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UNITED STATES BANKRUPTCY COURT
MIDDLE DISTRICT OF NORTH CAROLINA
WINSTON-SALEM DIVISION

IN RE:
NORTH CAROL INA TOBACCO Case No. 17-51077

INTERNATIONAL, LLC, Chapter 11

Debtor.

MOTION TO (I) AUTHORIZE PUBLIC SALE OF EQUIPMENT, INVENTORY AND

OTHER TANGIBLE PERSONAL PROPERTY AND (11) TRANSFER ANY AND ALL
CLAIMS, LIENS OR INTERESTS TO PROCEEDS OF SALE

John A. Northen, Chapter 11 Trustee for North Carolina Tobacco International, LLC,
moves the Court pursuant to § 363 of the Bankruptcy Code and Rule 6004 of the Federal Rules of
Bankruptcy Procedure as follows:

1. On October 10, 2017 (the “Petition Date), North Carolina Tobacco International,
LLC (the “Debtor”) filed a voluntary petition seeking relief under Chapter 11 of the Bankruptcy
Code. On October 20, 2017, the Court entered an Order appointing John A. Northen (the
“Trustee”) as Chapter 11 Trustee for the Debtor (Doc. #51).

2. This Court has jurisdiction over this matter pursuant to 28 U.S.C. 8§ 157 and
1334, and the matter is a core proceeding under 28 U.S.C. § 157(b)(2). Venue is proper pursuant
to 28 U.S.C. 8§ 1408 and 1409.

3. On October 27, 2017, this Court entered an Order (Doc. #77) authorizing the
employment of Iron Horse Auction Co., Inc. (“Iron Horse™), nunc pro tunc as of the Petition
Date, to conduct an inventory and appraisal of the Debtor’s equipment and other assets, and to
conduct a public sale of the Debtor’s assets, if and when authorized by separate motion and

order, with such compensation as may be allowed by the Court after further notice and hearing.
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4. Iron Horse has conducted an inventory and evaluation of the Debtor’s equipment
and other tangible personal property located at the Debtor’s former leased premises in East Bend,
NC, and provided the Trustee with an auction and marketing proposal, a copy of which is
attached hereto as Exhibit A. Iron Horse has prepared a value estimate and asset listing, a copy
of which is attached hereto as Exhibit B.

5. The Trustee proposes to sell, via public auction, (i) all of the Debtor’s equipment
and other tangible personal property located at the Debtor’s former leased premises in East Bend,
NC, and (ii) all of the equipment and other tangible personal property that Olympia Capital Corp.
contends was leased to the Debtor pursuant to a true lease (collectively, the “Sale Assets”).
Although the assets to be sold consist primarily of specialized tobacco manufacturing assets, and
the outcome of the auction is uncertain, Iron Horse estimates gross sale proceeds from the Sale
Assets of approximately $1,429,200.00.

6. Olympia Capital Corp. (“Olympia Capital”) contends that (i) it holds a properly
perfected security interest in the all of the Sale Assets owned by the Debtor, evidenced by filed
UCC-1 financing statements, and (ii) that certain of the Sale Assets were leased to the Debtor
under a true lease and therefore are not property of the bankruptcy estate. There are also UCC-1
financing statements against the Debtor filed by Alamo Heights Financial Inc. (“Alamo
Heights”) and North Ridge Group Inc. (“North Ridge”), although Olympia Capital alleges that it
has acquired the claims or interests, if any, held by Alamo Heights and North Ridge with respect
to the Sale Assets.

7. The Trustee has not had sufficient time to review and evaluate the claims and
interests asserted by Olympia Capital, Alamo Heights or North Ridge. The Trustee does not

stipulate or agree to the validity, extent, perfection, or priority of the claims and interests asserted
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by Olympia Capital, Alamo Heights or North Ridge, nor does the Trustee stipulate or agree that
certain of the Sale Assets are subject to a true lease rather than a disguised security interest. The
Trustee reserves all rights to challenge or object to the claims and interests asserted by Olympia
Capital, Alamo Heights or North Ridge in the sale proceeds derived from the Sale Assets.

