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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE WESTERN DISTRICT OF TEXAS
AUSTIN DIVISION

IN RE:

CASE NO. 15-11194

CASE NO. 16-10817

KEVIN KLIEFOTH
and

BARBARA KLIEFOTH

CHAPTER 11

Substantively Consolidated
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DEBTORS

This proposed Disclosure Statement has not been approved under section 1125(B) of the
bankruptcy Code by the Bankruptcy Court as containing adequate information for use in
connection with the solicitation of acceptances or rejections of the Debtors’ Chapter 11
Plan of Liquidation described herein. Accordingly, the filing and dissemination of this
proposed Disclosure Statement is not intended and should not in any way be construed as a
solicitation of votes for the Debtors Chapter 11 Plan of Liquidation, nor should the
information contained herein be relied upon for any purpose before a determination by the
Bankruptcy court that the proposed Disclosure Statement contains adequate information.
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Important Notice

This disclosure statement has not been approved or disapproved by the Securities and
Exchange Commission, nor has the Securities and Exchange Commission passed upon the
accuracy or adequacy of the statements contained herein.

This disclosure statement includes forward-looking statements based largely on the current
expectations of the debtors and projections about the future events and financial trends
affecting the financial condition of the debtors or the debtors’ business. The words
“believe,” “may,” “will,” “estimate,” “continue,” “anticipate,” “intend,” “expect,” and
similar expressions identify these forward-looking statements. These forward-looking
statements are subject to a number of risks, uncertainties, and assumptions, including
those described below under the caption “risk factors.” In light of these risks and
uncertainties, the forward looking events and circumstances discussed in this disclosure
statement may not occur, and actual results could differ materially from those anticipated
in the forward-looking statements. Neither the debtors nor the reorganized debtors have
undertaken any obligations to update or revise any forward-looking statements, whether as
a result of new information, future events, or otherwise.

No representations or other statements concerning the debtors (particularly as to its future
business operations or the value of its assets) are authorized by the debtors, other than
those expressly set forth in this disclosure statement. Any representations or inducements
made to secure your acceptance, which are other than as set forth in this statement, should
not be relied upon by you in arriving at your decisions. Any such additional
representations and inducements should be reported to counsel for the debtors who shall
deliver such information to the bankruptcy court, which may take such action as it deems
appropriate.

The information contained herein has not been independently audited, except as
specifically referenced herein. The information contained in this disclosure statement has
been submitted by the debtors and their internal accounting staff, unless specifically stated
to be from other sources. The debtors’ plan is an integral part of this disclosure statement,
and each creditor is urged to review the Plan in its entirety prior to voting on it.

The Debtors make no representations with respect to the effects of taxation (State or
Federal) on the creditors with respect to the treatment of their claims or interest under the
Plan, and no such representations are authorized by the Debtors. Creditors are
encouraged to seek the advice of their own professional advisors if they have any such
questions.

I.  INTRODUCTION
This Disclosure Statement is submitted by Kevin Kliefoth and Barbara Kliefoth (the
“Debtors” and “Debtors-in-Possession”) in connection with the Debtors’ efforts to solicit votes

necessary to confirm the Debtors” Chapter 11 Plan of Liquidation (the “Plan). A copy of the
Plan is attached hereto as Exhibit “A”
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1.01 The Chapter 11 Case

Kevin Kliefoth filed a voluntary petition for relief under Chapter 11 of Title 11 of the
United States Code, 11 U.S.C. 88 101, et seq. (the "Bankruptcy Code") in the United States
Bankruptcy Court for the Western District of Texas, Austin Division ("Bankruptcy Court™) on
September 13, 2015. Barbara Kliefoth filed a voluntary petition for relief under Chapter 11 of
Title 11 of the United States Code, 11 U.S.C. 88§ 101, et seq. (the "Bankruptcy Code") in the
United States Bankruptcy Court for the Western District of Texas, Austin Division ("Bankruptcy
Court™) on July 14, 2016. The court entered an order substantively consolidating the Debtors’
cases under Kevin William Kliefoth case No. 15-11194 on October 21, 2106. The Debtors
continues to manage their affairs as a debtor-in-possession pursuant to sections 1107 and 1108 of
the Bankruptcy Code. This Disclosure Statement and the accompanying Plan are filed on behalf
of the Debtors.

1.02  Purpose of Disclosure Statement

The purpose of this Disclosure Statement is to provide you, as the holder of a Claim
against the Debtors, with information to enable you to make a reasonably informed decision on
the Plan before exercising your right to vote to accept or reject the Plan.

On after notice and a hearing, the Bankruptcy Court approved this
Disclosure Statement as containing information, of a kind and in sufficient detail, adequate to
enable the holders of Claims against the Debtors to make an informed judgment to accept or
reject the Plan. THE BANKRUPTCY COURT'S APPROVAL OF THIS DISCLOSURE
STATEMENT DOES NOT CONSTITUTE A GUARANTY OF THE ACCURACY OR
COMPLETENESS OF THIS INFORMATION OR THE BANKRUPTCY COURT'S
ENDORSEMENT OF THE PLAN.

YOU SHOULD READ ALL OF THIS DISCLOSURE STATEMENT BEFORE VOTING ON
THE PLAN. HOWEVER, THE DISCLOSURE STATEMENT IS NOT INTENDED TO
REPLACE A CAREFUL, DETAILED REVIEW AND ANALYSIS OF THE PLAN ITSELF
BY EACH HOLDER OF A CLAIM OR INTEREST. THIS DISCLOSURE STATEMENT IS
INTENDED TO AID AND SUPPLEMENT THAT REVIEW AND ANALYSIS. THE
DESCRIPTION OF THE PLAN IS A SUMMARY ONLY. HOLDERS OF CLAIMS AND
INTERESTS AND OTHER PARTIES IN INTEREST ARE CAUTIONED TO REVIEW THE
PLAN AND ANY RELATED ATTACHMENTS IN THEIR ENTIRETY FOR A FULL
UNDERSTANDING OF THE PLAN'S PROVISIONS. THIS DISCLOSURE STATEMENT IS
QUALIFIED IN ITS ENTIRETY BY REFERENCE TO THE PLAN.

