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Baker & McKenzie LLP
101 West Broadway,
Twelfth Floor
San Diego, CA 92101
+1 619 236 1441

Ali M.M. Mojdehi, State Bar No. 123846
Christine E. Baur, State Bar No. 207811
Janet D. Gertz, State Bar No. 231172
BAKER & McKENZIE LLP

101 West Broadway, Twelfth Floor

San Diego, CA 92101-3890

Telephone: +1 619 236 1441

Facsimile: +1 619 236 0429

Counsel for the Allegiant Investors

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF CALIFORNIA

Inre Case No. SD 06-00510 LA11

SERACARE LIFE SCIENCES, INC., Chapter 11 Proceeding
a California corporation (d/b/a Therasource
International; f/k/a The Western States Group,
Inc.; d/b/a Biomedical Resources, a division of
SeraCare Life Sciences, Inc.; d/b/a Genomics
Collaborative, a division of SeraCare Life
Sciences, Inc.; f/k/a Southwest Biological
Services Western States Plasma Co., Inc.; d/b/a
Boston Biomedica, Inc.; d/b/a SeraCare
Bioservices; and d/b/a SeraCare Diagnostics),

DECLARATION OF BRIAN L.
COHEN IN SUPPORT OF DEBTOR’S
MOTION FOR ORDER (1)
APPROVING BREAKUP FEE, (2)
PAYMENT OF LEGAL FEES AND
DUE DILIGENCE EXPENSES, AND
(3) SETTING HEARING ON MOTION
FOR APPROVAL OF SECURED

Debtor and Debtor-in- FINANCING PURSUANT TO
Possession. SECTION 364

Date: August 31, 2006

Time: 3:00 p.m.

Dept: 2

Judge: Hon. Louise DeCarl Adler

The undersigned, Brian L. Cohen, hereby declares as follows:

1. | am the Vice President of Robeco Investment Management, which, along with
Cohanzick Management, LLC; Fairfield Greenwich Group; Foxhill Capital Partners, LLC; Gruber &
McBaine Capital Management; Seven Bridges Management, L.P.; and Triage Capital Management
LP (collectively, the “Allegiant Investors”) entered into a letter of intent (“LOI") dated August 17,

2006 with SeraCare Life Sciences, Inc. (the “Debtor” or “Company”). | am the representative of

06-00510 LA11
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101 West Broadway,
Twelfth Floor
San Diego, CA 92101
+1 619 236 1441

Allegiant Investors having had primary contact with the Debtor. | make these statements based on
my personal knowledge and could and would competently testify thereto.

2. None of the Allegiant Investors is an affiliate or insider of the Debtor. The Allegiant
Investors are institutions that have more than sufficient resources to consummate the transactions
contemplated by the LOI. The LOI, which contains terms which are customary in financings of this
nature, was entered into as a result of arms-length negotiations. Since the execution of the LOI, the
Allegiant Investors have voluntarily reduced the break-up fee in the LOI to $750,000 and have
agreed to extend credit on an unsecured basis with administrative priority.

Background

3. The Allegiant Investors have spent considerable time and effort analyzing the Debtor.
At the time the Allegiant Investors decided to make a financing proposal to the Debtor, the Ad Hoc
Equity Holders Committee (the “AHEC”) had proposed to provide financing to the Debtor pursuant
to a term sheet dated May 25, 2006, a copy of which is attached as Exhibit “A”. The salient terms of
AHEC’s proposal were a $15 million financing at 9% interest per annum payable monthly in arrears.
This financing was offered on a secured basis and was convertible into a minimum of 26.3% of the
common shares of the reorganized Company on a fully diluted basis. In response to this term sheet,
the Company, on June 16, 2006 submitted its own term sheet, which is attached as Exhibit “B”. The
Company’s term sheet contains the following salient terms: a $10.0 million financing at 8% per
annum payable in arrears. This financing proposal was on a secured basis convertible at $4.00 per
share.

