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Attorney or Party Name, Address, Telephone and FAX

Samuel R. Maizel, Esq. (Bar No. 189301)
Tania M. Moyron, Esq. (Bar No. 235736)
Dentons US LLP

601 South Figueroa Street, Suite 2500
Los Angeles, CA 90017-5704

T: (213) 623-9300

F: (213) 623-9924

UNITED STATES DEPARTMENT OF
JUSTICE OFFICE OF THE UNITED STATES
TRUSTEE CENTRAL DISTRICT OF

ATTACH TO THE FRONT OF THE
MONTHLY OPERATING REPORT AND
SUBMIT TO UNITED STATES TRUSTEE

CALIFORNIA
In re: CaseNumber: 1@ 90151-ER (See Below)
OF CALIFORNIA, INC, et al.,
MOR NO. 2
FOR MONTH
Debtors.
ENDING: October 2018
1. Total number of Debtor in Possession Bank Accounts for all Debtors. 65
2. TOTAL THIRD PARTY DISBURSEMENTS THIS PERIOD FROM

ALL DEBTOR IN POSSESSION ACCOUNTS FOR ALL ENTITIES

WITH BANK ACCOUNTS

$126,601,022.75

The Debtors in the these chapter 11 cases, along with their case numbers are, Verity Health System of California, Inc.
18-20151-ER, O’Connor Hospital 18-20168-ER, Saint Louise Regional Hospital 18-20162-ER, St. Francis Medical
Center 18-20165-ER, St. Vincent Medical Center 18-20164-ER, Seton Medical Center 18-20167-ER, O’Connor Hospital
Foundation 18-20179-ER, Saint Louise Regional Hospital Foundation 18-20172-ER, St. Francis Medical Center of
Lynwood Foundation 18-20178-ER, St. Vincent Foundation 18-20180-ER, St. Vincent Dialysis Center, Inc. 18-20171-
ER Seton Medical Center Foundation 18-20175-ER, Verity Business Services 18-20173-ER, Verity Medical Foundation
18-20169-ER, Verity Holdings, LLC 18-20163-ER, DePaul Ventures, LLC 18-20176-ER, and DePaul Ventures - San

Jose Dialysis, LLC 18-20181-ER.

Effective September 1, 2011
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Verity Status of Payments to Secured Creditors, Lessors, And Other Parties to Executory Contracts
For the month ending 10/31/2018
$in 000's

#

Frequency of
Creditor, Lessor, Etc. Payments (Mo/Qtr) Amount of Payment Made (Number) @ Postpetition Terms

Secured Debt Holders

Post-petition Total Due Not Paid
Payments Not According to

1 Wells Fargo - 2005 Bonds Monthly $1,226 - -
2 US Bank 2015 Notes Monthly 1,044 - -
3 AllyBank ® Various 771 - -
4 Verity MOB Financing, LLC Monthly 390 - -
5 US Bank 2017 Notes Monthly 254 - -
Subtotal $3,685 - -
Top 20 Vendors
1 Healthnow Administrative Services Various $6,744 - -
2 Transamerica Various 5,121 - -
3 Cardinal Health Various 3,466 - -
4 Medline Industries, Inc. Various 2,961 - -
5  Mckesson Specialty Care Distribution Various 2,216 - -
6 Verity Medical Group Various 1,868 - -
7 Lockton Companies LLC Various 1,840 - -
8 San Jose Medical Clinic, Inc Various 1,688 - -
9 Marillac Ltd. Various 1,547 - -
10  Medtronic USA, Inc. Various 1,173 - -
11 Sports, Orthopedic & Rehabilitation Associates Various 1,100 - -
12 Boston Scientific Corp Various 958 - -
13 Sodexo, Inc & Affiliates Various 893 - -
14  Nantworks LLC Various 772 - -
15 American Red Cross Various 702 - -
16 Quadramed Corporation Various 695 - -
17 Zimmer USA Various 668 - -
18 Rightsourcing Inc Various 528 - -
19  Sagewell Healthcare Benefits Trust Various 439 - -
20 Delta Dental CA Various 438 - -
Subtotal $35,815 - -
Notes
A) See Notes after Xl. Questionnaire.
B)  In addition to the above DIP inflows and outflows activity illustrated, Verity also submits its cash inflows to the Debtors' DIP Lender Ally Bank on a daily

basis even when there is no DIP balance outstanding. When this occurs, Ally Bank returns the funds to Verity. To the extent funds are sent to and

received from Ally Bank in the same month in the case of a zero DIP balance, the transfers will net out to zero.
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Other:

III. TAX LIABILITIES - $ in 000's

FOR THE REPORTING PERIOD - § in 000's:

Federal Withholding
State Withholding

FICA- Employee/Employer Share

State Unemployment

State Disability Insurance

Sales and Use
Real Property

TOTAL

Gross Sales Subject to Sales Tax: $

Total Wages Paid:

AND V@R PRRHMERS ExpEla@R Y CTS
Post-Petition Total Due not paid
Frequency of Payments payments not made according to
Creditor, Lessor, Etc. (Mo/Qtr) Amount of Payment (Number) postpetition terms
SEE PRIOR PAGE
TOTAL DUE:

443

$ 46,507

Total Post-Petition
Amounts Owing

Amount Delinquent

Date Delinquent
Amount Due

$ 56

$ -

27

953

26

1

70

470

$ 1,603

26
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* Accounts Payable Patient Receivables
Post-Petition Combined Pre and Post Petition

30 days or less|| $ 8,120 $ 100,757

31 - 60 days 628 27,568

61 - 90 days 333 18,075

91 - 120 days - 13,828

Over 120 days - 42,465

TOTAL:| $ 9,081 $ 202,693

V. INSURANCE COVERAGE

Amount of Policy Expiration| Premium Paid
Name of Carrier Coverage Date Through (Date)
General Liability]
Worker's Compensation See Schedule Attached
Casualty
Vehicle
Others:
VI. UNITED STATES TRUSTEE QUARTERLY FEES - $ in 000's
(TOTAL PAYMENTYS)
Quarterly Period Total Quarterly Fees
Ending (Date) Disbursements Quarterly Fees Date Paid Amount Paid Still Owing
30-Sep-2018( $ 89,411 | $ 898 31-Oct-2018| $ 898 [ § 0
$ 898 $ 898 [| § 0

