounts that had balances prior to 2013, but for which no statement was provided in 2013,
we understand that one of the following must be true:
24.1.1. The account remains open/active, but an updated statement has not been provided.
24.1.2. The account was closed and the funds were withdrawn or transferred to another bank
account, but the account statement indicating that the account was closed or liquidated
was not provided.
25. The aggregate account balances for the 70 bank accounts that appear to be company operating
accounts total $3,429,263 (as of the last account statement). Of these 70 bank accounts, 34 bank
10
accounts had a most recent statement in calendar year 2013. The aggregate value of the bank
accounts with an account statement in 2013 was $770,005, as shown in the following schedule:

9

See Exhibit B-1 for a detailed listing of the bank accounts identified.

10

See Exhibit B-2 for a summary of bank accounts by entity and the most recent statement year.
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Most Recent
Statement Year
2013
2012
2011
2010
2009

Defendant or Relief Defendant Related Accounts
Account
Type / Description
Number of Accounts
Defendants / Relief Defendant
34
Defendants / Relief Defendant
15
Defendants / Relief Defendant
6
Defendants / Relief Defendant
15
Defendants / Relief Defendant
-

Accounts
Balance
$
770,005
95,037
280,933
2,283,288
-

26. The aggregate account balances for the 10 customer accounts (as of the last account statement) total
$0. These statements were from 2009 – 2013.
27. For a number of entities, there appears to have been a consistent pattern of bank accounts used,
11
presumably with one account succeeding the previous account. This pattern was as follows:
1.

Irwin Union Bank,

2.

First Financial Bank (we understand that First Financial Bank acquired Irwin Union Bank),

3.

City National Bank,

4.

Wells Fargo, and

5.

Bank of Las Vegas (for a limited number of accounts).

28. While it may be possible that the account balances for the Irwin Union Bank, First Financial Bank and
City National Bank (and in some cases, Wells Fargo) bank accounts were transferred to a successor
bank (as described above), we have not identified documents or information confirming the bank
transfers. As such, we have included the latest bank statement and account balance information in
this analysis.
29. We identified a bank statement or bank statement summary for all accounts included in this analysis,
12
except for One-Stop Pharmacy. The One-Stop Pharmacy bank account with City National Bank
(#122016066) was identified through the review of check copies; no bank statements or additional
information was provided for this account.

11

See Exhibit B-3 for an analysis of the bank account balances by financial institution.

12

See Exhibit B-4 for an analysis of the bank account balances by supporting document type.
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C. Financial Statement Analysis
30. We also analyzed and reviewed all financial statements included in the documents and information
produced by the SEC, Mr. Fujinaga and Gilmore & Gilmore. The majority of financial statements
provided to us were included in Mr. Fujinaga's document production, and were duplicated in the
SEC’s production.
31. For the financial statements reviewed, we focused our analysis on available balance sheets, as the
balance sheet provided the best information regarding each entity’s assets and liabilities. Only the
most recent balance sheet for each entity was reviewed, analyzed and ultimately included in our
accounting of assets and liabilities.
32. McGladrey identified and isolated any assets and/or liabilities that appear to be intercompany and/or
related party assets and liabilities. Our determination of assets and/or liabilities as intercompany was
based on our understanding and knowledge of related parties, as well as any clarifying information
provided to us by the Parties. For all assumed intercompany assets and liabilities, we have included
and listed these balances separately.
33. In total, we analyzed and reviewed financial statements, and specifically, balance sheet information
13
for the 35 entities listed below.
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

ASC Personnel Support Company of California
ASC Personnel Support of Nevada
BK Sundries, LLC
Claims Servicing of America
CSA Healthcare International Funding Corp.
CSA Service Center, LLC
CSA Surgical Center of America, LLC
Dr. Bagel's Café
EBJ&F, LLC
The Factoring Company X III, Inc.
Four Seasons ASC Mgt. (Anaheim)
Four Seasons ASC Mgt. - Huntington Beach
Four Seasons ASC Mgt. - (Ontario), LLC
Harmon Primary Care, LLC
HMC Service Center
Hoy's, Inc.
Wheatridge Pharmacy, Inc.
Med - Care Funding Corporation

