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MARTIN J. BRILL (State Bar No. 53220) 
TODD M. ARNOLD (State Bar No. 221868) 
LEVENE, NEALE, BENDER, YOO & BRILL L.L.P. 
10250 Constellation Boulevard, Suite 1700 
Los Angeles, California 90067 
Telephone:  (310) 229-1234 
Facsimile:  (310) 229-1244 
Email: mjb@lnbyb.com, tma@lnbyb.com  
 
Proposed Attorneys for Debtors and Debtors in Possession   
 
 

UNITED STATES BANKRUPTCY COURT 
CENTRAL DISTRICT OF CALIFORNIA 

SANTA ANA DIVISION 

In re: 
 
TOWNSEND CORPORATION  
d/b/a Land Rover Jaguar Anaheim Hills, 
 
                         Debtor and Debtor in Possession.
_______________________________________
 
In re: 
 
LRJC, INC.  
d/b/a Land Rover Jaguar Cerritos, 
 
                         Debtor and Debtor in Possession.
_______________________________________
 
Affects: 
 

   TOWNSEND CORPORATION Only 
 

   LRJC, INC. Only 
 
  BOTH DEBTORS 

 Lead Case No.: 8:11-bk-22690-RK (jointly 
administered with Case No.: 8:11-bk-22695-
RK) 
   
Chapter 11 Cases 
 
 
DEBTORS’ NOTICE OF EMERGENCY 
MOTION AND EMERGENCY MOTION 
FOR ENTRY OF AN ORDER APPROVING 
STIPULATION AND AGREEMENT FOR 
ORDER AUTHORIZING 
USE OF CASH COLLATERAL, 
CONTINUED DISCRETIONARY FLOOR  
PLAN FINANCING AND PROVIDING 
FOR  ADEQUATE  PROTECTION;                
MEMORANDUM OF POINTS AND 
AUTHORITIES AND DECLARATIONS IN 
SUPPORT THEREOF 
 
 
Hearing: 
Date: September 27, 2011 
Time: 3:00 p.m. 
Place: Courtroom “5D” 

411 West Fourth Street 
Santa Ana, CA 92701-4593 
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SUMMARY AND NOTICE 

PLEASE TAKE NOTICE THAT, pursuant to L.B.R. 2081-1(a)(9) and (a)(12), 4001-2, 

and 9075-1, Fed.R.Bankr.P. 4001, and 11 U.S.C. §§ 105(a) and 363, Townsend Corporation d/b/a 

Land Rover Jaguar Anaheim Hills (“LRJ Anaheim”) and LRJC, Inc. d/b/a Land Rover Jaguar 

Cerritos (“LRJ Cerritos”), the debtors and debtors in possession in the above captioned cases for 

which joint administration is being sought (collectively, the “Debtors”), hereby move on an 

emergency basis, by way of this motion (the “Motion”), for the entry of an order approving the 

Stipulation and Agreement for Order Authorizing Use of Cash Collateral, Continued Discretionary 

Floor Plan Financing and Providing for Adequate Protection (the “Stipulation”) to be entered into by 

the Debtors and BMW Financial Services NA, LLC (“BMW FS”), which is attached hereto as 

Exhibit “1.”
1
 

PLEASE TAKE FURTHER NOTICE THAT, a hearing on the Motion will be held at the 

above referenced date, time, and location and that objections may be made up to or at the time of the 

hearing. 

PLEASE TAKE FURTHER NOTICE THAT, as discussed below and in the annexed 

declarations in support hereof (the “Declarations”), on September 9, 2011 (the “Petition Date”), the 

Debtors commenced their bankruptcy cases by each filing a voluntary petition for relief under 

Chapter 11 of title 11, United States Code § 101, et seq. (the “Bankruptcy Code”).
2  No trustees have 

been appointed, and the Debtors are continuing to manage their financial affairs as debtors in 

possession pursuant to Sections 1107 and 1108. 

Each of the Debtors operates an auto dealership.  The Debtors required the immediate use of 

cash collateral so that they could maintain operations and going concern value while they attempt to 

effectuate a sale of substantially all of their assets and/or a reorganization.  Therefore, the Debtors 

previously filed an emergency motion to approve the use of cash collateral (the “Cash Collateral 
                         

1 Due to the emergency nature of the Motion, the parties could not get a fully executed Stipulation to attach to the 
Motion.  A fully executed copy of the Stipulation will be lodged with the Court in advance of or at the hearing on the 
Motion. 
2 Unless otherwise stated, all section references herein are to the Bankruptcy Code. 
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Motion”).  The Debtors filed the Cash Collateral Motion in an abundance of caution, as the Debtors 

hoped to be able to reach agreement with BMW FS regarding the use of cash collateral and 

continued postpetition financing by BMW FS.  The Cash Collateral Motion was approved at a 

hearing held on September 23, 2011, at 11:00 a.m.  At that time, the Court set the instant hearing to 

consider the Motion and Stipulation in the event the parties were able to agree to terms.  Shortly 

after the hearing on the Cash Collateral Motion, the Debtors and BMW FS agreed to terms for the 

use of cash collateral and continued postpetition financing by BMW FS.  Those terms are set forth in 

the Stipulation attached hereto as Exhibit “1.”  

Only through the Stipulation and, in particular, the postpetition financing provided under the 

Stipulation, can the Debtors continue to operate their business and maintain going concern value.  In 

short, without such financing, the Debtors cannot continue to purchase new (and possibly used) 

inventory.  In that case, the Debtors new inventory would be allocated to other dealers and the 

Debtors would lose sales and would have to cease operations, which would severely damage their 

going concern value.   

Likewise, the Debtors have no ability to continue to operate their businesses and maintain the 

going concern value thereof unless the Debtors have immediate access to, and use of, their cash 

collateral to pay the Debtors’ ordinary operating expenses, including, but not limited to, payroll, 

rent, utilities, etc.  The expenses the Debtors must be able to pay are set forth in the budgets (the 

“Budgets”) for each of the Debtors collectively attached hereto as Exhibit “2.”  The Debtors’ 

inability to pay those expenses would cause immediate and irreparable harm to the Debtors and their 

businesses.  The inability of the Debtors to use their cash collateral would likely result in the 

immediate closure of the Debtors’ dealerships, which would lead to a precipitous decline in the 

Debtors’ going concern value and gravely jeopardize any sale or reorganization of the Debtors’ 

businesses, which would harm all creditors of the Debtors, including causing substantial losses for 

BMW FS.    
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Accordingly, the Debtors respectfully request that the Court enter an order authorizing the 

Debtors to use cash collateral and obtain postpetition financing from BMW FS pursuant to the terms 

of the Stipulation.  

