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ERIC P. ISRAEL (State Bar No. 132426)
eis~ael@dgdk. com
JOHN N. TEDFORD, IV (State Bar No. 205537)
jtedford@dgdk. com
SONIA SINGH (State Bar No. 311080)
ssingh@dgdk. com
DAMNING, GILL, DIAMOND & KOLLITZ, LLP
1900 Avenue of the Stars, 11th Floor
Los Angeles, California 90067-4402
Telephone: (310) 277-0077
Facsimile: (310) 277-5735

Attorneys for Brad D. Krasnoff, Chapter 7 Trustee

UNITED STATES BANKRUPTCY COURT

CENTRAL DISTRICT OF CALIFORNIA

LOS ANGELES DIVISION

I In re I Case No. 2:19-bk-11153-RK

I PRECISION AGRITECHNOLOGIES, LLC, Chapter 7
dba LOCAL ROOTS FARMS,

TRUSTEE'S NOTICE OF MOTION AND
Debtor. MOTION TO: (1) AUTHORIZE SALE OF

SUBSTANTIALLY ALL OF THE
DEBTOR'S ASSETS AT PUBLIC
AUCTION FREE AND CLEAR OF
LIENS; (2) AUTHORIZE THE
EMPLOYMENT OF BRIAN TESTO
ASSOCIATES, LLC, TO CONDUCT
SUCH SALE; (3) APPROVE
COMPROMISE REGARDING SUCH
SALE BETWEEN THE TRUSTEE, THE
MEI~IDEO TRUST AND WEST COAST
REAL ESTATE HOLDINGS LLC; AND
(4) APPROVE PROPOSED
ALLOCATION OF SALE PROCEEDS
AND EXPENSES;
MEMOIaANDUM OF POINTS AND
AUTHORITIES, DECLARATIONS OF
BRAD D. KRASNOFF AND BRIAN
TESTO, AND REQUEST FOR JUDICIAL
NOTICE IN SUPPORT THEREOF

Date: August 20, 201.9
Time: 2:30 p.m.
Place: Courtroom 1675

255 E. Temple Street
Los Angeles, CA 90012
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PLEASE TAKE NOTICE that on August 20, 2019, at 2:30 p.m., or as soon thereafter the

matter may be heard, in Courtroom 1675 of the United States Bankruptcy Court, 255 E. Temple

Street, Los Angeles, California, Brad D. Krasnoff, the Chapter 7 trustee (the "Trustee") for the

estates of Precision AgriTech, Inc. dba Local Roots Farms, case no. 2:19-bk-11150-RK ("Precision

AgriTech") and Precision AgriTechnologies LLC dba Local Roots Farms, case no. 2:19-bk-11153-

RK ("Precision AgriTechnologies") (collectively, the "Debtors"), will and hereby does move the

Court under 11 U.S.C. § 363, Rule 9019 of the Federal Rules of Bankruptcy Procedure, and Local

Bankruptcy Rules 6004-1(c) and 9013-1, for an order: (1) authorizing the sale of substantially all of

the Debtors' assets at public auction free and clear of liens; (2) authorizing the employment of

Brian Testo Associates, LLC, to conduct such sale; (3) approving the compromise (the

"Agreement") regarding such sale between the Trustee, Michael Melideo as Trustee of the Michael

Melideo Revocable Trust 1996 (the "Melideo Trust") and West Coast Real Estate Holdings LLC

("WCREH") on the division of sale proceeds; and (4) approving the proposed allocation of sale

proceeds and expenses (the "Motion").

This Motion is made on the following grounds: The Trustee is requesting authority to sell

the Debtors' personal property located at 4600-4620 S. Santa Fe Ave., Vernon, California 90058

(the "Santa Fe Property") and 5000 Hampton St., Vernon, California 90058 (the "Hampton

Property") (collectively the "Premises") at a public auction, free and clear of liens pursuant to 11

U.S.C. ~ 3630.

Pursuant to Local Bankruptcy Rule 6004-1(c), the Trustee provides the following

information:

A. The date, time and place of the hearing on the Motion are set forth above.

B. The proposed sale is a public auction, as such the name and address of the proposed

buyers) are unknown at this time.

C. The property to be sold consists of the Trustee's right, title and interest in the

Debtors' personal property located at the Premises. Such items include large metal containers and

their contents and appurtenances (e.g., HVAC units) that compromise "Grow Pods," as well as

machinery, equipment, tools, office furniture and materials, including a Hyster forklift.

