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John J. Hebert (#010633)
Wesley D. Ray (#026351)
POLSINELLI PC

CityScape Plaza

One E. Washington, Suite 1200
Phoenix, AZ 85004
Telephone: (602) 650-2000
Facsimile: (602) 264-7033
E-Mail: [hebert@polsinelli.com
E-Mail: wray@polsinelli.com
Attorneys for Debtor

IN THE UNITED STATES BANKRUPTCY COURT
THE DISTRICT OF ARIZONA
Inre: Chapter 11 Proceedings
SCOTTSDALE VENETIAN VILLAGE, LLC Case No. 2-13-bk-02150-GBN
Debtor. DISCLOSURE STATEMENT
RELATING TO DEBTOR’S PLAN OF

REORGANIZATION DATED JUNE 19,
201z

l. INTRODUCTION

Scottsdale Venetian Village, LLC, debtor and deliepossession in the above captio
bankruptcy case (“Debtor”), hereby submits to treu€ and creditors of the Debtor’s estate
“Disclosure Statement Relating to Debtor's PlanR&organization Dated June 19, 2013”
“Disclosure Statement”). This Disclosure Statememsubmitted pursuantto 11 U.S.C. § 1125.

11 U.S.C. §1125(b) prohibits the solicitation afteptances or rejections of a plan
reorganization unless such Plan is accompanied dppg of the Disclosure Statement which
been approved by the Bankruptcy Court.

The purpose of this Disclosure Statement is toigegreditors and interested parties in
bankruptcy proceeding with such information as uffigdent to allow Creditors and interest
parties to make an informed decision regardingDbbtor’'s “Plan of Reorganization Dated J
19, 2013" (the “Plan”).

Unless otherwise noted, those portions of the Btahthis Disclosure Statement provicl
factual information concerning the Debtor, its &ssand liabilities, have been prepared f
information submitted by the Debtor and its retdipeofessionals.
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This Disclosure Statement contains information thay influence your decision to acct
or reject the Debtor’s proposed Plan. Please tldadlocument with care.

The financial information contained in this Disalos Statement has not been subjectg

dto

an audit by an independent certified public accanint For that reason, the Debtor is not ab

warrant or represent that the information contaiimedhis Disclosure Statement is without

financial books and records and great effort hasnbeade to ensure that all such informati
fairly represented.

This Disclosure Statement and the Plan will clgssifi Creditors into classes. T
treatment of each class of Creditors will be sethfan this Disclosure Statement and in the H
You should carefully examine the treatment of th&s€ to which your Claim will be assigned.

This Disclosure Statement requires approval byBhekruptcy Court after notice and
hearing pursuant to 11 U.S.C. 81125(b). Once agolothe Disclosure Statement will
distributed with the Debtor’s proposed Plan foringt Approval of the Disclosure Statement
the Bankruptcy Court does not constitute eithetifezation or approval of the Debtor’s Plan by

Bankruptcy Court or that the Disclosure Statementithout any inaccuracy.

Code are satisfied. The Bankruptcy Court mustrdetee whether the Plan has been acceptg

81124 of the Bankruptcy Code. An impaired Classlains is deemed to have accepted the P

interests who vote on the Plan.
Even if each Class of creditors does not accepPtha, the Plan can be confirmed ur

81129(b) of the Bankruptcy Code, so long as onaimegd Class of creditors accepts the Plan.
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each impaired Class entitled to vote on the Plampaired Classes entitled to vote on the Plan are

those Classes of claims whose legal, equitableontractual rights are altered, as defined under

an if

at least two-thirds (2/3) in amount of those clawni® vote and more than one-half (1/2) in number
of those claims who vote have accepted the Plamimfpaired Class of interests is deemed to have

accepted the Plan if the Plan has been acceptatilegst two-thirds (2/3) in amount of the allowed

der

This

is referred to as the “cram down” provision of B@nkruptcy Code. The failure of each Class to
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accept the Plan could very well result in a coneersf this case to Chapter 7 or dismissal of

Chapter 11.

be counted in determining whether a Class has texdéipe Plan.
Il. DEFINITIONS

Unless otherwise indicated herein, the definitieasforth in Article | of the Plan apply
this Disclosure Statement.
[I. THE DEBTOR AND ITS OPERATIONS

A. The Debtor

The Debtor is an Arizona limited liability compatiyat was formed on March 30, 20
The Debtor is managed by Ceasar Perez and ownBdrey Holdings 1l LLC.

B. The Debtor’s Property

The Debtor operates the Days Hotel located at SM01Scottsdale Road, Scottsdé
Arizona (the “Hotel”). The Hotel consists of 21liegt rooms and, among other things, facil
for meetings and banquets. In prior years, theeHobas operated as a Clarion Hotel under
Choice franchise system. On or about December2022, however, the Debtor changed

Hotel's franchise affiliation, and it is now beingerated as a Days Inn. The Debtor has comg

towards completing the transfer of all of its remiag systems and procedures.
In addition to the Hotel, the Debtor operates thpiFChulo’'s Mexican Grill & Cantina,

restaurant located immediately adjacent to the IHtte “Restaurant,” and together with the Hag

and the general public Mexican cuisine and cocktail

but, rather, occupies the Property pursuant tang-term land lease (the “Land Lease”). The L
Lease was originally entered into on April 15, 1969 and between Raymond and Ler

Silverman, as lessors, and Scottsdale, Inc. asdesShe Land Lease has been amended fronj
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the “Property”). The Restaurant is a full serviestaurant and bar that offers guests of the Hotel

The Debtor does not own the real property on wkiehHotel and Restaurant are situated,
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1 [l to time, and is presently set to terminate on ARDil 2068. The Debtor currently holds the lessee’s

2 || interest under the Land Lease and believes that HIR@ings, LLC holds the lessor’s interest.