See Notes after Section XI., Questionnaire.
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Aggregate Insider
Debtor Account Used Compensation Paid

\Verity Health System of California, Inc. XXXXXX1785 $ 266,556
O’Connor Hospital XXXXXX3007 63,190
Saint Louise Regional Hospital XXXXXX7575 10,848
St. Francis Medical Center XXXXXX3012 47,817
St. Vincent Medical Center XXXXXX3017 58,967
Seton Medical Center XXXXXX3001 67,327
O’Connor Hospital Foundation -
Saint Louise Regional Hospital Foundation -
St. Francis Medical Center of Lynwood Foundation -
St. Vincent Foundation -
St. Vincent Dialysis Center, Inc. -
Seton Medical Center Foundation -
\Verity Business Services -
\Verity Medical Foundation XXXXXX9996 36,324
Verity Holdings, LLC -
DePaul Ventures, LLC -
"DePauI Ventures - San Jose Dialysis, LLC -
$ 551,029

VIII SCHEDULE OF OTHER AMOUNTS PAID TO INSIDERS

Debtor

Account Used

Aggregate Insider Other
Amounts Paid (a)

Verity Health System of California, Inc.

$ -

O’Connor Hospital

XXXXXX6389

12,377

Saint Louise Regional Hospital

XXXXXX6421

15,000

St. Francis Medical Center

XXXXXX6407

46,468

St. Vincent Medical Center

XXXXXX6426

11,904

Seton Medical Center

XXXXXX6365

26,130

O’Connor Hospital Foundation

Saint Louise Regional Hospital Foundation

St. Francis Medical Center of Lynwood Foundation

St. Vincent Foundation

St. Vincent Dialysis Center, Inc.

Seton Medical Center Foundation

\Verity Business Services

\Verity Medical Foundation

Verity Holdings, LLC

DePaul Ventures, LLC

"DePauI Ventures - San Jose Dialysis, LLC

$ 111,879

(a) For the Hospital Debtors, amounts represent payments made by the Hospitals to physician
board members associated with medical directorships and on-call coverage provided. Such
payments are not associated with services provided as a board member.
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XI. QUESTIONNAIRE

No
Has the debtor-in-possession made any payments on its pre-petition unsecured debt, except as have
been authorized by the court? If "Yes", explain below: X

Has the debtor-in-possession during this reporting period provided compensation or remuneration to
any officers, directors, principals, or other insiders without appropriate authorization? If "Yes",
explain below: X

State what progress was made during the reporting period toward filing a plan of reorganization

The Debtors continue to work closely and collaboratively with the Official Committee of Unsecured
Creditors and secured creditors on issues related to the sale of their assets and resolution of pending
disputes with creditors, vendors, doctors, employees and other parties in interest. Once the sale of
the Debtors’ assets is more fully progressed, the Debtors will be able to adequately formulate a plan
of reorganization.

Describe potential future developments which may have a significant impact on the case:

The Debtors have obtained an order [Docket No. 724] authorizing an auction in December 2018 of
its assets in Santa Clara County. Depending on the identity of the winning bidder, the sale could
close as early as January 2019. The Debtors anticipate filing a bid procedures motion or motions
for its remaining assets in December 2018 with the goal of conducting auctions in early 2019.

Attach copies of all Orders granting relief from the automatic stay that were entered during the
reporting period.
Copies attached.

Did you receive any exempt income this month, which is not set forth in the operating report? If
"Yes", please set forth the amounts and sources of the income below. X

Anita Chou, declare under penalty of perjury that I have fully read and understood the foregoing
debtor-in-possession operating report and that the information contained herein is true and complete
to the best of my knowledge.

H_/M‘/:(P %

Date Principal for debtor-in-possession
35
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Notes
Post-Petition Total Due not paid
Creditor, Lessor, Etc. Not Paid According Frequency of Payments | payments not made according to
to Postpetition Terms (Mo/Qtr) (Number) postpetition terms Explanation
None na - - n/a
TOTAL DUE] 0.00
VI. UNITED STATES TRUSTEE QUARTERLY FEES
(TOTAL PAYMENTS - 1st QUARTERLY PERIOD)
Quarterly Period Total Quarterly Fees
Ending (Date) Debtor Disbursements Quarterly Fees Date Paid Amount Paid Still Owing
30-Sep-2018|Verity Health System of
California, Inc. $22,164,716.26 | §  221,647.16 31-Oct-2018| §  221,647.16 | § -
30-Sep-2018|0O'Connor Hospital 11,484,806.12 114,848.06 31-Oct-2018 114,848.06 -
30-Sep-2018|St. Louise Regional Hospital 3,841,238.39 38,412.38 31-Oct-2018 38,412.38 -
30-Sep-2018|St. Francis Medical Center 17,618,234.29 176,182.34 31-Oct-2018 176,182.34 -
30-Sep-2018|St. Vincent Medical Center 11,437,965.98 114,379.66 31-Oct-2018 114,379.66 -
30-Sep-2018|Seton Medical Center 11,468,334.91 114,683.35 31-Oct-2018 114,683.35 -
30-Sep-2018|0O'Connor Hospital
Foundation - 325.00 31-Oct-2018 325.00 -
30-Sep-2018|St. Louise Regional Hospital
Foundation 251.77 325.00 31-Oct-2018 325.00 -
30-Sep-2018|St. Francis Medical Center of
Lynwood Foundation - 325.00 31-Oct-2018 325.00 -
30-Sep-2018(St. Vincent Medical Center
Foundation - 325.00 31-Oct-2018 325.00 -
30-Sep-2018|St. Vincent Dialysis Center,
Inc. 7,208.50 325.00 31-Oct-2018 325.00 -
30-Sep-2018|Seton Medical Center
Foundation 8,918.63 325.00 31-Oct-2018 325.00 -
30-Sep-2018|Verity Business Services 1,952,459.79 19,524.60 31-Oct-2018 19,524.60 -
30-Sep-2018|Verity Medical Foundation 9,121,383.45 91,213.83 31-Oct-2018 91,213.83 -
30-Sep-2018|Verity Holdings, LLC 305,848.09 4,875.00 31-Oct-2018 4,875.00 -
30-Sep-2018|De Paul Ventures, LLC - 325.00 31-Oct-2018 325.00 -
30-Sep-2018|De Paul Ventures - San Jose
Dialysis, LLC - 325.00 31-Oct-2018 - 325.00
$89,411,366.18 | §  898,366.39 $ 898,041.391 $ 325.00