1554552.4 l9ll 153A 2

Case 2:19-bk-11153-RK    Doc 29    Filed 07/30/19    Entered 07/30/19 16:46:26    Desc
 Main Document      Page 2 of 90



1

2

3

4

5

6

7

Ey

9

10'

1 1

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

The items are listed in Precision Agritechnologies's Schedule A/B and Precision

AgriTech's Schedule A/B, which are attached as Exhibits "1" and "2," respectively, to the

Declaration of Brad D. Krasnoff attached hereto (the "Trustee's Declaration"). As the proposed

sale includes assets of both the parent company, Precision AgriTech, and its subsidiary, Precision

AgriTechnologies, the Trustee proposes to sell both the parent company's assets as well as the

subsidiary's assets, subject to the allocation described below. Therefore this Motion is being filed

in both Debtors' bankruptcy cases. The Trustee, through his proposed auctioneer Brian Testo

Associates, LLC ("Testo"), has attempted to identify which assets at the Premises (if any) belong to

the parent company, Precision AgriTech. However, such identificatiotl on some items was not

possible. The Trustee will not sell leased property described as: (1) a "Toyota Forklift —Model

8FG45U; Model Year: 2014; Serial Number: 10377 —Lease for 60 month,"1 and (2) equipment

subject to leases in favor U.S. Bank, N.A. dba U.S. Bank Equipment Finance and/or Insight Direct

USA, Inc. dba Insight Global Finance.

D. The terms and conditions of the sale are that the Debtors' personal property will be

sold for the highest and best bids at a public auction, "as is," "where is" and with no warranty or

recourse whatsoever.

E. Based on a review of the Debtors' schedules, proof of claims filed in the Debtors'

respective bankruptcy cases and UCC searches conducted for both Debtors, the only known

encumbrances against the assets are: (1) the purported lien in favor of Eric Ellestad ("E1lestad")

scheduled as a "secured loan" against Precision AgriTech's assets in the amount of $350,000,

which appears to be unperfected; and (2) the purported lien in favor of Arrow Electronics

("Arrow") scheduled as a disputed creditor based on a UCC-1 Financing Statement filed against

Precision AgriTechnologies's assets in the amount of $657,223.56. In addition, the Trustee

proposes to sell a piece of equipment described as a "Hyster Forklift — S 1 SSFT —Class IV-IC

1 See Ex. l; Precision Agritechnologies's Schedule A/B (LLC docket no. 1).

2 See Proof of Claim No. 10 filed in Precision Agritechnologies's case on or about June 4, 2019.
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Cushion Forklift —Lease for 60 months"3 (the "Hyster Forklift") under a defective security interest

~ in favor of De Lage Landen Financial Services, Inc. ("De Lage"). The liens and claims in favor of

Ellestad, Arrow and De Lage are referred to hereinafter collectively as the "Subject Liens."
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Liens. First, the Trustee disputes Ellestad's lien because it should have been perfected by a UCC-1

Financing Statement, but was not. Therefore, the Trustee requests that the Debtors' assets be sold

free and clear of Ellestad's lien. Second, WCREH represents that it is the assignee of Arrow's note

and Arrow's UCC-1 Financing Statement underlying Arrow's lien pursuant to a written "Quitclaim

Assignment" agreement dated March 6, 2019, and as discussed below, the proposed Agreement

provides for WCREH consenting to the sale and an agreed distribution of the sale proceeds in

consideration of its relinquishment of Arrow's lien. The De Lage lien, structured as a lease, is a

disguised security interest that is unperfected.

F. The proposed sale is a public auction, and as such will be subject to higher and

I better bids.

G. At this time, the consideration to be received by the Debtors' estate cannot be

calculated with certainty, as the proposed sale is a public auction. However, the Trustee anticipates

that the auction will gross between approximately $180,000 and $265,000.

Pursuant to the terms of the Agreement described below, the gross proceeds from the

auction will be distributed as follows, to the extent of available funds: First, in satisfaction of

administrative expenses of the sale as detailed in the Agreement. Second, the sum of $25,000 shall

be paid to WCREH in relinquishment of Arrow's lien. Third, the remaining proceeds will be split:

(i) 40% to be split pro-rata between the Debtors' estates, (ii) 40% to the Melideo Trust, up to the

amount of its allowed post-petition administrative claim for the Santa Fe Property; (iii) 10% to

WCREH, up to the amount of its allowed post-petition administrative claim for the Hampton

Property; and (iv) 10% to WCREH in further consideration of its relinquishment of Arrow's lien,

which payment shall be capped at $15,000 and the total allocation to WCREH for its

3 See Ex. 1; Precision Agritechnoiogies~s Schedule A/B (LI C docket no. 1~.
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relinquishment of Arrow's lien shall be capped at $40,000. Fourth, any remaining funds from the

sale will belong to the Debtors' estates.

