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Sale Date: Time: 

Location: 

Type of Sale:  Public  Private Last date to file objections:

Description of property to be sold:

Terms and conditions of sale:

Proposed sale price: _________________________________ 

Attorney or Party Name, Address, Telephone & FAX Nos., State Bar No. & 
Email Address 

FOR COURT USE ONLY 

Individual appearing without attorney
Attorney for:     

UNITED STATES BANKRUPTCY COURT 
CENTRAL DISTRICT OF CALIFORNIA -                                      DIVISION

CASE NO.: 

CHAPTER: 

In re:

NOTICE OF SALE OF ESTATE PROPERTY 

Debtor(s).

HURLBETT & OLMSTEAD 
Robert E. Hurlbett, CA Bar # 149519 
Reed H. Olmstead. CA Bar # 269525 
3324 State Street, Suite O 
Santa Barbara, CA 93105 
Telephone: (805) 963-9111 
Facsimile: (805) 963-2209 
reed@hurlbettlaw.com

Chapter 7 Trustee Jerry Namba

NORTHERN DIVISION

RICHARD KIM STARR
9:12-bk-10516-RR

7

10/02/2013 10:00 am

1415 State Street, Courtroom 201, Santa Barbara, CA 93101

09/25/2013

50% interest in Affiliated Communications, LLC.  See appended motion for additional details.

$200,000 initial cash payment with an additional $400,000 to be paid over 5 years.  See appended motion for additional 
details.

$ 600,000.00
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Overbid procedure (if any):

If property is to be sold free and clear of liens or other interests, list date, time and location of hearing: 

Contact person for potential bidders (include name, address, telephone, fax and/or email address):

Date:

Because the terms of the Agreement are unique and specific to the parties, the Trustee

does not currently propose an overbid procedure. However, the Trustee will consider and report to the Court any 
competing offers received prior to a hearing on this Motion.

N/A

Reed H. Olmstead 
Hurlbett & Olmstead 
3324 State Street, Suite O 
Santa Barbara, CA 93105 
Telephone: (805) 963-9111 
Facsimile: (805) 963-2209 
reed@hurlbettlaw.com

08/30/2013
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PROOF OF SERVICE OF DOCUMENT 
I am over the age of 18 and not a party to this bankruptcy case or adversary proceeding.  My business address is: 

A true and correct copy of the foregoing document entitled: NOTICE OF SALE OF ESTATE PROPERTY will be served or 
was served (a) on the judge in chambers in the form and manner required by LBR 5005-2(d); and (b) in the manner stated 
below: 

1. TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF):  Pursuant to controlling General 
Orders and LBR, the foregoing document will be served by the court via NEF and hyperlink to the document. On (date)
                 , I checked the CM/ECF docket for this bankruptcy case or adversary proceeding and determined that the 
following persons are on the Electronic Mail Notice List to receive NEF transmission at the email addresses stated below: 

 Service information continued on attached page 

2. SERVED BY UNITED STATES MAIL:
On (date)                  , I served the following persons and/or entities at the last known addresses in this bankruptcy 
case or adversary proceeding by placing a true and correct copy thereof in a sealed envelope in the United States mail, 
first class, postage prepaid, and addressed as follows. Listing the judge here constitutes a declaration that mailing to the 
judge will be completed no later than 24 hours after the document is filed. 

 Service information continued on attached page 

3. SERVED BY PERSONAL DELIVERY, OVERNIGHT MAIL, FACSIMILE TRANSMISSION OR EMAIL (state method 
for each person or entity served):  Pursuant to F.R.Civ.P. 5 and/or controlling LBR, on (date)                  , I served the 
following persons and/or entities by personal delivery, overnight mail service, or (for those who consented in writing to 
such service method), by facsimile transmission and/or email as follows.  Listing the judge here constitutes a declaration 
that personal delivery on, or overnight mail to, the judge will be completed no later than 24 hours after the document is 
filed.

 Service information continued on attached page 

I declare under penalty of perjury under the laws of the United States that the foregoing is true and correct. 

Date Printed Name Signature

Hurlbett & Olmstead, 3324 State Street, Suite O, Santa Barbara, CA 93105

08/30/2013

08/30/2013

Hon. Robin L. Riblet, US Bankruptcy Court, 1415 State Street, Santa Barbara, CA 93101 (via hand delivery)

08/30/2013 Reed H. Olmstead /s/ Reed H. Olmstead
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TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (NEF): 

    Andrew Haley     ahaley@gpfm.com, kbarone@gpfm.com 

    Daniel A Higson     deanna@hcmlawfirm.com, echeney@hcmlawfirm.com;hcmcmecf@gmail.com 

    Jerry Namba (TR)     jnambaepiq@earthlink.net, jnamba@ecf.epiqsystems.com 

    Reed H Olmstead     reed@hurlbettlaw.com, rolmstead.ecf@gmail.com 

    Brian H Tran     btran@mileslegal.com 

    United States Trustee (ND)     ustpregion16.nd.ecf@usdoj.gov 

    William E. Winfield     wwinfield@lrmmt.com, acooper@lrmmt.com 
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TRUSTEE’S MOTION TO SELL INTEREST IN AFFILIATED COMMUNICATIONS, LLC - 1 

HURLBETT & OLMSTEAD 
Robert E. Hurlbett, CA Bar # 149519 
Reed H. Olmstead. CA Bar # 269525 
3324 State Street, Suite O 
Santa Barbara, CA 93105 
Telephone: (805) 963-9111 
Facsimile: (805) 963-2209 
reed@hurlbettlaw.com 
 
Attorneys for Chapter 7 Trustee Jerry Namba 

 

IN THE UNITED STATES BANKRUPTCY COURT 

CENTRAL DISTRICT OF CALIFORNIA 

NORTHERN DIVISION 

In re  

RICHARD KIM STARR, 

Debtor. 