8. RG Logistics Inc. (“RG Logistics”) asserts an ownership interest in certain of the
Sale Assets pursuant to a certain Joint Stipulation for Settlement and Bill of Sale, under which
certain of the Sale Assets were purportedly transferred by the Debtor to RG Logistics in
settlement of a lawsuit filed against the Debtor in Miami, Florida. The Debtor subsequently filed
a motion to strike these purported settlement and transfer documents as fraudulently made. The
validity of this purported transfer is at issue in the adversary proceeding brought by Olympia
Capital, and currently pending before this Court (Adv. Pro. No. 17-6032). Additionally, the
purported transfer may be subject to avoidance pursuant to Section 548 of the Bankruptcy Code.

9. The Trustee has not had sufficient time to review and evaluate the claims and
interests asserted by RG Logistics. The Trustee does not stipulate or agree to the validity, extent,
perfection, or priority of the claims and interests asserted by RG Logistics. The Trustee reserves
all rights to challenge or object to the claims and interests asserted by RG Logistics in the sale
proceeds derived from the Sale Assets.

10. It is in the best interests of the estate and its creditors for the Sale Assets to be
sold expeditiously.

a. The Sale Assets are located within premises formerly leased by the Debtor,
resulting in accumulating storage fees and other costs.

b. Olympia Capital, for itself and for Alamo Heights and North Ridge, has agreed

that the Sale Assets should be sold at public auction and that any and all liens, claims, rights or
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interests with respect to the Sale Assets shall be transferred to the sale proceeds pursuant to 11
U.S.C. § 363()(2).

C. RG Logistics has not yet indicated whether it consents to the proposed sale;
however, RG Logistics” asserted interests are subject to bona fide dispute and the Sale Assets
may be sold free and clear of such interests under 11 U.S.C. § 363(f)(4).

d. The Trustee is unaware of any other asserted liens, claims, rights or interests in
the Sale Assets.

11.  The Trustee seeks approval to sell the Sale Assets free and clear of any and all
liens, claims, rights or interests pursuant to 11 U.S.C. § 363(f), with any and all liens, claims,
rights or interests being transferred to the sale proceeds, pursuant to the timing and procedures
set forth in Exhibit A, with the auction to occur between January 9, 2018 and January 16, 2018
or as soon thereafter as reasonably practicable.

12. Iron Horse would be compensated solely through a buyer’s premium of fifteen
percent (15%), with no compensation payable directly from the Debtor’s bankruptcy estate.
However, Iron Horse would be entitled to reimbursement by the Debtor’s bankruptcy estate for
actual and necessary expenses, subject to approval by the Court after notice and hearing. Iron
Horse is expected to expend up to $5,000 towards marketing expenses and to incur reasonable
expenses in connection with batteries, minor equipment repairs, cleaning, and other actions
necessary to get the Sale Assets in saleable condition, as well as the expense of obtaining a
licensed electrician to disconnect the various manufacturing equipment from their power source
prior to removal.

13.  The Trustee proposes that the proceeds from the Sale Assets be allocated and

applied as follows:
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a. First, Iron Horse would collect and retain the 15% buyer’s premium directly from
successful bidders, without the need for any further motion or order, and Iron Horse would be
entitled to reimbursement of expenses upon approval by the Court after notice and hearing.

b. Second, any reasonable storage fees for the Sale Assets, in such amount as is
approved by the Court after notice and hearing.

C. Third, the reasonable compensation and reimbursement of expenses of the
Trustee and Trustee’s counsel, as approved by the Court after notice and hearing, incurred in
connection with the employment of Iron Horse or the sale of the Sale Assets.

d. Fourth, all remaining sale proceeds shall be held in trust by the Trustee, pending
the resolution of the liens, claims, rights or interests in the Sale Assets and further orders of the
Court.

WHEREFORE, the Trustee prays the Court for the following relief:

1. Authorize the public sale of the Sale Assets, conducted by Iron Horse in the
manner discussed herein, free and clear of any and all liens, claims, rights or interests pursuant to
11 U.S.C. § 363(f).

2. Transfer any and all liens, claims, rights or interests to the proceeds of the Sale
Assets.

3. Authorize Iron Horse to receive (i) compensation by a 15% buyer’s premium,
collected directly from the successful bidders, and (ii) reimbursement of actual and necessary
expenses, subject to approval by the Court after notice and hearing.

