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DISCLOSURE STATEMENT OF 
LEE BRICK & TILE COMPANY 

 
I 

INTRODUCTION 
 
 A. PURPOSE OF DISCLOSURE STATEMENT 
 
 Lee Brick & Tile Company (the “Debtor”) is providing this Disclosure Statement (the 
“Disclosure Statement”) to all of its known creditors as of June 15, 2012, pursuant to Section 
1125 of the Bankruptcy Reform Act of 1978 (Pub. L. 95-958), as amended, 11 U.S.C. Sections 
101 et seq. (the “Code”), in order to permit each such creditor to make an informed judgment in 
exercising his right to vote on the Debtor's Plan of Reorganization dated November 15, 2012 (the 
“Plan”), described below.  The Disclosure Statement is being furnished to all known creditors to 
inform them about the Plan and their rights with respect thereto. 
 
 The purpose of this Disclosure Statement is to provide such information as would enable 
a hypothetical, reasonable investor typical of the Classes being solicited to make an informed 
judgment on the Plan.  The material herein contained is intended solely for that purpose and is 
only for the use of known creditors of the named Debtor.  This Disclosure Statement may not be 
relied upon for any purpose other than to determine how to vote on the Plan. 
 
 B. SOURCE OF INFORMATION 
 
 Except as expressly indicated, the portions of this Disclosure Statement describing the 
Debtor, its business and the Plan have been prepared from information, materials, and reports 
furnished by the Debtor.  No representations concerning the Debtor or the Plan are authorized by 
the Debtor other than as set forth in this Disclosure Statement.  Any representations or 
inducements made by any other person to secure your vote other than those contained herein 
should not be relied upon. 
 
 Great effort has been taken by the Debtor to be accurate in this Disclosure Statement in 
all material respects, but the Debtor is not able to warrant or represent that the information 
contained herein is without inaccuracy.  The Debtor believes, however, that the contents of this 
Disclosure Statement are complete and accurate. 
 
 C. FILING OF REORGANIZATION CASE 
 
 On June 15, 2012, the Debtor, Lee Brick & Tile Company, filed a voluntary petition for 
relief under Chapter 11 of the Bankruptcy Code in the United States Bankruptcy Court for the 
Eastern District of North Carolina as case number 12-04463-8-RDD.  The Debtor is a family-
owned business whose family ownership stretches back multiple generations.  Currently, the 
Debtor has sixteen shareholders. 
 
 Upon the filing of its petition for reorganization, the Debtor became a “debtor-in-
possession” under the Code and has operated its businesses from that time until the present.   
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 D. MANNER OF VOTING ON PLAN 
 
 Each creditor entitled to vote on the Plan may cast his vote for or against the Plan by 
completing, dating and signing the Ballot for Accepting or Rejecting the Plan (the “Ballot”) to be 
mailed to creditors upon approval by the Court of this Disclosure Statement. 
 
 Only those votes that actually accept or reject the Plan will be counted. 
 
 E. CONFIRMATION OF THE PLAN 
 
  1. Solicitation of Acceptances.  The Disclosure Statement is intended to 
assist creditors whose claims are impaired in evaluating the Plan and in determining whether to 
accept or reject the Plan.  Under the Code, acceptance or rejection of the Plan may not be 
solicited unless a copy of the Disclosure Statement after approval by the Court is furnished prior 
to or concurrently with such solicitation. 
 
  2. Creditors Entitled To Vote on Plan.  Only the votes of classes of 
creditors whose claims are impaired by the Plan will be counted in connection with confirmation 
of the Plan.  Generally, and subject to the specific provisions of Section 1124 of the Code, this 
includes any creditor who, under the Plan, will receive less than payment in full in cash of the 
allowed amount of their respective claim on the “Effective Date” as defined in the Plan.  The 
classes of claims that are impaired by the Plan are the Class 4 claim of Capital Bank, Class 5 
claim of Wells Fargo Advisors 9925, Class 6 claim of Wells Fargo Advisors 3517, Class 7 claim 
of BB&T Loan Services, Class 8 claim of First Bank, Class 9 claim of Capital Bank Unsecured 
Deficiency Claim, Class 10 claims of Unsecured Creditors, Class 11 claims of Shareholder 
Interests.  Accordingly, the holders of said impaired Classes are entitled to vote on the Plan. 
 
 The Ballot to be mailed to creditors upon Court approval of this Disclosure Statement is 
not a proof of claim.  The schedules of claims against the Debtor can be inspected at the Court. 
 
 In determining acceptance of the Plan, votes will be counted only if submitted by a 
creditor whose claim is scheduled by the Debtor as undisputed and non-contingent and 
liquidated, or who, prior to Confirmation, has filed with the Court a proof of claim that has not 
been disallowed, disqualified or suspended prior to computation of the vote on the Plan. 
 
