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Item 1.01. Entry into a Material Definitive Agreement.
 
The information set forth below in Item 2.01 is incorporated herein by reference.
 
Item 1.02. Termination of a Material Definitive Agreement.
  
The information set forth below in Item 2.01 is incorporated herein by reference.
 
Item 2.01 Completion of Acquisition or Disposition of Assets.
 
On December 20, 2024, Summit Healthcare REIT, Inc. ("Summit" “we” or the “Company”), our consolidated subsidiary Summit Georgia Holdings LLC
(“Holdco”) and the eight wholly-owned subsidiaries located in Georgia (“GA8 Properties”), entered into a Membership Interest Assignment and Release of
Guaranty Agreements (the “Release Agreements”) with Oxford Finance LLC (“Oxford”), the holder of the second and mezzanine loans, and CIBC Bank
USA (“CIBC”), the senior lender for the first priority loan.
 
As previously disclosed, on March 13, 2024, we received a notice of default from Oxford, dated March 12, 2024, for the mezzanine loan, primarily based on
the non-compliance with certain debt covenants and our continuing failure to make full and timely interest payents, whereby Oxford exercised certain rights,
including, their right to act as attorney-in-fact of Holdco, and appointed an independent manager over the GA8 Properties, thereby removing the Company as
the manager and removing the Company’s voting rights and rights to receive any distributions with respect to such properties. The Oxford notice of default
also constituted an event of default under the GA8 Properties’ second loan with Oxford and the first priority loan with CIBC. As a result of the execution of
the Release Agreements, Summit shall have transferred all of the outstanding membership interests in the Holdco and GA8 Properties to transferee and
obtained the release of all guaranties from all three loans with no further obligations. Summit also concurrently resigned as Manager of Holdco. As of
December 20, 2024, Holdco and GA8 Properties will no longer be included in our consolidated financial statements.
 
Item 9.01 Financial Statements and Exhibits.
 
(b) Unaudited Pro Forma Financial Information.
  
 The following pro forma financial information (unaudited) of the Company, and the related note thereto, after giving effect to the disposal, are

furnished as Exhibit 99.1 to this Current Report on Form 8-K and are incorporated herein by reference:  
  
 Unaudited Pro Forma Condensed Consolidated Balance Sheet as of September 30, 2024.
  
 Unaudited Pro Forma Condensed Consolidated Statements of Operations for the Nine Month Period Ended September 30, 2024 and for the Year

Ended December 31, 2023.
 
Item 9.01 Financial Statements and Exhibits
 
Exhibit 

 No.  Description
   
10.1  Membership Interest Assignment and Release of Guaranty Agreements entered into by Summit Healthcare REIT, Inc., Summit Healthcare

Operating Partnership, L.P. and Oxford Finance LLC, a Delaware limited libility company and CIBC Bank USA, an Illinois banking
corporation, dated December 20, 2024

   
99.1 Unaudited Pro Forma Condensed Consolidated Balance Sheet and Statements of Operations
   
104  Cover Page Interactive Data File (embedded within the Inline XBRL document)
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undersigned, hereunto duly authorized.

 
 SUMMIT HEALTHCARE REIT, INC.

   
 By: /s/ Sharyn I. Grant
 Name: Sharyn I. Grant
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Dated: December 26, 2024 
 

 

 
 

 



 
Exhibit 10.1

 
MEMBERSHIP INTEREST ASSIGNMENT AND RELEASE OF GUARANTY AGREEMENTS

 
This Membership Interest Assignment and Release of Guaranty Agreements (this "Agreement") is dated as of December 20, 2024 (the

"Effective Date"), and is entered into by and among Summit Healthcare Operating Partnership, LP, a Delaware limited partnership ("Transferor"), Adjacent
Intermediate Holdings Inc., a Delaware corporation ("Transferee"), Summit Healthcare REIT, Inc., a Maryland corporation ("Summit REIT"), Oxford
Finance LLC, a Delaware limited liability company (in its individual capacity, "Oxford"), in its capacity as administrative agent for the Junior Lenders (as
defined below) (in such capacity, the "Junior Loan Agent"), Oxford, in its capacity as administrative agent for the Mezzanine Lenders (as defined below)
(in such capacity, the "Mezzanine Loan Agent"), CIBC Bank USA, an Illinois banking corporation (in its individual capacity, "CIBC")"), in its capacity as
administrative agent for the Senior Lenders (as defined below) (in such capacity, the "Senior Loan Agent"), Summit Georgia Holdings LLC, a California
limited liability company ("Holdings"), Summit Calhoun LLC, a Georgia limited liability company ("Calhoun"), Summit Cartersville LLC, a Georgia
limited liability company ("Cartersville"), Summit Chatsworth LLC, a Georgia limited liability company ("Chatsworth"), Summit Decatur LLC, a Georgia
limited liability company ("Decatur"), Summit Fairburn LLC, a Georgia limited liability company ("Fairburn"), Summit Flowery Branch LLC, a Georgia
limited liability company ("Flowery Branch"), Summit Jasper LLC, a Georgia limited liability company ("Jasper") and Summit Stone Mountain LLC, a
Georgia limited liability company ("Stone Mountain", and collectively, with Calhoun, Cartersville, Chatsworth, Decatur, Fairburn, Flowery Branch and
Jasper, the "Subsidiaries").
 

RECITALS
 

A.           Reference is made to that certain Term Loan and Security Agreement (the "Senior Loan Agreement"), dated December 30, 2021,
by and among the Subsidiaries, CIBC and the other financial institutions parties thereto from time to time (collectively, the "Senior Lenders") and Senior
Agent.
 

B.            Reference is made to that certain Subordinated Term Loan and Security Agreement (the "Junior Loan Agreement"), dated
December 30, 2021, by and among the Subsidiaries, Oxford and the other financial institutions parties thereto from time to time (collectively, the "Junior
Lenders") and Junior Loan Agent.
 