3 C. Value of the Hotel and Restaurant

4 According to an appraisal performed by Appraisatirmlogy, Inc., as of January 26, 2010,

5 | the Debtor’'s leasehold interest in the Property daclue of $12,000,000. Given the passage of

6 |f time, and the changes in the marketplace and atioed, however, the Hotel’s current value could

7 || be meaningfully higher or lower than this amouftese variables notwithstanding, however,|the

8 || Debtor is confident that the value of its leasehsliosh excess of the extent of its encumbrances

9 D. Operations and Management
10 The Debtor intends to complete its transition af thotel to the Days Inn system, and to
11 || continue operating the Restaurant in the curremn@a The Debtor intends to continue to use the
12 || revenues generated by the Hotel and the Restatorpal the ordinary and necessary operating and
13 || maintenance expenses of the Property. For a buldgeonstrating the Debtor’s current projegted
14 | revenues and expenses, parties can look to theebattgched to the recent cash collateral order for
15 || the period of June 1, 2013 through July 31, 20E8r further information regarding the Debtqr’s
16 || cash position and receivables, parties are direicieéde Monthly Operating Reports reflecting the
17 || Debtor’s operations on a monthly basis. Each et¢hMonthly Operating Reports is availgble
18 || from the Court’s docket.
19 In order to provide for efficient and continuouseagtions, and to keep the Debtor’s
20 || business competitive, the Debtor intends to rethensame management team and structure that
21 || existed pre-petition. The issues that led to tlebtbr's bankruptcy filing were a result of the
22 || economy and the credit market, and arguably FNBIidiproper actions, not the Debtor’s
23 || management. The Debtor’'s existing managementtateuts appropriate to meet the needs of the
24 || Debtor, and a change in management would not b#éhanbest interests of the Debtor or| its
25 | creditors. By maintaining its current management aperational structure, the Debtor will avioid
26 || the transactional costs associated with significantl unnecessary change and preserve the
27 || Debtor’s institutional knowledge.
28
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E. Projections of Future Operations

“Projections”). The Projections are attached reeest Exhibit “A” and incorporated herein by t

reference. The Projections are based upon theobPegliitest estimates of the future revenue t

and maintenance. The Debtor believes that thee&ops are conservative and achievable.
V. SIGNIFICANT EVENTS DURING THE CHAPTER 11 CASE

A. The Bankruptcy Filing and First Meeting of Creditors

The Debtor filed its voluntary petition for relishder Chapter 11 on February 19, 2013
“Petition Date”), and a first meeting of creditavas held on March 26, 2013.

B. Retention of Professionals

Court signed an Order approving the retention d$iRelli on February 19, 2013.

C. Appointment of Unsecured Creditors Committee

The United States Trustee’s Office filed a stateinséatting that, despite its efforts to conf
unsecured creditors, it was unable to appoint a@itiee of Unsecured Creditors.

D. First Day Motions and Order Regarding the Use of Cah Collateral

On the Petition Date, the Debtor filed (a) a moteeking authority to pay the pre-petit

claims of critical vendors; (b) a motion seekinghauity to pay the pre-petition wages, ben

motion seeking authority to use cash claimed tdahgecollateral of FNBH for the payment

Court on March 7, 2013, and with the consent of AN#d the office of the United States Trus
the First Day Motions were granted by the entryhefStipulated Order Authorizing Debtor’s U
of Cash Collateral Under 11 U.S.C.8 363 on an ImeBasis and Granting the Debtor’s First D
Motions

On June 7, 2013, the Debtor and FNBH agreed, amdCthurt authorized by entry of
Second Stipulated Order Authorizing the Debtor'® @§ Cash Collateral Under 11 U.S.C. § |
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through July 31, 2013.
V. DESCRIPTION OF ASSETS AND LIABILITIES OF THE DEBTOR S

A. Assets

the Debtor’'s best estimate and other factors sucltha purchase price, comparable sales

assessments, and appraisals.

Hotel and Restaurant are located. Based upon tist ourrent appraisal available, the De

believes that the value of its leasehold intemeshé Property is approximately $12 million.

$13,800 in its bank accounts. The current amotimiash held by the Debtor is reflected in

most recent Monthly Operating Report filed by thebir.

of $29,000, and a 2006 Dodge Sprinter with an extthvalue of $19,000.
4, Causes of Action— The Debtor may hold claims against Choice Hdia
actions taken in violation of the Debtor’s priomrichise agreement, and against FNBH

unreasonably preventing the sale of a portion ef Brebtor's equity interests that would h

conceivably, eliminated the need for a bankruptoyceeding. The Debtor’s analysis of th
claims is ongoing, and the Debtor has yet to detexrwhether their prosecution would be in
best interests of the estate.