You are urged to consult with your own financial and other advisors in deciding whether to vote
to approve or reject the Plan. No solicitation of votes may be made except pursuant to this
Disclosure Statement, and no person has been authorized to use any information concerning the
Debtors or their businesses other than the information contained in this Disclosure Statement.

About this Disclosure Statement:
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* The statements contained in this Disclosure Statement are made as of the date that the
Bankruptcy Court enters an order approving this Disclosure Statement, unless another time is
specified in this Disclosure Statement. Neither the delivery of this Disclosure Statement nor any
action taken in connection with the Plan implies that the information contained in this Disclosure
Statement is correct as of any time after that date.

* Unless the context requires otherwise: (i) the gender (or lack of gender) of all words used in
this Disclosure Statement includes the masculine, feminine, and neuter; (ii) references to articles
and sections (other than in connection with the Bankruptcy Code, the Bankruptcy Rules, another
specified law or regulation or another specified document) refer to the articles and sections of
this Disclosure Statement; and (iii) "including” means "including, without limitation.

* You may not rely on this Disclosure Statement for any purpose other than to determine how to
vote on the Plan. Nothing contained in this Disclosure Statement constitutes or will be deemed to
be advice on the tax or other legal effects of the Plan on holders of Claims or interests.

» Certain information contained in this Disclosure Statement is forward-looking. This Disclosure
Statement contains estimates and assumptions that may prove not to have been accurate, and it
contains financial projections that may be materially different from actual future occurrences.

» Acceptance or rejection of the Plan is subject to a number of risks. See "Risk Factors" in
Section IX herein.

1.03 Plan Balloting and Confirmation Procedures
1.03.1 Holders of Allowed Claims Entitled to Vote

Only holders of Allowed Claims that are (i) "impaired” by a plan of reorganization or
liquidation and (ii) entitled to receive a distribution under such a plan are entitled to vote to
accept or reject a plan under the Bankruptcy Code. Class 1 is not entitled to vote. Claims in
Class 2, 3 and 4 are impaired under the Plan~ and therefore~ shall be entitled to vote to accept or
reject the Plan. Class 1 is unimpaired and shall not be entitled to vote to accept or reject the Plan.
If a controversy arises as to whether any Claim or interest or any Class of Claims or Interests is
impaired under the Plan, the Court shall, upon notice and a hearing, determine such controversy.

1.03.2 Voting Procedures

If you are entitled to vote to accept or reject the Plan~ a Ballot (the "Ballot™) for acceptance or
rejection of the Plan and a pre-addressed envelope for return of the Ballot are enclosed.
BALLOTS FOR ACCEPTANCE OR REJECTION OF THE PLAN ARE BEING PROVIDED
ONLY TO HOLDERS OF ALLOWED CLAIMS IN CLASS TWO, THREE AND FOUR If you
are the holder of an Allowed Claim in one of these Classes entitled to vote and did not receive a
Ballot~ received a damaged or illegible Ballot~ or lost your Ballot, or if you are a party-in-
interest and have any questions concerning the Disclosure Statement, the Plan, or the voting
procedures, please contact:
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Fred Walker P.C.

Att: Kimberly Nash

609 Castle Ridge Ste 220
Austin, TX 78746
512-330-9977
512-330-1686 (facsimile)

After carefully reviewing this Disclosure Statement, please indicate your acceptance or
rejection of the Plan by voting in favor of or against the Plan. Return the Ballot to the Debtors’
counsel at the address set forth on the Ballot by 5:00p.m. (Central Standard Time) on .
You may also return your Ballot by courier or facsimile by following the instructions on the
Ballot. Any Ballot not indicating an acceptance or rejection will be deemed an acceptance of the
Plan. ANY BALLOTS RECEIVED BY THE DEBTORS’ COUNSEL AFTER 5:00 P.M.
(PREVAILING CENTRAL STANDARD TIME), ON WILL NOT BE COUNTED UNLESS
THIS DATE IS EXTENDED BY THE BANKRUPTCY COURT.

1.03.3 Voting Requirements for Class Acceptance of the Plan

In order for the Plan to be "accepted” by Creditors, at least sixty-six and two-thirds
percent (66.66%) in amount of Allowed Claims and more than fifty percent (50%) in number of
Allowed Claims voting in each Class must accept the Plan.

1.03.4 Confirmation Hearing

The Bankruptcy Court has entered an order fixing at (Prevailing Central Standard Time),
Bankruptcy Courtroom for the Honorable Tony M. Davis, Homer J. Thornberry Federal Judicial
Building, 903 San Jacinto Boulevard, Suite 332, Austin, Texas 78701, as the date, time and place
for the initial commencement of a hearing on the confirmation of the Plan, and at 5:00 p.m., as
the time by which all objections to confirmation of the Plan must be filed with the Bankruptcy
Court and served on counsel for the Debtors. The confirmation hearing may be adjourned from
time to time without further notice except for the announcement of the adjourned time and date
at the confirmation hearing or any adjournment thereof.

Section 1128(b) of the Bankruptcy Code provides that any creditor or party-in-interest
may object to confirmation of a plan. Any objection to confirmation of the Plan must: (i) be in
writing; (ii) conform to the Federal Rules of Bankruptcy Procedure and Local Rules of the
Bankruptcy Court; (iii) set forth the name of the objecting party; (iv) the nature and amount of
the Claim or Interest held or asserted by the objecting party against the Debtors’ Bankruptcy
Estate; and (v) the basis for the objection. The objection, together with proof of service, must
then be filed with the Bankruptcy Court, with copies served upon parties required to receive
service under Local Rule 9013-1(d), and to the Debtors’ counsel at:

Fred Walker P.C.

