I The Law Orrice oF
KeLLy G. BLAcK, PLC

1152 E Greenway St, Ste 4
3 Mesa, AZ 85203-4360
P (480) 639-6719
F (480) 639-6819
5  Attorneys for Inland Oasis Group, Inc.
By:  Kelly G. Black, No. 016376, kgb@kellygblacklaw.com

j UNITED STATES BANKRUPTCY COURT
. DISTRICT OF ARIZONA
. In re: Chapter 11 Proceedings
o Inland Oasis Group, Inc. X | Case No.: 2:17-bk-13376-MCW
Debtor Motion for Order Authorizing the Use of
' Cash Collateral
12 Expedited Hearing Requested
13
14 Inland Oasis Group, Inc. asks the Court to enter its order on an interim basis,

15 substantially in the form attached to this motion as Exhibit A (the "Interim Order"), and subject
l6  to further amendment or modification based on negotiations with affected secured creditors, and
17 after a final hearing on this motion (the “Final Hearing”), a final order (the “Final Order,” and
18 together with the Interim Order collectively, the “Cash Collateral Orders”):

19 1. authorizing the Debtor to use the funds that may be cash collateral securing

20  obligations to Debtor's creditors and

21 2. prescribing the form and manner of notice and setting the time for the Final
22 Hearing.
23 The Debtor seeks approval to use cash collateral on an interim basis until the Final

24 Hearing is held. The Debtor further seeks an expedited final hearing on the Motion. This Motion
25 is brought on an expedited basis to avoid irreparable harm to the estate and is supported by the

26  entire record before the Court and by the following memorandum of points and authorities.

27

28
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| MEMORANDUM OF POINTS AND AUTHORITIES

2 L Background

3 A. Nature of the Case

4 3. On November 9, 2017, the Debtor filed a voluntary petition for relief under

5  Chapter 11 of the Bankruptcy Code.

6 4. The Debtor continues to operate its business and manage its assets as a debtor-in-
7  possession pursuant to Sections 1107(a) and 1108 of the Bankruptcy Code.

8 5. Neither a chapter 11 trustee nor an official committee of Unsecured Creditors has
9 been appointed.
10 B. Jurisdiction
I 6. This Court has jurisdiction over this case and this matter pursuant to 28 U.S.C.
12 §§ 157 and 1334. This is a core proceeding within the meaning of 28 U.S.C. § 157(b)(2)(A).
13 Venue is proper in this district pursuant to 28 U.S.C. § 1409(a).

14 1. Grounds for Relief

15 A. Statutory Basis for Relief

16 7. The statutory predicates for the relief requested are 11 U.S.C. §§ 105(a), 361-363,
17 and 552.

18 B. Factual Basis for Relief

19 8. Debtor operates “The Reef,” a restaurant and bar located in Chandler, Arizona.
20 9. Debtor's projected cash flow from operations appears in the budget attached

21 hereto. See Exhibit B.

22 10.  The following parties may have claims against Debtor’s cash collateral:

23 a. The Internal Revenue Service;

24 b. The Arizona Department of Revenue; and

25 c. TBF Financial, LLC.

26 11.  Debtor has not fully investigated the claims of the secured creditors and does not

27 concede their validity.

28
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12.  Debtor’s investigation to date suggest that TBF Financial, LLC will not be able to
satisfy its burden under 11 USC § 363(p)(2) to establish its alleged secured claim.

13.  If Debtor is unable to use its cash collateral, it will be materially hindered in its
ability to reorganize.

14.  Debtor intends to propose a plan of reorganization providing for payment in full of
all priority and secured claims, as well as a substantial dividend to general unsecured creditors.

15.  Debtor has an immediate need for the use of cash collateral which may secure the
above-listed claims.

16.  The cash collateral is needed to pay post-petition operating expenses, including
vendors, utilities and utility deposits, and to ensure the uninterrupted operation of Debtor’s
business.