H. In connection with the public auction, the Trustee seeks to employ Brian Testo

Associates, LLC as his auctioneer and enter into an auction service agreement with Testo. Testo is

disinterested and qualified to conduct the auction. Testo's qualifications are listed in Exhibit "3"

attached to the Declaration of Brian Testo attached hereto (the "Testo Declaration"). The proposed

auction service agreement is attached to the Testo Declaration as Exhibit "4." Testo has agreed to

be compensated solely from a buyer's premium of 18%. Testo has further agreed that his costs,

associated with advertising, marketing and preparing the items for auction, would not exceed

$28,500 ($16,500 for the Santa Fe Property, and $12,000 for the Hampton Property). Testo will

advertise the sale online and promote the auction, including on-site inspections of the Personal

Property. Said auction will occur at the Santa Fe Property and the Hampton Property, meaning that

auction items will be sold in place at the Santa Fe Property and the Hampton Property, respectively.

After the auction, Testo will turnover any and all proceeds from the auction to the Trustee. The

Trustee intends to pay Testo's fees and expenses from the sale proceeds after the filing with the

Court of the Auction Report and the Court's approval of a duly noticed application for

compensation.

Pursuant to the Office of the United States Trustee, Region 16's Revised Supervisory

Instruction #10 Re: Employment of Auctioneers, the Trustee provides the following information:

(1) Testo's statement of disinterestedness for employment of professional person

I under F.R.B.P. 2014 is attached to the Testo Declaration as Exhibit "5."

(2) After investigation, the Trustee has confirmed that: (a) Testo has a current

blanket bond in favor of the United States of America in the amount of $25,000 (the ̀ Blanket

Bond"); (b) Testo has filed the Blanket Bond with the Clerk. of the United States Bankruptcy Court

(Los Angeles Division); and (c) a copy of the Blanket Bond has been sent to the United States

Trustee.

(3) The proposed auction is expected to generate funds in excess of $10,000, and

Testo has obtained an individual bond (the "Individual Bond") issued specifically in the Debtors'

1.554552.4 1911153A 5

Case 2:19-bk-11153-RK    Doc 29    Filed 07/30/19    Entered 07/30/19 16:46:26    Desc
 Main Document      Page 5 of 90



1

2

3

4

5

6

7

8

9

10

1 1 '.

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

cases in the arnoutit of the estimated value of the property to be sold, or $180,000, in favor of the

~ Trustee as trustee for the Debtors' estates, with the cost of the Individual Bond being a cost of sale.

(4) After the auction, Testo will turnover any and all proceeds from the auction

~ to the Trustee. The Trustee intends to pay Testo's fees and expenses from the sale proceeds after

the filing with the Court of the Auction Report and the Court's approval of a duly noticed

application for compensation.

(5) Testo is a licensed appraiser and has established an appraised value for the

~ items being sold to be between approximately $180,000 and $265,000.

I. The Trustee is advised by his proposed accountants that there will not be any

Federal and/or California income taxes due as a result of the proposed sale of the Debtors' personal

property. The auctioneer will handle collection of atly sales taxes.

J. Any objection to the Motion must be filed and served not later than 14 days before

~ the date of the hearing.

K. The Trustee also seeks Court approval of the Agreement, entered into by the

Trustee, the Melideo Trust and WCREH (collectively the "Landlords"), regarding the sale of the

personal property located at the Premises.4 A true and correct copy of the Agreement is attached to

the Trustee's Declaration as Exhibif "6." Without modifying in any respect the terms set forth

therein, the Agreement provides, among other things, for the distribution of the auction proceeds

from the sale of the personal property at the Premises between the Trustee, WCREH and the

Melideo Trust, that the auction will be handled by Testo, termination of the leases for the Premises

such that the Landlords will be free to re-let their respective Premises, the avoidance of Arrow's

lien (but not Arrow's note or underlying debt) for the benefit of Precision AgriTechnologies's

estate, the Landlords' respective 11 U.S.C. § 502 unsecured claims, the parties' stipulation in

regard to the shipping containers and their contents and appurtenances that compromise "Grow

Pods" at the Premises, and that within 60 days after entry of the Court's order approving the

proposed auction, the Trustee shall cause Testo to remove all personal property from the Premises.