C.            Reference is made to that certain Mezzanine Term Loan and Security Agreement (the "Mezzanine Loan Agreement"),
datedOXFORD FINANCE LLC, a Delaware limited liabil December 30, 2021, by and among Holdings, Oxford and the other financial institutions parties
thereto from time to time (collectively, the "Mezzanine Lenders") and Mezzanine Loan Agent.
 

D.            Summit REIT owns, directly or indirectly, 100% of the equity interests in Transferor and is the manager of Transferor and of
Holdings.
 

E.            Transferor is the sole member of Holdings.
 

     



 

 

 
F.            In connection with the Subsidiaries entering into the Senior Loan Agreement and the Junior Loan Agreement and the Transferor

entering into the Mezzanine Loan Agreement, Summit REIT entered into (a) that certain Guaranty and Suretyship Agreement, dated December 30, 2021, in
favor of Senior Loan Agent (the "Senior Loan Guaranty"), (b) that certain Guaranty and Suretyship Agreement, dated December 30, 2021, in favor of
Junior Loan Agent (the "Junior Loan Guaranty") and (c) that certain Guaranty and Suretyship Agreement, dated December 30, 2021, in favor of
Mezzanine Loan Agent (the "Mezzanine Loan Guaranty" and collectively with the Senior Loan Guaranty and the Junior Loan Guaranty, the
"Guaranties").
 

G.            In connection with the Subsidiaries entering into the Senior Loan Agreement and the Junior Loan Agreement and the Transferor
entering into the Mezzanine Loan Agreement, Subsidiaries and Summit REIT entered into (a) that certain Environmental Indemnity Agreement, dated
December 30, 2021, in favor of Senior Loan Agent (the "Senior Environmental Indemnity"), (b) that certain Environmental Indemnity Agreement, dated
December 30, 2021, in favor of Junior Loan Agent (the "Junior Environmental Indemnity") and (c) that certain Environmental Indemnity Agreement,
dated December 30, 2021, in favor of Mezzanine Loan Agent (the "Mezzanine Environmental Indemnity" and collectively with the Senior Environmental
Indemnity and the Junior Environmental Indemnity, the "Environmental Indemnities").
 

H.            Numerous Events of Default (as defined under the Senior Loan Agreement, the Junior Loan Agreement and the Mezzanine Loan
Agreement, respectively) have occurred and are continuing under the Senior Loan Agreement, the Junior Loan Agreement and the Mezzanine Loan
Agreement (the "Existing Defaults"), which Existing Defaults would permit, subject to the Intercreditor Agreement (as defined in the Senior Loan
Agreement), (a) the Senior Loan Agent to accelerate the Loan (as defined in the Senior Loan Agreement)(the "Senior Loan") and to take enforcement
actions to collect on all Liabilities (as defined in the Senior Loan Agreement), as provided in the Financing Agreements (as defined in the Senior Loan
Agreement)(the "Senior Financing Agreements"), (b) the Junior Loan Agent to accelerate the Loan (as defined in the Junior Loan Agreement) (the "Junior
Loan") and to take enforcement actions to collect on all Liabilities (as defined in the Junior Loan Agreement), as provided in the Financing Agreements (as
defined in the Junior Loan Agreement) (the "Junior Financing Agreements"), and (c) the Mezzanine Loan Agent to accelerate the Loan (as defined in the
Mezzanine Loan Agreement) (the "Mezzanine Loan", and together with the Senior Loan and the Junior Loan, the "Loans") and to take enforcement actions
to collect on all Liabilities (as defined in the Mezzanine Loan Agreement), as provided in the Financing Agreements (as defined in the Mezzanine Loan
Agreement) (the "Mezzanine Financing Agreements", and together with the Senior Financing Agreements and the Junior Financing Agreements, the
"Financing Agreements").
 

I.            Effective as of March 12, 2024, and with the consent of the Senior Loan Agent and the Junior Loan Agent, Mezzanine Loan Agent
exercised a portion of its rights under the Pledge Agreement (as defined in the Mezzanine Loan Agreement)(the "Pledge Agreement") to appoint and
designate Jacen A. Dinoff as the sole Manager of each Subsidiary (in such capacity, the "Subsidiaries' Manager"). The Subsidiaries' Manager thereby
controls and has the sole authority to manage the Subsidiaries.
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J.            In exchange for Summit REIT being released from its obligations under the Guaranties and Environmental Indemnities, the parties

hereto avoiding potentially costly litigation in any enforcement actions with respect to the Loans, the mutual releases provided in Section 7 of this Agreement
and other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, by entering into this Agreement the Transferor
shall have transferred all of the outstanding membership interests of Holdings (the "Transferred Membership Interests") to Transferee, a Delaware
corporation designated by Mezzanine Loan Agent (with the consent of Junior Loan Agent and Senior Loan Agent), as set forth below in this Agreement.
 

NOW, THEREFORE, for and in consideration of the foregoing Recitals, the mutual covenants and agreements set forth in this Agreement and other
good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto hereby agree as follows:
 

1.            Assignment of Membership Interests. As of the Effective Date, Transferor hereby conveys, transfers and assigns to Transferee all
of Transferor's right, title and interest in, to and under all of the Transferred Membership Interests (the "Membership Interest Assignment"), which
Transferred Membership Interests constitute all of the current issued and outstanding membership interests of Holdings. In reliance on the covenants,
representations and warranties set forth in this Agreement, Transferee hereby accepts such conveyance, transfer and assignment of the Transferred
Membership Interests. For the sake of clarity, Summit REIT and Transferor hereby convey to Transferee any right they may have to appoint or designate the
Manager of Holdings.
 

2.            Resignation as Manager; Appointment of New Manager. As of the Effective Date, Summit REIT hereby resigns as the Manager
of Holdings. Effective as of the Membership Interest Assignment on the Effective Date, Jacen A. Dinoff is hereby appointed and designated by Transferee as
the sole Manager of Holdings.
 

