
 
Disclosure Statement – BAB Metal Recycling, LLC          

IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE SOUTHERN DISTRICT OF TEXAS 

VICTORIA DIVISION 
  
IN RE: ' 
 ' 
BAB Metal Recycling, LLC ' CASE NO. 17-60038 
 ' (Chapter 11) 

' 
DEBTOR ' 

 

 
DISCLOSURE STATEMENT 

BAB Metal Recycling , LLC, the Debtor in this Bankruptcy Case, files this 
Disclosure Statement pursuant to the provisions of 11 U.S.C. ' 1125. 

 
NEITHER THIS DISCLOSURE STATEMENT NOR THE CHAPTER 11 
PLAN HAS BEEN APPROVED BY THE COURT AS CONTAINING 
ADEQUATE INFORMATION UNDER SECTION 1125(b) OF THE 
BANKRUPTCY CODE.  ALL CREDITORS HAVE THE RIGHT TO 
OBJECT TO THIS DISCLOSURE STATEMENT AS NOT CONTAINING 
ADEQUATE INFORMATION AS REQUIRED BY SECTION 1125(b).  

 
I. 

 
INTRODUCTION 

"Plan" means the accompanying Chapter 11 Plan of Reorganization.  
Information contained in this Disclosure Statement summarizes the Plan and should 
not be solely relied upon for voting purposes. Creditors and Interest Holders are 
urged to read the Plan carefully and are further urged to consult with their counsel in 
order to understand the Plan fully. The Plan is a legally binding document. 
 

IN THE OPINION OF THE DEBTOR, THE TREATMENT OF 
CREDITORS AND THE INTEREST HOLDERS UNDER THE PLAN 
PROVIDES A GREATER CHANCE OF RECOVERY THAN THAT WHICH 
IS LIKELY TO BE ACHIEVED UNDER OTHER ALTERNATIVES 
REGARDING THE REORGANIZATION OR LIQUIDATION OF THE 
DEBTOR.  ACCORDINGLY, THE DEBTOR BELIEVES THAT 
CONFIRMATION OF THE PLAN WOULD BE IN THE BEST INTERESTS 
OF CREDITORS, AND RECOMMENDS ACCEPTANCE OF THE PLAN. 
 

1.01 REPRESENTATIONS. 
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THIS DISCLOSURE STATEMENT HAS BEEN PREPARED SOLELY 

FOR THE BENEFIT OF CREDITORS AND INTEREST HOLDERS OF 
THE DEBTOR.  NO REPRESENTATIONS CONCERNING THE PLAN 
ARE AUTHORIZED OTHER THAN THOSE SET FORTH IN THIS 
DISCLOSURE STATEMENT.  ANY REPRESENTATION OR 
INDUCEMENT THAT IS NOT CONTAINED HEREIN SHOULD BE 
REPORTED TO THE ATTORNEYS FOR THE DEBTOR, WHO WILL 
INFORM THE COURT, AND THE COURT WILL TAKE SUCH ACTION 
AS IT DEEMS APPROPRIATE. 
 

THE PLAN PROPONENT DOES NOT WARRANT OR REPRESENT 
THAT THE INFORMATION CONTAINED HEREIN IS CORRECT, 
ALTHOUGH GREAT EFFORT HAS BEEN MADE TO BE ACCURATE. 
 

THIS STATEMENT CONTAINS ONLY A SUMMARY OF THE 
PLAN. THE PLAN THAT ACCOMPANIES THIS DISCLOSURE 
STATEMENT IS AN INTEGRAL PART OF THIS DISCLOSURE 
STATEMENT, AND EACH CREDITOR AND INTEREST HOLDER IS 
URGED TO REVIEW THE PLAN. 
 

THE PLAN PROPONENT MAKES NO REPRESENTATIONS WITH 
RESPECT TO THE EFFECTS OF TAXATION (STATE OR FEDERAL) ON 
THE CREDITORS WITH RESPECT TO THE TREATMENT OF THEIR 
CLAIMS UNDER THE PLAN, AND NO SUCH REPRESENTATIONS ARE 
AUTHORIZED. ANY TAX INFORMATION CONTAINED HEREIN IS 
MADE FOR INFORMATION PURPOSES ONLY.  
PARTIES-IN-INTEREST ARE URGED TO SEEK THE ADVICE OF THEIR 
OWN PROFESSIONAL ADVISORS SHOULD THEY HAVE ANY 
QUESTIONS WITH RESPECT TO ANY TAXATION ISSUES. 
 

THE CONFIRMATION OF THE PLAN DISCHARGES THE 
DEBTOR FROM ALL DISCHARGEABLE PRE-FILING DEBTS BY 
VIRTUE OF THE ORDER OF CONFIRMATION OR SECTION 1141(d) OF 
THE BANKRUPTCY CODE.   IN ADDITION, OTHER RIGHTS OF 
CREDITORS MAY BE ALTERED BY THE PLAN.  CONFIRMATION 
MAKES THE PLAN BINDING UPON ALL CREDITORS AND OTHER 
PARTIES-IN-INTEREST, REGARDLESS OF WHETHER OR NOT THEY 
HAVE ACCEPTED THE PLAN. 
 

ALL INITIALLY CAPITALIZED WORDS USED IN THIS 
DISCLOSURE STATEMENT HAVE THE SAME DEFINITIONS SET OUT 
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IN ARTICLE I OF THE PLAN. 
 

  1.02 Source of Information and Accounting Method.

 

 The financial 
information contained in this Disclosure Statement was compiled primarily from 
information provided by disclosures previously made by the Debtor. Accounting is 
on a cash basis. The Debtor has and continues to maintain its books and records.  
No representation can be made as to the accuracy of the Debtor=s previous 
disclosures. 

1.03 Explanation of Chapter 11.

 

 Chapter 11 is the principal reorganization 
chapter of the Bankruptcy Code. Upon filing of a Chapter 11 petition, Section 362 of 
the Bankruptcy Code provides for a temporary automatic stay of all attempts to 
collect claims that arose prior to the Filing Date, or otherwise to interfere with the 
Debtor=s property or business, in order to permit the Debtor  to attempt to 
reorganize. 

Formulation of a Plan of Reorganization is the primary purpose of a Chapter 
11 Reorganization Case.  A Plan of Reorganization sets forth the means for 
satisfying the holders of all claims against, and interests in, a debtor.  Confirmation 
of a Chapter 11 Plan of Reorganization requires that either (i) all classes of claims 
and interests entitled to vote accept the plan or (ii) that the plan be accepted by the 
holders of at least one impaired class of claims not counting the votes of claims held 
by "insiders" as that term is defined by the Bankruptcy Code and, that the Plan be 
confirmed as to each objecting class pursuant to section 1129(b) of the Bankruptcy 
Code (the so called "cramdown" provisions). In addition to the acceptance 
requirements of at least one impaired class, Section 1129 of the Bankruptcy Code 
contains additional criteria that must be satisfied before a Bankruptcy Court may 
confirm a Plan of Reorganization. See "Confirmation Standards and 
Procedures." 
 

Confirmation of the Plan under Chapter 11 will relieve the Debtor of liability 
for any and all of the Debtor=s pre-confirmation debts except as provided in the Plan, 
the Confirmation Order, or Section 1141(d) of the Bankruptcy Code. Confirmation 
makes the Plan binding upon the Debtor and all Creditors, whether or not they have 
accepted the Plan. 
 

