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1 The name and last four digits of the taxpayer identification number for each of the Debtors follows in parenthesis:  
(i) PPOA Holding, Inc. f/k/a Protective Products of America, Inc. (9709); (ii) CPC Holding Corporation of America 
(8086); (iii) CP Corporation of America, Inc. f/k/a Ceramic Protection Corporation of America (7305); (iv) PPI 
International Corp. f/k/a Protective Products International Corp. (7373); and (v) PPNC, LLC f/k/a Protective 
Products of North Carolina, LLC (0927).  The address for the Debtors is c/o Ahearn Jasco & Company, P.A., Attn. 
Frank E. Jaumot, CPA, 190 Southeast 19th Avenue, Pompano Beach, Florida 33060. 
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ARTICLE I 

INTRODUCTION 

PPOA Holding, Inc. f/k/a Protective Products of America, Inc. (“PPA”); CPC Holding 
Corporation of America (“CPC Holding”); CP Corporation of America, Inc. f/k/a Ceramic 
Protection Corporation of America (“CPC Corp.”); PPI International Corp. f/k/a Protective 
Products International Corp.(“PPI”); and (v) PPNC, LLC f/k/a Protective Products of North 
Carolina, LLC Protective Products of America, Inc. (“PPNC”) (collectively, the “Debtors”), (the 
“Proponents”), submit this Disclosure Statement pursuant to Bankruptcy Code section 1125 in 
support of the Liquidating Plan of the Debtors, as it may be amended in accordance with its 
terms. 

This Disclosure Statement2 sets forth certain information regarding the prepetition 
operations and financial history of the Debtors, events leading to the Debtors’ bankruptcy, 
significant events that have occurred during the Bankruptcy Cases, and the means for 
implementing a restructuring of the Debtors’ financial affairs.  This Disclosure Statement also 
describes terms and provisions of the Plan, certain alternatives to the Plan, certain effects of 
confirmation of the Plan, certain risk factors associated with the Plan, and the manner in which 
distributions will be made under the Plan.  Additionally, this Disclosure Statement discusses the 
confirmation process and the voting procedures and requirements for voting on the Plan. 

A. Summary of Distributions and Releases Under the Plan 

The Plan provides for the collection of the Debtors portion of certain income tax refunds, 
the pursuit of litigation claims, and the distribution of the foregoing together with the proceeds 
from the sale of substantially all of the Debtors assets to Protective Products Enterprises, Inc., 
which closed on March 5, 2010. 

Under the Plan, holders of General Unsecured Claims will receive a Pro Rata Share of 
cash proceeds.  The Cash available to pay Allowed General Unsecured Claims is provided from 
the liquidation of all of the Debtors assets and the pursuit of litigation claims, if any.  As of 
September 30, 2010, the Debtors had $971,586.17 in cash on hand.  The Debtors estimate that 
they may receive up to an additional $2.3 million from the Purchaser on account of state and 
federal tax refunds sold to the Purchaser, although the actual amount of the tax refunds received, 
and therefore, the amount paid by the Purchaser to the Debtors may be less.  Those funds will be 
available for distribution to the holders of Allowed Claims 

The Debtors believe the recovery to holders of General Unsecured Claims is more than 
such holders would realize upon a liquidation under Chapter 7 of the Bankruptcy Code.  The 
Proponents believe that the additional administrative expenses of a chapter 7 trustee and its 
professionals would dilute the distribution available to General Unsecured Creditors. 

                                                 
2  Except as otherwise provided in this Disclosure Statement, capitalized terms used herein have the meanings 
ascribed to them in the Plan, including the Glossary of Defined Terms attached to the Plan as Exhibit A.  Any 
capitalized term used in this Disclosure Statement that is not defined in the Plan or this Disclosure Statement shall 
have the meaning ascribed to that term in the Bankruptcy Code or Bankruptcy Rules, whichever is applicable. 
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Articles 9.2 and 9.3 of the Plan contain certain release and exculpation provisions.  

The release provisions contained in Article 9.2 of the Plan provide for certain limited 

releases by the Debtors (on behalf of themselves and their respective estates), of (i) the 

Debtors’ officers and directors (who were officers and directors of the Debtors on or after 

the Petition Date) and professionals.  For a more complete description of the breadth and 

limitations of these releases please review Article 9.2 of the Plan and Article IX(J) of this 

Disclosure Statement. 

Article 9.3 of the Plan contains a limited exculpation provision that covers the 

following parties: (i) the Debtors and their respective officers, directors, and managers 

(who were officers and directors of the Debtors on or after the Petition Date); and (ii) the 

non-attorney Professionals.  For a more complete description of the breadth and 

limitations of the exculpation provision please review Article 9.3 of the Plan and Article 

IX(j) of this Disclosure Statement. 

THE PROPONENTS BELIEVE THE PLAN IS IN THE BEST INTEREST OF 

CREDITORS AND URGE ALL CREDITORS WHO ARE ENTITLED TO VOTE ON 

THE PLAN TO VOTE IN FAVOR OF THE PLAN AND URGE ALL CREDITORS WHO 

ARE ENTITLED TO VOTE ON THE PLAN TO VOTE IN FAVOR OF THE PLAN. 

B. Filing of the Debtors’ Bankruptcy Cases 

On January 13, 2010, the Debtors filed voluntary chapter 11 petitions in the Bankruptcy 
Court.  The Debtors continue to operate their businesses and manage their property and assets as 
debtors-in-possession pursuant to Bankruptcy Code sections 1107 and 1108. 

C. Purpose of Disclosure Statement 

This Disclosure Statement is submitted in accordance with Bankruptcy Code 
section 1125 for the purpose of soliciting acceptances of the Plan from holders of certain Classes 
of Claims and Equity Interests.  Acceptances of the Plan are being sought only from 
Claimholders whose Claims are “impaired” (as that term is defined in Bankruptcy Code section 
1124) by the Plan and who are receiving or retaining property under the Plan.  Holders of Claims 
that are not impaired are deemed to have accepted the Plan.  Holders of Claims or Equity 
Interests that are not receiving or retaining any property under the Plan are deemed to have 
rejected the Plan. 

The Debtors have prepared this Disclosure Statement pursuant to Bankruptcy Code 
section 1125, which requires that a copy of the Plan, or a summary thereof, be submitted to all 
holders of Claims against, and Equity Interests in, the Debtors, along with a written disclosure 
statement containing adequate information about the Debtors of a kind, and in sufficient detail, 
as far as is reasonably practicable, that would enable a hypothetical, reasonable investor typical 
of Claimholders and Interestholders to make an informed judgment in exercising their right to 
vote on the Plan. 

This Disclosure Statement was approved by the Bankruptcy Court on __________, 2010.  
Such approval is required by the Bankruptcy Code, and does not constitute a judgment by the 
Bankruptcy Court as to the desirability of the Plan or the value or suitability of any consideration 
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offered under the Plan.  Such approval does indicate, however, that the Bankruptcy Court has 
determined that the Disclosure Statement meets the requirements of Bankruptcy Code section 
1125 and contains adequate information to permit the Claimholders and Interestholders whose 
acceptance of the Plan is solicited to make an informed judgment regarding acceptance or 
rejection of the Plan. 

THE APPROVAL BY THE BANKRUPTCY COURT OF THIS 

DISCLOSURE STATEMENT DOES NOT CONSTITUTE AN 

ENDORSEMENT BY THE BANKRUPTCY COURT OF THE PLAN OR A 

GUARANTEE OF THE ACCURACY OR COMPLETENESS OF THE 

INFORMATION CONTAINED HEREIN.  THE MATERIAL CONTAINED 

IN THIS DISCLOSURE STATEMENT IS INTENDED SOLELY FOR THE 

USE OF CLAIMHOLDERS AND INTERESTHOLDERS IN 

EVALUATING THE PLAN AND VOTING TO ACCEPT OR REJECT 

THE PLAN AND, ACCORDINGLY, MAY NOT BE RELIED ON FOR 

ANY PURPOSE OTHER THAN THE DETERMINATION OF HOW TO 

VOTE ON, OR WHETHER TO OBJECT TO, THE PLAN.  THE 

LIQUIDATION OF THE DEBTORS PURSUANT TO THE PLAN IS 

SUBJECT TO NUMEROUS CONDITIONS AND VARIABLES, AND 

THERE CAN BE NO ABSOLUTE ASSURANCE THAT THE PLAN, AS 

CONTEMPLATED, WILL BE EFFECTUATED. 

THE DEBTORS BELIEVE THAT THE PLAN AND THE PROPOSED 

TREATMENT OF CLAIMS AND EQUITY INTERESTS IS IN THE BEST 

INTERESTS OF CLAIMHOLDERS AND INTERESTHOLDERS, AND 

THEREFORE URGE YOU TO VOTE TO ACCEPT THE PLAN. 

THIS DISCLOSURE STATEMENT HAS NOT BEEN APPROVED OR 

DISAPPROVED BY THE SECURITIES AND EXCHANGE 

COMMISSION, NOR HAS IT PASSED ON THE ACCURACY OR 

ADEQUACY OF THE STATEMENTS CONTAINED HEREIN.  ANY 

REPRESENTATION TO THE CONTRARY IS UNLAWFUL.  THE PLAN 

SHOULD BE REVIEWED CAREFULLY. 

NEITHER THE FILING OF THE PLAN NOR ANY STATEMENT OR 

PROVISION CONTAINED IN THE PLAN OR IN THE DISCLOSURE 

STATEMENT, NOR THE TAKING BY ANY PARTY IN INTEREST OF 

ANY ACTION WITH RESPECT TO THE PLAN, SHALL (i) BE OR BE 

DEEMED TO BE AN ADMISSION AGAINST INTEREST AND (ii) UNTIL 

THE EFFECTIVE DATE, BE OR BE DEEMED TO BE A WAIVER OF 

ANY RIGHTS ANY PARTY IN INTEREST MAY HAVE (a) AGAINST 

ANY OTHER PARTY IN INTEREST OR (b) IN ANY OF THE ASSETS 

OF ANY OTHER PARTY IN INTEREST, AND, UNTIL THE EFFECTIVE 

DATE, ALL SUCH RIGHTS ARE SPECIFICALLY RESERVED.  IN THE 

EVENT THAT THE PLAN IS NOT CONFIRMED OR FAILS TO 

BECOME EFFECTIVE, NEITHER THE PLAN NOR THE DISCLOSURE 

STATEMENT, NOR ANY STATEMENT CONTAINED IN THE PLAN OR 
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IN THE DISCLOSURE STATEMENT, MAY BE USED OR RELIED ON 

IN ANY MANNER IN ANY SUIT, ACTION, PROCEEDING OR 

CONTROVERSY, WITHIN OR WITHOUT THE DEBTORS’ 

BANKRUPTCY CASES, INVOLVING THE DEBTORS, EXCEPT WITH 

RESPECT TO CONFIRMATION OF THE PLAN. 

D. Hearing on Confirmation of the Plan 

The Bankruptcy Court has set __________, 2010 at __:__ _.m. prevailing Eastern Time 
as the time and date for the hearing to determine whether the Plan has been accepted by the 
requisite number of Claimholders and whether the other requirements for confirmation of the 
Plan have been satisfied.  If the Plan is rejected by one or more Impaired Classes of Claims, the 
Bankruptcy Court may still confirm the Plan, or a modification thereof, under Bankruptcy Code 
section 1129(b) (commonly referred to as a “cramdown”) if it determines, among other things, 
that the Plan does not discriminate unfairly and is fair and equitable with respect to the rejecting 
Class or Classes of Claims impaired under the Plan.  The procedures and requirements for voting 
on the Plan are described in more detail below. 

E. Sources of Information 

Except as otherwise expressly indicated, the portions of this Disclosure Statement 
describing the Debtors, their business, properties and management have been prepared from 
information furnished by the Debtors. 

Certain of the materials contained in this Disclosure Statement are taken directly from 
other readily accessible documents or are digests of other documents.  While the Debtors have 
made every effort to retain the meaning of such other documents or portions that have been 
summarized, they urge that any reliance on the contents of such other documents should depend 
on a thorough review of the documents themselves.  In the event of a discrepancy between this 

Disclosure Statement and the actual terms of a document, the actual terms of the document 

shall govern and apply. 

The statements contained in this Disclosure Statement are made as of the date hereof 
unless another time is specified, and neither the delivery of this Disclosure Statement nor any 
exchange of rights made in connection with it shall, under any circumstances, create an 
implication that there has been no change in the facts set forth herein since the date of this 
Disclosure Statement. 

No statements concerning the Debtors, the value of their property, or the value of any 
benefit offered to the holder of a Claim or Equity Interest under the Plan should be relied on 
other than as set forth in this Disclosure Statement.  In arriving at a decision, parties should not 
rely on any representation or inducement made to secure their acceptance or rejection that is 
contrary to information contained in this Disclosure Statement, and any such additional 
representations or inducements should be immediately reported to counsel for the Debtors, Jordi 
Guso, Esq., Berger Singerman P.A., 200 South Biscayne Boulevard, 10th Floor, Miami, Florida 
33131 [(305) 755-9500] and counsel for the Committee, George P. Angelich, Arent Fox LLP, 
1675 Broadway, New York, NY 10019-5820 [(212) 457-5423]. 
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ARTICLE II 

EXPLANATION OF CHAPTER 11 

A. Overview of Chapter 11 

Chapter 11 is the principal reorganization chapter of the Bankruptcy Code.  Under 
chapter 11, a debtor-in-possession attempts to reorganize, or provide for an orderly liquidation 
of, its business and financial affairs for the benefit of the debtor, its creditors, and other 
interested parties. 

The commencement of a chapter 11 case creates an estate comprising all of the debtor’s 
legal and equitable interests in property as of the date the petition is filed.  Unless the Bankruptcy 
Court orders the appointment of a trustee, Bankruptcy Code sections 1101, 1107 and 1108 
provide that a chapter 11 debtor may continue to operate its business and control the assets of its 
estate as a “debtor-in-possession.” 

The filing of a chapter 11 petition also triggers the automatic stay under Bankruptcy Code 
section 362.  The automatic stay essentially halts all attempts to collect prepetition claims from 
the debtor or to otherwise interfere with the debtor’s business or its bankruptcy estate. 

Formulation of a plan of reorganization or liquidation is the principal purpose of a 
chapter 11 case.  The plan sets forth the means for satisfying the claims of creditors against, and 
interests of equity security holders in, the debtor.  Unless a trustee is appointed, only the debtor 
may file a plan during the first 120 days of a chapter 11 case.  This 120 day period is called the 
“Exclusive Period.”  After the Exclusive Period has expired, a creditor or any other interested 
party may file a plan, unless the debtor files a plan within the Exclusive Period.  The Exclusive 
Period in this case has expired. 

B. Plan of Liquidation 

After a plan has been filed, the holders of claims against, or equity interests in, a debtor 
are permitted to vote on whether to accept or reject the plan.  Chapter 11 does not require that 
each holder of a claim against, or equity interest in, a debtor vote in favor of a plan in order for 
the plan to be confirmed.  At a minimum, however, a plan must be accepted by a majority in 
number and two-thirds in dollar amount of those claims actually voting from at least one class of 
claims impaired under the plan.  The Bankruptcy Code also defines acceptance of a plan by a 
class of equity interests as acceptance by holders of two-thirds of the number of shares actually 
voted. 