4. Authorize the payment from the sale proceeds of any reasonable storage fees for

the Sale Assets, in such amount as is approved by the Court after notice and hearing.
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5. Authorize the payment from the sale proceeds of reasonable compensation and
reimbursement of expenses of the Trustee and Trustee’s counsel, incurred in connection with the
employment of Iron Horse or the sale of the Sale Assets, subject to approval by the Court after

notice and hearing.
6. Provide that all remaining sale proceeds shall be held in trust by the Trustee,

pending the resolution of the liens, claims, rights or interests in the Sale Assets and further orders

of the Court.
7. Grant such other relief as the Court may deem necessary and proper.
RESPECTFULLY submitted, this the 7th day of November 2017.

NORTHEN BLUE, LLP

/s/ John Paul H. Cournoyer

John A. Northen, NCSB #6789
jan@nbfirm.com

John Paul H. Cournoyer, NCSB #42224
jpc@nbfirm.com

Post Office Box 2208

Chapel Hill, NC 27515-2208
Telephone: 919-968-4441

Counsel for the Trustee
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UNITED STATES BANKRUPTCY COURT
MIDDLE DISTRICT OF NORTH CAROLINA
WINSTON-SALEM DIVISION

IN RE:

NORTH CAROLINA TOBACCO
INTERNATIONAL, LLC,

Debtors.

Case No. 17-51077

Chapter 11

CERTIFICATE OF SERVICE

I hereby certify that | have this day served a copy of the foregoing by automatic electronic
noticing to the email address of record for the following parties:

William P. Miller
Bankruptcy Administrator

Richard Steele Wright
Counsel for Debtor

William L. Esser, IV
Counsel for Olympia Capital Group

Stuart Hale Russell
Counsel for Edward L. VanDeventer, Jr.

John A. Willardson
Counsel for Edward VVanDeventer, Jr.,
Kenneth Hauser, Robert Dotson

Grover Gray Wilson
Counsel for Edward VVanDeventer, Jr., Kenneth
Hauser, Robert Dotson

And via U.S. Mail to the following:

Alamo Heights Financial Inc.
Attn: Ryan Kim

6 Pointe Drive, Suite 150
Brea, CA 92821

North Ridge Group Inc.

Attn: Managing Agent

1234 Wilshire Blvd., Suite 419
Los Angeles, CA 90017

RG Logistics Inc.

Attn: Richard Garcia, Registered Agent
19511 NW 79th Court

Miami, FL 33015

This the 7th day of November 2017.
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NORTHEN BLUE, LLP

/s/ John Paul H. Cournoyer

John A. Northen, NCSB #6789
jan@nbfirm.com

John Paul H. Cournoyer, NCSB #42224
jpc@nbfirm.com

Post Office Box 2208

Chapel Hill, NC 27515-2208
Telephone: 919-968-4441

Counsel for the Trustee
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Iron Horse Auction Co., Inc.

Post Office Box 1267
Rockingham, North Carolina 28380

174 Airport Road Office: (910) 997-2248
Rockingham, North Carolina 28379 FAX: (910) 895-1530

October 31, 2017

Mr. John A. Northen
Northen Blue, LLP

Post Office Box 2208
Chapel Hill, NC 27515-2208

Re: Auction Marketing Proposal for North Carolina Tobacco International, LLC, Bankruptcy
Case 17-51077 MDNC

Dear Mr. Northen:

Thank you for meeting with me on my recent visit to the North Carolina Tobacco
International facility in East Bend, North Carolina.

With the idea of liquidating the remaining assets at public auction, Iron Horse Auction
Company, Inc. hereby respectfully submits our Auction Marketing Proposal.

This proposal is intended to serve as a resource for you as trustee for North Carolina
Tobacco International, LLC. and its creditors to evaluate the benefits of using our custom
accelerated marketing process. 1 will address the auction event first, the proposed auction
marketing campaign second, the proposed timeline third and will finish with our proposed
fee schedule.

Auction Of The Inventory, Equipment & Tooling

We propose to offer the raw inventory of filters, cigarette making and packaging machinery,
surplus equipment, warehouse equipment, tooling, and office equipment at public online
auction. Our public online auctions are open for bidding for seven days and depending on
the number of lots, will begin closing at noon on the last day. By using this type of setting,
we feel that we can obtain the highest value of the assets by allowing the bidders a multi-
day period to place their bids at their convenience, with the majority of the bids typically
placed during the last hour of the timed event. By utilizing our online auction sclution, it
will allow us to offer the assets to the world at the least expense available.