1.04 Procedure for Filing Proofs of Claim. The Plan provides that Claims 
will be recognized only if evidenced by a filed proof of claim that is allowed by the 
Court, or if the Claim appears on the Debtor=s schedules filed with the Court and is 
not listed as disputed, contingent or unliquidated. In addition, the Bankruptcy Code 
permits the Debtor to ask the Court to reject unexpired leases and executory 
contracts. The Plan provides that the party to any such lease or contract which is 
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rejected must file a proof of claim for damages no later than thirty days after the 
entry of the Order authorizing rejection of the lease or contract.  However, a 
previously unrecognized claim may be subsequently allowed and ordered paid by 
the Court. Debtor=s schedules may be reviewed in the Office of the Clerk of the 
Bankruptcy Court during regular business hours. 
 

1.05 Voting.

 

 In submitting this Disclosure Statement, The Plan Proponent is 
not seeking the acceptance of the Plan by the Creditors in Classes which are 
unimpaired by the Plan. Unimpaired Creditors are not entitled to vote on the Plan. 
Members of Classes which hold impaired claims are entitled to vote to accept or 
reject the Plan. If any Class elects to reject the Plan, Claims in that Class may be 
treated according to the cram-down provisions of section 1129(b) of the Bankruptcy 
code. 

1.06 Classes Impaired Under the Plan. 

 II. 

Classes 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 
11, 12, 13, and 14 under the Plan are impaired and are eligible to vote to accept 
or reject the Plan subject to the limitations set forth in the Plan. 

 
 
 

THE CHAPTER 11 DEBTOR  

2.01 The Plan Proponent.

 

 The Plan is proposed by the Debtor.  The Debtor 
believes that the Plan as proposed is in the best interests of the creditors. 

2.02 The Debtor, Business Background and Events leading to Chapter 11 
Filing

In June of 2013, Southwest Metal Recycling (immediate predecessor of the 
Debtor) opened the gate at 9435 Ronda Lane, Houston, TX.  An in ground truck 
scale was installed, and a non-ferrous warehouse was erected.  Initial equipment 
included a Komatsu PC200 excavator, a forklift, and a roll off box.  The business 
also purchased “Scrap Dragon”, which is the industry standard software.  
Advertising consisted of canvassing our immediate area passing out flyers, and 
business cards to spread our name and location. Later, radio station advertising and 
bill board strategically located at the corner of Ronda Lane. 

. 

 
Our customer base originally consisted of peddlers, plumbing companies, 

demolition companies, and parts yards. 
 
Our first year, 2013, we purchased 9,375,699 pounds of ferrous material, and 

704,461 pounds of non-ferrous material. 
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In 2014 we purchased 37,884,357 pounds of ferrous material, and 2,600,175 

pounds of non-ferrous material. 
 
Our third year, 2015, we purchased 33,171,455 pounds of ferrous material 

and 3,841,987 pounds of non-ferrous material.  2015 was one of the worst steel 
markets in 15 years. To give you an example of how drastic prices changed – in  
2013, we were paying $0.10 per pound for scrap, and in 2015 the price was as low as 
$0.025 per pound, causing volume to dry up. 

 
In 2016 we purchased 63,674,419 pounds of ferrous material and 17,706,099 

pounds of non-ferrous material.  At this point a decision was made to purchase an 
industrial shredder. The installation began in 2015 and was finally operational in 
2016. The shredder allowed us to take material and upgrade it to sell direct to the 
mill, increasing our margin. This allowed us to not only operate as a retail feeder 
yard with a customer base radius of 10 - 15 miles, but to also operate as a wholesaler 
of scrap metal with a much further reach.  The shredder also allowed us to process 
aluminum motors and transmissions and other non-ferrous products. Aluminum 
being the #2 material purchased through scrap yards and being used more and more 
in daily applications. 

 
Shredder Installation Issues 
 
The installation of the shredder went over budget with some unforeseen 

expenses.  The issues included: 
 

1. A contractor under-estimated the cost of the construction of the mill, leaving 
the Debtor to cover the budgetary shortfalls. 
 

2. Initially, the plan was to use Center Point to supply direct power to the 
shredder, however this plan has unforeseen issues.  We were advised by the 
shredder manufacturer we needed a higher power supply of 620 rather than 
the more common 480.  This lead to us using a 2000kw generator with a 
lease option to purchase from Worldwide Power Products. The plan was to 
lease the generator for 4 months and roll the lease payments into an equity 
down payment to purchase . The lease payment under this option was 
$16,200.00 per month, which proved to be unsustainable for any extended 
period of time. After approximately 3 months, I was informed that the 
generator was not compliant with the City of Houston, or in the state of Texas 
as a permanent power source without an additional $200,000.00 was spent on 
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an already $325,000.00 piece of equipment. Worldwide Power Products had 
failed to inform the Debtor of this issue.  Their solution was to move the 
generator once every 12 months so as to make the generator "temporary". 
Movement of the generator would have been a minimum of $5,000.00per 
move due to the requirement of a crane to move the generator.  This lead to 
the first lawsuit against the Debtor with Worldwide Power Products. 
 

3. Diesel consumption to run the generator was more than anticipated. Our 
diesel bills prior to the generator averaged $6,000.00 to $8,000.00 monthly, 
and increased to $28,000.00 per month to supply the generator.  The 
Debtor’s failure to generate sufficient funds to pay for the diesel led to a 
lawsuit from Bay Oil, our fuel supplier. 
 

4. The delays involved with the construction, and the unexpected additional 
costs and excessive diesel consumption depleted Southwest Metal Recycling 
of any cash reserves, creating a snowball effect of problems. 
 

5. During this time, we were trying to arrange an SBA loan to refinance our debt 
service to a more manageable number. The Debtor had also gone back to 
Center Point, and was arranging to get direct power which would reduce the  
cost to run the generator to approximately $6,000.00 to $8,000.00 monthly 
using electricity. 
 

6. With the use of the generator, the demand for cash doubled, and the Debtor 
needed to aggregate larger amounts of material in order to keep up. This put 
an incredible amount pressure on the business.  Wholesale mills require a 
40,000 lb. minimum order, and some mills have payment terms from 7 to 30 
days net, which forced the Debtor into factoring its receivables. 
 

7. The Debtor obtained preliminary approval for an SBA loan in January 2017 
with two conditions. 
 

a. Get Center Point hooked up; and 
b. Show at least 60 days of savings with direct power. 

 
8. The transformer had already been ordered by Center Point in October, 90 days 

prior.  In January, Center Point then informed of the need for a harmonic 
analysis before installation. Arrangements were made for this analysis for the 
first of February, however the Debtor experienced a fire in the interim.  The 
shredder was shut down for almost two months, and the harmonic analysis 
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was delayed. On March 14th, Center Point advised the Debtor that the cost to 
bring power to the property would be $37,000.00.  With the pending 
litigation, and the fire, my ability to arrange financing was almost 
non-existent. 
 

9. I then approached Green Bank regarding modification of my existing loans.  
They agreed to make my loans interest only, which should have been great. 
However I had to come up with $30,000.00 in a matter of days for Center 
Point.  The Debtor was not in the position to pay, so the Debtor ended up 
robbing Peter to pay Paul, and it seemed like a few days later, the first interest 
payment was due. The Debtor was not able to take advantage of any relief. 
 

All this being said, material was being processed by the shredder and sold to 
companies such as Toyota and Hyundai to manufacture aluminum motors and 
transmissions for new vehicles. We have been able to pull material from as far as 
Dallas and Louisiana to process for these orders. 
 

Post-Petition Events.
 