Classes of claims or equity interests that are not “impaired” under a plan of 
reorganization are conclusively presumed to have accepted the plan, and therefore are not 
entitled to vote.  A class is “impaired” if the plan modifies the legal, equitable, or contractual 
rights attaching to the claims or equity interests of that class.  Modification for purposes of 
impairment does not include curing defaults and reinstating maturity or payment in full in cash.  
Conversely, classes of claims or equity interests that receive or retain no property under a plan of 
reorganization are conclusively presumed to have rejected the plan, and therefore are not entitled 
to vote. 
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Even if all classes of claims and equity interests accept a plan of reorganization, the 
Bankruptcy Court may nonetheless deny confirmation.  Bankruptcy Code section 1129 sets forth 
the requirements for confirmation and, among other things, requires that a plan be in the “best 
interests” of impaired and dissenting creditors and interestholders and that the plan be feasible.  
The “best interests” test generally requires that the value of the consideration to be distributed to 
impaired and dissenting creditors and interest holders under a plan may not be less than those 
parties would receive if the debtor were liquidated under a hypothetical liquidation occurring 
under chapter 7 of the Bankruptcy Code.  A plan must also be determined to be “feasible,” which 
generally requires a finding that there is a reasonable probability that the debtor will be able to 
perform the obligations incurred under the plan and that the debtor will be able to continue 
operations without the need for further financial reorganization or liquidation. 

The Bankruptcy Court may confirm a plan of reorganization or liquidation even though 
fewer than all of the classes of impaired claims and equity interests accept it.  The Court may do 
so under the “cramdown” provisions of Bankruptcy Code section 1129(b).  In order for a plan to 
be confirmed under the cramdown provisions, despite the rejection of a class of impaired claims 
or interests, the proponent of the plan must show, among other things, that the plan does not 
discriminate unfairly and that it is fair and equitable with respect to each impaired class of claims 
or equity interests that has not accepted the plan. 

The Bankruptcy Court must further find that the economic terms of the particular plan 
meet the specific requirements of Bankruptcy Code section 1129(b) with respect to the subject 
objecting class.  If the proponent of the plan proposes to seek confirmation of the plan under the 
provisions of Bankruptcy Code section 1129(b), the proponent must also meet all applicable 
requirements of Bankruptcy Code section 1129(a) (except section 1129(a)(8)).  Those 
requirements include the requirements that (i) the plan comply with applicable Bankruptcy Code 
provisions and other applicable law, (ii) that the plan be proposed in good faith, and (iii) that at 
least one impaired class of creditors or interestholders has voted to accept the plan. 

ARTICLE III 

VOTING PROCEDURES AND CONFIRMATION REQUIREMENTS 

A. Ballots and Voting Deadline 

On ________, 2010, the Bankruptcy Court entered an Order Approving Solicitation 
Procedures with respect to the Plan (the “Solicitation Procedures Order”).  Pursuant to the 
Solicitation Procedures Order, the Bankruptcy Court approved the form of ballots, ballot 
instructions, the nature of soliciting votes on the Plan and the manner in which such votes are to 
be balloted.  A Ballot for voting to accept or reject the Plan is enclosed with this Disclosure 
Statement, and has been mailed to Claimholders (or their authorized representative) entitled to 
vote.  After carefully reviewing the Disclosure Statement, including all exhibits, each 
Claimholder (or its authorized representative) entitled to vote should indicate its vote on the 
enclosed Ballot. 

The Bankruptcy Court has directed that, in order to be counted for voting purposes, 
Ballots for the acceptance or rejection of the Plan must be received no later than __________, 
2010 at _:__ _.m. prevailing Eastern Time (the “Voting Deadline”) by the Debtors.  Instructions 
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for filling out and submitting your ballot to the Debtors will be contained on the Ballot.  Please 
review and follow those instructions carefully.                         

All Claimholders (or their authorized representative) entitled to vote must: 

• carefully review the Ballot and corresponding instructions, 

• execute the Ballot, and 

• return it to the address indicated on the ballot by the Voting Deadline for the Ballot to 
be considered 

BALLOTS MUST BE RECEIVED NO LATER THAN __________, 2010 AT 4:00 

P.M. PREVAILING EASTERN TIME.  ANY BALLOTS RECEIVED AFTER THE 

VOTING DEADLINE WILL NOT BE COUNTED.  IF YOUR BALLOT IS DAMAGED 

OR LOST, YOU MAY REQUEST A REPLACEMENT BALLOT BY SENDING A 

WRITTEN REQUEST TO DEBTORS’ COUNSEL AT THE ADDRESS LISTED ON THE 

BALLOT. 

B. Claimholders Entitled to Vote 

Unless otherwise specified in the Solicitation Procedures Order, any Claimholder whose 
Claim or Equity Interest is Impaired under the Plan is entitled to vote if either (i) the Debtors 
have scheduled the Claim in their Schedules of Assets and Liabilities and such Claim is not 
scheduled as disputed, contingent, or unliquidated or (ii) the Claimholder has filed a proof of 
claim on or before the General Bar Date or such other applicable Bar Date.  Returning the 

ballot to the Debtors does not constitute filing a proof of claim or equity interest. 

Any holder of a Claim to which an objection has been timely filed pursuant to the 
Solicitation Procedures Order (and such objection is still pending on the Voting Deadline) is not 
entitled to vote, unless the Bankruptcy Court, on motion filed by such party whose Claim is 
subject to an objection, temporarily allows the Claim in a specific amount for the purpose of 
accepting or rejecting the Plan.  Such motion must be heard and determined by the Bankruptcy 
Court before the Confirmation Hearing on the Plan.  A vote may be disregarded if the 
Bankruptcy Court determines that the Claimholder’s or Interestholder’s acceptance or rejection 
was not solicited or procured in good faith or in accordance with the applicable provisions of the 
Bankruptcy Code. 

Under Bankruptcy Code section 1126(f), a class that is not impaired under a chapter 11 
plan, and each holder of a Claim or Equity Interest in such class, are conclusively presumed to 
have accepted the chapter 11 plan.  Under Bankruptcy Code section 1126(g), a class is deemed 
not to have accepted a chapter 11 plan if the holders of Claims or Equity Interests in such class 
do not receive or retain any property under the chapter 11 plan on account of such Claims or 
Equity Interests.  Holders of Claims or Equity Interests that are unimpaired under the Plan, or 
that are not entitled to receive or retain any property under the Plan, are not entitled to vote to 
accept or reject the Plan.  The Debtors will not be soliciting votes from such Claimholders or 
Interestholders. 
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C. Bar Date for Filing Proofs of Claim 

The Bankruptcy Court has established May 18, 2010 as the general deadline for filing 
proofs of claim and proof of interests in the Bankruptcy Case (called the “General Bar Date”) 
with four exceptions: (i)  in the event that the Debtors amend their Schedules of Assets and 
Liabilities, the Debtors must give notice of such amendment to the Claimholder affected thereby, 
and the affected Claimholder shall have the later of the General Bar Date or thirty (30) days from 
the date on which notice of such amendment was given to file a proof of claim; (ii)  in the event 
that the Debtors amend their List of Equity Security Holders filed with the Court pursuant to 
Bankruptcy Rule 1007(a)(3), the Debtors must give notice of such amendment to the 
Interestholders affected thereby, and such Interestholder shall have the later of the General Bar 
Date or thirty (30) days from the date on which notice of such amendment was given to file a 
proof of interest; (iii) in the event that a Claim arises with respect to the Debtors’ rejection of an 
executory contract or unexpired lease, the Claimholder shall have the later of the General Bar 
Date or thirty (30) days after the effective date of any order authorizing the rejection of the 
executory contract or unexpired lease to file a proof of claim; and (iv) the deadline for filing a 
proof of claim by any governmental unit (as defined by section 101(27) of the Bankruptcy Code) 
holding or wishing to assert Claims against the Debtors is on or before July 12, 2010.  These 
deadlines along with procedures for filing proofs of claim and proofs of interest are described in 
the Bar Date Notice, a copy of which may be obtained by contacting Debtors’ counsel: 

Berger Singerman P.A. 
200 South Biscayne Boulevard 
10th Floor 
Miami, Florida 33131 
Attn: Jordi Guso 
Telephone: (305) 755-9500 
Fax: (305) 714-4340 

D. Definition of Impairment 

Under Bankruptcy Code section 1124, a class of Claims or Equity Interests is impaired 
under a plan of reorganization unless, with respect to each Claim or Equity Interests of such 
class, the Plan: 

(1)      leaves unaltered the legal, equitable, and contractual rights of the holder of such 
claim or equity interest; or 

(2)      notwithstanding any contractual provision or applicable law that entitles the 
holder of a claim or equity interest to receive accelerated payment of such claim 
or equity interest after the occurrence of a default: 

(a)     cures any such default that occurred before or after the commencement of 
the case under the Bankruptcy Code, other than a default of a kind specified in 
Bankruptcy Code section 365(b)(2) or of a kind that section 365(b)(2) expressly 
does not require to be cured; 
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(b)     reinstates the maturity of such claim or equity interest as it existed before 
the default; 

(c)     compensates the holder of such claim or equity interest for damages 
incurred as a result of reasonable reliance on such contractual provision or 
applicable law; 

(d)     if such claim or such interest arises from any failure to perform a 
nonmonetary obligation, other than a default arising from failure to operate a 
nonresidential real property lease subject to Bankruptcy Code section 
365(b)(1)(A), compensates the holder of such claim or such interest (other than 
the debtor or an insider) for any actual pecuniary loss incurred by such holder as a 
result of such failure; and 

(e)     does not otherwise alter the legal, equitable, or contractual rights to which 
such claim or equity interest entitles the holder of such claim or equity interest. 

E. Classes Impaired Under the Plan 

Claims or Equity Interests in all Classes (except Claims PPA-1, 2, PPI-1, and CPC Corp.-
1) are impaired under the Plan.  Therefore, holders of those impaired Claims and Equity Interests 
are eligible, subject to the voting limitations described below, to vote to accept or reject the Plan. 

Claims in Classes PPA-1, 2,  PPI-1, and CPC Corp.-1 are unimpaired under the Plan, and 
therefore holders of those Claims are conclusively presumed to have accepted the Plan pursuant 
to Bankruptcy Code section 1126(f).  Accordingly, the Debtors will not be soliciting votes from 
Claimholders in Classes PPA-1, 2,  PPI-1,  and CPC Corp.-1. 

Holders of Equity Interests and Allowed Subordinated Claims in Classes PPA-5, 6 PPI-5, 
6, PPNC-5, 6, CPC Holding-5,6, and CPC Corp.-5, 6 are not receiving any Distributions on 
account of such Equity Interests and Claims under the Plan.   Under Bankruptcy Code section 
1126(g), such Interestholders and Claimholders are conclusively presumed to have rejected the 
Plan, and therefore the Debtors will not solicit their votes. 

F. Vote Required for Class Acceptance 

The Bankruptcy Code defines acceptance of a plan by a class of creditors as acceptance 
by holders of at least two-thirds in dollar amount and more than one-half in number of the 
Claims of that class that actually cast ballots for acceptance or rejection of the Plan; that is, 
acceptance takes place only if creditors holding Claims constituting at least two-thirds in dollar 
amount of the total amount of Claims and more than one-half in number of the creditors actually 
voting cast their ballots in favor of acceptance. 

The Bankruptcy Code defines acceptance of a plan by a class of Equity Interests as 
acceptance by holders of at least two-thirds in amount of the allowed Equity Interests of that 
class. 
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G. Information on Voting and Ballots 

1. Transmission of Ballots to Claimholders and Interestholders 

Ballots are being forwarded to all Claimholders in accordance with the Bankruptcy 
Rules, the Disclosure Statement Approval Order and the Solicitation Procedures Order.  Those 
Claimholders whose Claims are unimpaired under the Plan are conclusively presumed to have 
accepted the Plan under Bankruptcy Code section 1126(f), and therefore need not vote 
concerning the Plan.  Under Bankruptcy Code section 1126(g), Claimholders who do not either 
receive or retain any property under the Plan are deemed to have rejected the Plan. 

2. Ballot Tabulation Procedures 

Pursuant to the Solicitation Procedures Order, holders of General Unsecured Claims 
against the Debtors will vote as one aggregated class of General Unsecured Claims and the votes 
will be tabulated together for purposes of determining whether such aggregated class of  General 
Unsecured Claims has accepted or rejected the Plan. 

Pursuant to the Solicitation Procedures Order, the amount and classification of a Claim 
and the procedures that will be used to tabulate acceptances and rejections of the Plan shall be 
exclusively as follows: any timely received Ballot that contains sufficient information to permit 
the identification of the Claimant and is cast as an acceptance or rejection of the Plan be counted 
and be deemed to be cast as an acceptance or rejection, as the case may be, of the Plan, subject to 
the following exceptions and clarifications: 

(a) If a Claim is deemed allowed in accordance with the Plan, such Claim is 
allowed for voting purposes in the deemed allowed amount set forth in the 
Plan; 

(b) If a Claim for which a proof of claim has been timely filed is marked as 
unliquidated, the Claim will be temporarily allowed for voting purposes 
only, and not for purposes of allowance or distribution, for that portion of 
such Claim that is not unliquidated, or, if the entire Claim is reflected as 
unliquidated, then such Claim will be counted for purposes of determining 
whether a sufficient number of the Allowed Claims in such Class has 
voted to accept the Plan but the allowed amount of the Claim for voting 
purposes will be $0, subject to the right of such holder to file a motion for 
temporary allowance; 

(c) If a Claim has been estimated or otherwise allowed for voting purposes by 
order of the Bankruptcy Court, such Claim is temporarily allowed in the 
amount so estimated or allowed by the Court for voting purposes only, and 
not for purposes of allowance or distribution; 

(d) If a Claim is listed in the Schedules of Assets and Liabilities as contingent, 
unliquidated, or disputed and a proof of claim was not (i) filed by the 
applicable deadline to file proofs of claim or (ii) deemed timely filed by an 
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order of the Bankruptcy Court prior to the Voting Deadline, the Claim will 
be disallowed in its entirety for voting purposes; 

(e) For all Persons or entities who timely filed a proof of claim reflecting a 
Claim or portion of a Claim that is contingent, the Claim shall be 
disallowed in its entirety for voting purposes, subject to the right of such 
holder to file a motion for temporary allowance; 

(f) Objections to Claims for voting purposes must be filed no later than 
____________, 2010 and such Claims will be temporarily disallowed for 
voting purposes only and not for the purposes of the allowance or 
distribution, except to the extent and in the manner as may be set forth in 
the objection, including, without limitation, classification as to proper 
Debtor and priority of claim, subject to the right of such holder to file a 
motion for temporary allowance; 

(g) If a Ballot is properly completed, executed and timely filed, but does not 
indicate an acceptance or rejection of the Plan, or indicates both an 
acceptance and rejection of the Plan, the Ballot will not be counted; 

(h) If a Ballot does not indicate the class of Claims in which it is cast, the 
Debtors are authorized to determine the appropriate class and to tabulate 
the Ballot based on that determination; 

(i) The Debtors are authorized to tabulate votes on a consolidated basis for all 
Debtors; 

(j) If a proof of claim has been timely filed and has not been objected to 
before the Confirmation Hearing, the voted amount of that Claim shall be 
the liquidated amount specified in the proof of claim; and 

(k) If no proof of claim has been timely filed, the voted amount of a Claim 
shall be equal to the amount listed for the particular Claim in the 
Schedules of Assets and Liabilities, as and if amended, to the extent such 
Claim is not listed as contingent, unliquidated, or disputed, and the Claim 
shall be placed in the appropriate Class based on the Debtors’ records and 
consistent with the Schedules of Assets and Liabilities. 

