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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE SOUTHERN DISTRICT OF GEORGIA
WACROSS DIVISION

IN RE:

SEGA BIOFUELS, LLC, CHAPTER 11

CASE NO. 13-50694-JSD

wn W W W W W

Debtor.

DEBTOR’S AMENDED DISCLOSURE STATEMENT
PROPOSED MAY 2, 2014

I. INTRODUCTION AND PLAN OF REORGANIZATION

SEGA Biofuels, LLC, (“Debtor”) has prepared this Disclosure Statement and the
attached Chapter 11 Plan. The purpose of this Disclosure Statement is to give you, as creditors,
enough information about the Debtor to decide whether to vote for or against the Chapter 11 Plan
which is being proposed in this case. The Bankruptcy Code authorizes the Debtor to file
Amended Plans, as necessary, up until the time of the confirmation of a plan.

Once the Bankruptcy Court has signed an Order approving this Disclosure Statement
in its final form, creditors will be given an opportunity to vote on the Plan of Reorganization.
Because your vote for or against the Plan of Reorganization is important to the Court's decision
to "confirm" the Plan, we urge you to read this Disclosure Statement and to vote when you are
given the opportunity to do so.

This Disclosure Statement contains current and historical financial information about
the Debtor. The information contained in this Disclosure Statement has not been subject to a
certified audit; however, the Debtor has made every reasonable effort to provide accurate

information in this Disclosure Statement.
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History and General Background

SEGA Biofuels, LLC started its business operations in 2012, and the business has
struggled to generate enough revenue to pay all of its debts and obligations on a timely basis
since then. The Debtor uses dry and “green” (or wet) wood chips to manufacture wood pellets
which, in turn, are sold to users in the United Kingdom and other parts of Europe either to
generate heat or electricity. The demand for wood pellets is growing in the United Kingdom and
Europe at a rapid pace due, in part, to certain government subsidies that make the use of wood
pellets attractive to producers of electricity and for some consumer applications.

The Debtor began its business in 2012 by converting a facility that previously made wood
briquettes. The equipment and the design of the facility, however, made it difficult and, perhaps
impossible, for the facility to produce enough wood pellets to be profitable. In September, 2013,
Biofuels Holdings, LLC (“Biofuels Holdings™), which is an affiliate of The Enova Group, LLC
(“Enova”), agreed to provide a certain amount of working capital to SEGA and to make
improvements to the facility in exchange for the issuance of new membership interests in SEGA.
BFH now owns 99% of all of the membership interests of SEGA. The then owner of the
membership interests, SOBIOS1, LLC (“SOBIOS”), now owns the remaining 1% of the
membership interests which, upon its receiving a certain amount of distributions, can be
redeemed for nominal consideration. SOBIOS also agreed to file for Chapter 11 under the
United States Bankruptcy Code one day after the issuance of such membership interests (the
‘Petition”).

Since filing the Petition, Biofuels Holdings and Enova have managed the affairs of the
Debtor and loaned over $1,400,000.00 to the Debtor for working capital and to replace and repair

certain equipment. The Debtor also has closed a $5,500,000 loan with Biofuels Holdings to
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make improvements to the Facility (the “Biofuels Holdings Loan”). The proceeds available to
SEGA from the Improvement Loan will be supplemented with approximately $2,600,000 of
financing provided by equipment and other vendors (the “Vendor Financing”; the Vendor
Financing along with the Biofuels Holdings Loan are collectively referred to as the
“Improvement Financing”). The Improvement Financing will replace certain critical
components of the Facility, with the most notable component being the dryer and will upgrade or
improve the delivery systems and the basic design of the Facility. The improvements that are
contemplated by the Improvement Financing are designed to, and intended to, increase the
production capacity of the Facility The Debtor believes that such increased production will make
the Debtor a profitable enterprise.

Enova is in the wood pellet production business. It also has other plants in various stages
of development in the Southeastern United States.