17.  Debtor proposes to use cash collateral consistent with the budget attached hereto
as Exhibit B, and to pay required utility deposits.

18.  The secured creditors are adequately protected for the use of cash collateral
because the Debtor’s operations act to preserve the value of the business and to generate
replacement cash collateral. The replacement cash generated from Debtor’s operations is
expected to exceed the amount of any lien on an ongoing basis.

19.  Although Debtor believes that no other creditor has a lien against any of their cash
collateral, the replacement cash generated from Debtor’s operations can adequately protect any
interest they may claim.

lll.  Analysis

20.  The Court may allow Debtor’s use of cash collateral if it determines that a
creditors’ interest in their cash collateral is adequately protected. See I re Mellor, 734 F.2d 1396,
1400 (9t Cir. 1984).

21.  While adequate protection often contemplates payments, the use of cash collateral
to operate an income-producing business itself preserves the value of the collateral. Prudent
operation of the property allows Debtor to preserve its business for sale or to generate further

income, thereby preserving the value of the income stream.
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| 22.  This economic reality is reflected in case law. In the Las Vegas Monorail case, for

2 example, Judge Markel noted that the debtor’s

3 use of the cash it generates in its operations is itself a form of adequate protection. This is
because LVMC's continued investment in, and operation of, the monorail will increase,

4 or at least maintain, the collateral’s value. A shuttered monorail will not generate any
revenue, but every additional rider on the monorail will generate additional cash for

5 distribution to the noteholders, after LVMC pays reasonable expenses.

6 Inre Las Vegas Monorail Co., 429 B.R. 317, 341 (Bankr. Nev. 2010). Other courts have made the
7 same conclusions in the context of income-producing real property. In re Willowood East
8  Apartments of Indianapolis, 114 B.R. 138,143 (Bankr. S.D. Ohio 1990) (stating that the use of cash
9 collateral for operating expenses “preserves the value of [the creditor’s] allowed secured
10 claim”); In re Warren Street Associates, Ltd., 142 B.R. 53, 57 (Bankr. N.D.N.Y. 1992) (“the
Il creditor's interest in the rental income generated by the property is adequately protected when a
12 portion of the rents is reinvested in the property for operational expenses and maintenance”); I
13 re Ralar Distribs., Inc., 166 B. R. 3,7 (Bankr. D. Mass. 1994) (“[a]ctivities of a debtor can enhance
14 collateral value and thereby provide adequate protection,” internal citation omitted).
5 23.  Inall events, it is understood that adequate protection is a concept which is
l6  decided flexibly on a case-by-case basis. In re Martin, 761 F.2d 472 (8th Cir. 1985); In re Monroe
17 Park,17 B.R. 934 (D.C. Del. 1982).
8 24.  The secured creditors are not only protected but will benefit from the Debtor’s
19 continued operation.
20 25.  The expenses proposed to be paid constitute “normal operating expenses”
21 connected with the collateral, the value of which is properly deducted from the gross receipts to
22 determine the value of cash collateral. In re Ambanc La Mesa Ltd. Partnership, 115 F.3d 650, 650,
23 654 (9th Cir. 1997) (valuing a secured claim). Authorization to use cash collateral for normal
24  operating expenses in security agreements may be express, or implied even in the absence of
25 express language. Willowood, 114 B.R. at 143; Warren Street, 142 B.R. at 57. In this case, TBF’s
26 alleged security agreement requires the Debtor to continue generating accounts receivables,
27 which Debtor cannot accomplish without paying its normal operating expenses. (Doc 19, p. 6, q
28 1.9.xiii).
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26.  Further, the equities of the case require that the secured creditors’ interest in cash
collateral be limited under 11 USC § 552(b)(2) as necessary to preserve the collateral or improve
its value. Willowood, 114 B.R. at 143. Such use benefits the secured creditors and avoids injustice
to unsecured creditors, who would otherwise bear the burden of expenses that benefit the
secured creditors.

