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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF PUERTO RICO

IN RE:

PRINTING AND BIKE CORPORATION CASE NO. 15-10240 BKT
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CHAPTER 11

DISCLOSURE STATEMENT DATED OCTOBER 14, 2016
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I. INTRODUCTION

This is the disclosure statement (the “Disclosure Statement”) in the small business Chapter 11 case of
Printing and Bike Corp. (hereinafter “The Debtor”). This Disclosure Statement contains information about
the Debtor and describes the Plan of Reorganization (the “Plan”) filed by Printing and Bike Corp. on October
14, 2016. A full copy of the Plan is attached to this Disclosure Statement as Exhibit A. Your rights may be
affected. You should read the Plan and this Disclosure Statement carefully and discuss them with your
attorney. If you do not have an attorney, you may wish to consult one.

The proposed distributions under the Plan are specified in the Exhibits included with this Disclosure
Statement and discussed at pages 9 to 16 of this Disclosure Statement.

Administrative expenses are classified in Class 1 and shall be paid in cash and in full as soon as
practicable or agreed with the creditor on the later of (a) the Effective Date or (b) the date any such claim
becomes an allowed Administrative Claim.

Secured claim is classified in Class 2, comprised by Banco Popular de PR. This bank filed the claim
number 6 in the amount of $149,344, this classified as a secured claim. This BPPR’s claim was a mortgage loan
secured by the Debtors” commercial property located at 175B Calle Jose C Barbosa, Las Piedras, PR Finca
#3145 with 887.85 sq mts at Montones Ward, Las Piedras, PR. Although since the filing of the case this claim
has been paid under original terms and conditions of the obligation, this claim will be restricted on the
effective date of the Plan.

The Class 3 consist of all allowed priority claims pursuant to Section 507(a)(4), namely for employee
benefits, specifically vacations, up to a maximum of §11,725 for each individual, earned within 180 days
before the date of the filing of the petition. Employee vacations accrued or owed within 180 days prior to
filing Debtors’ petition were scheduled and claimed in the amount of $1,450. All allowed amounts owed under
this class will be paid in the ordinary course of business of the debtor. In the alternative, members of this class
which are no longer employed by the debtor will receive full payment on account of their claim on the
effective date of the plan.

The Class 4 consists of a Proof of Claim No. 4 filed by Xerox Corporation in the amount of
$10,166.39 in relation with a lease agreement between this creditor and the Debtor. Accordingly, this creditor’s
claim will be paid in full through monthly over a period of five (5) years, starting on the Effective Date.

In relation with general unsecured creditors classified in Class 5 and the aggregate dividend to this
class would be fixed in the amount of $5,000 with payments to be distributed pro-rata among the outstanding
and allowed claims of each creditor. On the consummation date, this Class 5 claimant shall receive from the
Debtors a non-negotiable, non-interest bearing promissory note, dated as of the Effective Date, providing for
a total amount of $5,000 which shall be payable in consecutive monthly installments of $83.00 during a petiod
of five (5) years, starting on the Effective Date; with a monthly pro-rata distribution among all members of this
Class 5. This dividend equal for a 6% of their allowed claims.
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Finally, unsecured priority tax claims shall be paid in full, in cash, and will receive monthly payments
with interest computed at statutory rates over a period not exceeding five (5) years after the date of the filing
of the petition.

This Disclosure Statement is being distributed by the Debtor to all creditors who are entitled to vote
under Chapter 11, and is intended to provide adequate information so that creditors may make a reasonable
informed judgment to accept or to reject the Plan.

A. Purpose of This Document

This Disclosure Statement describes: the Debtor and significant events during the bankruptcy case;
how the Plan proposes to treat claims of the type you hold ( what you will receive on your claim if the plan is
confirmed); who can vote on or object to the Plan; what factors the Bankruptcy Court will consider when
deciding whether to confirm the Plan; why Debtor believes the Plan is feasible; and how the treatment of your
claim under the Plan compares to what you would receive on your claim in liquidation; and the effect of
confirmation of the Plan.