PLEASE TAKE FURTHER NOTICE THAT Pursuant to Local Bankruptcy Rule 4001-2, 

the Debtors make the following statements regarding the relief requested by the Debtors pertaining 

to the Debtors’ use of cash collateral, the proposed postpetition financing, the Stipulation, and the 

proposed order approving this Motion and the Stipulation attached hereto as Exhibit “3.” 

Provision Paragraph 
Cross-collateralization clauses 
 

Only to the extent 
allowed under existing 
loan documents.  
 

Provisions or findings of fact that bind the estate or all parties in 
interest with respect to the validity, perfection or amount of the secured 
party’s lien or debt. 
 

There are provisions in 
the Stipulation 
regarding the amount 
of BMW FS’s 
prepetition debt and 
BMW FS’s liens. 
 
¶¶ E-J. 
 
There are provisions in 
the Stipulation limiting 
the time in which the 
Debtors or a 
Committee can 
challenge BMW FS’s 
loan documents and 
liens. 
 
¶¶ 11 
 

Provisions or findings of fact that bind the estate or all parties in 
interest with respect to the relative priorities of the secured party’s lien 
and liens held by persons who are not party to the stipulation, or which 
create a lien senior or equal to any existing lien. 
 
 

There are provisions in 
the Stipulation 
regarding the amount 
of BMW FS’s 
prepetition debt and 
BMW FS’s liens. 
 
¶¶ E-J. 
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Provision Paragraph 
There are provisions in 
the Stipulation limiting 
the time in which the 
Debtors or a 
Committee can 
challenge BMW FS’s 
loan documents and 
liens. 
 
¶¶ 11 
 

Waivers of 11 U.S.C. § 506(c), unless the waiver is effective only 
during the period in which the debtor is authorized to use cash 
collateral or borrow funds. 
 

Yes 
 
¶¶ 12 and 14 
 

Provisions that operate, as a practical matter, to divest the debtor in 
possession of any discretion in the formulation of a plan or 
administration of the estate or to limit access to the court to seek any 
relief under other applicable provision of law. 
 

No 

Releases of liability for the creditor’s alleged prepetition torts or 
breaches of contract. 
 

Yes 
 
¶ 20 
 

Waivers of avoidance actions arising under the Bankruptcy Code. No 
 

Automatic relief from the automatic stay upon default, conversion to 
chapter 7, or appointment of a trustee. 
 

No – However, the 
Stipulation provides for 
expedited consideration 
of whether relief from 
stay should be granted 
if there is a default and 
failure to cure. 
 
¶ 37 
 

Waivers of procedural requirements, including those for foreclosure 
mandated under applicable non-bankruptcy law, and for perfection of 
replacement liens. 
 

Yes – The Stipulation 
provides for BMW FS 
to be able to obtain a 
surrender of the 
Debtors’ collateral and 
premises in the event of 
a default and failure to 
cure.   
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Provision Paragraph 
¶ 37 
 
Also, as discussed 
above, BMW FS is 
being provided with 
standard replacement 
liens in postpetition 
collateral 

Adequate protection provisions which create liens on claims for relief 
arising under 11 U.S.C. §§ 506(c), 544, 545, 547, 548 and 549. 
 

No 

Waivers, effective on default or expiration, of the debtor’s right to 
move for a court order pursuant to 11 U.S.C. § 363(c)(2)(B) 
authorizing the use of cash collateral in the absence of the secured 
party’s consent. 
 

No  

Provisions that grant a lien in an amount in excess of the dollar amount 
of cash collateral authorized under the applicable cash collateral order. 
 

No 

Provisions providing for the paying down of prepetition principal owed 
to a creditor. 
 

No 

Findings of fact on matters extraneous to the approval process. 
 

No 

 
PLEASE TAKE FURTHER NOTICE THAT, in order to provide maximum notice of this 

Motion, concurrently with the filing of this Notice and Motion with the Court, the Debtors served by 

email an/or overnight mail a copy of this Notice and Motion and all supporting papers upon the 

Office of the United States Trustee, creditors with claims allegedly secured by the assets of the 

Debtors, the Debtors’ 20 largest unsecured creditors, and all of those parties who have requested 

special notice.      

PLEASE TAKE FURTHER NOTICE THAT, the relief sought in this Motion is based 

upon this Notice of Motion and Motion, the annexed Memorandum of Points and Authorities and 

the exhibits thereto, the statements, arguments and representations of counsel to be made at the 

hearing on the Motion, and any other evidence properly presented to the Court at or prior to the 

hearing on the Motion. 
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WHEREFORE, the Debtors respectfully request that the Court enter an order: 

1. affirming the adequacy of the notice given;  

2. granting the Motion and approving the Stipulation on an interim basis pending a final 

hearing thereon;  

3. authorizing the Debtors to use cash collateral and to pay the expenses set forth in the 

Budgets on an interim basis pending a final hearing; 

4. authorizing the Debtors to obtain postpetition financing from BMW FS in accordance 

with the terms of the Stipulation on an interim basis pending a final hearing; 

5. setting a final hearing on the Motion; and 

6. granting such other and further relief as the Court deems just and proper. 

Dated: September 23, 2011   TOWNSEND CORPORATION  
d/b/a Land Rover Jaguar Anaheim Hills 

 
      - and -  
 

LRJC, INC.  
d/b/a Land Rover Jaguar Cerritos 

 

      By:      /s/ Todd M. Arnold    
       MARTIN J. BRILL 

TODD M. ARNOLD 
LEVENE, NEALE, BENDER, YOO  
   & BRILL L.L.P.  
Proposed Attorneys for Debtors and  
Debtors in Possession 
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MEMORANDUM OF POINTS AND AUTHORITIES 

I. 

STATEMENT OF FACTS 

A. BACKGROUND 

On September 9, 2011 (the “Petition Date”), the Debtors commenced their bankruptcy cases 

by each filing a voluntary petition for relief under Chapter 11 of title 11, United States Code § 101, 

et seq. (the “Bankruptcy Code”).
3
  No trustees have been appointed, and the Debtors are continuing 

to manage their financial affairs as debtors in possession pursuant to Sections 1107 and 1108. 

Ernest Townsend, who holds a bachelor’s degree in economics from California State 

University, Sacramento and a business degree from Harvard Business School and who has held 

numerous senior management positions at large companies such as Frank’s Nursery and Crafts, Dole 

Food Company of North America, and Kraft/Philip Morris, has owned and operated car dealerships 

in Southern California for over 13 years.  The Debtors are principally owned and operated by Ernest 

Townsend and his son, Joshua Townsend.  LRJ Anaheim has been in business since 2000.  LRJ 

Cerritos has been in business since 2006.  The Debtors sell new Jaguar and Land Rover vehicles and 

various previously owned vehicles.  The Debtors also have a service and parts departments. 

