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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF FLORIDA

West Palm Beach Division
IN RE:
BALLANTRAE, LLC, CASE NO. 17-13427
CHAPTER 11
Debtor.
/
DISCLOSURE STATEMENT

The Debtor, BALLANTRAE, LLC, submits this Disclosure Statement (the “Disclosure
Statement™) to its creditors and other parties in interest. The approval of the Disclosure
Statement is not tantamount to a decision by the Court on the merits of the Plan of

Reorganization (the “Plan” or “Plan of Reorganization.”)

L INTRODUCTION

A, Purpose of this Document.

This Disclosure Statement is submitted pursuant to the requirement imposed on the
proponent of a Plan of Reorganization by 11 U.S.C. § 1125. The purpose is to disclose
information deemed to be material, important, and necessary for the creditors to arrive at a
reasonably informed decision in exercising their right, or to vote for acceptance or rejection of
the Plan of Reorganization. This Disclosure Statement should be read in conjunction with the
accompanying Plan of Reorganization. The Plan is a legally binding document once it is
approved by the Court, and should be read in its entirety. Accordingly, creditors may wish to
consult with their own attorney to more fully understand the Plan.

No representations concerning the Debtor, its future business operations, the value of its
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property or the value of any benefits offered to holders of claims or interests in connection
with the Plan are authorized other than as set forth in this Disclosure Statement. Any
representations or inducements made to secure acceptance of the Plan other than those
contained in this Disclosure Statement should not be relied upon by a creditor or interest
holder. Any such additional representations and inducements should be reported to counsel for
the Debtor at the address below and to the United States Trustee.

The information contained in this Disclosure Statement has not been subject to certified
audit and is based in large extent on information maintained and collected by the Debtor. While
every effort has been made to provide the most accurate information available, the books and
records of the Debtor are not warranted or represented to be completely and historically
accurate. Further, much of the information contained herein consists of projections of future
performance. While every effort has been made to insure that the assumptions are valid and that
the projections are as accurate as can be made under the circumstances, neither the Debtor nor

its accountant undertakes to certify or warrant the absolute accuracy of the projections.

B. Deadlines for Voting and Objecting; Date of Plan Confirmation Hearing

The Court has not yet confirmed the Plan described in this Disclosure Statement. This

section describes the procedures pursuant to which the Plan will or will not be confirmed.

1. Time and Place of the Hearing to Confirm the Plan
The hearing at which the Court will determine whether to confirm the Plan will take

place on , in Courtroom A, Room 801, at 1515 North Flagler Drive,

West Palm Beach, FL 33401.
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2. Deadline for Voting to Accept or Reject the Plan
If you are entitled to accept or reject the plan, vote on the enclosed ballot and return the
ballot to the United States Bankruptcy Court, 1515 N. Flagler Drive, Room 801, West Palm

Beach, FL 33401. See section VIII for a discussion of voting eligibility requirements.

The ballot must be filed with the Bankruptcy Court by or it will not
be counted.
3. Deadline for Objecting to the Confirmation of the Plan Objections to the confirmation of

the Plan must be filed with the Court and served upon the Debtor; attorney for the Debtor, Brian
K. McMahon, P.A., 1401 Forum Way, 6l Floor, West Palm Beach, FL 33401; Heidi Feinman,
Office of the U.S. Trustee, 51 S.W. First Ave, Suite 1204, Miami, FL 33130; and all interested

parties by

4. Identity of Person to Contact for More Information

If you want additional information about the Plan, you should contact Brian K.
McMahon, 1401 Forum Way, 6 Floor, West Palm Beach, FL 33401,
5. Effective Date. As the term is used in this disclosure statement and the plan of
reorganization, the effect date shall be shall be the first business day following fourteen (14)

days after the entry of Order of Confirmation.

II. BACKGROUND

The Debtor, Ballantrae, LLC, operates a preschool/day care facility in Jupiter, FL
known as Oceanside Academey. The company is owned by Corinne Gates and operated by

individuals with many years of experience in the preschool/day care industry. Ms. Gates,
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through Ballantrae, purchased an existing school in January 2015. The school was profitable
from April 2015 through May 2016. Then an unexpected drop in income occurred. It was not
discovered for many months that the director hired to run Ballantrae was diverting income to
herself.

