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UNITED STATES BANKRUPTCY COURT 
DISTRICT OF NEVADA 

 
In re: 

REGIS GALERIE, INC., a Nevada 
corporation, 

Debtor. 

 Case No.: 16-14899-gs 
 

Chapter 11 
 

DEBTOR’S MOTION FOR 
AUTHORITY TO ENTER INTO 
AMENDMENT TO GRAND CANAL 
SHOPPES LEASE AND TO ASSUME 
THE LEASE AS AMENDED 
 
Hearing Date:   TBD 
Hearing Time:  TBD 
 
Estimated time For Hearing: 10-15 minutes 

 
 

 Regis Galerie, Inc., debtor and debtor in possession (the “Debtor”), by and through its 

undersigned counsel, hereby submits its Motion to Enter Into Amendment to Grand Canal 

Shoppes Lease and to Assume the Lease as Amended (the “Motion”).  In support of its Motion, 

the Debtor respectfully states as follows: 
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JURISDICTION 

This Court has jurisdiction over this Motion under 28 U.S.C. §§ 157 and 1334. Venue is 

proper in this District pursuant to 28 U.S.C. §§ 1408 and 1409.  This Motion is a core 

proceeding under 28 U.S.C. § 157(b).  The statutory bases for the relief requested herein are 

sections 363(b)(1) and 365(a) of title 11 of the United States Code (11 U.S.C. §§ 101 et seq., as 

amended, the “Bankruptcy Code”) and Rules 2002, 6004 and 6006 of the Federal Rules of 

Bankruptcy Procedure (the “Bankruptcy Rules”).  

BACKGROUND FACTS 

On September 5, 2016 (the “Petition Date”), the Debtor filed a voluntary petition for 

relief under chapter 11 of the Bankruptcy Code.  The Debtor continues to operate its business 

and has the rights, powers and duties of a debtor in possession, pursuant to section 1107 and 

1108 of the Bankruptcy Code.  No request for a trustee or examiner has been made and no 

creditors’ committee has been appointed in this case. 

The Debtor is a retail seller of museum quality works of art, luxurious home furnishings, 

fine jewelry and prestigious collectibles.  The Debtor is third generation family-owned and 

operated business.  Over the past seventeen (17) years, the Debtor has operated in the Grand 

Canal Shoppes located at The Venetian Hotel & Casino in Las Vegas, Nevada.  The Debtor 

leases the premises from Grand Canal Shops II, LLC (the “Grand Canal Shoppes Landlord”) 

pursuant to a lease, dated as of January 26, 2015, which was amended on or about October 12, 

2015 (the “Grand Canal Shoppes Lease”).  A copy of the Grand Canal Shoppes Lease is 

attached hereto as Exhibit A.  The premises covered by the Grand Canal Shoppes Lease consist 

of 8,741 square feet of ground floor space and 7,130 square feet of mezzanine space.  The 

Grand Canal Shoppes Lease also provides the Debtor the use of an additional 8,406 square feet 

of office and storage space.   The Debtor and the Grand Canal Shoppes Landlord are also parties 

to two related license agreements for additional storage space of 3,576 square feet adjacent to 

the leased premises (the “Grand Canal Shoppes Storage Licenses”, and together with the Grand 

Canal Shoppes Lease (the “Grand Canal Shoppes Agreements”).  Copies of the Grand Canal 

Shoppes Storage Licenses are attached hereto as Exhibits B and C.  The total monthly rent and 

other charges under the Grand Canal Shoppes Agreements, as of the Petition Date, was 
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$299,394.77.  As of January 1, 2017, this amount decreased to $265,947.77.  As of June 1, 

2017, this amount increased to $273,245.24.   