CASE NO. 9:12-bk-10516-RR  
 
CHAPTER 7 
 
TRUSTEE’S MOTION (1) FOR 
AUTHORITY TO SELL ESTATE’S 
RIGHTS, TITLE, AND INTERESTS IN 
AFFILIATED COMMUNICATIONS, LLC 
TO AFFILIATED COMMUNICATIONS, 
LLC; (2) FOR DETERMINATION THAT 
AFFILIATED COMMUNICATIONS, LLC 
IS A GOOD FAITH PURCHASER 
UNDER 11 U.S.C. § 363(m); AND (3) FOR 
WAIVER OF THE FOURTEEN DAY 
PERIOD UNDER BANKRUPTCY RULE 
6004(h); MEMORANDUM OF POINTS 
AND AUTHORITIES; SUPPORTING 
DECLARATION OF JERRY NAMBA  
 
Date:     October 2, 2013 
Time:    10:00 A.M. 
Place:    1415 State Street 
              Santa Barbara, CA 93101 
              Courtroom 201 
Judge:    Hon. Robin L. Riblet 
 
11 U.S.C. §§363(b) and (m); and Local 
Bankruptcy Rules 6004-1 and 9013-1(f) 
 
 

/// 

/// 
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TRUSTEE’S MOTION TO SELL INTEREST IN AFFILIATED COMMUNICATIONS, LLC - 2 

 TO THE HONORABLE ROBIN RIBLET, UNITED STATES BANKRUPTCY JUDGE: 

 Jerry Namba, chapter 7 trustee for the bankruptcy estate of Richard Kim Starr, hereby 

moves the Court (1) for authority to sell estate’s rights, title, and interests in Affiliated 

Communications, LLC to Affiliated Communications, LLC; (2) for determination that Affiliated 

Communications, LLC is a good faith purchaser under 11 U.S.C. § 363(m); and (3) for a waiver of 

the fourteen (14) day period under Bankruptcy Rule 6004(h) (“Motion”).   

 The requested relief is based on this Motion, the Memorandum of Points and Authorities, 

supporting declarations, and the papers and pleadings on file in connection with this matter. 

 

Dated: August 22, 2013    Hurlbett & Olmstead 
 
        /s/ Reed H. Olmstead    
      Reed H. Olmstead, Attorneys for Chapter 7  

Trustee Jerry Namba 
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TRUSTEE’S MOTION TO SELL INTEREST IN AFFILIATED COMMUNICATIONS, LLC - 3 

MEMORANDUM OF POINTS AND AUTHORITIES 

I. INTRODUCTION. 

Jerry Namba, chapter 7 trustee for the captioned bankruptcy estate, seeks authority to sell 

the estate’s rights, title, and interest in Affiliated Communications, LLC to Affiliated 

Communications, LLC pursuant to 11 U.S.C. §363(b) on the terms and conditions set forth in the 

Asset Purchase and Claim Compromise Agreement (“Agreement”), appended hereto as Exhibit A, 

and described below.  The sale will be on an “as is” and “where is” basis without any representations 

or warranties whatsoever and subject to Bankruptcy Court approval.  The Trustee also requests that 

the Court find that Affiliated Communications, LLC is a good faith purchaser within the meaning of 

11 U.S.C. §363(m) and for waiver of the fourteen (14) day period under Bankruptcy Rule 6004(h). 

The Trustee believes that the proposed sale is in the best interest of the bankruptcy estate 

and should be approved because consideration for the sale is reasonable and the bankruptcy estate 

will benefit as a result of the sale. 

II. PARTIES TO THE SALE. 

 1. Jerry Namba is the duly appointed, qualified, and acting chapter 7 trustee of the 

captioned estate and is the proposed seller (“Trustee” or “Seller”). 

 2. Affiliated Communications, LLC is a Delaware limited liability company and is the 

proposed buyer (“Affiliated” or “Buyer”).  Affiliated asserts a general unsecured claim in this case in 

the amount of $44,079.00, as claim number 8 (“Affiliated Claim”). 

 3. Richard Kim Starr (“Debtor”) is the debtor in this matter and owns a 50% interest in 

Affiliated.  Debtor is also the Chief Operating Officer/President of Affiliated and has a vested 

interest in the continued operations of Affiliated. 

 4. Monte Widders (“Widders”) owns the other 50% interest in Affiliated and has a 

vested interest in the continued operations of Affiliated. 

 5. Widders is a partner with the law firm Myers, Widders, Gibson, Jones & Feingold, 

LLP (“MWGJF”), a creditor in the case.  MWGJF asserts a general unsecured claim in this case in 

the amount of $6,000.00, as claim number 9 (“MWGJF Claim”). 
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TRUSTEE’S MOTION TO SELL INTEREST IN AFFILIATED COMMUNICATIONS, LLC - 4 

 6. RES-GA Little Bear, LLC (“Little Bear”) is the major creditor in this case.  Little 

Bear asserts a general unsecured claim in the amount of $993,427.02, as amended claim 7 (“Little 

Bear Claim”).   

 7. Excluding the claims above, other claims in this case total $30,594.73, all of which 

are general unsecured.  A copy of the Claims Register is appended hereto as Exhibit B.1 

III. STATEMENT OF FACTS. 

8. This case was commenced by the filing of a voluntary petition for relief under 

chapter 7 of the Bankruptcy Code on February 7, 2012. The Trustee is the duly appointed chapter 7 

trustee. 