Since the case was filed in March, 2017, the Debtor’s principal, Corinne Gates, has
been assisting the company in meeting its financial obligations by putting in approximately
$14,000.00 per month. Ballantrae’s enrollment has been slowly increasing. If the enrollment
continues to rise at its current rate, by January 2018 Ballantrae will no longer need the

assistance of Ms. Gates to meet its obligations.

I FINANCIAL INFORMATION

The Debtor has filed schedules of assets, liabilities, income and expenses, a Statement of
Financial Affairs, and Monthly Operating Reports which contain the most accurate and current

information available to the Debtor.

A, Real Property. The Debtor owns the property and the school. A recent appraisal

values the property at $2,900,000.00.

- B. Personal Property
The Debtor has furniture for children and vehicles. The furnishings were valued at
$20,000.00 at the time of the filing. The two vehicles, a 2003 Ford Econo Van and a 2005
GMC Savana, were valued at $13,000.00.
C. Ability to Fund and Complete Plan
The Debtor’s ability to fully fund the plan and make payments is dependent on

enrollment. As the school continues to grow, the income will increase. A copy of the projected
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budget is attached hereto.

IV. EXECUTORY CONTRACTS

The Debtor has a copier lease. This lease is assumed.

Y. LIQUIDATION ANAYLSIS

Estimated value of assets:

Real estate and improvements

Office furniture and equipment
Vehicles
Cash on hand

Liens on assets:
American Business Lending  $ 3,417,808

Total Liens

Amount available for unsecured creditors

Administrative Claims $15,000.00

Priority Claims - $  507.78

Amount available for general unsecured creditors

V.  SPECIAL RISK FACTORS

$2,900,000.00

$20,000.00
$13,000.00
$ 6,400.00

$3,417,808
$0.00

$0.00

Certain substantial risk factors are inherent in most plans of reorganization in Chapter 11
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cases. If such plans are accepted, it is usually because they represent a greater return in dividends
than in a liquidating Chapter 7 case. This Plan bears the risk that the Debtor continues to receive
contracts from the federal government. If this case were dismissed or converted, it is not likely
that creditors will receive any distribution.

ALL THE RISK FACTORS INHERENT IN A PLAN OF REORGANIZATION
UNDER CHAPTER 11 ARE PRESENT IN THIS CASE. CREDITORS ARE URGED TO 7
CAREFULLY READ THIS DISLOSURE STATEMENT AND THE ACCOMPANYING
PLAN OF REORGANIZATION SO THAT AN INFORMED JUDGMENT CAN BE MADE

WITH RESPECT TO VOTING ON THE PLAN.

VIIL. CLAIMS

The deadline to file a proof of claim was June 21, 2017.

No unsecured claims have been filed.

Palm Beach County Tax Collector has withdrawn its proof of claim.

American Business Lending, Inc. has filed a secured claim in the amount of

$3,417,808.64.

IX. SUMMARY OF PLAN OF REORGANIZATION

A. Purposeof the Plan of Reorganization
As required by the Code, the Plan places claims and equity interests in various classes
- and describes the treatment each class will receive. The Plan also states whether each class of
claims or equity interests is impaired or unimpaired. If the Plan is conﬁrméd, YOUr recovery

“will be limited to the amount provided by the Plan.
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B. Unclassified Claims

Certain types of claims are automatically entitled to specific treatment under the Code.
They are not considered impaired, and holders of such claims do not vote on the Plan. They
may, however, object if, in their view, their treatment under the Plan does not comply with that
required by the Code. As such, the Plan Proponent has not placed the following claims in any

class:

L. Administrative Claims

Administrative expenses are costs or expenses or administering the Debtor's chapter 11
case which are allowed under § 507(a)(2) of the Code. Administrative expenses also include
the value of any goods sold to the Debtor in the ordinary course of business and received within
20 days before the date of the bankruptcy petition. The Code requires that all administrative
expenses be paid on the effective date of the Plan, unless a particular claimant agrees to a

different treatment.

Administrative claims:

Professional fees: Estimated $25,000.00 Subject to Court
authorization, to be paid in
full on effective date or as
agreed to by attorney and
Debtor. To date, the
Debtor has paid a retainer
of §8,000.00

(Office of the U.S. Trustee Current Paid in full on effective
date
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2. Priority Claims

The IRS has filed a priority claim in the amount of $421.28. The claim will be paid in
full on the effective date.