  

Since the filing of the bankruptcy case, the Debtor has continued to operate its 
business, significantly reducing overhead and administrative costs.  Significant 
events occurring during the Bankruptcy Case include: 

 
# The United States Trustee was unable to appointed a creditors 

committee; 
 
# Depco filed a Motion For Relief, and the Debtor agreed to allow 

them to pick-up the generator; 
 
# The Debtor requested, and was granted permission to pay certain 

prepetition debts as critical vendors (Docket #9 and Docket #55) 
(copy available on request) 

 
# The Debtor filed its Plan and Disclosure Statement for 

consideration by the creditors. 
 

2.03 Debtor=s Liabilities. The Internal Revenue has filed a priority claim 
in this case for in excess of $3,000,000.00.  The Debtor’s tax returns are 
included in a consolidated return which have been filed.  The Debtor does not 
believe that there are any outstanding tax obligations with the IRS, and the 
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issue will be addressed prior to confirmation.  It is anticipated that the Debtor 
will not owe any priority taxes to the Internal Revenue Service. 

 
At the time the Debtor entered into the Bankruptcy, it owed Secured Debt on 

multiple pieces of equipment, and property taxes for 2014-2017, together with 
various unsecured debts. The Debtor had secured debts as follows at the time of 
filing the petition: 
  

Secured Debt 
 

 
Ascentium Capital $299,109.94 
De Lage Landen Financial $57,844.83 
EFS Credit Trust $17,705.18 
Marlin Business Bank $2,582.36 
RAH Investments $2,908,660.24 
TCFS $79,000.00 
Wells Fargo Equipment $110,975.22 
  

TOTAL $3,475,877.77 
  

Personal Property Taxes (2014-2017) 
  

Alief ISD $2,160.87 
City Of Houston $929.38 
Harris County $1,101.08 

  
TOTAL $4,191.33 
  

 
2.04 Anticipated Future and Management of Debtor

 

.  The Debtor=s Plan 
of Reorganization calls for 

$ The continued maintenance and operation of the business by the 
Reorganized Debtor 

  
$ Modification and cure of the Secured Debt 

 
$ Payment of property taxes 

 
$ Payment Of Allowed Unsecured Claims, over 60 months 
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$ Current Management of the Debtor will continue post-confirmation 
 
$ Mr. Brian Brand will continue in his role as manager of the Debtor. 

 
 

III. 

 
SUMMARY OF THE PLAN 

The following is a brief summary of certain provisions of the proposed Plan of 
Reorganization provided to assure that the creditors affected by the Plan understand 
its provisions. This summary should not be considered a solicitation for acceptance 
of that Plan. Additionally, creditors should not rely on this summary to decide 
whether or not to vote in favor of or against the Plan, but are expressly referred to the 
Plan itself since it contains many provisions which will not be summarized herein. 

 
3.01 Classification and Treatment of Creditors. The Plan of 

Reorganization will provide for classification of creditors in accordance with the 
United States Bankruptcy Code.1

 
 

Administrative Claims and Priority Tax Claims.

 

  In accordance with ' 
1123(a)(l) of the Bankruptcy Code, Administrative Claims and Priority Tax Claims 
have not been classified and thus are excluded from the Classes of Claims and 
Interests. 

Allowed Administrative Claims arising under 11 U.S.C. ' 503(b) will be paid 
in Cash and in full by the Reorganized Debtor on the later of (a) the Effective Date, 
(b) the date on which such Administrative Claim becomes an Allowed Claim; or (c) 
such other date as the Reorganized Debtor and the holder of the Allowed 
Administrative Claim shall agree. 
 

Allowed Priority Tax Claims against the Debtor will be paid in Cash by the 
Reorganized Debtor within 5 years of the entry of the Order for Relief in this case or 
such other date as the Reorganized Debtor and the holder of the Allowed Priority 
Tax Claim shall agree.  Payments will be in semi-annual payments of at least 10% 
of the allowed claim, per payment.  The Texas Comptroller of Public Accounts 

                                                 
 
1 The right to dispute or object to any/all of the claims listed in this Disclosure Statement is not waived by the listing, description, 
identification or other references. Debtor's listing of claim amounts is for informational purposes only and is not binding in future 
claim objection proceedings. The listed claim amounts are either from filed proofs of claim or Debtor's estimate of the claim as 
reflected in the Debtor's Schedules. 
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filed a priority claim for $17,400.00. 
 
It is anticipated that administrative expenses will approximate $75,000.00, 

and could be as high as $150,000 depending on potential litigation involving claim 
objections and ownership of personal property.  The administrative expenses will 
be predominately attorney fees and IRS obligations.  U.S. Trustee fees are 
anticipated to accrue at the rate of $650.00 per quarter until the case is closed or 
converted. 

 
The reorganized debtor will be responsible for timely payment of United 

States Trustee quarterly fees incurred pursuant to 28 U.S.C. § 1930(a)(6).  Any fees 
due as of the date of confirmation of the plan will be paid in full on the Effective 
Date of the Plan.  After confirmation, the reorganized debtor shall pay the quarterly 
fees as they accrue until the case is closed.  The reorganized debtor will also file and 
serve a quarterly financial report for each quarter (or portion thereof) that the case 
remains open, in a format prescribed by the United States Trustee. 
 

Class 1 - Secured Personal Property Tax Claims.

 

 Class 1 is impaired.  All 
Secured Property Tax Claims will be paid in full on or before ninety (90) days after 
the Effective Date of the Plan.  Debtor will reserve the right to prepay any Class 1 
Claim without penalty.  The tax obligations included in Class 1 are: 

Alief ISD $2,160.87 
City Of Houston $929.38 
Harris County $1,101.08 

  
TOTAL $4,191.33 

 
Class 2 – Secured Debt Of Ascentium Capital - Class 2 is impaired.  The 

Secured Debt of Ascentium Capital consist of a security interest in sixty-five 30 
cubic yard Roll-Off Containers.  Ascentium has made an 1111(b) election to be 
fully secured.  The Debtor has no direct liability on the debt.  The Debtor never 
received delivery of all 65 containers, but currently has in its possession 
approximately 15 containers.  The Debtor will transfer the containers in its 
possession to Ascentium in full satisfaction of the secured claim of Ascentium 
Capital. 

Class 3 – Secured Debt Of De Lage Landen Financial Services – Class 3 is 
impaired.  The Secured Debt of De Lage Landen Financial Services consists of a 
debt of $11,892.39 secured by a lien on a DP40K Caterpillar Pneumatic Forklift 
utilized by the Debtor that has a value of $12,500.00.  Upon confirmation of the 
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Debtor’s Plan, the debt will be deemed cured of all financial and non-financial 
defaults, and the instruments evidencing the Secured Debt will be modified, 
including the deletion of prepayment penalties and reporting obligations other than 
as provided in the Plan.  The claim of $11,892.39 will be paid and amortized over 
36 months at 4.50%, payable monthly in arrears, beginning on the first of the month, 
following the passage of the first full month after the Effective Date.  (For example, 
if the Effective Date March 12, 2018, interest will begin to accrue on April 1, 2018, 
and the first monthly payment of principal and interest will be due May 1, 2018).  
The Secured Debt will retain all prepetition security interests, and will be released 
upon the final payment.  All inconsistent provisions in the debt instruments will be 
null and void.  Debtor will reserve the right to prepay any Class 3 Claim without 
penalty. 
 