Additional information regarding the Debtors and their business operations can be found at 

http://www.lrjah.com/ (LRJ Anaheim) and http://lrjcerritos.com/ (LRJ Cerritos). 

B. REASONS FOR FILING BANKRUPTCY AND EXIT STRATEGY 

1. ISSUES WITH JAGUAR LAND ROVER NORTH AMERICA, LLC 

The Debtors are parties to various agreements (the “Dealer Agreements”) with Jaguar Land 

Rover North America, LLC (“JLRNA”).  Under the terms of the Dealer Agreements, among other 

things, (1) JLRNA sells new Jaguar and Land Rover vehicles (the “New Vehicles”) to the Debtors, 

which the Debtors then sell to their customers, and (2) JLRNA provides certain business builder 

                         

3 Unless otherwise stated, all section references herein are to the Bankruptcy Code. 
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programs (the “Business Builder Programs”), pursuant to which JLRNA is required to make 

payments to the Debtors if certain conditions are met (the “Business Builder Payments”).   

In summary, under the Business Builder Programs, by the last day of the month following a 

quarter, JLRNA makes Business Builder Payments to the Debtors based on sales of New Vehicles 

from the prior quarter (a “Business Builder Period”).  At present, in order for sales of New Vehicles 

to count for the purposes of Business Builder Payments, the following general requirements (which 

have changed over time when it suited JLRNA) must be met (1) the vehicle has to be sold in the 

applicable Debtors’ territory or an unassigned territory and (2) the vehicle must be registered to an 

end-user and there has to be proof of the address of the end-user.  Up until about February 2011, the 

registration of the subject New Vehicle and proof of the address of the end-user were not 

requirements for New Vehicle sales to qualify under the Business Builder Programs.  It is believed 

that this was added as a requirement to prohibit the sale of New Vehicles to auto brokers and auto 

brokers subsequently selling New Vehicles to dealers or end-users outside of the United States.   

If the requirements are not met with respect to a particular New Vehicle, then JLRNA does 

not make the Business Builder Payment for such vehicle.  If the requirements are not met with 

respect to 10% or more of the New Vehicles sold during a Business Builder Period, then JLRNA 

does not make any Business Builder Payments for any New Vehicle sales during the Business 

Builder Period, including New Vehicle sales that would otherwise meet the requirements of the 

Business Builder Programs.  The Business Builder Payments make up a substantial portion of the 

Debtors’ revenue and are essential to the funding of the Debtors’ continued operations and 

profitability. 

LRJ Anaheim has an ongoing dispute with JLRNA due to alleged issues raised by JLRNA 

regarding Business Builder Payments to LRJ Anaheim under the Business Builder Programs and 

JLRNA’s efforts to recoup prior payments to LRJ Anaheim by offsetting payments that came due 

and will come due in 2011.   

  LRJ Anaheim disputes and continues to dispute the claims made by LRJNA regarding audit 

issues related to in the LRJ Anaheim Business Builder Program and LRJNA’s efforts to offset to 
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recover prior Business Builder Payments.  To the contrary, as discussed above, LRJ Anaheim is 

owed at least $1,160,995 by JLRNA for Business Builder Payments, warranty payments, and 

incentive payments.  LRJ Cerritos also disputes any alleged issues regarding LRJ Cerritos’ 

compliance with the provisions of the LRJ Cerritos Dealership Agreements.    

However, rather than jeopardize the value of the Debtors’ businesses, the Debtors decided to 

sell their businesses.  Prior to the Petition Date, the Debtors retained a broker to market both of the 

Debtors’ dealerships for sale.  The Debtors obtained an offer from a well-known Southern California 

auto dealer (the “Potential Buyer”).  The Debtors engaged in substantial discussions with the 

Potential Buyer and sought JLRNA’s approval of the sale of the Debtors’ dealerships to the Potential 

Buyer.  JLRNA approved the Potential Buyer, and the Debtors and the Potential Buyer exchanged 

drafts of an asset purchase agreement.   

For inexplicable reasons, as the parties were negotiating and the Potential Buyer was 

conducting its due diligence, the Debtors believe that Carrie Catherine, of JLRNA, made false 

statements about the Debtors’ inventory and other issues.  The Debtors also believe that, contrary to 

the confidentiality provisions of the Dealership Agreements and the Debtors’ admonishments, Carrie 

Catherine, made statements to the Potential Buyer regarding the Debtors’ business.  It is still 

unknown why JLRNA and Carrie Catherine would take actions manifestly contradictory to their 

efforts to terminate their business relationship with the Debtors and to replace them with the 

Potential Buyer.  In any event, as a result of, among other things, the foregoing conduct by JLRNA, 

on the afternoon of August 31, 2011, the Potential Buyer indicated that it was no longer interested in 

purchasing the Debtors’ dealerships. 

Since the Petition Date, the Debtors have continued to attempt to work toward a sale to the 

Potential Buyer, who resurfaced after the Petition Date, or some other buyer.  In addition, the 

Debtors intend to engage a broker or financial advisor specializing in the sale of auto dealerships to 

attract additional potential buyers and obtain the best possible price for the Debtors and their assets.   

 

 

Case 8:11-bk-22690-RK    Doc 39    Filed 09/23/11    Entered 09/23/11 17:51:08    Desc
 Main Document      Page 10 of 119



 

 11

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

2.  BMW FINANCIAL SERVICES NA, LLC 

The Debtors finance their inventory and operations principally through various loan 

agreements (the “Loan Agreements”) with BMW Financial Services NA, LLC (“BMW FS”).  More 

specifically, by way of the Loan Agreements, BMW FS provides what are commonly referred to as 

“flooring” loans to the Debtors.  That is, when the Debtors order New Vehicles from JLRNA, BMW 

FS pays JLRNA for the New Vehicles, which increases the Debtors’ obligations to BMW FS, but 

generally does not result in obligations to JLRNA.  Pursuant to the Loan Agreements, BMW FS has 

also financed the Debtors’ purchases of previously owned vehicles (the “Used Vehicles”).  BMW FS 

has also provided other loans to the Debtors for the build-out of their dealerships. 

As set forth in the Stipulation, as of the Petition Date, the Debtors owed BMW FS 

approximately $10,284,316 including the following: (a) $631,131 on a capital loan for the LRJ 

Anaheim Land Rover dealership in 2006 owed by LRJ Anaheim, (b) $563,334 on a capital loan for 

the LRJ Anaheim Jaguar dealership addition in 2005 owed by LRJ Anaheim, (c) $4,205,170 in 

flooring loans owed by LRJ Anaheim, and (d) $4,884,681 in flooring loans owed by LRJ Cerritos 

(collectively, the “BMW FS Claim”).  The BMW FS Claim is cross-guaranteed and secured by a 

first priority lien on substantially all of the Debtors’ assets, including, among other things, the 

Debtors’ New Vehicles, Used Vehicles, furniture, fixtures, equipment, and bank accounts.  As of the 

Petition Date, the Debtors were current on the BMW FS Claim.   