9. Among the potential assets of this bankruptcy estate currently known to the Trustee 

is the estate’s 50% interest in Affiliated (“Asset”).  Affiliated provides virtual secretary and telephone 

support for small businesses and employs approximately 70 people.  On the Debtor’s Schedule B, he 

valued the estate’s interest in the Asset as “Unknown.”  A list of Affiliated’s major tangible assets, 

their liquidation value, and an estimate of Affiliated’s total debt is appended hereto as Exhibit C. 

10. Upon conducting a preliminary analysis, the Trustee determined that liquidation of 

the Asset as a going concern will procedure sufficient equity to the estate’s creditors.   

11. The Debtor has expressed his intention to resign his position as Chief Operating 

Officer/President and terminate his employment with Affiliated if the Asset is sold to an outside 

party. 

12. In May 2011, Affiliated converted from a California corporation to a Delaware LLC.  

The Trustee believes that this change in structure may be avoidable as a fraudulent transfer. 

13. Previously, the Trustee had entered into an agreement, subject to Court approval, to 

sell the Asset (among other estate property) and the estate’s interest in any avoidance and recovery 

actions regarding the Asset to Little Bear (“Little Bear Sale”).  Under that agreement, Little Bear 

                                                           

 

1 The Claims Register erroneously indicates that Little Bear asserts two claims (numbers 7 and 11), both in the 
amount of $1,288,268.67.  Claim 11 on the Register is actually an amendment to Claim 7, which reduced Little 
Bear’s claim to $993,427.02. 
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TRUSTEE’S MOTION TO SELL INTEREST IN AFFILIATED COMMUNICATIONS, LLC - 5 

would have paid to the estate 25% of any net recovery, after costs and expenses, with a guaranteed 

initial payment of $10,000. 

14. However, after a series of settlement discussions involving all of the parties to the 

Agreement, the Trustee and Little Bear terminated the Little Bear Sale and the Trustee withdrew his 

motion for Court approval. 

15. The Trustee now seeks to sell the Asset to Affiliated for an initial payment of 

$200,000 (“Initial Payment”) and the payment of $400,000 (“Residual Sum”) over five years, 

pursuant to the terms and conditions of the Agreement.  Additionally, Affiliated and MWGJF will 

waive their respective claims.     

IV. OVERVIEW OF SALE. 

A. Consideration 

The Initial Sum will be paid immediately and the Residual Sum will be memorialized by a 

secured promissory note over a 5 year period (“Note”).  The Note is subject to the following 

prepayment incentive: (1) 30% discount of the Residual Sum ($280,000) if paid before the end of 

year 1; (2) 20% discount of the Residual Sum ($320,000) if paid before the end of year 2; and (3) 

10% discount of the Residual Sum ($360,000) if paid before the end of year 3.  Additionally, 

Affiliated and MWGJF will waive their claims filed in this case.   

B. Assignment of Note to Little Bear 

Little Bear, whose claim exceeds 97% of the remaining claims in the case, has agreed to 

accept assignment of the Note as a partial payment of its pro rata share of the sale proceeds and 

accept all costs and risks associated with collection (“Assignment”).  The present value of the note is 

calculated to be $280,258, based on a discounted rate of 15% per year on payments over 5 years 

without interest.  The parties have stipulated that this discount rate is reasonable given the risks of 

non-payment and considering the prepayment incentive schedule. 

The Assignment will allow the Trustee to conclude administration of this case much sooner 

than if the estate were to be responsible for collection of the Residual Sum.  Payments to creditors 

derived from the proceeds of this sale will be calculated based on the remaining cash after satisfying 

claims of a higher priority and the $280,258 discounted value of the Note. 
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TRUSTEE’S MOTION TO SELL INTEREST IN AFFILIATED COMMUNICATIONS, LLC - 6 

For example, if a total of $160,000 cash plus the Note are available to distribute to general 

unsecured creditors (and assuming that all filed claims are allowed) the proposed distribution would 

be as follows: 
 

Claim # Creditor Claim % of Claims Distribution of sale proceeds 

1 American Express Centurion Bank $1,715.30 0.17% $748.44 

2 American Express Bank, FSB $3,969.43 0.39% $1,717.01 

3 American Express Bank, FSB $19,237.57 1.88% $8,276.85 

4 FIA Card Services, N.A. $610.62 0.06% $264.15 

5 FIA Card Services, N.A. $2,189.13 0.21% $924.54 

6 FIA Card Services, N.A. $2,220.24 0.22% $968.57 

7 Little Bear $993,427.02 97.01% $427,094.29 ($146,836.29 cash plus 
assignment of Note valued at 
$280,258.00) 

8 Affiliated waived 0.00% $0.00 

9 Widders waived 0.00% $0.00 

10 GE Capital Retail Bank $652.44 0.06% 264.15 

Totals  $1,024,020.75 100.00% $440,258.00 

 The above chart is for illustrative purposes only.   

V. PERTINENT TERMS OF SALE. 

 The pertinent, but not exhaustive, terms of the Agreement are detailed as follows: 

A. Obligations of Buyer. 

Within five business days after the effective date of the Agreement, Buyer shall make the 

Initial Payment.  The Residual Sum will be paid under the terms and conditions of a secured note, 

appended to the Agreement as Exhibit 1.  The Note requires equal monthly payments of $6,666.67 

for five years.  However, the Note is subject to a prepayment incentive as follows: (i) 30% discount 

of the Residual Sum if paid before the end of year 1; (ii) 20% discount of the Residual Sum if paid 

before the end of year 2; and (iii) 10% discount of the Residual Sum if paid before the end of year 3.   

