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UNITED STATES BANKRUPTCY COURT 
FOR THE WESTERN DISTRICT OF PENNSYLVANIA 

In Re: 
ALLEGANY VALLEY MANAGEMENT, LLC, 

Debtor. 
 
ALLEGANY VALLEY MANAGEMENT, LLC , 
 
 Movants, 
 
 v. 
 
MCKEAN COUNTY TAX CLAIM BUREAU; 
THE PROGRESS FUND; TD/1st 
INDUSTRIES; CITY OF BRADFORD, 
OFFICE OF ECONOMIC & COMMUNITY 
DEVELOPMENT; CITY OF BRADFORD; 
BOROUGH OF LEWIS RUN; BRADFORD 
AREA SCHOOL DISTRICT; U.S. SMALL 
BUSINESS ADMINISTRATION; and SEDA-
COG LOCAL DEVELOPMENT 
CORPORATION,   
 
 Respondents. 
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BANKRUPTCY NO.  12-11266 TPA 
 
THE HONORABLE THOMAS P. AGRESTI 
 
CHAPTER 11 
 
 
 

 
DEBTOR’S MOTION TO SELL REAL PROPERTY AND IMPROVEMENTS  

PURSUANT TO CONFIRMED PLAN FREE AND DIVESTED OF LIENS 
 
 

 AND NOW, this 9th day of January, 2017, comes Allegany Valley Management, 

LLC, Reorganized Chapter 11 Debtor, Movant (hereinafter referred to as “Debtor” or 

“Movant”), by and through its counsel, Knox McLaughlin Gornall & Sennett, P.C., with 

this Motion to Sell Real Property and Improvements Pursuant to Confirmed Plan Free 

and Divested of Liens (the “Motion” or “Motion for Sale”) as follows: 
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1. The Motion is filed pursuant to the Debtor’s confirmed Chapter 11 Plan of 

Reorganization which provided for the Debtor to sell several of its commercial 

properties, including the property which is the subject of the within Motion for Sale. 

2. The Bankruptcy Court has jurisdiction over the Motion and under 

28 U.S.C. §1334, 28 U.S.C. §157(a) and the Order of Reference to the United States 

Bankruptcy Court in the Western District of Pennsylvania.  This is a core proceeding 

under 28 U.S.C. §157(b).  This Motion is filed pursuant to 11 U.S.C. §363(f)(2), Federal 

Bankruptcy Rules 2002, 6004, 9013, 9014 and 9019, Local Bankruptcy Rules 6004-1 

and 9013-3, and the Debtor’s confirmed Plan of Reorganization. 

3. The Debtor is represented by Guy C. Fustine, Esquire, Knox McLaughlin 

Gornall & Sennett, P.C., 120 West Tenth Street, Erie, PA 16501. 

4. On September 7, 2016 (the “Petition” date), the Debtor filed a Petition for 

Relief under Chapter 11 of the United States Bankruptcy Code in the United States 

Bankruptcy Court for the Western District of Pennsylvania at Erie. 

5. The Debtor confirmed a Chapter 11 Plan of Reorganization on January 9, 

2014 (the “Confirmation” date).  The Plan provides for the Debtor to sell, with 

Bankruptcy Court approval after notice and hearing, the commercial property known 

therein as the Heritage Suites Hotel, Bradford, Pennsylvania. 

6. No creditors’ committee, trustee or examiner has been appointed in this 

case. 

7. Respondent McKean County, Pennsylvania Tax Claim Bureau (“McKean 

County”), with a place of business at 500 West Main Street, Smethport, PA 16749, is 
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represented by Daniel J. Hartle, Esq., djh78@verizon.net, 78 Main Street, Bradford, 

Pennsylvania 16701, 814-362-7100 (phone), 814-362-8113 (fax). 

8. Respondent The Progress Fund, with a place of business at 425 W. 

Pittsburgh Street, Greensburg, PA 15601, is represented by Brian Lawton, Esq., 

blawton@cohenseglias.com, Cohen Seglias Pallas Greenhall & Furman, 525 William 

Penn Place, Suite 3005, Pittsburgh, PA 15219, 412-434-5530 (phone), 412-774-2103 

(fax).  The debt to the Progress Fund includes the interests of Respondent TD/1st 

Industries, which is located at the same address in Greensburg and represented by the 

same Counsel. 