Be sure to read the Plan as well as the Disclosure Statement. This Disclosure Statement describes the
Plan, but it is the Plan itself that will, if confirmed, establish your rights.

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 Finally Approve This Disclosure Statement and Confirm the Plan
1. The hearing at which the Court will determine whether to finally approve this Disclosure Statement

and confirm the Plan will be conducted at the United States Bankruptcy Court for the District of Puerto Rico
which is located at 300 Recinto Sur Street, Room 109, San Juan PR 00901. The date for the confirmation
hearing will be fixed by the Court and notified together with this Disclosure Statement.
2. Deadline for V'oting to Accept or Reject the Plan
If you are entitled to vote to accept or reject the plan, vote on the enclosed ballot and return the ballot

in the enclosed to the following address: Wigberto Lugo Mender, Esq., at Centro Internacional de Mercadeo
100 Carr. 165 Totre I Suite 501 Guaynabo, PR 00968-8052.

See section IV.A. below for a discussion of voting eligibility requirements.

Your ballot must be received by before the confirmation hearing or at other date as it may be fixed by
the Court, or it will not be counted.

3. Deadline For Objecting to the Adequacy of Disclosure and Confirmation of the Plan
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Objections to this Disclosure Statement or to the confirmation of the Plan must be filed with the
Court and served upon all creditors on or before the confirmation hearing or at a prior date as it may be fixed
by the Court. If the Court fixes an specific date, it shall be notified together with this Disclosure Statement.

4. Identity of Person to Contact for More Information
If you want additional information about the Plan, you should contact Wigberto Lugo-Mender, Esq. at

100 Carr. 165, Suite 501, Guaynabo, PR 00968-8052. Tel. 787.707.0404, fax 787.707.0412 or by electronic
email at wlugo@lugomender.com.

C. Disclaimer

The Court has conditionally approved this Disclosure Statement as containing adequate
information to enable parties affected by the Plan to make an informed judgment about its terms.
The Court has not yet determined whether the Plan meets the legal requirements for confirmation,
and the fact that the Court has approved this Disclosure Statement does not constitute an
endorsement of the Plan by the Court, or a recommendation that it be accepted. The Court’s
approval of this Disclosure Statement is subject to final approval at the hearing on confirmation of the
Plan. Objections to the adequacy of this Disclosure Statement may be filed until the date of the
confirmation hearing or a prior date as it may be fixed by the Court.

I1. BACKGROUND
A. Description and History of the Debtor’s Business

Debtor is a corporation organized pursuant the laws of the Commonwealth of Puerto Rico and
chartered on March 21, 1997. Throughout the years Debtor’s business endeavor has consisted in operating
three locations or stores aimed to the sale of bicycles, parts and bicycle equipment. The three stores are located
at the Municipalities of San Lorenzo, Las Piedras and Humacao.

Further, the store located on the Municipality of San Lorenzo enjoins also a photocopying business
shop and the sale of small motorcycle parts. With the assistance and experience of Debtor’s officers, the
Debtor was able to stablish a well-known, successful and trustworthy business which thrived in all three
departments to wit, bicycles, photocopying and motorcycle parts.

Currently the main office of the Debtor is located at the store within the Municipality of Las Piedras, at
175B Calle Barbosa, Las Piedras PR. This commercial property is the only real property owned by the Debtor
and is identified for Property Registry purposes as Land no. 3145. The stores located at the Municipality of
San Lorenzo and Humacao operate through lease agreements with unrelated third parties as detailed in
Schedule G filed on December 24, 2015 (Docket No. 1).
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In relation to Debtor’s equity and interest, the sole stockholder of the corporation is Mr. Ernesto
Roldan Serrano which also serves as the main officer and president of the Debtor.

