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UNITED STATES BANKRUPTCY COURT 
DISTRICT OF MINNESOTA 

 
In Re: BKY CASE No. 16-31466 
 
S. Hemenway, Inc., 

Debtor. 
_____________________________________________________________________ 
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E.  Executory Contracts 
F.  Means for Execution of Plan 
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E. Modification of Plan 
F. Final Decree 
 

VI. CONCLUSION 
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I. 
 

INTRODUCTION 
 

S. Hemenway, Inc. (“Debtor”) filed a case pursuant to Chapter 11 of the United 
States Bankruptcy Code on May 2, 2016.  Debtor is filing this Disclosure Statement 
(“Disclosure Statement”), which has been prepared for the Bankruptcy Court’s approval 
for submission to the holders of the claims and interests with respect to Debtor and its 
assets.  Capitalized terms used in this Disclosure Statement shall have the meanings 
given to them in the Plan or by the Bankruptcy Code unless the context otherwise 
requires. 
 

Chapter 11 is the principal reorganization chapter of the Bankruptcy Code.  
Debtor is protected by the automatic stay provisions of Section 362 of the Bankruptcy 
Code while it attempts to present a plan of reorganization to its creditors. 
 

Debtor’s Disclosure Statement is furnished pursuant to Section 1125 of the 
Bankruptcy Code and is intended to provide all persons known to have claims against 
Debtor with sufficient information to permit them to make an informed judgment as to 
their votes to accept or reject the Plan.  No representations concerning Debtor, 
particularly as to its future business operations, the value of its property, other than 
those set forth in this Disclosure Statement, are authorized by Debtor. 
 

ANY REPRESENTATIONS OR INDUCEMENTS MADE TO SECURE YOUR 
ACCEPTANCE WHICH ARE OTHER THAN THOSE IN THIS DISCLOSURE 
STATEMENT SHOULD NOT BE RELIED UPON BY YOU IN ARRIVING AT YOUR 
DECISION, AND ANY SUCH ADDITIONAL REPRESENTATIONS OR INDUCEMENTS 
SHOULD BE REPORTED TO COUNSEL FOR DEBTOR OR TO THE UNITED 
STATES TRUSTEE, WHO, IN TURN, SHALL DELIVER THIS INFORMATION TO THE 
BANKRUPTCY COURT FOR SUCH ACTIONS AS MAY BE DEEMED APPROPRIATE. 
 

THE FINANCIAL INFORMATION CONTAINED IN THIS DISCLOSURE 
STATEMENT HAS BEEN PROVIDED BY DEBTOR BUT HAS NOT BEEN 
INDEPENDENTLY AUDITED.  ALL STATEMENTS CONCERNING FINANCIAL DATA 
ARE MADE IN GOOD FAITH AND ARE INTENDED TO BE AS COMPLETE AND AS 
ACCURATE AS POSSIBLE WITHIN THESE LIMITATIONS.  BANKRUPTCY 
COUNSEL FOR DEBTOR HAS NOT VERIFIED ANY OF THE INFORMATION SET 
FORTH IN THIS DISCLOSURE STATEMENT. 
 

Definitions of terms used in this Disclosure Statement are provided in Article 8 of 
Debtor’s Plan of Reorganization, which is submitted herewith. 
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II. 
 

NATURE AND HISTORY OF DEBTOR’S BUSINESS AND EVENTS LEADING TO THE 
FILING OF THE CHAPTER 11 CASE 

 
A. Organization and Operations. 
 

The Debtor is owned by Scott Hemenway.  There are no other shareholders.  Mr. 
Hemenway is the principle officer of the Debtor.  It is the Debtor’s intention to 
have him continue in those capacities subsequent to Court approval of the 
Debtor’s Plan of Reorganization. 
 

     B.  Events Leading to the Filing of Chapter 11. 
 
Mr. Hemenway was separated from his wife in 2013.  He was divorced from his 
wife in 2014.  The divorce had a negative impact on Mr. Hemenway personally, 
professionally, and financially.  The Debtor suffered along with Mr. Hemenway.  
The Debtor’s revenues declined by 31% between the middle of 2013 and the end 
of the calendar year 2014.  In mid-2014, the Debtor obtained a short-term loan to 
allow it to continue operating.  The payments were substantial and in excess of 
$15,000 per month.   
 
In October 2014, the Debtor had to terminate its chief operating officer.  In 
addition, in October 2014, the Debtor’s key sales personnel left.  In November of 
2014, the Debtor’s lead nurse left her employ with the Debtor.   
 