3.            Release of Guaranties and Environmental Indemnities.
 

(a)            Release of the Senior Loan Guaranty and Senior Environmental Indemnity. Subject to the terms and conditions set forth
herein, Senior Loan Agent hereby agrees that simultaneously with the consummation of the Membership Interest Assignment, and without any further action
by Senior Loan Agent, Summit REIT shall be automatically released and shall have no obligations under the Senior Loan Guaranty or the Senior
Environmental Indemnity.
 

(b)            Release of the Junior Loan Guaranty and Junior Environmental Indemnity. Subject to the terms and conditions set forth
herein, Junior Loan Agent hereby agrees that simultaneously with the consummation of the Membership Interest Assignment, and without any further action
by Junior Loan Agent, Summit REIT shall be automatically released and shall have no obligations under the Junior Loan Guaranty or the Junior
Environmental Indemnity.
 

(c)            Release of the Mezzanine Loan Guaranty and Mezzanine Environmental Indemnity. Subject to the terms and conditions
set forth herein, Mezzanine Loan Agent hereby agrees that simultaneously with the consummation of the Membership Interest Assignment, and without any
further action by Mezzanine Loan Agent, Summit REIT shall be automatically released and shall have no obligations under the Mezzanine Loan Guaranty or
the Mezzanine Environmental Indemnity.
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4.             Representations and Warranties of Summit REIT and Transferor. Summit REIT and Transferor represent and warrant to all of

the parties hereto that the statements made in this Section 4 are true, correct and complete:
 

(a)            Validly Existing. Summit REIT and Transferor are each validly existing and in good standing under the laws of their
respective jurisdictions of incorporation, formation or organization.
 

(b)            Authorization of Transactions. Each of Summit REIT and Transferor has full power and authority to execute and deliver
this Agreement and to consummate the transactions contemplated hereby. The execution and delivery of this Agreement by Summit REIT and Transferor and
the consummation by Summit REIT and Transferor of the transactions contemplated hereby have been duly and validly authorized by all required action on
their part and no other company proceedings on the part of either of them are necessary to authorize their respective execution and delivery of this
Agreement or the consummation of the transactions contemplated hereby. This Agreement has been duly executed and delivered by each of Summit REIT
and Transferor and this Agreement constitutes a valid and legally binding obligation of each of them, enforceable against each of them in accordance with its
terms, except as such enforceability may be limited by bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance or other similar laws
affecting the enforcement of creditors' rights generally and equitable principles.
 

(c)            Title. Transferor is the sole legal and beneficial owner of all of the Transferred Membership Interests, and the Transferor
has good and marketable title to such Transferred Membership Interests free and clear of any security interest, claims, liens, pledges, options, rights of first
refusal, rights of first offer, encumbrances, charges, agreements, voting trusts, proxies or other arrangements or restrictions of any kind. None of the
Transferred Membership Interests are certificated and neither Holdings nor Summit REIT has taken any action to provide that any membership interest in
Holdings is a "security" within the meaning of, or to be governed by, Article 8 (Investment Securities) of the Uniform Commercial Code as in effect under
the laws of any state having jurisdiction. The Transferred Membership Interests constitute all of the outstanding equity interests in Holdings.
 

(d)            No Conflicts. Neither the execution and delivery of this Agreement by Summit REIT or Transferor, nor the performance
or consummation of the transactions contemplated hereby by either of them, will conflict with, result in the breach of, constitute a default under or require
Summit REIT or Transferor to obtain (other than to the extent already obtained) any approvals, consents, amendments or waivers or deliver (other than to the
extent already delivered) any notices or filings under: (i) their respective organizational documents, (ii) Holdings' organizational documents, or (iii) any
material contract, material agreement, material commitment or material instrument to which Summit REIT, Transferor, Holdings or the any of the
Subsidiaries are a party or by which any of their material assets is bound; subject in each case to the terms of the Financing Agreements, and as to the
Subsidiaries, the acts of Subsidiaries' Manager.
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(e)            Litigation. To the knowledge of Summit REIT and Transferor (i) there is no action, suit, claim, proceeding, arbitration,

governmental inquiry or investigation, pending against the Transferor, Holdings or the Subsidiaries or, threatened in writing against the Transferor, Holdings
or the Subsidiaries, and (ii) there are no outstanding governmental orders and no unsatisfied judgments, penalties or awards against or affecting Holdings or
the Subsidiaries or any of their properties or assets.
 

(f)            Subsidiaries. Holdings owns all of the outstanding membership interests in each of the Subsidiaries (and such
membership interests are all subject to the Pledge Agreement and constitute all outstanding equity interests in the Subsidiaries). Other than such membership
interests in the Subsidiaries, Holdings owns no other personal or real property, other than its books and records, its name and other property incidental to its
ownership of the membership interests in the Subsidiaries. Without limiting the foregoing, except for the Subsidiaries, Holdings does not own, or have any
equity or ownership interests in any other entity, or the right or obligation to acquire any equity or ownership interests in any other entity. Subject to the
Pledge Agreement, no person or entity has any right or option or claim to or lien or encumbrance upon or other arrangement or agreement with respect to the
membership interests in the Subsidiaries.
 

(g)            No Undisclosed Liabilities. Except those liabilities that have been incurred by Holdings under the Pledge Agreement,
Holdings has no liabilities except those which are not, individually or in the aggregate, material in amount. Other than as disclosed on the financial
statements with respect to the Subsidiaries most recently provided to Senior Loan Agent, Junior Loan Agent and Mezzanine Loan Agent, subject to the
actions of the Subsidiaries' Manager, if any, the Subsidiaries have no liabilities other than those incurred in the normal course of their business.
 

(h)            Absence of Changes. Since the date of the most recent financial statements with respect to the Subsidiaries provided
Senior Loan Agent, Junior Loan Agent and Mezzanine Loan Agent, subject to the actions of the Subsidiaries' Manager, if any, the business of Holdings and
the Subsidiaries has been conducted in the ordinary course of business consistent with past practice, and there has not been, with respect to Holdings or any
Subsidiaries, any (i) event, occurrence or development that has had, or could reasonably be expected to have, individually or in the aggregate, a material
adverse effect except for any existing Events of Default under the Senior Loan Agreement, the Junior Loan Agreement or the Mezzanine Loan Agreement,
(ii) incurrence, assumption or guarantee of any indebtedness, except for the Senior Loan Agreement, the Junior Loan Agreement or the Mezzanine Loan
Agreement or (iii) transfer, assignment, sale or other disposition of any of the assets of Holdings or any of the Subsidiaries; and neither Summit REIT nor
Transferor are aware of the occurrence of any material damage, destruction or loss (whether or not covered by insurance) to the property of Holdings or any
of the Subsidiaries.
 