B. Insiders of the Debtor

The Debtor is a corporation. The president and sole stockholder of this corporation is Mr. Ernesto
Roldan Serrano.

C. Management of the Debtor before and During the Bankruptcy

Printing and Bike Corp. is the Debtor in possession in charge of administration and operation of the
commercial business and properties before and during this reorganization Chapter 11 case. On the
consummation date of the Plan, the operation of the commercial business and all of the estate assets shall
become the general responsibility of the reorganized Debtor, which through Printing and Bike Corp., shall
thereafter have the responsibility for the management, control and administration thereof. Mr. Ernesto Roldan
Serrano has been the Debtor’s official prior and during this bankruptcy proceeding.

D. Events Leading to Chapter 11 Filing

As above mentioned, Debtor’s business endeavor consists in operating three locations or stores aimed
to the sale of bicycles and bicycle equipment, a photocopying business shop and the sale of small motorcycle
parts.

Historically one of the stores that had proven more profitable to the Debtor over the years was the
store located at the Municipality of San Lorenzo.

Since its inception this is the only store that comprised a bicycle shop, the photocopy shop and the sale
of parts for small motorcycles.

One of the major reasons that triggered this bankruptcy filing was that the traffic of costumers was
severally impaired due to a Municipality ruling which eliminated the available parking spaces at the San
Lorenzo’s downtown where the store is located. Also, Debtor was required to cease the sale of motorcycle
parts until Debtor acquired a license to be provided by the Puerto Rico Department of Treasury for this
purposes. However, outstanding debts with governmental entities became a hurdle for the prompt acquisition
of this permit/license.

These two major events severally impaired the operations of what was historically proven to be a
successful business model and laid upon Debtor’s officials the task of engaging in essential and imperative
reorganizations strategies to overcome these particular circumstances.

During the pendency of the bankruptcy case, Debtor relocated its operations to another location in the
Municipality of San Lorenzo which is not subject to the Municipality ruling. This new space also offers
improved access and additional parking space. Refer to Schedule G #2.3 for disclosure of the new lease and
location at Docket No. 1.
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On the other end, also within the bankruptcy case Debtor was able to acquire the license to sale
motorcycle parts from the Department of Treasury.

Another reason that triggered or motivated the filing of this bankruptcy proceeding relates to an
internal review of Debtor’s finances and accounting information which revealed significant sales tax debts
with the PR Department of Treasury and the municipalities. Debtor’s voluntary attempts and efforts to
provide payment to the governmental entities were thwarted by a new policy of the PR Department of
Treasury of rejecting any proposition or payment plan regarding these type of debts.

Accordingly, Debtor filed its voluntary petition in a good faith effort to comply with all governmental
entities related obligations, while implementing its reorganization strategies within a cohesive and structured
proceeding which may maximize these efforts and entail a benefit for the Debtor, the Estate, creditors and
parties in interest.

E. Significant Events During the Bankruptcy Case

On December 24, 2015, Debtor filed the application to employ attorney Alexis Betancourt Vincenty of

Lugo Mender Group, LLC as debtor’s counselor and this application was approved by the Court on January
26, 2016. (Docket No. 3 & 20)

Upon filing of this bankruptcy petition, Debtors have taken all possible measures necessary to
reorganize business affairs. Debtors are in compliance with the U.S. Trustee Office Operating Guidelines as
follows:

a) Monthly Operating Reports, in both cases, have been completed and filed with the Court up
to Aug 2016.

b) Property and public liability insurance has been maintained

o) Quarterly fees required by the U.S. Trustee are up to date.

d) Post-petition expenses are being paid in the ordinary course of business.

e) Post-petition taxes are being paid as these become due.

Since the date of filing, Debtor has concentrated all efforts in identifying and developing means to
support the Reorganization Plan that will provide payments of obligations to all creditors.