4, A comparison of the respective proposals of the AHEC, the Debtor, and the Allegiant
Investors is set forth in the table below. When viewed only as debt financing, the proposals are
similar. As equity financing, however, the proposals are dramatically different. The analysis below
compares these differences in value, as it affects shareholders. For the sake of brevity, the analysis
below demonstrates the impact of the three proposals under three different enterprise valuation
scenarios: $75 million, $125 million, and $200 million. Under the different valuation assumptions,
the following analysis demonstrates how much more beneficial the Allegiant Investor proposal is, as

compared to the other proposals:

06-00510 LA11
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SeraCare SeraCare
Life All #/ Shares
Sciences in MM's Outstanding  13.5
Proposing Allegiant
roup AHEC Company Proposal Investors
Date
Proposed 5/25/2006 6/16/2006 8/16/2006
Amount $ 150 [a] $ 15.0 [b] $ 150
Maturity 12 months from 60 months from
Date 6/30/2007 closing closing
Priority Secured Secured Unsecured
Loan Pricing 9.0% 8.0% 9.0%
Default Upto
Pricing 11.0% 15%
Conversion A minimum of 26.3%of the $4.00 $5.50
Terms common shares f(on a fully-
diluted basis) of the
reorganized entity
Analysis: Value Transfer /
Excluding Interest Received
Future EV of
SeraCare
Life
Sciences $ 75.0 $125.0 $200.0 $ 75.0 $125.0 $200.0 $ 75.0 $125.0 $200.0
Low Mid High Low Mid High Low Mid High
New Bank
IIDebt $ 100 $10.0 $10.0 $ 10.0 $10.0 $10.0 $ 100 $100 $10.0
nvestor
Group Debt  $ - $ - % - $ 150 $ - $ - $ 150 $ - $ -
Value to
Equity $ 650 $15.0 $190.0 $ 50.0 $115.0 $190.0 $ 500 $115.0 $190.0
Shares to
Investor
Group 4.8 4.8 4.8 - 3.8 3.8 - 2.7 2.7
New Shares
QOutstanding  18.3 18.3 18.3 135 173 17.3 13.5 16.2 16.2
% Shares to
Investor
Frmlj_pd 26.3% 26.3% 26.3% 0.0% 21.7% 21.7% 0.0% 16.7% 16.7%
mplie
Prige Per
\S/hzlire $ 354 $6.27  $10.36 $ 3.70 $6.66  $11.01 $ 370 $7.09 $11.72
alue
Transfer to
Investor
Group $ 2.1 $152 $35.0 $ - $10.0 $26.3 $ - $42 $16.6
Shareholder
Loss of
Value as
Compared
to Allegiant
Investors
Proposal $ 21 $111 $183 $ - $58 $096

[a] Compana/ohad proposed $10.0 MM, but in subsequent conversations it has become clear that in actuality would have

needed $15

[b] Offered up to $25.00 MM to Company

to facilitate emergence.

MM which is value we have used.

The difference in the proposals can also be seen in the chart below.

SDODMS1/666148.3
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Comparison of Proposals
$250.0 $20.0

$18.0 @
7 $200.0 $16.0 %
§ $14.0 © mmmm Future EV of SeraCare
pry ’ g Life Sciences
§ $150.0 $12.0 1>u
g $10.0 O

g —e— Shareholder Loss of

@ $100.0 $8.0 Value as Compared to
o $6.0 _g Allegiant Investors
0 ’ Proposal
E $50.0 $4.0 %

$20 &

$- > $-
O
V‘e @Q&
pQ
ol
Group Name
5. In each instance, the proposal of the Allegiant Investors is superior. From a pure

share dilution standpoint, the AHEC proposal would have diluted other equity by at least 26.3% --
the minimum amount of equity in the Debtor which AHEC would have received. The Company’s
counterproposal would have resulted in investors receiving 21.7% of shares of the reorganized
Company on a fully diluted basis. In contrast, the Allegiant Investors’ proposal only results in our
receiving 16.7% of shares outstanding on a fully diluted basis. Furthermore, from a dollar
standpoint, assuming a low $75 million enterprise valuation, the shareholders would benefit by $2.1
million from Allegiant Investors’ proposal, as compared to the AHEC proposal. At the high $200
million enterprise valuation, the benefit jumps to $18.3 million. As compared to the Company’s
counterproposal, there would be no benefit at the $75 million enterprise valuation but there would be
a benefit of $9.6 million at the high $200 million enterprise valuation. This analysis understates the
windfall the AHEC was attempting to obtain for another reason. Upon information and belief, the
AHEC holds approximately 28 percent of the Debtor’s equity. As such, AHEC’s proposal would