5. Personal Property —The Debtor owns a wide array of furniture, equipti
and inventory, as is necessary to the operatiotiseofotel and Restaurant. This personal proj
is more specifically identified in the Debtor’s &clules and Statements. Although the exte
these items, and therefore their total value, flatdgs in the ordinary course of operations,
Debtor estimates that, in aggregate, this pergmuglerty has an aggregate value of approxim
$1,175,000.
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1. Real Property —The Debtor does not own the real property uporchviine

2. Bank Accounts — As of the Petition Date, the Debtor held approxehg

3. Vehicles —The Debtor owns a 2006 Ford 450 Van, with an esg@rthaalus
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B. Liabilities
The following is an overview of the Debtor’s knoviabilities.
1. Priority Claims
In its Schedules and Statements, the Debtor hged ligriority claims owing to (i) th
Arizona Department of Revenue for unpaid pre-pmtitaxes in the aggregate amount of $285,
(i) the City of Scottsdale for unpaid pre-petitisales taxes in the amount of $10,550; and (ié
Maricopa County Treasurer for unpaid pre-petitienspnal property taxes in the amount of $1,
2. Secured Claims

a. First National Bank of Hutchinson

First National Bank of Hutchinson (“FNBH”), on kadhof itself and variou
participants, has asserted claims against the Deddtegedly secured by, among other things,
Debtor’s leasehold interest in the Property, in dggregate amount of approximately $6,888,
As discussed above, the Debtor believes that it haase certain claims against FNBH that cc
result in a substantial reduction in the amourfEBH’s claim against the Debtor.

b. Maricopa County

The Maricopa County Treasurer holds a claim fopaid pre-petition reg
property taxes in the approximate amount of $210,,8thich are secured by a tax lien on the
property upon which the Hotel and Restaurant aezaipd.

C. Horizon Capital Investment Group, LLC

amount of $15,000, which is secured by a lien @Dkbtor’'s 2006 Dodge Sprinter.

d. Plexus Technology Solutions, LLC

Plexus Technology Solutions, LLC holds a claimhia approximate amou
of $10,000, which is secured by a lien on the Deb®006 F 450 van.

e. Small Business Term Loans, Inc.

personal property.
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amount of $243,040, which is allegedly securedhegyDebtor’s credit card receivables and gther
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3. Unsecured Claims

The Debtor's Schedules of Assets and Liabilitiedidate that the total amount of general

unsecured claims against the Debtor’s estate iappately $1,326,313, however, as identified in

the Schedules of Assets and Liabilities, variouthoke claims are disputed and may not ultimately

be entitled to repayment.

C. Administrative Expenses

Debtor's administrative expenses consist of thes fard costs of attorneys and other

professionals necessary to the Debtor’s operatitresadministration of the Debtor’s bankruptcy

case, and the formulation and confirmation of thkenP The fees and costs of these professignals

will not be precisely known until the Bankruptcy seais completed. The largest anticipated

administrative expense of the Debtor's bankruptdil fae its attorneys’ fees. The Debto

s

bankruptcy counsel is Polsinelli PC. Prior to thankruptcy, Polsinelli received, in two

installments, a retainer in the amount of $30,0@0nfthe Debtor. Prior to the filing of t
Debtor’'s petition, however, Polsinelli offset apypiroately $15,188.50 against this retainel
connection with pre-petition services rendered. IsiRelli is unable to presently estimate

ultimate extent of its fees in the Debtor’'s reolgation, but expects that they may exc

$100,000. To the extent that Polsinelli’'s fees aosts exceed the amount of the retainer, anF are

approved by the Court, Polsinelli’'s fees and ceslisconstitute administrative claims against
Debtor’s Estate.
V1. PLAN SUMMARY

The following statements concerning the Plan areelpeé summary of the Plan and are
complete. The statements are qualified entirelyekgress reference to the Plan. Creditorg
urged to consult with counsel or each other in otdeunderstand the Plan fully. The Plar
complete, inasmuch as it proposes a legally bindigggement by the Debtor, and an intellig
judgment cannot be made without reading it in filith the exception of the Classes 1-A, all

Creditors of the Debtor are impaired under the sewhthe Plan. The Secured Creditors

impaired because they will be subjected to diffetesatment than they had originally contrag

for with the Debtor. The Unsecured Creditors Wi impaired because they will be subjed

b 2:13-bk-02150-GBN Doc 76 Filed 06/1913 Entered 06/19/13 15:16:02 Desc
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different treatment than they originally contracted. Thus, the Debtor will have numerqus
classes with the right to vote on its Plan of raoigation, as set forth herein.
VII.  CLASSIFICATION OF CLAIMS AND INTERESTS.

A. Class 1: Priority Claims

1. Class 1-A consists of Allowed Administrative Claims
2. Class 1-B consists of Allowed Priority Tax Claims.
B. Class 2: Secured Claims

1. Class 2-A consists of the Allowed Secured ClainfFioét National Bank of
Hutchinson (on behalf of itself and its participaanks, “FNBH").
2. Class 2-B consists of the Allowed Secured Clainthef Maricopa County
Treasurer (“Maricopa County”).

3. Class 2-C consists of the Allowed Secured Claimany, of the Arizon

-

Department of Revenue (the “ADOR?”).
4, Class 2-D consists of the Allowed Secured Claim Hufrizon Capita
Investment Group, LLC (“Horizon”).
5. Class 2-E consists of the Allowed Secured ClaimPt#xus Technology
Solutions, LLC (“Plexus”).
6. Class 2-F consists of the Allowed Secured ClainBofall Business Term
Loans, Inc. (“SBTLI).