3. EXIT STRATEGY 

Due to cash flow issues created before the Petition Date by, among other things, JLRNA’s 

non-payment of various amounts owed to the Debtors, the Debtors inability to obtain flooring loans 

from BMW for Used Vehicles, and the Debtors pay down of substantial amounts owed to BMW FS 

for Used Vehicle Flooring loans, the Debtors decided to file for bankruptcy protection in order to 

maintain the value of their businesses pending a sale or reorganization.  The Debtors believe that 

they will have a motion to approve a proposed sale of substantially all of the Debtors’ assets filed 

within the next 30 days.   
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C. THE CASH COLLATERAL MOTION AND THE CASH COLLATERAL 
STIPULATION 

 
As discussed above, as of the Petition Date, the amount the Debtors owed to BMW FS on the 

BMW FS Claim was approximately $10,284,316.  As also discussed above, the BMW FS Claim is 

allegedly cross-guaranteed and secured by a first priority lien on substantially all of the Debtors’ 

assets (the “Assets”), including the Debtors’ cash collateral (the “Cash Collateral”).   

Collectively attached hereto as Exhibit “4” and “5” are summaries of UCC-1 Financing 

Statements and the actual UCC-1 Financing Statements (collectively, the “LRJ Anaheim Financing 

Statements”) affecting LRJ Anaheim that were obtained by conducting searches under the name 

“Townsend Corporation” (Exhibit “4”) and “Land Rover Jaguar Anaheim Hills” (Exhibit “5”).  

Collectively attached hereto as Exhibit “6” and “7” are summaries of UCC-1 Financing Statements 

and the actual UCC-1 Financing Statements (collectively, the “LRJ Cerritos Financing Statements” 

and, together with the LRJ Anaheim Financing Statements, the “Financing Statements”) affecting 

LRJ Cerritos that were obtained by conducting searches under the name “LRJC, Inc.” (Exhibit “6”) 

and “Land Rover Jaguar Cerritos” (Exhibit “7”).   

Based on a review of the Financing Statements, the Debtors believe that BMW FS is the only 

entity that has an interest in the Debtors’ Cash Collateral.  The other entities that filed Financing 

Statements (ADP Commercial Leasing, LLC, Ford Motor Company, the Employment Development 

Department, the IRS, Sterling Savings Bank, Bank of the West (Trinity Division), Anthony Rector, 

and Wayne’s (a Division of Tool Works, Inc.), either (1) only have interests in particular pieces of 

equipment or alleged tax liens that do not attach to Cash Collateral, and/or (2) were erroneously 

included in the Financing Statements obtained by the search because the liens are against entities 

other than the Debtors. 

The Debtors required the immediate use of Cash Collateral after the Petition Date so that 

they could maintain operations and going concern value while they attempt to effectuate a sale of 

substantially all of their assets and/or a reorganization.  Therefore, the Debtors previously filed an 

emergency motion to approve the use of cash collateral (the “Cash Collateral Motion”).  The 
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Debtors filed the Cash Collateral Motion in an abundance of caution, as the Debtors hoped to be able 

to reach agreement with BMW FS regarding the use of cash collateral and continued postpetition 

financing by BMW FS.  The Cash Collateral Motion was largely based on the assertion that BMW 

FS was the only entity with an interest in Cash Collateral and that BMS FS (and any other entities 

with alleged interests in Cash Collateral) were adequately protected.  The Cash Collateral Motion 

was approved at a hearing held on September 23, 2011, at 11:00 a.m.  At that time, the Court set a 

hearing to consider a motion that the Debtors intended to file if they could reach agreement with 

BMW FS regarding the use of Cash Collateral and continued postpetition financing by BMW FS.  

Shortly after the hearing on the Cash Collateral Motion, the Debtors and BMW FS agreed to terms 

regarding the foregoing.  Those terms are set forth in the Stipulation and Agreement for Order 

Authorizing Use of Cash Collateral, Continued Discretionary Floor Plan Financing and Providing 

for Adequate Protection (the “Stipulation”) attached hereto as Exhibit “1.”
4
   

In summary, under the Stipulation, (1) the Debtors will continue to use Cash Collateral 

pursuant to the Budgets, unless and until there is a default or the term of the Stipulation expires 

without written agreement between the parties to extend Cash Collateral use, (2) BMW FS will 

continue to provide flooring loans to the Debtors for New Vehicles under the terms that were in 

existence between the parties as of the Petition Date (LRJ Anaheim had a New Vehicle flooring line 

of up to $7.5 million with interest at the rate of prime + 0.25%; LRJ Cerritos had a New Vehicle 

flooring line of up to $6.5 million with interest at the rate of prime + 0.25%), as modified by the 

Stipulation, and (3) BMW FS, at its discretion, may provide flooring loans of up to $750,000 for 

each Debtor under the terms that were in existence between the parties as of the Petition Date, %), as 

modified by the Stipulation. 

 

 

                         

4 Due to the emergency nature of the Motion, the parties could not get a fully executed Stipulation to attach to the 
Motion.  A fully executed copy of the Stipulation will be lodged with the Court in advance of or at the hearing on the 
Motion.   
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II. 

DISCUSSION 

A. THE DEBTORS SHOULD BE AUTHORIZED TO USE CASH COLLATERAL 
PURSUANT TO THE STIPULATION TO OPERATE, MAINTAIN AND PRESERVE 
THEIR BUSINESSES 

 
The Debtors’ use of property of the estates is governed by Section 363 of the Bankruptcy 

Code, which provides, in relevant part, as follows: 

If the business of the debtor is authorized to be operated under 
section. . .1108. . . of this title and unless the court orders 
otherwise, the trustee may enter into transactions, including the 
sale or lease of property of the estate, in the ordinary course of 
business, without notice or a hearing, and may use property of the 
estate in the ordinary course of business without notice or a 
hearing. 

 
11 U.S.C. §363(c)(l).  A debtor in possession has all of the rights and powers of a trustee with 

respect to property of the estate, including the right to use property of the estate in compliance with 

Section 363.  See 11 U.S.C. §1107(a). 