(i)            Material Contracts. Other than the Mezzanine Financing Agreements to which it is a party, Holdings is not a party to or
bound by any material contract or agreement. Other than the Financing Agreements to which they are a party, no Subsidiary is a party or is bound by any
material contract or agreement other than the existing leases of the real property and certain personal property owned by the Subsidiaries.
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(j)            Notices. Subject to the Financing Agreements, including without limitation, the Pledge Agreement, the Existing Defaults,

and the leases of the real property owned by the Subsidiaries, neither Summit REIT nor Transferor has received any notices evidencing or asserting any
liability or material obligation, or any potential liability or material obligation, on the part of Holdings or the Subsidiaries, and neither Summit REIT nor
Transferor have any knowledge of circumstances that may result in any such liability or material obligation, except in each case as to notices provided to, or
matters written notice of which has been provided to Subsidiaries' Manager. Summit REIT and Transferor have provided copies of all material notices
received or sent with respect to the leases of the real property owned by the Subsidiaries or that would be relevant to the owner of such real property to
Subsidiaries' Manager.
 

(k)            Intentionally deleted.
 

(l)            Compliance with Laws. Holdings and, subject to the actions of Subsidiaries' Manager and the actions of the tenants of the
real property owned by the Subsidiaries, each Subsidiary, has complied in all material respects, and is now complying in all material respects, with all laws
and regulations applicable to it or its business, properties or assets. To Summit REIT's knowledge, Holdings and each Subsidiary has obtained all permits,
licenses, registrations, certificates and similar rights obtained from a governmental authority ("Permits") required for Holdings or a Subsidiary to conduct its
business have been obtained by it and are valid and in full force and effect. To Summit REIT's knowledge, all fees and charges with respect to such Permits
as of the date hereof have been paid in full. To Summit REIT's knowledge, Holdings and each Subsidiary has complied in all material respects and is now
complying in all material respects with the terms all Permits. To Summit REIT's knowledge, no event has occurred that, with or without notice or lapse of
time or both, would reasonably be expected to result in the revocation, suspension, lapse or limitation of any Permit.
 

(m)            Environmental Matters. Neither Summit REIT nor Transferor has received (including Summit REIT in its capacity as
manager of Holdings or of any Subsidiary from any person or entity any: (i) notice or claim with respect to the violation of any environmental law or
environmental Permit with respect to Holdings or a Subsidiary or their real property, or (ii) written request for information pursuant to environmental law
with respect to Holdings or a Subsidiary or their real property; which, in each case, either remains pending or unresolved, or is the source of ongoing
obligations or requirements as of the date of this Agreement.
 

(n)            Taxes. Each of Holdings and the Subsidiaries are so-called "disregarded entities" for purposes of federal income taxes.
All material taxes due and owing by Holdings or any Subsidiary with respect to any period ending on or before the Effective Date (and taking into account
for such periods the Membership Interest Assignment) have been, or shall be, timely paid by Summit REIT or Transferor. To Holdings and each Subsidiary's
knowledge, no claim has been made by any taxing authority in any jurisdiction where Holdings or a Subsidiary does not file tax returns that it is, or may be,
subject to tax by that jurisdiction. Neither Summit REIT or Transferor has received any notice that Holdings or any Subsidiary is subject to any pending
audit, review or examination by a taxing authority. Transferee and Holdings shall be responsible for filing any required state or federal tax returns for
Transferee, Holdings and each Subsidiary for the tax year 2024; provided, however, that Transferor shall fully cooperate with Transferee and readily share
any documentation and information reasonably required to complete such tax returns.
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(o)            Broker's Commissions. Neither Summit REIT nor Transferor is a party to any agreement providing for any fees,

commissions or other payments to any person or entity to be due upon the sale or transfer of all or any part of the Transferred Membership Interests and no
such fees, commissions or other payments to any person or entity shall be due upon the Membership Interest Assignment as a result of the actions of Summit
REIT or Transferor (including Summit REIT's actions taken in the capacity as manager of Holdings or of any Subsidiary); and excluding only the acts, if any,
of Subsidiaries' Manager, none of the Subsidiaries or Holdings is subject to any contract or agreement providing for any fees, commissions or other payments
to any person or entity to be due upon the Membership Interest Assignment. Summit REIT and Transferor shall indemnify and defend Transferee, Holdings
and the Subsidiaries from any cost, claim, loss or expense (including legal fees and expenses) incurred by any of them as a result of a breach of the
immediately preceding sentence.
 

(p)            Full Disclosure. No representation or warranty by Summit REIT or the Transferor in this Agreement or other document
furnished or to be furnished to Transferee pursuant to this Agreement contains any untrue statement of a material fact, or omits to state a material fact
necessary to make the statements contained therein, in light of the circumstances in which they are made, not misleading.
 

5.            Representations and Warranties of Transferee. Transferee hereby represents and warrants to all of the parties hereto that the
statements made in this Section 5 are true, correct and complete.
 

(a)            Validly Existing. The Transferee is validly existing and in good standing under the laws of its jurisdiction of formation or
organization.
 