Ballots that fall within the following categories will not be counted or considered for any 
purpose in determining whether the Plan has been accepted or rejected, except as specified: 

(a) Any Ballot received after the Voting Deadline unless the Debtors or Court 
shall have granted an extension in writing of the Voting Deadline with 
respect to such Ballot; 

(b) Any Ballot that is illegible or contains insufficient information to permit 
the identification of the claimant; 
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(c) Any Ballot cast by a Person or entity that does not hold a Claim in a Class 
that is entitled to vote to accept or reject the Plan; 

(d) Any duplicate Ballot will only be counted once; 

(e) Any Ballot submitted by facsimile transmission; 

(f) Any Ballot that is unsigned, or signed by someone other than the holder of 
the Claim (or its authorized representative); or 

(g) Any acceptance or rejection submitted on something other than the Ballot 
form provided by the Debtors and approved pursuant to the Solicitation 
Procedures Order. 

The Debtors believe that the foregoing proposed procedures provide for a fair and 
equitable voting process.  As mentioned above, if any Creditor seeks to challenge the allowance 
of its Claim for voting purposes, such Creditor must serve on the Debtors and file with the Court 
a motion requesting the temporary allowance of such Claim in a different amount for purposes of 
voting to accept or reject the Plan no later than _______, 2010 (the “Motion for Temporary 
Allowance Deadline”).  The Ballot of any Creditor filing such a motion shall not be counted 
unless temporarily allowed by the Bankruptcy Court for voting purposes, after notice and a 
hearing. 

Whenever two or more Ballots are cast voting the same claim prior to the Voting 
Deadline, the latest dated Ballot received prior to the Voting Deadline will be deemed to reflect 
the voter’s intent and thus to supersede any prior Ballots, provided, however, that where an 
ambiguity exists as to which Ballot reflects the voter’s intent, the Debtors reserve the right to 
contact the Creditor and calculate the vote according to such voter’s written instructions.  This 
procedure is without prejudice to the Debtors’ right to object to the validity of the second Ballot 
on any basis permitted by law and, if the objection is sustained, to count the first Ballot for all 
purposes.  This procedure of counting the last Ballot is consistent with practice under various 
state and federal corporate and securities laws.  Furthermore, the Debtors propose that in their 
sole discretion they can agree to allow a Creditor to change its vote after the Voting Deadline 
without further order of the Court. 

Claim splitting is not permitted and Creditors who vote must vote all of their Claims 
within a particular class to either accept or reject the Plan. 

3. Execution of Ballots by Representatives 

Federal Rule of Bankruptcy Procedure 3018(c) requires that an acceptance or rejection of 
a chapter 11 plan shall be in writing, identify the plan accepted or rejected, be signed by the 
creditor or equity security holder or an authorized agent.  The Ballot approved by the Solicitation 
Procedures Order requires the identification of Persons signing in a fiduciary or representative 
capacity.  To be counted, completed Ballots signed by trustees, executors, administrators, 
guardians, attorneys-in-fact, officers of corporations, or others acting in a fiduciary or 
representative capacity must indicate their capacity when signing.  At the Debtors’ request, 
Ballot signatories must submit proper evidence satisfactory to the requesting Debtor(s) of their 
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authority to so act.  Failure to indicate the capacity of the signatory to the ballot may result in the 
Ballot being deemed invalid and not counted. 

4. Waivers of Defects and Other Irregularities Regarding Ballots 

Unless otherwise directed by the Bankruptcy Court, all questions concerning the validity, 
form, eligibility (including time of receipt), acceptance, and revocation or withdrawal of Ballots 
will be determined by the Debtors in their sole discretion, whose determination will be final and 
binding.  Any defects or irregularities in connection with deliveries of Ballots must be cured 
within such time as the Debtors (or the Bankruptcy Court) determine.  Neither the Debtors nor 
any other Person will be under any duty to provide notification of defects or irregularities with 
respect to deliveries of Ballots, nor will any of them incur any liability for failure to provide such 
notification; provided, however, that the Debtors will indicate on the ballot summary the Ballots, 
if any, that were not counted, and will provide the original of such Ballots with the original of the 
ballot summary at the Confirmation Hearing.  Unless otherwise directed by the Bankruptcy 
Court, delivery of such Ballots will not be deemed to have been made until any irregularities 
have been cured or waived.  Unless otherwise directed by the Bankruptcy Court, Ballots 
previously furnished, and as to which any irregularities have not subsequently been cured or 
waived, will be invalidated. 

5. Withdrawal of Ballots and Revocation 

Except as otherwise directed by the Bankruptcy Court after notice and a hearing, any 
holder of a Claim (or its authorized representative) in an Impaired Class who has delivered a 
valid Ballot for the acceptance or rejection of the Plan may withdraw such acceptance or 
rejection by delivering a written notice of withdrawal to the Debtors’ counsel at any time before 
the Voting Deadline. 

To be valid, a notice of withdrawal must: 

 (a)  contain the description of the Claims to which it relates and the aggregate 
principal amount or number of shares represented by such Claims; 

 (b) be signed by the Claimholder (or its authorized representative) in the same 
manner as the Ballot; and 

 (c) be received by the Debtors’ counsel in a timely manner at the address specified in 
the ballot instructions for the submission of Ballots. 

The Debtors expressly reserve the absolute right to contest the validity of any such 
withdrawals of Ballots. 

Unless otherwise directed by the Bankruptcy Court, a purported notice of withdrawal of 
Ballots that is not received in a timely manner by the Debtors’ counsel will not be effective to 
withdraw a previously furnished Ballot. 

Any Claimholder (or its authorized representative) who has previously submitted a 
properly completed Ballot before the Voting Deadline may revoke such Ballot and change its 
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vote by submitting before the Voting Deadline a subsequent, properly completed Ballot for 
acceptance or rejection of the Plan.  In addition, if a Claimholder submits a valid notice of 
withdrawal prior to the Voting Deadline, such holder may submit a new Ballot, and such Ballot 
will be counted so long as it is received prior to the Voting Deadline and is otherwise submitted 
in accordance with the Disclosure Statement Approval Order. 

H. Confirmation of Plan 

1. Solicitation of Acceptances 

The Proponents are soliciting your vote. 

NO REPRESENTATIONS OR ASSURANCES, IF ANY, CONCERNING 

THE DEBTORS OR THE PLAN ARE AUTHORIZED BY THE DEBTORS, 

OTHER THAN AS SET FORTH IN THIS DISCLOSURE STATEMENT.  

ANY REPRESENTATIONS OR INDUCEMENTS MADE BY ANY 

PERSON TO SECURE YOUR VOTE, OTHER THAN THOSE 

CONTAINED IN THIS DISCLOSURE STATEMENT, SHOULD NOT BE 

RELIED ON BY YOU IN ARRIVING AT YOUR DECISION, AND SUCH 

ADDITIONAL REPRESENTATIONS OR INDUCEMENTS SHOULD BE 

REPORTED TO DEBTORS’ COUNSEL FOR APPROPRIATE ACTION. 

THIS IS A SOLICITATION SOLELY BY THE PROPONENTS, AND IS 

NOT A SOLICITATION BY ANY SHAREHOLDER, ATTORNEY, 

ACCOUNTANT, OR OTHER PROFESSIONAL FOR THE DEBTORS.  

THE REPRESENTATIONS, IF ANY, MADE IN THIS DISCLOSURE 

STATEMENT ARE THOSE OF THE DEBTORS AND NOT OF SUCH 

SHAREHOLDERS, ATTORNEYS, ACCOUNTANTS, OR OTHER 

PROFESSIONALS, EXCEPT AS MAY BE OTHERWISE SPECIFICALLY 

AND EXPRESSLY INDICATED. 

Under the Bankruptcy Code, a vote for acceptance or rejection of a plan may not be 
solicited unless the claimant has received a copy of a disclosure statement approved by the 
Bankruptcy Court prior to, or concurrently with, such solicitation.  This solicitation of votes on 
the Plan is governed by Bankruptcy Code section 1125(b).  Violation of Bankruptcy Code 
section 1125(b) may result in sanctions by the Bankruptcy Court, including disallowance of any 
improperly solicited vote. 

2. Requirements for Confirmation of the Plan 

At the Confirmation Hearing, the Bankruptcy Court shall determine whether the 
requirements of Bankruptcy Code section 1129 have been satisfied, in which event the 
Bankruptcy Court shall enter an order confirming the Plan.  For the Plan to be confirmed, 
Bankruptcy Code section 1129 requires that: 

(a) The Plan complies with the applicable provisions of the Bankruptcy Code; 
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(b) The Debtors have complied with the applicable provisions of the Bankruptcy 
Code; 

(c) The Plan has been proposed in good faith and not by any means forbidden by law; 

(d) Any payment or distribution made or promised by the Debtors or by a Person 
issuing securities or acquiring property under the Plan for services or for costs and 
expenses in connection with the Plan has been disclosed to the Bankruptcy Court, 
and any such payment made before the confirmation of the Plan is reasonable, or 
if such payment is to be fixed after confirmation of the Plan, such payment is 
subject to the approval of the Bankruptcy Court as reasonable; 

(e) The Debtors have disclosed the identity and affiliation of any individual proposed 
to serve, after confirmation of the Plan, as a director, officer or voting trustee of 
the Debtors, an affiliate of the Debtors participating in a joint plan with the 
Debtors, or a successor to the Debtors under the Plan; the appointment to, or 
continuance in, such office of such individual is consistent with the interests of 
creditors and interestholders and with public policy; and the Debtors have 
disclosed the identity of any insider that will be employed or retained by the 
reorganized Debtors and the nature of any compensation for such insider; 

(f) Any government regulatory commission with jurisdiction (after confirmation of 
the Plan) over the rates of the Debtors has approved any rate change provided for 
in the Plan, or such rate change is expressly conditioned on such approval; 

(g) With respect to each impaired Class of Claims or Equity Interests, either each 
holder of a Claim or Equity Interest of the Class has accepted the Plan, or will 
receive or retain under the Plan on account of that Claim or Equity Interest, 
property of a value, as of the effective date of the Plan, that is not less than the 
amount that such holder would so receive or retain if the Debtors were liquidated 
on such date under chapter 7 of the Bankruptcy Code.  If Bankruptcy Code 
section 1111(b)(2) applies to the Claims of a Class, each holder of a Claim of that 
Class will receive or retain under the Plan on account of that Claim property of a 
value, as of the Effective Date, that is not less than the value of that holder’s 
interest in the Debtors’ interest in the property that secures that claim; 

(h) Each Class of Claims or Equity Interests has either accepted the Plan or is not 
impaired under the Plan; 

(i) Except to the extent that the holder of a particular Allowed Administrative Claim, 
Allowed Priority Unsecured Tax Claim, or Allowed Priority Unsecured Non-Tax 
Claim has agreed to a different treatment of its Claim, such Claims shall be paid 
in accordance with the provisions of Bankruptcy Code section 1129(a)(9); 

(j) If a Class of Claims or Equity Interests is impaired under the Plan, at least one 
such Class of Claims or Equity Interests has accepted the Plan, determined 
without including any acceptance of the Plan by any insider holding a Claim or 
Equity Interest of that Class; and 
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(k) Confirmation of the Plan is not likely to be followed by the liquidation or the need 
for further financial reorganization of the Debtors or any successor to the Debtors 
under the Plan, unless such liquidation or reorganization is proposed in the Plan. 

The Proponents believe that the Plan satisfies all of the statutory requirements of the 
Bankruptcy Code for confirmation and that the Plan was proposed in good faith.  The Debtors 
believe they have complied, or will have complied, with all the requirements of the Bankruptcy 
Code governing confirmation of the Plan. 

3. Acceptances Necessary to Confirm the Plan 

Voting on the Plan by each holder of a Claim (or its authorized representative) is 
important.  Chapter 11 of the Bankruptcy Code does not require that each holder of a Claim vote 
in favor of the Plan in order for the Court to confirm the Plan.  Generally, to be confirmed under 
the acceptance provisions of Bankruptcy Code section 1126(a), the Plan must be accepted by 
each Class of Claims that is impaired under the Plan by parties holding at least two-thirds in 
dollar amount and more than one-half in number of the Allowed Claims of such Class actually 
voting in connection with the Plan.  Even if all Classes of Claims accept the Plan, the 
Bankruptcy Court may refuse to confirm the Plan. 

4. Cramdown 

In the event that any impaired Class of Claims does not accept the Plan, the Bankruptcy 
Court may still confirm the Plan at the request of the Debtors if, as to each impaired Class that 
has not accepted the Plan, the Plan “does not discriminate unfairly” and is “fair and equitable.”  
A plan of liquidation does not discriminate unfairly within the meaning of the Bankruptcy Code 
if no class receives more than it is legally entitled to receive for its claims or equity interests.  
“Fair and equitable” has different meanings for holders of secured and unsecured claims and 
equity interests. 

With respect to a secured claim, “fair and equitable” means either (i) the impaired 
secured creditor retains its liens to the extent of its allowed claim and receives deferred cash 
payments at least equal to the allowed amount of its claims with a present value as of the 
effective date of the plan at least equal to the value of such creditor’s interest in the property 
securing its liens; (ii) property subject to the lien of the impaired secured creditor is sold free and 
clear of that lien, with that lien  attaching to the proceeds of sale, and such lien proceeds must be 
treated in accordance with clauses (i) and (iii) hereof; or (iii) the impaired secured creditor 
realizes the “indubitable equivalent” of its claim under the plan. 

With respect to an unsecured claim, “fair and equitable” means either (i) each impaired 
creditor receives or retains property of a value equal to the amount of its allowed claim or (ii) the 
holders of claims and equity interests that are junior to the claims of the dissenting class will not 
receive any property under the plan. 

With respect to equity interests, “fair and equitable” means either (i) each impaired equity 
interest receives or retains, on account of that equity interest, property of a value equal to the 
greater of the allowed amount of any fixed liquidation preference to which the holder is entitled, 
any fixed redemption price to which the holder is entitled, or the value of the equity interest, or 
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(ii) the holder of any equity interest that is junior to the equity interest of that class will not 
receive or retain under the plan, on account of that junior equity interest, any property. 