Without the injection of capital that it made through Biofuels Holdings in September,
2013, the Debtor would have been out of business in September, 2013. Suppliers and other
critical vendors would not advance credit to the Debtor, the Facility badly needed maintenance
and was likely to break down in multiple different areas within a short period of time. The
Facility also could not produce enough wood pellets to cover its operating costs If the Facility
had been shut down, Debtor would not have been able to regain enough confidence from critical
suppliers and vendors to recommence business.

With the Improvement Financing, and with the working capital that it has provided to the
Debtor, the Facility can repay its long term debts on materially the same terms as existed prior to
the bankruptcy and all of the various suppliers and vendors who are not related to the Debtor in

full over a period of time that is described in this Financial Disclosure or the Plan.
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Restructuring Plan

Debtor is proposing a plan which will repay its secured and unsecured creditors in full
according to the terms set forth in the Plan with initial monthly payments as set forth in Exhibit
C to the Plan.

The Debtor has prepared a Plan of Reorganization and that plan is being distributed with
this Disclosure Statement. Both the plan and the disclosure statement contain attachments. The
attachments are subject to change based on any objections to the Plan that may be filed to the
Disclosure Statement or plan. The plan is feasible. The modifications will not affect valuations
of property but may change treatment of creditors through the plan. Those attachments are
described as follows:

Exhibit A — Chapter 7 Liquidation Analysis

Exhibit B - Unclassified Claims

Exhibit C-1 — Secured Claims

Exhibit C-2 — Critical Creditors and Critical Creditor Claims

Exhibit C-3 — General Unsecured Creditor Claims and Creditors

Exhibit C-4 — SOBIOS Related Claims
Exhibit C-5 — Proforma Budget
Exhibit D—L eases and Executory Contracts

Exhibit E - Budget of the initial monthly payments which will be due under this plan.

The Debtor is and has been the Debtor in Possession ("DIP") in this case since it was
filed on September 11, 2013.
The Debtor advises the parties reviewing the Plan of the following circumstances:
1. The Debtor and Logistec USA, Inc. (“Logistec”) are currently parties to that

certain Storage and Handling Agreement, as amended by First Amendment
4
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(the “Port Agreement”). The Port Agreement was assumed by the Debtor
pursuant to Consent Order (Doc. No. 91). The Port Agreement provides for a
payment to be made to Logistec if the Debtor fails to deliver a certain
minimum tonnage of wood pellets during a certain period of time. The first
such payment would be due under the Port Agreement by May 19, 2014 and is
approximately $256,000 (the “First Port Payment”). Another larger payment
of approximately $560,000 is expected to become due under the Port
Agreement in November, 2014 (the “Second Port Payment”). Both of these
amounts are estimates. The actual amounts will be calculated based on actual
deliveries made by the applicable deadlines. Under the Debtor’s current
operations, it could not make either the First Payment or the Second Payment
on a timely basis. However, the Debtor and Logistec are negotiating an
agreement that the Debtor anticipates will be in place by the time the of Plan
confirmation that would a) extend the expiration date of the Port Agreement,
b) extend the deadline for the First Payment until November 1, 2014 (which is
approximately the time the Debtor anticipates it will increase its production)
and c¢) would increase the charges due under the Port Agreement by $1 per ton
which additional amount would be applied to the Second Payment until it is
paid off, d) which would provide for a change to the location within the port
where the wood pellets would be stored and e) would modify the minimum
guaranteed amount of wood pellets to be delivered under the Port Agreement
to an amount that is less than the total production that the Debtor anticipates