Kimberly Nash
State Bar No. 24043840
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609 Castle Ridge Ste 220
Austin, Tx 78746
512-330-9977

UNLESS AN OBJECTION IS TIMELY AND PROPERLY SERVED AND FILED
BY AT 5:00P.M. (PREVAILING CENTRAL STANDARD TIME), THE
OBJECTION MAY NOT BE CONSIDERED BY THE BANKRUPTCY COURT.

1.03.5 Effective Date

This is a liquidating plan. In other words, the Debtors seek to liquidate their non-exempt
assets to satisfy their creditors. The Effective Date of the proposed Plan is the thirtieth (30™) day
after the date on which the confirmation order confirming the Plan is entered, unless stayed
pursuant to Bankruptcy Rule 8005 by order of an appropriate court. But if a stay of the
confirmation order is in effect on that date, the Effective Date will be the first business day after
that date on which no stay of the confirmation order is in effect, provided that the confirmation
order has not been vacated.

1. DEBTORS BACKGROUND
2.01 General

Kevin Kliefoth operates a sole proprietorship and does business under the assumed names
“Walltech” and OfficeOutlet.” The business is primarily engaged in acquisition, reconditioning
and sale of used office equipment, including partitions and cubicles. The business also sells new
office furniture. The business employs approximately 25 full time employees and 10 part time
employees.

The business acquires used office furniture from clients that are vacating existing space
and relocating their offices. Mr. Kliefoth is usually able to acquire the furniture and equipment at
no cost. He is normally paid to remove and dispose of the furniture and equipment because the
furniture is no longer desired and the space must be vacated. From his customer’s point of view,
disposal of the furniture and equipment is a liability that can be mitigated by allowing Mr.
Kliefoth to take title to the goods. The used furniture and equipment is then either disposed of or
reconditioned and offered for sale who then reconditions the used furniture for sale.

Mr. Kliefoth has been operating his business as a debtor-in-possession since September
13, 2015. The business climate has deteriorated and he has determined it is no longer cost-
effective to continue operating the business. He made inquiries to determine whether any of his
competitors are interested in purchasing the assets of his business. The only parties who have
expressed an interest in the assets are people in the same business; and they are willing to
remove the furniture and equipment only if they are paid. No-one has expressed an interest in
paying money to buy the assets of the business.

The business has a substantial liability to its landlord, RUT 3-4-7 LTD. The lease
requires monthly rent in excess of $25,000. The landlord is secured with a $22,680.00 security
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deposit together with a landlord’s lien against furniture, fixtures and equipment located in the
premises. The cost to dispose of the furniture, fixtures, equipment and inventory exceeds its fair
market value. The Plan therefore proposes to terminate the lease, forfeit the security deposit and
abandon to the landlord all furniture, fixtures and equipment located at debtors’ place of
business. The only remaining business assets after the abandonment will be cash and accounts
receivable. The Plan proposes to distribute the cash to creditors and appoints Kevin Kliefoth as
the plan Administrator to collect the accounts receivable for ultimate distribution to creditors.

Mr. Kliefoth has an executory employment contact with Trinet SOl AKA TXSUB-64 (“Trinet”)
to provide employees and payroll services. He “leases” approximately twenty-five (25) full time
employees (permanent employees) and ten (10) part time employees (temporary employees) from
Trinet. Walltech remits a weekly gross payroll that averages SIXTEEN THOUSAND and 00/100
dollars ($16,000.00) for the prior week’s hours and monthly commission/bonus check averaging
TWENTY-TWO THOUSAND EIGHT HUNDRED 00/100 dollars ($22,800.00) for the
commissions earned the prior month. The Plan proposes to assume the executory employment
agreement.

Debtor employs his son, Robbie Kliefoth, as a general sales associate. Robbie Kliefoth
earns a salary plus commission. During the six months prior to filing, Robbie Kliefoth earned
$27,445.00.

Mrs. Kliefoth has been unemployed for many years and recently found part time
employment at Home Goods as a cashier. She currently works part time and earns $10.00 an
hour. Mr. Kliefoth provides Mrs. Kliefoth an average of $1,400.00 a month in spousal support
payments.

2.02 Causes of Bankruptcy Filing

Mr. and Mrs. Kliefoth have been separated for several years. Mrs. Kliefoth is employed
in retail sales. Debtors have a substantial federal income tax liability and filed for relief under
chapter 11 of the Bankruptcy Code in response to the garnishment of one of their bank accounts
by the Internal Revenue Service. Kevin Kliefoth filed his case on September 13, 2015 and
Barbara Kliefoth filed her case on July 14, 2016. The two cases were substantively consolidated
on October 21, 2016. The Chapter 11 case is pending in the United States Bankruptcy Court for
the Western District of Texas, Austin Division.

I11.  Financial Information and Valuation
3.01 General
This section provides summary financial information concerning the Debtors, their assets
and potential sources of recovery for creditors. The information is based on information available
as of the date of this Disclosure Statement. Any forward-looking projections, including analysis

and valuation of Litigation Claims, is based upon the Debtors’ best estimates and belief but, as
with any projections, actual results may vary in the future.
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3.02 Disposable Income

According to the Monthly Operations Reports, as of July 31, 2016, Walltech had gross
profits of $2,633,46392 with Operating expenses of $2,508,051.04 leaving a net income of
$125,412.88 for the Debtors which averages $17,916.12 a month before federal tax liability.