Palm Beach County tax collector has withdrawn its claim.

C. Classes of Claims and Equity Interests

The Plan shall provide for the payment of all expenses of this proceeding, including fees
due the Office of the U.S. Trustee. The accompanying Plan of Reorganization divides creditors
into the following classes:

Class 1 — The allowed secured claim of American Business Lending in the amount of
$3,417,808.64. This amount will be paid at the rate provide in the note, 6% over a period of 360
months. The Debtor will pay interest only through December 2017 in the amount of $15,664.96.
Regular monthly payments in the amount of $20,491.49 will begin in January 2018, and will be
paid on the 5 of each month. Liens against collateral shall remain until this claim is paid in full
according to this Plan. This class is impaired.

Class 2 — The members of the Debtor shall retain all property of the estate.

The Debtor shall pay the United States Trustee the appropriate sum required pursuant to
28 U.S.C. Section 1930(a)}(6) within ten (10) days of the entry of this order for pre-confirmation
periods and simultaneously provide to the United States Trustee an appropriate affidavit
indicating the cash disbursements for the relevant period. The reorganized Debtor shall further
pay the United States Trustee the appropriate sum required pursuant to 28 U.S.C. § 1930(2)(6)
based upon all disbursements of the reorganized debtor for post-confirmation periods within the

time period set forth in 28 U.S.C. § 1930(a)(6), until the earlier of the closing of this case by the
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issuance of a Final Decree by the Court, or upon the entry of an Order by this Court dismissing
this case or converting this case to another chapter under the United States Bankruptcy Code,
and the party responsible for paying the post-confirmation United States Trustee fees shall
provide to the United States Trustee upon the payment of each post-confirmation payment an
appropriate affidavit indicating all the cash disbursements for the relevant period.

The plan proposes to pay all costs and expenses of administration within thirty days of
the date of confirmation of the Plan, or within such additional time as the administrative
claimants may allow (such as in the case of Colonial Surety). The total amount of
administrative expenses has not yet been determined, but will be set by the Court at the hearing
on the confirmation of the Plan. |

The plan will be funded by the income received by the Debtor from current and future
projects it is awarded. The Debtor has attached the debtor in possession monthly reports and

future projections. The Plan of Reorganization is deemed by the Debtor to be feasible.

X. CONFIRMATION REQUIREMENTS AND PROCEDURES

To be confirmable, the Plan must meet the requirements listed in §§ 1129(a) or (b) of
the Code. These include the requires that: the Plan must be proposed in good faith; at least one
impaired class of claims must accept the plan, without counting votes of insiders; the Plan must
distribute to each creditor at least as much as the creditor would receive in a chapter 7
liquidation case, unless the creditor votes to accept the Plan; and the Plan must be feasible.
These requirements are not the only requirements listed in § 1129, and they are not the only

requirements for confirmation.
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A, Who May Vote or Object

Any party in interest may object to the confirmation of the Plan if the party believes that
the requirements for confirmation are not met.

Many parties in interest, however, are not entitled to accept or reject the Plan. A ereditor
has a right to vote for or against the Plan only if that creditor has a claim that is both (1)
allowed or allowed for voting purposes and (2) impaired.

In this case, the Plan Proponent believes that classes are impaired and that holders of
claims in each of these classes are therefore entitled to vote to accept or reject the Plan. The
Plan Proponent believes that classes are unimpaired and that holders of claims in each of these
classes, therefore, do not have the right to vote to accept or reject the Plan.

1. What is an Allowed Claim?

Only a creditor with an allowed claim has the right to vote on the Plan. Generally, a
claim is allowed if either (1) the Debtor has scheduled the claim on the Debtor's schedules,
unless the claim has been scheduled as disputed, contingent, or unliquidated, or (2) the creditor
has filed a proof of claim, unless an objection has been filed to such proof of claim. When a
claim is not allowed, the creditor holding the claim cannot vote unless the Court, after notice
and hearing, cither overrules the objection or allows the claim for voting purposes pursuant to
Rule 3018(a) of the Federal Rules of Bankruptcy Procedure.

The &’eadline for filing a proof of claim in this case was June 21, 2017.