  3. Acceptances Necessary To Confirm Plan.  At the confirmation hearing 
to be set for the Plan, the Court must determine, among other things, whether the Plan has been 
accepted by Classes 4 through 11, claimants whose claims or interests are impaired by the Plan.  
An impaired class will be deemed to have accepted the Plan if: (i) at least two-thirds in amount 
and (ii) more than one-half in number of the allowed claims of Class members who have voted 
on the Plan have voted to accept it.  Creditors that have several claims in the same class are 
entitled to only one vote. If there is less than unanimous acceptance of the Plan by any impaired 
Class holders of claims, each non-accepting Class will be deemed to have accepted the Plan only 
if the Court determines that under the Plan members of that Class will receive property of a value 
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(as of the Effective Date) that is not less than the amount such Class members would receive or 
retain if the Debtor was liquidated under Chapter 7 of the Code as of the Effective Date. 
 
 The Court may confirm the Plan, even if the Plan is not accepted by all the impaired 
Classes provided the Court finds that the Plan (1) was accepted by at least one impaired Class 
and (2) does not discriminate unfairly against and is fair and equitable as to all non-accepting 
impaired Classes.  Section 1129, the “cram-down” provision of the Code, provides that unless all 
members of the non-accepting impaired Classes receive the full value of their respective claims 
that no Class with junior liquidation priority may receive anything on account of that Class's pre-
petition claim(s).  The Debtor intends to rely on these “cram-down” provisions, if necessary, in 
seeking confirmation of the Plan. 
 

DEBTOR BELIEVES THAT THE PLAN IS FEASIBLE AND IN THE BEST 
INTEREST OF THE DEBTOR AND EACH CLASS OF CREDITORS. 

 
II 

NATURE OF DEBTOR’S BUSINESS 
 
 Lee Brick & Tile Company is a North Carolina corporation, with its principal office 
located in Sanford, North Carolina.  The Debtor was founded in 1946 and has historically been 
one of the leading brick manufacturers in North Carolina.  The Company has four manufacturing 
facilities in Sanford, which were installed in 1972 (Plant 1), 1982 (Plant 2), 1998 (Plant 3) and 
2006 (Plant 4).  Currently, the Debtor manufactures the majority of its bricks at Plant 3 and Plant 
4.  The Debtor’s real and personal property associated with Plant 4 is encumbered by a lien in 
favor of Capital Bank; however, the real property collateral of the Capital Bank relating to Plant 
4 encompasses only the 37 acres on which the actual Plant 4 manufacturing facility is located.  
The collateral of Capital Bank does not include any of the real property surrounding the actual 
Plant 4 manufacturing facility where the “feedstock” inventory utilized in Plant 4 operations is 
located.  The Debtor’s real and personal property comprising Plant 1, Plant 2 and Plant 3 are 
unencumbered. 
 
 The Debtor’s business operation involves manufacturing bricks.  The Debtor’s fiscal year 
ends on November 30th of each calendar year.  Attached to this Disclosure Statement as Exhibit 
1 and incorporated herein as if fully set forth at length are the Debtor’s compiled Financial 
Statements and Supplementary Information for the years ended November 30, 2011 and 
November 30, 2010. 
  
 Prior to the filing of this Chapter 11 proceeding, the Debtor attempted to restructure its 
obligations to Capital Bank on a long-term basis.  The Debtor was not able to achieve such long-
term restructuring. 
 

III 
OPERATIONS UNDER CHAPTER 11 

 
 During the Chapter 11 case, the Debtor, as debtor-in-possession, has successfully 
continued its regular operations post-petition and has continued to maintain and preserve its real 
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property assets.  The Debtor has operated in accordance with the terms and provisions of the 
cash collateral order entered by the Court on August 23, 2012 (the “Cash Collateral Order”).  
The terms and provisions of the Cash Collateral Order have been continued with the consent of 
the parties through the date of any Confirmation Hearing on the Debtor’s Plan of Reorganization.  
Pursuant to the terms and provisions of the Cash Collateral Order, the Debtor has provided 
information to Capital Bank and the Bankruptcy Administrator’s Office regarding the brick 
inventory of the Debtor and the accounts receivable of the Debtor. 
 
  The Debtor has also been required to file Monthly Operating Reports with the 
Bankruptcy Court.  These reports are on file in this case with the United States Bankruptcy Court 
Clerk's office.  Don W. Perry will continue as President of the Reorganized Debtor under the 
terms of Debtor’s Plan of Reorganization, after Plan Confirmation, for Plan implementation, 
consummation and operational purposes. 
 

The Debtor intends to continue its manufacturing and sales operations.  Depending on the 
demand and sales for particular types of brick, the Debtor currently shifts its operations between 
Plant 3 and Plant 4, and intends to do so for the foreseeable future.  In order to conserve costs 
and expenses while the Debtor continues its efforts to increase its sales, the Debtor intends to 
cease production during certain winter months.  Currently, the Debtor intends to cease 
production during January and February of 2013. 