We will have our personnel build the auction catalog and take the photographs of the items.
After my inspection of the facility, we propose to build the catalog so the end user could
participate. This will allow the end users to participate in the auction alongside other retail
dealers and equipment wholesaiers.

We propose to offer all of the assets in one auction catalog with a staggered ending and
extended bidding. This means we will stagger the end times so that ten lots will begin
closing every three minutes at the auction ending. During the lot closings, if a bid is placed
on a lot within the last 10 minutes of its scheduled auction end time, that lot will

Asset Recovery and Marketing Specialists
for America’s Leading Corporations, %

Ancdonmar Professionals and Individuals
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automatically extend for a period of ten minutes. This will continue until every lot in the
catalog has closed with a period of ten minutes without any bidding activity. This has
proven to generate higher yields by allowing bidders to closely watch fewer lots at one time
while also eliminating snipe bidders.

We propose to sell the assets absolute, regardless of price to the highest and last bidder.
Absolute auctions generate an atmosphere of lively competition, and it has been our
experience that they produce greater interest and create more active bidding. Active
bidding usually produces higher yields for the Seller. If potential Buyers are convinced that
they will be the high bidders, they will participate in the online auction having completed a
reasonable amount of research. We have learned from experience that a more educated
buyer is always an advantage to the Seller. We feel that by using this method that we could
obtain returns in excess of $1,400,000.00.

We will require all bidders who register for the auction to provide an active credit card,
current address that matches that credit card account and a return email authorization for
their new bidding account. Bidders will then be required to agree to our auction specific
terms and conditions before our bidding system will allow them to place a bid. These terms
outline payment, item inspections, disclosures and shipping.

We will automatically collect payment on winning bidders with invoices under $2,000.00 by
their registration credit card immediately at the end of the auction. All winning bidders
with invoices over $2,000.00 will be required to submit certified funds, bank wire transfers,
or cash within 48 hours of the close of the auction. We will begin the checkout/removal
process two days following the close of the auction. Due to the nature and size of the assets
that we are selling, we will need at least a three-week period for the removal of the larger
items. We will provide the bidders with qualified rigging specialist for a timely removal.
Ultimately, it is the buyer’s responsibility to remove the items. Bidders will not be allowed
to remove any item until their invoice has been paid in full.

All funds will be delivered to the Seller within 30 days of the conclusion of the auction or
upon acceptance of the Seller’s Settlement Report.

Auction Marketing Campaign

In order to generate a sufficient amount of interested potential Buyers, an extensive
marketing and promotional campaign must be created and implemented.

Our campaign will include the use of the following means of advertising:

*  We will produce a full-color multiple-page brochure that will contain general
auction event information and specific information about the equipment and
inventory. We will distribute the brochure to our mailing list of known and
potential Buyers as well as our proprietary databases;

* The event will be listed on our website, where detailed information, photos, and the
bidding application will be available. In addition to our website, the event will be
placed on approximately 10 auction-related websites to alert the world wide
auction market of this important event;
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*  We will erect custom prepared multi-colored billboard-type signs located at and
leading to the auction location;

*  Qur campaign will continue with state and regional newspaper advertising. We will
also advertise in other trade related publications and websites, as deemed
appropriate.

The cost of the advertising campaign is an expense of the Seller, shall not exceed $5,000.00,
and can be paid from the proceeds of the auction. The advertising fee covers the above-
referenced advertising, plus the cost of the layout and design of the brochures and digital
and/or print ads. Any funds expended over this budget amount shall be at the expense of
the Auctioneers. A full accounting of all advertising placed will be provided with the
Auction Settlement Report.

Auction Time-Line
Our proposed schedule of events is as follows:

* Marketing Agreement Executed By: November 10%

»  Start of Personal Property Online Auction: January 9t

* Personal Property Online Auction Ending: January 16t at 12 Noon
= Estimated Personal Property Settlement: February 16%

QOur proposed time-line is time certain to the receipt of the Auction Marketing Agreement.
For every week extended, the proposed dates stated above will extend by a week.