The Debtor was required to restructure its operation to maintain its Minnesota 
homecare license.  The Debtor estimates that this relicensing cost it somewhere 
between $15,000 and $20,000.   
 
The Debtor’s sales revenues for 2012 were approximately $4,200,000.  In 2013, 
revenues declined to $3,600,000.  Revenues declined again in 2014 to 
$2,900,000.  They rose slightly in 2015, to $3,300,000. 
 
In late 2014, the Debtor commenced falling behind in making its withholding tax 
deposits to the IRS and the Minnesota Department of Revenue.  During 2015, 
the Debtor was attempting to reorganize its operations so as to reduce expenses 
and improve its cash flow.  The Debtor continued to fall behind in making 
withholding tax deposits due to these cash flow difficulties.  At the start of 2015, 
Scott Hemenway owed, as a loan, the sum of $375,000 to the Debtor.  During 
2015, this loan was increased by approximately $417,000.  The loan proceeds 
were used by Mr. Hemenway to pay income taxes, make alimony payments, 
mortgage and car expenses and schooling for his children.   
 
In the fall of 2015, the Debtor employed Tax Defense Partners of California to aid 
the Debtor in working with the IRS to work out a payment plan.  Unfortunately, 
the decision to retain Tax Defense Partners turned out to be disastrous.  The 
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Debtor could not get responses from the entity it sought to have represent it.  
Ultimately, Tax Defense Partners would not communicate with the Debtor or with 
the IRS.  This led to the issuance of levies and forced the Debtor to seek the 
protection of Chapter 11, which it did in May of 2016.  
 
Attached to the Disclosure Statement and marked as Exhibit A is a Liquidation 
Analysis.  Attached to the Disclosure Statement and marked as Exhibit B are 
projections for the ongoing operation of the Debtor.  Attached to the Disclosure 
Statement and marked as Exhibit C is a summary of the Operating Reports for 
the Debtor since filing Chapter 11. 
 

C. Financial History and Events Subsequent to Filing a Petition. 
 

1. Retention of Professionals: 
 

The Debtor has retained Steven B. Nosek as Debtor’s bankruptcy counsel.   
The Debtor has retained Frederick Rosen as the Debtor’s accountant. 
 

2. Creditors Committee: 
 
There is no Committee of Unsecured Creditors in this case. 
 

III. 
 

CLAIMS AGAINST OTHERS 
 

A. Preferences 
 

The Debtor does not believe there have been preferential transfers to 
creditors. 

 
B. Claims Against Insiders 

 
The Debtor does not believe that there have been preferential transfers to 
insiders that can be recovered by the Debtor.  The money loaned to Scott 
Hemenway cannot be repaid by him for the following reasons:  (i.) He 
continues to pay alimony to his former wife; (ii.)  He has reduced his salary to 
aid in the Debtor’s reorganization; (iii.)  All projected profits are to be utilized 
by the Company to repay debt to creditors as described in this Plan. 
 

       C.   Compensation of Member 
 

Scott Hemenway is the owner and sole member of the Debtor.  His annual 
compensation is $65,000.  Mr. Hemenway will manage the Debtor following 
confirmation of the Debtor’s Plan of Reorganization. 
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D.    Objections to Claims Against Debtor 
 

The claim filing bar date for creditors other than governmental units was 
September 7, 2016. The claim filing bar date for governmental units was 
September 7, 2016.  The Debtor anticipates asserting certain claim 
objections. 

 
           IV. 

 
DESCRIPTION OF DEBTORS PLAN OF REORGANIZATION 

 
A. DESCRIPTION OF CLASSES OF CLAIMS 
 
2.01 Class 1. The Secured Claim of the Internal Revenue Service in the 

amount of $751,644.91.  The Claim consists of a Secured 
Claim in the amount of $526,413.62, a Priority Unsecured 
Claim in the amount of $173,167.06 and an Unsecured Non-
Priority Claim in the amount of $39,552.73.40.  The secured 
portion of this Claim will be dealt with in Class 1, the 
Unsecured Priority portion of the Claim will be dealt with in 
3.02 of the Debtor’s Plan of Reorganization.  The Unsecured 
Non-Priority portion of the Claim will be treated as an 
Unsecured Claim in Class 4 of the Debtor’s Plan of 
Reorganization.  The Debtor will make a total of 60 monthly 
payments from the filing date in the amount of $9,694.71 to 
pay the claim in full.  Interest will accrue at 4% per annum.   

 
2.02 Class 2. The secured claim of Unity Bank in the approximate amount 

of $162,000.00.  The Debtor will make monthly payments in 
the amount of $3,000.00 until the claim is paid in full at an 
interest rate of 5% per annum. 