As security for the Note, Buyer shall concurrently execute a Security Agreement in the form 

attached to the Agreement as Exhibit 2. 

As further consideration, Buyer will waive the Affiliated Claim. 

B. Obligations of Seller. 

Seller will sell to the Buyer on an “as is” and “where is” basis and without any 

representations and/or warranties whatsoever, all of the estate’s rights, title, and interest in the 
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TRUSTEE’S MOTION TO SELL INTEREST IN AFFILIATED COMMUNICATIONS, LLC - 7 

Asset.  The Trustee shall issue a bill of sale for the Asset in the form attached as Exhibit 3 to the 

Agreement. 

The Seller shall administer the sales proceeds as assets of the bankruptcy estate and 

distribute them as required under the Bankruptcy Code.  Based on the known claims as of the date 

of the Agreement, distribution will be made as follows: 

1.  First, to administrative expenses under 11 U.S.C. § 503, provided, however that for 

purposes of calculating the Trustee's reasonable compensation pursuant to 11 U.S.C. § 326, the 

Trustee stipulates that his compensation shall be based on $350,000, consisting of the initial 

payment of $200,000 and only $150,000 of the net present value of the Residual Sum due under the 

five-year Note. In reaching the monetary terms of this Agreement, the parties have anticipated that 

administrative expenses will be less than $45,000. In the event that claimed administrative expenses 

exceed that sum, any party may object and seek appropriate relief, including without limitation, 

objecting to claimed administrative expenses (with the exception of the trustee's fees and 

reimbursement of trustee's attorney's fees already contemplated for hereunder), the acquisition price 

or distribution percentages.    

2. Second, on a pro rata basis to the unsecured creditors in accordance with the amount 

of their allowed, duly filed claims as reflected on the Claims Register, the percentages of which are 

reflected on Exhibit 4 of the Agreement; provided, however that: 

 a. No distribution shall be made on the Affiliated Claim, that claim having been 

waived as set forth below in the Agreement; 

 b. No distribution shall be made on the MWGJF Claim, that claim having been 

waived as set forth below in this Agreement; 

 c. The pro rata distribution to Little Bear will consist of part cash with the 

remainder consisting of an assignment of the Note. 

 d. The pro rata distribution to the remaining unsecured creditors on the Claims 

Register (i.e., other than Little Bear, Affiliated and MWGJF) shall be based on the sum of $480,258 

(less administrative expenses), consisting of the $200,000 Initial Payment and $280,258 net present 

value of the $400,000 Note (based on a discount rate of 15% per annum on payments over five 
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TRUSTEE’S MOTION TO SELL INTEREST IN AFFILIATED COMMUNICATIONS, LLC - 8 

years without interest), it being understood that the pro rata distribution related to the $280,258 net 

present value of the Note will be made out of the $200,000 Initial Payment being made into the 

estate. The parties stipulate that a discount rate of 15% per annum is reasonable for purposes of the 

net present value calculation given the risks of non-payment. 

 3. Upon payment of the amounts described above, the Trustee shall deliver to 

Little Bear the Assignment, in the form attached as Exhibit 5 to the Agreement, with all costs and 

risks associated with collection thereafter assumed by Little Bear. 

C. Obligations of Debtor. 

Debtor consents to the sale of the Asset and agrees to: (1) execute and deliver all such 

documents and instruments as may be necessary and appropriate to effectuate the terms of this sale; 

and (2) provide any additional documentation or assistance in order to facilitate Court approval. 

Debtor, personally and as Chief Operating Officer/President of Affiliated, agrees not to 

interfere in any way in the obligations under the Note, including, without limitation, by paying a 

salary, bonuses, advances, benefits, personal expenses or any other compensation to himself (or 

collectively to himself and any other family member) in excess of the amount that Debtor earned in 

2012, to the extent that such payments prevent Affiliated from meeting its obligations under the 

Note. Further, in the event of a default under the Note, Debtor agrees to limit his yearly 

compensation from Affiliated to that earned in 2012 and agrees that he will not receive any other 

distributions from Affiliated, directly or indirectly (i.e., no bonuses, advances or payments of 

personal expenses through the company). 

Debtor, as Chief Operating Officer/President of Affiliated, shall execute a Stipulation for 

Entry of Judgment ("Stipulation") in the form attached as Exhibit 6 to the Agreement in the 

pending state court action known as RES-GA Little Bear, LLC v. Richard K. Starr, Ventura County 

Superior Court Case No. 56-2011-00394117-CU-BC-VTA ("Action"). Little Bear may have the 

judgment entered but shall refrain from levying upon the Judgment so long as there is no default on 

the Note that remains uncured. 

/// 

/// 

Case 9:12-bk-10516-RR    Doc 100    Filed 08/30/13    Entered 08/30/13 14:41:37    Desc
 Main Document      Page 12 of 59



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

 

TRUSTEE’S MOTION TO SELL INTEREST IN AFFILIATED COMMUNICATIONS, LLC - 9 

D.  Obligations of Little Bear. 

Little Bear agrees that the unsecured creditors as specified in the Agreement shall be paid 

their pro rata distributions in full and in advance of Little Bear.  Upon payment of its pro rata 

portion of the remaining cash proceeds of the Initial Payment, Little Bear agrees to accept the 

Assignment as its remaining pro rata distribution.  Upon payment in full of the Initial Payment and 

the Note pursuant to the terms of this Agreement, Little Bear will execute and deliver to Debtor a 

Full Acknowledgment of Satisfaction of Judgment. 

E.  Obligations of MWGJF.   

MWGJF waives its claim against the bankruptcy estate. 

