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UNITED STATES DISTRICT COURT

DISTRICT OF NEVADA
SECURITIES AND EXCHANGE CASE NO. 2:20-¢v-02303-RFB-DJA
COMMISSION;
Plaintiff, ORDER AUTHORIZING THE SALE
OF REAL PROPERTY LOCATED AT
Vs, 135 CENTURY AVENUE,

MAPLEWOOD, MINNESOTA 55119
CAPSOURCE, INC., et al. ’

Defendants.

The following Order relates to the sale of the real property located at 135
Century Avenue, Maplewood, Minnesota 55119, with tax identification number
01-28-22-11-0021, and bearing the legal description appended hereto as Exhibit A (the
“Property”).

1. On August 26, 2022, the Court issued its Order Appointing Receiver, in which
the Court appointed Geoff Winkler as receiver of Defendant CapSource, Inc. See ECF No.
17 (“Appointment Order™).

2. JC Minnesota LLC, a Nevada limited liability company (“JC Minnesota” or

“Seller”) operated by Receivership Defendant CapSource, Inc. (“CapSource”), is the owner of
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fee simple title to the real property in Ramsey County, Minnesota known as 135 Century Avenue,
Maplewood, Minnesota 55119, and legally described as parts of Lots 27, 28, and 29, Block 6,
Brower Park, according to the plat thereof, as more fully set forth on Ramsey County Certificate
of Title No. 629784, in the office of the Registrar of Titles in and for Ramsey County, Minnesota
(the “Property”). The property tax identification number for the Property is 01-28-22-11-0021.
The Property is the same “JC Commercial” land identified in ECF Docket Nos. 21 and 48 as a
used car lot in Minneapolis, Minnesota.

3. In or around July 2020, JC Minnesota entered into a Lease Agreement with
Jackson Auto Group LLC (“Jackson Auto”), a Minnesota limited liability company, under which
Jackson Auto agreed to lease the Property for a minimum term of five (5) years with two options
to renew (the “Lease Agreement”). The Lease Agreement also provides Jackson Auto, and/or its
assigns, the Right of First Refusal on the purchase of the Property.

4. As of the date of this Order, Jackson Auto remains at the Property as a tenant undet
the Lease Agreement.

5. Jackson Auto is an affiliate of Jackson Land Holdings LLC (“Jackson Land” or
“Buyer”), a Minnesota limited liability company, who has agreed to purchase the Property with
good and marketable title subject to this Court’s approval of a purchase agreement related to the
same.

6. In the Appointment Order, the Court took “exclusive jurisdiction and possession
of the assets, of whatever kind and wherever situated, of CapSource Inc. (“Receivership
Defendant”).” See Appointment Order q 1. These assets necessarily included all of Receivership
Defendant’s right, title, and interest in and to JC Minnesota, including its sole and exclusive right
to manage the affairs of CapSource. See also Appointment Order 46(A) (defining “Receivership
Property” to include “all property interests of Receivership Defendant, including . . . lands,
premises, leases ... of whatever kind, which the Receivership Defendant own[s], possess[es],
ha[s] a beneficial interest in, or control[s] directly or indirectly . . .”)

7. Indeed, among other things, the Appointment Order dismissed the directors,

officers, and managers of Receivership Defendant, and provided the Receiver with all “powers
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authorities, rights and privileges heretofore possessed by the officers, directors, managers” of
Receivership Defendant, pursuant to 28 U.S.C. §§ 754, 959 and 1692, and Fed.R.Civ.P. 66. See
Appointment Order 99 3-6. Pursuant to Article 5 of the Operating Agreement of JC Minnesota,
the manager of the Nevada limited liability company is CapSource, Inc., and the Receiver thus
acquired control of JC Minnesota by way of the Appointment Order. See Ex. B, Operating
Agreement, 99 5.2.

8. The Appointment Order requires the Receiver to take custody, control and
possession of all Receivership Property (which includes the Property), and to use the Receivership
Property for the benefit of the Receivership Estates. See Appointment Order § 6. As such, and
in furtherance of his obligations under the Appointment Order, the Receiver has identified
Jackson Land as the Buyer for the Property that will maximize the benefit to the Estate, based on
the information known to the Receiver, and has worked to finalize a purchase agreement subject
to Court approval.