 
 IV 

SUMMARY OF PLAN OF REORGANIZATION 
 
 The following is a brief summary of certain provisions of the Plan and is qualified in its 
entirety by the full text of the Plan.  This Summary Should Not Be Relied On For Voting 
Purposes In Lieu Of A Thorough And Comprehensive Review Of The Actual Plan Itself.  
The Summary Does Not Purport To Be Complete.  Creditors And Equity Interest Holders 
Are Urged To Read The Plan To Ascertain The Effect Of The Plan On Their Claims And 
Interests And The Other Provisions Of The Plan.  Creditors And Equity Interest Holders 
Are Further Urged To Consult With Their Attorneys, Tax Advisors, Financial 
Consultants, Or Other Professionals In Order To Understand More Fully The Plan Or The 
Effect Of The Plan As To Their Particular Situation. 
 
Creditors are urged to read carefully the full text of the Plan.  The Plan, if confirmed, will be 
binding on the Debtor, its creditors and any other affected parties.  
 
     Treatment of Claims  
 
   Debtor’s Plan of Reorganization classifies claims into 11 Classes of creditors.  The first 
three classes relate to costs of administration and priority claims under the Bankruptcy Code, and 
the treatment of each is governed by specific provisions of the Bankruptcy Code.  Classes 4 
through 8 relate to classes that are treated as secured creditor classes.  Class 9 relates to the 
Unsecured Deficiency Claim of Capital Bank.  Class 10 relates to allowed unsecured creditor 
claims.  Class 11 relates to Shareholder Interests.  
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  The Class 9 unsecured deficiency claim of Capital Bank is classified separately from the 
remaining Class 10 unsecured claims based on the substantial and legitimate differences in such 
claims.  Capital Bank is a secured creditor with a right to elect under 11 U.S.C. §1111(b)(2) to be 
treated as fully secured by the Debtor.  This is a right that the Class 10 claimants do not have.  
The Class 10 claimants are trade creditors that have an expectation of being repaid within a 
relatively short time period.  In addition, the treatment of the two classes are different as well.  
Under the Plan, Class 9 is entitled to receive a higher interest rate than Class 10.  Additionally, 
Class 9 benefits from the existence of the LOC Reserve (as defined in Section 1.23 of the Plan).   
 
 The Plan provides for the payment of all allowed, non-insider creditor claims in full.  
Any deferred payments are subject to an applicable interest rate component, such that 
each creditor will receive the present value of its respective claim in full. 
  
 The following claims are treated as not impaired: 
 
 A. Class 1 (Administrative Claims) is comprised of costs and expenses of 
administration as defined in paragraph 1.1 of the Plan. 
 
 The Plan provides that any Class 1 administrative claims shall be paid in cash in full on 
the Effective Date or upon entry of an Order allowing such Administrative Claim, whichever is 
later, except that professional fees and expense reimbursements shall be paid in cash in full upon 
entry of an Order allowing the same, or pursuant to any agreement between the Debtor and the 
holder of a Class 1 Allowed Claim. 
 
 B. Class 2 (Priority Claims) is comprised of claims entitled to priority under 
Sections 507(a)(3),  507(a)(4), 507(a)(5), 507(a)(6), or 507(a)(7) of the Bankruptcy Code, if any. 
 
 The Plan provides that any Class 2 priority claims will be paid in cash in full within (20) 
days of the Effective Date. 
 
 C. Class 3 (Tax Claims) is comprised of all liquidated unsecured tax claims of 
governmental units against the Debtor or its property entitled to priority under Section 507(a)(8) 
of the Code. 
 
 The Plan provides that all Class 3 tax claims entitled to priority under Section 507(a)(8) 
of the Code will be paid in full over a period ending not later than five (5) years after the Petition 
Date (which is the same date the order for relief was entered) in deferred cash payments having a 
value, as of the Effective Date, equal to the allowed amount of such respective claim(s). 
 
 The following claims are treated as impaired: 
 
 D. Class 4 (Capital Bank) is comprised of secured claim of Capital Bank in the 
amount of $8,500,000.00 (which represents the value of its collateral set forth below), as 
evidenced by a Promissory Note dated September 22, 2005 in the original principal amount of 
$20,000,000.00, together with a Change In Terms Agreement dated March 28, 2008 in the 
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original principal amount of $18,202,028.77 and a Change In Terms Agreement dated December 
22, 2009 in the original principal amount of $15,579,053.25, and secured by: 
 

(i) a first priority security interest in the 37.69 acre easement and building known as Plant 
#4 and Grinding Room, which is a portion of Debtor's Real Property, as reflected by that 
Construction Deed of Trust Securing Future Advances executed by the Debtor in favor of 
Capital Bank dated September 23, 2005 and recorded on September 23,2005 in Book 
00993, Page 0417 of the Lee County Register of Deeds; and 

 
(ii) a UCC-1 Financing Statement No. 20050093737H filed August 29,2005 (the 
“Financing Statement”) with the North Carolina Secretary of State and recorded in Book 
00993, Page 0430, Lee County Register of Deeds, with the collateral being "All plant 
equipment, fixtures, and inventory proceeds now owned or hereafter acquired all 
accessions, additions, replacements, and substitutions relating to any of the foregoing; all 
records of any kind relating to any of the foregoing; all proceeds relating to any of the 
foregoing (including insurance, general intangibles and other accounts proceeds) by 
Debtor for Plant #4 located at 37.69-acre portion of the larger 309.50 acre tract located on 
the west side of US Highway 15/501, approximately 1.50 miles north of its intersection 
with US Highway 1, Sanford, NC 27330." 

