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Accounting Settlement Agreement

This Accounting Settlement Agreement is entered into thislÍk^yof March
2011, between ML Manager L.L.C., an Arizona Lirnited Liability Cornpany ("Manager")
and Sternberg Enterprises Prof,rt Sharing Plan ("Stenrberg").

Background

A. Effective December 21,20a4 sternberg and Morlgages Ltd. Inc., ("ML") enterecl
into a Master Agency Agreement, as amended. ("sternberg's Agency Agreement")
rvhereby ML became Sternberg's agent rvith rights and obligations with regard to the
management ot, among other things, the Sternberg Loans described below. Sternberg's
Agency Agreement contained provisions that were specifrcally negotiated by Stemberg
and unique because they did not appear in other ML agency agreements. Stemberg's
agellcy Agreement included a right to terminate the agency relationship after giving
notice
B. stenrberg has interests in tlrree ML created loans. They are: (a) a 0.95?4%
interest in the Citms 278 LLC loan, (b) a 1.3598% interest in the Foothills Plaza IV LLC
loan and (c) a2.4244% interest in the Northem 120 LLC loan ("Coilectively the
"sternberg Loans"). The borrowers in such loans have defaulted in making paSrments
and each of the loans is subject to a Chapter 11 Bankmptcy proceeding.

C. Itr June 2008, ML entered into bankruptcy proeeedings captioned In re Mortgages
r¡rl, case No. 2:08-bk-07465-RJH (the "Bankruptcy'). In May 2009, a plan of
reotganization for ML (the "Plan") rvas confinned in the Barrkruptcy. Pursuant to the
Plan and an assignment document, Manager, among other things, became assignee of the
Stemberg Agency Ag'eement and of ML's riglrts and obligations as agent for Stemberg.
Similarly, Manager became the agent tbr other investors' interests in the Sternberg Loans
and other loans, and the manager of new entities knorvn as a "Loan LLC" that was
established for each of the Sternberg Loans as well as the other loans managed by ML.

D. Subsequent to the confirmation of the Plan, Manager had legal disputes lvith some
ML investors including some investors who did roi lransfer their ML loan interests into
Loan L.L.C.'S. Manager teceived court rulings regarding many of the disputes that were
favorable to its position and in some cases fhe rulings rvere appealed.. One such appeal is
frotn a ruling on a Motion for Clarification filed by a group identified as the Rev Op
Group. stemberg participated in such appeal. such appeal is identified as the
"CIadfication Appeal".

E. Stemberg has tetminated the Sternberg Agency Agreernent effective February 7,
2010. Such termination is recognized by Manager and the Bankrurptcy Courts pursuant to
Stipulated Orders in the three bomower Bankruptcies referred to above. Pursuant to such
orders Stemberg, not Manager, has the sole authority to appear in any proceeding or
otherwise deal with respect to Stemberg's interest in any loan originated by ML.
F. Manager prepared and obtained court approval in the Bankruptcy of an allocatio¡
moclel, (the "Allocation Model") to be used rvith regard to the disbursement of borower
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palments and proceeds from or the sale of collateral of ceffain ML loans. Such model is
intended to ltave general applicability to all investors. The moclel as approved is sulrject
to change if an appeal such as the Clarifrcation Appeal or any other appeal is granted, in
u'hole or in paft.

G. The Bankruptcy Court reservecl decision as to the applicability of the Allocation
lvloclel to Stentbelg because of the uuiqne issues presented as a result of a February 7,
2010 agency temrination and the applicable contractual provision tenninating agent's
rights past the temrination clate. Manager and Ster:rberg have agreed to resolrre the
specific accoulttirlg issues related to the tennination of the agency, and sorne but not all
issues related to thc co-ownelship of the Sternberg Loans lvith no a-qency relationship,
ivhich agreetnent is set forth belovi,.

Agreements

l. Stenrberg shall pay the sum of S I 8,952.94.in fult payment of all arnounts due
through the tennination of the Stemberg Agency Agreernent. This includes Sternberg's
share of claimecl general costs, exit financing costs, exit financing interest and specific
costs fo¡ the Loans through February 7,2010. Such payrnent shall be made withir-r 30
days after the entry of a Court Orcler approving this Settlernent agreement.