0. Buyer has agreed to purchase the Property for $650,000 in accordance with the
terms of a Real Estate Purchase and Sale Agreement, dated February 13, 2024, and any addenda
thereto (the “Purchase Agreement”), a copy of which is attached hereto as Exhibit C. Pursuant
to the Purchase Agreement, Buyer has deposited $20,000.00 into an escrow account established
at Stewart Title Company (the “Escrow”), to be held in accordance with an Escrow Agreement
regarding the same.

10. The Receiver and Buyer agree and acknowledge that all net proceeds after closing
costs of the foregoing sale shall be transmitted from Escrow to the Receiver, via wire transfer,
immediately upon the closing of the sale of the Property. It is anticipated that the sale will closg
within 30 days of the Court’s approval of this Order.

11. The Receiver has determined, in his reasonable business judgment, that Buyer’s
offer represents a fair market value for the Property given its current condition, the Receiver’s
review of similar properties in the area, and a valuation provided by a broker.

12. The Receiver acknowledges that the amount received from the proposed sale will

result in a shortfall to investors. The estimated closing costs and buyer credits related to the




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

transaction are $27,000 which will result in $623,000 in funds for the Receivership Estate and a
short fall of $500,000. However, the original loan entered by CapSource was for an amount
substantially higher than the value of the Property, making it nearly impossible for the loan to
have performed as investors were promised. Additionally, the current lease on the property is
below market value and includes the option for the current tenant (and proposed buyer) to extend
the lease until 2035, and a right of first refusal to purchase the Property. Given the contrast
between the property value and the income generated by the lease, it is unlikely another buyer
will be forthcoming. Moreover, the carrying costs of the property and additional repairs that will
likely be required do not justify the Receiver retaining the property long term as doing so will
further drain receivership resources.

13. The Receiver is seeking to close the sale via stipulation in lieu o
soliciting overbids and filing a separate sale motion as contemplated by the August 2,
2023, order establishing the procedure for sales of real property because of the unique aspects
of the Property and Buyer’s relation thereto. As noted above, Buyer, by way of its affiliate
entity Jackson Auto, is the current tenant at the Property wherein Buyer operates its business, an
automotive dealership. In the Receiver’s reasonable business judgment, entering into the
Purchase Agreement with the current tenant of the Property represents the best opportunity to
maximize the Receivership’s return on the sale of the Property. As reflected by the terms of
the Purchase Agreement, Buyer, as the current tenant of the Property, is acutely aware of, and
generally accepts, the condition of the Property, thereby minimizing any potential delays
from inspections, requested repairs, or other contingencies that may arise in a transaction with
an unrelated third party, each of which may or may not disrupt any potential sale. Moreover,
Buyer has indicated a desire to close as soon as practicable after this Court’s approval of the
Purchase Agreement and has funding in place to immediately do so. Notably, due to the
changing interest rate environment, buyers funding mechanism will expire on June 30,
2024, thus furthering the need for an expedited process to facilitate the sale.

14.  Moving forward in this manner will also minimize Receivership efforts and

maximize the ability of the Receiver to efficiently recover assets of the Receivership Estate. The
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result is that the Receiver believes an approval of the sale of the Property, via stipulation,
serves the best interests of the Receivership Estate and will generate more net cash flow than if]
the Property were to be presented through overbid procedures within the strict parameters of 28
U.S.C. § 2002.

15.  Accordingly, in light of the unique facts and circumstances surrounding the
Property as set forth herein, the Commission and the Receiver each believe this Stipulation is
necessary and in the best interest of all parties and the Estate and therefore request the Court’s
approval to proceed with the transfer by the Receiver to the Buyer of a fee simple interest in the
Property at closing, as contemplated in the Purchase Agreement, see Ex. C at q 5(a), with good
and marketable title, insurable except to the extent of any “Permitted Encumbrances,” as defined

in the Purchase Agreement.