have resulted in AHEC having control over the Debtor, without paying a control premium.
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6. In addition to advantages on basic financing terms, the proposal of the Allegiant
Investors is more favorable with respect to other terms as well. For example, the AHEC proposal
required the payment of all fees and expenses of AHEC’s counsel (which amounted to $150,000,
even prior to the date of consideration of AHEC’s term sheet by the Company!), plus an additional
$100,000 monthly payment. This provision alone could well have cost the estate more than the
break-up fee being requested.

7. Clearly, the Allegiant Investors’ proposal has created value for shareholders
substantially higher than either the AHEC proposal or the Company’s counterproposal. The benefit
provided to shareholders more than makes up for the small fees associated with the completion of
this transaction, as any scenario would involve legal and due diligence fees. The adjusted breakup
fee is more than made up for by the significant savings the Allegiant Investors’ proposal has already
provided to shareholders. Moreover, the AHEC’s reflexive attempt to advance a rights offering or to
belatedly match the Allegiant Investors’ proposal (without a break-up fee) in an untimely fashion
demonstrates that we have encouraged, not chilled, the bidding.

8. Had the Allegiant Investors desired to provide financing in the most opportunistic
fashion, we would have proposed what the Debtor presumably was willing to accept (and the AHEC
was unwilling to take). We didn’t. Instead, we decided to make a proposal, based on our internal
valuation that we believed was both fair and beneficial to all concerned. Consistent with that
philosophy, we made a proposal more favorable than what the Company presumably was willing to
accept. In addition to the quantitative values the Allegiant Investors have already added, we believe
that our continued participation would be further accretive to enhancing the Company’s welfare and
benefiting all constituents.

The Process

0. The Allegiant Investors have been very mindful of a Debtor’s obligations in a chapter
11 case. As such, we insisted that prior to accepting any term sheet from the Allegiant Investors that
the Debtor afford other interested parties an opportunity to make their best offer. We understand
that both the AHEC and Gateway Capital Management LLC, parties who we understand have been

involved in this case for a period of time, were provided an opportunity to bid by the Debtor. These
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parties either did not submit a bid or submitted a bid which was inferior to that of the Allegiant
Investors.

AHEC’s Allegations

10. In various pleadings the AHEC has asserted that as part of the Allegiant Investors’
negotiations of the LOI with the Debtor, we agreed to various parties receiving releases. This
assertion is false. At no time was the subject of releases ever discussed with any representative of
the Debtor. In addition, it has been asserted that the Allegiant Investors would be entitled to a break-
up fee even if the Allegiant Investors do not fund. This assertion is also false. Our entitlement to a
break-up fee is premised on funding. The only circumstance where we would be entitled to a break-
up fee prior to funding is if the Debtor does not proceed with our financing, despite the Allegiant
Investors’ willingness to proceed. Finally, it has been asserted that approval of a break-up fee would
be inappropriate because the Allegiant Investors would re-trade deal terms after approval of the
break-up fee. This assertion is again false. First, the Allegiant Investors do not conduct business in
this fashion. Second, the break-up fee is premised on performance of the material terms contained in
the LOI. If the material terms of the LOI change, the Allegiant Investors would not be entitled to a
break-up fee.

Conclusion

11. At all times, the Allegiant Investors have acted in good faith. We have expended
substantial time and effort in this matter and have played by the rules. As demonstrated, we have
already added value far beyond the amount of the break-up fee in question. We believe it would
compromise the integrity of the process if parties are allowed to replace the Allegiant Investors as a
stalking horse financier, after failing to initially submit the highest and best bid, despite having an
opportunity to participate and make a fair bid early on in the process. Our track record is that of a
111
111
111
111
111
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constructive participant, while the track record of AHEC—which has been involved in this process

from early in this bankruptcy case but has been unable to enter into any kind of agreement with the

Debtor—speaks for itself.