F.  Obligations of Widders. 

Widders consents to the sale of the Asset to Buyer and Widders agrees to: (1) execute and 

deliver all such documents and instruments as may be necessary and appropriate to effectuate the 

terms of this sale; and (2) provide any additional documentation or assistance in order to facilitate 

Court approval. 

Widders, personally and as a member of Affiliated, agrees not to interfere in any way in the 

obligations under the Note, including, without limitation, by paying a salary, bonuses, advances, 

benefits, personal expenses or any other compensation to himself (or collectively to himself and any 

other family member) in excess of the amount that Widders earned in 2012, to the extent that such 

payments prevent Affiliated from meeting its obligations under the Note. Further, in the event of a 

default under the Note, Widders agrees to limit his yearly compensation from Affiliated to that 

earned in 2012 and agrees that he will not receive any other distributions from Affiliated, directly or 

indirectly (i.e., no bonuses, advances or payments of personal expenses through the company). 

VI. ARGUMENT. 

 A. The Court should authorize the Trustee to Sell the Asset because it is in the 

Best Interest of the Estate.  

 11 U.S.C. §363(b)(1) provides that the Trustee, “after notice and a hearing, may use, sell, or 

lease, other than in the ordinary course of business, property of the estate.” 
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TRUSTEE’S MOTION TO SELL INTEREST IN AFFILIATED COMMUNICATIONS, LLC - 10 

 In determining whether any sale of assets out of the ordinary course of business should be 

approved, bankruptcy courts usually consider the following factors: 1) Whether a sufficient business 

reason exists for the sale; and 2) Whether the proposed sale is in the best interest of the estate, 

which in turn consists of the following factors: 

  A. That terms of the sale are fair and reasonable; 

  B. That the proposed sale has been adequately marketed; 

  C. That the proposed sale terms have been properly negotiated and proposed in 

good faith; and 

  D. That the purchaser is involved in an “arms-length” transaction with the 

seller. 

See generally In re Wilde Horse Enterprises, Inc., 136 B.R. 830 (Bankr. C.D. Cal. 1991) (“in approving any 

sale outside the ordinary course of business, the court must not only articulate a sufficient business 

reason for the sale, it must further find it is in the best interest of the estate, i.e., it is fair and 

reasonable, that it has been given adequate marketing, that it has been negotiated and proposed in 

good faith, and that it is an ‘arms-length’ transaction”); Matter of Phoenix Steel Corp., 82 B.R. 334, 335-

356 (Bankr. D. Del. 1987) (In determining whether a proposed sale of equipment was proper under 

Section 363, court considered whether the terms of proposed sale were fair and equitable, whether 

there was a good business reason for completing the sale and whether the transaction was proposed 

in good faith). 

 Here, the Trustee has satisfied all of the applicable elements discussed, above, concerning 

the proposed sale of the Asset and has good and sound reasons for the sale. The Agreement 

represents a good faith settlement of hotly contested issues between the parties.   

 The Trustee believes that the proposed terms of the Agreement are fair, reasonable and in 

the best interest of the bankruptcy estate and should be approved. The Agreement was negotiated 

over multiple meetings with the various parties to the Agreement, brings a significant and 

determined dollar figure to the estate, and allows the Trustee to quickly finalize administration of the 

estate.  The Little Bear Sale is the only known feasible alternative to the proposed sale.  It would 
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have guaranteed only $10,000 to the estate; any additional benefit would be dependent on Little 

Bear’s success in prosecuting avoidance and turnover actions.       

 Because the terms of the Agreement are unique and specific to the parties, the Trustee does 

not currently propose an overbid procedure.  However, the Trustee will consider and report to the 

Court any competing offers received prior to a hearing on this Motion. 

 Based on the foregoing, the Trustee believes in his business judgment that the proposed sale 

terms are fair, reasonable, in the best interest of the estate, and should be approved. 

 B. The Court Should Find that the Buyer is a Good Faith Purchaser within the 

Meaning of 11 U.S.C. §363(m). 

 11 U.S.C. §363(m) authorizes the Court to make a finding that a buyer is a good faith 

purchaser. Although the Bankruptcy Code does not define “good faith,” courts have provided 

guidance as to the appropriate factors to consider. See In re Pine Coast Enterprise, Ltd., 147 B.R. 30, 33 

(Bankr. N.D. Ill. 1992) (“The requirement that a purchaser act in good faith speaks to the integrity 

of its conduct in the course of the sale proceeding”); Kham and Nate’s Shoes No. 2 v. First Bank, 908 

F.2d 1351, 1355 (7th Cir. 1990) (“The purpose of §363(m) is to disable courts from backtracking on 

promises with respect to bankruptcy sales in the absence of bad faith”). In re M. Capital Corp., 290 

B.R. 743 (9th Cir. 2003) holds that a bankruptcy court may not make a finding of good faith in the 

absence of evidence, but may make such a finding if appropriate evidence is presented. 

 In this case, the Trustee requests that the Court make a finding that the Buyer is a good faith 

purchaser under section 363(m). Although the Buyer is an insider of the Debtor, the terms of the 

sale were determined at arm’s length, after lengthy negotiation, and the proposed consideration is 

fair. The Agreement was negotiated as a higher and better offer to the Little Bear Sale.  Accordingly, 

a finding of good faith within the meaning of section 363(m) is appropriate. 

 C. The Court should waive the Fourteen day Stay prescribed by Federal Rule of 

Bankruptcy Procedure 6004(h). 