Dated this 4th day of June, 2024
GREENBERG TRAURIG, LLP

/57 KyleA. Ewing

KARA B. HENDRICKS,

Nevada Bar No. 07743

KYLE A. EWING

Nevada Bar No 14051

CHRISTIAN T. SPAULDING
Nevada Bar No. 14277

10845 Griffith Peak Drive, Suite 600
Las Vegas, Nevada 89135

Attorneys for Receiver Geoff Winkler

Dated this 4th day of June, 2024

SECURITIES & EXCHANGE
COMMISSION

/s/ Tervy Miller

TERRY MILLER
Colorado Bar No. 39007
1961 Stout Street

Suite 1700

Denver, Colorado 80294
Email: millerte@sec.gov

Attorneys for Plaintiffs Securities and
Exchange Commission

IT IS SO ORDERED.

HFs-

UNITED STATES DISTRICT COURT JUDGE

June 6, 2024
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EXHIBIT "A"
LEGAL DESCRIPTION

That part of Lot 27, Block 6, Brower Park, Ramsey County, Minnesota, described as follows: Beginning at the
Northeast corner of Lot 27; thence West along the Northerly line of Lot 27, 70 feet to a point; thence South in a straight
line to the Southwest corner of Lot 29; thence Northeasterly along the Easterly line of Lot 27 to the point of beginning,

Lot 28, Block 6, Brower Park, Ramsey County, Minnesota, which lies southwesterly of a line run parallel with and
distant 50 feet Southwesterly of the following described line: From a point on the East line of Section 1, Township 28
North, Range 22 West, distant 125 feet South of the Northeast corner thereof, run Westerly at an angle of 90 degrees
13" with said East section line (when measured from South to West) for 348.43 feet; thence deflect to the left at an
angle of 109 degrees 45' 53" for 746.20 feet to the point of beginning of the line to be described; thence deflect to the
right on a 4 degree 00' curve (delta angle 19 degrees 33' 50") for 489.1 feet and there terminating.

Lot 29, Block 6, Brower Park, Ramsey County, Minnesota, which lies Southwesterly of a line run parallel with and
distant 50 feet Southwesterly of the following described line: from a point on the East line of Section 1, Township 28
North, Range 22 West, distant 125 feet South of the Northeast corner thereof, run Westerly at an angle of 90 degrees
13' with said East section line (when measured from South to West) for 348.43 feet; thence deflect to the left at an
angle of 109 degrees 45' 53" for 746.2 feet to the point of beginning of the line to be described; thence deflect to the
right on a 4 degrees 00' curve (delta angle 19 degrees 33' 50") for 489.1 feet and there terminating.

Torrens Property
Certificate of Title No. 629784
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OPERATING AGREEMENT
OF
JC MINNESOTA, LLC

A Nevada Limited Liability Company

Dated April 09. 2019
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JC MINNESOTA., LL.C

OPERATING AGREEMENT

The persons and entities whose signatures are attached to this document (following page
21), as Members of JC MINNESOTA, LLC ("Limited Liability Company" or “Company”), enter
into this Operating Agreement ("Agreement") on April 09, 2019 (“Effective Date”):

ARTICLE1 FORMATION AND PURPOSE OF LIMITED LIABILITY COMPANY
This Article addresses basic Company formation issues.

1.1 Formation of Limited Liability Company.

a. The parties to this Agreement agree to become Members and to form a
Limited Liability Company pursuant to Nevada Revised Statutes (“NRS”) Chapter 86.

b. Except as expressly modified in this Agreement, NRS Chapter 86 governs
the Member’s rights and duties, and the Company’s administration and termination.

1.2 Limited Liability Company Name. The Company’s Name is JC MINNESOTA,
LIC

1.3 Company’s Purpose and Scope.

a. The Company’s organizational purpose is to engage in and do any lawful
act concerning all lawful business, other than banking or insurance, for which a Company may be
organized.

b. The Company’s primary purpose is to own and manage second trust
deed recorded against Real Property located in Ramsey County, Minnesota, parcel number 01-
28-22-11-0021. This Agreement does not prohibit any Member, individually, as a separate
entity apart from the Company, to conduct any business or activity.

1.4 Articles of Organization. The Members have executed Articles of Organization
(“Articles”). The Company’s Organizer filed and recorded the Articles with the Nevada Secretary
of State’s office on April 09, 2019. The Members shall execute, acknowledge, file, record
and/or publish, all other documents legally required for the Company’s formation, preservation
and operation.