Class 3 Secured Debt $11,892.39   
Monthly Payment (36 months 

@4.50%) 
 

$353.76 

 
Class 4 – Secured Debt Of De Lage Landen Financial Services

 

 – Class 4 is 
impaired.  The Secured Debt of De Lage Landen Financial Services consists of a 
debt of $45,952.44 secured by a lien on a P8000 Caterpillar Pneumatic Forklift 
utilized by the Debtor that has a value of $7,000.00.  Upon confirmation of the 
Debtor’s Plan, the debt will be deemed cured of all financial and non-financial 
defaults, and the instruments evidencing the Secured Debt will be modified, 
including the deletion of prepayment penalties and reporting obligations other than 
as provided in the Plan.  The claim will be paid the value of the collateral - 
$7,000.00 amortized over 36 months at 4.50%, payable monthly in arrears, 
beginning on the first of the month, following the passage of the first full month after 
the Effective Date.  (For example, if the Effective Date March 12, 2018, interest 
will begin to accrue on April 1, 2018, and the first monthly payment of principal and 
interest will be due May 1, 2018).  The Secured Debt will retain all prepetition 
security interests, and will be released upon the final payment.  All inconsistent 
provisions in the debt instruments will be null and void.  Debtor will reserve the 
right to prepay any Class 4 Claim without penalty. 

Class 4 Secured Debt $7,000.00   
Monthly Payment (36 months 

@4.50%) 
 

$208.23 
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Class 5 – Secured Debt Of EFS Credit Trust

 

 – Class 5 is impaired.  The 
Secured Debt of EFS Credit Trust consists of a debt of $17,705.18 secured by a lien 
on a 2010 Bobcat Steer utilized by the Debtor that has a value of $8,000.00.  Upon 
confirmation of the Debtor’s Plan, the debt will be deemed cured of all financial and 
non-financial defaults, and the instruments evidencing the Secured Debt will be 
modified, including the deletion of prepayment penalties and reporting obligations 
other than as provided in the Plan.  The claim will be paid the value of the collateral 
- $8,000.00 amortized over 36 months at 4.50%, payable monthly in arrears, 
beginning on the first of the month, following the passage of the first full month after 
the Effective Date.  (For example, if the Effective Date March 12, 2018, interest 
will begin to accrue on April 1, 2018, and the first monthly payment of principal and 
interest will be due May 1, 2018).  The Secured Debt will retain all prepetition 
security interests, and will be released upon the final payment.  All inconsistent 
provisions in the debt instruments will be null and void.  Debtor will reserve the 
right to prepay any Class 5 Claim without penalty. 

Class 4 Secured Debt $17,705.18   
Monthly Payment (36 months 

@4.50%) 
 

$237.98 

 
Class 6 – Secured Debt Of Marlin Business Bank

 

 – Class 6 is impaired.  
The Secured Debt of Marlin Business Bank consists of a debt of $2,582.36 secured 
by a lien on a Bobcat S175 2006 Skidsteer utilized by the Debtor that has a value of 
$0.00.  Upon confirmation of the Debtor’s Plan, the debt will be deemed cured of 
all financial and non-financial defaults, and the instruments evidencing the Secured 
Debt will be modified, including the deletion of prepayment penalties and reporting 
obligations other than as provided in the Plan.  The claim of $2,582.36 will be paid  
and amortized over 36 months at 4.50%, payable monthly in arrears, beginning on 
the first of the month, following the passage of the first full month after the Effective 
Date.  (For example, if the Effective Date March 12, 2018, interest will begin to 
accrue on April 1, 2018, and the first monthly payment of principal and interest will 
be due May 1, 2018).  The Secured Debt will retain all prepetition security interests, 
and will be released upon the final payment.  All inconsistent provisions in the debt 
instruments will be null and void.  Debtor will reserve the right to prepay any Class 
6 Claim without penalty. 

Class 6 Secured Debt $2,582.36   
Monthly Payment (36 months 

@4.50%) 
 

$76.82 
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 Class 7 – Secured Debt Of RAH Investments

 

 – Class 7 is impaired.  
The Secured Debt of RAH Investments consists of a debt of $166,921.76 secured by 
a first lien on One (1) American Pulverizer Company Hybrid 60 x 60 Hammermill 
System S/N 9085, 2007 Sennebogen 825; DM Heavy Lift Crane, a second lien on  
One (1) 1130 HP DC Shredder Drive 725 Motor 1040 RPM, all of which is utilized 
by the Debtor.  Upon confirmation of the Debtor’s Plan, the debt will be deemed 
cured of all financial and non-financial defaults, and the instruments evidencing the 
Secured Debt will be modified, including the deletion of prepayment penalties and 
reporting obligations other than as provided in the Plan.  The claim of $166,921.76 
will be paid and amortized over 120 months at 4.50%, payable monthly in arrears, 
beginning on the first of the month, following the passage of the first full month after 
the Effective Date.  (For example, if the Effective Date March 12, 2018, interest 
will begin to accrue on April 1, 2018, and the first monthly payment of principal and 
interest will be due May 1, 2018).  The Secured Debt will retain all prepetition 
security interests, will be due and payable on the 73rd monthly payment coming due 
under the Plan, and all liens will be released upon the final payment.  All 
inconsistent provisions in the debt instruments will be null and void.  Debtor will 
reserve the right to prepay any Class 7 Claim without penalty. 

Class 7 Secured Debt $166,921.76   
Monthly Payment (120 months 

@4.50%) 
 

$1,729.95 

 
Class 8 – Secured Debt Of RAH Investments – Class 8 is impaired.  The 

Secured Debt of RAH Investments consists of a debt of $1,459,548.77 secured by a 
first lien on One (1) American Pulverizer Company Hybrid 60 x 60 Hammermill 
System S/N 9085, 2007 Sennebogen 825; DM Heavy Lift Crane, a second lien on  
One (1) 1130 HP DC Shredder Drive 725 Motor 1040 RPM, all of which is utilized 
by the Debtor.  Upon confirmation of the Debtor’s Plan, the debt will be deemed 
cured of all financial and non-financial defaults, and the instruments evidencing the 
Secured Debt will be modified, including the deletion of prepayment penalties and 
reporting obligations other than as provided in the Plan.  The claim of 
$1,459,548.77 will be paid and amortized over 120 months at 4.50%, payable 
monthly in arrears, beginning on the first of the month, following the passage of the 
first full month after the Effective Date.  (For example, if the Effective Date March 
12, 2018, interest will begin to accrue on April 1, 2018, and the first monthly 
payment of principal and interest will be due May 1, 2018).  The Secured Debt will 
retain all prepetition security interests, will be due and payable on the 73rd monthly 
payment coming due under the Plan, and all liens will be released upon the final 
payment.  All inconsistent provisions in the debt instruments will be null and void.  
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Debtor will reserve the right to prepay any Class 8 Claim without penalty. 
 

Class 8 Secured Debt $1,459,548.77   
Monthly Payment (120 months 

@4.50%) 
 

$15,126.53 

 
 

Class 9 – Secured Debt Of RAH Investments

 

 – Class 9 is impaired.  The 
Secured Debt of RAH Investments consists of a debt of $1,282,189.71 secured by a 
first lien on One (1) American Pulverizer Company Hybrid 60 x 60 Hammermill 
System S/N 9085, 2007 Sennebogen 825; DM Heavy Lift Crane, a second lien on  
One (1) 1130 HP DC Shredder Drive 725 Motor 1040 RPM, all of which is utilized 
by the Debtor.  Upon confirmation of the Debtor’s Plan, the debt will be deemed 
cured of all financial and non-financial defaults, and the instruments evidencing the 
Secured Debt will be modified, including the deletion of prepayment penalties and 
reporting obligations other than as provided in the Plan.  The claim of 
$1,282,189.71 will be paid and amortized over 120 months at 4.50%, payable 
monthly in arrears, beginning on the first of the month, following the passage of the 
first full month after the Effective Date.  (For example, if the Effective Date March 
12, 2018, interest will begin to accrue on April 1, 2018, and the first monthly 
payment of principal and interest will be due May 1, 2018).  The Secured Debt will 
retain all prepetition security interests, will be due and payable on the 73rd monthly 
payment coming due under the Plan, and all liens will be released upon the final 
payment.  All inconsistent provisions in the debt instruments will be null and void.  
Debtor will reserve the right to prepay any Class 9 Claim without penalty. 