2. What is an Imnaired Claim?

As noted above, the holder of an allowed claim has the right to vote only if it is in a class
that is impaired under the Plan. As provided in § 1124 of the Code, a class in considered

impaired if the Plan alters the legal, equitable, or contractual rights of the members of that class.

10
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3. Who is Not Entitled to Vote?

The holders of the followiﬁg types of claims and equity interests are not entitled to vote:
- holders of claims and equity interests that have been disallowed by an order of the Court;
- holders of claims and equity interests that are not “allowed claims” or “allowed equity
interests”, unless they have been “allowed” for voting purposes.
- holders of claims or equity interests in unimpaired classes;
— holders of claims entitled to priority pursuant to §§ 507(a)(2), (a)(3) and (a)(8) of the
Code;
— holders of claims or equity interests in classes that do not receive or retain any value
under the Plan; and
- administrative expenses

Even if you are not entitled to Voie on the Plan, you have a right to object to

Confirmation of the Plan.

4, Who Can Vote in More than One Class?

A creditor whose claim has been allowed in part as a secured claim and in part as an
unsecured claim, or who otherwise holds claims in multiple classes, is entitled to accept or

reject a Plan in each capacity, and should cast one ballot for each claim.

B. Votes Necessary to Confirm the Plan

If impaired classes exist, the Court cannot confirm the Plan unless (1) at least one
impaired class of creditors has accepted the Plan without counting the votes of any insiders
within that class of creditors, and (2) all impaired classes have voted to accept the Plan, unless

the Plan is eligible to be confirmed by “cram down” on non-accepting classes as discussed

11




Case 17-13427-EPK Doc 57 Filed 08/31/17 Page 12 of 20

below in Section B.2.

1. Votes Necessary for a Class to Accept the Plan

A class of claims accepts the Plan if both of the following occur: (1) the holders of more
than one-half (1/2) of the allowed claims in the class, who vote, cast their votes to accept the
Plan, and (2} the holders of at least two-thirds (2/3) in dollar amount of the allowed claims in

the class, who vote, cast their votes to accept the Plan.

2. Treatment of Nonaccepting Classes

Even if one or more impaired classes reject the Plan, the Court may nonetheless confirm
the Plan if the nonaccepting classes are treated in the manned prescribed by § 1129(b) of the
Code. A plan that binds nonaccepting classes is commonly referred to as a “cram down” plan.
The Code allows the Plan to bind nonaccepting classes or of claims or equity interests if it
meets all the requirements for consensual confirmation except the voting requirements of §
1129(a)(8) of the Code, does not “discriminate unfairly” and is “fair and equitable” toward
each impaired class that has not voted to accept the Plan.

You should consult your own attorney if a “cram down” confirmation will affect your claim

or equity interest, as the variations on this general rule are numerous and complex.

XL EFFECT OF CONFIRMATION OF PLAN

On the effective date of the Plan, the Debtor shall be discharged from any debt that
arose before confirmation of the Plan, subject to the occurrence of the effective date, to the
extent specified in § 1141(d)(1)(A) of the Code, except that the Debtor shall not be discharged
of any debt (i) imposed by the Plan, (ii) of a kind specified in § 1141(d)(6)(A) if a timely

complaint was filed in accordance with Rule 4007(c) of the Federal Rules of Bankruptcy

12
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Procedure, or (iif) of a kind specified in § 1141(d)(6)(B). After the effective date of the Plan,
your claims against the Debtor will be limited to the debts described in clauses (i) through (iii)

of the preceding sentence.

XII. CONCLUSION

The Plan offers o cure the amount owed to secured creditors and pay unsecured 100%

of their allowed claim without interest.

/s/ Corinne Gates

Ballantrae, LLC
By Corinne Gates, its Managing Member

BRIAN K, MCMAHON, P.A,
1401 Forum Way, 6 Floor
West Palm Beach, FL 33401
Tel (561} 478-2500
Fax (561)478-3111
briankmcmahon ail.com
By:/s/ Brian K. McMahon
Brian K. McMahon
FL Bar No. 853704

13
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Oceanside Academy

Enrollment
8-14-17 Room For
Infants 7 1
Toddlers 7 5
2’s 10 1 {or 12 if we add a classroom)
3’s 15 13 (adding a classroom)
VPK 20 11
SA 18 5
Total 77 @ $8620.72
VPK 1398.00
ELC 1820.40