 As part of the Grand Canal Shoppes Lease, the Debtor added an additional 5,160 square 

feet of showroom space.  Unfortunately, the Debtor’s expansion coincided with the sharp 

decline in the energy sector and turmoil within the Chinese economy.  Tourists from Texas and 

China historically provided a consistent and significant revenue stream for the Debtor.  As that 

revenue stream decreased, the Debtor’s revenues declined.  As result of declining revenues and 

the increased rent burden created from the expansion, the Debtor fell behind on the payments 

due for the premises covered by the Grand Canal Shoppes Agreements.  On August 23, 2016, 

the Grand Canal Shoppes Landlord sent a Notice of Default to the Debtor demanding the 

payment of a past due balance of $916,331.06 and advising that it would seek possession of the 

premises if the entire amount was not paid within ten days of the Debtor’s receipt of the notice.  

The Debtor filed this chapter 11 case to preserve the Grand Canal Shoppes Agreements and the 

going concern value of its business, to reorganize its affairs and to propose and confirm a plan. 

After lengthy negotiations, the Debtor and the Grand Canal Shoppes Landlord reached 

an agreement in principle over the terms of a restructuring of the Grand Canal Shoppes 

Agreements to be effectuated through an amendment to the Grand Canal Shoppes Lease and the 

assumption of the Grand Canal Shoppes Lease as amended.  As a result, the Debtor began 

moving forward toward formulating a plan of reorganization.  On October 6, 2017, the Debtor 

filed the Debtor’s Plan of Reorganization (the “Plan”) (Docket No. 268).  On October 24, 2017, 

the Debtor filed a Revised Amended Disclosure Statement to the Debtor’s Plan of 

Reorganization (the “Disclosure Statement”) (Docket No. 283).  The Court has conditionally 

approved the Disclosure Statement (Docket No. 281).  A combined hearing on final approval of 

the Disclosure Statement and confirmation of the Plan is scheduled for December 6, 2017. 

Subsequent to the Petition Date, the Debtor paid a portion of “stub-rent” for September 

2016 (i.e., the pro-rata portion of the rent and other charges due for the period September 5-30, 

2016).  There remains an unpaid balance of $16,979.42.  The Debtor paid the full amounts due 

for the months of October 2016 through May 2017 under the existing Grand Canal Shoppes 

Lease.  For June 2017, the Debtor paid $150,000, leaving an unpaid amount of $123,245.24.  

Case 16-14899-gs    Doc 304    Entered 11/16/17 15:11:02    Page 3 of 10



 

4 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

 

For each of the months of July, August and September 2017, the Debtor paid $100,000.  For the 

month of October 2017, the Debtor paid $159,000.  The Debtor anticipates making payments 

for November and December 2017 of $186,000 each month. The payments made for July 

through October 2017 and those anticipated to be made for November and December 2017 are 

consistent with the terms of the restructured Grand Canal Shoppes Agreements (discussed 

below).  If the Plan is confirmed and the Grand Canal Shoppes Agreements are restructured, the 

Debtor will not be liable for any additional amounts for July through December 2017 (because 

the reduced rent under the restructured Grand Canal Shoppes Agreements will be retroactive as 

of July 1, 2017).  If the Plan is not confirmed and the Grand Canal Shoppes Agreements are not 

restructured, these unpaid amounts will remain as substantial administrative expenses. 

On October 23, 2017, the Debtor and the Grand Canal Shoppes Landlord entered into a 

Second Amendment to the Grand Canal Shoppes Lease (the “Second Lease Amendment”), 

subject to approval by the Court, to restructure the Grand Canal Shoppes Agreements.  The 

Second Lease Amendment is conditioned upon confirmation of the Plan.  A copy of the Second 

Lease Amendment is attached hereto as Exhibit D. 

The principal terms of the Second Lease Amendment are as follows: 

 Effective July 1, 2017, in lieu of Fixed Minimum Rent (as provided in Section 

1.0(h) of the Grand Canal Shoppes Lease) and all other charges under the Grand 

Canal Shoppes Lease, other than Percentage Rent, the Debtor shall pay annual 

reduced rent of $1,920,000 (averaging $160,000 per month) (“Reduced Rent”).  

The Grand Canal Shoppes Landlord may allocate the Reduced Rent in its sole 

discretion (as among rent, storage fees, utilities, etc.). 