Within the reorganization strategies employed by the Debtor is the 1) relocation of the San Lorenzo
store to another location in the Municipality of San Lorenzo which is an improved access and additional
parking space; 2) Debtor was able to acquire the license to sale motorcycle parts from the Department of
Treasury and; 3) upon an profit and expenses analysis, the store of Humacao was closed in order to avoid
additional expenses and relocate the work force in order to improve the services within the remaining two
stores.
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Debtor anticipates that the best feasible alternative for funding the plan of reorganization would be
through the regular operations of the three stores. In addition, Debtor intends to enter into negotiations with
its secured creditor in this case to wit, Banco Popular de Puerto Rico, as an additional effort to reduce its
operation expenses and set aside a budget for the payment of priority claims.

F. Projected Recovery of Avoidable Transfers
The Debtor does not intend to pursue preference, fraudulent conveyance, or other avoidance actions.
G. Claims Objections

Except to the extent that a claim is already allowed pursuant to a final non-appealable order, the
Debtor reserves the right to object to claims. Therefore, even if your claim is allowed for voting purposes, you
may not be entitled to a distribution if an objection to your claim is later upheld. The procedures for resolving
disputed claims are set forth in Article V of the Plan.

H. Current and Historical Financial Conditions

The identity and title search of real property is enclose here as Exhibit B. The Debtor’s most recent
tax returns for years ended as of December 31, 2013, 2014 & 2015, issued before bankruptcy, each of which
was filed with the Court, are set forth in Exhibit C. A summary of the Debtors” monthly operating reports
filed since the commencement of the Debtor’s bankruptcy case is set forth in Exhibit D.

III. SUMMARY OF THE PLAN OF REORGANIZATION AND TREATMENT OF
CLAIMS AND EQUITY INTERESTS

A. What is the Purpose of 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 confirmed, your recovery will be limited to the amount provided by the
Plan.

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 7ot placed the following claims in any class:
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1. Administrative Expenses

Administrative expenses are costs or expenses of administering the Debtors’ 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.

The following chart lists the Debtor’s estimated administrative expenses and their proposed treatment
under the Plan:

Type Estimated Proposed Treatment
Amount Owed
Expenses Arising in the $0.00 Paid in full on the effective date of the
Otrdinary Course of Business Plan, or according to terms of obligation
After the Petition Date if later
The Value of Goods Received | $0.00 Paid in full on the effective date of the
in the Ordinary Course of Plan, or according to terms of obligation
Business Within 20 Days if later
Before the Petition Date
Professional Fees, as approved | $5,000 Paid in full on the effective date of the
by the Court. Plan, or according to separate written
agreement, or according to court order if
such fees have not been approved by the
Court on the effective date of the Plan
Clerk’s Office Fees $0.00 Paid in full on the effective date of the
Plan
Office of the U.S. Trustee $650.00 Paid in full on the effective date of the
Fees Plan
TOTAL $5,650

2. Priority Tax Claims

See details in Exhibit E “Payment under the Plan of Reorganization”
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Priority tax claims are unsecured income, employment, and other taxes described by § 507(a) (8) of the
Code. Unless the holder of such a § 507(a)(8) priority tax claim agrees otherwise, it must receive the present
value of such claim, in regular installments paid over a period not exceeding 5 years from the order of relief.

Each holder of a priority tax claim will be paid consistent with § 1129(a)(9)(C) of the Code, in monthly
cash installments, equal to the allowed amount of its claim, plus 3.25% yearly interest over a period ending
before the statutory five year period from the date of the filing of the captioned petition. The following chart
lists the Debtors’ estimated § 507 (a)(8) priority tax claims and their proposed treatment under the plan:

Description Estimated Date of Treatment
(name and type of tax) Amount | Assessment
Owed
Pmt interval = each month
2013-15 [Monthly] payment = $58.90
Internal Revenue $3,257.93 Begin date = 1-Dec-16
Services
Priority Portion End date = 30-Nov-21
Claim no. 1-2
Interest Rate % = 3.25%
Total Payout = $3,534.20
Amount
Pmt interval = each month
CRIM $5,293.53 2012-15 [Monthly] payment = §95.71
Claim no. 3 Begin date = 1-Dec-16
End date = 31-Nov-21
Interest Rate % = 3.25%
Total Payout = $5,742.42
Amount
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Description Estimated Date of Treatment
(name and type of tax) Amount | Assessment
Owed
PR Department of $126,611.19 2011-15 | Pmt interval = each month
Treasury [Monthly] payment = $2,289.13
Priority Portion Begin date = 1-Dec-16
Claim no. 5
End date = 30-Nov-21
Interest Rate % = 3.25%
Total Payout = $137,347.84
Amount
PR Department of $1,964.45 2014-15 | Pmt interval = each month
Labor-Unemployment [Monthly| payment = $35.52
Claim no. 10 Begin date = 1-Dec-16
End date = 30-Nov-21
Interest Rate % = 3.25%
Total Payout = $2.131.04
Amount
PR Department of $94.83 2012-15 | Pmt interval = each month
Labor-Disabilty [Monthly] payment = $1.71
Claim no. 11 Begin date = 1-Dec-16
End date = 30-Nov-21
Interest Rate % = 3.25%
Total Payout = $102.87
Amount
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Description Estimated Date of Treatment
(name and type of tax) Amount | Assessment
Owed
Municipality of $216.58 2015 Pmt interval = each month
Humacao Patente [Monthly| payment = $3.92
Scheduled Begin date = 1-Dec-16
End date = 30-Nov-21
Interest Rate % = 3.25%
Total Payout = $234.95
Amount
Municipality Las Piedras | $459.87 2015 Pmt interval = each month
Patente [Monthly] payment = § 8.31
Scheduled Begin date = 1-Dec-16
End date = 31-Nov-21
Interest Rate % = 3.25%
Total Payout = $498.87
Amount

See details in Exhibit E “Payment under the Plan of Reorganization”
C. Classes of Claims and Equity Interests

The following are the classes set forth in the Plan, and the proposed treatment that they will
receive under the Plan:

1. Classes of Secured Claims

Allowed Secured Claims are claims secured by property of the Debtors’ bankruptcy estate (or that
are subject to setoff) to the extent allowed as secured claims under § 506 of the Code. If the value of the
collateral or setoffs securing the creditor’s claim is less than the amount of the creditor’s allowed claim, the
deficiency will be classified as a general unsecured claim.

The following chart lists all classes containing Debtors’ secured prepetition claims and their
proposed treatment under the Plan:
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Class # Description Insider? | Impairment Treatment
(Yes or
No)
Monthly Pmt =$959.10
Class 2| Secured claim of: NO Impaired

Banco Popular Pmts Begin =01/2017

Pmts End =12/2031
Collateral description =
Finca #3145 with 887.85 BPPR shall retain unaltered its legal,
sq mts at Montones equitable and contractual rights over
Ward, Las Piedras, PR the collateral and extent of security as
Claim No. 6 detailed in the mortgage loan.

However on the effective of the Plan
Allowed Secured Amount the monthly payment and maturity
= date will be modified as follows. This
$ 149,344 secured claim will be restructured into

an installment payment plan calling for
Priority of lien = consecutive monthly installments to
Mortgage Loan pay a the secured current principal

amount around $136,494.32, in cash
Pre-pet. arrearage = and in full with interest computed at
$0.00 an interest rate of 3.25%, payable in

monthly payments of no more than
Total claim = $959.10 during an amortization term
$149,344 of fifteen (15) vyears. See Loan

Amortization Table in Schedule G.

See details in Exhibit E “Payment under the Plan of Reorganization”
2. Classes of Priority Unsecured Claims

Certain priority claims that are referred to in §§ 507(a) (1), (4), (5), (6), and (7) of the Code are required
to be placed in classes. The Code requires that each holder of such a claim receive cash on the effective date
of the Plan equal to the allowed amount of such claim. However, a class of holders of such claims may vote to
accept different treatment.