producing from its facility. The Debtor does not anticipate that payments for
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shortfalls in deliveries to the port will become due after it has increased its
production in the manner contemplated by the Plan. The shortfall rate of
$1.00/MT effective November 18, 2014 is for payment covering the shortfall
(in year two) from the agreement entered into between LOGISTEC and Sega
Biofuels LLC prior to the latter’s bankruptcy proceedings on March 6th 2012
(the “Sega agreement”). (Shortfall in year one will have to be paid by SEGA
by a date to be determined). The amount due will be a $8.00/MT charge on
the difference between the guaranteed 100,000MT per year volume to be
shipped and the actual volume shipped by the end of the Sega agreement,
ending November 17, 2014. (example: if 36,500MT actual tonnage is
shipped as of November 17, 2014, the difference of 63,500mt (100,000mt —
36,500mt) x $8.00/MT = $508,000 will be owed to LOGISTEC). Upon the
actual monetary difference being paid off and agreed to by LOGISTEC and
SEGA, the shortfall rate of $1.00/MT will be removed for the remainder of
this Agreement.
2. The Debtor has agreed as follows with two potential creditors:
a. The Debtor will extend the proceedings related to its objection to the
claim of Ogle Engineering for 60 days. During that 60 day period the
Debtor and such creditor intend to go through the documentation
related to the creditor’s claim and determine which amounts thereof
may be substantiated to the satisfaction of the Debtor. It is possible

therefore, that some or all of the claim of such creditor will be allowed
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and will become part of the Class 4 group of creditors known as the
General Unsecured Claims.
b. The Debtor will extend the proceedings related to its objection to the
claim of James Huntley for 60 days. During that 60 day period the
Debtor and such creditor intend to go through the documentation
related to the creditor’s claim and determine which amounts thereof
may be substantiated to the satisfaction of the Debtor. It is possible
therefore, that some or all of the claim of such creditor will be allowed
and will become part of the Class 4 group of creditors known as the
General Unsecured Claims.
3. United Forest Products filed a Proof of Claim in an unspecified amount. The
Debtor and such creditor have agreed that such creditor may file an amended
proof of claim in the amount of $73,722.87 and that the Debtor will not object
to such amended claim which will become part of the Class 4 group of
creditors known as the General Unsecured Claims.
Quarterly Fees
By the twentieth day of each month, Debtor shall file with the U.S. Trustee a monthly
income and expense report for the preceding month until the case is closed or until otherwise
relieved of this responsibility by the Court. Debtor shall continue to make quarterly payments to
the U.S. Trustee prior to confirmation and post-confirmation until the case had been closed,
converted or dismissed.

Legal Proceedings



Case: 13-50694-JSD Doc#:268 Filed:05/02/14 Page:8 of 26

Debtor has filed objections to several filed and unfiled claims. Such objections will be
heard by the Court if a response is filed to the Objection unless proper documentation is provided
and an agreement is reached between the Debtor and creditor obviating the necessity for a
hearing. Only two of these objections remain and will be scheduled for a continued hearing in
June, 2014.

Creditor Remedies

In the event the plan is confirmed and the Debtor fails to make the required payments,
creditors are entitled upon default to enforce the terms of the plan in State Court, and/or may
seek to have the case converted to a Chapter 7 or dismissed.

1. CONCLUSION

This Disclosure Statement is based primarily on financial information provided by the
Debtor. It has not been audited. If you discover that the financial information is inaccurate in
some respect, please contact the attorney for SEGA Biofuels, LLC at the address shown below.

This 2nd day of May, 2014.
Respectfully submitted,

MCCALLAR LAW FIRM

By:_/s/ C. James McCallar, Jr.
C. James McCallar, Jr.
Georgia Bar Number 481400
Tiffany E. Caron
Georgia Bar Number 745089

McCallar Law Firm Attorneys for Debtor

Post Office Box 9026

Savannah, GA 31412

Tel:  (912) 234-1215

Fax: (912) 236-7549
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE SOUTHERN DISTRICT OF GEORGIA
WAYCROSS DIVISION

In re:
Chapter 11

SEGA Biofuels, LLC, Case No. 13-50694-JSD

wn W W L W

Debtor.