Mrs. Kliefoth works at rate of $10.00 per hour. She currently works full time and
generates approximately $1,213.33 gross a month. Additionally, Mr. Kliefoth provides her with
monthly spousal support of $1,400.00. An Amended | & J monthly budget showing the expected
disposable income of the Reorganized Debtors is attached hereto as “Exhibit D.”

3.03 Walltech and OfficeOutlet

Debtor operates two dbas called Walltech and OfficeOutlet. The businesses generated
gross income of $2,117,636.00 in 2014 with a net profit of $17,613.00. In 2015, Debtors’ dbas
grossed $921,831.00 with $186,797.00 in net profits. Debtors have determined that it is no
longer economically feasible to operate the business and are liquidating their assets to pay
creditors.

3.04 Valuations of the Property

The Debtor estimates that the Debtors’ Property (listed Schedules A and B) has the
valuations attached hereto as Exhibit “C”

V. PROCEEDINGS IN THE DEBTORS’ BANKRUPTCY CASE
4.01 Commencement and Administration of the Case

Mr. Kliefoth’s Chapter 11 bankruptcy was commenced on September 13, 2015. The
Debtor's Chapter Il bankruptcy case is intended to address all of Debtor’s liabilities in the
context of a Chapter 11 liquation.

Mrs. Kliefoth’s Chapter 11 bankruptcy was commenced on July 14, 2016. Debtor’s Chapter
11 bankruptcy case is intended merge her joint IRS liabilities with Mr. Kliefoth’s in order to
obtain a joint resolution. The following is a description of the more significant matters to have
come before the Court.

4.02 Approval of Employment of Fred E. Walker, P.C.
Fred E. Walker P.C. serves as the Debtors’ bankruptcy counsel. As a professional under

8327 of the Bankruptcy Code, the firm is entitled to seek interim and final compensation from

the Debtors’ Bankruptcy Estate upon a duly noticed application and after a hearing before the
Court [Dkt #12]. The Court entered an Order approving Fred E. Walker P.C. P on October 14,
2015 [Dkt # 47].

4.03 Approval to Pay Pre Petition Wages
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The Debtor filed a Motion to Pay Pre Petition Wages on September 16, 2015, requesting
to pay the wages of the employees of Debtor’s dbas. On September 17, 2015, the Court entered
an Order allowing Debtor to pay the pre petition wages. [Dkt #13].

4.04 Approval to Continue to Use Existing Cash Management Systems and Maintain
Concurrent Business Bank Accounts.

Debtor filed a Motion Pursuant to Sections 105(A), 345 (B), 363 (C) and 364 (A) of the
Bankruptcy Code for (1) Authority to Continue to Use Existing Cash Management System, (1)
Authority to Maintain Existing Bank Account and (111) A Waiver of the Requirements of Section
345 (B) of the Bankruptcy Code. [Dkt#9]. On September 17, 2015, the Court entered an Order
granting Debtor’s motion. [Dkt#14].

4.05 Approval of employment of Lisa DeLong

Lisa DeLong serves as Mr. Kliefoth’s divorce counsel. As a professional under § 327 of
the Bankruptcy Code, the she is entitled to seek interim and final compensation from the
Debtors’ Bankruptcy Estate upon a duly noticed application and after a hearing before the Court
[Dkt #27]. The Court entered an Order approving Lisa DeL.ong on October 27, 2015 [Dkt #60].

4.06 Motion for Interim and Final Orders Establishing Adequate Assurance for Payment
of Utilities.

On September 28, 2015, Debtor filed a Motion for Interim and Final Orders Establishing
Adequate Assurance for Payment of Utilities [Dkt #28]. On October 15, 2015, this Court entered
an Interim Order granting the Motion and ordering the Debtor to pay cash deposits to each
Utility [Dkt #48]. On October 21, 2015, the Court entered a Final Order granting the Debtor's
Motion [Dkt # 55].

4.07 Motion to Use Cash Collateral

The Debtor filed a Motion for Interim and Final Authorization to Use Cash Collateral on
September 28, 2015, requesting use of cash from Debtor’s dbas Walltech and OfficeOutlet’s
business checking accounts and accounts receivable to fund Debtor's business operations. [Dkt
#29]. This motion was amended on September 28, 2015. [Dkt#31]. On October 1, 2015, the
Court entered an Interim Order granting Debtor's interim use of cash collateral so long as the
Debtor complied with the Budget approved by the Court [Dkt #41]. On October 23, 2015, the
Court entered a Second Interim Agreed Order Regarding the Amended Motion to Use Cash
Collateral. [Dkt.#56]. On November 5, 2015 a Final Agreed Order Authorizing Use of Cash
Collateral was entered by the court [Dkt# 62].

4.08 Motion to Sell Property Free and Clear of Liens

January 27, 2016, Debtor filed a Motion to Sell Property Free and Clear of Liens.
[Dkt#69]. Debtors intended to sell their homestead described as Lot 2705, Lakeway Section 16-
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C according to the map or plat thereof, recorded in Volume 59, Page 18, Plat Records, Travis
County Texas. The property was encumbered by Federal Tax Liens in the amount of
$1,630,124.96. On February 22, 2016 the court granted the motion [Dkt#73] but the sale fell
through.

April 20, 2016, the Debtor filed a Motion to Sell Property Free and Clear of Liens.
Debtors negotiated a sale of their home for $310,000.00. [Dkt.#77]. On April 26, 2016 the Court
entered an Order approving the sale of Debtors home free and clear of liens. [Dkt.#84]. In June
2016 the house was sold and the proceeds distributed to pay title insurance, real estate
commissions, cost of closing, ad valorem real property taxes on the property and the net
proceeds from sale in the amount of $292,227.33 is being held in Fred E. Walker, PC IOLTA.