4 The Debtors are co-lessees as to the Santa Fe Property, and the Melideo Trust is the lessor.
precision Agri~`echnologies is the Iessee as to the Hampton Property, and VVCRL~"H is the lessor.
1554552.4 1911153A 6
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pro rata allocation of the auction net sale proceeds between the Debtors' respective estates, based

on the scheduled values of the Debtors' personal property filed with their petitions, or 93.72% to

Precision AgriTechnologies and 6.28% to Precision AgriTech.s Similarly the Trustee seeks to

allocate the attorneys' fees for the sale as the sale proceeds between the two estates. The Hyster

Forklift belongs to Precision AgriTechnologies' estate, and the sale proceeds thereof will belong to

that estate.

This Motion is based upon this Notice of Motion and Motion, the attached Memorandum of

~ Points and Authorities, the Trustee's Declaration, the Testo Declaration, and Request foa~ Judicial

Notice; the separately filed notice of the Motion; the papers and pleadings in the Debtors'

bankruptcy cases; and such other evidence that may be presented at the hearing.

PLEASE TAKE FURTHER NOTICE that pursuant to Local Bankruptcy Rule 9013-1(fj,

each interested party opposing, joining in, or responding to the Motion must, not later than 14 days

~~~~ before the date of thehearing, file with the Clerk of the Bankruptcy Court and serve upon the

Trustee's general counsel, Eric P. Israel and Sonia Singh, Darning, Gill, Diamond & Kollitz, LLP,

1900 Avenue of the Stars, 1 lth Floor, Los Angeles, California 90067-4402, and the United States

Trustee, 915 Wilshire Blvd., Suite 1$50, Los Angeles, California 90017, either: (i) a complete

written statement of all reasons in opposition thereto or in support or joinder thereof, declarations

and copies of all photographs and documentary evidence on which the responding party intends to

rely, and any responding memorandum of points and authorities; or (ii) a written statement that the

Motion will not be opposed.

///

5 The proposed pro rata allocation is based on Precision Agritechnologies's Schedule AB (LLC
docket no. 1), in which its scheduled personal property to be sold at the auction is valued at
approximately $1,924,662.77, and Precision AgriTech's Schedule AB (INC docket no. 1), in
which its scheduled personal property to be sold at the auction is valued at approximately
$128,965.26.
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Pursuant to Local Bankruptcy Rule 9013-1(h), failure to timely file and serve papers may

be deemed by the Court to be consent to the granting of the Motion.

DATED: July ~~`-~~', 2019 DAMNING, GILL, DIAMOND & KOLLITZ, LLP

~' 
~;

r~ r̀ .~r

-..d

ERIC P. ISRAEL
SONIA SINGH
Attorneys for Brad D. Krasnoff, Chapter 7 Trustee
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MEMORANDUM OF POINTS AND AUTHORITIES

I.

FACTUAL STATEMENT

A. Bankruptcy Back  ~raund

On or about February 4, 2019 (the "Petition Date"), Precision AgriTech, Inc. dba Local

~' Roots Farms ("Precision AgriTech") filed a voluntary petition for relief under Chapter 7 of Title 11

of the United States Code (the "Bankruptcy Code"). The case was assigned case number 2:19-bk-

11150-RK. Brad D. Krasnoff was subsequently appointed as the Trustee for Precision AgriTech's

estate and continues to serve in that capacity.

On or about the Petition Date, Precision AgriTechnologies LLC ("Precision

AgriTechnologies"), the subsidiary of Precision AgriTech, also filed a voluntary petition for relief

under Chapter 7 of the Bankruptcy Code. The case originally was assigned case number 2:19-b1c-

11153-ER. Brad D. Krasnoff was subsequently appointed as the Trustee for Precision

AgriTechnologies' estate and continues to serve in that capacity. On June 18, 2019, the case was

reassigned from the Honorable Ernest M. Robles to the Honorable Robert N. Kwan. Precision

AgriTech and Precision AgriTechnologies are referred to hereinafter collectively as the "Debtors."

B. The Debtors' Landlords

1. The Santa Fe Property

According to their petitions, the Debtors' principal places of business were located at 4600-

4620 S. Santa Fe Ave., Vernon, California 90058 (the "Santa Fe Property"). The Debtors are co-

lessees to the lease thereon dated January 1, 2018 (the "Santa Fe Lease"), and Michael Melideo as

Trustee of the Michael Melideo Revocable Trust 1996 (the "Melideo Trust") is the lessor. The

Melideo Trust advises that it terminated the Santa Fe Lease pre-petition.

On its Schedule E/F filed on the Petition Date, Precision AgriTechnologies listed the