$11839.12 x 4 = $47356.48

By 9-30-17 Add
infants 1@ 250=8
Toddlers 1@ 230=8

2's 1@220=11

3’s 3 @ 630 = 18 (add class)
VPK 4 @320+ 280=24

SA 2 @ 155 = 20 (add teacher)

New Total 89 @ 513924.12 x 4 = $55696.48

By 10-30-17 Add

Infants 0 (start a wait list)

Toddlers 1@ 230=9

2's 3 @ 660 = 14 {add class and teacher)
3's 2@420=20

VPK 4 @ 320+ 280 =128

SA 2@ 155 =22

New Total 99 @ $15989.12 x 5 = $79945.60
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By 11-30-17 Add
infants 2 @ 500 = 10 {open class, add teacher)
Toddlers 1@ 230=10

2's 4@ 880=16

3's 2 @ 420 = 22 (add teacher)
VPK 2@ 160+ 140 =30

SA 2@ 155 =24

112 @18474.12 x 4 = 573896.48

By 12-30-17 Add
Infants 2@500=12
Toddlers 2@ 460= 12
2’s 2@ 440=18
3’s 4 @840 =26
122 @ $20714.12 x 4 = 582856.48

Page 15 of 20
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Oceanside Academy

Projection

August 2017

income Expenses
August 47356.48 Payroll 8-4 7398.55
2047 Misc Paychecks 735.68
Payroll 8-18 6819.65
Misc Paychecks 997.87
Taxes/ADP Fees 4800.00
Diana 3748.16
il 3200.00
Debbie 4810.00
Sam 640.00
Bank Charges i00.00
Tower Insurance 2373.87
Progressive Insurance 300.00
MNationwide Insurance 723.57
Mortgage 16933.48
Repairs/Maint 564.00
Utilites 1896.06
IMFF 11803.02 Van Repair 352.40
Leasas 430.00
Prof Fees 1500.00
Bal Summer Trips £32.20

TOTAL

$59159.50
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Oceanside Academy

September 2017
Projection
Income ‘ Expenses
September 55696.48 Payroll 9-1 8351.00;
2017 4 weels Payroll 9-15 7832.00
Payroll 9-29 8381.00
Taxes (3 Pay) 7200.00
il 3200.00
Diana 3840.00
Sam 640.00
Bank Chgs 100.00
Tower Insurance 1558.08
Progressive Insurance 300.00
Maticnwide Insurance 72757
Morigage 16933.48
Repairs etc 500.00
Utilities 2000.00
leases 430.00
Praf Fees 1500.00
DI ~FEIGLED
{3 payroils)

63523.13
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Oceanside Academy

Projection
October 2017
Income Expenses
October $79945.60 Payroll 10-13 8381.00
2017 5 weeks. Payroll 10-27 8381.00
Taxes/ADP Fees 4800.00
Wil x 5 4000.00
Diana x5 4800.00
Sam 800.00
Bank Chgs 100.00
Tower Insurance 1558.08
Progressive insurance 300.00
Nationwide Insurance 727.57
Mortgage 16933.48
Repairs etc 500.00
Utilities 2000.00
{eases 430.00
Prof Fees 1500.00
DHf +24734.47

$55211.13
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Qceanside Academy
Projection
November 2017
income Expenses
November 73896.48 Payroll 11710 9851.00
2017 4 weeks Payroll 11/24 8851.00
Taxes/ADP Fees 5400.00
M 3200.00
Diana 3840,00
Sam 640.00
Bank Chgs 100.00
Tower Insurance 1558.08
Progressive Insurance 300.00
Nationwide Insurance 727.57
Mortgage 16833.48
Repairs et 500.00
Utilities 2000.00
Leases 430.00
Prof Fees 1500.00
Diff +17065.35

$56831.13
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Oceanside Academy

Projection
December 2017
Income Expenses
December 582856.48 Payroll 12/8 10891.00
2017 4 weeks Payroli 12/22 10891.00
Taxes/ADP Faes 5550.00
M 32006.00
Diana 3840.00
Sam 640.00
Bank Chgs 100.00
Tower Insurance 1558.08
Progressive Insurance 300.00
Mationwide Insurance 727.57
Mortgage 15933.48
Repairs etc 500.00
Utifities 2000.00
{eases 430.60
Prof Fees 1500.00
Diff +23795.35

$59061.13