The Proponents believe that the Plan does not discriminate unfairly and is fair and 
equitable with respect to each impaired Class of Claims and Equity Interests.  In the event at 
least one Class of impaired Claims or Equity Interests rejects or is deemed to have rejected the 
Plan, the Bankruptcy Court will determine at the Confirmation Hearing whether the Plan is fair 
and equitable and does not discriminate unfairly against any rejecting impaired Class of Claims 
or Equity Interests. 

ARTICLE IV 

BACKGROUND OF THE DEBTORS 

A. Description of Debtors’ Business 

1. Background 

The Debtors were operating their business until the sale of substantially all their assets on 
March 5, 2010 and are managing their affairs as debtors in possession pursuant to sections 
1107(a) and 1108 of the Bankruptcy Code. 

PPA was a publicly traded company on the Toronto Stock Exchange (“TSX”), and 
together with its subsidiaries, was engaged in the design, manufacture and marketing of 
advanced products used to provide ballistic protection for personnel and vehicles in the military 
and law enforcement markets.  On January 14, 2010, the TSX advised PPA that trading was 
suspended and that TSX was in the process of reviewing delisting the shares. 

PPA, formerly Ceramic Protection Corporation, was originally formed on November 1, 
1995, in Alberta, Canada, through the amalgamation of two Canadian companies, and on 
February 26, 1996, the name was changed to Ceramic Protection Corporation.  Prior to 2004, 
PPA’s principal business activities were the manufacture and distribution of alumina and 
alumina-bonded silicon carbide products and the distribution of polyethylene materials to the 
industrial wear management and ballistic protection markets.   

In 2004 PPA acquired Alanx Wear Solutions, Inc., a manufacturer of boron carbide and 
silicon carbide products for personal armor systems and industrial wear management 
applications, and in 2005, PPA expanded its sales of armor products to include ceramic personal 
armor plates and vehicle armor panels.   

In May 2006 PPA acquired PPI, located in Sunrise, Florida.  This acquisition expanded 
PPA’s product portfolio to include a variety of soft armor products and provided PPA with an 
increased geographic scope and the opportunity for significant growth in the military and police 
armor markets.  Following the acquisition of PPI, PPA expanded its sales and marketing efforts 
to military and law enforcement channels and received several significant orders, including an 
order valued at $36.2 million for Modular Tactical Vests (“MTVs”) from the United States 
Marine Corp.  In 2007, PPA  received orders totaling $63.0 million from various branches of the 
U.S. military.   
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On January 2, 2008, PPA acquired the production facility and manufacturing assets of 
ForceOne, LLC, in North Carolina.  This acquisition added to PPA’s soft armor capabilities and 
enabled PPA to better control its production and delivery schedules of soft armor vests for the 
U.S. military.   

On July 31, 2008, PPA completed its U.S. domestication process and incorporated in the 
State of Delaware under its new name Protective Products of America, Inc, 

PPA was an industry leader in the design, manufacture, and sale of high performance and 
high quality products used for ballistic protection.  PPA’s product portfolio included lightweight 
ceramic armor for vehicles and military personnel, composite based products and concealable 
soft body armor products for law enforcement and the MTV ballistic system for military 
personnel in many high performance applications, such as handling ballistic threats. 

PPA’s subsidiary, PPI was an ISO 9001:2008 certified manufacturer.  Further, PPA was 
one of very few companies able to provide customers with an integrated personnel armoring 
system of ceramic plates, soft ballistic material and vests for law enforcement and the military. 

As of the Petition Date, PPA had 95 employees, with the vast majority located at their 
Sunrise, Florida facility.  As of the Closing Date, discussed below, all employees were 
terminated and immediately rehired by the Purchaser. 

 

B. Corporate Information and Debtors’ Relationship to Subsidiaries and 

Affiliates 

1. The Debtors 

The Debtors are: 

• Protective Products of America, Inc., a Delaware corporation; 

• Protective Products International Corp., a Florida corporation; 

• CPC Holding Corporation of America, a Delaware corporation; 

• Ceramic Protection Corporation of America, a Delaware corporation; and 

• Protective Products of North Carolina, LLC, a North Carolina limited liability 
company. 

2. Corporate Structure 

An organizational chart depicting the Debtors’ corporate structure is attached to this 
Disclosure Statement as Exhibit A.  As of the Petition Date, the Debtors operated their business 
principally through PPI.  PPI is not publicly traded.  PPI is wholly-owned by PPA.  A list of the 
stockholders of PPA as of the Petition Date was filed on January 27, 2010. 
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C. Former Officer and Director of Debtors 

As of the Petition Date,  management of the Debtors consisted of the following: 

R. Patrick Caldwell – CEO and Director.  Mr. Caldwell became CEO in July 2009 and 
joined PPA in January 2009 as Senior Vice President, Sales and Marketing.  Prior to joining 
PPA, Mr. Caldwell served as Deputy Assistant Director, Office of Protective Operations, U.S. 
Secret Service and spent 27 years in the U.S. Secret Service in a number of key positions, 
including Special Agent in charge of the Vice Presidential Protective Division.  Mr. Caldwell 
also served in the United States Marine Corp and received the Silver Star for Valor and the 
Purple Heart for services in Vietnam; 

Brian L. Stafford – Chairman of the Board.  Mr. Stafford also served as acting CEO of 
the Company for the period March 18, 2009 through July, 2009.  Prior to joining PPA, Mr. 
Stafford served as the 20th Director of the U.S. Secret Service.  During his 31 year career, Mr. 
Stafford safeguarded Presidents Nixon, Ford, Carter, Regan, Bush and Clinton and served as the 
agency’s lead executive under both President William Jefferson Clinton and President George 
W. Bush.  Consistent with the dual missions of the Secret Service, Mr. Stafford served in both 
investigative and protective capacities, including Special Agent in Charge of the Presidential 
Protective Division.  Mr. Stafford served in the U.S. Army and was awarded the Bronze Star 
after a tour of duty in Vietnam; 

Neil E. Schwartzman - Chief Operating Officer or Chief Administrative Officer of the 
Debtors, as applicable.  Mr. Schwartzman first joined PPA in April 2007, initially as PPA’s 
Chief Information Officer.  Mr. Schwartzman became Chief Operating Officer in July, 2009.  
Mr. Schwartzman has over 25 years of experience, including serving for five years as Vice 
President of Information Technology for The GEO Group, Inc.  In addition he held positions at 
The Sports Authority, Sunglass Hut International, Michaels Arts and Crafts and ICH 
Corporation. 

Jason Williams – Chief Financial Officer – Mr. Williams became the CFO in May 2008.  
He joined PPA in August 2007 as the Corporate Controller.  Prior to joining PPA, Mr. Williams 
held the position of Director, Reporting and Analysis and Corporate Controller for PharmNet 
Development Group, Inc., a publicly traded contract research organization.  Mr. Williams 
experience includes more than seven years as a financial principal and regulatory consultant in 
the financial services industry.  Mr. Williams is a Certified Public Accountant (inactive) in the 
State of Florida; and  

Deon Vaughan – Senior Vice President, General Counsel and Secretary – Ms. Vaughan 
joined the Company in March 2008.  Prior to joining PPA, Ms. Vaughan served as Vice 
President, Deputy General Counsel and Compliance Officer at Owens Corning, a NYSE-listed 
global manufacturing company.  During her ten year tenure at Owens Corning, Ms. Vaughan 
spent three years as Vice President, Audit and three years as the Vice President of Environment, 
Health, Safety and Regulatory law.  Ms. Vaughan’s experience also includes private practice at 
Squire, Sanders & Dempsey, LLP. 
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D. Remaining Officer and Director of Debtors 

Effective as of the Closing Date, all directors, other than Frank E. Jaumot, and all officers 
resigned.  The sole remaining officer and director of the Debtors is Frank E. Jaumot.  On March 
25, 2010, the Court entered an order authorizing the retention of Mr. Jaumot as Chief 
Restructuring Officer (“CRO”) of the Debtors. [D.E. # 166], nunc pro tunc to March 5, 2010. 

Mr. Jaumot is a director of each of the Debtors.  Mr. Jaumot has been a director since 
January of 2009. He chaired the board’s Audit Committee.  He is familiar with the Debtors, their 
capital structure and operations. Mr. Jaumot is also a certified public accountant and a partner in 
the CPA firm of Ahearn Jasco & Company.  He joined Ahearn, Jasco in 1991, and has served as 
its Director of Accounting and Auditing since.  Since September 2004, he has served as a 
member of the Board of Directors of MasTec, Inc., a specialty contractor engaged in the 
building, installation, maintenance and upgrade of communications and utility infrastructure.  
Since April 2009, he has been a member of the Board of Directors of Bimini Capital 
Management, Inc., a mortgage REIT based in Vero Beach, Florida.  

As CRO, working collaboratively with the Debtors’ other professionals, Mr. Jaumot will 
attend to all administrative and ministerial duties required of the Debtors during the pendency of 
these bankruptcy cases.  His duties include: 

• To currently serve as a director of the Company. 

• To supervise and oversee the Orderly Liquidation (as defined in the 
Engagement Letter).  In this capacity, he shall have the authority to: (a) to open 
and close bank accounts for the Company, (b) to transfer funds of the Company, 
(c) to cause the Company to modify, amend, terminate and/or enforce  any of its 
any contractual rights; (c) to cause the Company to enter into any agreement or 
contract that is reasonably necessary to the completion of the Orderly Liquidation; 
(d) cause the Company to comply with all Guidelines of the Office of the United 
States Trustee, (e) to cause the Company to pursue, settle or compromise any 
litigation, controversy or other dispute involving the Company, (f) to cause the 
Company to exercise the Company’s rights under the Company’s agreements and 
other agreements in favor of the Company; (g) to cause the Company to prepare 
one or more plans of reorganization, or to take any all action in the Chapter 11 
Cases. 

Mr. Jaumot will be paid a $10,000 retainer and shall be paid on an hourly basis at $385 
per hour, provided, however, that aggregate compensation shall not exceed $15,000.00 
per week, plus expenses. 

 
E. Assets and Capital Structure Overview 

Since the beginning of 2007, PPA has relied primarily on debt and equity financing to 
fund its operations.  

 

Case 10-10711-JKO    Doc 324    Filed 11/03/10    Page 25 of 88



2692499-4 21 

Pursuant to an amended and restated credit facility dated as of January 30, 2009, as 
amended, amongst CIBC, as lender, PPA, as borrower, and CPC, PPI, CPC Holding and PPNC 
as guarantors (PPA and guarantors collectively, the “Obligors”), the senior secured revolving 
loan facility to PPA was $5,158,547.20 (the “Credit Facility”).   As of January 12, 2010, 
borrowings under the Credit Facility totaled approximately $7,602,760.   

 
CIBC asserts first priority liens on, and security interests in, substantially all of the 

Obligors’ assets, both tangible and intangible, real and personal, and the proceeds and recoveries 
of the foregoing (collectively, the “Collateral”).  As such, CIBC asserts a perfected first-priority 
security interest in the Collateral, including Cash Collateral.   

 
In August and September 2007, PPA issued $5.1 million in principal value of 

subordinated, nonconvertible debentures (“Sub NC Debentures”) at an interest rate of 12.0% per 
annum, due to mature 2 years from the date of issuance. Of this $5.1 million total amount, $3.4 
million was scheduled to mature in August 2009, and $1.7 million was scheduled to mature in 
September 2009, prior to any renegotiation of terms. In February and March 2008, PPA also 
issued $6.0 million of subordinated, convertible debentures (“Sub C Debentures”) at an annual 
interest rate of 10.0% per annum, due to mature in February 2011, and completed a public 
offering of common stock for net proceeds of $14.1 million. The Sub NC Debentures and the 
Sub C Debentures contain subordination and other restrictive provisions that prohibit payment of 
interest and principal to holders in the event of PPA’s default under its senior credit facility with 
CIBC. Holders of Sub NC Debentures entered into Subordination Agreements with CIBC which 
provide further restrictions on the holders’ ability to take action relative to the subordinate nature 
of the debt.  

 
Since the issuance of these debt securities, PPA has been in default with CIBC during 

certain fiscal quarters, and remained in default at December 31, 2009.  Due to PPA’s defaults 
with CIBC, the Company’s credit agreement with CIBC has been amended several times since 
its inception. In January 2009, the Company and CIBC entered into a Forbearance Agreement 
which was subsequently amended in July 2009. The First Amending Agreement to the 
Forbearance Agreement provided that CIBC will not exercise any remedies with respect to 
existing defaults by PPA under the Amended and Restated Credit Agreement until the earliest of 
(i) October 31, 2009, (ii) any other default by PPA under the Amended and Restated Credit 
Agreement, or (iii) any breach by PPA of the Forbearance Agreement. PPA and CIBC executed 
a Second Amending Agreement to the Forbearance Agreement in December 2009, wherein 
CIBC provided an additional $700,000 in financing to PPA and extended its forbearance through 
January 8, 2010. 

 
For the fiscal year ended December 31, 2007, the Debtors, on a consolidated basis, 

generated sales of approximately $80.2 million, including sales of approximately $73.7 million 
from Debtors’ continuing operations, and reported net loss of approximately $10.1 million, 
including a net loss of approximately $1.4 million from Debtors’ continuing operations.  For the 
fiscal year ended December 31, 2008, the Debtors, on a consolidated basis, generated sales of 
approximately $97.4 million, including sales of approximately $85.4 million from Debtors’ 
continuing operations and reported a net loss of approximately $69.2 million including a net loss 
of approximately $31.1 million from Debtors’ continuing operations. The increase in losses in 
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2008 was attributable to (i) the closing of the Delaware facility resulting in impairment charges 
of $27 million; and (ii) as a result in the overall decline of the Debtors’ business, an additional  
impairment of goodwill and intangible assets of $28.3 million. 

 
As of September 30, 2009, the Debtors, on a consolidated basis, reported approximately 

$26.6 million in assets, and approximately $29.1 million liabilities, which are summarized as 
follows:  

Assets: 

Cash, accounts receivable, inventory $9.6 million 

Income taxes receivable $5.0 million 

Property, plant and equipment $2.0 million 

Other assets $10.0 million 

Liabilities: 

Secured Bank indebtedness $6.6 million 

Accounts payable and other accrued liability $6.8 million 

Sub NC Debentures $5.4 million 

Sub C Debentures $6.2 million 

F. Scheduled Assets and Liabilities 

The Debtors list the following assets and liabilities pursuant to their Schedules of Assets 
and Liabilities. 
 

 
PPA PPI PPNC 

CPC 

Holding 
CPC Corp. 

 3Schedule B 
Personal Property 

4 $0 $9,804,890 $0 $403,973 $2,679,414 

5Schedule D 
Secured Claims 

$7,602,759 $0 $0 $0 $0 

Schedule E 
Unsecured Priority 
Claims 

$4,571 $1,687,058 $0 $0 $10,958 

6Schedule F 
Unsecured 
Nonpriority Claims 

7$13,782,467 $7,287,344 $23,624 $757 $526,481 

                                                 
3 Excludes intercompany receivables. 
4 Excludes book value of CPC Holding. 
5 The secured claim of CIBC is only counted one time under PPA. 
6 Excludes intercompany claims. 
7 Excludes claims jointly owed by PPI 
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G. Events Leading to Chapter 11 

The Debtors commenced these cases in order to gain much needed breathing room to 
facilitate an orderly sale of their enterprise, as more particularly described in Section 1, below. 