4.09 Motion Under 11 U.S.C. 8365 to Reject Certain Executory Contracts

May 10, 2016, Debtor filed a Motion under 11 U.S.C. 8365 to Reject Certain Executory
Contracts with SSCK Holdings (Landlord) and Kevin Kliefoth, D.B.A. Walltech (Tenant) which
commenced June 1, 2012. Debtor was forced to consolidate his inventory and administrative
operations into one building. He couldn’t financially support two locations any longer. June 7,
2016, an Order was entered Authorizing the Rejection of Certain Executory Contracts.

4.10 Motion for an Order Directing Substantive Consolidation of Chapter 11 Cases.

July 14, 2016, Barbara Kliefoth filed for bankruptcy protection. July 14, 2016, the
Debtors filed a Joint Motion for An Order Directing Substantive Consolidation of Chapter 11
Cases. The two cases were substantively consolidated on October 21, 2016.

V. SUMMARY OF THE DEBTORS CHAPTER 11 PLAN OF REORGANIZATION
5.01 Explanation of Chapter 11 of the Bankruptcy Code

Chapter 11 is the principal reorganization chapter of the Bankruptcy Code. Under
Chapter 11 a plan proponent, typically the debtor attempts to restructure debtors’ financial affairs
or effectively liquidate the debtor's assets for the benefit of the debtor's creditors and other
parties-in-interest. The Chapter 11 plan of reorganization is a debtor's agreement with its
creditors. The Chapter 11 plan of reorganization contains the terms and conditions for the
operation and/or liquidation of a debtor's assets and the treatment of Claims and interests of
creditors and parties-in-interest.

Under § 1125 of the Bankruptcy Code acceptances of a Chapter 11 plan of reorganization
may be solicited by the debtor only after a written disclosure statement approved by a
bankruptcy court as containing adequate information for each creditor.
5.02 Terms of the Plan Control

The following represents the Debtors’ best effort to describe the treatment afforded the
Claims of the Creditors in various Classes. Creditors should be aware that the terms of the Plan
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control the treatment of all Claims. In the event of any inconsistencies between the Plan and this
Disclosure Statement, the terms of the Plan shall be, in all events, determinative. The Debtors
urge all Creditors to read the Plan for a complete understanding of the treatment of their Claims.
5.03 Classification of Claims, Interest, and Treatment

Administrative Claims:

Each holder of an Allowed Administrative Claim shall receive from the Debtors either:
(i) the amount of such Allowed Administrative Claim in one Cash payment on the Effective Date
or (ii) such other treatment as may be agreed upon in writing by the Debtors and the holder of the
Allowed Administrative Claim. An Allowed Administrative Claim representing a liability
incurred in the ordinary course of business of the Debtors shall be paid by the Debtors upon
presentment or otherwise in accordance with the terms of the particular transaction and any
agreements relating hereto.

a. Administrative Claim Bar Date and Administrative Claim Objection Deadline

The Plan constitutes a motion to fix and establish a deadline to object to timely filed
Administrative Claims ~ such deadline being thirty (30) days following the Administrative
Claim Bar Date. Upon entry of the Confirmation Order ~ the Debtors shall provide notice of
such Administrative Claim Bar Date to every Person that may assert an Administrative Claim
against the Debtors. Applications for compensation and reimbursement filed by professionals
employed under Section 327 of the Bankruptcy Code shall also be filed no later than thirty (30)
days after the Confirmation Date~ or by a date set by the Bankruptcy Court.

b. Administrative Claim Reserve

Administrative Claim Reserve: On the Effective Date, with funds on deposit held by the
Debtors’ Attorney, Fred E. Walker P.C. IOLTA, the Debtor will fund the Administrative Claim
Reserve in the amount of $50,000. The funds in the Administrative Claim Reserve shall be
released and paid over to those holders of Allowed Administrative Claims. Any funds remaining
in the Administrative Claim Reserve following payment of all Allowed Administrative Claims
shall be paid to the United States Treasury — Internal Revenue Service on account of its secured
claim. In the event the Administrative Claim Reserve is insufficient to pay all Administrative
Claims in full the balance of the Allowed Administrative Claims shall be paid pro-rata with the
remaining Administrative Claimants from the proceeds from the collection of accounts
receivable owed to Mr. Kliefoth’s sole proprietorships doing business as Walltech and Office
Outlet. All Allowed Administrative Claims shall be paid in full prior to making any distribution
from the sales proceeds to unsecured creditors.

c. Applications for Compensation
Applications for Compensation pursuant to section 330 of the Code made by

professionals employed pursuant to section 327 of the Code may be heard at Confirmation; all
professionals making such Applications may file such Applications in time to give notice of
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hearing on the Applications at the hearing on Confirmation.

In any such Application for Compensation described in section 8.1 above, such
professional shall estimate the amount of fees and expenses to be incurred by the professional
between the date the Application is filed and the date of Confirmation. Professionals will be
permitted to amend such Applications to reduce the amount of fees and expenses filed in Order
to reflect actual fees and expenses incurred up to and including Confirmation

d. Claims of Professional Bar Date and Claims of Professional Objection Deadline

Any Claims of Professionals approved by the Court, and not previously paid pursuant to
any orders approving such payments, shall be paid in Cash in such amounts as are Allowed by
Final Order of the Court: (i) within five (5) days following the date such Claim of a Professional
becomes an Allowed Administrative Claim or (ii) upon such other terms as may be mutually
agreed upon between the holder of a Claim for Professional Fees and the Reorganized Debtors.