C. Class 3: Unsecured Claims

1. Class 3-A consists of the Allowed Unsecured ClafrDays Inn Worldwide|,
Inc. (“Days Inn”).
2. Class 3-B consists of the Allowed Unsecured ClaiofisCreditors not
otherwise treated in the Plan.

D. Class 4: Interest Holders

Class 4 consists of all Allowed Interests of Ingtddolders in the Debtor.

Main Document  Page 9 of 24
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VIIl.  IMPAIRMENT OF CLASSES.

defined in Section 1124 of the Bankruptcy Code.
IX. TREATMENT OF CLASSES.

A. Class 1: Priority Claims

1. Class 1-A: Administrative Claims

Administrative Claims of Class 1-A shall be paidfui, in cash, on or before the Effective Da

thereafter as it is allowed and ordered paid byGbert.
2. Class 1-B: Tax Claims
This Class consists of Allowed Priority Claims undé U.S.C. § 507(a)(8) which are n

1129(a)(9)(C), unless Claimants holding Claims his tClass agree to an alternative form
treatment, the Allowed Priority Claims of Class IsBall be paid in full, in cash, on or before {
Effective Date, or, at the Debtor’s option, holdefssuch Allowed Claims shall be paid,
account of such Allowed Claim, quarterly cash paytsecommencing 30 days after the Effect]
Date and extending to the date that is five yemsmfthe Petition Date, of a value, as of
Effective Date of the Plan, equal to the allowedant of such Claim. Any Class 1-B Claims 1
allowed as of the Effective Date shall be paid @nsthereafter as they are allowed by the C
according to the terms of this Class.

B. Class 2: Secured Claims

1. Class 2-A — Allowed Secured Claims of First Natioda&8ank of
Hutchinson

This Class consists of the Allowed Secured ClaimFbiBH. This Class is impaire

Pursuant to 8 506(a) of the Bankruptcy Code, theusrhof FNBH's Allowed Secured Claim w

b 2:13-bk-02150-GBN Doc 76 Filed 06/19013 Entered 06/19/13 15:16:02 Desc

Claimants holding Claims in this Class agree toadarnative form of treatment, the Allowed

otherwise treated as secured claims herein. TlassGs not impaired. As provided in 11 U.S.d.

Classes 1-A is unimpaired under the Plan. All ofBlasses are impaired, as that term is

This Class consists of Allowed Administrative ClaimThis Class is not impaired. Unless

[e.

Any Class 1-A Administrative Claim not allowed aStbe Effective Date shall be paid as sdon
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be limited to the value of its collateral, as detiered by the Court, and any amount by wihich
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FNBH’s Allowed Claim exceeds the value of its ctdlal will be deemed to be an unsecured

Claim, pursuant to § 506(a) of the Bankruptcy Cael treated as part of Class 3-B. The Debtor

intends to pay the full amount of FNBH'’s Allowedcseed Claim, with interest, over a period

12 years.

Specifically, the Debtor will execute and deliver ENBH a promissory note (the “New

Note”) in the amount of FNBH’s Allowed Secured @tai The New Note will mature and beco

fully due and payable on the twelfth anniversarytioé Effective Date (the “FNBH Maturity

of

me

Date”). The New Note shall be secured by the semtlateral which existed on the Petition Date,

as evidenced by the pre-petition loan documentsgExto the extent the documents are mod
by this Plan and any Order confirming the Planr the months of January, February, March,
April of each year, the Debtor shall make paymeft$50% of the monthly principal and inter
payments that would be due if FNBH’s Allowed Secufdaim were amortized over twenty-fi

years at the Plane Rate (“Standard Monthly Paymerfbr the months of May, June, July, :

fied
and
bt
ve

hnd

August of each year, the Debtor shall make monglalyments of 25% of the Standard Monthly

Payment. For the months of September, Octoberehber and December of each year,
Debtor shall make monthly payments of 125% of tten&ard Monthly Payment. This paym
schedule shall remain in full force and effect URNBH’s Allowed Secured Claim is paid in f
or the parties agree to a different schedule irtingri The first payment will be made on
Effective Date and each payment thereafter wiliMaele on the first business day of each cale
month during the term of the New Note. Any remagnprincipal balance and any interest
under the New Note will be paid to FNBH on the FNBHturity Date. At any time prior to tf
FNBH Maturity Date, the Debtor may pay the balarafethe New Note without penalt
Immediately upon payment in full of the New Not&BH’s Allowed Secured Claim and its lig
and security interests in the Debtor’s propertyl be deemed satisfied, extinguished, released
discharged, in full.
2. Class 2-B — Allowed Secured Claim of Maricopa Coumt
This Class consists of the Allowed Secured ClaimMdricopa County (“Maricopd
County”), which is secured by a tax lien on thegerty. This Class is impaired.
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Commencing on the Effective Date, the Allowed SeduClaim of Maricopa County wil

existing secured interest in the Property untibiiswed Secured Claim has been satisfied in fu

of $5,000 on the Effective Date. The remaindeit®fAllowed Secured Claim will be treated

described above.

3. Class 2-C — Allowed Secured Claim, if any, of thefzona Department
of Revenue

Revenue (“ADOR”), which is alleged to exist as agaithe Debtor and be secured by all of

suspects that all or part of such claim may noeb®rceable against the Debtor. This clas
impaired.