9. Respondent City of Bradford, Office of Economic and Community 

Development (“Bradford”), with a place of business at 20 Russell Boulevard, P.O. Box 

490, Bradford, PA  16701, is represented by Mark J. Hollenbeck, Esq., 

hollenbecklaw@yahoo.com, Hollenbeck Law Offices, 23 Kennedy Street, Suite 201, 

Bradford, PA 16701, 814-368-2690 (phone), 814-368-2693 (fax).   

10. Respondent Seda-Cog Local Development Corporation (“Seda-Cog”), with 

a place of business at 201 Furnace Rd., Lewisburg, PA 17837, has been represented in 

these proceedings by Karen Hackman, Esq., Hackman@rhplegal.com, Rudnitsky 

Hackman & Potter, LLP, 1372 North Susquehanna Trail, Suite 130, Selinsgrove, PA 

17870, 570-743-2333 (phone), 570-743-2347 (Fax).   

11. Seda-Cog has assigned its rights to Respondent U.S. Small Business 

Administration (“SBA”), which is located at 2120 Riverfront Drive, Ste. 100, Little Rock, 

AR  72202-1794, and is represented by Gail M Schulte, Loan Specialist, 

Gail.schulte@sba.gov, lrsc.504liquidation@sba.gov, Little Rock Loan Servicing Center, 
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Small Business Administration, 2120 Riverfront Drive, Ste 100, Little Rock, AR  72202-

1794, 501-324-5871 ext 228 (phone), 202-741-6643 (fax). 

12. The Respondent, City of Bradford, has an office at City Hall, 24 Kennedy 

Street, Bradford, Pennsylvania  16701 and is represented by Mark J. Hollenbeck, 

Esquire, 23 Kennedy Street, #201, Bradford, Pennsylvania  16701.  The solicitor for the 

City of Bradford is Mark J. Hollenbeck, Esq., supra.  The Tax Collector for the City of 

Bradford is Karen Hector, City Hall, P.O. Box 15, Bradford, Pennsylvania 16701.  

13. The Respondent, Borough of Lewis Run, has an office at 60 Main Street, 

Lewis Run, Pennsylvania 16738 and is believed to be represented by Daniel J. Hartle, 

Esquire, 78 Main Street, #3, Bradford, Pennsylvania  16701.  The solicitor for the 

Borough of Lewis Run is Daniel J. Hartle, Esq., supra. The Tax Collector for the 

Borough of Lewis Run is Mona Sullivan, P.O. Box 207, Lewis Run, Pennsylvania 16738.  

14. The Respondent, Bradford Area School District, has an office at District 

Administration, P.O. 375, 150 Lorana Avenue, Bradford, Pennsylvania  16701-0375.  

The solicitor for the Bradford Area School District is the law firm of Knox, McLaughlin, 

Gornall, & Sennett, P.C., 120 West Tenth Street, Erie, Pennsylvania 16501.  

15. The Debtor owns commercial real estate and improvements located at 

139 Minard Run Road, Bradford, PA 16701, bearing McKean County Tax Identification 

No. 17.013.-200-00, and more fully described at Record Book 562, Page 338 (the 

“Property”). 

16. The Debtor’s confirmed Chapter 11 Plan provides that transfers and 

conveyance under the Plan shall be free and clear of liens, claims, and encumbrances, 

and that the proceeds of sale will be paid to secured creditors as their interests appear. 
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17. Subject to Bankruptcy Court approval, the Debtor has entered into an 

Agreement for the Sale of Commercial Real Estate (“Agreement”) to sell the Property to 

Alcohol & Drug Abuse Services, Inc. (“Buyer”).  The Property to be sold to the Buyer 

includes the fixtures and personal property described in Paragraph 5 of the Agreement.  

Paragraph 7 of the Agreement provides for a financing contingency that originally had to 

be satisfied by June 6, 2016.  However, such contingency has been extended. 

18. A copy of the Agreement, subject to Bankruptcy Court approval, between 

the Debtor and the Buyer is attached hereto and incorporated herein by reference as 

Exhibit A. 