During the past three years, the Debtors relied primarily on debt and equity financing to 
provide liquidity for their operations.  Due to their lack of profitability and the general condition 
of the financial markets in the U.S., the Debtors' ability to obtain additional financing on 
favorable terms was limited. 

During 2007 and 2008 the Debtors incurred significant losses at their Newark, Delaware 
ceramics manufacturing facility.  These losses, combined with significantly less favorable 
opportunities for awards under certain ceramic armor bids, indicated that the carrying value of 
certain assets may not be recoverable.  On January 27, 2009, the Debtors completed the sale of 
substantially all of the Delaware assets for $3.2 million in cash.  The proceeds from this sale 
were used to reduce indebtedness outstanding on the line of credit to CIBC. 

The Debtors' contract with the U.S. Marine Corps was substantially completed during the 
third quarter if 2009.  As a result of the Debtors inability to replace prior year contracts that had 
been substantially fulfilled with new contract awards, the Debtors revenues from the U.S. 
military are substantially lower than in 2008. 

1. Efforts to Market the Company 

The Debtors’ marketed the assets for over six months prior to the commencement of 
these cases.  Beginning on June 16, 2009, the Debtors retained Bayshore Partners, LLC, the 
broker dealer affiliate of Farlie Turner & Co. (“Bayshore Partners”), in order to assist the 
Debtors in evaluating their strategic options with respect to the sale or recapitalization of their 
businesses and related assets both as a going concern outside of bankruptcy or in the context of a 
potential chapter 11 bankruptcy filing. 

   
Bayshore, among other things, prepared a confidential investment memorandum (the 

“CIM”) to assist in marketing the Debtors’ assets for sale or in raising additional debt or equity 
capital.  The CIM contains detailed information on the Debtors’ business, strategy, market 
position, growth opportunities, and historical and projected financial performance.  

 
Bayshore conducted an extensive marketing process, contacting over 100 parties, 

including potential strategic buyers operating within the Debtors’ industry as well as private 
equity firms, various lending institutions and the Debtors’ existing debt and equity security 
holders.  As a result of these efforts, approximately 28 parties entered into confidentiality 
agreements with the Debtors and were provided with the CIM.  Bayshore was significantly 
involved in various due diligence activities including creating management presentations, 
assembling data requests, and answering specific requests by potential buyers and capital 
providers.  Several parties conducted extensive due diligence, visited the Debtors’ facilities, and 
had discussions with various members of the management team and board of directors.  
Thereafter, Bayshore transmitted detailed bid instructions to interested parties and 6 parties 
submitted written indications of interest contemplating the acquisition of substantially all of the 
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Debtors’ assets to be effected in a bankruptcy setting, while 2 parties indicated an interest in 
providing subordinated debt capital to the Debtors outside of bankruptcy. 

 
After analyzing the offers, the Debtors in consultation with their advisors and CIBC, 

determined that Sun Capital Partners Group V, Inc.’s - (“Sun Capital”) offer provided the 
greatest value to the Debtors and their key constituents.  On December 21, 2009, the Debtors and 
Sun Capital executed a non-binding letter of intent (the “Letter of Intent”) pursuant to which Sun 
Capital proposed to acquire, subject to due diligence, certain of the Debtors’ assets for 
approximately $8,000,000 in cash plus the assumption of specified liabilities.  Importantly, the 
Letter of Intent permitted the Debtors to retain certain assets, including their interest in several 
tax refunds valued by the Debtors at approximately $5.5 million.     

 
To ensure that the assets were appropriately marketed and that the Debtors receive the 

highest and best price, the Letter of Intent contemplated that the assets would ultimately be sold 
through a Court approved auction and sale process under section 363 of the Bankruptcy Code. 

 
After arm’s length negotiations over both price and contract terms, on January 13, 2010 

the Debtors, as sellers, and Protective Products Enterprises, Inc., an affiliate of Sun Capital 
(“PPE”), as purchaser, entered into the Asset Purchase Agreement (the “Agreement”)., which 
provided for the sale of the assets identified in the Agreement (the “Acquired Assets”) to PPE, or 
to a higher bidder pursuant to the bidding procedures for which approval is sought in this 
Motion.  The Sale Motion also requested authority to assume and assign certain unexpired leases 
and executory contracts as provided in the Agreement.   

 
On January 20, 2010, the United States Department of Justice (the “DOJ”) made public 

an indictment of Mr. Caldwell and twenty-one executives and employees of different companies 
in the military and law enforcement products industry, charging them in a criminal indictment 
with violating the Foreign Corrupt Practices Act (“FCPA”).  No charges have been filed against 
the Company, and Mr. Caldwell is the only present employee of the Company to be implicated in 
the DOJ’s investigation.  The Company immediately commenced an internal investigation by its 
Audit Committee (comprised solely of independent directors) into the allegations against Mr. 
Caldwell.  The Audit Committee determined after its investigation that the Company was in 
compliance with the FPCA.  Mr. Caldwell was placed on administrative leave from his position 
as Chief Executive Officer and as a member of the Board of Directors.  The Company’s Chief 
Operating Officer, Neil Schwartzman, assumed the position of Acting Chief Executive Officer, 
effective January 20, 2010.  As a result of the indictment, PPE and the Debtors executed an 
Amended and Restated Asset Purchase Agreement. 

 
At the auction held February 18, 2010, PPE was the successful bidder.  On March 5, 

2010, the Debtors completed the sale of substantially all of their assets to PPE pursuant to a 
Second Amended and Restated Asset Purchase Agreement dated as of  February 19, 2010 (as 
amended, the “Asset Purchase Agreement”) and approved by order of the Bankruptcy Court 
entered on February 22, 2010.  Under the amended arrangements, the purchase price for the 
acquired assets consisted of (i) $10,700,000 in cash, (ii) the assumption of certain liabilities, and 
(iii) the contribution of $50,000 in respect of cure amounts owed to certain of the Debtors’ 
contract counterparties.   The Debtor will retain, 42.858% of income tax refunds in excess of $2 
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million (the first $2 million of such refunds being payable to PPE).  Attached hereto as Exhibit 

B is a schedule of the potential additional purchase price to be paid by PPE on account of the 
sale of the Debtors’ rights to receive tax refunds.  As a result of the closing under the Asset 
Purchase Agreement CIBC was paid in full and that the remaining proceeds of the sale (subject 
to an escrow for state taxes) and payment of costs relating to the sale, will be available for 
payment of administrative expenses and distribution to the Debtors’ other creditors.   

ARTICLE V 

FINANCIAL INFORMATION 

The Debtors issued audited financial statements for calendar year 2008.  The Debtors 
have also prepared unaudited financial statements year-to-date for November 30, 2009.  
Summaries of these financial statements are attached as Exhibit C to this Disclosure Statement. 

ARTICLE VI 

LEGAL PROCEEDINGS 

The following is a summary of material litigation involving the Debtors that existed as of 
the Petition Date, including potential claims and causes of action that arose as a result of the 
filing of the Bankruptcy Cases. 

 
A. Lyon Financial Services, Inc. d/b/a Bancorp Manifest Funding Services v. 

Ceramic Protection Corporation of America d/b/a CPC of America, filed in the Superior 

Court of the State of Delaware and for New Castle County, Delaware, Case No. 09C-08-148 

JEB – breach of contract action. 

B. Avoidance Actions 

During the 90-day period immediately preceding the Petition Date, the Debtors made 
various payments and other transfers to creditors on account of antecedent debts.  In addition, 
during the one-year period before the Petition Date, the Debtors made certain transfers to, or for 
the benefit of, certain “insider” creditors.  Some of those payments may be subject to avoidance 
and recovery by the Debtors’ bankruptcy estates as preferential and/or fraudulent transfers 
pursuant to Bankruptcy Code sections 329, 544, 547, 548 and 550.  The Debtors will hold all 
claims, causes of action, and other legal and equitable rights that the Debtors had (or had power 
to assert) immediately prior to confirmation of the Plan, including actions for the avoidance and 
recovery of estate property under Bankruptcy Code sections 329 and 550, or transfers avoidable 
under Bankruptcy Code sections 544, 545, 547, 548, 549 or 553(b), and the Debtors may 
commence or continue, in any appropriate court or tribunal, any suit or other proceeding for the 
enforcement of such actions.  In connection with the sale to PPE, PPE acquired Avoidance 
Actions and Rights of Action against counterparties to Assumed Contracts, as set forth on 
Schedule 2.1(ii) of the Asset Purchase Agreement. 

The Debtors’ Schedules of Assets and Liabilities identify creditors whose Claims are 
disputed, and the Debtors’ Statement of Financial Affairs identifies the parties who received 
payments and transfers from the Debtors, which payments and transfers may be avoidable under 
the Bankruptcy Code.  Moreover, the Debtors continue to investigate Avoidance Actions and 
Rights of Action they may have against third parties.  The Debtors have not completed their 
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investigation of potential objections to Claims, Avoidance Actions and Rights of Action; 
therefore, the Debtors are unable to provide any meaningful estimate of amounts that could be 
recovered.  Any recoveries from Claims, Avoidance Actions and Rights of Action shall vest in 
the Debtors free and clear of all Liens of any kind in accordance with Article 8 of the Plan.  
EXCEPT AS PROVIDED IN THE ASSET PURCHASE AGREEMENT, THE PLAN 

DOES NOT, AND IS NOT INTENDED TO, RELEASE ANY SUCH RIGHTS OF 

ACTION, AVOIDANCE ACTIONS, OR OBJECTIONS TO PROOFS OF CLAIM.  ALL 

SUCH RIGHTS ARE SPECIFICALLY RESERVED IN FAVOR OF THE DEBTORS. 

Creditors should understand that legal rights, Claims and Rights of Action the Debtors 
may have against them, other than those acquired by the Purchaser, if any exist, are retained 
under the Plan for prosecution unless a specific order of the Court authorizes the Debtors to 
release such Claims.  As such, Creditors are cautioned not to rely on (i) the absence of the listing 
of any legal right, Claim or Right of Action against a particular creditor in the Disclosure 
Statement, Plan, Schedules of Assets and Liabilities or Statement of Financial Affairs or (ii) the 
absence of litigation or demand prior to the Effective Date of the Plan as any indication that the 
Debtors do not possess or do not intend to prosecute a particular right, Claim or Right of Action 
if a particular Creditor votes to accept the Plan.  It is the expressed intention of the Plan to 
preserve rights, Claims, and Rights of Action of the Debtors, other than those acquired by the 
Purchaser, whether now known or unknown, for the benefit of the Debtors’ Estates and their 
Creditors. 

ARTICLE VII 

POST-BANKRUPTCY OPERATIONS AND  

SIGNIFICANT EVENTS IN BANKRUPTCY 

A. Post-Bankruptcy Operations 

Since the Petition Date, the Debtors have continued to operate their businesses and 
manage their properties in the normal course as debtors-in-possession. 

B. First Day Orders 

On or shortly after the Petition Date, the Debtors filed a number of motions designed to 
allow them to continue operating their business in the ordinary course without unnecessary 
disruption as a result of the bankruptcy filings.  Pursuant to those motions, the Bankruptcy Court 
entered orders that, among other things, granted the Debtors the authority to: 

• establish certain notice, case management and administrative procedures; 

• retain Berger Singerman, P.A. as their general bankruptcy counsel; 

• retain Bayshore Partners, LLC as Investment Bankers; 

• establish procedures for payment of professionals; 
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• pay prepetition accrued wages, salaries, medical benefits, and reimbursable 
employee expenses and to administer the Debtors’ benefit plans in the 
ordinary course; 

• maintain insurance policies, including payment of premiums when due; 

• maintain existing bank accounts, business forms and cash management 
structure; 

• establish notice and hearing procedure for claims and stock trading in PPA; 

• obtain postpetition financing; 

• pay certain domestic critical vendors; and 

• authorize auction procedures for the sale of  all of the Debtors’ assets. 

The Bankruptcy Court also entered an order directing the Bankruptcy Cases to be jointly 
administered. 

C. Creditors Committee 

On January 27, 2010, the United States Trustee filed an Appointment and Notice of 
Appointment of Joint Committee of Creditors Holding Unsecured Claims.  Pursuant to this 
notice, the following members were appointed: 

1. Todd Lair, President, Leading Technology Composites, Inc. 

2. Scott L. Spitzer, Senior Vice President, General Counsel, Bowne & Co., Inc. 

3. Tim Fiess, Credit Manager, TVP, Inc. d/b/a Top Value Fabrics 

 

D. Employment of Professionals 

Pursuant to orders entered by the Bankruptcy Court, the following Professionals were 
retained: 

Professional Retained by Debtors as: 

Berger Singerman, P.A. Bankruptcy Counsel 

Bayshore Partners, LLC Investment Banking Services 

Arent Fox, LLP Creditors’ Committee Co-Counsel 

Genovese Joblove & Battista, P.A. Creditors’ Committee Co-Counsel 

 

The Professionals retained by the Debtors’ Estates are required to prepare monthly 
invoices and file quarterly fee applications pursuant to the Fee Procedures Order entered by the 
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Bankruptcy Court and are entitled to receive monthly payment of fees and expenses subject to a 
twenty percent (20%) holdback for fees. 

E. Schedules and Statement of Financial Affairs 

The Debtors filed their Schedules of Assets and Liabilities and Statements of Financial 
Affairs on  February 3, 2010.  On April 7, 2010, the Debtors filed amended Schedules of Assets 
and Liabilities, amending schedule F for PPA and schedule B for PPI.   

F. Other Significant Actions 

1. DIP Credit Facility 

On January 21, 2010, the Bankruptcy Court entered the Interim DIP Order authorizing 
the Debtors to enter into certain debtor-in-possession financing arrangements to borrow 
$740,000 on a post-petition basis and grant liens in their assets to secure such borrowings.  The 
availability under the DIP Credit Agreement is based on cash budget approved by the DIP 
Lender. 

The DIP Lender was granted a first priority lien on substantially all the Debtors’ assets.  
As more particularly described in the DIP Credit Agreement and the DIP Order, the DIP Credit 
Facility is secured by a first priority lien and security interest on all of the Debtors’ existing and 
future acquired property and interests of any nature whatsoever, real and personal, tangible and 
intangible, including accounts receivable, general intangibles, payment intangibles, supporting 
obligations, investment property, commercial tort claims, inventory, rolling stock, machinery, 
equipment, subsidiary capital stock, chattel paper, documents, instruments, deposit accounts, 
contract rights, and tax refunds of the Debtors (the “DIP Collateral”).   

Amounts owed by the Debtors to the DIP Lender pursuant to the DIP Credit Facility have 
been granted super-priority administrative claim status, and will have priority over any 
administrative expenses of the kind specified in, among other sections, sections 105, 326, 330, 
331, 503(b), 506(c), 507(a), 507(b), and 726 of the Bankruptcy Code.  