"Cash collateral" is defined as "cash, negotiable instruments, documents of title, securities, 

deposit accounts or other cash equivalents in which the estate and an entity other than the estate have 

an interest. . . ."  11 U.S.C. §363(a).  Section 363(c)(2) establishes a special requirement with respect 

to "cash collateral," providing that the trustee or debtor in possession may use "cash collateral" 

under subsection (c)(l) if: 

 (A) each entity that has an interest in such cash collateral 
consents; or 
 (B) the court, after notice and a hearing, authorizes such use, 
sale or lease in accordance with the provisions of this section. 
 

See 11 U. S.C. §363(c)(2)(A) and (B). 

It is well settled that it is appropriate for a Chapter 11 debtor to use cash collateral for the 

purpose of maintaining and operating its property.  11 U.S.C. § 363(c)(2)(B); In re Oak Glen R-Vee, 

8 B.R. 213, 216 (Bankr. C.D. Cal. 1981); In re Tucson Industrial Partners, 129 B.R. 614 (9th Cir. 

BAP 1991).  In addition, where the debtor is operating a business, it is extremely important that the 
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access to cash collateral be allowed in order to facilitate the goal of reorganization: “the purpose of 

Chapter 11 is to rehabilitate debtors and generally access to cash collateral is necessary to operate a 

business.”  In re Dynaco Corporation, 162 B.R. 389 (Bankr. D. N.H. 1993), quoting In re Stein, 19 

B.R. 458, 459. (Bankr. E.D. Pa. 1982).    

As discussed above, the Debtors believe that BMW FS is the only entity with an interest in 

the Debtors Cash Collateral.  Pursuant to the Stipulation, BMW FS is consenting to the Debtors’ use 

of Cash Collateral.  Therefore, approval of Cash Collateral use pursuant to the Stipulation is 

warranted under Section 363(c)(2)(A).   

The approval of Cash Collateral use is also necessary to allow the Debtors to continue 

operating.  The Debtors have no ability to continue to operate their businesses and maintain the 

going concern value thereof unless the Debtors have immediate access to, and use of, their Cash 

Collateral to pay the Debtors’ ordinary operating expenses, including, but not limited to, payroll, 

rent, utilities, etc.  The expenses the Debtors must be able to pay are set forth in the budgets (the 

“Budgets”) for each of the Debtors collectively attached hereto as Exhibit “2.”  The Budgets 

attached hereto will supersede and replace the budgets under the Cash Collateral Motion and the 

interim and final orders thereon.  The Debtors’ inability to pay the expenses in the Budgets would 

cause immediate and irreparable harm to the Debtors and their businesses.  The inability of the 

Debtors to use their Cash Collateral would likely result in the immediate closure of the Debtors’ 

dealerships, which would lead to a precipitous decline in the Debtors’ going concern value and 

gravely jeopardize any sale or reorganization of the Debtors’ businesses, which would harm all 

creditors of the Debtors.    

B. THE DEBTORS SHOULD BE AUTHORIZED TO OBTAIN POSTPETITION 
FINANCING PURSUANT TO THE STIPULATION TO OPERATE, MAINTAIN 
AND PRESERVE THEIR BUSINESSES 

 
Section 364 provides, in relevant part, as follows: 

(a) If the trustee [or debtor in possession] is authorized to 
operate the business of the debtor under section . . . 1108, unless 
the court orders otherwise, the trustee [or debtor in possession] 
may obtain unsecured credit and incur unsecured debt in the 

Case 8:11-bk-22690-RK    Doc 39    Filed 09/23/11    Entered 09/23/11 17:51:08    Desc
 Main Document      Page 15 of 119



 

 16

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

ordinary course of business allowable under section 503(b)(1) of 
this title as an administrative expense. 
 
(b) The court, after notice and a hearing, may authorize the 
trustee [or debtor in possession] to obtain unsecured credit or to 
incur unsecured debt other than under subsection (a) of this 
section, allowable under section 503(b)(1) of this title as an 
administrative expense. 
 
(c) If the trustee [or debtor in possession] is unable to obtain 
unsecured credit allowable-under section 503(b)(1) of this title as 
an administrative expense, the court, after notice and a hearing, 
may authorize the obtaining of credit or the incurring of debt – 
 

(1)  with priority over any and all administrative 
expenses of the kind specified in section 503(b) or 507(b) 
of this title: 

 
(2)  secured by a lien on property of the estate that 

is not otherwise subject to a lien; or  
 

(3)  secured by a junior lien on property of the 
estate that is subject to a lien. 

 
(d)(1) The court, after notice and a hearing, may authorize the 
obtaining of credit or the incurring of debt secured by a senior or 
equal lien on property of the estate that is subject to a lien only if-- 
 

(A) the trustee is unable to obtain such credit otherwise; 
and 
 

(B) there is adequate protection of the interest of the holder 
of the lien on the property of the estate on which such senior or 
equal lien is proposed to be granted. 
 
      (2) In any hearing under this subsection, the trustee has the 
burden of proof on the issue of adequate protection. 

 

11 U.S.C. § 364. 

Section 364 of the Bankruptcy Code is structured with an escalating series of inducements 

which a debtor in possession may offer to attract credit during the post-petition period.  In re Photo 

Promotion Associates, Inc., 87 B.R. 835, 839 (Bankr. S.D.N.Y. 1988), aff’d, 881 F.2d 6 (2d. Cir. 

1989).  Therefore, where a trustee or debtor in possession cannot otherwise obtain unsecured post-
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petition credit, such credit may be obtained under certain carefully proscribed conditions.  In re T.M. 

Sweeney & Sons LTL Services, Inc., 131 B.R. 984, 989 (Bankr.N.D.Ill.1991).  For example, if 

creditors are unwilling to extend unsecured credit to a debtor in possession, further inducements are 

offered, with court approval after notice and a hearing, including, without limitation, liens equal to 

or senior to existing liens on encumbered property in accordance with 11 U.S.C. § 364(d).  In re 

Photo Promotion Associates, Inc., 87 B.R. at 839. 

A debtor’s decision to obtain credit under Section 364 are generally analyzed in terms of 

whether the decision was a prudent exercise of the debtor’s business judgment.  See, e.g., In re 

Simasko Production Co., 47 B.R. 444, 448-9 (D. Colo.1985) (authorizing interim financing 

agreement where debtor’s best business judgment indicated financing was necessary and reasonable 

for benefit of estate); In re Ames Dept. Stores, 115 B.R. 34, 38 (Bankr. S.D.N.Y. 1990) (with respect 

to post-petition credit, courts “permit debtors-in-possession to exercise their basic business judgment 

consistent with their fiduciary duties”).  See also 2 Collier on Bankruptcy ¶ 364.04, at 364-9-11 

(15th ed. 1991). 