 The annual Reduced Rent shall be payable in varying monthly installments (to 

reflect the Debtor’s seasonality and historical results), as follows: $100,000 in 

July, August and September, $159,000 in June and October, and $186,000 in 

January-May and November-December.  

 The Reduced Rent shall be subject to annual increases of three percent (3%) 

commencing January 1, 2019.  
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 Commencing July 1, 2017 and continuing through December 2018, the monthly 

payments of Reduced Rent may be made in two equal installments on the fifth 

(5
th

) and twentieth (20
th

) of each month.   

 The balance of unpaid June 2017 rent and charges, which total $123,245.24, 

shall be paid as “Additional Rent,” over a three year period, in monthly 

installments. 

 The balance of the “stub-rent” for the period September 5-30, 2016 in the 

amount of $16,979.42 shall be paid within thirty (30) days.  

 The Percentage Rent, as provided by in Section 1.0(i) of the Grand Canal 

Shoppes Lease, shall be ten percent (10%) over an Annual Breakpoint of 

$9,000,000.   

 The Debtor shall return to the Grand Canal Shoppes Landlord certain space in 

the store front (approximately 832 sqaure feet).  Reconfiguration of the space 

shall be at the Grand Canal Shoppes Landlord’s expense, with the space 

recaptured following thirty (30) days’ written notice from the Grand Canal 

Shoppes Landlord.   

 Within forty-five (45) days of the Court’s approval of the Second Lease 

Amendment and the Debtor’s assumption of the Grand Canal Shoppes Lease, as 

amended, the Debtor shall return to the Grand Canal Shoppes Landlord 4,654 

square feet of storage space currently provided for under the Grand Canal 

Shoppes Lease. 

 Within thirty (30) days of the Court’s approval of the Second Lease Amendment 

and the Debtor’s assumption of the Grand Canal Shoppes Lease, as amended, the 

Debtor shall return to the Grand Canal Shoppes Landlord 894 square feet of 

storage space currently provided for under the Grand Canal Shoppes Storage 

Licenses.   

 The Debtor shall be entitled to use the 2,682 square feet of storage space 

currently provided for under the Grand Canal Shoppes Storage Licenses without 

any further payment (all fees are included in the Reduced Rent).  
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  The existing pre-petition arrearage of $975,561.23 (the “Pre-Petition 

Arrearage“) shall be conditionally reduced as follows: to the extent that the 

Debtor is open and operating and not otherwise in default under the Grand Canal 

Shoppes Lease (beyond any applicable notice and cure period), the Pre-Petition 

Arrearage shall be reduced by one-third (1/3) on January 31, 2019, an additional 

one-third (1/3) on January 31, 2020, and the final one-third (1/3) on January 31, 

2021.  If the Debtor is in default beyond any applicable notice and cure period 

and subsequently cures such default, any applicable decrease in the Pre-Petition 

Arrearage as provided above shall take effect; provided, however, that if the 

Grand Canal Shoppes Landlord terminates the Grand Canal Shoppes Lease due 

to a default by the Debtor, any applicable decrease in the Pre-Petition Arrearage 

shall not take effect.  If the Grand Canal Shoppes Landlord exercises its early 

termination option (i.e., not based on a default), any balance of the Pre-Petition 

Arrearage shall be waived.  

 The Debtor shall grant the Grand Canal Shoppes Landlord a security interest, 

under the Nevada Uniform Commercial Code, in its inventory, equipment, 

fixtures, furnishings, and other personal property, and all proceeds therefrom as 

security for the Debtor’s obligations for Reduced Rent, Percentage Rent and June 

Rent, as well as the Pre-Petition Arrearage.  The Debtor shall execute and 

authorize the Grand Canal Shoppes Landlord to file any and all financing 

statements and other documents required to perfect the Grand Canal Shoppes 

Landlord’s security interest.  Such security interest shall be subject and 

subordinate to the prior security interests held by Wells Fargo Bank, N.A. and 

American Express Bank, FSB. 