The Debtors did not draw under the DIP Credit Facility, but used cash collateral to fund 
there operations, but rather used existing Cash Collateral.  

G. Summary of Claims 

The General Bar Date for filing proofs of claim in the Bankruptcy Cases is May 18, 2010, 
with the exception of proofs of claims filed by Governmental Units, which must be filed on or 
before July 12, 2010. 

As to Priority Unsecured Tax Claims, Priority Unsecured Non-Tax Claims, and Secured 
Claims, the Debtors believe that the final amount of Priority Unsecured Non-Tax Claims and 
Secured Claims will be consistent with the amounts reflected on the Schedules of Assets and 
Liabilities.  The Debtors believe that the Priority Unsecured Tax Claims will be significantly 
lower, in that the Debtors’ dispute the State of California Franchise Tax Board’s claim that is in 
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excess of $1,300,000.  The Debtors believe that once they file the requisite tax returns, the 
amount of the claim will be de minimis. 

Administrative Claims will be comprised of amounts due the Lender, if any, under the 
DIP Credit Facility and professional fees of the Estate’s professionals.  These Administrative 
Claims are estimated to be $_____ on the Effective Date. 

As to General Unsecured Claims, the Debtors have compared the filed proofs of claim (as 
of _________________) to those scheduled by the Debtors.  The total of scheduled Unsecured 
Claims are $____________ (exclusive of Intercompany Claims).  Proofs of claim have been filed 
in the amount of $______________ (as of _______________).  The total of scheduled Claims 
for which a proof of claim has not yet been filed and the total proofs of claim filed were 
aggregated to yield a total base of potential Claims.  The chart below illustrates this preliminary 
reconciliation of General Unsecured Claims to an estimated final allowed amount: 
 

 Amount 
Total Filed Unsecured Proofs of Claim  
Total Scheduled Unsecured Claims for which no 
proof of claim was filed (excluding Intercompany 
Claims) 

 

Less critical  vendor payments 
Less payments made to employees 

 

Less Estimated Disputed Claims  

Preliminary estimate of General Unsecured 
Claims 

 

 
This estimate may differ materially from the ultimate amount of Allowed General 

Unsecured Claims as the reconciliation of claims performed by the Debtors is a preliminary 
analysis, objections by the Debtors to disputed claims may or may not be sustained by the Court, 
or may be sustained only in part, and the estimate does not include any rejection damages for 
Executory Contracts to be rejected during the Bankruptcy Case or under the Plan (for which a 
proof of claim is yet to be filed). 

ARTICLE VIII 

DESCRIPTION OF THE PLAN 

A. Introduction 

A summary of the principal provisions of the Plan and the treatment of Classes of 
Allowed Claims and Allowed Equity Interests is outlined below.  The summary is entirely 
qualified by the Plan.  This Disclosure Statement is only a summary of the terms of the Plan; it is 
the Plan (and not the Disclosure Statement) that governs the rights and obligations of the parties. 

B. Designation of Claims and Equity Interests/ Impairment 

The following is a designation of the classes of Claims and Equity Interests under the 
Plan.  In accordance with Bankruptcy Code section 1123(a)(1), Administrative Claims, 
Professional Compensation Claims, and Priority Unsecured Tax Claims have not been classified 
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and are excluded from the following Classes.  A Claim or Equity Interest is classified in a 
particular Class only to the extent that the Claim or Equity Interest qualifies within the 
description of that Class, and is classified in another Class(es) to the extent that any remainder of 
the Claim or Equity Interest qualifies within the description of such other Class(es).  A Claim or 
Equity Interest is classified in a particular Class only to the extent that the Claim or Equity 
Interest is an Allowed Claim or Allowed Equity Interest in that Class and has not been paid, 
released or otherwise compromised before the Effective Date; a Claim or Equity Interest that is 
not an Allowed Claim or Equity Interest is not in any Class.  Notwithstanding anything to the 
contrary in the Plan, no Distribution shall be made on account of any Claim that is not an 
Allowed Claim. 

The following are the designations for the Classes of Claims against and Equity Interests 
in PPA: 
 

Class PPA - 1 Allowed Priority Unsecured Non-Tax Claims 
Class PPA - 2 Allowed  Secured Claims 
Class PPA -3  Allowed Subordinated Debenture Holder Claims 
Class PPA - 4 Allowed General Unsecured Claims 
Class PPA - 5 Allowed Equity Interests 
Class PPA - 6 Allowed Subordinated Claims 
 

The following are the designations for the Classes of Claims against and Equity Interests 
in PPI: 
 

Class PPI - 1 Allowed Priority Unsecured Non-Tax Claims 
Class PPI - 4 Allowed General Unsecured Claims 
Class PPI - 5 Allowed Equity Interests 
Class PPI - 6 Allowed Subordinated Claims 
 

The following are the designations for the Classes of Claims against and Equity Interests 
in PPNC: 
 

Class PPNC - 4 Allowed General Unsecured Claims 
Class PPNC - 5 Allowed Equity Interests 
Class PPNC - 6 Allowed Subordinated Claims 
 

The following are the designations for the Classes of Claims against and Equity Interests 
in CPC Holding: 
 

Class CPC Holding – 4 Allowed General Unsecured Claims 
Class CPC Holding - 5 Allowed Equity Interests 
Class CPC Holding - 6 Allowed Subordinated Claims 

 
The following are the designations for the Classes of Claims against and Equity Interests 

in CPC Corp.: 
 

Class CPC Corp. - 1 Allowed Priority Unsecured Non-Tax Claims 
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Class CPC Corp. - 4 Allowed General Unsecured Claims 
Class CPC Corp. - 5 Allowed Equity Interests 
Class CPC Corp. - 6 Allowed Subordinated Claims 
 

Priority Unsecured Non-Tax Claims and Secured Claims in Classes PPA -1, 2,  PPI-1, 
and CPC Corp -1 are not Impaired under the Plan.  Pursuant to Bankruptcy Code section 1126(f), 
holders of Claims within those Classes are conclusively presumed to have accepted the Plan, and 
therefore are not entitled to vote to accept or reject the Plan.   

All Claims and Equity Interests (other than those Priority Unsecured Non-Tax Claims 
and Secured Claims in Classes PPA-1, 2, PPI-1,  and CPC Corp.-1) are Impaired under the Plan.  
Except as otherwise specified in the Disclosure Statement Approval Order, holders of Claims 
and Equity Interests in those Classes are entitled to vote to accept or reject the Plan. 

Holders of Allowed Subordinated Claims in Classes PPA-6. PPA-6, PPNC-6, CPC 
Holding-6, and CPC Corp-6 are not receiving any Distributions on account of such Claims under 
the Plan.  Interestholders in Class PPA-5. PPA-5, PPNC-5, CPC Holding-5, and CPC Corp-5 
will not retain their Equity Interests, and no Distributions on account of such Equity Interests 
will be made under the Plan.  Under Bankruptcy Code section 1126(g), such Interestholders and 
Claimholders are conclusively presumed to have rejected the Plan, and therefore the Debtors will 
not solicit their votes. 

C. Treatment of Claims and Interests 

1. Treatment of Unclassified Claims 

a. Payment of Administrative Claims, Administrative Tax Claims, 

Professional Compensation Claims, and Allowed Priority 

Unsecured Tax Claims 

Administrative Claims are claims, causes of action, rights, or other liabilities that are 
entitled to priority under sections 503(b) and 507(a)(2) of the Bankruptcy Code.  Those expenses 
include (a) all actual and necessary costs and expenses related to the preservation of the 
bankruptcy estates or the operation of the Debtors’ businesses, (b) compensation for legal, 
financial, advisory, accounting and other services, and reimbursement of expenses awarded 
under sections 330(a) or 331 of the Bankruptcy Code, and (c) all fees and charges assessed 
against the bankruptcy estates under 28 U.S.C. § 1930.  Administrative Tax Claims are 
Administrative Claims held by a Governmental Unit for taxes and related interest for any tax 
year or period, all or any portion of which accrued or became due on or after the Petition Date 
through and including the Effective Date.  Under the Plan, the Plan Administrator, to the extent 
not previously paid, shall pay Allowed Administrative Claims and Allowed Administrative Tax 
Claims (except Professional Compensation Claims and Ordinary Course Liabilities) arising 
through the Confirmation Date within ten (10) days after the later of (a) the Effective Date and 
(b) the Allowance Date.  

Professional Compensation Claims are claims for compensation and reimbursement of 
expenses of a Professional retained in the Debtors’ Bankruptcy Cases or any chapter 11 trustee, 
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and requested in accordance with the provisions of sections 326, 327, 328, 330, 331, 503(b) or 
1103 of the Bankruptcy Code.  Except to the extent the Bankruptcy Court has ordered otherwise, 
Allowed Professional Compensation Claims arising through the thirtieth day after the Effective 
Date shall be paid within ten (10) days after the Allowance Date (i) first, from the balance of any 
retainers held by Professionals until fully exhausted; and (ii) second, from the Debtors’ Cash. 

Ordinary Course Liabilities are Administrative Claims (other than a Professional 
Compensation Claim or Administrative Tax Claim) based on liabilities incurred in the ordinary 
course of the Debtors’ businesses.  The Debtors shall pay each Ordinary Course Liability 
pursuant to the payment terms and conditions of the particular transaction giving rise to the 
Ordinary Course Liability.  The Court has set April 30, 2010 as the deadline for filing 
Applications for Allowance of Administrative Expense Claims. 

Priority Unsecured Tax Claims are Unsecured Claims that are entitled to priority status 
under section 507(a)(8) of the Bankruptcy Code.  Allowed Priority Unsecured Tax Claims shall 
be satisfied in full at the election of the Debtors as follows: (i) execution and issuance of a Plan 
Note to the holder of such Claim on the principal terms and conditions set forth in the Plan; (ii) 
payment of Cash in the amount of the Allowed Priority Unsecured Tax Claim plus accrued 
interest after the Confirmation Date at the Tax Interest Rate; or (iii) pursuant to an agreement 
reached with the holder of such Claim.   

b. Bar Dates for Unclassified Claims 

All applications or other requests for payment of Administrative Claims arising on or 
before the Confirmation Date must be filed with the Bankruptcy Court and served on counsel for 
the Debtors, the U. S. Trustee, and the Committee within thirty (30) days after the Effective Date 
or by such earlier deadline governing a particular Administrative Claim contained in an order of 
the Bankruptcy Court entered before the Effective Date.  Any Administrative Claim for which an 
application or request for payment is not filed by such deadline shall be discharged and forever 
barred. 

All applications or other requests for payment of Professional Compensation Claims 
arising on or before the thirtieth day after the Effective Date must be filed with the Bankruptcy 
Court and served on counsel for the Debtors, the U.S. Trustee, and the Committee on or before 
the deadline established in the Solicitation Procedures Order.  Any Professional Compensation 
Claims for which an application or other request for payment is not filed by such deadline shall 
be discharged and forever barred. 

c. U.S. Trustee Fees 

The Plan Administrator shall pay within ten (10) days after the Effective Date all fees 
incurred under 28 U.S.C. § 1930(a)(6) for the period ending on the Effective Date and shall 
further pay all fees incurred under 28 U.S.C. § 1930(a)(6) based upon disbursements made by the 
reorganized Debtors for the period commencing on the Effective Date through the earlier of the 
closing of the Bankruptcy Cases by the issuance of a final decree by the Bankruptcy Court or 
upon entry of an order dismissing or converting the Bankruptcy Cases to chapter 7.  The Plan 
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Administrator shall provide an appropriate affidavit indicating the cash disbursements for the 
period ending on the Confirmation Date and all relevant periods thereafter. 

d. Satisfaction of the DIP Credit Facility 

The Plan Administrator shall pay in Cash all outstanding obligations due under the DIP 
Credit Facility on the earlier of (a) the date required under the DIP Credit Facility and (b) such 
other date as the Court may direct.  On the indefeasible payment in full, in Cash, of such 
obligations, the Liens securing the DIP Credit Facility shall be deemed canceled, extinguished 
and of no further force or effect.  On satisfaction of the outstanding obligations due under the 
DIP Credit Facility, the DIP Lender or the agent under the DIP Credit Facility shall perform all 
acts reasonably required and/or reasonably requested by the Debtors to cancel and extinguish any 
liens and security interests filed in the public records. 

2. Classification and Treatment of Classified Claims and Equity Interests 

a. General 

It is not possible to predict precisely the total amount of Claims in a particular Class or 
the Distributions that will be ultimately paid to holders of Claims in the different Classes because 
of the variables involved in the calculations (including the results of the claims objection 
process).  Notwithstanding, the estimates specified for each Class are based on information 
known to the Debtors on the date of this Disclosure Statement. 

b. Treatment of Allowed Priority Unsecured Non-Tax Claims 

(Classes _________) 

Priority Unsecured Non-Tax Claims are Unsecured Claims that are entitled to priority in 
payment under sections 507(a)(2)-(7) and 507(a)(9)-(10) of the Bankruptcy Code.  The Plan 
Administrator shall pay each Allowed Priority Unsecured Non-Tax Claim within ten (10) days 
after the later of (i) the Effective Date or (ii) the Allowance Date.   

c. Treatment of Allowed Secured Claim (Class PPA 2) 

The Secured Claim means the Secured Claim arising under or related to the CIBC Credit 
Facility. 

The Secured Claim shall be allowed in the principal amount of $7.6 million plus any 
accrued and unpaid interest, cost, expenses, or fees owing thereunder through the Effective Date 
(to the extent allowed under Bankruptcy Code section 506(b)).  The holders of the Secured 
Claim shall be paid in Cash on the later of the Effective Date or such date the Secured Claim 
becomes an Allowed Secured Claim in satisfaction of such Claim.   

Upon payment in full of the Secured Claim, all Liens securing the Secured Claim and 
related documents shall be canceled and extinguished and of no further force or effect.  In 
addition, on the Effective Date and the payment in full of the Secured Claim, and all obligations 
of the holders of the Secured Claim thereunder shall terminate, and no further credit extensions 
shall occur thereunder, or under any letter of credit issued in connection therewith, by any party.  
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The holders of the Secured Claim and/or their agent are authorized and directed to perform all 
acts reasonably required and/or reasonably requested by the Debtors to cancel and/or extinguish 
any Liens and/or security interests filed in any public records at no cost to the Carlyle Entities. 

. 

d. Treatment of Allowed Subordinated Debenture and General 

Unsecured Claims (Classes PPA-3, 4, PPI-4, CPC Corp.-4, CPC 

Holding-4, PPNC-4) 

Subordinated Debenture and General Unsecured Claims are Unsecured Claims (unless 
otherwise ordered by the Bankruptcy Court or agreed to by the Debtors), that are not: (a) 
Administrative Claims; (b) Administrative Tax Claims; (c) Professional Compensation Claims; 
(d) Priority Unsecured Tax Claims; (e) Priority Unsecured Non-Tax Claim; (f) Intercompany 
Claims; or (g) Subordinated Claims.   