CERTIFICATE OF SERVICE

I, C. James McCallar, Jr., do hereby certify that 1 have served the forgoing
Disclosure Statement upon the following by depositing a copy of the same in the United States
mail with proper postage affixed or by electronic service through the Court’s ECF system:

Matthew Mills

Office of the U.S. Trustee
Johnson Square Business Center
2 E. Bryan Street, Ste. 725
Savannah, GA 31401
matthew.e.mills@usdoj.gov

John R. Ferrelle
777 Gloucester St., Ste. 411
Brunswick, GA 31520

Kathleen Horne

Bouhan Falligant LLP

P.O. Box 2139

Savannah, Georgia 31402-2139

Mark Gilbert
P.O. Box 5437
Valdosta, GA 31603

Kevin Stine

1600 Monarch Plaza
3414 Peachtree Road, NE
Atlanta, GA 30326

Daniel Jenkins
Karsman, Mckenzie & Hart
21 West Park Ave.
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Savannah, GA 31401

Dennis Strickland
Strickland & Garmon
127 Albany Avenue
P.O. Box 1592
Waycross, GA 31502

Ward Stone, Jr., Esq.

Matthew S. Cathey, Esq.

Stone & Baxter, LLP

Ficlding & Co. Building, Suite 800
577 Mulberry Street

Macon, Georgia 31201

Gary Moore

Taylor, Odachowski, Schmidt & Crossland
300 Oak Street, Ste. 200

St. Simons Island, GA 31522

This 2" day of May, 2014.
McCallar Law Firm

[s/ C. James McCallar, Jr.
C. James McCallar, Jr.
Georgia Bar # 481400
Tiffany E. Caron
Georgia Bar # 745089

McCallar Law Firm Attorneys for Debtor

P.O. Box 9026

Savannah, GA 31412

Tel: (912) 234-1215

Fax: (912) 236-7549

10
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SEGA Biofuels, LLC

Case No. 13-50694-JSD

Summary of Claims

CLAIMS STATUS

Administrative Claims

Priority Claims

Secured Claims

Critical Creditors

General Unsecured Claims

SOBIOS Related Claims

GRAND TOTAL

TOTAL
Estimate $1,336,570.46
$52,970.04
$11,897,747.23
$239,459.20
$1,804,710.85

$4,000,000.00

$19,331,457.78
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SEGA Biofuels, LLC Case No. 13-50694-JSD
EXHIBIT A
Value
Value of Debtor's Assets as a Going Concern: $12,000,000.00
Liguidation Value
Item Quantity Value
Land $ 350,000.00
Buildings 3 S 650,000.00
Infrastructure S 250,000.00
Dryer Island 1 S 45,000.00
Pellet Mills 2 S 85,000.00
Pellet Mill conditioners 2 S 5,000.00
Cooler 1 S 38,000.00
Pellet Mill Prebins 6 S 12,000.00
Stainless Steel Drag Hot Conveyor 1 S 5,000.00
Dry hammermill 1 S 10,000.00
Greeen hammermill 1 S 15,000.00
Chip Screen 1 S 6,500.00
Hog 1 S 7,500.00
Kice Baghouses 2 S 35,000.00
Air Compressor 1 S 10,000.00
Screw conveyors Multiple S 35,000.00
Scales 1 S 35,000.00
Truck Tipper 1 S 25,000.00
Dry hopper 1 S 25,000.00
Magnets 2 S 10,000.00
Dryer cyclones 2 S 15,000.00
Dryer Ducts/stack 1 S 6,500.00
Green Chip bins 1 S 15,000.00
BM&M Screeners 3 S 30,000.00
Control System 1 S 10,000.00
MCC Equipment 1 $ 30,000.00
Spare Parts S 2,500.00
Briquet Equipment 6 S 250,000.00
Finish Product Storage 3 S 135,000.00
Fire Suppression 1 S 500.00
Bucket Elevators 2 S 35,000.00
Green Chip Feed Bin 3 S 12,500.00
Baghouse Filter/Dry Fiber Bin 1 S 15,000.00
Finish Product Loadout 1 S 35,000.00
Balance of Plant conveyance Multiple S 85,000.00
Baghouse Filters Multiple S 25,000.00
Spare Steel S 25,000.00
HVAC 4 $  15,000.00
Misc Parts/Equipment S 5,000.00
Rolling Stock $ -
Lab Equipment S 1,250.00
FFE S 5,000.00
Total $ 2,407,250.00

As-Is 30% Premium $ 3,129,425.00
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