Auction Fees

We utilize the Buyer’s Premium at Iron Horse Auction Company. The Buyer’s Premium is a
percentage added to the high bid that determines the purchase price. This is a common tool
used to reduce the cost of the auction to the Seller. The Seller pays the Commission to the
Auctioneers from the auction proceeds. The Buyer pays the Buyer’'s Premium to the
Auctioneers over and above their bid. The proposed fees for this auction event are as
follows:

= COMMISSION: ZERO PERCENT (0%)
* BUYER’S PREMIUM: FIFTEEN PERCENT (15%)

These fees include the use of the online bidding platform, all currency transfer fees,
categorizing equipment, catalog creation, catalog photography, auction inspection labor and
post auction item removal labor.

We propose to charge the Seller as incurred for any batteries, minor equipment repairs and
cleaning to get the assets in salable condition. Additionally, we will coordinate with a
licensed electrician to disconnect all machines from their hard-wired power source before
the checkout/removal period begins. These expenditures shall be referred to as “Approved
Asset Expenses.” All approved asset expenses shall only be payable after approval by the
Trustee.
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To recap, the Seller’s cost of sale, the Seller is responsible for advertising and approved
asset expenses for the North Carolina Tobacco International, LLC assets. The Buyer's
Premium shall be the property of the Auctioneers.

Iron Horse Auction Company, Inc. carries an Umbrella Insurance Policy in the amount of
$3,000,000.00 to cover any loss and/or liability associated with auction services. Iron Horse
Auction Company, Inc., has a valid North Carolina Auction Firm License and the Principals
and Auctioneers are valid licensed Auctioneers in good standing in the State of North
Carolina. Iron Horse Auction Company, Inc. also has a valid Bankruptcy Bond for the United
States Bankruptcy Court for the Middle District of North Carolina. Copies of all Professional
Livenses and Certificates are available upon request.

In conclusion, our proposed method of marketing program was created to generate the
greatest return for your assets.

Upon acceptance of this proposal, we will forward our Personal Property Auction

Agreement. Upon receipt of the executed agreements, we will begin the auction process. If
you or your creditors have any questions, please feel free to give me a call.

Kindest Regards,

Y

William B. Lilly, Jr.
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Iron Horse Auction Co., Inc.

Post Office Box 1267
Rockingham, North Carolina 28380

174 Airport Road
Rockingham, North Carolina 28379 FAX: (910) 895-1530

Office: (910) 997-2248

October 31, 2017

Mr. John A, Northen
Notrthen Blue, LLP

Post Office Box 2208
Chapel Hill, NC 27515-2208

Dear Mr. Notthen,

Putsuant to your request, I, an auctioneer and valuer with Iron Horse Auction Co., Inc., have prepated a
valuation report of the personal property assets owned by North Carolina Tobacco International, LLC.

On Monday, October 23, 2017, I inspected the available personal property assets of North Carolina Tobacco
International, LLC located at 340 East North Carolina Highway 67 Bypass, East Bead, NC 27018.

After a thorough inspection of the available assets and review of the information made available to me, it is
my opinion that as of October 23, 2017 the personal property assets have an Ordetly Liquidation Value of
$1,429,200.00. Orderly Liquidation Value is the price one would expect to receive if the assets were sold in a
public event that was advertised in a commetcially reasonable manner. The marketing period defined by
commercially reasonable in this matter would be a minimum of eight weeks.

William L. Esser, IV, Counsel for Olympia Capital Group, provided an Excel file consisting of an itemized
listing of equipment. I have since altered that Excel file to include the assets available for my inspection and
their respected value. Due to the voluminous format, I will enclose that as a working file in Excel format.

The values described herein were achieved by making extraordinary assumptions of the current market
conditions and from my 17 years of expetience as a professional Auctioneer. I would also like to note the
condition of these assets ranges from good to excellent and were considered in the making of this report.
‘This report shall reflect the current market conditions and can fluctuate to the laws of supply and demand
and market deterioration due to acts of terror or acts of God.

Furthermore, 1 certify that I do not have any present or future interest in the property. There were fees
charged for this opinion of value and in the event there is more than one court appearance necessaty, the
auctioneer may charge an additional fee for time and travel.

‘Thank vou for allowing me to serve you in this important matter.

Respectfully submitted,

DAY

William B. Lilly, Jt.
Enclosure: Excel file
NM Asset Recovery and Marketing Specialists

for America’s Leading Corporations,
Professionals and Individuals
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$500.00

[ $3,000.00
Total] $1,429,200.00

[Parts Room w/ Misc. Belts, Parts & Shelving
Misc. Computers/TV's in Officees
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