(b)            Authorization of Transactions. The Transferee has full corporate power and authority to execute and deliver this
Agreement and to consummate the transactions contemplated hereby. The execution and delivery by the Transferee of this Agreement and the consummation
by the Transferee of the transactions contemplated hereby have been duly and validly authorized by all required corporate action on the part of the Transferee
and no other company proceedings on the part of the Transferee are necessary to authorize the execution and delivery by the Transferee of this Agreement or
the consummation by the Transferee of the transactions contemplated hereby. This Agreement has been duly executed and delivered by the Transferee and
this Agreement constitutes a valid and legally binding obligation of the Transferee, enforceable against the Transferee in accordance with its terms, except as
such enforceability may be limited by bankruptcy, insolvency, reorganization, moratorium, fraudulent conveyance or other similar laws affecting the
enforcement of creditors' rights generally and equitable principles.
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(c)            Litigation. There is no action, suit, claim, proceeding, arbitration, governmental inquiry or investigation, in each case

before or by any governmental authority, pending against the Transferee or, threatened in writing against the Transferee, which would adversely affect the
ability of the Transferee to consummate the transactions contemplated by this Agreement.
 

(d)            No Conflicts. Neither the execution and delivery of this Agreement nor the performance or consummation of the
transactions contemplated hereby or thereby by the Transferee will conflict with, result in the breach of, constitute a default under or require the Transferee to
obtain (other than to the extent already obtained) any approvals, consents, amendments or waivers or deliver (other than to the extent already delivered) any
notices or filings under: (i) the Transferee's organizational documents, and (ii) any material contract, material agreement, material commitment or material
instrument to which the Transferee is a party or by which any of its material assets is bound.
 

6.            Mutual Release of Claims.
 

(a)            Release of Summit REIT and Transferor. In consideration of the agreements contained herein and for other good and
valuable consideration, the receipt and the sufficiency of which are hereby acknowledged, effective upon the Membership Interest Assignment, Senior
Lenders, Senior Loan Agent, Junior Lenders, Junior Loan Agent, Mezzanine Lenders, Mezzanine Loan Agent, Transferee, Holdings and each of the
Subsidiaries, on behalf of themselves and their respective successors and assigns, and their present and former members, shareholders, subsidiaries, directors,
managers, officers and agents (collectively, the "Transferee Releasing Parties" and each as a "Transferee Releasing Party"), absolutely, unconditionally,
and irrevocably release, remise, and forever discharge Summit REIT and Transferor and each of their respective successors and assigns, and their present and
former members, partners, shareholders, directors, managers, officers and agents (collectively, the "Transferor Releasees" and each a "Transferor
Releasee"), of and from any and all claims, actions, causes of action, demands, rights, damages, costs, loss of service, expenses and compensation
whatsoever, of every kind and nature, known or unknown, suspected or unsuspected, at law, in equity, or otherwise, which any Transferee Releasing Party
may now or hereafter own, hold, have, or claim to have against the Transferor Releasees, or any of them, related to and/or arising from, directly or indirectly,
(i) the Financing Agreements, (ii) the Guaranties, (iii) the Environmental Indemnity Agreements and (iv) any event or omission occurring at any time on or
prior to the Effective Date that pertains in any way to the Subsidiaries or their property, or Holdings or its property; provided, however, that the foregoing
release shall not release Summit REIT or Transferor from any of their respective obligations under this Agreement or any documents delivered in connection
with the consummation of the Membership Interest Assignment. For the sake of clarity, and without limiting the scope or effect of the foregoing provisions
of this Section 6 (a) as to any Transferor Releasee, nothing in this Section 6(a) shall be construed to negate or otherwise modify or limit in any respect the
obligations of Transferee, Holdings or any Subsidiary under the Financing Agreements.
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(b)            Release of Transferee Parties. In consideration of the agreements contained herein and for other good and valuable

consideration, the receipt and the sufficiency of which are hereby acknowledged, effective upon the Membership Interest Assignment, Summit REIT and
Transferor, on behalf of themselves and their respective successors and assigns, and their present and former members, shareholders, subsidiaries, directors,
managers, officers and agents (collectively, the "Transferor Releasing Parties" and each as a "Transferor Releasing Party"), absolutely, unconditionally,
and irrevocably release, remise, and forever discharge Senior Lenders, Senior Loan Agent, Junior Lenders, Junior Loan Agent, Mezzanine Lenders,
Mezzanine Loan Agent, Transferee, Holdings and each of the Subsidiaries and each of their respective successors and assigns, and their present and former
members, partners, shareholders, directors, managers (including without limitation, the Subsidiaries' Manager), officers and agents (collectively, the
"Transferee Releasees" and each a "Transferee Releasee"), of and from any and all claims, actions, causes of action, demands, rights, damages, costs, loss
of service, expenses and compensation whatsoever, of every kind and nature, known or unknown, suspected or unsuspected, at law, in equity, or otherwise,
which any Transferor Releasing Party may now or hereafter own, hold, have, or claim to have against the Transferee Releasees, or any of them, related to
and/or arising from, directly or indirectly, (i) the Financing Agreements, (ii) the Guaranties, (iii) the Environmental Indemnity Agreements and (iv) any event
or omission occurring at any time on or prior to the Effective Date that pertains in any way to the Subsidiaries or their property or Holdings or its property;
provided, however, that the foregoing release shall not release Senior Lenders, Senior Loan Agent, Junior Lenders, Junior Loan Agent, Mezzanine Lenders,
Mezzanine Loan Agent, Transferee, Holdings or any of the Subsidiaries from any of their respective obligations under this Agreement or any documents
delivered in connection with the consummation of the Membership Interest Assignment.
 

7.            Additional Covenants.
 

(a)            U.S. Person. Concurrently herewith, Summit REIT or Transferor, as applicable, shall deliver to Transferee certification
that such party is not a "foreign person" as defined in Section 1445(f) of the Internal Revenue Code and regulations thereunder.
 

(b)            Transfer Taxes. If any state or local transfer taxes will be due as a result of the Membership Interest Assignment, then
concurrently herewith the applicable parties shall deliver to the Transferee any state and local transfer tax declarations that may be required by applicable law
or regulation to be filed with state or local governmental authorities. Any transfer taxes due with respect to the Membership Interest Assignment, whether
such is the obligation of, or levied or assessed against, any party hereto or their respective property, shall be paid by Transferee in a timely manner.
 