19. The consideration to be paid by the Buyer at the time of closing for the 

Property to be sold in accordance with the Agreement is $750,000.00, subject to higher 

offers at the time of the Bankruptcy Court sale confirmation hearing. 

20. The Property had been listed by the Debtor’s Court-approved realtor, Real 

Living Avista Properties, Attention: Ms. Kathy Obermeyer, for $1,200,000.00However, 

other than the within offer for $750,000.00, no  other viable offers were received.   

21. The sale is conditioned upon (a) the conveyance of the Property to the 

Buyer free and clear of liens, claims, encumbrances and other interest; (b) Bankruptcy 

Court approval of the sale; and (c) a financing contingency which must be satisfied 

before the time of the sale confirmation hearing. 

22. Respondents have claims and liens against the Property to be sold, 

summarized as follows in order of priority:  
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a. McKean County holds pre-Petition tax liens against the Property in 

the amount of $83,260.16 and post-Petition tax liens in the amount 

of $125,439.30 for a total in the amount of $208,699.46.   

b. The Progress Fund holds first, second, and third Mortgage liens 

against the Property, which were recorded in McKean County, 

Pennsylvania as follows: (i) Mortgage recorded on May 17, 2007, at 

Record Book 562, Page 344; (ii) Mortgage recorded on May 17, 

2007 at Record Book 562, Page 352; and (iii) Mortgage recorded 

on June 12, 2008 at Record Book 598, Page 260.   

c. Bradford holds a fourth Mortgage lien against the Property, which 

was recorded in McKean County, Pennsylvania on June 21, 2006 

at Record Book 531, Page 1142.  Bradford’s Mortgage lien was 

subordinated to the Mortgage liens of the Progress Fund. 

d. Seda-Cog held a fifth Mortgage lien against the Property, which 

was recorded in McKean County, Pennsylvania on December 8, 

2008, at Record Book 614, Page 467.  Said Mortgage was 

assigned to SBA on December 8, 2008, at Record Book 614, Page 

476; assigned to Seda-Cog on March 25, 2013, at Record Book 

752, Page 726; and assigned to SBA on August 18, 2014, at 

Record Book 797, Page 44. 

e. McKean County, City of Bradford, Borough of Lewis Run , Bradford 

Area School District also collectively hold post-Petition tax claims 

against the Debtor in the amount of approximately $87,265.87, 
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which can be reduced to judgment liens against the Property 

pursuant to Pennsylvania Act 93 of 2013.  See 53 P.S. § 7016 

(2016).   

23. That amount owed to McKean County on account of tax liens against the 

Property in the amount of $208,699.46 will be paid ahead of all subsequent lienholders 

at closing in accordance with applicable priority.  The payoff to the Progress Fund is in 

excess of $520,931.01, which will be paid next at closing in accordance with applicable 

priority.  Upon information and belief, after the payment of all closing costs, including 

realtor’s commission, legal fees, and additional charges, which are currently estimated 

to total in excess of $52,000.00, and after payment to McKean County and The 

Progress Fund as set forth in this Paragraph, there will be no additional sale proceeds 

available to pay subsequent lienholders.   

24. Debtor requests that the proposed sale of the Property be ordered to take 

place free and clear of all liens, claims, encumbrances and other interests as more fully 

described hereinabove; and, that the liens, claims, encumbrances and other interests 

be divested from the Property and then transferred to the proceeds of sale. 

25. In particular, the Debtor requests that the proposed sale of the Property be 

ordered to take place free and clear of all “Act 93” taxes that could be reduced to 

judgment, which were incurred not only post-Petition, but also post-Confirmation.   

26. Debtor requests that the costs of sale be paid in full from the proceeds of 

sale before any distribution to creditors.  The costs of sale will include a five (5%) 

percent realtor’s commission ($750,000.00 x 5% = $37,500.00); approximately 

$10,000.00 in estimated legal fees; sewer, water, and tax penalty charges totaling 
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approximately $4,500.93; and, current real estate taxes in the estimated amount of 

$208,699.46 to be paid at the time of closing.  Therefore, the total amount to be paid at 

or about the time of closing, in advance of any distribution to the pre-Petition mortgage 

holders, based upon a $750,000.00 sale price, is $253,200.39. 