27.  Debtor’s operations are projected to produce cash exceeding its current levels.

28.  Continued operation of Debtor’s business will ensure the maintenance and
protection of the collateral. Moreover, continued operations will provide funds to produce excess
cash flow that will ultimately fund the payments to the secured creditors and to other creditors.

29.  Moreover, the expenses set forth in the attached Budget are reasonable and
necessary to maintain the Debtor’s business.

30.  Particularly because the creditors’ interest in the Cash Collateral is preserved by
continued operations, the Court should consider the extreme harm to the estate and its creditors
from denying the use of cash Collateral.

31.  Accordingly, the Debtor should be entitled to use Cash Collateral consistent with
the budget attached hereto as Exhibit B and to pay required utility deposits.

NOTICE AND REQUEST FOR FINAL HEARING

32. Pursuant to Rule 4001(c)(2), Debtor requests the Court to set a date for the Final
Hearing. Notice of this Motion has been given by e-mail or facsimile, overnight delivery, and/or
courier to the following parties or, in lieu thereof, to their counsel, if known:

a. The Office of the United States Trustee;
b. The Internal Revenue Service;
C. The Arizona Department of Revenue; and
d. TBF Financial, LLC.
33.  Further notice will be promptly provided to all other creditors and interested

parties.
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| NECESSITY FOR IMMEDIATE RELIEF

2 34. Absent immediate use the Cash Collateral, Debtor will be unable to meet payroll

3 or maintain business operations.

4 35.  To prevent irreparable harm, Debtor requests the ability to use Cash Collateral on
5 aninterim basis, pending a final hearing on this Motion, consistent with the budget attached

6 hereto as Exhibit B and to pay required utility deposits.

7 WHEREFORE, Debtor respectfully requests entry of an order substantially in the form of
8 the proposed Interim Order attached to this Motion as Exhibit A, entry of a Final Order at the

9 final hearing, and such other and further relief as is appropriate.

10 DATED this 8th day of January, 2018.

The Law Office of Kelly G. Black, PLC

/s/ Kelly G. Black
14 Attorney for Inland Oasis Group, Inc.
By: Kelly G. Black, No. 016376

16 5477

20
21
22
23
24
25
26
27
28
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| Tre Law Orrice of
KeLLy G. Brack, pLc
1152 E Greenway St, Ste 4
3 Mesa, AZ 85203-4360
P (480) 639-6719
F (480) 639-6819
5  Attorneys for Inland Oasis Group, Inc.
By:  Kelly G. Black, No. 016376, kgb@kellygblacklaw.com

UNITED STATES BANKRUPTCY COURT
DISTRICT OF ARIZONA

8

In re: Chapter 11 Proceedings
9

Inland Oasis Group, Inc. X | Case No.: 2:17-bk-13376-MCW
10

Debtor Order Authorizing the Use of Cash

' Collateral
12
13 The Court having considered the Motion for Order Authorizing the Use of Cash
14  Collateral (Doc ) (the “Motion”), together with any supporting

15 and opposing memoranda, declarations and arguments, and for good cause shown,

16 IT IS ORDERED authorizing Debtor to use cash collateral consistent with the budget

17 attached hereto as Exhibit B, and to pay required utility deposits, until a final hearing can be held;
8 IT IS FURTHER ORDERED setting a final hearing on the Motion for

19 (date) at (time) in Courtroom 702 of the

20 United States Bankruptcy Court, District of Arizona, located at 230 N. First Avenue, Phoenix,
21 Arizona 85003;

22 IT IS FURTHER ORDERED directing that notice by mail be provided to all creditors

23 and interested parties, and that expedited notice (email, fax or telephone) of the hearing be given
24  to the Office of the United States Trustee and to the following, who assert secured claims: the

25 Internal Revenue Service; the Arizona Department of Revenue; and TBF Financial, LL.C.

26 SIGNED AND DATED ABOVE.

77 5487

28
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