2. The payrnent set forth ìn paragraph I above is derived fiom Exhibit A attached
het'eto and Erliibits I tlu'ougii 9 prepared by Sirnon Consulting LLC. irritialecl and in the
possession of each of the parties. Such Exhibits list all the costs through Febnrary 7,2010
and Stemberg share thereof (the "stemberg Caiculation'). The parlies acknor.r'ledge that
such costs include, among others. those general costs that should be paid by the
L.icluidating Trust created pulsuant to the Plan and Manager intends to seek
leimbursement for such costs to the extent tlie Liquidating Trust obtains 1ìrnds. If ancl
when geueral costs or other re\¡elÌues are reco\¿ered fronr the Liquiclating Trust or other
sources ancl to the exterrt such costs w,ere included in the Stembcrg Calculation. Manager
agr"ees to retum to Ster:nberg its share thereof (.09555% of the total) as set forth in Exhibit
A,

3. Stemberg has filerl an objection to tlre Allocatio¡r lvlodel and with the excepfion of
the issues related to the agency termination, the court has overruled the objection.
Sternberg agrees tirat it r.vill not frle a neu' appeal concerning the issues related to tlie
approved allocation mociel. Holever, if as a result of any appeliate decision or the
settlement of the issues relatecl thereto, whether or not Sternberg parlicipatecl, it is
determined or agreed- that some or all oIthe genelal costs, exit financing costs or exit
tinancing interest slior¡lcl not have been chargeci to pass through investors who retained
their direct loau interests, and such costs u,ere included in the Stemberg Calculation, then
lvfanager agrees to retnrn to Stemberg its share (.09555% of the total) cf the ovelcharge
in the same ¡naruler as set fofih in paragrapir 2 above.
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4 Sternberg will pay Sternberg's Share of specifìc direct costs for the Sternberg
Loans incumecl after Febnrary 7, ?010 as follows: (a) the agreed upou amount of
Sternberg share of the specifrc direct costs from February 7 " 2010 through the effective
date of this agreement ( the " Existing Loan Specific Costs "). is Three Hundred Dollars
(5300.00). Ster:nberg rvill pay such sum in the saffre manner as set forth in paragraph l.
(b) Sternberg shall not pay f'or General Costs and Expenses, as clescribe<l in Exhibit A,
incurred afte Febnrary 7,2010. (c) Subject to paragraphs 5 and 6 of this agreement.
Sternberg will pay Sternberg's Share of Loan Specific Direct Costs that the parties
reasonably agree benefit Stemberg. Stemberg Agrees that Loan Specific Direct Costs
that benefit Stet'rtberg includes Trustee's Fees and Title Costs incumed to complete a

Trustee's sale rvith respect to the collatelal of the loans. Sternberg will rnanage its orvn
interests anci therefore Sternberg need not pay for services renderecl or; fees paid or
proposed to be charged by Manager (or any one else) i'or etTorts or services concerning
any Sternberg Loan that Stemberg c¿¡lr provide f'ol itself or which rvere rendered or
proviclecl to accoltìplish a resr"rlt that is contrary to Sternberg's desires or goals.
"Stenrberg's Share" is hereby defineti to be 0.9524% of Citrus 278 LLC Loan, 1.3598%
for the Foothills Plaza IV LLC loan and2.4?44o/o for tlre Norther¡ 120 LLC loan.

5 With respect to each of the three Stemberg Loans, Sternberg may elect to
parlicipate rvith il{anager in guarautor litigation and receive Ster:rbelg's Share of any
recovely. Sternberg has elected tcl participate with respect to the Foothills Plaza LLC
lo¿tn. Il it does participate, it rvill pay Ster:rberg's Share of the direct costs of such
lìtigation such as, court costs, fbrensic accounting. litigation expenses, ,witness fees an<l
other direct litigation expenses that the parties reasonably agree is beneficial to Steniberg.
Stenrberg may elect to withclraw from such litigation and limit its payment to the periocl
that it participated. Manager's counsel u,ill not represent Sternbelg becanse of ethical
considerations and therefore Ster:nberg rvill represent ìtself or obtain its own legal
rcpresentation. Each party will be responsible for its own legal tèes. Stemberg rvill not be
responsíble for any other guarantor litigation costs. If Sternberg participates it shall
accept the decision of lvfanager regarding the litigation settlement amount. Manager shall
fimely provide Stemberg rvith all inf<rrmation available to Manager conceming the
collectability of a claim or jr"tdgment against the applicable guarantor.

6. Stemberg shall pay its share of past, cunent and future property tax. Such
paynents ivill be made concurrently with ùIanager's corresponding payrnent of property
tax so that neithel party will have made a paynent and still h¿r..e their interest in the real
property subject to an ap¡:licable tax lien.