I declare under penalty of perjury under the law of the United States that the foregoing is true

and correct.

Executed this 28" day of August 2006, in New York, New York.

SDODMS1/666148.3

/s/ Brian L. Cohen
Brian L. Cohen
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R&EG Version of Muy 23, 2006

Ad Hoe Equityholders Commitiee
SeraCare Lite Scicuces Inc,
$15 MILLION JUNIOR SECURED SUBORINNATED
CONVERTIBLE POST-PETITION NOTES PURCHASE
NONBINDING SUMMARY OF PRINCIPAL TERMS AND CONDITIONS'

FOR DISCUSSTON PURPOSES ONLY

Borower: [ SeraCare Life Sciences Lne. {the “Borrower™), proceedings (joinily
admindstered ynder Case No., “06-005107) pending wder Chaptar 11 of
the Baskruptey Code in the United States Bankruptoy Court fur the
Southern District of California.

_/‘:;1_1:)_{:'{1';':‘1’17{&‘%?';}5 of MNotes: TA TS mitlion junior seevred subordinated converlible debtor-in-

pussession nates (the “Notes™).

“For working capital and géhéﬁﬂf&}!})uf&f& IEMJO:LT_E;EE;E?G{MT
Bank Pacility wilk be puid out prior, using existing T-bill collatersl and
vash.

Use of Proceeds:

Matority Date: T Harkiest of: (1) December 31, 2006 and (i) confirmation of any plan of
reorganization; provided, however, that the maonty dule shull be June
30, 2007 in the event 4 plen is confirmed thai is consented-to by Mujorily
[enders.

Nenders: [Electing members of "A-(i-[.[Ué.jiqt-lii;‘i—ié;;]ﬁé} {the “Lenders’ '} T
CAdminisirative Agent: | [Black Horse Entity] (he *Agent™) B

The obligations of the Borrower will be, pursuani to Seotion 364(c){(3) of
the Banksuptey Code, seeured by a perfected junior Hen on all propernty
of the Borrower that was subjeet to valid, perfected and unaveidable liens
that were In existence irmmediately prior to the Pelition Date of the
Borrower (including being junios to the liens of the existing subordinated
secured lenders and any previously granied adequate protection
replacernent Liens for those fendurs), or to valid and wnavoidable liens
that were i existence immedintely priog to the Pelition Date that were
perfected subscquent 1o the Petition Date as permiited by Seetion 546(h)
of the Bankruptey Code. Because the vaisting bank facility will be puid
off prior to cunsutuimation of the note purchase, livns securing the Notes
shall not be junior 1o the banks' liens (inchiding adequate protection
liens).

L
Friority:

[ Mandatory Commitiaen Reductions | 100% of the net cash proceeds from any casually or othet imsured

"Ihis Sutnuary of Pringipal Uerms and Conditions does not constitule a comunitment by any member of
the Ad Hoe Bguityholders Commiltee or any of their respective affiliales (o exiend credit to, or provide any vguily
financing to, the Borrower or any other pexson,

SeyaCare Convers D13 Tenn Sheel 120C

EXRIBITC



R&G Version of May 25, 2006

T danmge tE:Jsiy pmpu‘lyufll:(iinrxowcx(iﬂ::\;;{: il Netes shall not
be calluble prics to stated maturity.

“and Repayments:

AN sdmimietrative agency foo of 81,000 per month payabic upon entry of
a final order approving the notes purctiase and upon the first business day
of each wonth thereafler,

CAgency Fee:

Toes and expenses of counsel to Ad Hoo Bgeity Committee to be paid
upon closing of the notes purchase feurrenty approximately $130, 000,
swhich includes wark on financing, plan cutline and first draft of
Jinancing document]. Feos puyable montidy therealter, with a payment
(not accrual) cap of $100,000 per month [this is baved on Ad Hoc
committeg either filing plan or being co-sponsor of o joint planf.