(A) The Debtors’ did not initially receive an invoice from the U.S. Trustee for quarterly fees for De Paul Ventures — San Jose Dialysis, LLC. The
Debtors have now received the nvoice and have made the payment.

36
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Attorney or Party Name, Address, Telephone & FAX
Nos., State Bar No. & Email Address

Thomas J. Polis, Esqg. (SBN 119326)
POLIS & ASSOCIATES, APLC
19800 MacArthur Blvd., Suite 1000
Irvine, CA 92612

Tel: (949) 862-0040

Fax: (949) 862-0041

Email: tom@polis-law.com

1 Movant appearing without an attorney
X Attorney for Movant Maria Zavala

FOR COURT USE ONLY

FILED & ENTERED

NOV 19 2018

CLERK U.S. BANKRUPTCY COURT
Central District of California
BY gonzalez DEPUTY CLERK

CHANGES MADE BY COURT

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA -LOS ANGELES DIVISION

In re:

Verity Health System of California, Inc.,

(Only Affects Related Debtor, St. Francis Medical Center,
Inc., Case No. 2:18-bk-20165-ER)

Debtor(s).

CASE NO.: 2:18-bk-20151-ER
CHAPTER: 11

ORDER GRANTING MOTION FOR
RELIEF FROM THE AUTOMATIC STAY
UNDER 11 U.S.C. § 362

(Action in Nonbankruptcy Forum)

DATE: 11/7/2018

TIME: 10:00 a.m.

COURTROOM: 1568

PLACE: US Bankruptcy Court
255 E. Temple Street
Los Angeles, CA 90012

MOVANT: MARIA ZAVALA

1. The Motionwas: [X] Opposed
2. The Motion affects the following Nonbankruptcy Action:

Name of Nonbankruptcy Action:
Docket number: BC 681825

[] Unopposed [] Settled by stipulation

Maria Zavala and Florencio Zabala v. St. Francis Medical Center, et al.

Nonbankruptcy court or agency where the Nonbankruptcy Action is pending:

Los Angeles Superior Court — Central District

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.

June 2014

Page 1

F 4001-1.RFS.NONBK'ORDER



8.

9.

Case 2:18-bk-20151-ER Doc 84% Filed 11/39/18 Entered 11/39/18 16:02:32 Desc
M&laiDamocuerent FRageS2aifZ0

The Motion is granted under 11 U.S.C. § 362(d)(1).

As to Movant, its successors, transferees and assigns, the stay of 11 U.S.C. § 362(a) is:
a. [X] Terminated as to the Debtor and the Debtor’s bankruptcy estate.
b. [] Modified or conditioned as set forth in Exhibit to the Motion.

c. [ Annulled retroactively to the bankruptcy petition date. Any postpetition acts taken by Movant to enforce its
remedies regarding the nonbankruptcy action do not constitute a violation of the stay.

Limitations on Enforcement of Judgment: Movant may proceed in the nonbankruptcy forum to final judgment
(including any appeals) in accordance with applicable nonbankruptcy law. Movant is permitted to enforce its final
judgment only by (specify all that apply):

a. [X] Collecting upon any available insurance in accordance with applicable nonbankruptcy law.

b. [] Proceeding against the Debtor as to property or earnings that are not property of this bankruptcy estate.

This order is binding and effective despite any conversion of this bankruptcy case to a case under any other chapter
of the Bankruptcy Code.

] The co-debtor stay of 11 U.S.C. § 1201(a) or § 1301(a) is terminated, modified or annulled as to the co-debtor, on
the same terms and conditions as to the Debtor.

[l The 14-day stay prescribed by FRBP 4001(a)(3) is waived.

[l This order is binding and effective in any bankruptcy case commenced by or against the Debtor for a period of
180 days, so that no further automatic stay shall arise in that case as to the nonbankruptcy action.

10. [] This order is binding and effective in any future bankruptcy case, no matter who the debtor may be, without

further notice.

11. [X] Other (specify):

Pursuant to the Court’s tentative on November 6, 2018 [Doc. No. 783], the Motion for Relief of Stay (action in
Non-Bankruptcy Forum) is granted, however, the order granting the Motion shall not take effect until January
15, 2019.

Hit

Date: November 19, 2018 | ZM/JN/ ME%W

Ernest M. Robles
United States Bankruptcy Judge

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.
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Attorney or Party Name, Address, Telephone & FAX
Nos., State Bar No. & Email Address

LIOR KATZ | CA BAR NO.: 284559

KATZ LAW, A PROFESSIONAL CORPORATION
11620 WILSHIRE BLVD., SUITE 900

LOS ANGELES, CA 90025

PHONE: (310) 775-8920

FAX: (310) 382-2110

Email: katzlawapc@gmail.com

1 Movant appearing without an attorney
X Attorney for Movant

FOR COURT USE ONLY
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NOV 27 2018

CLERK U.S. BANKRUPTCY COURT
Central District of California
BY gonzalez DEPUTY CLERK

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA -Los Angeles DIVISION

In re:

VERITY HEALTH SYSTEM OF CALIFORNIA, INC.,
etal.,

Affects O’Connor Hospital,

Debtor(s).