 The Grand Canal Shoppes Landlord has the option to terminate the  Grand Canal 

Shoppes Lease upon eight (8) months’ written notice to the Debtor.  Such notice, 

however, may not provide for a termination date between October 15 and 

January 15 in any year (so-called “holiday protection”). The Grand Canal 

Shoppes Landlord’s exercise of its termination option shall not excuse or release 
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the Debtor from its obligation to pay the deferred balance of June 2017 rent and 

charges. 

RELIEF REQUESTED 

By this Motion, the Debtor seeks the entry of an order, pursuant to sections 363(b) and 

365(a) of the Bankruptcy Code, approving the Second Lease Amendment, authorizing the 

Debtor to enter into the Second Lease Amendment, and authorizing the Debtor to assume the 

Grand Canal Shoppes Lease as amended by the Second Lease Amendment.  

BASIS FOR RELIEF 

Section 363(b)(1) of the Bankruptcy Code provides: 

The trustee, after notice and a hearing, may use, sell, or lease, other than in 

the ordinary course of business, property of the estate….  

11 U.S.C. § 363(b)(1) 

Section 365(a) of the Bankruptcy Code provides: 

Except as provided in … subsections (b), (c), and (d) of this section, the 

trustee, subject to the court’s approval, may assume or reject any 

executory contract or unexpired lease of the debtor. 

11 U.S.C. § 365(a) 

Section 1107 of the Bankruptcy Code, subject to certain exceptions not applicable to this 

case, provides: [A] debtor in possession shall have all the rights … and powers, and shall 

perform all the functions and duties … of a trustee …. 

11 U.S.C. § 1107 

Rule 6004(a) of the Bankruptcy Rules provides: 

Notice of a proposed use, sale, or lease of property, other than cash 

collateral, not in the ordinary course of business shall be given pursuant to 

Rule 2002(a)(2), (c)(1), (i), and (k) and, if applicable, in accordance with § 

363(b)(2) of the Code. 

Rule 6006(c) of the Bankruptcy Rules provides: 
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Notice of a motion made pursuant to subdivision (a) or (b) of this rule 

shall be given to the other party to the contract or lease, to other parties in 

interest as the court may direct, and, except in a chapter 9 municipality 

case, to the United States trustee. 

Rule 2002(a)(2) of the Bankruptcy Rules provides: 

Except as provided in subdivisions (h), (i), (l), (p), and (q) of this rule, the 

clerk, or some other person as the court may direct, shall give the debtor, 

the trustee, all creditors and indenture trustees at least 21 days’ notice by 

mail of: … 

a proposed use, sale, or lease of property of the estate other than in the 

ordinary course of business, unless the court for cause shown shortens the 

time or directs another method of giving notice; 

Pursuant to orders entered by this Court, the time for the Debtor to assume or reject the 

Grand Canal Shoppes Agreements has been extended to and including the earlier of: (a) 

December 31, 2017, or (b) the date of entry of an order confirming a plan. 

 Sections 363(b)(1) and 1107 of the Bankruptcy Code authorize a debtor in possession, 

after notice and a hearing, to use, sell, or lease, other than in the ordinary course of business, 

property of the estate.  See 11 U.S.C. § 363(b)(1) and 11 U.S.C. § 1107.  A proposed use or sale 

of property pursuant to section 363(b) is appropriate so long as a valid business justification 

exists for the transaction.  See In re 240 North Brand Partners, Ltd., 200 B.R. 653, 659 (9th Cir. 

BAP 1996).  The debtor in possession’s position is ordinarily afforded deference, “particularly 

where business judgment is entailed in the analysis or where there is no objection.”  In re 

Fridman, 2016 WL 3961303, at *8 (9th Cir. July 15, 2016) (citing In re Lahijani, 325 B.R. 282, 

288-89 (9th Cir. BAP 2005)).  