Here, only through the Stipulation and, in particular, the postpetition financing provided 

under the Stipulation, can the Debtors continue to operate their businesses and maintain going 

concern value.  In short, without such financing, the Debtors cannot continue to purchase new (and 

possibly used) inventory.  In that case, the Debtors’ new inventory would be allocated to other 

dealers and the Debtors would lose sales and would have to cease operations, which would severely 

damage their going concern value.  It would be impossible for the Debtors to obtain a new flooring 

lender in time to continue purchasing inventory in the ordinary course and to maintain operations 

pending a sale.  Even if it were possible for the Debtors to do so, the terms for such funding would 

likely be less favorable than the terms under the Stipulation.  The lending terms under the Stipulation 

are the same terms that were negotiated and used before the Petition Date.  That is, there is no 

increase in interest rate or other materially different lending terms accompanying the postpetition 

financing under the Stipulation.  A higher interest rate and other harsh terms would likely be 

imposed by an alternate lender providing postpetition financing to a distressed borrower.  
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Understandably, BMW FS would not agree to provide such financing without having a security 

interest in the vehicle collateral purchased with the postpetition financing and in other postpetition 

collateral.   

In consideration of the foregoing reasons for obtaining the postpetition financing from BMW 

FS pursuant to the Stipulation, and the substantial benefits that will be derived from obtaining such 

postpetition financing, the Debtors have concluded that obtaining such financing from BMW FS is 

in the best interests of the Debtors, their estates, and their creditors.   

III. 

CONCLUSION 

WHEREFORE, the Debtors respectfully request that the Court enter an order: 

1. affirming the adequacy of the notice given;  

2. granting the Motion and approving the Stipulation on an interim basis pending a final 

hearing thereon;  

3. authorizing the Debtors to use cash collateral and to pay the expenses set forth in the 

Budgets on an interim basis pending a final hearing; 

4. authorizing the Debtors to obtain postpetition financing from BMW FS in accordance 

with the terms of the Stipulation on an interim basis pending a final hearing; 

5. setting a final hearing on the Motion; and 

 

 

 

 

 

/ / / 

/ / / 

/ / / 

 

Case 8:11-bk-22690-RK    Doc 39    Filed 09/23/11    Entered 09/23/11 17:51:08    Desc
 Main Document      Page 18 of 119



 

 19

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

6. granting such other and further relief as the Court deems just and proper. 

Dated: September 23, 2011   TOWNSEND CORPORATION  
d/b/a Land Rover Jaguar Anaheim Hills 

 
      - and -  
 

LRJC, INC.  
d/b/a Land Rover Jaguar Cerritos 

 

      By:      /s/ Todd M. Arnold    
       MARTIN J. BRILL 

TODD M. ARNOLD 
LEVENE, NEALE, BENDER, YOO  
   & BRILL L.L.P.  
Proposed Attorneys for Debtors and  
Debtors in Possession    
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DECLARATION OF ERNEST W. TOWNSEND IV 

I, Ernest W. Townsend IV, hereby declare as follows: 

1. I am over 18 years of age.  Except where otherwise stated, I have personal knowledge 

of the facts set forth below and, if called to testify, I could and would testify competently thereto. 

2. I hold a bachelor’s degree in economics from California State University, Sacramento 

and a business degree from Harvard Business School.  I have held numerous senior management 

positions at large companies. From 1972 to 1982, I served as the Brand Manager, Marketing 

Director, and Vice President of Marketing for Van De Kamp’s Frozen Foods.  From 1982 to 1987, I 

served as the President of All American Gourmet Company, which was sold to Kraft in 1987.  From 

1987 to 1992, I served as the Group Vice President and President of Frozen Food Group of 

Kraft/Philip Morris, a company that, at that time, had annual sales of approximately $1 billion.  

From 1992 to 1995, I served as the President of the Office of the Chairman of Dole Food Company 

of North America, a company that, at that time, had 8 operating divisions and annual sales of 

approximately $2.76 billion.  From 1997 to 2002, I owned and served as the president for Land 

Rover Newport Beach and Land Rover Mission Viejo.  From 2003 to the present, I have owned and 

operated Townsend Corporation d/b/a Land Rover Jaguar Anaheim Hills (“LRJ Anaheim”) and 

LRJC, Inc. d/b/a Land Rover Jaguar Cerritos (“LRJ Cerritos”), the debtors and debtors in possession 

in the above captioned cases for which joint administration is being sought (collectively, the 

“Debtors”).   

3. I am the President and own 60% of the equity of Townsend Corporation d/b/a Land 

Rover Jaguar Anaheim Hills (“LRJ Anaheim”) and am the President and own 55% of the equity of 

LRJC, Inc. d/b/a Land Rover Jaguar Cerritos (“LRJ Cerritos”), the debtors and debtors in possession 

in the above captioned cases for which joint administration is being sought (collectively, the 

“Debtors”). 

4. I make this declaration in support of the Motion to which this declaration is attached.  

Unless otherwise stated, all capitalized terms herein have the same meanings as in the Motion to 

which this declaration is attached. 
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5. On September 9, 2011 (the “Petition Date”), the Debtors commenced their 

bankruptcy cases by each filing a voluntary petition for relief under Chapter 11 of title 11, United 

States Code § 101, et seq. (the “Bankruptcy Code”).  No trustees have been appointed, and the 

Debtors are continuing to manage their financial affairs as debtors in possession pursuant to Sections 

1107 and 1108. 

6. The Debtors are principally owned and operated by me and my son, Joshua 

Townsend.  LRJ Anaheim has been in business since 2000.  LRJ Cerritos has been in business since 

2006.  The Debtors sell new Jaguar and Land Rover vehicles and various previously owned vehicles.  

The Debtors also have a service and parts departments. 

7. Additional information regarding the Debtors and their business operations can be 

found at http://www.lrjah.com/ (LRJ Anaheim) and http://lrjcerritos.com/ (LRJ Cerritos). 

8. The Debtors are parties to various agreements (the “Dealer Agreements”) with Jaguar 

Land Rover North America, LLC (“JLRNA”).  Under the terms of the Dealer Agreements, among 

other things, (1) JLRNA sells new Jaguar and Land Rover vehicles (the “New Vehicles”) to the 

Debtors, which the Debtors then sell to their customers, and (2) JLRNA provides certain business 

builder programs (the “Business Builder Programs”), pursuant to which JLRNA is required to make 

payments to the Debtors if certain conditions are met (the “Business Builder Payments”).   