“Lender's Legal Fees

Indicative Pricing: 9% per anvum payable monthly in arreas.

"Defanit Pricing: 1 ]%ﬁpur Annw puyal}lc'}-ﬂénth]y i ATCerS,

Conversion Tenns + iach Lender may converl ity entite claim fo comumon stock of the
company to such 1.ender’s pro rata share (oud of the Londurs) of at
least 26.3% of the cormon shazes (on a fully-diluted basis) of the
reorganized criity, or any suceessor entifies.

s Lenders huve full preemption rights, and rigbt of st refusal, for any
equity or debt tinancing at reorpanization.

« Eleciion to convert in connection with effective date of plan
confirmation rmust be made not later thau 3 days prios to the
confimation hearing. Conversion will only tiske place it plan
acceptable to the cleeling Lender is confinmed. Conversion te be
effective one day prior to eltective dute of the plan.

s Conversion ny also be made after offective date of plan. Notes will

S, biave typical anii-dilution provision for post-confirmation period

Ancillary Conversion Teons Ad Hoe Comnmiltee has right fo propose a plan of veorgunization {ie.
sxelusivity lifted for Ad Foc Comaiites), but Ad 1loe Conunittee will

First negotiate in good faith with Deblor toward that plan. Basis of those

plan negoliations shall by the Plan Term Sheet separatcly provided to the

Debtor. Other parties may pariicipate in (hose negotiations. {4y

discussed with Debior's counsel, company fHing a plan has sepative

D& insurance ramifications ). S

Lenders subordinate claims vuder the Facility to alfowed prepetition non-

priority, nomsuberdinated unscoured claims, including post-petition

interest af the federal judgment rate fourrently 5.019%)% as of the date of
entry of an order approving tie notes purchase; provided, oweyer, thal

e allowed amount of claims to which the Notes shatl be subordinated

shadl not cxceed $7.5 million plus interest. In the vvent suburdination is

exceeded, allowed unsecured claims shali shaze to wadinnem
subordination amount pro reta. Subvrdination payments woutd be
effcctuated by financing order and bankruptey court, and payment of
trade pursuani te subordination terms will occur on the cartier of (i) the
eifectiveness of s plan, (ii) distributions to Lendess alter a conversion of

Subordination Terms

Y Onink v. Cordelucei (In re Cardelucei}, 285 ¥.3d 1231 (9" Cir. 2002), provides for fhis rate for pust-
petition interest on unseeured olaims,

SeraCare Convert DIP Tenm Sheet 13C -2-
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R&G Version of May 25, 2006

the case 1o chapter 7, (i'ii recovery of cash by the Lenders after disinissal
of the case (previded that no subordiration wonld he paid if nseeured
creclitors or their official comaraiitee initisles or suppoits
conversion/dismissal), and (iv) Lenders tecoive proceeds from any
foreclosure. Lenders would have rights to object 10 genoral unsecurcd

claing.
Conditions to Signing of Loan | Ditigence ({JBE completed with 5 days of provision on documents): ’
Documents: v Review of certain material contracts
e Discussion regarding sules force and customer selationships
s Verification of cash on heed
e Copies of existing post-petition tinancial reporting to bunks
+  Copy of existing post-puiition inventory
e Copy of existing post-petition reveivablus unalysis
“Condilions fo Purchase of Notes: L h‘xisrh{g somior bank facilitics shail be paid indefeasibly in full,

using existing cash collateral (including F-hilis).

2. Ealry of a fimal order, and no pending appeals, suthorising the
nofes purchase conternplated hereby,

3, Truth uf represenfations {see betow).

4, Finanging Order to contain a full 506(c) waiver for DIE fenders.