Melideo Trust as a creditor with an unsecured claim of $90,616.48 under the Santa Fe Lease, an

amount the Melideo Trust disputes.

1554552.4 1911153A
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Precision AgriTechnologies is the lessee as to real property located at 5000 Hampton St.,

Vernon, California 90058 (the "Hampton Property") under a written lease dated September 1, 2015

(the "Hampton Lease"), and West Coast Real Estate Holdings LLC ("WCREH") is the lessor.6

WCREH advises that it terminated the Hampton Lease on or about January 14, 2019. The Trustee

is further advised that the personal property located at the Hampton Property includes various items

that are labeled as, or otherwise appear to be, hazardous materials abandoned by Precision

AgriTechnologies (collectively, the "Hazardous Materials").

On its schedules, Precision AgriTechnologies listed that Tresmac Management, LLC is the

authorized representative for WCREH. On its Schedule E/F filed on the Petition Date, Precision

AgriTechnologies listed Tresmac Management, LLC as a creditor with a $29,900.00 unsecured

claim under the Hampton Lease.

~ C. Debtors' Personal Property Subject to Sale

The property to be sold consists of the Trustee's right, title and interest in certain personal

property located at the Premises (the "Personal Property"). Such items include large metal

containers and their contents and appurtenances (e.g., HVAC units) that compromise "Grow Pods,"

as well as machinery, equipment, tools, office furniture and materials, including a Hyster forklift.

The items are listed in Precision Agritechnologies's Schedule A/B and Precision AgriTech's

Schedule A/B, which are attached as Exhibits "1" and "2," respectively, to the Declaration of Brad

D. Krasnoff attached hereto (the "Trustee's Declaration").

1. Hester Forklift

On its Schedule A/B, Precision Agritechnologies listed a "Hyster Forklift — S 155FT —Class

IV-IC Cushion Forklift —Lease for 60 months" (the "Hyster Forklift") with a net book value of

$20,700 and an unknown current value. On its Schedule G, Precision Agritechnologies also listed

6 The Melideo Trust and WCREH are referred to hereinafter collectively as the "Landlords." The

Santa Fe Property and the Hampton Property are referred to hereinafter collectively as the

"Premises."
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an unexpired equipment lease agreement with De Lage Landen Financial Services fora "Hyster-

S 155ft (Forklift)" with a remaining term of 28 months (the "Hyster Lease")

The Trustee believes that the lease of the Hyster Forklift is a disguised security agreement

which should have been perfected by a UCC-1 Financing Statement, but was not. Therefore, the

Trustee believes that he has avoiding power claims relating to the leased Hyster Forklift that allow

him to sell it. The Trustee proposes segregating the Hyster Forklift from the other property to be

sold, subject to the Trustee bringing an avoidance action to clear title thereto.

D. Debtors' Personal Property Not Subject to Sale

The Trustee is not seeking to sell certain leased property as part of the proposed auction as

detailed below.

1. Tovota Forklift

On its Schedule A/B filed on the Petition Date, Precision Agritechnologies listed a "Toyota

Forklift —Model 8FG45U; Model Year: 2014; Serial Number: 10377 —Lease for 60 month" (the

"Toyota Forklift") with a net book value of $27,500 and an unknown current value. On its

Schedule G also filed on the Petition Date, Precision Agritechnologies also listed an unexpired

lease with Toyota Commercial Finance fora "Toyota- Fork Lift" with a remaining term of 49

months (the "Toyota Lease"). Based on a review of the Toyota Lease, the Trustee is informed that

such lease is a true lease and therefore the Toyota Forklift catlnot be sold. The Trustee proposes

segregating the Toyota Forklift from the property to be sold, and returning the machinery to the

lessor.

2. Equipment Subject to Leases in Favor of U.S. Bank And/Or Insight Direct USA

On or about June 4, 2019, U.S. Bank, N.A. dba U.S. Bank Equipment Finance ("U.S.

Bank") filed Proof of Claim No. 10 in Precision AgriTechnologies's bankruptcy case in the amount

~ of $88,170.58 based on "leases." According to the proof of claim, the creditor also used the name

Insight Direct USA, Inc. dba Insight Global Finance ("Insight") with Precision AgriTechnologies.

On its Schedule G, Precision Agritechnologies listed an unexpired lease agreement for

computer ~c~~ipr~~r~t ~~i_th Ir~si~lzt witL~ a rPmair~in_g term of 19 m,ontl~_s (thy "Insi~hti Leas"), Based