 
 The Plan provides that the Class 4 claims of Capital Bank shall be treated as follows:  
 
 (a) Capital Bank shall have an allowed secured claim in the amount of  
$8,500,000.00 (the “Capital Bank Indebtedness”). 
 
 (b) Capital Bank shall retain its liens in the Plant #4 Personal Property, as defined in 
paragraph 1.27, and in the Plant #4 Real Property, as defined in paragraph 1.28. 
 
 (c) The Capital Bank “Principal Balance”, as defined in Paragraph 4.4, shall accrue 
no interest from the Petition Date to the Confirmation Date; 
 
 (d) The outstanding balance of the Class 4 Capital Bank Indebtedness, shall be 
calculated on a non-default basis as of the Confirmation Date (the “Capital Bank Aggregate 
Balance”);  
 
 (e) The Capital Bank Aggregate Balance shall be amortized for twenty-five (25) 
years at the fixed simple interest rate of 4.5% per annum with payments made on a quarterly 
basis with the first payment due on March 31, 2013; 
 
 (f) No pre-payment penalty shall apply to the repayment of the Capital Bank Class 4 
secured claim; 
 
 (g) The outstanding balance of the Capital Bank Aggregate Balance shall be due and 
payable seven years from the Effective Date. 
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 (h) Alternative Option.  In lieu of the treatment set forth above, Capital Bank may 
elect treatment as afforded by Section 1111(b) of the Bankruptcy Code by written notice 
delivered to Debtor’s counsel prior to:  (1) the conclusion of the hearing on the Disclosure 
Statement, or (2) if the Disclosure Statement is conditionally approved and a final hearing on the 
Disclosure Statement is not held, by the date set by the Court for filing objections to the 
Disclosure Statement.  In the event such an election is timely made: 
 

(i) The claim of Capital Bank shall be deemed an allowed secured claim, secured by 
the existing liens of Capital Bank in the Plant #4 Personal Property, as defined in 
paragraph 1.27, and in the Plant #4 Real Property, as defined in paragraph 1.28; 

 
(ii) The portion of such claim determined to be secured within the meaning of Section 
506(a) shall:  (a) bear simple interest at the fixed rate of 4.5% per annum, and (b) be paid 
in equal monthly installments commencing on the first day of the calendar month 
following the Effective Date based upon an amortization schedule of thirty (30) years, 
and continuing thereafter until paid in full.  The total of the stream of payments under this 
repayment schedule will exceed the amount of the Capital Bank’s Section 1111(b) 
Allowed Secured Claim; 

 
(iii) The total payments made on the secured portion of such claim shall be equal to 
the present value of the secured portion of such claim, and the payment of such amount 
shall be in full and complete satisfaction of any and all administrative, secured, or 
unsecured claims against the Debtor or property of the Debtor. 

  
 E. Class 5 (Wells Fargo Advisors 9925) is comprised of the secured claim of Wells 
Fargo Advisors, having an approximate balance at Petition Date totaling $686,017.42, secured by 
a Securities Account ending in 9925 with a balance as of May 31, 2012 in the amount of 
$1,335,406.55. 
 
 The Plan provides that the Class 5 claims of Wells Fargo Advisors 9925 shall be treated 
as follows: 
 
 (a) Wells Fargo Advisors shall retain its secured creditor rights in the Lee Brick & 
Tile FS-CG & I Account; 
 
 (b) Wells Fargo Advisors will continue to be paid in the same monthly manner, and 
consistent with the same interest rate provisions in effect on the Petition Date; 
 
 (c) Nothwithstanding anything in the account/relationship documents between Wells 
Fargo Advisors and the Debtor to the contrary, and not withstanding any provisions of this Plan 
to the contrary, Wells Fargo Advisors shall not liquidate or satisfy the margin account balance, 
other than as provided in (a) and (b) above, for a time period of 24 months from the Effective 
Date. 
 
 F. Class 6 (Wells Fargo Advisors 3517) is comprised of the secured claim of Wells 
Fargo Advisors, having an approximate balance at Petition Date totaling $303,491.05, secured by 

Case 12-04463-8-RDD    Doc 140   Filed 11/15/12   Entered 11/15/12 20:02:58    Page 10 of
 54



8 
 

a Securities Account ending in 3517 with a balance as of May 31, 2012 in the amount of 
$671,479.70. 
 