The following chart lists all classes containing claims under {§ 507(a) (1), (4), (5), (6), and (a) (7) of the Code
and their proposed treatment under the Plan:
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Class # Description Impairment Treatment
Class 3 Employee Priority Class 3 is unimpaired by this Plan and all allowed
Claims Unimpaired | vacations amounts owed under this class will be
507 () (4) paid in the ordinary course of business of the

debtor. In the alternative, members of this class
which are no longer employed by the debtor will
receive full payment on account of their claim on
the effective date of the plan.

See details in Exhibit E “Payments under the Plan of Reorganization”

3. Class of Creditors Holding Leases

Class # Description Impairment Treatment
Class 4 Unexpired Leased Impaired Class 4 consists of a Proof of Claim No. 4 filed
11 US.C. 365 by Xerox Corporation in the amount of

$10,166.39 in relation with a lease agreement
between this creditor and the Debtor.
Accordingly, this creditor’s claim will be paid in
full through monthly of $169.44 over a period of
five (5) years, starting on the Effective Date.

See details in Exhibit E “Payments under the Plan of Reorganization”

4. Classes of General Unsecured Claims

General unsecured claims are not secured by property of the estate and are not entitled to priority
under § 507(a) of the Code.

The following chart identifies the Plan’s proposed treatment of Class 5, which contain general
unsecured claims against the Debtor:

Class #

Description

Impairment

Treatment
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Class 5

General

Unsecured
Creditors

On the consummation date, this Class 5 claimant
shall receive from the debtor a non-negotiable,
non-interest bearing promissory note, dated as of
the Effective Date, providing for a total amount
of $5,000 which shall be payable in monthly
installments of $83.00 during a period of five (5)
years; with a monthly prorated distribution
among all members of this Class 5.

Impaired

See details in Exhibit E “Payment under the Plan of Reorganization”

5.

Class of Equity Interest Holders

Equity interest holders are parties who hold an ownership interest (z.e., equity interest) of the Debtors.
In a corporation, entities holding preferred or common stock are equity interest holders. In a partnership,
equity interest holders include both general and limited partners. In a limited liability company (“LLC”), the
equity interest holders are the members. Finally, with respect to an individual who is a debtor, the Debtor is
the equity interest holder.

The following chart sets forth the Plan’s proposed treatment of the class of equity interest holders:
There may be more than one class of equity interests in, for example, a partnership case, or a case where the
prepetition debtor had issued multiple classes of stock.

Class #

Description

Impairment Treatment
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Class 6 Equity interest | Impaired, but will not | Equity  Security  Interest
holders receive any cash Holders will not receive any
dividend. cash dividend throughout

this plan. Moreover, any
payment on their behalf is
subordinated to full payment
of the allowed claims as
detailed in  this  plan.
Nonetheless, the equity
security holder will retain his
interest in the reorganized
Debtor, by receiving an

interest from the
Reorganized Debtor
equivalent to their current
participation.

D. Means of Implementing the Plan
1. Source of Payments
The Plan will be implemented as required under §1123(a) (5) of the Code with the daily operations
of the business and its resulting operating cash flows. Debtor will retain property of the estate in order to
operate its business and produce cash flow for the execution of the Plan
2. Post-confirmation Management
The Post-Confirmation Manager of the Debtor will continue Mr. Ernesto Roldan-Serrano, the
president of the corporation presently. Compensation of this official shall remain unchanged after
confirmation.

E. Risk Factors

No risks that might affect the Debtor’s ability to make payments and other distributions required under
the Plan have been identified at this time.

F. Executory Contracts and Unexpired Leases

The Plan, lists the unexpired leases that the Debtors will assume under the Plan. Assumption
means that the Debtor has elected to continue to perform the obligations under such contracts and
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unexpired leases, and to cure defaults of the type that must be cured under the Code, if any. Class 4 details
how Debtor will cure and compensate the other party to such lease for any such defaults.