Commencing on the Effective Date, the Allowed SeduClaim of ADOR, if any, will bg
paid, in full, in equal quarterly payments of pipal and interest based upon a twenty
amortization schedule and interest accruing atsthéutory rate. Any remaining principal a
accrued interest due to ADOR on account of its\vd Secured Claim will be paid, in cash, on

before the fifth anniversary of the Petition Da®DOR will retain any existing liens and secur

pre-petition.
If, and only if, ADOR votes in favor of this Plaibwill receive a payment of $5,000 on t

Effective Date. The remainder of its Allowed Claiviil be treated as described above.
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This Class consists of the Allowed Secured Claimanly, of the Arizona Department of

be paid, in full, in equal quarterly payments oinpipal and interest based upon a twenty year

If, and only if, Maricopa County votes in favor this Plan, it will receive a cash paymegnt

aS
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Debtor’'s assets. The Debtor is still conductingraestigation in to the ADOR'’s assert claim, but
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interests, to the extent of its Allowed Securedi@]avith the same validity and priority as existed
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4. Class 2-D — Allowed Secured Claim of Horizon Capitdnvestment
Group

(“Horizon”), which is alleged to be secured by enliupon a 2006 Dodge Sprinter owned by
Debtor and used in its business. This Class isimagpa

The Allowed Secured Claim of Horizon will be pardfull, with interest at the Plan Rate,

anniversary of the Effective Date. Horizon shatiain a lien on its collateral, to the same ex
and with same priority as enjoyed prior to the tRetiDate, until its Secured Claim is paid in f
Upon Horizon’s receipt of payment in full of itsléWwed Secured Claim, its security interest in
collateral shall be deemed released and dischamdged.

5. Class 2-E — Allowed Secured Claim of Plexus Techrogly Solutions

This Class consists of the Allowed Secured ClaimPdéxus Technology Solutio
(“Plexus”), which is alleged to be secured by a lipon a 2006 Ford van owned by the Debtor]
used in its business. This Class is impaired.

The Allowed Secured Claim of Plexus will be paidtull, with interest at the Plan Rate,
equal quarterly installments commencing on the diffe Date and concluding on the sevd
anniversary of the Effective Date. Plexus shdhirea lien on its collateral, to the same extemt]
with same priority as enjoyed prior to the Petitidate, until its Secured Claim is paid in full. Uy
Plexus’ receipt of payment in full of its Allowed&ured Claim, its security interest in its collat
shall be deemed released and discharged in full.

6. Class 2-F — Allowed Secured Claim of Small Busine3®rm Loans, Inc.

This Class consists of the Allowed Secured ClainmSofall Business Term Loans, |
(“SBTLI"), which is alleged to be secured by a liepon the Debtor’s credit card receivables
other personal property. This Class is impaired.

The Allowed Secured Claim of SBTLI will be paidful, with interest at the Plan Rate,

equal quarterly installments commencing on the diffe Date and concluding on the te
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anniversary of the Effective Date. SBTLI shallaiata lien on its collateral, to the same extert

be deemed released and discharged in full.

Class 3: Unsecured Claims

1. Class 3-A — Allowed Unsecured Claim of Days Inn Wddwide (“Days
Inn")

Inn”), in the approximate amount of $135,000, agsby virtue of that certain Developme
Incentive Note (the “Days Inn Note”). This Classmpaired.

The Days Inn Note will be treated, and retiredaaeordance with its terms, but for the d
upon which payment is due in the event of accetaratin the event of an acceleration, the Del
will be permitted thirty (“90”) days in which to pahe remaining balance of the Days Inn Note

2. Class 3-B — All Unsecured Claims Not Otherwise Clasdied in the Plan

treated elsewhere in the Plan. This Class is iragai

Holders of Allowed Unsecured Claims in this Clasdl Wwe paid in full, with interest
accruing at the Plan Rate, in equal quarterly llm&nts commencing on the Effective Date g
concluding on the eighth anniversary of the EffextDate. Any Insider that holds a Cla
included in this class shall not be paid anythimgagscount of such Claim until all other Clair]
against the Debtor are paid in full. Upon eachddnsed Claimant’s receipt of payment in full,
Allowed Unsecured Claim shall be deemed paid aadhdirged in full.

C. Class 4: Interest Holders

Class 4 consists of the Allowed Interests in thétbe The Interest Holder(s) will reta

their equity interests, and constitute the NewrkgeHolders in the Reorganized Debtor.
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X. MEANS FOR EXECUTING THE PLAN.

A. Funding

The Plan will be funded by operations of the Haitietl Restaurant, as demonstrated in

necessary and possible, cash infusions from tleedsit Holders.

B. Liguidation of Estate Property

The Debtor has marketed, and will continue to miaiikeleasehold interest in the Prope

so long as such sale or assignment complies wéthetjuirements of Section 363 and/or 365 of
Bankruptcy Code, and shall have the authority taimesuch brokers, agents, counsel,
representatives as it deems necessary.

C. Management

The Plan will be implemented through the retentbthe Debtor’s existing manageme
The Debtor’s current management structure is desdrin the Disclosure Statement.

D. Disbursing Agent

The Reorganized Debtor shall act as the Disbu&gent under the Plan.