The Plan constitutes a motion to fix and establish a bar date of thirty (30) days after the
Confirmation Date for the filing of final applications for allowances of compensation for services
rendered and reimbursement of expenses incurred through the Confirmation Date. All
Professionals seeking compensation for unpaid services rendered or reimbursement of expenses
incurred through and including the Confirmation Date shall file their respective applications no
later than such date as set forth in this Section. Upon entry of the Confirmation Order, the
Debtors shall provide notice of such Professionals Bar Date to every Person that may assert a
Claim for Professional fees against the Debtors.

The Plan constitutes a motion to fix and establish a deadline to object to timely filed
Claims of Professionals, such deadline being thirty (30) days following the Professionals Bar
Date.

e. Professionals Account and United States Trustee Fees

On the Effective Date, the Reorganized Debtors will fund the Professionals Account in an
amount sufficient to pay all Allowed Claims of Professionals in full. Additionally, all fees owing
to the United States Trustee pursuant to 28 U.S.C. § 1930 shall be paid by the Reorganized
Debtors in Cash as such fees become due.

f. Classification of Administrative Claims

As provided in § 1123(a) of the Bankruptcy Code, Administrative Claims shall not be
classified for purposes of voting under the Plan. The Claims against and Interests in the Debtors
are classified as set forth immediately below. A Claim or Interest is in a particular Class only to
the extent that such Claim or Interest fits within the description of such Class, and is in such
other and different Class or Classes to the extent that the remainder of such Claim or Interest fits
within the description of such other Class or Classes. Any dispute with the respect to
classification of Claims or Interests or impairment shall be resolved by the Court upon motion of
the holder of such Claim or Interest affected thereby, with notice to the Debtors. The Plan shall
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only provide distributions to Allowed Claims; except as expressly provided herein, nothing
within the Plan shall allow any Claim or Interest. The Claims and Interests are classified as
follows:

Class 1: Allowed Priority Tax Claims of Government Entities

This class shall consist of allowed Priority Tax Claim arising under section
507(a)(8) of the Bankruptcy Code. The Class 1 claim consists of the Allowed Priority Tax Claim
in the amount of SEVENTEEN THOUSAND SEVEN HUNDRED NINETY-NINE AND
79/100 DOLLARS ($17,799.79) held by the Texas Comptroller of Public Accounts on behalf of
the State of Texas, Texas Municipalities, Texas Counties, Special Purpose District and/or Texas
Metropolitan or Regional Transportation Authorities; and the Allowed Priority Tax Claim in the
amount of THREE THOUSAND SEVEN HUNDRED THIRTEEN AND 65/100 DOLLARS
($3,713.65) held by the County of Williamson, Texas for AD Valorem Tax Claim for Business
Personal Property located at 2112 Boardwalk RR.

a. Treatment

Treatment: Each holder of an Allowed Priority Tax Claim shall be paid its Allowed
Priority Tax Claim in such amount as is Allowed in full, in Cash, on the Effective Date or
as soon as practicable thereafter.

b. Funding

Debtors shall pay the Class 1 Claims with Cash on hand on the Effective Date.

c. Impairment and Voting

Class 1 is unimpaired and is not entitled to vote on the Plan.

Class 2: Secured Claim of United States Treasury — Internal Revenue Service

This Class shall consist of the Secured Claim of the United States Treasury — Internal
Revenue Service.

a. Treatment

On the Effective Date, the Claim of United States Treasury — Internal Revenue Service
shall be allowed as an Allowed Secured Claim in the amount of FIVE HUNDRED
SEVENTY FIVE THOUSAND AND 00/100 DOLLARS ($575,000.00) (the "Allowed
United States Treasury — Internal Revenue Service Secured Claim™) and an Allowed
Unsecured Claim of ONE MILLION ONE HUNDRED FORTY TWO THOUSAND
SEVEN HUNDRED FORTY TWO AND 26/100 DOLLARS ($1,142,742.26) (the
"Allowed United States Treasury — Internal Revenue Service Unsecured Claim"). The
Allowed United States Treasury — Internal Revenue Service Secured Claim shall be paid
in full, in Cash, on the Effective Date or as soon as practicable thereafter. The Allowed
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United States Treasury — Internal Revenue Service Unsecured Claim shall be paid pro-
rata with the other Allowed Unsecured Claims.

b. Funding

Debtors shall pay the Class 2 Allowed United States Treasury — Internal Revenue Service
Secured Claim with Cash on hand on the Effective Date. Debtors shall pay the Class 2
Allowed United States Treasury — Internal Revenue Service Unsecured Claim from
proceeds received from the collection of accounts receivable.

c. Impairment & Voting

Impairment & Voting: Class 2 is impaired. Acceptance of this Plan from holders of Class
2 Claims will be solicited.

Class 3: Secured Judgment Claim of AEL Financial, LLC
This Class shall consist of the claim of AEL Financial, LLC secured by a judgment lien
on property in which the estate has an interest, or that is subject to setoff under section 553 of the
Bankruptcy Code, to the extent of the value of such creditor's interest in the estate's interest in
such property, or to the extent of the amount such subject to setoff, as the case may be.
a. Treatment
The Secured Judgment Claim of AEL Financial, LLC shall be allowed as a secured
claim in the amount of ZERO DOLLARS ($0.00) and an allowed unsecured claim in
the amount of THIRTY ONE THOUSAND EIGHT HUNDRED FIFTY FIVE and
79/100 DOLLARS ($31,855.79). On the Effective Date, the claim of AEL Financial,
LLC shall receive a pro rata distribution along with the Class 4 Allowed Unsecured
Claims.
b. Funding

Debtors shall pay the Allowed Class 3 Claim pro rata with other Allowed Unsecured
Claims from proceeds received from the collection of accounts receivable.

c. Impairment & Voting

Class 3 is impaired. Acceptance of this Plan from holders of Class 3 Claims will be
solicited

Class 4: Allowed General Unsecured Claims
This Class shall consist of the following Allowed General Unsecured Claims.

a. Treatment
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Each holder of an Allowed Class 4 Claim shall receive a Pro Rata share of the proceeds
available from the collection of the Debtor’s accounts receivable, if any.

b. No Interest

Allowed Class 4 Claims shall not include (i) any interest from and after the Petition
Date; (ii) attorney's fees; and/or (ii) any penalty on such Claim.

c. Funding

Debtors shall pay the Allowed Class 4 Claims with funds available from the
collection of accounts receivable, if any.