1.5 Records Office.

a. The Company shall maintain its Records Office, as required by NRS
86.241, at Koch & Scow, LLC 11500 So. Eastern Avenue, Suite 210 Henderson, NV 89052.
The Company shall keep at its Records Office the following:



1) A current list of each Member’s and Manager’s full name and last known business address,
separately identifying the Members, identifying any Member class, and the Managers in
alphabetical order;

2) A copy of the filed Articles of Organization and all amendments, together with executed
copies of any powers of attorney pursuant; and

3) A current copy of the Company Operating Agreement.

b. Any Member, at that Member’s own expense, may inspect and copy all
records kept pursuant to this section during ordinary business hours.

c. The Company may keep records specified in this Section in electronic form.

1.6  Resident Agent. The Resident Agent’s name and address for service of process is
Koch & Scow, LLC, 11500 So. Eastern Avenue, Suite 210 Henderson, NV 89052.

1.7 Term of Limited Liability Company. The Company will exist perpetually or until
a Liquidating Event, as described in Article 8, occurs.

1.8 Title. The Company shall hold title to its property and assets in its own name or
the Company may hold title to property in the name of a Member if necessary to obtain financing
or for other reasonable business purpose.

1.9  Definitions - General. Capitalized words and phrases used in this Agreement
have the following meanings:

1) "Contribution" means any property a Member transfers to or any service the Member
performs for the Company in connection with that Member's Interest;

2) "Member" means the owner of an interest in the Company, regardless of any class
distinctions;
3) "Member's Interest" means his share of voting or nonvoting interests in the Limited

Liability Company, and distributions of assets;

4) "Depreciation" means, for each fiscal year or other period, an amount equal to the
depreciation, amortization or other cost recovery deduction allowable with respect to an
asset for such year or other period;

5) "Code" means the Internal Revenue Code of 1986;

0) "Profits" and "Losses" mean, for each fiscal year, the Company's taxable income or loss as
determined under the appropriate IRS Code provisions, with the following adjustments:



D)

i)

All items of income, gain, loss or disallowed and any items required to be
separately stated is to be included in taxable income or loss;

Company’s tax exempt income not otherwise taken into account in computing
Profits or Losses under to this section is to be added to the Company’s taxable
income or loss;

7) "Regulations" mean the income tax regulations promulgated under the Code;

8) "Interest" means an ownership interest in the Company including any benefits provided to
the holder by this Agreement, together with any obligations imposed on that holder; and

9) "Distribution Interest" means a Member’s share of the economic interests in the Company,

including profits and losses.

10)  "Gross Asset Value" means, with respect to any asset, the asset's adjusted basis for federal

income tax purposes, except as follows:

0y

i)

The initial Gross Asset Value of any asset contributed by a Member to the
Limited Liability Company is the gross fair market value of such asset, as
determined by the contributing Member and the Manager;

The Manager shall adjust the Gross Asset Values of all Limited Liability
Company assets equal their respective gross fair market values, as determined
by the Manager whenever a Member acquires additional Membership Interest
or a distribution is made to a Member; and

iii) The Gross Asset Value of any Company asset distributed to a Member is the

gross fair market value of such asset on the date of distribution.

11)  "Capital Account" means, with respect to any Member a capital account maintained as

follows:

)

a Member’s account increases by that Member’s Capital Contributions, the
Member’s distributive share of income or gain that are attributable or specially
allocated pursuant to Article 3 to that Member, and Company liabilities
assumed by that Member or that are secured by any Company property
distributed to that Member; and

a Member’s account decreases by the Gross Asset Value of any property
distributed to that Member, the Member’s distributive share of loss attributable
or specially allocated pursuant to Article 3 to that Member, and of that
Member’s liabilities that the Company assumes or are attached to property that
Member contributes to the Company.



ARTICLE2 COMPANY CAPITALIZATION AND FINANCING

This Article discusses the Members’ investment into the Company. Any fund or asset
invested into the Company is either a Capital Contribution or a loan. This Article specifies
restrictions on the addition and reduction of Capital Contributions.