 Under Federal Rule of Bankruptcy Procedure 6004(h), an order authorizing the use, sale, or 

lease of property, other than cash collateral, is stayed until expiration of 14 days after entry of the 

order, unless the Court orders otherwise.  In this case, in the absence of any opposition, the Trustee 
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TRUSTEE’S MOTION TO SELL INTEREST IN AFFILIATED COMMUNICATIONS, LLC - 12 

believes there is cause to waive the 14 day stay since the waiver will expedite the consummation of 

the sale. 

IV. CONCLUSION. 

 The Trustee respectfully requests that the Court enter an order: (1) granting the Motion; (2) 

authorizing the sale of the estate’s interests in the Asset to the Buyer as set forth, above, pursuant to 

11 U.S.C. §363(b); (3) authorizing the Trustee to enter into the Agreement with the Buyer; (4) 

authorizing the Trustee to execute any documents and/or take further action to consummate the 

Agreement; (5) finding that the Buyer is a good faith purchaser of the Asset within the meaning of 

11 U.S.C. §363(m); (6) waiving the fourteen (14) day period under Bankruptcy Rule 6004(h); (7) 

approving the form and manner of notice provided by the Trustee; and (8) granting all other 

appropriate relief. 

 

Dated: August 22, 2013   Hurlbett & Olmstead 
 
        /s/ Reed H. Olmstead    
      Reed H. Olmstead, Attorneys for Chapter 7  

Trustee Jerry Namba 
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DECLARATION OF JERRY NAMBA 

 I, Jerry Namba, hereby declare as follows: 

 1. I am the duly appointed qualified and acting chapter 7 trustee for the bankruptcy 

estate of Richard Kim Starr. 

 2. I have personal knowledge of the matters discussed herein below, and if called as a 

witness, I could and would competently testify thereto. 

3. I seek authority to sell the estate’s rights, title, and interest in Affiliated 

Communications, LLC to Buyer on the terms and conditions set forth in the Asset Purchase and 

Claim Compromise Agreement, a true and correct copy of which is appended hereto as Exhibit A. 

4. The sale will be on an “as is” and “where is” basis without any representations or 

warranties whatsoever and subject to Bankruptcy Court approval.   

5. I believe that the proposed sale is in the best interest of the bankruptcy estate and 

should be approved because consideration for the sale is reasonable and the bankruptcy estate will 

benefit as a result of the sale. 

 6. Affiliated is a Delaware limited liability company and is the proposed buyer.  

Affiliated filed a general unsecured claim in this case in the amount of $44,079.00, as claim number 

8. 

 7. The Debtor owns a 50% interest in Affiliated and is the Chief Operating 

Officer/President of Affiliated.   

 8. Widders owns the other 50% interest in Affiliated.   

 9. MWGJF filed a general unsecured claim in this case in the amount of $6,000.00, as 

claim number 9. 

 10. Little Bear is the major creditor in this case and filed a general unsecured claim in the 

amount of $993,427.02, as amended claim 7.   

 11. Excluding the claims above, other claims in this case total $30,594.73, all of which 

are general unsecured.  A true and correct copy of the Claims Register is appended hereto as 

Exhibit B. 
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TRUSTEE’S MOTION TO SELL INTEREST IN AFFILIATED COMMUNICATIONS, LLC - 14 

12. Among the potential assets of this bankruptcy estate is the estate’s 50% interest in 

Affiliated.   

13. Based on my investigation and on the information provided by the parties to the 

agreement, I am informed and believe that Affiliated provides virtual secretary and telephone 

support for small businesses and employs approximately 70 people.   

14. On the Debtor’s Schedule B, he valued the estate’s interest in the Asset as 

“Unknown.”  To the best of my knowledge, Exhibit C consists of a true and correct list of 

Affiliated’s major tangible assets, their liquidation value, and an estimate of Affiliated’s total debt. 

15. Upon conducting a preliminary analysis, I determined that liquidation of the Asset as 

a going concern will procedure sufficient equity to the estate’s creditors.   

16. In previous filings in this case, the Debtor has expressed his intention to resign his 

position as Chief Operating Officer/President and terminate his employment with Affiliated if the 

Asset is sold to an outside party. 

17. I am informed and believe that in May 2011, Affiliated converted from a California 

corporation to a Delaware LLC.  I believe that this change in structure may be avoidable as a 

fraudulent transfer. 

18. Previously, I had entered into an agreement, subject to Court approval, to sell the 

Asset (among other estate property) and the estate’s interest in any avoidance and recovery actions 

regarding the Asset to Little Bear.  Under that agreement, Little Bear would have paid to the estate 

25% of any net recovery, after costs and expenses, with a guaranteed initial payment of $10,000. 

19. However, after a series of settlement discussions involving all of the parties to the 

Agreement, Little Bear and I terminated the Little Bear Sale and I withdrew my motion for Court 

approval. 

20. I now seek to sell the Asset to Affiliated for the Initial Payment of $200,000 and the 

Residual Sum of $400,000, to be paid over five years, pursuant to the terms and conditions of the 

Agreement.  Additionally, the Affiliated and MWGJF will waive their respective claims. 

21. The Initial Sum will be paid immediately and the Residual Sum will be memorialized 

by a secured promissory note over a 5 year period.  The Note is subject to the following prepayment 
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TRUSTEE’S MOTION TO SELL INTEREST IN AFFILIATED COMMUNICATIONS, LLC - 15 

incentive: (1) 30% discount of the Residual Sum ($280,000) if paid before the end of year 1; (2) 20% 

discount of the Residual Sum ($320,000) if paid before the end of year 2; and (3) 10% discount of 

the Residual Sum ($360,000) if paid before the end of year 3.  Additionally, Affiliated and MWGJF 

will waive their claims filed in this case.   