Class 9 Secured Debt $1,459,548.77   
Monthly Payment (120 months 

@4.50%) 
 

$13,288.41 

 
Class 10 – Secured Debt Of TCFS – Class 10 is impaired.  The Secured 

Debt of TCFS consists of a debt of $79,000.00 secured by a first lien on 2007 
Sennebogen 821 that has a value of $20,000.00, which is utilized by the Debtor.  
Upon confirmation of the Debtor’s Plan, the debt will be deemed cured of all 
financial and non-financial defaults, and the instruments evidencing the Secured 
Debt will be modified, including the deletion of prepayment penalties and reporting 
obligations other than as provided in the Plan.  The claim will be satisfied by the 
payment of the value of the collateral securing the claim - $20,000.00 which will be 
paid and amortized over 36 months at 4.50%, payable monthly in arrears, beginning 
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on the first of the month, following the passage of the first full month after the 
Effective Date.  (For example, if the Effective Date March 12, 2018, interest will 
begin to accrue on April 1, 2018, and the first monthly payment of principal and 
interest will be due May 1, 2018).  The Secured Debt will retain all prepetition 
security interests, and all liens will be released upon the final payment.  All 
inconsistent provisions in the debt instruments will be null and void.  Debtor will 
reserve the right to prepay any Class 10 Claim without penalty. 
 

Class  Secured Debt $20,000.00   
Monthly Payment (36 months 

@4.50%) 
 

$594.94 

 
 

Class 11 – Secured Debt Of Wells Fargo Equipment

 

 – Class 11 is 
impaired.  The Secured Debt of Wells Fargo Equipment consists of a debt of 
$110,975.22 secured by a first lien on One (1) 1130 HP DC Shredder Drive 725 
Motor 1040 RPM, and a second lien on one (1) American Pulverizer Company 
Hybrid 60 x 60 Hammermill System S/N 9085, all of which is utilized by the Debtor.  
Upon confirmation of the Debtor’s Plan, the debt will be deemed cured of all 
financial and non-financial defaults, and the instruments evidencing the Secured 
Debt will be modified, including the deletion of prepayment penalties and reporting 
obligations other than as provided in the Plan.  The claim of $110,975.22 will be 
paid and amortized over 120 months at 4.50%, payable monthly in arrears, 
beginning on the first of the month, following the passage of the first full month after 
the Effective Date.  (For example, if the Effective Date March 12, 2018, interest 
will begin to accrue on April 1, 2018, and the first monthly payment of principal and 
interest will be due May 1, 2018).  The Secured Debt will retain all prepetition 
security interests, will be due and payable on the 73rd monthly payment coming due 
under the Plan, and all liens will be released upon the final payment.  All 
inconsistent provisions in the debt instruments will be null and void.  Debtor will 
reserve the right to prepay any Class 11 Claim without penalty. 

Class 11 Secured Debt $110,975.22   
Monthly Payment (120 months 

@4.50%) 
 

$1,150.13 
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Class 12 – Administrative Convenience Class.

 

  Class 12 is impaired.  The 
claims in this class consist of unsecured claims less than or equal to $1,500.00.  
Claims included in Class 13 may elect to reduce their claim to $1,500.00 and be 
treated as a Class 12 claim if done so in writing before the Effective Date.  Class 12 
Claims will be paid in full, without interest, on or before the 180th day following the 
Effective Date. 

 Class 12 claims are:  
 

Alarm Masters Corp $146.14 
Mobile Mini $328.68 
IRS $379.77 
Paragon Asset Recovery $500.00 
Memorial Hermann $598.46 
Quad Plus $601.25 
United Site Services $959.22 
Saber Power $1,068.00 
Sprint Ft Bend Landfill $1,200.00 
Pinnacle Engineering $1,375.00 
Adobe Machinery $1,453.43 
  
   

TOTAL 
 
$8,609.95 

 
Class 13 – General Unsecured Claims.

 

  Class 13 is impaired.  The claims 
in this class consist of creditors asserting unsecured claims against the Debtor.  
Class 13 claimants will be paid over 48 months, without interest.  Distributions 
shall be on at least a semi-annual basis.  Each allowed Class 13 claimant shall 
receive a pro-rata share of $12,500.00 per month from the reorganized Debtor.  
Debtor retains the right to prepay any Class 13 Claim without penalty. 

 
 Class 13 claims are: 

 
RAM $4,530.00 
Equipment International $4,908.32 
Advanced Weight Technologies $4,958.00 
DHR Staffing $5,119.65 
American Pulverizer $6,392.73 
JAM $9,649.34 
Aramark $14,299.88 
TMS International $16,127.00 
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Hughes Watters & Askanase $25,427.99 
Waukesha-Pearce $30,206.66 
Clear Channel Outdoor $35,940.00 
Bay Oil $47,213.27 
Davidson Electric $61,242.11 
DEPCO $66,954.31 
Worlwide Power $179,988.10 
RAH Investment $182,796.12 
RAH Investment $303,150.00 
   

TOTAL $998,903.48 
 

 
Class 14 - Equity Interests.

 

  Class 14 is unimpaired.  Equity/Ownership 
interest in the Debtor shall not be affected by the confirmation of the Debtor's Plan.  
The prepetition ownership shall remain in full force and effect 

Executory Contracts.

 

  To the extent a claim is treated in one of the above 
classes, the treatment may not be modified by asserting the claim should be 
classified as an executor contract, without an order from the Court.  The lease with 
DEPCO Power Systems is rejected.  The “leases” with EFS and Marlin Business 
Bank and secured transactions and are treated in the above classes of claims.  All 
other Executory Contracts disclosed by the Debtor in its Schedule G filed with the 
Court are assumed.  All other contracts, to the extent they existed on the petition 
date are rejected. 

Absolute Priority Rule.

 

  The absolute priority rule generally requires that if 
the holder of a claim does not receive value, over the life of the plan, equal to the 
amount of its claim, then no claim or interest that is junior to that claim shall receive 
or retain an interest in any property of the estate. 