 The Plan provides that the Class 6 claims of Wells Fargo Advisors 3517 shall be paid as 
follows: 
 
 (a) Wells Fargo Advisors shall retain its secured creditor rights in the Lee Brick & 
Tile Self Directed Account; 
 
 (b) Wells Fargo Advisors will continue to be paid in the same monthly manner, and 
consistent with the same interest rate provisions in effect on the Petition Date; 
 
 (c) Nothwithstanding anything in the account/relationship documents between Wells 
Fargo Advisors and the Debtor to the contrary, and not withstanding any provisions of this Plan 
to the contrary, Wells Fargo Advisors shall not liquidate or satisfy the margin account balance, 
other than as provided in (a) and (b) above, for a time period of 24 months from the Effective 
Date.  
 
 G. Class 7 (BB&T Loan Services) is comprised of the secured claim of Branch 
Banking & Trust Company ("BB&T"), having an approximate balance at Petition Date in the 
amount of $23,245.64 (per Proof of Claim No. 3), as evidenced by a Retail Installment Sale 
Contract dated October 14, 2011 in the original principal amount of $25,705.00, secured by a 
lien on the title to a 2009 Chevrolet Traverse, VIN #IGNER23D89S176826, owned by the 
Debtor. 
 
 The Plan provides that the Class 7 claims of BB&T Loan Services shall be paid as 
follows: 
  
 (a) BB&T shall retain its security interest as evidenced by its lien on the title on 
Debtor’s 2009 Chevrolet Traverse; 
 
 (b) The BB&T loan shall be decelerated, as necessary, and treated as a current, non-
default loan, with application of the contract, non-default, rate of interest through the Effective 
Date; 
 
 (c) The outstanding balance of the Class 7 BB&T claim shall be calculated on a non-
default basis as of the Effective Date (the “BB&T Aggregate Balance”); 
 
 (d) Debtor shall commence making payments on the Class 7 claim following the third 
full month after the Effective Date (“Payment Start Date”).  The Promissory Note Maturity Date 
(the “Extended Maturity Date”) shall be extended by twelve (12) months.  The BB&T Aggregate 
Balance shall be reamortized on the Payment Start Date through the Extended Maturity Date in 
equal monthly payments (the “New Class 7 Monthly Payment”).  Thereafter, Debtor shall make 
the New Class 7 Monthly Payments until the Extended Maturity Date.  On the Extended 
Maturity Date, any outstanding balance under BB&T Aggregate Balance shall be due and 
payable in full; 
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 (e) No pre-payment penalty shall apply to the repayment of the BB&T Class 7 Claim. 
 
 H. Class 8 (First Bank) is comprised of the secured claim of First Bank, having an 
approximate balance at Petition Date in the amount of $21,937.11 (per Proof of Claim No. 4), as 
evidenced by a Promissory Note dated October 14, 2011 in the original principal amount of 
$24,900.20, secured by a lien on the title to a 2012 Chevrolet Equinox, VIN 
#2GNALBEK0C1146352, owned by the Debtor. 
 
 The Plan provides that the Class 8 claims of First Bank will be treated as follows: 
 
 (a) First Bank shall retain its security interest as evidenced by its lien on the title on 
Debtor’s 2012 Chevrolet Equinox; 
 
 (b) The First Bank loan shall be decelerated, as necessary, and treated as a current, 
non-default loan, with application of the contract, non-default, rate of interest through the 
Effective Date; 
 
 (c) The outstanding balance of the Class 8 First Bank claim shall be calculated on a 
non-default basis as of the Effective Date (the “First Bank Aggregate Balance”); 
 
 (d) Debtor shall commence making payments on the Class 8 claim following the third 
full month after the Effective Date (“Payment Start Date”).  The Promissory Note Maturity Date 
(the “Extended Maturity Date”) shall be extended by twelve (12) months.  The First Bank 
Aggregate Balance shall be reamortized on the Payment Start Date through the Extended 
Maturity Date in equal monthly payments (the “New Class 8 Monthly Payment”).  Thereafter, 
Debtor shall make the New Class 8 Monthly Payments until the Extended Maturity Date.  On the 
Extended Maturity Date, any outstanding balance under First Bank Aggregate Balance shall be 
due and payable in full; 
 
 (e) No pre-payment penalty shall apply to the repayment of the First Bank Class 8 
Claim. 
  
 I. Class 9 (Capital Bank Unsecured Deficiency Claim) is comprised of all general 
unsecured allowed claims of Capital Bank consisting of its deficiency claim, arising from its 
Class 4 Secured Claim being undersecured.  This claim represents the difference between Capital 
Bank’s claim at the Petition Date as set out in its Proof of Claim, Claim #1 filed on June 27, 
2012, in the amount of $13,395,490.39, less its allowed Class 4 $8,500,000.00 secured claim 
($4,895,490.39). 
 