If you object to the assumption of your unexpired lease or executory contract, the proposed cure of
any defaults, or the adequacy of assurance of performance, you must file and serve your objection to the Plan
within the deadline for objecting to the confirmation of the Plan, unless the Court has set an earlier time.

The Debtor assumes all executory contracts and unexpired leases that have not been expressly rejecte
G. Tax Consequences of Plan

Creditors and Equity Interest Holders Concerned with How the Plan May Affect Their
Tax Liability Should Consult with Their Own Accountants, Attorneys, And/Or Advisors.

IV.  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 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.

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

In this case, the Plan Proponent believes that class 2, 4 & 5 are impaired and that holders of claims in
these classes are therefore entitled to vote to accept or reject the Plan. The Plan Proponent believes that
classes 1 and 3 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. Although the claims in Class 6 may be considered impaired, these will
not vote although these classes will not be receive any dividend through the Plan.

1. What Is an Allowed Claim or an Allowed Equity Interest?

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
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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.

The deadline for filing a proof of claim for all creditors in this case was April 28, 2016, for and
June 27, 2016, for governmental entities.

2. What Is an Impaired Claim or Impaired Equity Interest?
As noted above, the holder of an allowed claim or equity interest has the right to vote only ifitisin a
class that is zzpaired 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.

3. Who is Not Entitled to Vote

The holders of the following five types of claims and equity interests are #o# 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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Even If You Are Not Entitled to Vote on the Plan, You Have a Right to Object to the Confirmation of
the Plan and to the Adequacy of the Disclosure Statement.

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 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. 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, and (2) all impaired
classes have voted to accept the Plan, unless the Plan is eligible to be confirmed by a cram down of non-
accepting classes.

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.

A class of equity interests accepts the Plan if the holders of at least two-thirds (2/3) in amount of the
allowed equity interests in the class, who vote, cast their votes to accept the Plan.

2. Treatment of Non-accepting Classes

Even if one or more impaired classes reject the Plan, the Court may nonetheless confirm the Plan
if the non-accepting classes are treated in the manner prescribed by § 1129(b) of the Code. A plan that
binds non-accepting classes is commonly referred to as a cram-down plan. The Code allows the Plan to
bind non-accepting classes 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 unfaitly,
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 aftect your claim or
equity interest, as the variations on this general rule are numerous and complex.

C. 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 F.
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D. 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.

1. Ability to Initially Fund 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. Tables showing the
amount of cash on hand on the effective date of the Plan, and the sources of that cash are attached to this
disclosure statement.

2. Ability to Make Future Plan Payments and Operate Without Further
Reorganization

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 will be supplied
and notified prior the confirmation hearing.

The Plan Proponent’s financial projections will show that the Debtor will have an aggregate annual
average cash flow, after paying operating expenses and post-confirmation taxes. The final Plan payment is
expected to be paid in 2021.

You Should Consult with Your Accountant or other Financial Advisor If You Have Any
Questions Pertaining to These Projections.

V. EFFECT OF CONFIRMATION OF PLAN

A. No Discharge of Debtor

In accordance with § 1141(d)(3) of the Code, the Debtor will not receive any discharge of debt in this
bankruptcy case.

B. 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 a repetition of the voting process on the Plan.
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The Plan Proponent may also seek to modify the Plan at any time after confirmation only if (1) the
Plan has not been substantially consummated azd (2) the Court authorizes the proposed modifications after
notice and a hearing.

. Final Decree

Once the estate has been fully administered, as provided in Rule 3022 of the Federal Rules of
Bankruptcy Procedure, the Plan Proponent, or such other party as the Court shall designate in the Plan
Confirmation Order, shall file a motion with the Court to obtain a final decree to close the case. Alternatively,
the Court may enter such a final decree on its own motion.
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