1554552.4 1911153A 11
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on a review of the Insight Lease, the Trustee is informed that such lease is a true lease and therefore

the equipment subject to such lease cannot be sold. The Trustee proposes segregating the

equipment subject to the Insight Lease from the property to be sold, and returning the equipment to

the lessor.

E. Proposed Treatment of Liens Against Debtors' Assets

Based on UCC searches conducted for both Debtors, the only known encumbrances against

the Personal Property are: (1) the purported lien in favor of Eric Ellestad ("Ellestad"); and (2) the

lien in favor of Arrow Electronics ("Arrow"). The liens and claims in favor of Ellestad and Arrow

are referred to hereinafter collectively as the "Subject Liens."

1. Ellestad Lien

On its Schedule D filed on the Petition Date, Precision AgriTech listed Ellestad as a secured

creditor in the amount of $350,000. Precision AgriTech also listed Ellestad as an insider with a

secured loan against "all assets." However, based on the Trustee's investigation, Ellestad never

filed a UCG1 Financing Statement against Precision AgriTech. Accordingly, Ellestad's lien is

unperfected and the Trustee proposes that the Personal Property be sold free and clear of Ellestad's

lien.

2. Arrow Lien

On or about May 9, 2016, Precision AgriTechnologies executed a secured promissory note

in favor of Arrow Electronics, Inc., a New York corporation (the "Arrow Lien" or the "Arrow

'~ Note"), pursuant to which Precision AgriTechnologies agreed to pay Arrow the aggregate principal

amount of all advances together with any accrued and unpaid interest thereon. Arrow filed a UCC-

1 financing statement against Precision AgriTechnologies on or about May 17, 2016 relating to the

Arrow Lien.

On its Schedule D filed on the Petition Date, Precision AgriTechnologies listed Arrow as a

disputed creditor with a $657,223.56 claim. Precision AgriTechnologies on its schedules states that

it does not believe any property is subject to a lien, and has stated to the Trustee that it believes that

nothing «vas o~.Ning vn~~r the Arrow Lien because it had paid off the Arrow Note in or around April

1 554552.4 19ll 153A 12
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2018, and any outstanding invoices after such time due to Arrow were unrelated to the Arrow Note,

and hence are unsecured. Precision AgriTechnologies further contends that such disputed invoices

were outstanding due to Arrow's violation of terms and conditions and shipment of nonconforming

and faulty product.

WCREH represents that it is the assignee of the Arrow Note and Arrow's UCG1 financing

statement pursuant to a written "Quitclaim Assignment" agreement dated March 6, 2019. A copy

of the Quitclaim Assignment is attached to the Trustee's Declaration as Exhibit "7." As discussed

below, the Trustee's proposed agreement with the Landlords provides for WCREH to consent to

the Trustee's sale in exchange for payment to WCREH from the sale of the Personal Property in

consideration of its relinquishment of Arrow's lien.

F. The Employment of an Auctioneer and the Auction

The Trustee seeks to employ Brian Testo Associates, LLC ("Testo") as his auctioneer and

enter into an auction service agreement with it. Testo is disinterested and qualified to conduct the

auction. Testo's qualifications are listed in Exhibit "3" attached to the Declaration of Brian Testo

attached hereto (the "Testo Declaration"). The proposed auction service agreement is attached to

the Testo Declaration as Exhibit "4." Testo has agreed to be compensated solely from a buyer's

premium of 18%. Testo has further agreed that his costs, associated with advertising, marketing

and preparing the items for auction, would not exceed $28,500 ($16,500 for the Santa Fe Property,

and $12,000 for the Hampton Property). After the auction, Testo will turnover any and all

proceeds from the auction to the Trustee. The Trustee intends to pay Testo's fees and expenses

from the sale proceeds after the filing with the Court of the Auction Report and the Court's

approval of a duly noticed application for compensation.

1. Requirements of the Office of the United States Trustee, Region 16's Revised

Supervisory Instruction #10 Re: Employment of Auctioneers

(a) Testo's statement of disinterestedness for employment of professional person

under F.R.B.P. 2014 is attached to tl~.e Testo Declaration as Exhibit "5."
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