•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Med - Health Consulting Services
Med - Health Medical Supplies, LLC
Med-Health Pharma, LLC
Med-Health Pharmaceuticals Products
MHGPO, LLC
MHGPO - California, LLC
MRI General Account
MRI Medical Mgt. Group, LLC
MRI/Huntington Beach (Friedmans)
Nations Surgery (Anaheim) II, LP
Nations Surgery (Camarillo) V, LP
Nations Surgery (Encino), LP
Nations Surgery (Ontario) III, LP
One Stop Pharmacy
Physicians Healthcare Consulting Group
West Coast GPO, LLC
Ryan's Pharmacy

34. The date of the balance sheets for these entities range from December 2010 through December
2013. When conducting this analysis, we focused on and considered only the most recent balance
sheet for each entity (as provided to us by the Parties). Based on the information analyzed and

13

See Exhibit C-1 for a listing of the financial statements reviewed. See Exhibits C-5.1 – C-5.35 for the balance
sheets for each of the entities included in this analysis.
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reviewed, we have prepared the following (unaudited) consolidated balance sheet for the 35
14
entities.
Financial Statement Analysis Summary
Assets
$ USD
Cash
$
1,006,103
Accounts receivable
2,290,825
Plant, property & equipment, net
103,712,094
Other assets
38,681,139
Total assets excluding intercompany receivables
145,690,161
Intercompany receivables
Total assets

337,149,299
$ 482,839,460

Liabilities & Equity
Current Liabilities
Other Liabilities
Intercompany payables
Total liabilities

$

Implied equity
Total liabilities & equity

821,490
799,104,505
343,281,770
1,143,207,765

(660,368,305)
$ 482,839,460

35. The information and data identified in the balance sheets analyzed indicate the following:
35.1. In aggregate, the balance sheets indicate a cash balance of $1,006,103. This amount differs
significantly from the amount of cash identified in our review and analysis of available bank
15
statements.
Financial Statement Analysis Summary - Cash
Cash
$ USD
B/S Date
Nations Surgery (Ontario) III, LP
$
830,429 12/31/2013
Claims Servicing of America
454,222 12/31/2013
All other entities
(278,548)
N/A
Total
$
1,006,103

35.2. The chart below suggests that the majority of cash (per the financial statements) were held by
two companies. Moreover, in aggregate, all other entities (other than those specifically
identified) had a negative (overdraft) cash balance.
35.3. In aggregate, the entities have $103,712,094 in plant, property & equipment (or “PP&E”) (as
indicated in the balance sheets). We reviewed the balance sheets and noted that the majority
of the PP&E related to real properties held by the four entities identified below. Other types of

14

See Exhibit C-2 for a summary of assets identified, Exhibit C-3 for a summary of liabilities identified and Exhibit C-4
for a summary of intercompany assets and liabilities identified.

15

See Section B for additional information regarding our review of available bank statements.
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PP&E identified during our analysis included vehicles, furniture & fixtures, office/warehouse
equipment and other business-type assets.
Financial Statement Analysis Summary - PP&E
Plant, property & equipment, net
$ USD
B/S Date
CSA Service Center, LLC
$ 81,809,426 11/30/2013
Med-Health Pharma, LLC
9,661,028 12/31/2013
Nations Surgery (Ontario) III, LP
5,900,994 12/31/2013
HMC Service Center
4,580,810 12/31/2013
All other entities
1,759,836
N/A
Total
$ 103,712,094

35.4. We also noted that the combined entities had a significant balance of Other Assets. After
additional review of the composition of Other Assets, we learned that these assets were largely
held by the three entities shown in the table below. Moreover, we learned that for Hoy’s and
One Stop Pharmacy, the Other Assets were described as “Inventory Purchase” and for the MRI
General Account (understood to be MRI International, Inc.), Other Assets were described as
“Due from Officer”. As no other information was provided related to the Other Assets, it is not
possible to determine if these assets are intercompany or third party assets.
Financial Statement Analysis Summary - Other Assets
Other assets
$ USD
B/S Date
Hoy's, Inc.
$
22,720,698 03/31/2013
One Stop Pharmacy
8,291,015 03/31/2013
MRI General Account
2,729,053 09/30/2013
All other entities
4,940,373
N/A
Total