CASE NO.: 2:18-bk-20151-ER (jointly administered with
2:18-bk-20168-ER

CHAPTER: 11

ORDER GRANTING MOTION FOR
RELIEF FROM THE AUTOMATIC STAY
UNDER 11 U.S.C. § 362

(Action in Nonbankruptcy Forum)

DATE: November 19, 2018

TIME: 10:00 am

COURTROOM: 1568

PLACE: 255 E. Temple Street
Los Angeles, CA 90012

MOVANT: Refugio Estrada and Livier Marquez Estrada

1. The Motion was: [ ] Opposed

2. The Motion affects the following Nonbankruptcy Action:

Xl Unopposed [] Settled by stipulation

Name of Nonbankruptcy Action: Medical malpractice and negligence claims against Debtor O’Connor Hospital, arising

from a medical procedure on Movant Refugio Estrada on October 4, 2017.

Docket number: A formal lawsuit has not yet been initiated.

Nonbankruptcy court or agency where the Nonbankruptcy Action is pending: N/A

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.
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The Motion is granted under 11 U.S.C. § 362(d)(1).

As to Movant, its successors, transferees and assigns, the stay of 11 U.S.C. § 362(a) is:
a. [X] Terminated as to the Debtor and the Debtor’s bankruptcy estate.
b. [] Modified or conditioned as set forth in Exhibit to the Motion.

c. [ Annulled retroactively to the bankruptcy petition date. Any postpetition acts taken by Movant to enforce its
remedies regarding the nonbankruptcy action do not constitute a violation of the stay.

Limitations on Enforcement of Judgment: Movant may proceed in the nonbankruptcy forum to final judgment
(including any appeals) in accordance with applicable nonbankruptcy law. Movant is permitted to enforce its final
judgment only by (specify all that apply):

a. [X] Collecting upon any available insurance in accordance with applicable nonbankruptcy law.

b. [] Proceeding against the Debtor as to property or earnings that are not property of this bankruptcy estate.

This order is binding and effective despite any conversion of this bankruptcy case to a case under any other chapter
of the Bankruptcy Code.

] The co-debtor stay of 11 U.S.C. § 1201(a) or § 1301(a) is terminated, modified or annulled as to the co-debtor, on
the same terms and conditions as to the Debtor.

X The 14-day stay prescribed by FRBP 4001(a)(3) is waived.

[] This order is binding and effective in any bankruptcy case commenced by or against the Debtor for a period of
180 days, so that no further automatic stay shall arise in that case as to the nonbankruptcy action.

10. [] This order is binding and effective in any future bankruptcy case, no matter who the debtor may be, without

further notice.

11. [X] Other (specify): The court incorporates the findings in its Tentative Ruling (Exhibit “A”) into this Order.

Agree as to form:

Date: November , 2018

John A. Moe
Attorney for the Debtor

Date: November 27, 2018 | ZM/JN/ ME%W

Ernest M. Robles
United States Bankruptcy Judge

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.
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3. The Motion is granted under 11 U.S.C. § 362(d)(1).

4. Asto Movant, its successors, transferees and assigns, the stay of 11 U.S.C. § 362(a) is:
a. [X Terminated as to the Debtor and the Debtor's bankruptcy estate.
b. [ Modified or conditioned as set forth in Exhibit ____ to the Motion.
c. [ Annulled retroactively to the bankruptcy petition date. Any postpetition acts taken by Movant to enforce its
remedies regarding the nonbankruptcy action do not constitute a violation of the stay.

5. Limitations on Enforcement of Judgment: Movant may proceed in the nonbankruptcy forum to final judgment
(including any appeals) in accordance with applicable nonbankruptcy law. Movant is permitted to enforce its final
judgment only by (specify all that apply):

a. [X] Collecting upon any available insurance in accordance with applicable nonbankruptcy law.
b. [ Proceeding against the Debtor as to property or earnings that are not property of this bankruptcy estate.

6. This order is binding and effective despite any conversion of this bankruptcy case to a case under any other chapter
of the Bankruptcy Code.

o

[] The co-debtor stay of 11 U.S.C. § 1201(a) or § 1301(a) is terminated, modified or annulled as to the co-debtor, on
the same terms and conditions as to the Debtor.

8. [ The 14-day stay prescribed by FRBP 4001(a)(3) is waived.

9. [ This order is binding and effective in any bankruptcy case commenced by or against the Debtor for a period of
180 days, so that no further automatic stay shall arise in that case as to the nonbankruptcy action.

10. [] This order is binding and effective in any future bankruptcy case, no matter who the debtor may be, without
further notice.

11. X Other (specify): The court incorporates the findings in its Tentative Ruling (Exhibit “A”) into this Order.

Agree as to form:

Date: November 26 , 2018

N\

John A. Moe
Attorney for the Debtor

HiH

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.
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United States Bankruptey Court
Central District of California
Los Angeles
Judge Ernest Robles, Presiding
Courtroom 1568 Calendar

Monday, November 19, 2018 Hearing Room 1568
10:00 AM
2:18-20151 Verity Health System of California, Inc. Chapter 11

#7.20  HearingRE: [704] Notice of motion and motion for relief from automatic stay with
supporting declarations ACTION IN NON-BANKRUPTCY FORUM RE: Medical
Malpractice Claim against O'Connor Hospital.

Docket 704

Tentative Ruling:

11/16/2018
For the reasons set forth below, the Motion is GRANTED in its entirety.

Pleadings Filed and Reviewed:

1) Notice of Motion and Motion for Relief from the Automatic Stay Under 11 U.S.C.
§362 [Doc. No. 704] (the "Motion")

2) Debtors’ Response to Motion for Relief from the Automatic Stay Filed on Behalf
of Refugio Estrada and Marquez Estrada [Doc. No. 775]

3) Official Committee of Unsecured Creditors® Response to Motion for Relief from
Stay (Non-Bankruptcy Forum) Filed by Refugio Estrada and Livier Marquez
Estrada [Doc. No. 825]

I. Facts and Summary of Pleadings

On August 31, 2018 (the “Petition Date™), Verity Health Systems of California
(“VHS”) and certain of its subsidiaries filed voluntary petitions for relief under
Chapter 11 of the Bankruptcy Code. On August 31, 2018, the Court entered an order
granting the Debtors’ motion for joint administration of the Debtors’ Chapter 11
cases. Doc. No. 17.