7. The Sternberg Loans are subject to bonar.ver bankruptcy proceedings and
negotiations betrveen some of the debtors ancl Manager is ongoing, If any loan
bankruptcy is concluded and the completion of the Trustee's Sale procedure is pennittecl-
Manager and Sternberg shall instruct the Trustee to complete the trustee's sale and to
make a coorclinated creclit bicl sutficiently high to acquire title to the real property
collateral. . Manager shall seek Stemberg's consent to accept a caslr bicl of 75% or less
of the alnollnt curretttly due and orving. Stemberg does hereby agree to accept a cash bicl
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that is more than 75% of the affrourlt culrently due and owing at the time of the trr¡stee's
sale,

I The parties agree use their best efforts to obtain a Bankruptcy courl order
approving this accounting settlernent agrecment. If atier request therefore such approval
is denied this agreernent shall be deemecl cancelled.

9. If thele is a dispute as to the interpretation of or perf<lnnance uncler tilis
agreemellt; the parties will submii their dispute fbr resolution by arbihation as follows:
(a) This arbitlation shall be resolvecl by one arbitrator selected by the Parties as proi,ided
herein ("Arbitrator"). (b)To select the pelson who u.ill act as an Arbitrator for this
matter, the parlies shall each subrnit three names of persons rvho such party represents
wcluld be suitable arxl acceptable to that party as an Arbitrator. (c) Along i.vith the name
of the ¡rr-oposed Arbitrator each party rvill also provicle the acldress, resumes, hourlS. ç¡¡

daily rates or other methocl of compensation, ancl any knowrr connections. relationships or
previous involvement, with or between the proposed Arbitrator and a party or its legal
couusel. (d) The paties shall then atternpt to agree on the person to act as the Ar-bitrator
for this Arbitration. The selection mây be from the lists submitted by the parties ol-some
other person mutually ageed betrveen the parties, but in no event, shall a person be
selected to serve as an Arbitrator rvithout making the required disclosures r. (e) In the
event that the parties cannot agree upon the selection of an Arbitratol from the lists
rvithin five clays frorn tlte date of this agreement, the parties shall submit three adclitional
names ancl tlie process provicled above shall be reco¡nmenced. (c) Unless otherrvise
agreed itpon by the parties the procedures f'or coriducting the arbitration lreariugs and any
other preliminary maters rvill be established using the Rules of Commercial Arbitratiou
then in existence as published by the American Arbitration Association. (d) hr reaching
his ot her decision the Arbitrator shall apply Arizona law. (e).The Artitrator's decision
and arvard shall be final and binciing on and may not be appealecl by the parties. (e)
[1]The Artitrator shall be impartial and indepenclent. [2] To insure irnpartiality, within
five days afier notit'rcation of appoinfrnent, the selected arbitrator shall submit to both
parlies a disclositre, in rvriting of any circumstances likely to give rise to doubts as to the
Albit¡:ator's irnpartiality or independence or rvhich could raise any appearance of such.
The disclosure shall certrifu that there are tlo other connections or relationships betlveen
the Arbitrator and the parties or their respective legal counsel and no other cilcumstances
aff-ecting the Arbitrator's irnpar-tiality or appearance of the same.[3] The ciuty of
disclosure shall be a continuing one. If a fact becornes known or recalled by a party or the
Arbitrator after his orher selection that rvouid have, if knorvn required to be dìsclosecl as
provided herein, the ¡\r'bitrator or party shall make prorltpt disclosru'e of that fact. Once
disclosed, the party at'tbcted shall have twenty tbur hours to state an objection.f4] If an
objection is stated in good faith, the Arbitratiori shall immecliately cease and tlie process
for selection of an Albitrator as provided herein shall recommence.

l0 This Agreement constitutes the entire agreemetlt berrveen the parties ancl shall not be
modified or alneuded except in a rvritfen document signecl by the parÍies heretô. Time is of the
essellce of this Agreemettt and all provisions, obligations and conditi.o¡rs thereof. This agreenient
shall be cleened to be drafted by both parties hereto. This A*ereement shall be gor.emed by. and
construed ancl enforced in accorclance rvith, the sr.rbstantive larvs of the Stafe of Arizona.
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11 If there is any litigatio¡r betrveen the parties to enforce or interpret any provisions hereof
or rights arising under this Agreement, fhe losing party in such litigation, as determined by the
courl, shall pay to the prevailing party, as detennined by the court, all costs and expenses,
including without linritation, reasonable attomeys' f'ees incurred by the prevailing party, such fees
to be deterrnined by the court sitting rvithout a jury.