$

38,681,139

35.5. During our review of available financial statements, we noted that the companies had
significant balances of intercompany receivables and payables. We identified and isolated
assets/liabilities that appear to be related party/intercompany based on our understanding of
related party companies. Our review indicated that a large portion of both intercompany
receivables and payables were attributable to the MRI General Account (understood to
represent MRI International, Inc.) and CSA Service Center, LLC as depicted in the chart below.
Financial Statement Analysis Summary - Intercompany Assets/Liabilities
Intercompany
$ USD
$ USD
Assets/Liabilities
Assets
Liabilities
B/S Date
MRI General Account
$ 307,423,443 $
3,716,902 09/30/2013
CSA Service Center, LLC
22,030,281
120,537,654 11/30/2013
All other entities
7,695,575
219,027,214
N/A
Total

$ 337,149,299

$

343,281,770
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35.6. We also noted that nearly all of Other Liabilities were related to MRI International, Inc. which
were described as “A/P Wells Fargo” and “A/P Holding Account” in the Balance Sheet. The
SEC has indicated to us that these balances represent customer/investor accounts payables.
Other Liabilities
MRI General Account
All other entities
Total

$ USD
$ 798,659,491
445,014
$ 799,104,505

B/S Date
09/30/2013
N/A

35.7. Finally, we noted that the collective companies, in aggregate, have an implied negative equity
balance (total assets less total liabilities) of ($660,368,305).

McGladrey Bates No. 000013

Page 10

Case 2:13-cv-01658-JCM-CWH Document 464 Filed 12/20/17 Page 124 of 128
Securities & Exchange Commission v. Edwin Fujinaga et al
United States District Court, District of Nevada, 2:13-CV-01658-JCM-CWH
Report of Independent Accounting Firm
September 9, 2014

D. Tax Return Analysis
36. We also analyzed and reviewed all available tax returns included in the documents and information
produced by the SEC, Mr. Fujinaga and Gilmore & Gilmore. The majority of tax returns were included
in documents produced by Gilmore & Gilmore, although duplicate tax returns were often identified in
document productions from the SEC and Mr. Fujinaga.
37. Of the tax returns identified, only the most recent tax return for each entity was considered and
reviewed, and only the information included in the most recent tax return (and supporting work
papers) was incorporated into this analysis.
37.1. We focused our analysis on "Schedule L – Balance Sheets per Books" of the tax returns
(typically Form 1120, U.S. Corporation Income Tax Return or Form 1065, U.S. Return of
Partnership Income). Schedule L of the tax returns included information pertaining to both
assets and liabilities of each entity.
37.2. To the extent necessary and appropriate, we also reviewed supporting schedules
accompanying the tax returns including work papers, subsidiary schedules, source documents,
etc. In many instances, the supporting schedules provided additional detail regarding the
specific nature of the assets and liabilities that were not included in the tax returns themselves.
38. Upon the identification of assets and/or liabilities that appear to be intercompany and/or related party,
we isolated those assets and liabilities and considered, analyzed and listed those balances
separately from other assets and liabilities. Any assets and liabilities determined to be intercompany
were based on our understanding and knowledge of related parties, as well as any clarifying
information provided to us by the Parties.
39. In total, we analyzed and reviewed tax returns, specifically Schedule L, as well as work papers
16
supporting the tax returns, for the 22 entities listed below .
•
•
•
•
•
•
•
•
•
•
•

Claims Servicing of America, LLC
CSA Healthcare International Funding Corporation
CSA Service Center, LLC
EBJ & F, LLC
The Factoring Company XIII, Inc.
Four Seasons ASC Management (Anaheim), LLC
Four Seasons ASC Management (Ontario), LLC
Four Seasons Surgery Center of Anaheim
Four Seasons Surgery Center of Ontario
Friedman Professional Management, INC
Harmon Primary Care, LLC

•
•
•
•
•
•
•
•
•
•
•

HMC Service Center, LLC
Med-Health Medical Supplies, LLC
Med-Health Pharma, LLC
Med-Health Pharmaceutical Products, LLC
MRI International, INC
Nations Medical Management Group V, LLC
Nations Medical Management Group VI
Nations Surgery Centers, L.P.
NMMG Investment Holding, LLC
One-Stop Pharmacy Corporation
West Coast GPO, LLC