 The Plan provides that the Class 9 claims of Capital Bank be treated as follows: 
 
 (a) The Capital Bank Unsecured Deficiency Claim shall accrue interest at the federal 
judgment rate as of the Effective Date, plus one percent (1%); 
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 (b) Debtor shall pay to Capital Bank beginning on the first anniversary of the 
Effective Date, seventy-five percent (75%) of its Net Operating Income, as defined in Paragraph 
1.25;  
 
 (c) Until the Class 9 claim is paid in full, Debtor shall make a minimum payment to 
Capital Bank, including in the calculation credit any application of the Net Operating Income 
payment pursuant to subparagraph (b) above, as follows: 
 

1st - 4th payment years - $100,000.00 each year; 
  5th - 9th payment years - $250,000.00 each year; 
  10th-14th payment years - $300,000.00 each year. 
 
 If necessary, such payment shall be made from the LOC Reserve. 
 
 (d) Any outstanding unpaid balance of the Capital Bank Unsecured Deficiency Claim 
shall be paid in full on the fifteenth anniversary of the Effective Date. 
 
 (e) In the alternative, and at the sole election of Capital Bank, Capital Bank may elect 
to receive in full satisfaction of the Class 9 Capital Bank Unsecured Deficiency Claim the 
amount of two million dollars ($2,000,000.00) in full satisfaction of its Class 9 claim (the 
“Payoff Election”).  Such Payoff Election must be made by Capital Bank within thirty (30) days 
of the Plan Effective Date.  In the event Capital Bank timely makes the Payoff Election, the 
$2,000,000.00 payment in full satisfaction of the Class 9 claim will be made within 150 days of 
the Payoff Election date. 
 
 (f) In the event Capital Bank makes the election contained in 11 U.S.C. §1111(b) 
with respect to its Class 4 claim, it shall have no Class 9 claim. 
  
 J. Class 10 (Unsecured Creditors) is comprised of all general unsecured Allowed 
Claims of whatever nature and description against the Debtor.   
 
 The Plan provides that the Class 10 claims of general unsecured allowed claims shall be 
paid on a 100% of allowed claims, from Net Operating Income in twelve (12) equal monthly 
installments, with the first installment being paid thirty (30) days from the Effective Date.  The 
Class 10 unsecured claims shall accrue interest at the federal judgment rate as provided in 28 
U.S.C. §1961. 
 
 K. Class 11 (Shareholder Interests) is comprised of all ownership interests of the 
shareholders of the corporation. 
 
 The Plan provides that the Class 11 claims of Shareholder Interests shall be retained and 
preserved, subject and subordinate to Debtor’s compliance with the treatment provisions for 
Class 4, 5, 6, 7, 8, 9, and 10 creditors.  Subject to such subordination, the Reorganized Debtor 
reserves the right and authorization to issue any preferred stock or debt equity instrument in 
support or recognition of any stockholder contribution by way of the LOC Reserve defined in 
paragraph 1.23, or otherwise. 
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V 
SOURCE OF FUNDING FOR PLAN AND METHOD OF DISTRIBUTIONS 

 
 A. Source of Funding for Plan.  Payments provided under the terms of the Plan 
shall be made from those monies remaining after satisfaction of Class 1, Class 2, and Class 3, 
and after debt service payments as otherwise provided in the Plan, and after payment of normal 
operating expenses and retention of sufficient operating reserve of the Reorganized Debtor, 
derived from the following sources: (i) Debtor’s Cash on Hand at Effective Date; (ii) net sale 
proceeds from any other Retained Assets designated for sale as provided in the terms of this 
Plan; (iii) revenues from the business operations of the Reorganized Debtor; (iv) net proceeds 
from Debtor’s collection of accounts receivable and tax refunds, if any; (v) net proceeds from 
recoveries of Designated Litigation, if any, and (vi) voluntary capital contributions from 
shareholders or loans from a shareholder(s) made on a basis subordinate to the interests of Class 
4, 5, 6, 7, 8, 9, and 10 allowed claims. 
 
 B. Retention of Properties and Continuation of Business Operations.  The 
Reorganized Debtor shall retain all properties, both real and personal.  The Reorganized Debtor 
shall continue its business operations in regular course of its business. 
 
 C. Method of Distribution.  The Reorganized Debtor shall make all disbursements 
to creditors under the Plan.  The Disbursing Agent shall make periodic disbursements to Class 10 
creditors consistent with the provisions of paragraph 6.7 of the Plan. 
 
 D. Designated Litigation.  Debtor shall continue or commence any causes of action, 
any collection actions or Bankruptcy Causes of Action in the Bankruptcy Court, as practicable 
and in its sole discretion, necessary in furtherance of its Plan implementation and Means of 
Execution provisions.  Litigation costs, fees and expenses incurred pursuant to these Designated 
Litigation provisions, shall be treated as, and be deemed to be, a Class 1 Cost of Administration 
Expense and paid from funds on hand retained by the Reorganized Debtor, or from available Net 
Operating Income or litigation recoveries. 
 
 E. Procedure for Payment of Professional Fees and Expense Reimbursement.  
Current counsel for the Debtor and Reorganized Debtor, and the current Court approved 
accountants for the Debtor and Reorganized Debtor shall not be subject to the fee application 
process for services rendered post-confirmation in furtherance or implementation of the 
confirmed Plan. 
 