Represenlations and Warcaniics, o Cash collateral nsaye in ordinury course; Jenders retain rights tu
Covenanls, Vvents of Delault: abject to nen-ordinary-course use of cash (i.e., Licbioes nwst stild

obtain approvals under 363(b), and Eenders refain rights 10 object to
such molions).
o Representalions:

o 'Irath of schedules and statements, plus disclosure of
major variances (¢.g., vatue of reeeivables, inverdory)
since petition date

o Total number of shares and option/warrants

o [Other]

e {Jovenanis

o No other equity or debt fimancing prier to confirmation
{except for a basket for employee incentive options, 1o
he sgreed).

o Monthly financial reperiing consisting of Us Trustee
operating reports plus a swnmary usawdited financial
staternent in a form to be apreed upon (hasetine should
be existing vowspany inlemal monthly financials); this
seporting o be publiciy filed on an 8-K

o Mainlain gross reverue (excluding extraordmary
gains}, on annuabzed hasis, above $47.5 mition (lesied
monthly)

o Maintain EBITDA (calculated vix gush, not {rom
GAAD bascline, and sxchading catzaordinary puins gid
Josses such as inventory revaluation), on an annualized
basis, above $_ . [Need o understand swhether $3-5
miflfion EBITDA incorporafes the inventory wrile
down, or is @ read eash momber]

o [Oiher]

o Lvents of Default
o layment defaults
o Conversion/Lismissal/ Trastee/Mxaminer witls

SeraCare Conver? 1PI0 Tenm Sheet. DOC -3-
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R&G Version of May 25, 20006

o Breach of fmsneial tests
o Hreach of other covenants with 5 day cure {exeept
financial tests)
o Material misrepresentatierfomission in represcntations
e No issuanee of any other equily or ontside-the-ordingry-course debt.
Conversion rmay be exercised by cach Lender mdividually.
Other decisions (including release of collateral) to be made by majority
vole of Lenders, except: maturily date, interest rate, principal amount,
subordination terms, conversion fealures, which require consent of cach
o Lender affected. o L
Assiguments ad Panticipation: - Assigmnents and participations of the Notes will not require the consent
of Borrower. [Need 1o discuss.]

“Lender Voting:

Venue of Bankrupley Case fDiscuss Following consununation of the notes pusrchase, Debtor shall seck to

with Company] clrange venue of the bankraptey case lo Massachusetts, for cosl-saving
purposes, Lenders agreo that any eluims objections relating to clajms

that were originally held by California-based creditors and benefit lrom
the subordination of the Notes tay be beard in San Divgo [and consent

1o binding arbitration of such disputcs in San [yiego].
Governing Law, New York, cxeept as governed by the Bankniptey Code,

Iﬁat;';:zltutlxc Ien:du__ ] Ropes & Gray LLP

SeraCare Convert BIP Temni Sheet. DOC -4-
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EXHIBIT “B”



Borrower:
Amount:
Securitics:
Interest Rale;

Muturity:

Conversion Price:

Subordination:

Sceurity:

Antidilulion
Protection

Use of Proceeds:
Investors:
Call:

Preemptive
Righls:

Conditions to
Closing

SeraCare Life Sciences, Inc.
Drafl Term Sheet

June 16, 2000

SeraCare Life Sciences, Inc. (the "Company™)

$10 million

Senior Subardinated Convertible Notes {(the “Notes™)

8% 1monthly in arrcars

12 months from closing

$4.00 per share

Notes will be subordinate in right of payment 1o the oxsling
subordinated debt (34 miliion) and any senior working capital debt
funded during the period (not to exceed $10 million)

Notes will have a sceond lien on all of the Company’s assess

Direct ratehet to the price of any equity or cquily-related securilies
sold prior to or in conjunction with the confirmation of a plan of
reorganization

General working captlal purposcs

Ad oe Equity Commitiee

The Notes will be callable at the confirmation of a plan of

reorganization

Holders of the Notes will have the proportiorate right to purchase
any debt or cquity securitics offered for sale by the Company

Repayment of all existing bank indebtedness and others tevns as
generally outlined in the Ad Hoc Equity Comnutlee dradt term
sheet of May 25, 2000

X8I G



Lepat Fees: Company will pay actual out-ol-pocket expenses ol Investors’
counsel to date and through closing.  Puture legal cxpenses as
incurred with a cap of $235,000 per month,

Bankruptey

Venue Company will work with the Committee to optimize the
bankruptey process.

LEXHIBIT G