9. In summary, under the Business Builder Programs, by the last day of the month 

following a quarter, JLRNA makes Business Builder Payments to the Debtors based on sales of New 

Vehicles from the prior quarter (a “Business Builder Period”).  At present, in order for sales of New 

Vehicles to count for the purposes of Business Builder Payments, the following general requirements 

(which have changed over time when it suited JLRNA) must be met (1) the vehicle has to be sold in 

the applicable Debtors’ territory or an unassigned territory and (2) the vehicle must be registered to 

an end-user and there has to be proof of the address of the end-user.  Up until about February 2011, 

the registration of the subject New Vehicle and proof of the address of the end-user were not 

requirements for New Vehicle sales to qualify under the Business Builder Programs.  It is believed 
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that this was added as a requirement to prohibit the sale of New Vehicles to auto brokers and auto 

brokers subsequently selling New Vehicles to dealers or end-users outside of the United States.  

10.  If the requirements are not met with respect to a particular New Vehicle, then 

JLRNA does not make the Business Builder Payment for such vehicle.  If the requirements are not 

met with respect to 10% or more of the New Vehicles sold during a Business Builder Period, then 

JLRNA does not make any Business Builder Payments for any New Vehicle sales during the 

Business Builder Period, including New Vehicle sales that would otherwise meet the requirements of 

the Business Builder Programs.  The Business Builder Payments make up a substantial portion of the 

Debtors’ revenue and are essential to the funding of the Debtors’ continued operations and 

profitability. 

11. LRJ Anaheim has an ongoing dispute with JLRNA due to alleged issues raised by 

JLRNA regarding Business Builder Payments to LRJ Anaheim under the Business Builder Programs 

and JLRNA’s efforts to recoup prior payments to LRJ Anaheim by offsetting payments that came 

due and will come due in 2011.   

12. LRJ Anaheim disputes and continues to dispute the claims made by LRJNA regarding 

audit issues related to in the LRJ Anaheim Business Builder Program and LRJNA’s efforts to offset 

to recover prior Business Builder Payments.  To the contrary, as discussed above, LRJ Anaheim is 

owed at least $1,160,995 by JLRNA for Business Builder Payments, warranty payments, and 

incentive payments.  LRJ Cerritos also disputes any alleged issues regarding LRJ Cerritos’ 

compliance with the provisions of the LRJ Cerritos Dealership Agreements.  

13.   However, rather than jeopardize the value of the Debtors’ businesses, the Debtors 

decided to sell their businesses.  Prior to the Petition Date, the Debtors retained a broker to market 

both of the Debtors’ dealerships for sale.  The Debtors obtained an offer from a well-known 

Southern California auto dealer (the “Potential Buyer”).  The Debtors engaged in substantial 

discussions with the Potential Buyer and sought JLRNA’s approval of the sale of the Debtors’ 

dealerships to the Potential Buyer.  JLRNA approved the Potential Buyer, and the Debtors and the 

Potential Buyer exchanged drafts of an asset purchase agreement.  
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14.  For inexplicable reasons, as the parties were negotiating and the Potential Buyer was 

conducting its due diligence, the Debtors believe that Carrie Catherine, of JLRNA, made false 

statements about the Debtors’ inventory and other issues.  The Debtors also believe that, contrary to 

the confidentiality provisions of the Dealership Agreements and the Debtors’ admonishments, Carrie 

Catherine, made statements to the Potential Buyer regarding the Debtors’ business.  It is still 

unknown why JLRNA and Carrie Catherine would take actions manifestly contradictory to their 

efforts to terminate their business relationship with the Debtors and to replace them with the 

Potential Buyer.  In any event, as a result of, among other things, the foregoing conduct by JLRNA, 

on the afternoon of August 31, 2011, the Potential Buyer indicated that it was no longer interested in 

purchasing the Debtors’ dealerships. 

15. Since the Petition Date, the Debtors have continued to attempt to work toward a sale 

to the Potential Buyer, who resurfaced after the Petition Date, or some other buyer.  In addition, the 

Debtors intend to engage a broker or financial advisor specializing in the sale of auto dealerships to 

attract additional potential buyers and obtain the best possible price for the Debtors and their assets.  

16.  The Debtors finance their inventory and operations principally through various loan 

agreements (the “Loan Agreements”) with BMW Financial Services NA, LLC (“BMW FS”).  More 

specifically, by way of the Loan Agreements, BMW FS provides what are commonly referred to as 

“flooring” loans to the Debtors.  That is, when the Debtors order New Vehicles from JLRNA, BMW 

FS pays JLRNA for the New Vehicles, which increases the Debtors’ obligations to BMW FS, but 

generally does not result in obligations to JLRNA.  Pursuant to the Loan Agreements, BMW FS has 

also financed the Debtors’ purchases of previously owned vehicles (the “Used Vehicles”).  BMW FS 

has also provided other loans to the Debtors for the build-out of their dealerships. 

17. As set forth in the Stipulation, as of the Petition Date, the Debtors owed BMW FS 

approximately $10,284,316 including the following: (a) $631,131 on a capital loan for the LRJ 

Anaheim Land Rover dealership in 2006 owed by LRJ Anaheim, (b) $563,334 on a capital loan for 

the LRJ Anaheim Jaguar dealership addition in 2005 owed by LRJ Anaheim, (c) $4,205,170 in 

flooring loans owed by LRJ Anaheim, and (d) $4,884,681 in flooring loans owed by LRJ Cerritos 
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(collectively, the “BMW FS Claim”).  The BMW FS Claim is cross-guaranteed and secured by a 

first priority lien on substantially all of the Debtors’ assets, including, among other things, the 

Debtors’ New Vehicles, Used Vehicles, furniture, fixtures, equipment, and bank accounts.  As of the 

Petition Date, the Debtors were current on the BMW FS Claim.   

18. Due to cash flow issues created before the Petition Date by, among other things, 

JLRNA’s non-payment of various amounts owed to the Debtors, the Debtors inability to obtain 

flooring loans from BMW for Used Vehicles, and the Debtors pay down of substantial amounts 

owed to BMW FS for Used Vehicle Flooring loans, the Debtors decided to file for bankruptcy 

protection in order to maintain the value of their businesses pending a sale or reorganization.  I 

believe that the Debtors will have a motion to approve a proposed sale of substantially all of the 

Debtors’ assets filed within the next 30 days.   

19. As discussed above, as of the Petition Date, the amount the Debtors owed to BMW 

FS on the BMW FS Claim was approximately $10,284,316.  As also discussed above, the BMW FS 

Claim is allegedly cross-guaranteed and secured by a first priority lien on substantially all of the 

Debtors’ assets (the “Assets”), including the Debtors’ cash collateral (the “Cash Collateral”).   

20. I believe that BMW FS is the only entity that has an interest in the Debtors’ Cash 

Collateral.  The other entities that filed Financing Statements (ADP Commercial Leasing, LLC, Ford 

Motor Company, the Employment Development Department, the IRS, Sterling Savings Bank, Bank 

of the West (Trinity Division), Anthony Rector, and Wayne’s (a Division of Tool Works, Inc.), 

either (1) only have interests in particular pieces of equipment or alleged tax liens that do not attach 

to Cash Collateral, and/or (2) were erroneously included in the Financing Statements obtained by the 

search because the liens are against entities other than the Debtors. 