 
2.03 Class 3. The executory contracts between the Debtor and Living 

Assistance, Inc.  The Debtor owes approximately $60,313.00 
on the two Franchise Agreements.  The Debtor will assume 
the executory contracts between it and the Class 3 creditor 
and will make monthly payments in the amount of $2,000.00 
until the outstanding balance has been paid in full. 

 
2.04 Class 4. All non-insider unsecured claims without priority allowed 

under 11 U.S.C. §502 of the Bankruptcy Code. 
 
2.05 Class 5. Equity Shareholder interests of the Debtor.  
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B. TREATMENT OF CLAIMS UNDER THE PLAN 
 

Class Impairment Treatment 

Class 1 – 
Secured Claim of 
the Internal 
Revenue Service 

Unimpaired 
 
 
 
 
 
 
 

The Internal Revenue Service has filed an 
Amended Secured Claim in the amount of 
$526,413.62.  The Internal Revenue Service also 
holds a Priority Unsecured Claim in the amount of 
$173,167.06 and an Unsecured Non-Priority Claim 
in the amount of $39,552.73.  The Debtor entered 
into an Adequate Protection Agreement with the 
Internal Revenue Service at the outset of filing 
Chapter 11.  The Agreement has been approved 
by the Court.  The Debtor has made monthly 
payments, and continues to make monthly 
payments to the IRS, in the amount of $9,694.71 
per month since the filing date in May 2016.  The 
Debtor will continue to make monthly payments 
(approximately 52 monthly payments) to the Class 
1 creditor in the amount of $9,694.71 per month 
both prior to and subsequent to Plan Confirmation 
until the balance is paid in full.  This will pay the 
Secured Claim and Unsecured Priority Claim of 
the Internal Revenue Service.  Interest will accrue 
at the rate of 4% per annum.  The Internal 
Revenue Service will retain its lien until completion 
of the Plan of Reorganization. 

Class 2 – 
Secured Claim of 
Unity Bank 
 

Unimpaired Unity Bank has made three (3) loans to the 
Debtor.  Those are loan nos.:  3000100260; 
3000102628 and 3000103002.  The three (3) 
loans have a balance of approximately 
$162,000.00.  The Debtor has made no payments 
to Unity Bank on these loans since the filing date.  
Upon Plan confirmation, the Debtor will commence 
making monthly payments to Unity Bank in the 
amount of $3,000.00 per month until the Claim is 
paid in full.  Interest will accrue at 5% per annum.   
Unity Bank will retain its security interest and lien 
on the Debtor’s assets until completion of the Plan 
of Reorganization.   
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Class 4 is Impaired under this Plan and is entitled to vote for or to reject the Plan.  
Classes 1, 2, 3, and 5 are Unimpaired. 

 
C. CLAIMS 

 
 1. Disputed Claim.  A disputed claim is a claim that has not been 
allowed or disallowed by a final non-appealable order, and as to which either: (i) 
a proof of claim has been filed or deemed filed, and the Debtor or another party 
in interest has filed an objection; or (ii) no proof of claim has been filed, and the 
Debtor has scheduled such claim as disputed, contingent, or unliquidated. 

 
2. Delay of Distribution on a Disputed Claim.  No distribution will be 

made on account of a disputed claim until such claim is allowed by a final 
non-appealable order. 
 
D. ADMINISTRATIVE EXPENSE CLAIMS 

 
1. Unclassified Claims.  Under 11 U.S.C. §1123 (a)(1), administrative 

expense claims, and priority tax claims are not classified. 
 
2. Administrative Expense Claims.  Each holder of an administrative 

expense claim allowed under 11 U.S.C. §503 of the Code will be paid in full on 
the Effective Date of this Plan (as defined in Article VII), in cash, or upon such 
other terms as may be agreed upon by the holder of the claim and the Debtor.  
The Debtor estimates that unpaid administrative expense claims will not exceed 
$15,000.00.   

Class 3 – 
Executory 
Contract with 
Living Assistance 

Unimpaired The two executory contracts between the Debtor 
and Living Assistance, Inc.  The Debtor owes 
approximately $60,313.00 on the executory 
contracts in this Class.  The Debtor will assume 
the two executory contracts between it and the 
Class 3 creditor and will make monthly payments 
in the amount of $2,000.00 until the outstanding 
balance has been paid in full. 

Class 4 – 
Unsecured 
Creditors 

Impaired The non-insider Unsecured Creditors of the Debtor 
total approximately $130,000.00.  The Debtor will 
pay each allowed unsecured creditor 5% of the 
allowed unsecured Claim in Class 4 on or before 
December 30, 2017. 