Debtors will accumulate the accounts receivable though May 31, 2017 and make a
onetime pro rata distribution to Class 4 holders of allowed claims.

d. Impairment & Voting

Class 4 is impaired. Acceptance of this Plan from holders of Class 4 Claims will be
solicited.

VI. IMPLEMENTATION OF THE DEBTORS PLAN OF LIQUIDATION
6.01 Summary of the Implementation of the Plan

From and after the Effective Date, Debtors’ bankruptcy estate shall continue in existence
solely for the purposes consistent with the terms of this Plan, which include (1) effectuating the
Wind Down, (2) liquidating the Assets, (3) enforcing and prosecuting Claims, interests, rights
and privileges of the Liquidating Debtor and the Estate, (4) resolving Disputed Claims, (5)
administering this Plan and taking such actions as are necessary to effectuate this Plan, and (6)
filing appropriate tax returns.

Kevin Kliefoth shall continue as an employee of the bankruptcy estate for a period of 120
days following the effective date of this Plan in order to effectuate the liquidation and Wind
Down of the Estate. Kevin Kliefoth’s compensation shall be paid out of amounts collected from
accounts receivable. Kevin Kliefoth shall also maintain those books, records and bank accounts
necessary to effectuate the liquidation and Wind Down of the Estate. Debtors shall continue to
perform statutory duties of the Debtors and those conferred by and contemplated under this Plan
until this Case is closed.

As set forth in the Disclosure Statement, the funds necessary to make payments under the
Plan will be made available from Cash available on the Effective Date and the proceeds from
collection of the accounts receivable owed to Walltech and Office Outlet.

The Plan contemplates (1) full payment of all Allowed Administrative Claims, in Cash,
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on the Effective Date, or as otherwise agreed; (2) full payment of all Allowed Priority Claims of
Governmental Entities, in Cash, on the Effective Date, or as otherwise agreed, together with
interest at the rate required by Bankruptcy Code section 511, or if applicable the rate authorized
by Texas Tax Code § 33.01. A payment to the Internal Revenue Service of $575,000.00 on the
Effective Date, or as otherwise agreed. (3) A pro rata distribution of the accounts receivable
collected through May 31, 2017 to the allowed general unsecured creditors.

In accordance with section 1123 (b)(3) of the Bankruptcy Code and under this Plan,
Debtors will be vested with the right to object to proofs of Claim. Debtors shall have the right
and power to object to proofs of Claim or Claims including those deemed allowed under the
Bankruptcy Code. THE RIGHT TO OBJECT TO ANY CREDITOR'S CLAIM IS
RESERVED IN FAVOR OF THE DEBTOR REGARDLESS OF WHETHER THE
CREDITOR HAS VOTED IN FAVOR OF OR AGAINST THE PLAN OF
REORGANIZATION. Except as released, settled and/or compromised herein, Debtors will be
vested with the right to prosecute, compromise or otherwise resolve the Avoidance Actions.

Continuing Investigation: The Debtors' schedules of assets and liabilities identify
Creditors whose Claims are Disputed. The investigation of potential objections to Claims or
other Causes of Action has not been completed. THE PLAN DOES NOT AND IS NOT
INTENDED TO RELEASE ANY SUCH RIGHTS OF ACTION, OR ANY OBJECTIONS
TO PROOFS OF CLAIM. ALL SUCH RIGHTS AND RIGHTS OF ACTION ARE
SPECIFICALLY RESERVED IN FAVOR OF THE DEBTOR.

Debtors shall continue to file post confirmation reports and pay US Trustee Quarterly
Fees until such time Debtors file their Application for Final Decree Closing the Case and the
court approves their application.

The Debtors believe the Liquidation Plan is in the best interests of their estates and all
creditors and that this Plan should be approved because the Debtors have cooperated in the
liquidation of assets that inure to the benefit of the United States Treasury — Department of the
internal Revenue Service, the unsecured creditors receive a distribution greater than they would
have received in a chapter 7 bankruptcy and the Debtors receive a discharge of tax obligations
that would not be discharged in a chapter 7 bankruptcy.

6.02 The Debtors’ Obligations Under the Plan

The Reorganized Debtors shall continue to perform the statutory duties of the Debtors, as
applicable, and those conferred by and contemplated under the Plan until this Bankruptcy Case is
closed. The Reorganized Debtor shall take such action as necessary to satisfy the terms and
requirements of the Plan. Professional fees and expenses incurred following the Effective Date
will be paid directly by the Reorganized Debtors without the necessity of Bankruptcy Court
approval.
6.03 Revesting of Property

As of the Effective Date, except as otherwise provided in the Plan, the Property of the
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Estate of the Debtors shall revest in the Reorganized Debtors. Subject to the terms and conditions
of the Plan, the Reorganized Debtors may use, acquire, and disburse Property without
supervision by the Court and free of any restrictions of the Bankruptcy Code or the Bankruptcy
Rules. As of the Effective Date all Property of the Reorganized Debtors shall be free and clear of
all Claims, Liens, encumbrances and other interests of Creditors, except as otherwise provided in
the Plan.