E. Documentation of Plan Implementation

In the event any entity which possesses an AlloSeclured Claim or any other lien in a
of the Debtor’s assets for which the Plan requihesexecution of any documents to incorpof

the terms of the Plan, fails to provide a releasisdien or execute the necessary document

deems advisable, it may obtain a further Order fthen Court that may be recorded in ordel
implement the terms of the Plan.
XI. EFFECT OF CONFIRMATION

Except as otherwise provided in the Plan or thefiduation Order, Confirmation acts as
discharge, effective as of the Confirmation Dafearny and all debts of the Debtor that arose
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effective as to each Claim, regardless of whethgroaf of claim thereon was filed, whether t
Claim is an Allowed Claim, or whether the holdegr#of votes to accept the Plan.

In addition, any pre-confirmation obligations oketBebtor dealt with in the Plan shall

Obligations pursuant to the terms of the Plan. Nlbe/ Debt Obligations provided for in the Pl

Debtor. Once the Plan is confirmed, the only ddilimns of the Reorganized Debtor shall be s
New Debt Obligations as provided for under the Plan
Xll.  OBJECTIONS TO AND ESTIMATIONS OF CLAIMS

A. Objections and Bar Date for Filing Objections

As soon as practicable, but in no event later tB@ndays after the Effective Dat

Rules.

B. Settlement of Claims

Settlement of any objection to a Claim not excegdt0,000 shall be permitted on t
eleventh (11th) day after notice of the settlenters been provided to the Reorganized Debtor

Creditors, the settling party, and other persorifipally requesting such notice, and if on st

a written objection to the settlement, the settieihmeust be approved by the Court on notice to
objecting party.

C. Estimation of Claims

For purposes of making distributions provided foder the Plan, all Claims objected
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determined by the Court pursuant to 8 502(c) of Bamkruptcy Code as an estimate for
distribution purposes; (ii) an amount agreed tavieen the Debtor and the Claimant; or (iii) that
amount set forth as an estimate in the Plan orl@sce Statement. Notwithstanding anything
herein to the contrary, no distributions shall bedes on account of any Claim until such Clainy is
an Allowed Claim.

D. Unclaimed Funds and Interest

Distribution to Claimants shall be mailed by theoRmnized Debtor to the Claimants|at
the address appearing on the master mailing maiiess the Claimant provides the Reorganiged
Debtor with an alternative address. For a periodne year from the date that a distribution was
to be made by the disbursing agent but has gonalleated by the Claimant, the disbursing aggent
shall retain any distributions otherwise distrilaliéahereunder which remain unclaimed or asg to
which the disbursing agent has not received doctsmeguired pursuant to the Plan. Therealtter,
the unclaimed funds shall be deposited in the gpm@te distribution account for distribution [o
other Claimants entitled to participate in suctpessive fund.
X, NON-ALLOWANCE OF PENALTIES AND FINES

No distribution shall be made under this Plan onoaat of, and no Allowed Claimn,

whether Secured, Unsecured, Administrative, or rRyio shall include any fine, penalt

exemplary or punitive damages, late charges, deffaterest or other monetary charges relating to
or arising from any default or breach by the Deb#srd any Claim on account thereof shall|be
deemed disallowed, whether or not an objectionfiled to it.
XIV. CLOSING OF CASE

Until this case is officially closed, the ReorgaedzDebtor will be responsible for filing
pre- and post-confirmation reports required by timited States Trustee and paying the quarterly
post-confirmation fees of the United States Trusteecash, pursuant to 28 U.S.C. § 1930] as
amended. Pursuant to 11 U.S.C. § 1129(a)(12)eal payable under § 1930 of Title 28,|as
determined by the Court at the hearing on confilonatf the Plan, will be paid, in cash, on llhe

Effective Date.
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XV. MODIFICATION OF THE PLAN

In addition to its modification rights under § 11@f7fthe Bankruptcy Code, the Debtor m

Reorganized Debtor may propose amendments and/difications of this Plan at any tim

reconcile any inconsistencies of the Plan, or eG@onfirmation Order, if any may be necessar
carry out the purposes and intent of this Plan.
XVI.  JURISDICTION OF THE COURT

The Court will retain jurisdiction until this Pldras been fully consummated for, includi
but not limited to, the following purposes:

1. To determine the classification of the Claims ofy a@reditors and the rg
examination of any Claims which have been allowed the purposes of voting, and for t
determination of such objections as may be filedh® Creditor’s Claims. The failure by th
Debtor or the Reorganized Debtor to object to anexe any Claim for the purpose of voti
shall not be deemed to be a waiver of the rightliject to or to re-examine the Claim in whole
in part.

2. To determine any Claims which are disputed by tlebtBr or the Reorganize
Debtor, whether such objections are filed beforeafier Confirmation, and to estimate a

Unliquidated or Contingent Claims pursuant to 185.@. 8§ 502(c)(1) upon request of the Del
objection to such Claim.

and to determine and adjudicate all causes of ctiontroversies, disputes or conflicts, whet
or not subject to action pending as of the dat€aiffirmation, between the Debtor and any otl
party, including but not limited to, any rights thie Debtor or the Reorganized Debtor to recq
assets pursuant to the provisions of the Bankruptmje.
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4, To correct any defect, cure any omission or makg watonciliation of any

inconsistencies in this Plan, or the Confirmatiord€), as may be necessary to carry out |the
purposes and intent of this Plan.

5. To address and approve any proposed modificatighi®fPlan after Confirmation,
pursuant to the Bankruptcy Rules and the Bankrutagye.