Each holder of an Allowed Subordinated Debenture or General Unsecured Claim shall 
receive a Pro Rata Share of remaining proceeds following payment of Allowed (a) 
Administrative Claims; (b) Priority Unsecured Non-Tax Claims; (c) Secured Claims; (d) 
Subordinated Debenture and General Unsecured Claims; (e) Equity Interests; and (f) 
Subordinated Claims. 

e. Treatment of Allowed Equity Interests (Classes PPA-5, PPI-5, 

CPC Corp.-5, CPC Holding-5, PPNC-5) 

Equity Interests are (a) all rights arising from any capital stock, partnership interest, 
membership interest, and any other equity security (as defined in section 101(16) of the 
Bankruptcy Code), and (b) all warrants, options, and rights (whether fixed or contingent, 
matured or unmatured, disputed or undisputed), whether contractual, legal, equitable, or 
otherwise to acquire such equity interests.  On the Effective Date, the Equity Interests in PPA, 
PPI, CPC Corp., CPC Holding, and  PPNC shall be canceled and shall not be entitled to any 
Distribution under the Plan.  

f. Treatment of Allowed Subordinated Claims (Classes PPA-6, 

PPI-6, CPC Corp.-6, CPC Holding-6, PPNC-6) 

A Subordinated Claim is a Claim that is subordinated to General Unsecured Claims 
pursuant to (a) a contract or agreement, (b) a Final Order declaring that such Claim is 
subordinated in right of payment, or (c) any applicable provision of the Bankruptcy Code, 
including section 510, or other applicable law.  Subordinated Claims specifically include any 
Claim for punitive damages provided for under applicable law.  Holders of Allowed 
Subordinated Claims shall not receive any Distributions, nor retain any Estate Property or 
interest in Estate Property, on account of such Claims.   

D. Assumption of Certain Executory Contracts Under the Plan 

Pursuant to the terms of the Asset Purchase Agreement, certain executory contracts 
demonstrated by PPE were assumed and assigned to PPE and certain other executory contracts 
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were rejected.  The Notice of Filing Final Schedule of Assumed and Rejected Executory 
Contracts was filed by the Debtors on March 9, 2010 [D.E. # 152].  Further, the Motion to Reject 
Executory Contracts was filed on April 6, 2010 [D.E. # 176]. 

 
Cure costs associated with the assumed contracts were paid in connection with the 

closing on the sale to PPE. 
 
Should PPE chose to assume the real property lease for the facility located at 1649 NW 

136th Ave., Building J, Sunrise, FL, any cure costs associated with the assumption of that lease 
will be borne by PPE. 

 
E. Rejection of Certain Executory Contracts 

Each Executory Contract that is not an Assumed Executory Contract shall be rejected as 
of the Confirmation Date (which rejection shall be effective on the Effective Date), and such 
rejected Executory Contracts shall no longer represent the binding obligations of the reorganized 
Debtors after the Confirmation Date.  Entry of the Confirmation Order shall constitute approval 
of such rejections under Bankruptcy Code sections 365 and 1123.  Neither the inclusion nor 
exclusion of any contract or lease on the Assumption Schedule, nor anything contained in the 
Plan, shall constitute an admission by the Debtors that such contract or lease is an Executory 
Contract or that any Debtor has any liability thereunder. 

F. Rejection Claims.   

Any Claim arising out of the rejection of an Executory Contract pursuant to the 
Confirmation Order must be filed with the Bankruptcy Court on or before the Rejection Claim 
Bar Date, and shall be served on counsel for the Debtors, the U.S. Trustee, the Exit Funding 
Party, and the Committee.  Any such Claims not filed by the Rejection Claim Bar Date shall be 
discharged and forever barred.  Each Allowed Claim arising from the rejection of an Executory 
Contract shall be treated as an Allowed General Unsecured Claim. 

G. Releases and Exculpation Under the Plan 

Except as otherwise provided for in the Plan, on the Effective Date, each of the 

Debtors (on behalf of themselves and their respective Estates), as applicable, shall be 

deemed to have released the Debtors’ officers, directors and CRO (who were officers and 

directors of the Debtors on or after the Petition Date) and professionals from any and all 

claims, causes of actions, and other liabilities arising before the Effective Date from the 

actions taken or not taken in connection with the Plan, and the Debtors’ Bankruptcy 

Cases; provided, however, that the Debtors (on behalf of themselves and their respective 

Estates), shall not be deemed to have released any such person or entity from liability for 

gross negligence, willful misconduct, or fraud. 

 

In addition, except as otherwise provided for in the Plan, each of (i) the Debtors and 

their respective officers, directors, CRO and managers (who were officers and directors of 

the Debtors on or after the Petition Date); (ii) the non-attorney Professionals; (iii) CIBC, its 

agents, officers, directors, employees, managers, members, advisors, attorneys, successors, 
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assigns, and agents; and (iv) the Committee shall have no liability to any Claimholder, 

Interestholder, or other Person for any act or omission in connection with, relating to, or 

arising out of the Asset Purchase Agreement and sale to PPE or the filing of the 

Bankruptcy Cases, administration of the Bankruptcy Cases, including the negotiation, 

preparation, and pursuit of confirmation of the Plan, the confirmation of the Plan, the 

consummation of the Plan (including all Distributions thereunder), the administration of 

the Plan or the Estate Property to be distributed under the Plan, except for any liability 

based on willful misconduct, gross negligence or fraud; provided, however, that non-

attorney Professionals shall not be exculpated for any claims, causes of action, or liabilities 

expressly excepted from their indemnification rights under their retention agreements with 

the Debtors approved by the Bankruptcy Court pursuant to a Final Order.  In all such 

instances, such parties shall be and have been entitled to reasonably rely on the advice of 

counsel with respect to their duties and responsibilities in connection with the Bankruptcy 

Cases and under the Plan.  Any and all claims, causes of actions, rights, or any liabilities 

described above in this section held by any Person or party in interest against (i) the 

Debtors and their respective officers, directors, CRO and managers (who were officers and 

directors of the Debtors on or after the Petition Date); (ii) the non-attorney Professionals; 

(iii) CIBC, its agents, its advisors, attorneys, successors, assigns, and agents; and (iv) the 

Committee are fully waived, barred, released, and discharged in all respects (except as to 

rights, obligations, duties, and claims established under the Plan) unless any such claim, 

cause of action, right, or other liability is asserted by filing an appropriate pleading in the 

Bankruptcy Court on or before thirty (30) days after the Confirmation Date.  Nothing 

contained in section 9.3 of the Plan shall (y) operate as a release, waiver, or discharge of 

any claim, cause of action, right, or other liability against the Committee member in any 

capacity other than as Committee member or (z) revive any claim, cause of action, right or 

other liability waived, barred, or released under the Final DIP Order or prevent or limit 

any party’s right to object to any Professional Compensation Claim asserted in the 

Bankruptcy Cases.  Notwithstanding the foregoing, with respect to attorney Professionals, 

any and all claims, causes of action, and other liabilities arising on or before the Effective 

Date against such attorney Professionals must be asserted by a filing an appropriate 

pleading in the Bankruptcy Court on or before sixty (60) days after the Confirmation Date, 

and the failure to do so shall result in any and all such claims, causes of action, and 

liabilities being forever waived, barred, released, and discharged; provided, however, the 

foregoing time limitation shall not apply to claims, causes of action, or other liabilities for 

fraud, willful conduct, or gross negligence against such attorney Professionals.   

Prior to the Petition Date, the Debtors extended the current directors and officers’ liability 
insurance policy in effect through February 25, 2012, which extension covers the current and 
former directors and officers of the Debtors. 

The Debtors believe the releases and exculpations provided in the Plan are appropriate 
for a number of reasons.  First, as to the releases, the releases are limited in scope and only 
provide for the release of the Debtors’ claims against current officers as of the Closing Date.  
The Debtors believe this type of release is appropriate since the Debtors may have to indemnify 
current officers for litigation defense costs under applicable state statutes.  As to the 
exculpations, the Debtors also believe they are appropriate for a number of reasons, including 
their limited nature and the manner in which they protect the Debtors.  First, the exculpations 
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only discharge claims generally related to the decision to file the Bankruptcy Cases and the 
administration of the Bankruptcy Cases, therefore, the claims discharged are limited in scope.  
Second, the exculpations do not automatically discharge claims, but act as a bar date for 
asserting claims.  The exculpations provide for the discharge of claims only after the expiration 
of thirty (30) days from the Confirmation Date.  The bar date is sixty (60) days from the 
Confirmation Date with respect to claims against attorney Professionals. 

H. De Minimus Distribution.   

Neither the Debtors nor the Plan Administrator shall have any obligation to make a 
Distribution on account of an Allowed General Unsecured Claim if (a) the aggregate amount of 
the General Unsecured Creditor Distribution to be made on the particular Distribution Date is 
less than $50,000 in the aggregate, except the final Distribution, or (b) the aggregate amount to 
be distributed to the specific holder of an Allowed General Unsecured Claim(s) on the particular 
Distribution Date does not constitute a final Distribution to such holder and is or has an 
economic value less than $100. 

ARTICLE IX 

MEANS FOR EXECUTION AND IMPLEMENTATION OF THE PLAN 

A. Introduction 

The Plan will be implemented through a distribution of the proceeds from the Sale 
Transaction, the Debtors’ share of future tax refunds, and proceeds from any avoidance actions, 
if any.    The following discussion outlines the general terms of the contemplated reorganization 
of the Debtors’ and certain actions that will be taken to close the transactions contemplated by 
the Plan. 

B. Purpose of the Plan Administrator 

The Plan Administrator will hold and monetize all the Remaining Assets for the benefit 
of the Creditors of the Debtors’ Estates, and for payments of all Allowed Claims in accordance 
with the provisions of this Plan.  The Plan Administrator was not selected by the United States 
Trustee, will not be supervised by the United States Trustee, and is not bonded in favor of the 
United States in an amount set by the United States Trustee.  The Plan Administrator shall be a 
panel trustee serving in the Southern District of Florida and shall be identified prior to the 
hearing on the Disclosure Statement. 
 

C. Authority 

The Plan Administrator shall have the power and authority to perform the following acts 
(subject to Court approval where applicable), in addition to any powers granted by law or 
conferred to it by any other provision of the Plan; provided however, that enumeration of the 
following powers shall not be considered in any way to limit or control the power of the Plan 
Administrator to act as specifically authorized by any other provision of this Plan and to act in 
such manner as the Plan Administrator may deem necessary or appropriate to discharge all 
obligations assumed by the Plan Administrator or provided herein and to conserve and protect 
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Remaining Assets or to confer on the Creditors the benefits intended to be conferred upon them 
by this Plan: 

 

• Open and maintain accounts in accordance with Section 345 of the Bankruptcy Code. 

• Perfect and secure the Plan Administrators right, title and interest to the properties 
comprising the Remaining Assets. 

• Manage, protect and monetize the Remaining Assets and distribute the net proceeds 
as described herein. 

• Grant options to purchase, contracts to sell, the Remaining Assets or any part or parts 
thereof. 

• Release, convey or assign any right, title or interest in the Remaining Assets. 

• Purchase insurance, including “tail” coverage, to protect the Plan Administrator, and 
its officers and directors,  and the Remaining Assets from liability. 

• Deposit estate funds, draw checks and make disbursements thereof. 

• Employ and retain, and discharge and dismiss, appraisers, financial advisors, 
attorneys, accountants, auctioneers, agents and such other professionals as the Plan 
Administrator may deem necessary or appropriate to assist in fulfilling the purposes 
of the Plan, including payment to its professionals, in connection with any ongoing 
litigation being pursued or conducted by the Plan Administrator, and to pay 
reasonable charges, commissions and compensation to all of the foregoing, subject to 
review, and approval by the Court. 

• Exercise any and all powers granted to the Plan Administrator by any agreements, by 
common law or any statute which serves to increase the extent of the powers granted 
to the Plan Administrator hereunder. 

• Take such other action as the Plan Administrator may determine to be necessary or 
desirable to carry out the purpose of this Plan. 

• Commence or prosecute, for its own account or in the name of the Debtors (or any of 
them), any Causes of Action, any lawsuit or other legal or equitable action, including 
filing objections to Claims, in any court of competent jurisdiction which are 
necessary to carry out the terms and conditions of the Plan. 

• Settle, compromise or adjust pursuant to the standards of Bankruptcy Rule 9019 
(which shall be deemed to apply to all Post-Confirmation settlements) any disputes or 
controversies in favor of, or against, the Plan Administrator, subject to approval by 
the Court. 

• Appoint, remove and act through agents, managers and employees and confer upon 
them such power and authority as may be necessary or advisable. 

• Have instituted all claims and causes of action which can be brought by a trustee or 
the Debtors under the Code and prosecute or defend all appeals on behalf of the 
Debtors or the Plan Administrator. 

• Prepare and file tax returns, as mandated by applicable state and federal law. 

• In general, without in any manner limiting any of the foregoing, deal with the 
Remaining Assets or any part or parts thereof in all other ways as would be lawful for 
any person owning the same to deal therewith, whether similar to, or different from, 
the ways above specified at any time or times hereafter. 
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D. Substantive Consolidation 

The Debtors and their respective Estates shall be substantively consolidated solely for 
purposes of voting on, and distributions under, the Plan.  Substantive consolidation is necessary 
in that all of the Debtors collective assets were sold and there was no allocation of the purchase 
price on account of the respective Debtors’ assets.  As a result of the substantive consolidation, 
(i) all Intercompany Claims by and among the Debtors (including such Claims arising from the 
rejection of any Executory Contract) will either be eliminated or shall remain in place but shall 
not be entitled to any Distributions under the Plan, (ii) any obligation of any of the Debtors and 
all guarantees thereof executed by any of the Debtors will be deemed to be an obligation of each 
of the Debtors, (iii) any Claim filed or asserted against any of the Debtors will be deemed a 
Claim against each of the Debtors, (iv) for purposes of determining the availability of any right 
of setoff under Bankruptcy Code section 553, the Debtors will be treated as one entity so that 
(subject to the other provisions of Bankruptcy Code section 553) debts due to any of the Debtors 
may be offset against the debts owed by any of the Debtors.  The substantive consolidation 

contemplated by this section shall not, however, cause any Debtor to be liable for any 

Claim or Equity Interest for which it would not otherwise be liable absent the substantive 

consolidation under the Plan.  

The substantive consolidation of the bankruptcy estates for Distribution purposes has no 
prejudicial effect on Creditors of the Debtors’ estates. 

On the Effective Date, except as otherwise provided for in the Plan, all Claims based on 
guarantees of collection, payment, or performance made by any Debtor concerning the 
obligations of another Debtor shall be discharged, released, and without further force or effect.  
Additionally, holders of Allowed Claims who assert identical Claims against multiple Debtors 
shall be entitled to a single satisfaction of such Claims. 

The substantive consolidation of the Debtors shall not constitute or effectuate a merger of 
the corporate or other legal identities of the Debtors, and their respective corporate and other 
legal identities shall remain intact, except as otherwise specified in the Plan. 