Refugio Estrada and Livier Marquez Estrada (“*Movants™) seek stay-relief,
pursuant to §362(d)(1), for the purpose of litigating a personal injury action against
Debtor O’Connor Hospital (“0O’Connor”). Movants seek recovery only from
applicable insurance, and waive any deficiency or other claim against the estate.

Because Movants waive any deficiency claim and seek recovery only against
applicable insurance, Debtors do not oppose the Motion. The Official Committee of
Unsecured Creditors does not oppose the Motion for the same reason.

11/16/2018 1:30:10 PM Page 22 of 58 57
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United States Bankruptcy Court

Central District of California
Los Angeles

Judge Ernest Robles, Presiding
Courtroom 1568 Calendar

Monday, November 19, 2018 Hearing Room 1568
10:00 AM
CONT... Verity Health System of California, Inc. Chapter 11

II. Findings and Conclusions

Section 362(d)(1) provides that the Court “shall grant relief from the [automatic
stay] ..., such as by terminating, annulling, modifying, or conditioning such stay for
cause ....” "Because there is no clear definition of what constitutes ‘cause,’
discretionary relief from the stay must be determined on a case by case basis." In re
Castlerock Props., 781 F.2d 159, 163 (9th Cir. 1986).

The Motion is GRANTED pursuant to §362(d)(1). The State Court is best suited
to adjudicate the personal injury claims which arise under non-bankruptcy law.

The automatic stay remains in effect with respect to the enforcement of any
judgment against the Debtors or estate property. Movants are permitted to enforce any
final judgment only by collecting upon available insurance in accordance with
applicable nonbankruptey law. Movants may not pursue any deficiency claim or any
other claim against the Debtors or property of the estates.

Because there is no opposition to the Motion, the order granting the Motion shall
take effect immediately upon entry, notwithstanding Federal Rule of Bankruptcy
Procedure 4001(a)(3).

Movant shall submit a conforming order, incorporating this tentative ruling by
reference, within seven days of the hearing. [Note 1]

No appearance is required if submitting on the court’s tentative ruling. If you
intend to submit on the tentative ruling, please contact Jessica Vogel or Daniel Koontz
at 213-894-1522. If you intend to contest the tentative ruling and appear, please
first contact opposing counsel to inform them of your intention to do se. Should
an opposing party file a late opposition or appear at the hearing, the court will
determine whether further hearing is required. If you wish to make a telephonic
appearance, contact Court Call at 888-882-6878, no later than one hour before the
hearing.

Note 1

To ensure that the Debtors have the opportunity to review Movants’ proposed
order as to form, Movants shall either (a) submit a Notice of Lodgment of the
proposed order in accordance with the procedure set forth in Local Bankruptcy Rule
9021-1(b)(3)(A) or, in the alternative, shall (b) obtain Debtors” endorsement as to the
form of the proposed order pursuant to the procedure set forth in Local Bankruptcy
Rule 9021-1(b)(3)(C).

Party Information |
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United States Bankruptey Court
Central District of California
Los Angeles
Judge Ernest Robles, Presiding
Courtroom 1568 Calendar

Monday, November 19, 2018 Hearing Room 1568
10:00 AM
CONT... Verity Health System of California, Inc. Chapter 11
Debtor(s):
Verity Health System of California, Represented By

Samuel R Maizel

John A Moe [I

Tania M Moyron
Claude D Montgomery
Sam J Alberts
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Attorney or Party Name, Address, Telephone & FAX

Nos., State Bar No. & Email Address

ALAN I. NAHMIAS (#125140)

STEPHEN F. BIEGENZAHN (#60584)

SCOTT H. NOSKIN (#164923)

MIRMAN, BUBMAN & NAHMIAS, LLP

21860 Burbank Boulevard, Suite 360

Woodland Hills, CA 91367

Phone: 818-451-4600

FAX: 818-451-4620

Emails: anahmias@mbnlawyers.com
sbiegenzahn@mbnlawyers.com
snoskin@mbnlawyers.com

[l Movant appearing without an attorney
X Attorney for Movant
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CLERK U.S. BANKRUPTCY COURT
Central District of California
BY gonzalez DEPUTY CLERK

CHANGES MADE BY COURT

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA -LOS ANGELES DIVISION

Inre:

VERITY HEALTH SERVICES OF CALIFORNIA, INC.

Debtor(s).

CASE NO.: 2:18-bk-20151-ER
CHAPTER: 11

ORDER GRANTING MOTION FOR
RELIEF FROM THE AUTOMATIC STAY
UNDER 11 U.S.C. § 362

(Action in Nonbankruptcy Forum)

DATE: November 19, 2018

TIME: 10:00 AM

COURTROOM: 1568

PLACE: 255 East Temple Street
Los Angeles, CA 90012

MOVANT: JOSEFINA ROBLES, by and through her Conservator, SERGIO ROBLES

1. The Motion was: X Opposed

2. The Motion affects the following Nonbankruptcy Action:

Name of Nonbankruptcy Action:

Docket number: 696

[] Unopposed [] Settled by stipulation

Robles v. St. Francis Medical Center, et al., Case No. BC697012

Nonbankruptcy court or agency where the Nonbankruptcy Action is pending:

Los Angeles Superior Court, Central District

{00533954}This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.

June 2014
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The Motion is granted under 11 U.S.C. § 362(d)(1).