22. Little Bear, whose claim exceeds 97% of the remaining claims in the case, has agreed 

to accept assignment of the Note as a partial payment of its pro rata share of the sale proceeds and 

accept any and all costs and risks associated with collection.  The present value of the note is 

calculated to be $280,258, based on a discounted rate of 15% per year on payments over 5 years 

without interest.  The parties have stipulated that this discount rate is reasonable given the risks of 

non-payment and considering the prepayment incentive schedule. 

23. The Assignment will allow me to conclude administration of this case much sooner 

than if the estate were to be responsible for collection of the Residual Sum.  Payments to creditors 

derived from the proceeds of this sale will be calculated based on the remaining cash after satisfying 

claims of a higher priority and the $280,258 discounted value of the Note. 

24. For example, if a total of $160,000 cash plus the Note proceeds are available to 

distribute to general unsecured creditors (and assuming that all filed claims are allowed) the 

proposed distribution would be as follows: 
 

Claim # Creditor Claim % of Claims Distribution of sale proceeds 

1 American Express Centurion Bank $1,715.30 0.17% $748.44 

2 American Express Bank, FSB $3,969.43 0.39% $1,717.01 

3 American Express Bank, FSB $19,237.57 1.88% $8,276.85 

4 FIA Card Services, N.A. $610.62 0.06% $264.15 

5 FIA Card Services, N.A. $2,189.13 0.21% $924.54 

6 FIA Card Services, N.A. $2,220.24 0.22% $968.57 

7 Little Bear $993,427.02 97.01% $427,094.29 ($146,836.29 cash plus 
assignment of Note valued at 
$280,258.00) 

8 Affiliated waived 0.00% $0.00 

9 Widders waived 0.00% $0.00 

10 GE Capital Retail Bank $652.44 0.06% 264.15 

Totals  $1,024,020.75 100.00% $440,258.00 

 25. Section V. “Pertinent Terms of Sale,” of the Memorandum of Point and Authorities 

in support of the Motion, is a true and correct description of the pertinent, but not exhaustive, terms 

of the Agreement. 
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9:12-bk-10516-RR Richard Kim Starr

Judge: Robin Riblet Chapter: 7

Office: Santa Barbara      Last Date to file claims: 01/18/2013

Trustee: Jerry Namba (TR) Last Date to file (Govt): 08/06/2012

Creditor:          (32818050)  
American Express Centurion Bank
c o Becket and Lee LLP
POB 3001
Malvern, PA 19355-0701          

Claim No: 1
Original Filed
Date: 10/22/2012
Original Entered
Date: 10/22/2012

Status:
Filed by: CR
Entered by: Thomas A. Lee 1, III
Modified:

 Amount claimed: $1715.30         

History:
Details 1-1 10/22/2012 Claim #1 filed by American Express Centurion Bank, Amount claimed: $1715.30 (Lee 1,

Thomas )

Description: (1-1) CREDIT CARD DEBT
Remarks:

Creditor:          (32818051)  
American Express Bank, FSB
c o Becket and Lee LLP
POB 3001
Malvern, PA 19355-0701          

Claim No: 2
Original Filed
Date: 10/22/2012
Original Entered
Date: 10/22/2012

Status:
Filed by: CR
Entered by: Thomas A. Lee 1, III
Modified:

 Amount claimed: $3969.43         

History:
Details 2-1 10/22/2012 Claim #2 filed by American Express Bank, FSB, Amount claimed: $3969.43 (Lee 1,

Thomas )

Description: (2-1) CREDIT CARD DEBT
Remarks:

Creditor:          (32818052)  
American Express Bank, FSB
c o Becket and Lee LLP
POB 3001
Malvern, PA 19355-0701          

Claim No: 3
Original Filed
Date: 10/22/2012
Original Entered
Date: 10/22/2012

Status:
Filed by: CR
Entered by: Thomas A. Lee 1, III
Modified:

History:
Details 3-1 10/22/2012 Claim #3 filed by American Express Bank, FSB, Amount claimed: $19237.57 (Lee 1,

Thomas )

Description: (3-1) CREDIT CARD DEBT
Remarks:
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History:
Details 3-1 10/22/2012 Claim #3 filed by American Express Bank, FSB, Amount claimed: $19237.57 (Lee 1,

Thomas )

Description: (3-1) CREDIT CARD DEBT
Remarks:

 Amount claimed: $19237.57         

Creditor:          (32905100)  
FIA CARD SERVICES, N.A.
4161 Piedmont Parkway
NC4 105 03 14
Greensboro, NC 27410          

Claim No: 4
Original Filed
Date: 11/05/2012
Original Entered
Date: 11/05/2012

Status:
Filed by: CR
Entered by: Erica Davis
Modified:

 Amount claimed: $610.62         
 Secured claimed: $0.00         
 Priority claimed: $0.00         

History:
Details 4-1 11/05/2012 Claim #4 filed by FIA CARD SERVICES, N.A., Amount claimed: $610.62 (Davis, Erica )

Description:
Remarks:

Creditor:          (32905100)  
FIA CARD SERVICES, N.A.
4161 Piedmont Parkway
NC4 105 03 14
Greensboro, NC 27410          

Claim No: 5
Original Filed
Date: 11/05/2012
Original Entered
Date: 11/05/2012

Status:
Filed by: CR
Entered by: Erica Davis
Modified:

 Amount claimed: $2189.13         
 Secured claimed: $0.00         
 Priority claimed: $0.00         

History:
Details 5-1 11/05/2012 Claim #5 filed by FIA CARD SERVICES, N.A., Amount claimed: $2189.13 (Davis, Erica )

Description:
Remarks:

Creditor:          (32905100)  
FIA CARD SERVICES, N.A.
4161 Piedmont Parkway
NC4 105 03 14
Greensboro, NC 27410          

Claim No: 6
Original Filed
Date: 11/05/2012
Original Entered
Date: 11/05/2012

Status:
Filed by: CR
Entered by: Debra Wall
Modified:

History:
Details 6-1 11/05/2012 Claim #6 filed by FIA CARD SERVICES, N.A., Amount claimed: $2220.24 (Wall, Debra )

Description:
Remarks:
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History:
Details 6-1 11/05/2012 Claim #6 filed by FIA CARD SERVICES, N.A., Amount claimed: $2220.24 (Wall, Debra )

Description:
Remarks:

 Amount claimed: $2220.24         
 Secured claimed: $0.00         
 Priority claimed: $0.00         

Creditor:          (33221360)  
RES-GA Little Bear, LLC
c/o Andrew J. Haley
Greenwald, Pauly, Foster & Miller, A.P.C
1299 Ocean Avenue, Suite 400
Santa Monica, California 90401-1007          

Claim No: 7
Original Filed
Date: 01/03/2013
Original Entered
Date: 01/03/2013

Status:
Filed by: CR
Entered by: Andrew Haley
Modified:

 Amount claimed: $1288268.67         

History:
Details 7-1 01/03/2013 Claim #7 filed by RES-GA Little Bear, LLC, Amount claimed: $1288268.67 (Haley,

Andrew )

Description:
Remarks:

Creditor:          (31247581)  
Affiliated Communications
2437 Grand Avenue
Ventura, CA 93003          

Claim No: 8
Original Filed
Date: 01/15/2013
Original Entered
Date: 01/15/2013

Status:
Filed by: CR
Entered by: Daniel A Higson
Modified:

 Amount claimed: $44079.00         

History:
Details 8-1 01/15/2013 Claim #8 filed by Affiliated Communications, Amount claimed: $44079.00 (Higson,

Daniel )

Description: (8-1) Loans
Remarks:

Creditor:          (33266305)  
Myers Widders Gibson & Jones LLP
c/o Law Offices of Daniel A Higson
1835 Knoll Drive
Ventura CA 93003          

Claim No: 9
Original Filed
Date: 01/15/2013
Original Entered
Date: 01/15/2013

Status:
Filed by: CR
Entered by: Daniel A Higson
Modified:

 Amount claimed: $6000.00         

History:
Details 9-1 01/15/2013 Claim #9 filed by Myers Widders Gibson & Jones LLP, Amount claimed: $6000.00

(Higson, Daniel )

Description: (9-1) legal fees
Remarks:
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Creditor:          (33736833)  
Portfolio Investments II LLC
c/o Recovery Management Systems
Corporat
25 SE 2nd Avenue Suite 1120
Miami, FL 33131-1605          Claimant
History

Claim No: 10
Original Filed
Date: 01/18/2013
Original Entered
Date: 01/18/2013

Status: Transferred 79
Filed by: CR
Entered by: Ramesh Singh
Modified:

 Amount claimed: $652.44         

History:
Details 10-1 01/18/2013 Claim #10 filed by GE Capital Retail Bank, Amount claimed: $652.44 (Singh, Ramesh )

79 04/18/2013 Transfer of Claim Transfer Agreement 3001 (e) 2 Transferor: GE Capital Retail Bank
(Claim No. 10) To Portfolio Investments II LLC To Portfolio Investments II LLCc/o
Recovery Management Systems Corporation25 SE 2nd Avenue Suite 1120Miami, FL
33131-1605 Filed by Creditor Courtesy NEF. (Singh, Ramesh) Status: Transferred

Description:
Remarks:

Creditor:          (33221360)  
RES-GA Little Bear, LLC
c/o Andrew J. Haley
Greenwald, Pauly, Foster & Miller, A.P.C
1299 Ocean Avenue, Suite 400
Santa Monica, California 90401-1007          

Claim No: 11
Original Filed
Date: 07/18/2013
Original Entered
Date: 07/18/2013

Status:
Filed by: CR
Entered by: Andrew Haley
Modified:

 Amount claimed: $1288268.67         

History:
Details 11-1 07/18/2013 Claim #11 filed by RES-GA Little Bear, LLC, Amount claimed: $1288268.67 (Haley,

Andrew )

Description:
Remarks:

Claims Register Summary

Case Name: Richard Kim Starr
Case Number: 9:12-bk-10516-RR

Chapter: 7
Date Filed: 02/07/2012

Total Number Of Claims: 11

Total Amount Claimed*  $2657211.07  

Total Amount Allowed*   

*Includes general unsecured claims

The values are reflective of the data entered. Always refer to claim documents for actual amounts.

Claimed Allowed
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Secured $0.00   

Priority $0.00   

Administrative   

PACER Service Center

Transaction Receipt

08/23/2013 13:32:12

PACER
Login:

rh0137
Client
Code:

Description:
Claims
Register

Search
Criteria:

9:12-bk-10516-RR Filed or
Entered From: 1/1/2012 Filed or
Entered To: 12/31/2013

Billable
Pages:

1 Cost: 0.10
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In re Richard Kim Starr 
9:12-bk-10516-RR 
 
Affiliated Communications, LLC major tangible assets and estimated liquidation value: 
 
1. Checking and savings accountings   $47,000 
2. 60 desktop computers     $12,000 
3. Call Center computer server    $50,000 
4. Furniture (including chairs, tables, and partitions) $5,000 
5. Monthly account receivables    $28,000 
6. Monte Widders “Note Receivable”   $294,472 
        $436,472 
 
Affiliated Communications, LLC total estimated debt:  $935,000 
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