16

See Exhibit D-1 for a listing of the tax returns reviewed. See Exhibits D-5.1 – D-5.22 for the balance sheets for
each of the entities included in this analysis.
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40. The tax returns analyzed were all for tax year 2012, except for one tax return, Nations Medical
Management Group VI, which was for 2011. Based on the information analyzed and reviewed, we
have prepared the following (unaudited) consolidated listing of assets and liabilities for the 22
17
entities.
Tax Return Analysis Summary
Assets
$ USD
Cash
$
329,231
Accounts receivable
1,259,161
Plant, property & equipment, net
98,114,503
Other assets
14,195,447
Total assets excluding intercompany receivables
113,898,342
Intercompany receivables
Total assets

$

Liabilities & Equity
Current Liabilities
Other Liabilities
Intercompany payables
Total liabilities

$

Implied equity
Total liabilities & equity

$

335,341,482
449,239,824

520,887
784,563,621
314,163,697
1,099,248,205
(650,008,381)
449,239,824

41. The information and data identified in the tax returns analyzed indicate the following:
41.1. In aggregate, the entities have $98,114,503 in plant, property & equipment (as indicated in the
tax returns).
41.1.1. We reviewed the tax returns and supporting work papers and noted that the majority of
the PP&E related to real properties held by the four entities identified below.
Tax Return Analysis Summary - PP&E

Plant, property & equipment, net
CSA Service Center, LLC
Four Seasons ASC Management (Ontario), LLC
HMC Service Center, LLC
Med-Health Pharma, LLC
All other entities
Total

$

$

$ USD
82,814,619
5,900,654
4,580,810
3,997,473
820,947
98,114,503

Tax Year
2012
2012
2012
2012
N/A

41.1.2. Other types of PP&E identified during our analysis included vehicles, furniture & fixtures,
office/warehouse equipment and other business-type assets. In addition, we noted that
The Factoring Company XIII, Inc. listed a number of automobiles/vehicles totaling nearly
$1,000,000 in cost (tax) basis (not considering deprecation).
17

See Exhibit D-2 for a summary of assets identified, Exhibit D-3 for a summary of liabilities identified and Exhibit D-4
for a summary of intercompany assets and liabilities identified.
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41.2. Our analysis of the tax returns identified $14,195,447 in Other Assets collectively held/owned
by the companies.
41.2.1. We reviewed the tax returns and supporting work papers and noted that the majority of
Other Assets related to assets held by the five entities identified below.
Tax Return Analysis Summary - Other Assets

Other Assets
Med-Health Pharma, LLC
MRI International, INC
Med-Health Medical Supplies, LLC
Med-Health Pharmaceutical Products, LLC
One-Stop Pharmacy Corporation
All other entities
Total

$

$

$ USD
6,920,462
2,729,053
1,575,476
1,391,633
1,261,556
317,267
14,195,447

Tax Year
2012
2012
2012
2012
2012
N/A

41.2.2. Other Assets included “Start-up Costs” (Med-Health Pharma, LLC and Med-Health
Pharmaceutical Products, LLC), “Inventories” (Med-Health Pharmaceutical Products,
LLC, Med-Health Medical Supplies, LLC and One-Stop Pharmacy Corporation) and “Due
from Officer” (MRI International, Inc.) and “Loans to Shareholders” (One-Stop Pharmacy).
41.3. We also noted that nearly all of Other Liabilities were related to MRI International, Inc. which
were described as “A/P Wells Fargo” and “A/P Holding Account” in the Balance Sheet. The
SEC has indicated to us that these balances represent customer/investor accounts payables.
Other Liabilities
MRI International, INC
All other entities
Total

$ USD
$ 784,888,352
(324,731)
$ 784,563,621

B/S Date
2012
N/A

41.4. We also noted that the companies had significant balances of intercompany receivables and
payables. We identified and isolated assets and liabilities that appear to be related party and/or
intercompany based on our understanding of related party companies. Our review indicated
that a large portion of both intercompany receivables and payables were attributable to MRI
International, Inc. and CSA Service Center, LLC. In addition, there were a small number of
other companies that made up a large balance of intercompany balances, as indicated below.
Tax Return Analysis Summary - Intercompany Assets / Liabilities