As to Movant, its successors, transferees and assigns, the stay of 11 U.S.C. § 362(a) is:
a. [X] Terminated as to the Debtor and the Debtor’s bankruptcy estate.
b. [ Modified or conditioned as set forth in Exhibit to the Motion.

c. [ Annulled retroactively to the bankruptcy petition date. Any postpetition acts taken by Movant to enforce its
remedies regarding the nonbankruptcy action do not constitute a violation of the stay.

Limitations on Enforcement of Judgment: Movant may proceed in the nonbankruptcy forum to final judgment
(including any appeals) in accordance with applicable nonbankruptcy law. Movant is permitted to enforce its final
judgment only by (specify all that apply):

a. [] Collecting upon any available insurance in accordance with applicable nonbankruptcy law.

b. [ Proceeding against the Debtor as to property or earnings that are not property of this bankruptcy estate.

This order is binding and effective despite any conversion of this bankruptcy case to a case under any other chapter
of the Bankruptcy Code.

[] The co-debtor stay of 11 U.S.C. § 1201(a) or § 1301(a) is terminated, modified or annulled as to the co-debtor, on
the same terms and conditions as to the Debtor.

X] The 14-day stay prescribed by FRBP 4001(a)(3) is waived.

[] This order is binding and effective in any bankruptcy case commenced by or against the Debtor for a period of
180 days, so that no further automatic stay shall arise in that case as to the nonbankruptcy action.

10. [] This order is binding and effective in any future bankruptcy case, no matter who the debtor may be, without

further notice.

11. X Other (specify):

The stay is modified in accordance with the Court’s Ruling [Docket No. 839], a copy of which is attached.

HiH#H

Date: November 27, 2018 | ZM/JN/ ME%W

Ernest M. Robles
United States Bankruptcy Judge

{00533954}This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.
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United States Bankruptcy Court

Central District of California
Los Angeles

Judge Ernest Robles, Presiding
Courtroom 1568 Calendar

Monday, November 19, 2018 Hearing Room 1568
10:00 AM
2:18-20151  Verity Health System of California, Inc. Chapter 11

#7.10  HearingRE: [696] Notice of motion and motion for relief from automatic stay with
supporting declarations ACTION IN NON-BANKRUPTCY FORUM RE: Robles v. St.
Francis Medical Center, Case No. BC697012 .

Docket 696

Matter Notes:
11/19/2018

The tentative ruling will be the order.
Party to lodge order: Movant

Note to docket:
Effective date was changed after oral argument to January 11, 2019.

POST PDF OF TENTATIVE RULING TO CIAO

Tentative Ruling:

11/16/2018

For the reasons set forth below, the Motion is GRANTED; however, the order
granting the Motion shall not take effect until January 15, 2019.

Pleadings Filed and Reviewed:

1) Notice of Motion and Motion for Relief from the Automatic Stay Under 11 U.S.C.
§362 [Doc. No. 696] (the "Motion")

2) Official Committee of Unsecured Creditors’ Response to Motion for Relief from
Stay (Non-Bankruptcy Forum) Filed by Josefina Robles [Doc. No. 777]

3) Debtors’ Response to Motion for Relief from the Automatic Stay Filed on Behalf
of Josefina Robles By and Through Her Conservator Sergio Robles [Doc. No.
791]

4) Reply of Josefina Robles to: (1) Debtors” Response to Motion for Relief from

11/19/2018 2:41:.04 PM Page 1 of 6 62
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United States Bankruptcy Court
Central District of California
Los Angeles
Judge Ernest Robles, Presiding
Courtroom 1568 Calendar

Monday, November 19, 2018 Hearing Room 1568
10:00 AM
CONT... Verity Health System of California, Inc. Chapter 11

Stay; and (2) Official Committee of Unsecured Creditors” Response to Motion for
Relief from Stay [Doc. No. 823]

I. Facts and Summary of Pleadings

On August 31, 2018 (the “Petition Date™), Verity Health Systems of California
(*VHS™) and certain of its subsidiaries filed voluntary petitions for relief under
Chapter 11 of the Bankruptcy Code. On August 31, 2018, the Court entered an order
granting the Debtors’ motion for joint administration of the Debtors’ Chapter 11
cases. Doc. No. 17.

Josefina Robles, by and through her conservator, Sergio Robles (“Movant”), seeks
stay-relief, pursuant to §362(d)(1), for the purpose of litigating a personal injury
action against Debtor St. Francis Medical Center (“St. Francis™) in the Los Angeles
Superior Court (the “State Court Action™). The State Court Action asserts claims
against St. Francis and various other third-party defendants. In the State Court Action,
the recovery Movant seeks is not limited to applicable insurance, and Movant is not
willing to waive any deficiency claim against St. Francis.

Debtors argue that the Motion should be denied without prejudice, because it is
premature and would undermine the Debtors’ efforts to successfully proceed under
Chapter 11. Debtors assert that allowing the State Court Action to proceed would
impair their ability to pursue critical issues, such as the pending sales of two of the
Debtors’ hospitals. Debtors further oppose the Motion on the ground that Movant is
not willing to limit her recovery to applicable insurance. The Official Committee of
Unsecured Creditors (the “Committee™) opposes the Motion for the same reasons.

Movant makes the following arguments in reply to the opposition of the Debtors
and the Committee:

1) The Debtors’ assertion that the granting of the Motion would interfere with the
case by distracting the Debtors’ professionals with personal injury litigation is
disingenuous. As soon as stay-relief is granted, defense of the State Court
Action will be assigned to litigation and/or coverage counsel. In e-mail
communications with the Movant, Debtors have already identified the lawyer
who will ultimately defend against the State Court Action.

2) Movant has sustained horrific injuries as a result of the negligence of the
doctors and nurses at St. Francis, and should not be required to wait to seek
redress.