 F. Exemption from Transfer Taxes.  Pursuant to section 1146(c) of the Bankruptcy 
Code, the issuance, transfer or exchange of notes or equity securities under the Plan, the creation 
of any mortgage, or other security interest, the making or assignment of any lease or sublease, or 
the making or delivery of any instrument of transfer under, in furtherance of, or in connection 
with the Plan, including, without limitation, deeds, or bills of sale or assignments of personal 
property executed in connection with any of the transactions contemplated under the Plan, will 
not be subject to any stamp, real estate transfer, mortgage recording, sales, use or other similar 
tax.  All sale transactions consummated by the Debtor and approved by the Bankruptcy Court on 
and after the Petition Date through and including the Effective Date, including, without 
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limitation, the sale by the Debtor of owned property pursuant to section 363(b) of the Bankruptcy 
Code and the assumption, assignment and sale by the Debtor of unexpired leases of non-
residential real property pursuant to section 365(a) of the Bankruptcy Code, will be deemed to 
have been made under, in furtherance of, or in connection with the Plan and, thus, will not be 
subject to any stamp, real estate transfer, mortgage recording or other similar tax.  In addition, 
each of the relevant state or local governmental officials or agents will forego the collection of 
any such tax or governmental assessment and accept for filing and recordation any of the 
foregoing instruments or other documents without the payment of any such tax or governmental 
assessment consistent with the applicable provisions of this Plan. 
 
 G. Right to Reopen Case after Entry of Final Decree. The Reorganized Debtor 
shall have the right to reopen the Case after the entry of a Final Decree, automatically without 
cost, upon the filing of a Motion to Reopen, in his discretion, for the sole limited purpose of (i) 
approval of a sale free and clear of liens of the Real Property designated for sale under this Plan, 
(ii) approval of a long term capital lease(s) of the real Property, (iii) entry of any order in aid of 
consummation of the Plan, or a sale or lease contemplated in the confirmed Plan of 
Reorganization, and (iv) approval of an extension of the Initial Marketing Period pursuant to 
Paragraph 7.3 of the Plan. 
 
 H. No Representations or Warranties Concerning Tax 
Attributes/Consequences.  Neither Debtor nor the Reorganized Debtor make any 
representations or warranties to any creditor of the Debtor concerning the tax consequence of 
confirmation of this Plan of Reorganization, the effect of this Chapter 11 case, or as to the status 
of tax attributes of the Debtor or Reorganized Debtor. 
 

VI 
MODIFICATION OF PLAN 

 
 A. Modification Prior to Confirmation.  Modifications to the Plan may be 
proposed in writing by the Debtor, at any time before the Confirmation Date, provided that such 
plan, as modified meets the requirements of Sections 1122 and 1123 of the Code, and the Debtor 
shall have complied with Section 1125 of the Code. 
 
 B. Modification After Confirmation.  The Plan may be modified at any time after 
the Confirmation Date and before its Substantial Consummation, if such Plan, as modified, meets 
the requirements of Sections 1122 and 1123 of the Code, and the Bankruptcy Court, after notice 
and hearing, confirms such Plan, as modified, under Section 1129 of the Code and the 
circumstances warrant such modification. 
 
 C. Deemed Acceptance or Rejection of Modification.  A holder of a claim or 
interest that has accepted or rejected the Plan shall be deemed to have accepted or rejected, as the 
case may be, the Plan as modified, unless such holder files a notice to the contrary, within the 
time period for such notice fixed by the Court. 
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VII 
FEDERAL INCOME TAX CONSEQUENCES 

 
 A. Federal Income Tax Consequences to Creditors and Equity Holders.  The 
Debtor believes that the following discussion generally sets forth the Federal income tax 
consequences to creditors upon confirmation and consummation of the Plan.  No ruling has been 
sought or obtained by the Debtor from the Internal Revenue Service ("IRS") with respect to any 
of these matters.  The following discussion of Federal income tax consequences is not binding on 
the IRS and is general in nature.  No statement can be made herein with respect to the particular 
Federal income tax consequences to any creditor. 
 
 AS A RESULT OF THE COMPLEXITY OF THE APPLICABLE PROVISIONS 
OF THE INTERNAL REVENUE CODE, EACH CREDITOR AND EQUITY HOLDER IS 
URGED TO CONSULT ITS OWN TAX ADVISOR IN ORDER TO ASCERTAIN THE 
ACTUAL TAX CONSEQUENCES TO IT, UNDER FEDERAL AND APPLICABLE 
STATE AND LOCAL LAWS, OF CONFIRMATION AND CONSUMMATION OF THE 
PLAN. 
 
 There are certain anticipated U.S. Federal Income Tax consequences of the transactions 
proposed by the Plan to the Debtor and holders of Claims and interests that are impaired under 
the Plan.  This summary is provided for informational purposes only and is based on the Tax 
Code, Treasury regulations promulgated thereunder, judicial authorities, and current 
administrative rulings and practice, all as in effect as of the date hereof and all of which are 
subject to change or differing interpretations, possibly with retroactive effect.  It does not address 
all aspects of federal income taxation that may be relevant to the Debtor or to a particular holder 
of a Claim or interest in light of its particular facts and circumstances or to certain types of 
holders of Claims subject to special treatment under the Tax Code. 
 