3.02 Retention of Jurisdiction.

 

  Notwithstanding confirmation of the Plan, 
The Bankruptcy Court shall retain the exclusive jurisdiction over the Reorganization 
Case for the following purposes: 

(a) to determine any and all objections to the allowance of Claims and Equity 
Security Interests; 

 
(b) to determine any and all pending applications for the rejection or 
assumption of executory contracts or unexpired leases to which the Debtor is 
a party or with respect to which the Debtor may be liable, and to hear and 
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determine, and if necessary to liquidate, any and all Claims arising therefrom; 
 

(c) to determine any and all applications, adversary proceedings and contested 
or litigated matters that may be pending on the Effective Date, or instituted by 
the Reorganized Debtor after the Effective Date, including, without 
limitation, any Claims arising under the Bankruptcy Code to avoid any 
preferences, fraudulent conveyances or other voidable transfers; 

 
(d) to consider any modifications of the Plan, any defect or omission or to 
reconcile any inconsistency in any order of the Bankruptcy Court, including, 
without limitation, the Confirmation Order; 

 
(e) to determine all controversies, suits and disputes that may arise in 
connection with the interpretation, enforcement or consummation of the Plan 
or the execution and delivery of any Plan exhibit; 

 
(f) to issue such orders in aid of execution of the Plan to the extent authorized 
by Section 1142 of the Bankruptcy Code; 

 
(g) to determine such other matters which may be set forth in the 
Confirmation Order or which may arise in connection with the Plan or the 
Confirmation Order; 

 
(h) to determine any and all pre-confirmation applications for allowances of 
compensation, entitled to priority under '507(a)(l) of the Code; and 
reimbursement of expenses and any other pre-confirmation fees and expenses 
authorized to be paid or reimbursed under the Bankruptcy Code or the Plan; 
and 

 
(i) to determine if a default by the Reorganized Debtor has occurred under the 
Plan as Ordered by the Court and if default has occurred, to enter such Orders 
as are necessary and appropriate to ensure compliance with the Plan as 
confirmed and/or subsequently modified. 

 
3.03 Discharge of Debtor. Except as otherwise provided herein, upon the 

Effective Date, all Claims against the Debtor shall be satisfied. All entities shall be 
precluded from asserting against the Debtor or its assets or properties, any 
other or further Claims based upon any act or omission, transaction or other 
activity of any kind or nature that occurred prior to the Confirmation Date.  
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All claims against third parties, including officers, directors and shareholders 
of the debtor, based upon acts/omissions not cured or discharged by the 
confirmation of the debtor’s chapter 11 plan shall be unaffected. 
 

3.04 Title to Assets: Discharge of Liabilities.

 

 Except as otherwise provided 
in the Plan, on the Effective Date, title to all assets and properties dealt with by the 
Plan shall vest in the Reorganized Debtor, in accordance with Section 1141 of the 
Bankruptcy Code, free and clear of all liens, claims and encumbrances except as 
provided in the Plan; and the Confirmation Order shall be a judicial determination of 
the liabilities of the Debtor.  

3.05 Forfeiture.

  

 The Reorganized Debtor shall make distributions to 
Creditors at the addresses set forth on the Proofs of Claim filed by such Creditors or 
at their last-known addresses if no Proof of Claim is filed. If any Creditor's 
distributions are returned as undeliverable, no further distributions to such Creditor 
shall be made unless and until notification is received of such Creditor's then current 
address, at which time, all missed distributions shall be made to such Creditor, 
without interest. The Reorganized Debtor shall be under no obligation to locate or 
contact any Creditor. All Claims for undeliverable distributions shall be made on or 
before the second anniversary of the Confirmation Date. Until such time, 
undeliverable distributions shall be retained. After such date, all unclaimed 
payments shall be disbursed to any remaining Allowed Claims and the Claim of any 
Creditor with respect to such payments shall be discharged and forever barred. 

3.06 Bar Dates For Filing Proofs of Claim.

 

 The Debtor has filed as a part of 
its schedules a list of all creditors, setting forth the identity of each such creditor and 
an indication of the amount due each such creditor. Unless a claim is listed as 
disputed, contingent or unliquidated, each creditor's claim will be allowed in the 
amount and status stated on the schedules in absence of filing of a proof of claim in a 
different amount or status on or before September 25, 2017.  Claims listed as 
disputed, contingent, or unliquidated will not be allowed unless a proof of claim 
with all supporting documents is filed prior to September 25, 2017.  In the event a 
creditor has filed a proof of claim in these proceedings with which the Reorganized 
Debtor disagrees, the Reorganized Debtor shall file an objection to said claim.   

Any proof of claim which is not timely filed shall be of no force and effect. No 
distribution will be made to any creditor that has not timely complied with this 
provision. 
 
IV. CONFIRMATION PROCEDURES AND STANDARDS 
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In order for the Plan to be confirmed, various statutory conditions must be 

satisfied, including (i) a finding by the Court that the Plan is feasible, (ii) the 
acceptance of the Plan by at least one impaired class entitled to vote on the Plan not 
counting insiders, and (iii) provision for payment or distribution to each claimant 
under the Plan of money and/or other property equal in value to at least what the 
claimant would have received in liquidation or, with respect to each Class, either 
acceptance by the Class or a finding by the Court that the Plan is "fair and equitable" 
and does not "discriminate unfairly" against the Class. 
 

4.01 Who May Vote. 

 

  Distributed along with the Disclosure Statement is a 
ballot on which Creditors and interest holders will vote to accept or reject the Plan. 
Only classes that are impaired under the Plan are entitled to vote on acceptance or 
rejection of the Plan. Generally, section 1124 of the Bankruptcy Code provides that 
a class of claims or interests is considered impaired unless a plan does not alter the 
legal, equitable, and contractual rights of the holder of the claim or interest. In 
addition, these classes are impaired unless all outstanding defaults, other than 
defaults relating to the insolvency or financial condition of the Debtor or the 
commencement of the Chapter 11 case, have been cured and the holders of the 
claims or interests in these classes have been compensated for any damages incurred 
as a result of any reasonable reliance or any contractual provisions or applicable law 
to demand accelerated payment. 

Classes not impaired under the Plan, pursuant to section 1126(f) of the 
Bankruptcy Code, are deemed to have accepted the Plan without voting. All 
impaired classes under the Plan are entitled to vote to accept or reject the Plan.  The 
classes of creditors impaired under the Plan are Classes 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 
12, and 13.  As a result of the Debtor's proposed Plan, there are four (4) impaired 
classes. 
 

4.02 Requirements for Confirmation of the Plan

 

. At the Confirmation 
Hearing, the Court will determine whether the requirements of Section 1129 of the 
Bankruptcy Code have been satisfied, in which event the Court will enter an order 
confirming the Plan. These requirements are as follows: 

(a) Feasibility of the Plan. In order for the Plan to be confirmed, the Court 
must determine that a further reorganization or subsequent 
liquidation of the Debtor is not likely to result following 
confirmation of the Plan. The Plan Proponent believes that the Plan 
is feasible. All payments under the Plan are to be made out of assets 
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already on hand, cash generated from the continued operation of the 
Debtor’s business, and from funds raised from the sale of additional 
stock or from working capital loans. 

i.  
(b) The risks for all creditors under the Debtor’s proposed Plan include 

(but are not limited to) the risk that: 
i. Competition is able to enter the market at lower costs; 

ii. The economy dramatically improves to a point that the 
Debtor is not able to attract personnel in sufficient numbers to  
service existing clients; 

iii. Large customers of the Debtor decide to utilize other vendors; 
iv. Government regulation makes the services provided by the 

Debtor uneconomical; 
v. Insurance rates increase to a level that the business is no 

longer profitable. 
 

(b) Best Interests Test. With respect to each impaired class contemplated by 
Section 1129(a)(7)(A), each member must either (a) accept the Plan or (b) receive or 
retain under the Plan, on account of its Claim or Interest, property of a value, as of 
the Effective Date of the Plan, that is not less than the amount the holder would 
receive or retain if the Debtor were liquidated under Chapter 7 of the Bankruptcy 
Code. 
 