6. To enforce and interpret the terms and conditidrikis Plan.

7. To enter any order, including injunctions, necegsarenforce the title, rights and
powers of the Debtor or the Reorganized Debtor,tanchpose such limitations, restrictions, terms
and conditions of such title, right and power titéd Court may deem necessary.

8. To hear, determine, and approve any requests torsaksign any of the Debtorls

property, including, but not limited to, its leaséhinterest in the Property.
9. To enter an order concluding and terminating thsec
XVIl. RETENTION AND ENFORCEMENT OF CLAIMS
Pursuant to 8 1123(b)(3) of the Bankruptcy Code,Rleorganized Debtor shall retain g
may enforce any and all claims of the Debtor, ektlepse claims specifically waived herein. A

retained causes of action include, but are nottdidhito, all avoidance actions, fraudulg

conveyance actions, preference actions, and othen< and causes of action of every kind érnd

nature whatsoever, arising before the Effectiveelyatich have not been resolved or dispose
prior to the Effective Date, whether or not suchirmls or causes of action are specificd
identified in the Disclosure Statement.

Any recovery obtained from retained causes of acsioall become an additional asset

the Reorganized Debtor and may be distributed @&mlitors or used in connection with t

nd

ny

bnt

d of

lly

of

ne

operations of the Reorganized Debtor’s businesthdrsole discretion of the Reorganized Debtor,

unless otherwise ordered by the Court.
XVIII. EXECUTORY CONTRACTS AND UNEXPIRED LEASES
The Debtor hereby assumes any and all executoryams listed in Schedule “G” of th

Debtor’'s Schedules of Assets and Liabilities, agm@oed. Unless otherwise assumed prior tg

e

the

Confirmation Date, every other executory contracti/ar unexpired lease of the Debtor ot
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expressly assumed by this Plan is hereby rejedddims under § 502(g) of the Code arising gs a

result of the rejection of executory contracts wexpired leases shall be filed no later than 3G day

after the Confirmation Date. Any such Claims ity filed and served shall be disallowed.

XIX. REVESTING

Except as provided for in the Plan or in the Conéition Order, on the Effective Date the

Reorganized Debtor shall be vested with all theperty of the Estate free and clear of all clai

ms,

liens, charges, and other interests of Creditonsjng prior to the Effective Date. Upon the

Effective Date, the Reorganized Debtor shall ogetiagir business free of any restrictions.
XX.  LIQUIDATION ANALYSIS
If the Plan is not confirmed, and the Debtor’s &sseere liquidated under Chapter 7 of

Bankruptcy Code instead, it is likely that only thecured creditors would recover anything f

the

om

such liquidation, and all other creditors would aeer nothing from the Debtor’'s Estate. The

Debtor’s ability to repay unsecured creditors imptetely derivative of its ability to continue

to

generate revenue through the operation of the Hot@élRestaurant. In the event of a liquidation,

secured creditors would foreclose upon the Debtteasehold interest in the Property,
effectively gain control of the Hotel and Restadrand ownership of their combined revent
Such a foreclosure, when coupled with similar faosgres that would be commenced by sec
creditors with liens on the Debtor’s personal progevould leave the Debtor without any asset
revenues, and completely unable to make continagohpnts to unsecured creditors.

The Debtor's Plan provides a better recovery thach diquidation. It provides for th

repayment in full of all secured claims in a readua time, while also providing full repayment

and
les.
ured

S Or

e

to

unsecured creditors who would receive nothing i@ évent of a liquidation. Thus, the Plan

provides for a better recovery to creditors thaml@ Chapter 7 liquidation.
XXI. TAX CONSEQUENCES

A. General Tax Issues

Pursuant to 81125(a)(1) of the Bankruptcy Code,Ddbbtor is to provide a discussion
the potential material tax consequences of the ®ldime Debtor, any successor to the Debtor, 4
hypothetical investor typical of the holders oficia or interests in the case, that would enablé

b 2:13-bk-02150-GBN Doc 76 Filed 06/19013 Entered 06/19/13 15:16:02 Desc
Main Document  Page 20 of 24

of
and a

suc




© 00 ~N o o b~ w Nk

N NN RN NN N NN R R R R R R R R R e
o ~N o O b~ W N P O © 0 N o o0 b W N B O

Cas

a hypothetical investor of the relevant Class tokenan informed judgment about the PI

an.

However, the Debtor need not include such inforamatibout any other possible or proposed plan.

In determining whether the Disclosure Statemenvides adequate information, the Court s
consider the complexity of the case, the benefiadditional information to creditors and ot
parties in interest, and the cost of providing &ddal information. The following discussi
summarizes certain considerations that may affectinticipated federal income tax conseque
of the Plan’s implementation to Creditors and t® Bebtor. It does not address all federal inc
tax consequences of the Plan nor does it addresstdate or local income tax or other state or |
tax consequences of the Plan’s implementation &uoli@nrs or to the Debtor.

This description of the federal income tax consegas of implementing the Plan is ba
on Debtor’s interpretation of the applicable prawis of the Internal Revenue Code of 1986
amended (the “IRC”), the regulations promulgate@rdélinder, and other relevant authol
Debtor’s interpretation, however, is not binding e IRS or any court. The Debtor has
obtained, nor does it intend to obtain, a privaiel ruling from the IRS, nor has the Del
obtained an opinion of counsel with respect to ahyhese matters. The discussion beloy
general in nature and is not directed to the spet#x situation of any particular interes

taxpayer. For these reasons, all Creditors and the Interest élder should consult with their

own tax advisors as to the tax consequences of irmplentation of the Plan to them under

applicable federal, state, and local tax laws.