Class 5 – Equity 
Security Holders 

Unimpaired The Equity Security Holder of the Debtor will retain 
entirely his membership interests in the Debtor. 
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3. Priority Tax Claims.  Each holder of a priority unsecured tax claim 
will be paid consistent with §1129(a)(9)(C) of the Code.  The Debtor believes 
there are no priority unsecured wage claims or any other priority claims owed to 
any entity or individual.   Any payments to unsecured priority tax creditors will be 
paid over 52 months from the date of the filing of the Petition in accordance with 
§1129(a)(c) of the Bankruptcy Code.  The Minnesota Department of Revenue 
has filed an unsecured claim in the amount of $41,157.18.  The Debtor will make 
52 monthly payments in the amount of $757.97 to pay the claim in full.  Interest 
will accrue at the rate of 4% per annum. In addition, the Debtor owes an 
Unsecured Priority Claim to the Internal Revenue Service.  See the Treatment 
proposed for the Class 1 creditor.  The Debtor will continue to make those 
payments to the Internal Revenue Service. 

4. United States Trustee Fees.  All fees required to be paid by 28 
U.S.C. §1930(a)(6) (U.S. Trustee Fees) will accrue and be timely paid until the 
case is closed, dismissed, or converted to another chapter of the Code. Any U.S. 
Trustee Fees owed on or before the Effective Date of this Plan will be paid on the 
Effective Date.  The Debtor will continue to file disbursement reports with the 
Office of the US Trustee while the bankruptcy case remains open. 

 
E. EXECUTORY CONTRACTS 

 
 Assumed Executory Contracts and Unexpired Leases. 

 
(i) The Debtor assumes the following executory contracts and/or 

unexpired leases effective upon the Effective Date of this Plan as 
provided in Article VII:  The franchise agreements held by the 
Debtor with Living Assistance. 

 
(ii) The Debtor will be conclusively deemed to have rejected all 

executory contracts and/or unexpired leases not expressly 
assumed under section E(i) above, or before the date of the order 
confirming this Plan. 

 
F. MEANS FOR EXECUTION OF PLAN 
 
The current Member and Owner of the Debtor is Scott Hemenway.  He will 

remain the owner and an employee of the Debtor.  The Debtor intends to make 
payments required under the Plan from ongoing cash flow generated by continued 
operations.  Any questions regarding this Plan may be directed to the Debtor: Scott 
Hemenway c/o S. Hemenway, Inc., 500 E. Travelers Trail, Suite 100, Burnsville, MN 
55337, 952-388-2511. 
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V. 
 

CONFIRMATION STANDARDS 
 

To be confirmable, the Plan must meet the requirements listed in §§1129(a) or 
(b) of the Code. These include the requirements 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 and equity interest holder at 
least as much as the creditor or equity interest holder would receive in a chapter 7 
liquidation case, unless the creditor or equity interest holder 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. 
 
 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. 
  
 Only a creditor or equity interest holder with an allowed claim or an allowed 
equity interest has the right to vote on the Plan. Generally, a claim or equity interest 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 or equity interest, unless an objection has been filed to 
such proof of claim or equity interest. When a claim or equity interest is not allowed, the 
creditor or equity interest holder holding the claim or equity interest cannot vote unless 
the Court, after notice and hearing, either overrules the objection or allows the claim or 
equity interest for voting purposes pursuant to Rule 3018(a) of the Federal Rules of 
Bankruptcy Procedure. 
 
 As noted above, the holder of an allowed claim or equity interest 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 is considered impaired if the Plan alters the legal, equitable, or 
contractual rights of the members of that class. 
   
 The holders of the following five 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 other claims or equity interests that are not “allowed 

claims” or “allowed equity interests” (as discussed above), 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; and 
 • holders of claims or equity interests in classes that do not receive 

or retain any value under the Plan; 
 • administrative expenses. 
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 A creditor whose claim has been allowed in part as a secured claim and in part 
as an unsecured claim, or who otherwise hold claims in multiple classes, is entitled to 
accept or reject a Plan in each capacity, and should cast one ballot for each claim. 
 
 B. Liquidation Analysis 
 
 To confirm the Plan, the Court must find that all creditors and equity interest 
holders who do not accept the Plan will receive at least as much under the Plan as such 
claim and equity interest holders would receive in a chapter 7 liquidation. A liquidation 
analysis is attached to this Disclosure Statement as Exhibit A. 
 