To determine what the holders in each impaired class of Claims and Interests 
would receive if the Debtor were liquidated, the Bankruptcy Court must determine 
the dollar amount that would be generated from the liquidation of the Debtor's assets 
and properties in a context of Chapter 7 liquidation case. The cash amount that 
would be available would consist of the proceeds resulting from the disposition of 
the Debtor’s personal property, reduced by the costs and expenses of the liquidation, 
and by such additional administration and priority expenses that may result from the 
termination of the Debtor=s business and use of Chapter 7 for the purposes of 
liquidation. 
 

The costs of liquidation under Chapter 7 would include the fees payable to the 
trustee appointed in the Chapter 7 case, as well as those that might be payable to 
additional attorneys and other professionals that the trustee might engage. Costs of 
liquidation would also include any unpaid expenses incurred by the Debtor during 
the Chapter 11 case, such as compensation for attorneys, financial advisors, and 
accountants and costs and expenses of any committee, that are allowed in the 
Chapter 7 case. In addition, Claims may arise by reason of the breach of or rejection 
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of obligations incurred and executory contracts entered into by the Debtor during the 
pendency of the Chapter 11 case. 
 

To determine if the Plan is in the best interests of each impaired class, the 
present value of the distributions from the proceeds of the liquidation of the 
Proponent's assets and properties (after subtracting the amounts attributable to the 
claims described above) are then compared with the present value offered to each of 
the classes of Allowed Claims and Allowed Interests under the Plan. 
 

In applying the "best interests" test, it is necessary to consider that Claims and 
Interests in a Chapter 7 case might not be classified in the same manner as provided 
in the Plan. In the absence of a contrary determination by the Bankruptcy Court, all 
allowed unsecured claims which have the same rights upon liquidation would be 
treated as one class for the purposes of determining the potential distribution of the 
liquidation proceeds resulting from a Chapter 7 case of the Proponent. The 
distribution of the liquidation proceeds would be calculated pro rata according to the 
amount of the allowed unsecured claim held by each Creditor in the class. The Plan 
Proponent believes that the most likely outcome of liquidation proceedings under 
Chapter 7 would be the application of the rule of absolute priority of distributions. 
Under that rule, no junior class of Creditors would receive any distribution until all 
senior classes of Creditors were paid in full with interest, and no Interest Holder 
would receive any distribution until all Creditors were paid in full with interest. 
Consequently, the Plan Proponent believes that in any Chapter 7 case, holders of 
Claims in all of the Classes would receive less than under the Plan. 
 

In this case a Chapter 7 liquidation would likely result in significant loss of 
estate value due to the administrative expenses and delay caused by a Chapter 7 
liquidation. Since a Chapter 7 Trustee would be unfamiliar with the facts pertaining 
to this case, the Trustee would be forced to spend significant time in processing this 
case and liquidating all assets before any distribution can be made to creditors. In 
addition, a Chapter 7 Trustee would bring an additional level of administrative 
expenses thereby further reducing the funds available for distribution to creditors. 
Confirmation of this Chapter 11 plan will maximize distribution to creditors and 
shorten the time for distribution. 

 
(c) Acceptance by Impaired Classes. Section 1129(a)(8) of the Bankruptcy 

Code requires that, subject to the "cram-down" exception contained in section 
1129(b), each impaired class must accept the Plan by the requisite votes for 
confirmation to occur. A class of impaired claims will have accepted the Plan if at 
least two-thirds in amount and more than one-half in number of Allowed Claims in 
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the class voting to accept or reject the Plan have voted in favor of acceptance. A 
class of impaired Interests will have accepted the Plan if at least two-thirds in 
amount of the Allowed Interests in the class voting to accept or reject the Plan have 
voted in favor of acceptance. In addition, regardless of whether recourse is had to the 
cram-down provisions of section 1129(b), at least one impaired class must accept the 
Plan, without counting the votes of any "insiders" contained in the class, as defined 
in Section 101(31) of the Bankruptcy Code. 
 

(d) Cram-down. If any impaired class of claims or interests does not accept 
the Plan, the Bankruptcy Court may still confirm the Plan at the request of the 
Proponent pursuant to the cramdown provisions of Section 1129(b) if, as to such 
impaired class, the Plan "does not discriminate unfairly" and is "fair and equitable" 
with respect to that class. A Plan does not discriminate unfairly if no class receives 
more than it is legally entitled to receive for its claims or equity interests. "Fair and 
equitable" has different meanings for secured claims, unsecured claims and 
interests. 
 

With respect to a secured claim, "fair and equitable" means that either (i) the 
impaired secured creditor retains its liens to the extent of its allowed secured claims 
and receives deferred cash payments at least equal to the allowed amount of its claim 
with a present value as of the Effective Date of the Plan at least equal to the value of 
the creditor's interest in the property securing its liens, (ii) property subject to the 
lien of an impaired secured creditor is sold free and clear of the lien, with the lien 
attaching to the proceeds of the sale, or (iii) the impaired secured creditor realizes 
the "indubitable equivalent" of its claim under the Plan. With respect to an 
unsecured claim, "fair and equitable" means that either (i) each impaired unsecured 
creditor receives or retains property of a value equal to the amount of its Allowed 
Claim or (ii) the holders of claims and interests that are junior to the claims of the 
dissenting class will not receive or retain any property under the Plan. 
 

With respect to an interest, "fair and equitable" means that either (i) each 
holder of an impaired interest in the class receives or retains property of a value 
equal to the greatest of the allowed amount of any fixed liquidation preference to 
which the holder is entitled, any fixed redemption price to which the holder is 
entitled, or the value of that interest or (ii) the holders of all interests that are junior to 
the interest of the dissenting class will not receive any property under the Plan. 
 

The Bankruptcy Court must determine at the Confirmation Hearing whether 
the Plan is fair and equitable and does not discriminate unfairly against any impaired 
class of Claims or Interests. The Plan Proponent believes that each holder of a Claim 
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impaired under the Plan will receive payments under the Plan having a present value 
as of the Effective Date of an amount not less than the amount likely to be received if 
the Debtor were liquidated in a case under Chapter 7 of the Bankruptcy Code. The 
Plan Proponent believes that the likely distribution to creditors through a Chapter 7 
liquidation would be substantially less than as proposed under this Plan. At the 
Confirmation Hearing, the Bankruptcy Court will determine whether Creditors 
would receive greater distributions in a liquidation under Chapter 7 than they would 
under the Plan. 
 
V.

 
SOURCE OF INFORMATION FOR THIS DISCLOSURE STATEMENT 

The information contained herein has not been subject to a certified audit. 
Most of the information, descriptions, values and facts contained herein are derived 
from disclosure made by the Debtor during this bankruptcy proceeding.  
Accordingly, the Debtor does not warrant or represent that the information 
contained herein is correct, although great effort has been made to be accurate. This 
Disclosure Statement does not contain the Plan in its entirety, the Plan itself is 
controlling in the event of any inconsistencies. Each creditor is urged to review the 
Plan prior to voting. 
 

The statements contained in this Disclosure Statement are made as of the date 
hereof unless another time is specified herein and the delivery of this Disclosure 
Statement shall not under any circumstances create an implication that there has not 
been any change in the facts as set forth herein since the date hereof. All the terms 
herein have the same meanings as in the Plan unless the context requires otherwise. 
 

VI. 
 

PROFESSIONAL FEES 

It is estimated that, as of the filing of this Disclosure statement and Plan, the 
amount of accrued professional fees is $75,000.00 - $150,000.00.  No requests have 
been made to the Court by any professional requesting allowance of fees or costs.  
 

VII.  