(c)            Bank Accounts.  Transferee and Holdings shall cause all bank accounts in the name of Holdings or any Subsidiary
maintained with CIBC Bank USA or any affiliate (collectively, “CIBC”) to be separate and segregated from any bank accounts in the name of Summit REIT
(or any of its affiliates after giving effect to the Membership Interest Assignment) held with CIBC, and, from and after the Effective Date, Summit REIT
(and its affiliates after giving effect to the Membership Interest Assignment) will not be responsible for fees for bank accounts in the name of Holdings or
any Subsidiary maintained with CIBC.
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8.            Miscellaneous.

 
(a)            Governing Law. This Agreement shall be construed in accordance with, and be governed by, the laws of the State of New

York without regard to its conflict of laws provisions.
 

(b)            Counterparts. This Agreement may be executed in one or more counterparts, including by facsimile and PDF
counterparts, which, when taken together, shall constitute one and the same instrument.
 

(c)            Severability. In the event that any provision hereof would be invalid or unenforceable in any respect under applicable
law, such provision shall be construed by modifying or limiting it so as to be valid and enforceable to the maximum extent compatible with, and possible
under, applicable law. The provisions hereof are severable, and in the event any provision hereof should be held invalid or unenforceable in any respect, it
shall not invalidate, render unenforceable or otherwise affect any other provision hereof.
 

(d)            Construction. For purposes of construing this Agreement, this Agreement shall be deemed to have been drafted by all
parties to this Agreement and shall not, therefore, be construed against any party for that reason in any subsequent dispute. The above Recitals are expressly
incorporated into this Agreement and deemed to be a material part of this Agreement. Each such Recital is relied upon by the parties hereto in agreeing to the
terms of this Agreement and the parties would not have entered into this Agreement in the absence of the acknowledgements and representations set forth in
the Recitals and set forth elsewhere in this Agreement. Each matter herein qualified to a party’s “knowledge”, means on the basis of those facts that are
known or should have been known by such party after reasonable and diligent inquiry by its executive officers, directors and managers of such party and its
affiliates, and includes any facts, matters or circumstances set forth in any written notice from any governmental or regulatory agency or body or any other
material written notice received by such party. For the avoidance of doubt, the “knowledge” of Summit REIT means and include the “knowledge” of Summit
REIT, Holdings and each Subsidiary.
 

(e)            Survival. All representations, warranties, covenants and agreements contained in this Agreement shall survive the
consummation of the transactions contemplated hereby.
 

(f)            Successors and Assigns. This Agreement shall inure to the benefit of and be binding upon the parties hereto and their
respective successors and permitted assigns.
 

(g)            Joint and Several. The obligations and liabilities of Summit REIT and Transferor under this Agreement shall be joint and
several.
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(h)            No Third Party Beneficiaries. Except as otherwise set forth herein, the terms and provisions of this Agreement are

intended solely for the benefit of each party hereto and its successors and permitted assigns, and it is not the intention of the parties hereto to confer third-
party beneficiary rights upon any other person or entity.
 

(i)            Amendments. Any term, condition or provision of this Agreement may be amended, modified or waived from time to
time if, and only if, such amendment, modification or waiver is in writing and signed by each party to this Agreement.
 

(j)            Assignment. No rights, interests or obligations herein of Summit REIT or Transferor may be assigned without the prior
written approval of the other parties hereto.
 

(k)            Entire Agreement. This Agreement and the other agreements and documents referred to herein and therein contain the
complete agreement among the parties hereto with respect to the subject matter set forth herein, and supersede any prior understandings, agreements or
representations by or among the parties hereto, written or oral, that may have related to the subject matter hereof in any way.
 

(l)            Conveyance Absolute. Transferor's execution and delivery of this Agreement is and will be an absolute conveyance and
transfer of all of Transferor's right, title, and interest in and to the Transferred Membership Interests, in fact as well as form. The consideration for such
conveyance and transfer is exactly as recited herein. Neither Transferor nor Summit REIT has any further interest (including rights of possession, repurchase,
cure or redemption) or claim in and to such membership interests in Holdings, or to the proceeds and profits, if any, which may be derived therefrom or from
the ownership of the Subsidiaries.
 

(m)            Further Assurances. The parties will promptly execute and deliver such documents, certificates, agreements and other
writings and take such other actions as may be necessary or desirable to consummate the transactions contemplated by this Agreement.
 

[Signature Pages Follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed under seal and delivered by their respective

duly authorized officers on the date first written above.
 
 
  TRANSFEROR:
   
  SUMMIT HEALTHCARE OPERATING PARTNERSHIP, LP, a Delaware

limited partnership
   
  By: SUMMIT HEALTHCARE REIT, INC., a Maryland corporation, its

Manager
   
   
  By: /s/ Elizabeth Pagliarini
  Name:  Elizabeth Pagliarini
  Title: Chief Executive Officer
   
   
  TRANSFEREE:
   
  ADJACENT INTERMEDIATE HOLDINGS, INC.
   
   
  By: /s/ Paul S Valentine
  Name: Paul S Valentine
  Title:Authorized Signatory
   
   
  SUMMIT REIT:
   
  SUMMIT HEALTHCARE REIT, INC., a Maryland corporation
   
   
  By: /s/ Elizabeth Pagliarini
  Name:  Elizabeth Pagliarini
  Title:   Chief Executive Officer
 
Signature Page to Membership Interest Assignment and Release of Guaranty Agreement
 

     



 

 

 
  JUNIOR LOAN AGENT:
   
  OXFORD FINANCE LLC, a Delaware limited liability company, as Agent
   

 
  By: /s/ Colette H. Featherly
  Name: Colette H. Featherly
  Title: Senior Vice President
   
   
  MEZZANINE LOAN AGENT:
   
  OXFORD FINANCE LLC, a Delaware limited liability company, as Agent
   
  By: /s/ Colette H. Featherly
  Name: Colette H. Featherly
  Title: Senior Vice President
 
Signature Page to Membership Interest Assignment and Release of Guaranty Agreement
 