 C. Feasibility 
 
 The Court must find that confirmation of the Plan is not likely to be followed by 
the liquidation, or the need for further financial reorganization, of the Debtor or any 
successor to the Debtor, unless such liquidation or reorganization is proposed in the 
Plan. 
 
 The Plan Proponent believes that the Debtor will have enough cash on hand on 
the Effective Date of the Plan to pay all the claims and expenses that are entitled to be 
paid on that date.  
 
 The Plan Proponent must also show that it will have enough cash over the life of 
the Plan to make the required Plan payments. 
 
 The Plan Proponent has provided projected financial information. Those 
projections are listed in Exhibit B. 
 
 The Debtor’s financial projections show that the Debtor will have an aggregate 
annual positive cash flow, after paying operating expenses.  The projections show that 
the Debtor will be able to fund future payments due under the Plan 

 
You Should Consult with Your Accountant or other Financial Advisor If You 

Have Any Questions Pertaining to These Projections. 
 

D. Discharge of Debtor 
 
 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. 
 
 E. Modification of Plan 
 
 The Plan Proponent may modify the Plan at any time before confirmation of the 
Plan. However, the Court may require a new disclosure statement and/or revoting on 
the Plan. 
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EXHIBIT A – DISCLOSURE STATEMENT 
 

S. HEMENWAY, INC. 
 

LIQUIDATION ANALYSIS 
 

ASSETS 7-31-2016 BALANCE 
SHEET 

LIQUIDATION 
VALUE 

Cash and Checking Account ($40,000.00) $0.00
Accounts Receivable $113,000.00 $113,000.00
Intercompany Accounts 
Receivable-Geneva Sts. 

$2,700.00 $2,700.00

Visiting Angels STP $98,000.00 $5,000.00
Due from Owner1 $813,000.00 $0.00
Office Equipment $161,000.00 $15,000.00
Vehicles2 $104,000.00 $0.00
Franchise3 $40,000.00 $10,000.00
TOTAL $1,291,700.00 $145,700.004

 
 
   
 
 

                                                            
1 A shutdown of the Debtor will force the Owner to seek personal bankruptcy. 
2 All vehicles are encumbered.  Debtor has minimal equity. 
3 Franchise may be assignable but Franchisor is owed $41,000 in pre‐bankruptcy unpaid franchise fees. 
4 All assets are subject to security interests or liens.  Unity Bank claims $238,901.23.  The Internal Revenue Service 
liens total $751,644.91.  Unsecured creditors will receive zero if the Debtor is liquidated. 
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Case 16-31466    Doc 80    Filed 11/23/16    Entered 11/23/16 11:02:46    Desc Main
 Document      Page 14 of 27



Case 16-31466    Doc 80    Filed 11/23/16    Entered 11/23/16 11:02:46    Desc Main
 Document      Page 15 of 27



Case 16-31466    Doc 80    Filed 11/23/16    Entered 11/23/16 11:02:46    Desc Main
 Document      Page 16 of 27



Case 16-31466    Doc 80    Filed 11/23/16    Entered 11/23/16 11:02:46    Desc Main
 Document      Page 17 of 27



Case 16-31466    Doc 80    Filed 11/23/16    Entered 11/23/16 11:02:46    Desc Main
 Document      Page 18 of 27



Case 16-31466    Doc 80    Filed 11/23/16    Entered 11/23/16 11:02:46    Desc Main
 Document      Page 19 of 27



Case 16-31466    Doc 80    Filed 11/23/16    Entered 11/23/16 11:02:46    Desc Main
 Document      Page 20 of 27



Case 16-31466    Doc 80    Filed 11/23/16    Entered 11/23/16 11:02:46    Desc Main
 Document      Page 21 of 27



Case 16-31466    Doc 80    Filed 11/23/16    Entered 11/23/16 11:02:46    Desc Main
 Document      Page 22 of 27



Case 16-31466    Doc 80    Filed 11/23/16    Entered 11/23/16 11:02:46    Desc Main
 Document      Page 23 of 27



Case 16-31466    Doc 80    Filed 11/23/16    Entered 11/23/16 11:02:46    Desc Main
 Document      Page 24 of 27



Case 16-31466    Doc 80    Filed 11/23/16    Entered 11/23/16 11:02:46    Desc Main
 Document      Page 25 of 27



Case 16-31466    Doc 80    Filed 11/23/16    Entered 11/23/16 11:02:46    Desc Main
 Document      Page 26 of 27



Case 16-31466    Doc 80    Filed 11/23/16    Entered 11/23/16 11:02:46    Desc Main
 Document      Page 27 of 27