1. Cancellation of Existing Securities 

On the Effective Date, except as otherwise specifically provided for in the Plan, (i) the 
Existing Securities shall be canceled and (ii) the obligations of, Claims against, and Equity 
Interests in the Debtors arising under, evidenced by, or relating to any agreements, contracts, 
indentures, certificates of designation, bylaws, certificates or articles of incorporation, or similar 
documents governing the Existing Securities shall be released and discharged. 

2. Bankruptcy Code Section 1145 Determination 

Confirmation of the Plan shall constitute a determination, in accordance with Bankruptcy 
Code section 1145, that (except with respect to an entity that is an underwriter as defined in 
Bankruptcy Code section 1145(b)) Section 5 of the 1933 Act and any state or local law requiring 
registration for offer or sale of a security or registration or licensing of an issuer of, underwriter 
of, broker or dealer in, a security do not apply to the offer, sale, or issuance of any securities 
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under the Plan (including the New Common Stock, the New Subordinated Term Loan, the New 
Loan Certificates and any Plan Notes). 

3. Termination of the Committee 

The appointment and operation of the Committee shall terminate on the Effective Date.  
Notwithstanding, the dissolution or termination of the Committee shall not prejudice the rights of 
any agents of the Committee (including their Professionals and Committee members) to pursue 
their separate claims for compensation and reimbursement of expenses, including Professional 
Compensation Claims under Bankruptcy Code sections 330, 331, and/or 503(b)(3)(F). 

 
ARTICLE X 

CERTAIN FACTORS TO BE CONSIDERED 

A Claimholder should carefully consider the following factors, as well as the other 
information contained in this Disclosure Statement (as well as the documents delivered herewith 
or incorporated by reference herein), before deciding whether to vote to accept or to reject the 
Plan. 

The principal purpose of the Debtors’ Bankruptcy Cases is the formulation of the Plan, 
which provides for an orderly liquidation of the Debtors’ business and operations and establishes 
how Claims against and Equity Interests in the Debtors will be satisfied.  Under the Plan, certain 
Claims may receive partial distributions, and other Claims may not receive any distributions at 
all.  Equity Interests will receive no distributions.  

A. Failure to Confirm or Consummate the Plan 

If the Plan is not confirmed and consummated, it is possible that an alternative plan can 
be negotiated and presented to the Bankruptcy Court for approval, however, there is no assurance 
that the alternative plan will be confirmed, that the Bankruptcy Cases will not be converted to a 
liquidation, or that any alternative plan of liquidation could or would be formulated on terms as 
favorable to the Claimholders as terms of the Plan.  Interestholders will receive no recovery 
under the Plan or in a liquidation. 

B. Claims Estimates May Be Incorrect 

There can be no assurance that the estimated Claim amounts set forth herein are correct.  
The actual allowed amounts of Claims may differ materially from the estimates. 

ARTICLE XI 

ALTERNATIVES TO PLAN AND LIQUIDATION ANALYSIS 

There are three possible consequences if the Plan is rejected or if the Bankruptcy Court 
refuses to confirm the Plan: (a) the Bankruptcy Court could dismiss the Debtors’ chapter 11 
Bankruptcy Cases, (b) the Debtors’ chapter 11 Bankruptcy Cases could be converted to a 
liquidation case under chapter 7 of the Bankruptcy Code, or (c) the Bankruptcy Court could 
consider an alternative plan of reorganization proposed by the Debtors or by some other party. 
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A. Dismissal 

The most remote possibility is dismissal.  If the Debtors’ Bankruptcy Case were to be 
dismissed, the Debtors would no longer have the protection of the Bankruptcy Court and the 
applicable provisions of the Bankruptcy Code.  Dismissal would force a race among creditors to 
take over and dispose of the Debtors’ available assets.  Even the most diligent unsecured 
creditors would likely fail to realize any significant recovery on their claims. 

B. Chapter 7 Liquidation 

A straight liquidation bankruptcy, or chapter 7 case, requires liquidation of the 
bankruptcy debtor’s assets by an impartial trustee.  In a chapter 7 case, the amount unsecured 
creditors receive depends on the net estate available after all assets of the debtor have been 
reduced to cash.  The cash realized from liquidation of the debtor’s assets would be in 
accordance with the order of distribution prescribed in Bankruptcy Code section 507. 

If the Plan is not confirmed, it is likely that the Debtors’ Bankruptcy Cases will be 
converted to cases under chapter 7 of the Bankruptcy Code, in which case a trustee would be 
appointed to liquidate the Debtors’ assets for distribution to creditors in accordance with the 
priorities established by the Bankruptcy Code.  Whether a bankruptcy case is one under chapter 7 
or chapter 11, Secured Claims, Administrative Claims, Priority Unsecured Non-Tax Claims, and 
Priority Unsecured Tax Claims are entitled to be paid in full before unsecured creditors receive 
any funds. 

If the Debtors’ Bankruptcy Cases were converted to chapter 7, the present Administrative 
Claims may have a priority lower than priority claims generated by the chapter 7 case, such as 
the chapter 7 trustee’s fees or the fees of attorneys, accountants and other professionals engaged 
by the trustee. 

If the Bankruptcy Cases were converted, the Bankruptcy Court would appoint a trustee to 
liquidate the Debtors’ property and assets and distribute the proceeds to creditors in accordance 
with the Bankruptcy Code’s priority scheme.  It is likely that the chapter 7 trustee would have 
little or no experience or knowledge of the Debtors’ businesses or their records or assets.  A 
substantial period of education would be required in order for any chapter 7 trustee to wind the 
case up effectively. 

The chapter 7 trustee would be entitled to receive the compensation allowed under 
Bankruptcy Code section 326.  The trustee’s compensation is based on 25% of the first $5,000 or 
less; 10% of any amount in excess of $5,000 but not in excess of $50,000; 5% of any amount in 
excess of $50,000 but not in excess of $1 million; and reasonable compensation not to exceed 
3% of any amount in excess of $1 million, on all funds disbursed or turned over in the 
bankruptcy case by the trustee to parties in interest (excluding the Debtors, but including the 
holders of Secured Claims).  The trustee’s compensation would be paid as a cost of 
administration of the chapter 7 estate, and may have priority over the costs and expenses incurred 
in the chapter 11 case and any payment to unsecured creditors. 

It is also likely that the chapter 7 trustee would retain his own professionals (including 
attorneys and financial advisors) whose fees would also constitute priority claims in the chapter 7 
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case, with a priority that may be higher than those claims arising as part of the administration of 
the chapter 11 case. 

The Debtors believe that liquidation under chapter 7 would result in smaller distributions 
being made to Claimholders than those provided for in the Plan.  As previously noted, 
conversion to chapter 7 would give rise to (a) additional administrative expenses involved in the 
appointment of a trustee and attorneys and other professionals to assist such trustee and (b) 
additional expenses and Claims, some of which would be entitled to priority, that would be 
generated during the liquidation and from the rejection of leases and other executory contracts in 
connection with a cessation of the Debtors’ operations.  In a chapter 7 liquidation, it is a virtual 
certainty that general unsecured creditors would receive no recovery on their claims. 

Attached to this Disclosure Statement as Exhibit D is a chart setting forth a liquidation 
analysis of the Debtors’ bankruptcy estates.  The liquidation values are based principally on an 
appraisal performed by an independent third party.  The Debtors believe that the liquidation 
analysis is reasonable and conservative.  Parties are urged to review the notes and assumptions 
accompanying the liquidation analysis contained in Exhibit D. 

C. Alternative Plan 

Because the Debtors have filed the Plan and seek its confirmation during the respective 
exclusive periods established under the Bankruptcy Code, no other alternative plans can be 
proposed at this time.  The Debtors believe that any alternative plan would not be viable and 
would not provide the same recovery to Creditors as that proposed under the current Plan. 

ARTICLE XII 

CERTAIN UNITED STATES FEDERAL INCOME TAX 

CONSEQUENCES OF THE PLAN 

A summary description of certain material United States federal income tax 
consequences of the Plan is provided below.  This description is for informational purposes only 
and, due to lack of definitive judicial or administrative authority or interpretation, substantial 
uncertainties exist with respect to various tax consequences of the Plan as discussed herein.  
Only the principal United States federal income tax consequences of the Plan to the Debtors and 
to holders of Claims who are entitled to vote or to accept or reject the Plan are described below.  
No rulings or determination of the IRS or any other tax authorities have been sought or obtained 
with respect to any tax consequences of the Plan, and the discussion below is not binding upon 
the IRS or such other authorities.  No representations are being made regarding the particular tax 
consequences of the confirmation and consummation of the Plan to the Debtors or any holder of 
the Claim.  No assurance can be given that the IRS would not assert, or that a court would not 
sustain, a different position from any discussed herein. 

The discussion of the United States federal income tax consequences below is based on 
the Internal Revenue Code of 1986, as amended (the “Tax Code”), Treasury Regulations, judicial 
authorities, published positions of the IRS and other applicable authorities, all as in effect on the 
date of this document and all of which are subject to change or differing interpretations (possibly 
with retroactive effect). 
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The following discussion does not address foreign, state or local tax consequences of the 
Plan, nor does it purport to address the United States federal income tax consequences of the 
Plan to special classes of taxpayers (e.g., banks and certain other financial institutions, insurance 
companies, tax-exempt organizations, governmental entities, Person that are, or hold their 
Claims through, pass-through entities, Persons whose functional currency is not the United States 
dollar, foreign Persons, dealers in securities or foreign currency, employees, Persons who 
received their Claims pursuant to the exercise of an employee stock option or otherwise as 
compensation and Persons holding Claims that are hedge against, or that are hedged against, 
currency risk or that are part of a straddle, constructive sale or conversion transaction).  
Furthermore, the following discussion does not address United States federal taxes other than 
income taxes. 

Each Claimholder is strongly urged to consult its own tax advisor regarding the 

United States federal, state, and local and foreign tax consequences of the transactions 

described herein and in the Plan.  The following summary is not a substitute for careful tax 

planning and advice based on individual circumstances.  All creditors are advised to 

consult their own tax advisors. 

A. United States Federal Income Tax Consequences to the Debtors 

1. Net Operating Losses—Section 382 

Internal Revenue Code section 382 could substantially limit, or deny in full, the 
availability of the Debtors’ NOL as a result of the transactions contemplated under the Plan.  As 
a result of the sale of all of the Debtors’ assets to PPE, the Debtors believe the net operating 
losses are no longer available.   

B. United States Federal Income Tax Consequences to Claimholders of the 

Debtors and Interestholders of Group 

The United States federal income tax consequences to Claimholders (including the 
character, timing and amount of income, gain or loss recognized) will depend upon, among other 
things, (1) whether the Claim and the consideration received in respect thereof are “securities” 
for the United States federal income tax purposes; (2) the manner in which a holder acquired a 
Claim; (3) the length of time the Claim has been held; (4) whether the Claim was acquired at a 
discount; (5) whether the holder has taken a bad debt deduction with respect to the Claim (or any 
portion thereof) in the current or prior years; (6) whether the holder has previously included in its 
taxable income accrued but unpaid interest with respect to the Claim; (7) the holder’s method of 
tax accounting; and (8) whether the Claim is an installment obligation for United States federal 
income tax purposes.  Therefore, Claimholders should consult their own tax advisors for 
information that may be relevant to their particular situations and circumstances and the 
particular tax consequences to them of the transactions contemplated by the Plan. 

1. Gain or Loss Recognition on the Satisfaction of Claims 

Each Creditor will generally recognize gain or loss with respect to its Claim in an amount 
equal to the difference between (i) the “amount realized” with respect to its Claim and (ii) the tax 
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basis of its Claim.  A Creditor’s “amount realized” will equal the sum of the cash and the fair 
market value of other property, including New Common Stock, if any, received by the Creditor. 

2. Character of Gain or Loss 

In general, the character of any gain or loss recognized by a Creditor as capital or 
ordinary will depend on whether the Claim constitutes a capital asset in the hands of the 
Creditor.  To the extent a debt instrument is acquired after its original issuance for less than the 
issue price of such instrument, however, it may have market discount.  A holder of a Claim with 
market discount must treat any gain recognized on the satisfaction of such Claim as ordinary 
income to the extent that it does not exceed the market discount that has already been accrued 
with respect to such Claim. 

3. Information Reporting and Backup Withholding 

Certain payments, including payments in respect of accrued interest or market discount, 
are generally subject to information reporting by the payor to the IRS.  Moreover, such 
reportable payments are subject to backup withholding under certain circumstances.  Under the 
Tax Code’s backup withholding rules, a United States holder may be subject to backup 
withholding at the applicable rate with respect to certain distributions or payments pursuant to 
the Plan, unless the holder comes within certain exempt categories (which generally include 
corporations) and, when required, demonstrates this fact or  provides a correct United States 
taxpayer identification number and certifies under penalty of perjury that the holder is a U.S. 
Person, the taxpayer identification number is correct and that the holder is not subject to backup 
withholding because of a failure to report all dividend and interest income. 

Backup withholding is not an additional tax.  Amounts withheld under the backup 
withholding rules may be credited against a holder’s United States federal income tax liability, 
and a holder may obtain a refund of any excess amounts withheld under the backup withholding 
rules by filing an appropriate claim for refund with the IRS. 

C. Importance of Obtaining Professional Tax Assistance 

 THE FOREGOING DISCUSSION IS INTENDED ONLY AS A SUMMARY 

OF CERTAIN UNITED STATES FEDERAL INCOME TAX CONSEQUENCES OF THE 

PLAN AND IS NOT A SUBSTITUTE FOR CAREFUL TAX PLANNING WITH A TAX 

PROFESSIONAL.  THE ABOVE DISCUSSION IS FOR INFORMATIONAL PURPOSES 

ONLY AND IS NOT TAX ADVICE.  THE TAX CONSEQUENCES ARE IN MANY 

CASES UNCERTAIN AND MAY VARY DEPENDING ON A CLAIMHOLDER’S 

PARTICULAR CIRCUMSTANCES.  ACCORDINGLY, CLAIMHOLDERS ARE 

STRONGLY URGED TO CONSULT THEIR TAX ADVISORS ABOUT THE UNITED 

STATES FEDERAL, STATE, AND LOCAL, AND APPLICABLE FOREIGN INCOME 

AND OTHER TAX CONSEQUENCES OF THE PLAN, INCLUDING WITH RESPECT 

TO TAX REPORTING AND RECORD KEEPING REQUIREMENTS. 
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ARTICLE XIII 

CONCLUSION 

This Disclosure Statement provides information regarding the Debtors’ bankruptcy and 
the potential benefits that might accrue to holders of Claims against and Equity Interests in the 
Debtors under the Plan as proposed.  The Plan is the result of extensive efforts by the Debtors 
and their advisors to provide the holders of Allowed Claims and Equity Interests with a 
meaningful dividend.  The Proponents believe that the Plan is feasible and will provide each 
holder of a Claim against and Equity Interest in the Debtors with an opportunity to receive 
greater benefits than those that would be received by any other alternative.  The Proponents, 
therefore, urge interested parties to vote in favor of the Plan. 
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