I1. Findings and Conclusions

11/19/2018 2:41:.04 PM Page 2 of 6 63
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United States Bankruptcy Court
Central District of California
Los Angeles

Judge Ernest Robles, Presiding
Courtroom 1568 Calendar

Monday, November 19, 2018 Hearing Room 1568
10:00 AM
CONT... Verity Health System of California, Inc. Chapter 11

As explained by the Ninth Circuit Bankruptcy Appellate Panel in Kronemyer v.
American Contractors Indemnity Co. (In re Kronemyer) (internal citations omitted):
"What constitutes ‘cause’ for granting relief from the automatic stay is decided on a
case-by-case basis. Among factors appropriate to consider in determining whether
relief from the automatic stay should be granted to allow state court proceedings to
continue are considerations of judicial economy and the expertise of the state court, ...
as well as prejudice to the parties and whether exclusively bankruptcy issues are
involved." 405 B.R. 915, 921. The factors articulated in /n re Curtis, 40 B.R. 795,
799-800 (Bankr. D. Utah 1984) and adopted by the bankruptcy court in Truebro, Inc.
v. Plumberex Specialty Prods., Inc. (In re Plumberex Specialty Prods., Inc), 311 B.R.
551, 559-60 (Bankr. C.D. Cal. 2004) are also "appropriate, nonexclusive factors to
consider in deciding whether to grant relief from the automatic stay to allow pending
litigation to continue in another forum." Kronemyer, 405 B.R. at 921. The Curtis
factors are as follows:

1) Whether the relief will result in a partial or complete resolution of the issues;

2) The lack of any connection with or interference with the bankruptcy case;

3) Whether the foreign proceeding involves the debtor as a fiduciary;

4) Whether a specialized tribunal has been established to hear the particular cause
of action and whether that tribunal has the expertise to hear such cases;

5) Whether the debtor's insurance carrier has assumed full financial responsibility
for defending the litigation;

6) Whether the action essentially involves third parties, and the debtor functions
only as a bailee or conduit for the goods or proceeds in question;

7) Whether the litigation in another forum would prejudice the interests of other
creditors, the creditors’ committee and other interested parties;

8) Whether the judgment claim arising from the foreign action is subject to
equitable subordination under Section 510(c);

9) Whether movant’s success in the foreign proceeding would result in a judicial
lien avoidable by the debtor under Section 522(f);

10) The interests of judicial economy and the expeditious and economical
determination of litigation for the parties;

11) Whether the foreign proceedings have progressed to the point where the
parties are prepared for trial, and

12) The impact of the stay on the parties and the "balance of hurt."
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Plumberex, 311 B.R. at 599.

The primary disagreement between Movant and the Debtors is the extent to which
allowing the State Court Action to proceed would interfere with the case. Movant
asserts that lifting the stay would have very little impact on the ability of the Debtors’
professionals to attend to other pressing matters; the Debtors dispute this contention.

The Court finds that although it certainly would be possible for the Debtors to
defend against the State Court Action at this time, requiring them to do so would
nonetheless interfere with the case by distracting the Debtors’ professionals from
other pressing matters. The State Court Action alleges that Movant suffered extremely
serious injuries as a result of the alleged malpractice of physicians employed by
Debtor St. Francis. If these allegations are proven, the damages would be substantial.
While it is true that primary responsibility for the Debtors” defense could be assigned
to special litigation counsel, the Debtors” general bankruptcy counsel would still be
required to monitor the litigation, given the seriousness of the allegations. Contrary to
Movant’s contention, Debtors’ general bankruptcy counsel cannot simply assign the
State Court Action to special litigation counsel and then forget about it.

An auction of two of the Debtors’ hospitals is set to occur on December 10-11,
with a hearing to approve the results of the auction set for December 19, 2018. To
successfully prosecute the case for the benefit of creditors, Debtors will be required to
devote substantial resources to the auction and the subsequent hearing to approve the
results of the auction. Granting stay-relief at this juncture would require the Debtors to
divert their attention from issues pertaining to the sale, which would be detrimental to
creditors,

In view of the findings set forth above, Curtis factors two, five, seven, and eleven
weigh against granting stay-relief at this time. However, after the December 19
auction has concluded, application of the Curtis factors will yield a different result.
Although the relevant Curtis factors do not warrant stay-relief now, stay-relief will be
warranted as of January 15, 2019.

Granting stay-relief now would interfere with the bankruptcy case by distracting
the Debtors’ professionals from other pressing matters (the second Curtis factor).
With respect to factor five, the damages sought in the State Court Action are
substantial; Movant has not agreed to limit her recovery to applicable insurance; and it
is therefore not known whether available insurance proceeds will be sufficient to
cover any judgment Movant may obtain. Factor five therefore weighs against granting
immediate stay-relief. The litigation’s interference with the case has the potential to
reduce creditor recoveries; therefore, factor seven weighs against granting immediate
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stay-relief. The State Court Action has not reached the trial stage, so factor eleven also
weighs against granting immediate stay-relief.

Factor twelve—the balance of the hurt—is neutral. As discussed, granting
immediate stay-relief will harm the Debtors by distracting the Debtors’ professionals
from other pressing matters. On the other hand, Movant has sustained serious injuries
and is prejudiced by the inability to pursue legal redress.

To the extent that they apply. the remaining Curtis factors weigh in favor of
immediate stay-relief. The State Court Action will completely resolve the issues
(factor one); the State Court is a the tribunal best suited to hear the Movant’s claims
(factor three); and lifting the stay would result in a more expeditious determination of
the State Court Action (factor ten). Nonetheless, these factors are outweighed by the
harm that immediate stay-relief would impose upon the Debtors.

As noted, the Curtis factors are not the exclusive guideposts for assessing the
appropriateness of stay-relief. Particularly relevant to this case is the reasoning of
Sumitomo Trust & Banking Co. v. Grand Rapids Hotel, L.P., 140 B.R. 643, 700
(Bankr. W.D. Mich. 1992), wherein the court held:

[1]f the relief from stay is requested at the early stages of the bankruptcy case,
the

burden upon the debtor is less stringent. But, if relief from stay is requested

later in the case, the debtor’s showing is closely scrutinized.
Sumitomi Trust, 140 B.R. at 700. See also Chrysler LLC v. Plastech Engineered
Prods., Inc., 382 B.R. 90, 109 (Bankr. E.D. Mich. 2008) ("The longer the case goes
on, the more the analysis may change and the balance of competing interests may
compel a different result.").