     



 

 

 
  SENIOR LOAN AGENT
   
  CIBC BANK USA, an Illinois banking corporation, as Agent
   
   
  By: /s/ Adam Panos
  Name: Adam Panos
  Title:  Managing Director
 
Signature Page to Membership Interest Assignment and Release of Guaranty Agreement
 

     



 

 

 
  HOLDINGS:
   
  SUMMIT GEORGIA HOLDINGS LLC
   
  By SUMMIT HEALTHCARE REIT, INC., a Maryland corporation, its Manager
     
    By: /s/ Elizabeth Pagliarini
    Name: Elizabeth Pagliarini
    Title: Chief Executive Officer
 
 
  SUBSIDIARIES:
   
  SUMMIT CALHOUN LLC
  SUMMIT CARTERSVILLE LLC
  SUMMIT CHATSWORTH LLC
  SUMMIT DECATUR LLC
  SUMMIT FAIRBURN LLC
  SUMMIT FLOWERY BRANCH LLC
  SUMMIT JASPER LLC,
  SUMMIT STONE MOUNTAIN LLC
   
  By: Paul S. Valentine, Authorized Signatory
     
    By: /s/ Paul S Valentine
    Name: Paul S. Valentine
 
Signature Page to Membership Interest Assignment and Release of Guaranty Agreement
 

     

 
 
 
 
 



 
 Exhibit 99.1

 
Unaudited Pro Forma Condensed Consolidated Financial Statements 

 
On December 20, 2024, Summit Healthcare REIT, Inc. ("Summit" “we” or the “Company”), through our consolidated subsidiary Summit Georgia Holdings
LLC, disposed of our our eight properties located in Georgia (“GA8 Properties”). As a result of the disposal,  as of December 20, 2024, the GA8 Properties
will no longer be included in our consolidated financial statements.
 
The following unaudited pro forma condensed consolidated balance sheet as of September 30, 2024 assumes that the sale occurred on September 30, 2024.
The following unaudited pro forma condensed consolidated statements of operations of the Company for the nine month period ended September 30, 2024
and for the year ended December 31, 2023 are presented as if the disposal had occurred as of January 1, 2023.
 
The unaudited pro forma condensed consolidated financial statements are presented based on information currently available, are intended for informational
purposes only, and do not purport to represent what the Summit financial position and results of operations actually would have been had the sale occurred
on the dates indicated, or to project Summit's financial performance for any future period.
 
The unaudited pro forma condensed consolidated financial statements and the accompanying notes should be read in conjunction with the unaudited
condensed consolidated financial statements and accompanying notes and “Management's Discussion and Analysis of Financial Condition and Results of
Operations” included in Summit's Form 10-Q for the period ended September 30, 2024. The unaudited pro forma condensed consolidated financial
statements and the accompanying notes should also be read in conjunction with the audited consolidated financial statements and accompanying notes and
“Management's Discussion and Analysis of Financial Condition and Results of Operations” included in Summit's Form 10-K for the year ended December
31, 2023.
 
The Historical columns in the Unaudited Pro Forma Condensed Consolidated Balance Sheet and the Unaudited Pro Forma Consolidated Statements of
Operations reflect Summit's historical financial statements for the periods presented and do not reflect any adjustments related to the disposal.
 
The information in the Pro forma adjustments column in the Unaudited Pro Forma Condensed Consolidated Statements of Operations for the nine months
ended September 30, 2024 was derived from the unaudited information supporting the Form 10-Q for the nine months ended September 30, 2024. The
information in the Pro forma adjustments column in the Unaudited Pro Forma Consolidated Statements of Operations for the year ended December 31, 2023
was derived from the audited information supporting the Form 10-K for the fiscal year ended December 31, 2023.
 

 



 

 

 
SUMMIT HEALTHCARE REIT, INC. AND SUBSIDIARIES

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET
As of September 30, 2024

 

  Historical   
Pro forma

adjustments    Pro forma  
ASSETS              

 Cash and cash equivalents  $ 24,198,000  $ -   $ 24,198,000 
Restricted cash   2,873,000   -    2,873,000 
Real estate properties, net   40,270,000   -    40,270,000 
Tenant and other receivables, net   1,811,000   -    1,811,000 
Other assets, net   1,160,000   -    1,160,000 
Equity-method investment   415,000   -    415,000 
Contract assets associated with GA8 Properties   130,880,000   (130,880,000) A   - 

Total assets  $ 201,607,000  $ (130,880,000)   $ 70,727,000 
              

LIABILITIES AND STOCKHOLDERS’ EQUITY              
Accounts payable and accrued liabilities  $ 4,368,000   $ -   $ 4,368,000 
Accrued interest associated with GA8 Properties   8,540,000   (8,540,000) A   - 
Security deposits   338,000   -    338,000 
Loans payable, net of debt issuance costs   41,315,000        41,315,000 
Loans payable associated with GA8 Properties   122,340,000   (122,340,000) A   - 

Total liabilities   176,901,000   (130,880,000)    46,021,000 
              
Preferred stock, $0.001 par value; 10,000,000 shares authorized; no shares
issued or outstanding September 30, 2024   -    -     -  
Common stock, $0.001 par value; 290,000,000 shares authorized; 23,027,978
shares issued and outstanding at September 30, 2024   23,000   -    23,000 
Additional paid-in capital   116,509,000   -    116,509,000 
Accumulated deficit   (91,972,000)   -    (91,972,000)

Total stockholders’ equity   24,560,000   -    24,560,000 
Noncontrolling interest   146,000   -    146,000 

Total equity   24,706,000        24,706,000 
Total liabilities and stockholders’ equity  $ 201,607,000  $ (130,880,000)   $ 70,727,000 

                 
 

See accompanying notes to the unaudited condensed consolidated pro forma financial statements.
 