 Creditors and equity holders may be taxed on distributions they receive from the estate.  
The amount of the income or gain, and its character as ordinary income or capital gain or loss, as 
the case may be, will depend upon the nature of the claim of each particular creditor.  The 
method of accounting utilized by a creditor for Federal income tax purposes may also affect the 
tax consequences of a distribution.  In general, the amount of gain (or loss) recognized by any 
such creditor distributee will be the difference between (i) the creditor's basis for Federal income 
tax purposes, if any, in the claim and (ii) the amount of the distribution received.  Whether the 
distribution will generate ordinary income or capital gain will depend upon whether the 
distribution is in payment of a claim or an item which would otherwise generate ordinary income 
on the one hand or in payment of a claim which would constitute a return of capital. 
            
 B. Federal Income Tax Consequences to the Debtor. 
 
  1. Cancellation of Debt Income. 
 
 Under the Tax Code, a U.S. taxpayer generally must include in gross income the amount 
of any cancellation of debt ("COD") income realized during the taxable year.  COD income is the 
amount by which the indebtedness discharged exceeds any consideration given in exchange 
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therefor, subject to certain statutory or judicial exceptions that can apply to limit the amount of 
COD income (such as where the payment of the cancelled debt would have given rise to a tax 
deduction).  COD income also includes the discharge of any interest that has been previously 
accrued but remains unpaid at the time the indebtedness is discharged.  It is possible that COD 
income could be realized, but Debtor is unable to further quantify or project any such COD 
amount in light of uncertain and undetermined variables. 
      

VIII 
ASSUMPTION OF EXECUTORY CONTRACTS AND UNEXPIRED LEASES 

 
 Except as provided in this Article, Debtor accepts and assumes all unexpired leases and 
executory contracts unless specifically rejected by separate Court order or by the provisions of 
the Plan. 

 
IX 

REDUCTION OF NOTICE PERIOD 
 
 The notice period applicable to service of any notices on the creditors otherwise 
applicable, pursuant to the provisions of the Code or the Plan, including any notice of hearing on 
application or allowance of compensation of professional persons pursuant to Section 330 of the 
Code, are reduced to a fourteen (14) day period, inclusive of the three (3) days for mailing 
pursuant to Rule 9006(f) of the Bankruptcy Rules with the exception of any applicable notice 
period relating to modification of the Plan prior to or after confirmation pursuant to Sections 
1122 and 1123 of the Code.  If no objections are filed in writing with the Court within said 
fourteen (14) day notice period, any said motion may be allowed by the Court without the 
necessity of further notice or hearing. 
 

X 
FINANCIAL INFORMATION 

 
 Attached to this Disclosure Statement are certain Exhibits providing financial information 
that is an integral part of this Disclosure Statement.  Unless otherwise indicated, valuations 
referenced in this Disclosure Statement represent Debtor's opinions of value.  
 
 The Debtor filed its Schedule of Assets and Liabilities and Statement of Financial Affairs 
at or shortly after the Petition Date, as well as monthly operating reports from the Petition Date 
forward.  The monthly reports, the Schedule of Assets and Liabilities, and the Statement of 
Financial Affairs may be inspected by interested parties in order to obtain a broader financial 
picture of the Debtor and the Debtor’s estate.  These may be examined on-line through PACER 
or in the office of the Clerk of Court. 
  
 Debtor believes that its cash flow from continued operations is sufficient to pay all 
creditors 100% of allowed claims.  Debtor believes that its Plan is reasonable and feasible.  
Attached hereto as Exhibit 2, and incorporated herein as if fully set forth at length is a 5-year 
Cash Flow Estimate for the Debtor’s operations.  The Debtor believes that its operations for the 
balance of the Plan term will meet or exceed these projections. 
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 Attached hereto as Exhibits 3 and 4, respectively, and incorporated herein as if fully set 
forth at length are a Brick Inventory Summary as of November 1, 2012 and Accounts Receivable 
Reconciliation as of October 31, 2012. 
 

CREDITORS ARE URGED TO READ CAREFULLY THE FULL TEXT  
OF THE FOLLOWING PERTINENT ATTACHMENTS: 

 
 (1)  Exhibit 1- 2010 & 2011 Financial Statements 
   (2)  Exhibit 2 - 5-Year Annual Cash Flow Estimate 
   (3)  Exhibit 3 - Brick Inventory Summary, November 1, 2012 
   (4)  Exhibit 4 - Accounts Receivable Reconciliation, October 31, 2012 
   (5)  Exhibit 5 - Statement of Inapplicability of Liquidation Analysis 
 
 
DATED: November 15, 2012 
      LEE BRICK & TILE COMPANY   
 
 

 By:  s/Don W. Perry                                                   
       Don W. Perry, President 
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