21. The Debtors required the immediate use of Cash Collateral after the Petition Date so 

that they could maintain operations and going concern value while they attempt to effectuate a sale 

of substantially all of their assets and/or a reorganization.  Therefore, the Debtors previously filed an 

emergency motion to approve the use of cash collateral (the “Cash Collateral Motion”).  The Debtors 

filed the Cash Collateral Motion in an abundance of caution, as the Debtors hoped to be able to reach 
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agreement with BMW FS regarding the use of cash collateral and continued postpetition financing 

by BMW FS.  The Cash Collateral Motion was largely based on the assertion that BMW FS was the 

only entity with an interest in Cash Collateral and that BMS FS (and any other entities with alleged 

interests in Cash Collateral) were adequately protected.  The Cash Collateral Motion was approved 

at a hearing held on September 23, 2011, at 11:00 a.m.  At that time, the Court set a hearing to 

consider a motion that the Debtors intended to file if they could reach agreement with BMW FS 

regarding the use of Cash Collateral and continued postpetition financing by BMW FS.  Shortly after 

the hearing on the Cash Collateral Motion, the Debtors and BMW FS agreed to terms regarding the 

foregoing.  Those terms are set forth in the Stipulation and Agreement for Order Authorizing Use of 

Cash Collateral, Continued Discretionary Floor Plan Financing and Providing for Adequate 

Protection (the “Stipulation”) attached hereto as Exhibit “1.”   

22. The approval of Cash Collateral use is also necessary to allow the Debtors to continue 

operating.  The Debtors have no ability to continue to operate their businesses and maintain the 

going concern value thereof unless the Debtors have immediate access to, and use of, their Cash 

Collateral to pay the Debtors’ ordinary operating expenses, including, but not limited to, payroll, 

rent, utilities, etc.  The expenses the Debtors must be able to pay are set forth in the budgets (the 

“Budgets”) for each of the Debtors collectively attached hereto as Exhibit “2.”  The Budgets 

attached hereto will supersede and replace the budgets under the Cash Collateral Motion and the 

interim and final orders thereon.  The Debtors’ inability to pay the expenses in the Budgets would 

cause immediate and irreparable harm to the Debtors and their businesses.  The inability of the 

Debtors to use their Cash Collateral would likely result in the immediate closure of the Debtors’ 

dealerships, which would lead to a precipitous decline in the Debtors’ going concern value and 

gravely jeopardize any sale or reorganization of the Debtors’ businesses, which would harm all 

creditors of the Debtors.    

23. I believe that only through the Stipulation and, in particular, the postpetition financing 

provided under the Stipulation, can the Debtors continue to operate their businesses and maintain 

going concern value.  In short, without such financing, the Debtors cannot continue to purchase new 
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(and possibly used) inventory.  In that case, the Debtors’ new inventory would be allocated to other 

dealers and the Debtors would lose sales and would have to cease operations, which would severely 

damage their going concern value.  It would be impossible for the Debtors to obtain a new flooring 

lender in time to continue purchasing inventory in the ordinary course and to maintain operations 

pending a sale.  Even if it were possible for the Debtors to do so, the terms for such funding would 

likely be less favorable than the terms under the Stipulation.  The lending terms under the Stipulation 

are the same terms that were negotiated and used before the Petition Date.  That is, there is no 

increase in interest rate or other materially different lending terms accompanying the postpetition 

financing under the Stipulation.  A higher interest rate and other harsh terms would likely be 

imposed by an alternate lender providing postpetition financing to a distressed borrower.  

Understandably, BMW FS would not agree to provide such financing without having a security 

interest in the vehicle collateral purchased with the postpetition financing and in other postpetition 

collateral.   

24. In consideration of the foregoing reasons for obtaining the postpetition financing 

from BMW FS pursuant to the Stipulation, and the substantial benefits that will be derived from 

obtaining such postpetition financing, I have concluded that obtaining such financing from BMW FS 

is in the best interests of the Debtors, their estates, and their creditors. 

Executed this 23rd day of September 2011, at Bakersfield, California. 

       
 
/s/ Ernest W. Townsend IV   

       ERNEST W. TOWNSEND IV 
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DECLARATION OF TODD M. ARNOLD 

I, Todd M. Arnold, hereby declare as follows: 

1. I am over 18 years of age.  Except where otherwise stated, I have personal 

knowledge of the facts set forth below and, if called to testify, I could and would testify 

competently thereto. 

2. I am duly licensed to practice law in the state of California, in the United States 

District Courts and Bankruptcy Courts for the Northern, Eastern, Central, and Southern Districts of 

California, and before the Ninth Circuit. 

3. I am a partner in the law firm of Levene, Neale, Bender, Yoo & Brill L.L.P., counsel 

to Townsend Corporation d/b/a Land Rover Jaguar Anaheim Hills (“LRJ Anaheim”) and LRJC, 

Inc. d/b/a Land Rover Jaguar Cerritos (“LRJ Cerritos”), the debtors and debtors in possession in the 

above captioned cases for which joint administration is being sought (collectively, the “Debtors”). 

4. I make this declaration in support of the Motion to which this declaration is attached.  

Unless otherwise stated, all capitalized terms herein have the same meanings as in the Motion. 

5. I caused the Debtors to order from CLAS Information Systems summaries of UCC 

Financing Statements affecting the Debtors and the actual UCC Financing Statements. Collectively 

attached hereto as Exhibit “4” and “5” are summaries of UCC-1 Financing Statements and the 

actual UCC-1 Financing Statements (collectively, the “LRJ Anaheim Financing Statements”) 

affecting LRJ Anaheim that were obtained by conducting searches under the name “Townsend 

Corporation” (Exhibit “4”) and “Land Rover Jaguar Anaheim Hills” (Exhibit “5”).  Collectively 

attached hereto as Exhibit “6” and “7” are summaries of UCC-1 Financing Statements and the 
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actual UCC-1 Financing Statements (collectively, the “LRJ Cerritos Financing Statements” and, 

together with the LRJ Anaheim Financing Statements, the “Financing Statements”) affecting LRJ 

Cerritos that were obtained by conducting searches under the name “LRJC, Inc.” (Exhibit “6”) and 

“Land Rover Jaguar Cerritos” (Exhibit “7”).   

I declare under penalty of perjury under the laws of the United States of America that the 

foregoing is true and correct. 

Executed this 23rd day of September 2011, at Los Angeles, California. 

 

      /s/ Todd M. Arnold  
       TODD M. ARNOLD 
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