Sections 365(a) and 1107 of the Bankruptcy Code authorize a debtor in possession, 

subject to the court’s approval, to assume or reject any executory contract or unexpired lease. 

See 11 U.S.C. § 365(a).  A debtor in possession’s decision to assume or reject an executory 

contract or unexpired lease need only satisfy the “business judgment” rule.  See In re Pomona 

Valley Med. Group, Inc., 476 F.3d 665, 670 (9th Cir. 2007); In re Chi-Feng Huang, 23 B.R. 
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798, 800-01 (9th Cir. BAP 1982).  In this regard, the primary concern is whether the assumption 

or rejection benefits the bankruptcy estate; assumption or rejection should only be disapproved 

when such action is “so manifestly unreasonable that it could not be based on sound business 

judgment, but only on bad faith, whim, or caprice.”  See In re Ponoma Valley Med. Group, 476 

F.3d at 670 (quoting Lubrizol Enterprises, Inc. v. Richmond Metal Finishers, Inc., 756 F.2d 

1043, 1047 (4th Cir. 1985)); In re Chi-Feng Huang, 23 B.R. at 801.   

It is the Debtor’s business judgment that the Second Lease Amendment and the 

assumption of the Grand Canal Shoppes Lease as amended by the Second Lease Amendment is 

in the best interests of the Debtor and its creditors. 

The Second Lease Amendment and the assumption of the Grand Canal Shoppes Lease 

as amended will permit the Debtor to continue to operate at its current location on terms that are 

much more favorable than currently exist.  The Second Lease Amendment provides for a 

substantial reduction in rent and other charges – a reduction of over 40%.   

Further, under the Second Lease Amendment, the Grand Canal Shoppes Landlord has 

agreed to permit the Debtor to assume the Grand Canal Shoppes Lease without having to 

promptly cure all existing defaults. The Pre-Petition Arrearage of $975,561.23 will be held in 

abeyance and forgiven over a three year period provided that the Debtor is not in default.  As for 

the unpaid amounts of rent and other charges that have accrued post-Petition Date, the Debtor 

shall pay: (a) the amount due for September 5-30, 2016 ($16,979.42) within thirty (30) days, 

and (b) the amount due for June 2017 ($123,245.24) over a three year period in monthly 

installments.  The balance of all accrued and unpaid rent and other charges from July 1, 2017 

forward, under the existing Grand Canal Shoppes Lease, will be eliminated (because the 

amendment is effective as of July 1, 2017). 

The Second Lease Amendment is the cornerstone of the Debtor’s Plan.  It will enable 

the Debtor to remain in operations and to pay its creditors in accordance with the Plan. 
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NOTICE 

Notice of this Motion has been given to: (a) the Office of the United States Trustee; (b) 

the Grand Canal Shoppes Landlord; (c) Wells Fargo Bank; (d) American Express Bank, (d) the 

holders of the twenty largest unsecured claims, and (e) all other parties who have requested 

notice of motions in this chapter 11 case through the Court’s ECF system.  Under the 

circumstances, the Debtor submits that such notice is sufficient. 

WHEREFORE, the Debtor respectfully requests that the Court enter an order approving 

the Second Lease Amendment, authorizing the Debtor to enter into the Second Lease 

Amendment, authorizing the Debtor to assume the Grand Canal Shoppes Lease as amended by 

the Second Lease Amendment, and for such other relief as is proper.    

REGIS GALERIE, INC., 

                debtor and debtor in possession 

 

       By: /s/ David A Golin    

               One of Its Attorneys 

 

 Michael L. Gesas (Illinois Bar No. 6186924)  

David A. Golin (Illinois Bar No. 6180517) 

Kevin H. Morse (Illinois Bar No. 6297244)  

 SAUL EWING ARNSTEIN & LEHR LLP 

 161 North Clark Street, Suite 4200 

 Chicago, Illinois 60601 

 Tel: (312) 876-7100 

 Fax: (312) 876-0288 

Counsel to Regis Galerie, Inc., Debtor and 

Debtor in Possession  
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