Movant’s attempts to distinguish Sumitomi Trust and Plastech Engineered Prods.
are unavailing. Movant notes that Sumitomo Trust addressed stay-relief under §362(d)
(2)(B), whereas the present Motion was filed under §362(d)(1). That is a distinction
without a difference. Movant notes that the facts of Plastech Engineered Prods. were
considerably different from the facts of this case. Those differences are immaterial.
Plastech Engineered Prods. stands for the general proposition that at the outset of the
case, a stay-relief motion should be closely scrutinized to further the Bankruptcy
Code’s objective of providing debtors breathing space to reorganize. That general
proposition is valid regardless of the type of business that the debtor conducts.

Having considered the applicable Curtis factors and the principles set forth in
Sumitomo Trust and Plastech Engineered Prods., the Court finds that Movant is
entitled to stay-relief, effective as of January 15, 2019. This result gives the Debtors
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some breathing space to achieve their objectives, while at the same time delaying
Movant’s ability to proceed with the State Court Action by only two months.

I11. Conclusion

Based upon the foregoing, the Motion is GRANTED; however, the order granting
the Motion shall not take effect until January 15, 2019. Movants shall submit an
order, incorporating this tentative ruling by reference, within seven days of the
hearing. [Note 1]

No appearance is required if submitting on the court’s tentative ruling. If you
intend to submit on the tentative ruling, please contact Jessica Vogel or Daniel Koontz
at 213-894-1522. If you intend to contest the tentative ruling and appear, please
first contact opposing counsel to inform them of your intention to do so. Should
an opposing party file a late opposition or appear at the hearing, the court will
determine whether further hearing is required. If you wish to make a telephonic
appearance, contact Court Call at 888-882-6878, no later than one hour before the
hearing.

Note 1

To ensure that the Debtors have the opportunity to review Movants’ proposed
order as to form, Movants shall either (a) submit a Notice of Lodgment of the
proposed order in accordance with the procedure set forth in Local Bankruptcy Rule
9021-1(b)(3)(A) or, in the alternative, shall (b) obtain Debtors’ endorsement as to the
form of the proposed order pursuant to the procedure set forth in Local Bankruptcy
Rule 9021-1(b)(3)(C).

Party Information

Debtor(s):

Verity Health System of California, Represented By
Samuel R Maizel
John A Moe 11
Tania M Moyron
Claude D Montgomery
Sam J Alberts
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Debtor and Debtor In Possession.

Affects All Debtors

[0 Affects Verity Health System of California, Inc.

O Affects O’Connor Hospital

[0 Affects Saint Louise Regional Hospital

O Affects St. Francis Medical Center

O Affects St. Vincent Medical Center

O Affects Seton Medical Center

[ Affects O’Connor Hospital Foundation

[ Affects Saint Louise Regional Hospital Foundation

[ Affects St. Francis Medical Center of Lynwood Medical
Foundation

O Affects St. Vincent Foundation

O Affects St. Vincent Dialysis Center, Inc.

O Affects Seton Medical Center Foundation

O Affects Verity Business Services

O Affects Verity Medical Foundation

[ Affects Verity Holdings, LLC

[ Affects De Paul Ventures, LLC

[ Affects De Paul Ventures - San Jose Dialysis, LLC
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Chapter 11 Cases
Hon. Judge Ernest M. Robles

PROPOSED} ORDER GRANTING MOVANT’S
MOTION FOR RELIEF FROM THE
AUTOMATIC STAY UNDER 11 U.S.C § 362

[Relates to Docket No. 582]

Hearing:
Date: November 7, 2018

Time: 10:00 am Pacific

Place: United States Bankruptcy Court
Courtroom 1568, 255 East Temple
Street
Los Angeles, CA 90012

[PROPOSED] ORDER GRANTING MOVANT’S MOTION FOR RELIEF FROM THE AUTOMATIC STAY UNDER 11 U.S.C § 362
-1-
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The Court, having read and considered the Movant’s Motion for Relief from Stay Under 11

U.S.C § 362 [Docket No. 582] (the “Motion”), dated October 17, 2018; it further appearing that

proper notice of the Motion had been provided. The Motion [Docket No. 582] is unopposed per
the Debtors’ Response to Motion for Relief from the Automatic Stay Filed on Behalf of Noble
Williams [Docket No. 776] and Official Committee of Unsecured Creditors’ Response to Motion
for Relief from Stay (Non-Bankruptcy Forum) Filed by Noble Williams [Docket No. 824].

For the reasons set forth in the Court’s tentative ruling on the Motion {PeeketNo-—5821,
which the Court adopts as its final ruling and which is incorporated herein by reference; and good
cause having been shown,

IT IS HEREBY ORDERED:

1. The Motion is GRANTED pursuant to 11 U.S.C. §362(d)(1).

2. The automatic stay remains in effect with respect to the enforcement of the
judgment against the Debtors or estate property.

3. Movants are permitted to enforce any final judgment only by collecting upon
available insurance in accordance with applicable non-bankruptcy law. Movants shall not pursue
any deficiency claim or any other claim against the Debtors or property of the estates.

4. Movant’s request that the order be binding and effective in any bankruptcy case
commenced by or against the Debtors for a period of 180 days is DENIED.

5. Notwithstanding Federal Rule of Bankruptcy Procedure 4001(a)(3), this Order shall

take effect immediately upon entry.

IT IS SO ORDERED.

[PROPOSED] ORDER GRANTING MOVANT’S MOTION FOR RELIEF FROM THE AUTOMATIC STAY UNDER 11 U.S.C § 362
-2
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Date: November 29, 2018 | ZM/JN/ ME%W

Ernest M. Robles
United States Bankruptcy Judge

[PROPOSED] ORDER GRANTING MOVANT’S MOTION FOR RELIEF FROM THE AUTOMATIC STAY UNDER 11 U.S.C § 362
-3.