B. Tax Consequences to the Debtor

In general, pursuant to IRC Section 108, the amofirgny debt of a corporation that
partially or totally discharged pursuant to a Tiflé bankruptcy case is excluded from g
income. According to IRC Section 108(b), the antaeindebt discharge income (“DDI”) that
excluded from gross income must be applied to redhe tax attributes of the Debtor. T
Debtor’s tax attributes are reduced in the follayvorder: (1) net operating losses (“NOLS");
general business credits; (3) minimum tax credi};dapital loss carryovers; (5) reduction in

basis of the Debtor’s property; (6) passive agtilitss and credit carryovers; and (7) foreign

nall
ner
DN
nces
bme

ocal

sed
, as
ity.
not
ptor
Vv iS

ed

is

0SS

S

'he

(2)
tax

tax

credit carryovers. To the extent any dischargeggiace, the Debtor may elect to apply the |[debt
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discharge exclusion first to depreciable propertg thereafter to the tax attributes in the above-

prescribed order.

C. Tax Consequences to the Secured and Unsecured Crieds

Both the Secured Claimants and/or the Unsecuredn@hs may be required to rep

income or be entitled to a deduction as a resulingfiementation of the Plan. The exact

DIt

tax

treatment depends on, among other things, eacim@&tais method of accounting, the nature of

each Claimant’'s claim, and whether and to what réxgeich Claimant has taken a bad debt

deduction in prior taxable years with respect @ hrticular debt owed to it by one of the Debtors.

Each Holder of a secured claim or an unsecured clai is urged to consult with his, her, or itg

own tax advisor regarding the particular tax consegences of the treatment of his, her, or its

claim under the Plan.
XXIl. DISCLAIMER
Court approval of this Disclosure Statement andatt@mpanying Plan of Reorganizat
is not a certification of the accuracy of the comgethereof. Furthermore, Court approval of th
documents does not constitute the Court’'s opin®oawhether the Plan should be approve)
disapproved.
XX, RISKS
The risk of the Plan lies primarily with the Debsoability to successfully operate the Hg
and Restaurant as necessary to fund the Plan.helfrévenues generated by the Hotel
Restaurant exceed projections, or if the Interesidéts are able to infuse cash as necessa
cover any operating shortfalls, the risks inhererihe Plan will be substantially reduced. To s
extent, the success of the Debtor also dependbernetovery of the national economy over
several years following confirmation.
XXIV. PROPONENTS RECOMMENDATION/ALTERNATIVES TO THE PLAN

The Debtor recommends that all creditors entittedldte for the Plan do so. The Debtq

Plan will pay all allowed claims, in full, with iatest. The alternatives to confirmation of thenlL’Ia

would be conversion of this case to a case undepth 7 of the Bankruptcy Code or dismig
and neither of those options would serve to betieditDebtor’s creditors at large.
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Conversion will result in the appointment of a Cleay trustee and, most likely, the hiring
of an attorney by the trustee. Expenses incumealdministering the Chapter 7 case would take
priority in the right to payment over allowed, admsirative expenses incurred in the Chaptef 11
case. Both Chapter 7 and Chapter 11 administrapenses take priority over the paymenr of
unsecured claims without priority. In other wordgnversion would likely decrease the |net
amount available to pay currently existing creditorThe most likely effect of conversion of the
case to a Chapter 7 would be a series of foredssbly secured creditors and, as a result,
Unsecured Creditors would receive nothing.

Dismissal of this case would likewise result in tbeeclosure of the Debtor’s assets by all
secured creditors. Again, in the event of sucledlmsures, Unsecured Creditors would likely
receive nothing on account of their claims.

For all these reasons, the Debtor urges you to tmi@ccept its Plan and to return ypur
ballots in time to be counted.

DATED: June 19, 2013.

POLSINELLI PC

By: M/WM
John J. Hebert /
Wesley D. Ray
One E. Washington Street, Suite 1200
Phoenix, AZ 85004

Attorneys for Debtor
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COPY of the foregoing mailed (or served via
electronic notification if indicated by an “*”)
on June 19, 2013, to:

Patty Chan

Larry Watson(interim)
U.S.TRUSTEE S OFFICE

230 N. £' Avenue, Suite 204
Phoenix, AZ 85003

Michael D. Curran ‘mcurran@mmecec.com
MAYNARD CRONIN ERICKSON CURRAN &
ReITER, P.L.C.
3200 N. Central Ave., Ste. 1800
Phoenix, AZ 85012

Attorneys for Sysco Arizona, Inc.

W. Scott Jenkins $jenkins@rcalaw.com
Josh Kahn jkahn@rcalaw.com
RYLEY CARLOCK & APPLEWHITE
One North Central Ave, Suite 1200
Phoenix, AZ 85004-4417

Attorneys for First National Bank of
Hutchinson

Daniel M. Eliades deliades@formanlaw.com

David S. Catuogno 8icatuogno@formanlaw.com

FORMAN HOLT ELIADES & YOUNGMAN, LLC
80 Route 4 East, Suite 290
Paramus, NJ 07652

Attorneys for Days Inn Worldwide, Inc

By: _ /s/ Tasha M. Shultz
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