Intercompany
Assets/Liabilities
MRI International, INC
CSA Service Center, LLC
Claims Servicing of America, LLC
Med-Health Pharmaceutical Products, LLC
CSA Healthcare International Funding Corporation
Four Seasons ASC Management (Ontario), LLC
All other entities
Total

$ USD
Assets
$ 300,959,339
21,759,771
54,385
2,888,163
5,952,188
3,727,636
$ 335,341,482

$ USD
Liabilities
$
2,600,000
121,008,068
47,516,450
27,873,546
23,574,250
470,994
91,120,389
$ 314,163,697

Tax Year
2012
2012
2012
2012
2012
2012
N/A
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E. Property Analysis
42. We reviewed, analyzed and considered all available information to compile a listing of properties
connected to the Defendants and/or Relief Defendant. During our review, we noted that the tax
returns (and supporting work papers) often provided detailed information regarding properties held by
the Defendants, Relief Defendant and other related parties.
43. We also reviewed background / public records reports to supplement our analysis of available
18
accounting information produced by Mr. Fujinaga, the SEC and Gilmore & Gilmore. The information
included in the background / public records was used to specifically identify properties (real and
19
other) possibly related to the Defendants, Relief Defendant and/or other related parties.
44. We acquired the background / public records reports through our subscriptions to CLEAR (Thomson
Reuters) and LexisNexis. Although the reports included many different types of information, the
information collected, identified and summarized through our review of background / public records
20
21
reports focused on real property and vehicles (such as cars, boats, or planes) owned by or
connected with the Defendants, Relief Defendant and other related parties. Furniture and fixtures, as
well as other types of property, were not considered in this analysis.
45. Information from the background / public records reports included the following types of information:
•
•
•
•

18

Possible Vehicles Registered at Business Addresses
Possible Real Property Ownership & Deed Transfers
Possible People Associated with Business
Possible Business Affiliations

Please see Exhibit E-1 for a summary of background / public records reports reviewed.

19

The background / public records reports often provided more detailed information (compared to the financial
statements and tax returns) regarding the assets connected to the Defendant, Relief Defendants and other related
parties.
20

Please see Exhibit E-2 for a listing of possible real property that we understand to be owned by, or associated with,
the Defendants, Relief Defendant and/or other related parties.
21

Please see Exhibit E-3 for a listing of possible other property (e.g., vehicles) that we understand to be owned by, or
associated with, the Defendants, Relief Defendant and/or other related parties.
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Exhibit C-5.9

EBJ&F, LLC
Balance Sheet Information
Assets
Current Assets
A/R - Loan Ryan's Pharmacy - SBA Lending
A/R Hoy's Pharmacy
A/R - Westcoast GPO
A/R - Wheatridge Prof. Pharmacy
A/R - Hoy's Pharmacy - 19259
A/R - Hoy's Pharmacy - 19730
Subscription Receivable
Loans to OSPC
Purchase of One Stop Pharmacy
Investment in Wheatridge

Prepaid Items
Intangible - Legal Fees
Accum. Amort.

Total Assets
Liabilities
Other Liabilities
Paid by Claims for EBJ&F
Paid by MHP for EBJ&F
Loan - MRI Int'l General Acct.

Equity
Retained Earnings - Current Year
Retained Earnings - Prior

Total liabilities and equity

12/31/2013

$
$
$
$
$
$
$
$

813,542
399,198
98,296
187,596
427,299
479,589
1,000
2,406,520

Notes

Intercompany
Intercompany
Intercompany
Intercompany
Intercompany
Intercompany

$
$
$

(30,202) Intercompany
979,438 Intercompany
949,236

$
$
$

94,525
(30,985)
63,540

$

3,419,296

$
$
$
$

(460) Intercompany
2,500 Intercompany
3,242,844 Intercompany
3,244,884

$
$
$
$

176,912
(2,500)
174,412
3,419,296

Notes & Sources:
[1] Information included in this analysis was identified in the documents and information produced by the following parties:
Edwin Fujinaga (via Defense Counsel), the Securities and Exchange Commission and Gilmore & Gilmore, CPAs.
[2] This analysis represents the most recent Balance Sheet information for the entity noted above.
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