27. The best interests of creditors and the estate will be served if the Debtor is 

authorized to sell the Property in the form and manner contemplated by the Agreement, 

subject to higher and better offers at the time of the Bankruptcy Court’s sale 

confirmation hearing. 

28. The Buyer understands that the Debtor is obligated to present this Motion 

for Bankruptcy Court approval and that other parties will be given an opportunity to bid 

more for the Property.  Any higher bid, however, must be submitted in accordance with 

a court-ordered or court-authorized bidding procedure.  If a substantially higher bid is 

received in accordance with a court-ordered or court-authorized bidding procedure, the 

proposed private sale to Buyer will be denied and a public auction will be held in the 

Bankruptcy Court at the time of the sale hearing. 

29. The Buyer also understands that all of the contingencies must be satisfied 

prior to the sale confirmation hearing date. 

30. The bidding procedure usually requires that the terms and conditions of 

any competing bid must be the same as the terms and conditions set forth in the 

Agreement, except for the increased purchase price. 

31. The Buyer is acting in good faith as required by In Re:  Abbotts Dairies of 

Pennsylvania, Inc., 788 F.2d 143 (3rd Cir. 1986). 
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32. The Property is available for inspection.  Arrangements for the inspection 

should be made with the undersigned attorney for the Debtor.  Any and all interested 

parties should act promptly. 

WHEREFORE, the Debtor prays for entry of an order (1) authorizing the Debtor 

to sell the Property free and clear of the above-described liens, claims, encumbrances 

and other interests, including all Act 93 tax claims, to Alcohol & Drug Abuse Services, 

Inc., in accordance with the terms and conditions of the Agreement; (2) ordering that the 

liens, claims, encumbrances and other interests in, to and against the Property be 

divested therefrom; (3) ordering that the liens, claims, encumbrances and other 

interests be transferred to the proceeds of sale, but only to the extent that they are 

found to be valid, enforceable and unavoidable liens, claims, encumbrances and other 

interests; (4) ordering that the Court-approved costs of sale be paid from the proceeds 

of sale in advance of any distribution to creditors; (5) ordering that the net proceeds of 

sale be paid at closing to the Respondents as their liens and interests appear; and, (6) 

ordering that the Debtor have such other and further relief as is reasonable and just. 

Respectfully submitted, 
 

KNOX. MCLAUGHLIN, GORNALL & 
SENNETT, P.C. 

BY:     /s/ Guy C. Fustine 

  Guy C. Fustine, Esquire 
PA Id. No. 37543 
120 West Tenth Street 
Erie, Pennsylvania  16501-1461 
Telephone: 814-459-2800 
gfustine@kmgslaw.com 
Attorneys for Reorganized Debtor  

 

Case 12-11266-TPA    Doc 230    Filed 01/09/17    Entered 01/09/17 15:48:34    Desc Main
 Document      Page 9 of 9



Case 12-11266-TPA    Doc 230-1    Filed 01/09/17    Entered 01/09/17 15:48:34    Desc
 Exhibit     Page 1 of 9



Case 12-11266-TPA    Doc 230-1    Filed 01/09/17    Entered 01/09/17 15:48:34    Desc
 Exhibit     Page 2 of 9



Case 12-11266-TPA    Doc 230-1    Filed 01/09/17    Entered 01/09/17 15:48:34    Desc
 Exhibit     Page 3 of 9



Case 12-11266-TPA    Doc 230-1    Filed 01/09/17    Entered 01/09/17 15:48:34    Desc
 Exhibit     Page 4 of 9



Case 12-11266-TPA    Doc 230-1    Filed 01/09/17    Entered 01/09/17 15:48:34    Desc
 Exhibit     Page 5 of 9



Case 12-11266-TPA    Doc 230-1    Filed 01/09/17    Entered 01/09/17 15:48:34    Desc
 Exhibit     Page 6 of 9



Case 12-11266-TPA    Doc 230-1    Filed 01/09/17    Entered 01/09/17 15:48:34    Desc
 Exhibit     Page 7 of 9



Case 12-11266-TPA    Doc 230-1    Filed 01/09/17    Entered 01/09/17 15:48:34    Desc
 Exhibit     Page 8 of 9



Case 12-11266-TPA    Doc 230-1    Filed 01/09/17    Entered 01/09/17 15:48:34    Desc
 Exhibit     Page 9 of 9