 
PENDING LITIGATION 

7.01 

 

General and Chapter 5 Causes of Action, Including But Not Limited 
to, Fraudulent and Preferential Transfers 

Any avoidance power actions will be retained by the Reorganized Debtor 
under the Plan. The Reorganized Debtor will be given the exclusive right to enforce 
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any and all causes of action owned by the Debtor, including any causes of action 
which may exist under the Bankruptcy Code or state law. Any recoveries made from 
Avoidance Actions will be distributed to creditors as provided under the Plan.  The 
Debtor does not believe that there are preference and fraudulent conveyance causes 
of action, however to the extent there are claims that upon further investigation 
exists against creditors, prepetition insiders or others, including but not limited to 
payments and transfers disclosed in the Debtor's Statement Of Financial Affairs, 
those claims are specifically retained and may be pursued by the Reorganized 
Debtor. 
 
 

VIII. 
 

ALTERNATIVES TO THE PLAN 

The Debtor expects that this Plan will enable the Reorganized Debtor to 
realize the most benefits for all of its creditors. 
 

CONVERSION: In the event no suitable alternative could be found, the 
Debtor would be compelled, as well as obligated, to recommend the conversion of 
the Chapter 11 case to a case under Chapter 7, and a subsequent liquidation by a duly 
appointed or elected Chapter 7 trustee or dismissal of the bankruptcy case.  
Although the Debtor is of the opinion that a straight liquidation of the assets would 
not be in the best interest of the creditors generally, the following is likely to occur: 
 

(a) The newly appointed Chapter 7 trustee would have to become familiar 
with the Debtor=s operations in order to evaluate all the Debtor=s assets and 
liabilities, including the numerous claims which are the subject of pre-petition 
litigation and all transactions which will serve as a basis for future litigation; 
 

(b) In addition to the duplication of efforts that would transpire as a result of 
the Chapter 7 trustee having to review documents and interview persons in order to 
become sufficiently acquainted with Debtor=s business, the Chapter 7 trustee would 
likely retain professionals to aid in administering the estate; 
 

(c) An additional tier of administrative expenses entitled to priority over 
general unsecured claims would be incurred. Such administrative expenses would 
include Chapter 7 trustee's commissions and fees for the professionals likely to be 
retained; and 
 

(d) There would likely be no distribution at all to the creditors until the case 
was ready to be closed. The Debtor will allow the creditors and parties-in-interest to 
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draw their own conclusions with respect to the delay associated with such detriment. 
It is certain that the above factors would result in an additional dilution to the 
projected dividend. The Debtor believes that such a speculative projection should be 
made by the creditors themselves. 

 
Dismissal of the proceeding would, in the judgment of Debtor, lead to an 

unsatisfactory result. Dismissal would result in numerous lawsuits to collect debts 
which would cause the Debtor to incur more expenses in the form of attorneys fees, 
etc., including the potential for the foreclosure of the Debtor’s property. 
 

The Debtor has attempted to set forth possible alternatives to the proposed 
Plan.  Accordingly, one should recognize that a vote against the Plan and the 
ultimate rejection of the Plan would not alter the present status of the Debtor. The 
vote on the Plan does not include a vote on alternatives to the Plan. There is no 
assurance what turn the proceedings will take if the Plan is rejected. If you believe 
one of the alternatives referred to above is preferable to the Plan and you wish to 
urge it upon the Court, you should consult your counsel. 

 
IX.

 
FEDERAL INCOME TAX CONSEQUENCES 

ANY TAX INFORMATION CONTAINED HEREIN IS MADE FOR 
INFORMATION PURPOSES ONLY.  PARTIES-IN-INTEREST ARE 
URGED TO SEEK THE ADVICE OF THEIR OWN PROFESSIONAL 
ADVISORS SHOULD THEY HAVE ANY QUESTIONS WITH RESPECT 
TO ANY TAXATION ISSUES. 

 
The Debtor believes that the following discussion generally sets forth the 

Federal income tax consequences to Creditors upon confirmation and 
consummation of the Plan.  No ruling has been sought or obtained by the Debtor 
from the Internal Revenue Service ("IRS") with respect to any of these matters. The 
following discussion of Federal income tax consequences is not binding on the IRS 
and is general in nature. No statement can be made herein with respect to the 
particular Federal income tax consequences to any Creditor. 
 

AS A RESULT OF THE COMPLEXITY OF THE APPLICABLE 
PROVISIONS OF THE INTERNAL REVENUE CODE, EACH CREDITOR 
IS URGED TO CONSULT ITS OWN TAX ADVISOR IN ORDER TO 
ASCERTAIN THE ACTUAL TAX CONSEQUENCES TO IT, UNDER 
FEDERAL AND APPLICABLE STATE AND LOCAL LAWS, OF 
CONFIRMATION AND CONSUMMATION OF THE PLAN. 
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Creditors may be taxed on distributions they receive from the Estate. The 

amount of the income or gain, and its character as ordinary income or capital gain or 
loss, as the case may be, will depend upon the nature of the Claim of each particular 
Creditor. The method of accounting utilized by a Creditor for Federal income tax 
purposes may also affect the tax consequences of a distribution. In general, the 
amount of gain (or loss) recognized by any such Creditor distributes will be the 
difference between (i) the Creditor's basis for Federal income tax purposes, if any, in 
the Claim and (ii) the amount of the distribution received. Whether the distribution 
will generate ordinary income or capital gain will depend upon whether the 
distribution is in payment of a Claim or an item which would otherwise generate 
ordinary income on the one hand or in payment of a Claim which would constitute a 
return of capital. 

 
 X. 

 
 

MODIFICATION OF DISCLOSURE STATEMENT 

Prior to confirmation, the proponent may, with the approval of the Court, so 
long as it does not materially or adversely affect the interests of the creditors or other 
parties-in-interest as set forth herein, remedy any defect or omission, reconcile any 
inconsistencies in this Disclosure Statement, or in the Order Approving Disclosure 
Statement, in such a manner as may be necessary to carry out the purposes and intent 
of this Disclosure Statement. 

 
XI.

 
OTHER BANKRUPTCIES 

The Debtor has not filed a prior bankruptcy proceeding. 
 
 XII. 
 
 

CONCLUSION 

The Debtor believes that approval of its Plan will provide an opportunity for 
creditors to receive more through the proposed Plan on account of their claims than 
would be received in a straight liquidation by a trustee in a Chapter 7 case or from a 
distress sale of all the assets. If the Plan is not approved, the Debtor will continue to 
seek other reorganization alternatives, but liquidation might ensue, with the 
consequences as discussed above in relation to the liquidation alternative. 
 

This Disclosure Statement is subject to the approval by the Bankruptcy Court. 
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THE APPROVAL BY THE UNITED STATES BANKRUPTCY 
COURT OF THIS DISCLOSURE STATEMENT WILL NOT CONSTITUTE 
AN ENDORSEMENT BY THE COURT OF THE DEBTOR'S PLAN OR A 
GUARANTEE OF THE ACCURACY OR COMPLETENESS OF THE 
INFORMATION CONTAINED HEREIN. 
 
Respectfully submitted this 15th day of December, 2017.  
 
 
  /s/ Brian Brand                
BAB Metal Recycling, LLC 

            

By:  Brian Brand 
Its: Managing Member 

 
 
 

Walker & Patterson, P.C. 
   /s/ Johnie Patterson    

Johnie Patterson Texas Bar #15601700 
P.O. Box 61301 
Houston, Texas 77208-1301 
Telephone (713) 956-5577 
Facsimile (713) 956-5570     
jjp@walkerandpatterson.com 
 

Case 17-60038   Document 83   Filed in TXSB on 12/15/17   Page 28 of 28


