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UNITED STATES BANKRUPTCY COURT 
EASTERN DISTRICT OF NEW YORK  
--------------------------------------------------------x 
 
In re:  
  Chapter 11 
AGRIPROCESSORS, INC.,     Case No.  08-47472 (CEC) 
 
   Debtor.    
 
--------------------------------------------------------x 
 

DECLARATION OF JOSEPH E. SARACHEK IN SUPPORT 

OF MOTION FOR AN ORDER PURSUANT TO 

SECTIONS 105(a), 361, 363, 364(c) AND (d) OF THE 

BANKRUPTCY CODE AND FED. R. BANKR. P. 2002, 

4001 AND 9014 AUTHORIZING TRUSTEE TO 

(A) USE CASH COLLATERAL AND (B) OBTAIN 

EMERGENCY POST-PETITION FINANCING 

FROM FIRST BANK BUSINESS CAPITAL, INC.,  

f/k/a FB COMMERICAL FINANCE, INC. 

 

  

I, Joseph E. Sarachek, pursuant to 28 U.S.C. § 1746, hereby declare that 

the following is true to the best of my knowledge, information and belief: 

1. I am the Chapter 11 trustee (the “Trustee”) of the Agriprocessors, 

Inc.  I am  personally familiar with the matters set forth herein, and make this declaration 

in my capacity as Trustee in support of the Motion (the “Motion”) for Entry of an Order  

Pursuant to Sections 105(a), 361, 363, 364(c) and (d) of the Bankruptcy Code and Fed. R. 

Bankr. P. 2002, 4001 and 9014 Authorizing Trustee to (A) Use Cash Collateral and (B) 

Obtain Emergency Post-Petition Financing from First Bank Business Capital, Inc., f/k/a 

FB Commercial Finance, Inc.  

2. Upon my appointment as Chapter 11 trustee on November 20, 

2008, I was immediately confronted with an estate in financial extremis.  The Debtor’s 

processing plant located in Postville, Iowa had been shut down for approximately one 
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week prior to my appointment.  Certain of the Debtor’s principals face criminal charges 

by the Iowa Attorney General’s office, including 9,311 criminal counts resulting from 

violations of Iowa’s child labor laws.  Finally, on November 21, 2008, an indictment was 

filed in the United States District Court for the Northern District of Iowa against the 

Debtor (and other individuals) alleging 12 counts of violations of Titles 8 and 18 of the 

United States Code.   

3. I have also been advised by the Bank1 that it was served with a 

notice by the United States Department of Agriculture, Grain Inspection, Packers and 

Stockyards Administration which imposes a statutory trust on funds in a pre-petition bank 

account maintained by the Debtor.  I have not been able to determine the amount of valid 

claims implicated by this statutory trust, but it could be $2 million or more.  As such, I as 

Trustee have no unencumbered funds or credit available to fund the administration of the 

Chapter 11 case.  Without emergency funding under the post-petition financing facility 

from the Bank, as proposed in the Motion, and the use of Cash Collateral, I will be unable 

to fund critical functions attendant to this case. 

4. These critical obligations include processing of the Debtor’s 

inventory of approximately 750,000 chickens and hens, providing a deposit to the Debtor’s 

utility provider and funding the cost to secure appropriate insurance for the Debtor’s real 

and personal property.  As it stands, the Debtor’s operations have now not functioned for 

almost two weeks.  In the event of a complete shutdown, much of the value of the Debtor’s 

assets and many jobs will be lost. 

5. Because of the overlay of the indictment by the federal 

government, I have determined in the exercise of my business judgment that the prospect 

                                                 
1 Terms not defined herein shall have the meanings ascribed to them in the Motion. 

Case 1-08-47472-cec    Doc 97    Filed 12/01/08    Entered 12/01/08 09:31:53    Desc Main
 Document      Page 2 of 4




 

{00072069.1 \ 0681-001} 3

of located any third party that would be willing to extend credit to the Debtor at this 

juncture in the case would be wholly unrealistic.  Without funding under the proposed 

emergency post-petition financing facility, the Debtor’s prospects for a successful 

reorganization will be substantially undermined and the value of its assets will be placed 

in serious jeopardy.  Therefore, the proposed emergency post-petition financing is critical 

to preserve its value of the Debtor’s assets. 

6.  As part of my initial administration of the Debtor’s estate, I and 

two experts in the operation and management kosher meat business, whom I have 

retained in such capacity, traveled to Postville, Iowa and spent three days there 

(November 23rd to November 26th).  The purpose of the trip was to make an initial 

assessment of the status of the operation and identify steps that will need to be taken to 

properly administer the Chapter 11 case.  I and my consultants examined the facility and 

met with the Debtor’s personnel.   

7. I also held meetings with the Mayor of Postville, the Assistant 

United States Attorneys for the Northern District of Iowa, the United States Trustee for 

Region 12, the Iowa Department of Agriculture, the Minnesota Department of 

Agriculture and the Iowa Department of Labor.   

8. Based on my visit and in consultation with my meat industry 

experts, I prepared the budget for the emergency post-petition financing.  I believe that 

the budget represents the actual and necessary expenses of the estate that need to be 

satisfied in order to properly administer the case through December 12th – the funding 

period under the post-petition financing facility.  This is a “stop gap” measure.  I hope to 

be able to negotiate a longer-term financing facility over the coming days and week.     
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9. The proposed emergency post-petition financing was negotiated in 

good faith and at arm’s length.  The terms and conditions of the financing have been the 

subject of considerable negotiations between my proposed bankruptcy counsel (at my 

direction) and Bank’s counsel.  I believe that the terms of the financing are reasonable 

under the circumstances, particularly given the Debtor’s financial condition.     

10. Accordingly, I submit that approval of the proposed emergency 

post-petition financing is necessary, essential and in the best interest of the estate and its 

creditors in that it will provide the estate with the necessary liquidity to (a) preserve and 

maximize the value of the Debtor’s estate for the benefit of its creditors; (b) avoid 

financial harm to the estate, the Debtor’s business and creditors; and (c) enable the 

Trustee to undertake a process by which it can effectively administer the cases. 

11. For the foregoing reasons and those stated in the Motion, I 

respectfully submit that the relief sought in the Motion be granted on an emergency basis.     

  I DECLARE under penalty of perjury under the laws of the United States 

of America that the foregoing is true and correct. 

Executed on:   New York, New York 
  December 1, 2008 

 
 
 ___/s/ Joseph E. Sarachek______________   
  Joseph E. Sarachek 
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