2.1 Initial Capital Contribution.  The initial capital contributions and percentage
interests of each Member are set forth in Exhibit "A".

2.2 Additional Capital Contribution by Members.

a. Except as this Agreement provides in Article 8 or in this section, the
Company shall not require any member to make additional contributions to the Company's capital.
Manager, with at least 51% approval of the Voting Membership Interest, may request additional
capital contributions from Members, in proportion to their Membership Interests, if necessary to
meet the Company’s obligations. This request is a “Capital Call”.

b. If any Member does not pay that Member’s entire share of the Capital Call
by the 30th day after the Capital Call is made, Manager shall assess a 18% per year delinquency
fee against that Member on the unpaid balance from the date of the call (this fee “Capital Call
Delinquency Fee”) and charge the Capital Call Delinquency Fee against any future distributions
of proceeds to the delinquent Member.

2.3 Return of Contributions. Except as provided in Article 8, each Member may only
look to the Company’s assets for return of that Member's capital contributions. If the assets of the
Company are insufficient to return such capital contributions, that Member has no recourse against
any other Member for that purpose.

24  No Right to Withdraw Capital. No Member may withdraw any part of its capital
contribution or receive any capital distributions from the Company except upon the Company’s
dissolution as this Agreement specifically provides.

2.5 Loans to Limited Liability Company.

a. If any Member becomes delinquent due to failure to pay its share of a
Capital Call, Manager may solicit loans from any other Members up to the aggregate amount of
the unmet Capital Call.

b. If a Member makes a loan to the Company due to other Members’
delinquent Capital Contributions, these Loans constitute a Priority Return to the lending Member
or Members that are covering the Delinquent Member’s portion of their Capital Contribution
including interest to the Member or Members. "Priority Return" in this context means that Lending
Member or Members receive the Delinquent Member's share of profits, capital gains, or refinance
proceeds until the Lending Members' loans are fully satisfied. Once these Loans are fully satisfied,
the Delinquent Member may be deemed no longer delinquent and receive its proportionate share
of any distributions.




& Company shall repay such Member loans with 18% interest earned from the
Capital Call Delinquency Fee charged against delinquent Members.

d. Member loans do not increase the lending Member’s capital, and do not
entitle the lending Member to an increased share of the Company’s income, distributions or voting
rights.

ARTICLE 3 PROFITS AND LOSSES; DISTRIBUTIONS

This Article discusses how the Company will allocate profits and losses among its
Members.

3.1 Interest in Profits and Losses. Except as provided in Section 3.7, the Manager shall
allocate the Company's profits and losses in proportion to the Members' respective Distribution
Interests as set forth in Exhibit “B”.

3.2 Determination of Net Income and Net Losses. The Manager shall determine the
Company's profits or losses for each fiscal year as soon as practicable after the close of that fiscal
year.

33 Proration Due to Transfer of Membership Interest. If a Member transfers any of its
Member's Interest pursuant to Article 7, the Manager shall prorate the Company’s net profit or net
loss allocable to that transferred interest between the transferor and the transferee for the fiscal
year that transfer occurs based on the number of days that each owned their interest during that
fiscal year.

3.4 Tax, Allocations and Reports.

a. Unless the Manager decides otherwise, the Company shall use the tax
depreciation method which will result in the largest deduction each year.

b. The Manager shall prepare, or cause to be prepared, in a timely manner, all
legally required tax returns on the Company’s behalf. The Company shall bear the preparation
costs of these returns.

3.5 Limited Liability Company Expenses. = The Company shall pay all Manager
approved Company expenses from the Company’s funds. These expenses include legal fees,
accounting fees, marketing fees, promotional fees, consulting fees and other similar expenses
reasonably incurred in connection with the Company’s organization and operation.

3.6 Tax Allocations: Code Section 704(c). The Manager shall make any elections or
other decisions relating to allocations under Code Section 704(c) and the applicable Regulations
in a manner that reasonably reflects the purpose and intention of this Agreement. Such allocations
are solely for purposes of federal, state and local taxes and do not affect, or in any way be taken
into account in computing, any Member's Capital Account or share of Profits, Losses, other items
or distributions pursuant to any provision of this Agreement.