Tlris agreernent is executecl by the parties eff'ective the clate clescribed above.

Enterprises Profit Sluring Plan
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ML Manager, LLC
Investor Sheldon Stemberg Allost€d Costs through February 7, 2010

Total Cosfs St€mberg Sharing
thmugþ2fillO Rado [fl

Stembery Share of
Cost tt¡ough2lTllÚ

General Costs and Expenses:
ML M¡nager, LLC General Costs:

Board Compensdion
D&O Insurmce
Legal - Goreral
Opaating Expenses
Professional - Accounting¡
Professional - Consultants

Total ML Manager, LLC Geneml Costs
ML Servicing Co., Inc. General Costs:

Èluman Resou¡ces
r5€neral md Admi¡isbative
Èoperty & Legal - Liquidating Trust
Banlcuptcy/Claim

Total ML Sewicing Co., Inc. Geneml Costs
Pre Plan Confirmation Expenses

ML Liquíd¡trng Trust - Professional Fees & Administratíve Claíms
Payoffof Statem Working Capital Loæ

Total Pre Plan Confirmation Expenses
Total Geneml Costs

Exit Financing Costs & Interest:
LoaLoan Origination Fee & Lender Costs
Interlnterest on Loan - 6115109 throryh2l7/10

Totsl Exit F¡nancing Cosfs & Interest

Loan Specific Costs
Cifrus 278, LLC Costs:

Income

Legal
MGS Realiw
Operatíng

Title
Trustee Sale

Total Citrus 278, LLC Costs

Foothills Plaza IV, LLC Costs:
Legz)
MGS Realilv
Operatíng

Trustee Sale
Totsl Foothills Plâzâ IV, LLC Cosfs
Northern 120, LLC Cosfs:

Income

Legal

MGS Reality
Operating

Title
ïrustee Sale

Total Nortüern 120, LLC Costs

Total Loan $necific Costs

Totâl Geneml Costs, Exit Financing Cosb ând Inter€st

6,160.15
r.400.00

112.53

s09.29

8,181.97 1.3598o/o 111.26

(7,000.00)

I6,033.00
1,200.00

65.64

800.00

\09.29
11207.93

_______a.z Jg_

$ I9,266,180.90

z.4zMo/o 271.72----------loo'+3-

$ 20,000.00

248.260.30

305,056.69

434,768.90

I 2,s00.0(í

63,881.4d
1,084,467.35

49r"989.28

210.270.25

t45,318.s0
49,780.00

897,358.03

7,654,627.06

s,809.212.80

I3.463,839.86
t5.445-665.24

0.09550/0

0.0955%

0.0955o/o

0.0955%
0.0955o/o

0.0955o/o

I.035_31

856.68

12,853.5 I
14J45.50

t,770.67
1,836.35

---------3þo?'o?-

(7,000.00)

25.þ26.47

1.200.00

1.865.64

900.00

839.29

-_22¡3t7r-
0.9524o/o 217 44

18,952.94

igl Shùi¡s R¡ti6:
?fincíoal Balaæ of I¡æ Psficileting in ML MùÞger C6ts
gÐbeE P¡inciprl BatÐæ of L@ põticiparioû i¡ ML Ma¡agcr Costs
åmôerg Shritrg Rdio of ceùer¡l & Exit Fitrucing Costs & Interet

Princip¡l Balaæ ofcit¡s 27& LLC
Stemb€rB P¡i¡ciDal B¿leæ of Citru 2?8. LLC
Stembsg Shding Rario of CitrN 27E, LtC SEific Csß

Plincipal Ba¡eæ of F@lhills Pla LLC
$emberg Principal Balmæ of F@tüils Pla LI,c
StemberB Shding Ratio of F@thills ptazå, LLC Spæific C6ts

l¡incipâl Balüæ ofNothem l20- LLC
Slemberg Principal Ba.lùæ ofNo¡them t20. LLC
Stemberg Shs¡ing Rdio ofNo¡ñem 120, LLC Specific Csts

s 8m,361,002.05

E50,000.00-----------:ôtr5%

$ 26,250.00t-Èi

250-000,(x¡
O.95Uo/"

$ 25-740-000.0¡.1.

350.000.00

-i:5398%

$ 10-31¿000.00

250,000.00
2.4U4!,6
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