 



 

 

 
SUMMIT HEALTHCARE REIT, INC. AND SUBSIDIARIES

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS
For the Nine Months Ended September 30, 2024

           
  Historical   Pro forma adjustments    Pro forma  
Revenues:              

Total rental revenues  $ 7,648,000  $ (2,083,000) B  $ 5,565,000 
Resident fees and services   5,217,000   -    5,217,000 
Asset management fees   219,000   -    219,000 

    Total operating revenue   13,084,000   (2,083,000)    11,001,000 
Expenses:              

Property operating costs   1,164,000   (75,000) B   1,089,000 
Resident costs   4,458,000   -    4,458,000 
General and administrative   3,360,000   (4,000) B   3,356,000 
Depreciation and amortization   2,358,000   (929,000) B   1,429,000 

 Total operating expenses   11,340,000   (1,008,000)    10,332,000 
              
Gain on derecognition associated with GA8 Properties   (27,455,000)   27,455,000 B   - 
Gain on sale of real estate properties   (11,151,000)   -    (11,151,000) 
              
Operating income   40,350,000   (28,530,000) B   11,820,000 
              
Income from equity-method investee   1,797,000    -     1,797,000  
Other income   349,000   (31,000) B   318,000 
Interest expense   (2,617,000)   150,000 B   (2,467,000)
Interest expense associated with GA8 Properties   (13,233,000)   13,233,000  B   - 
Net income  $ 26,646,000  (15,178,000)   $ 11,468,000 
Noncontrolling interests’ share in net income    (83,000)   -     (83,000) 
Net income applicable to common stockholders  $  26,563,000  $ (15,178,000)   $ 11,385,000 
              
Basic and diluted loss per common share applicable to common
stockholders  $ 1.15       $ 0.49 
Weighted average shares used to calculate basic and diluted net
loss per common share   23,027,978        23,027,978 
 
 

See accompanying notes to the unaudited condensed consolidated pro forma financial statements.
 

 



 

 

 
SUMMIT HEALTHCARE REIT, INC. AND SUBSIDIARIES

UNAUDITED PRO FORMA CONSOLIDATED STATEMENT OF OPERATIONS
For the Year Ended December 31, 2023

           
  Historical   Pro forma adjustments    Pro forma  
Revenues:              

Total rental revenues  $ 18,072,000  $ (11,829,000) B  $ 6,243,000 
Resident fees and services   6,823,000   -    6,823,000 
Asset management fees   554,000   -    554,000 

 Total operating revenue   25,449,000   (11,829,000)    13,620,000 
              
Expenses:              

Property operating costs   3,773,000   (1,287,000) B   2,486,000 
Resident costs   5,772,000   -    5,772,000 
General and administrative   5,171,000   (7,000) B   5,164,000 
Depreciation and amortization   7,318,000   (5,102,000) B   2,216,000 
Impairment of real estate properties and intangible assets   11,387,000   (11,387,000) B   - 

 Total operating expenses   33,421,000   (17,783,000)    15,638,000 
              
Loss on derecognition associated with GA8 Properties   -   4,543,000 C   4,543,000 
              
Operating loss   (7,972,000)   1,411,000 B   (6,561,000)
              
Loss from equity-method investee   (754,000)   -    (754,000) 
Other income   399,000   (182,000) B   217,000 
Interest expense   (4,270,000)   768,000 B   (3,502,000)
Interest expense associated with GA8 properties   (13,251,000)   13,251,000 B   - 
Gain on consolidation of interest in unconsolidated equity-method
investment   1,066,000   -    1,066,000 
Net loss   (24,782,000)   15,248,000    (9,534,000)
Noncontrolling interests’ share in net income   (19,000)   -    (19,000)
Net loss applicable to common stockholders  $ (24,801,000)  $ 15,248,000  $  (9,553,000)
              
Basic and diluted loss per common share from continuing
operations applicable to common stockholders  $ (1.08)       $ (0.41)
Weighted average shares used to calculate basic and diluted net
loss per common share   23,027,978        23,027,978 
 

 
See accompanying notes to the unaudited condensed consolidated pro forma financial statements.

 

 



 

 

 
SUMMIT HEALTHCARE REIT, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL INFORMATION
 

Note A:
 
The following assets and liabilities related to the GA8 Properties were included in the unaudited condensed consolidated balance sheet as of September 30,
2024 and are being removed in the unaudited pro forma condensed consolidated balance sheet as a result of the Sale:
 

ASSETS     
Contract assets associated with GA8 Properties   $ 130,880,000 

Total assets   130,880,000 
     

LIABILITIES     
Accrued interest associated with GA8 Properties  $ 8,540,000 
Loans payable associated with GA8 Properties   122,340,000 

Total liabilities  $ 130,880,000 
     

Net Equity  $ - 
 
Note B:
 
The following operations for the year ended December 31, 2023 and the nine months ended September 30, 2024 related to the GA8 Properties have been
removed from the Company’s historical balances for pro forma purposes:
 

  
For the Year Ended
December 31, 2023  

For the Nine 
 Months Ended 
 September 30, 
 2024  

Revenues:         
Total rental revenues  $ 11,829,000  $ 2,083,000 

   11,829,000   2,083,000 
Expenses:         

Property operating costs   1,287,000   75,000 
General and administrative   7,000   4,000 
Depreciation and amortization   5,102,000   929,000 
Impairment of real estate properties and intangible assets   11,387,000   - 

 Total operating expenses   17,783,000   1,008,000 
         
Gain on derecognition associated with GA8 Properties   -   (27,455,000)
         
Operating income   (5,954,000)   28,530,000 
         
Other income   182,000   31,000 
Interest expense   (768,000)   (150,000)
Interest expense associated with GA8 properties   (13,251,000)   (13,233,000)
Net (loss) income  $ (19,791,000)  $ 15,178,000 
  

 



 

 

 
Note C:
 
The following loss for the year ended December 31, 2023 has been calcuated as if the GA8 Properties were disposed of as of Janaury 1, 2023.
 
Total GA8 assets as of January 1, 2023  $ 131,671,000 
Total GA8 liabilities as of January 1, 2023  $ 127,128,000 
Loss associated with the disposal of the GA8 Properties  $ 4,543,000 
 

 

 