6.04 Plan Administrator

Kevin Kliefoth is appointed as Plan Administrator under this Plan. As of the Effective
Date, the Plan Administrator shall be responsible for implementing the liquidation and Wind
Down contemplated by this Plan, including monetizing or abandoning any Assets, pursuing,
settling or abandoning all Remaining Causes of Action, resolving all Claims and distributing
Cash pursuant to this Plan. All Assets of the Estate not Distributed to the Holders of Claims on
the Effective Date shall be managed and Distributed by the Plan Administrator pursuant to the
terms of this Plan, and shall be held in the name of Debtor free and clear of all Liens, Claims,
charges or other encumbrances against the Debtor, except for rights to such Distributions
provided to Holders of Allowed Claims as provided herein.

a. Actions Against the Plan Administrator

The Confirmation Order shall state that, without permission of the Bankruptcy Court, no
judicial, administrative, arbitral or other action or proceeding shall be commenced against the
Plan Administrator in its official capacity, with respect to its status, duties, powers, acts or
omissions as Plan Administrator in any forum other than the Bankruptcy Court.

b. Term and Compensation of the Plan Administrator

In his capacity as Plan Administrator, Kevin Kliefoth shall continue as an employee of
the bankruptcy estate according to the same terms and conditions of his current compensation
schedule for a period of 120 days following the effective date of this Plan in order to effectuate
the liquidation and Wind Down of the Estate. Kevin Kliefoth’s compensation shall be paid out of
amounts collected from accounts receivable. Kevin Kliefoth shall also maintain those books,
records and bank accounts necessary to effectuate the liquidation and Wind Down of the Estate.
Debtors shall continue to perform statutory duties of the Debtors and those conferred by and
contemplated under this Plan until this Case is closed.

c. Powers of the Plan Administrator

1. The Plan Administrator shall be a fiduciary and shall have all powers, authority and
responsibilities specified in this Plan and the Plan Administrator Agreement. In
particular, the Plan Administrator’s rights, duties and powers shall include the following:
(1 The Plan Administrator shall succeed to all such powers as would have been

applicable to any of the Debtor’s officers or managers with like effect as if
authorized, exercised and taken by unanimous action of such officers or
managers.
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(i) The Plan Administrator shall be authorized to take all steps necessary to
effectuate the Wind Down and to take such other actions as the Plan
Administrator determines are in the best interests of the Holders of Claims.

(iii) The Plan Administrator, in his reasonable business judgment, in an
expeditious and orderly manner, and only to the extent necessary, shall cause
Liquidating Debtor to liquidate, and convert all of the Assets to Cash and
make all Distributions in accordance with this Plan. The liquidation of the
Assets may be accomplished either through the sale of the Assets (in whole or
in combination), including the sale of Remaining Causes of Action, or through
prosecution or settlement of any Remaining Causes of Action, or otherwise.

2. The Plan Administrator shall be expressly authorized to do the following:

Q) institute, prosecute, collect, compromise and settle any Remaining Causes of
Actions in accordance herewith and without further approval or application to
the Bankruptcy Court, except as otherwise provided herein, including,
prosecuting and/or settling the Remaining Causes of Action pending in any
court of appropriate jurisdiction;

(i) participate as a party or otherwise in any administrative, arbitrative or other
non-judicial proceeding and litigate or settle such Remaining Causes of
Action on behalf of the Liquidating Debtor or the Estate, or to pursue such
Remaining Causes of Actions to settlement or judgment;

(iii) to the extent necessary, open and maintain bank accounts in the name of the
Debtor, draw checks and drafts thereon by the sole signature of the Plan
Administrator and terminate such accounts as the Plan Administrator deems
appropriate;

(iv) cause Debtor to make Distributions and take other actions consistent with this
Plan and the implementation hereof, including the establishment,
reevaluation, adjustment and maintenance of appropriate reserves in
accordance with this Plan;

(V) cause Debtor to collect and liquidate all Assets pursuant to this Plan and to
administer the Wind Down and closing of this Chapter 11 Case;

(vi) cause Debtor to file, prosecute or object to any Claims (Disputed or
otherwise), and compromise or settle any Claims prior to or after objection,
without supervision or approval of the Bankruptcy Court, free of any
restrictions of the Bankruptcy Code, the Bankruptcy Rules, and the U.S.
Trustee guidelines and requirements, other than those restrictions expressly
imposed by this Plan, or to seek Bankruptcy Court approval for any Claims
settlements made after objection;
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(vii) cause Debtor to retain or engage professionals, employees and consultants,
and to pay the from the Administrative Fund the reasonable fees and charges
incurred by the Plan Administrator and Liquidating Debtor’s professionals,
employees and consultants that relate to the implementation of this Plan,
without application to the Bankruptcy Court;

(viii) cause Debtor to seek a determination from the Bankruptcy Court of tax
liability under section 505 of the Bankruptcy Code and to pay from the
Administrative Fund taxes, if any, related to the Debtor and for all returns
filed for or on behalf of Debtor for all taxable periods through the closing of
this Chapter 11 Case;

(ix) cause Debtor to invest Cash or moneys received by Debtor or otherwise held
by Debtor in accordance with this Plan (which shall be in compliance with
section 345 of the Bankruptcy Code);

(x) execute any documents or pleadings and take any other actions related to, or
in connection with, the liquidation of the Assets and the exercise of the Plan
Administrator’s powers granted herein, including the exercise of Debtor’s
rights to conduct discovery and oral examination of any party under
Bankruptcy Rule 2004;

(xi) enter into any agreement or execute any document required by or consistent
with this Plan, and perform all of the obligations thereunder;

(xii) cause Debtor to abandon in any commercially reasonable manner any Assets
that the Plan Administrator determines are of no benefit to Debtor;

(xiin) cause Debtor to preserve Debtor’s documents, as necessary, to pursue
Remaining Causes of Action and conduct the Wind Down, and to abandon or
destroy documents upon the Plan Administrator’s determination that the
documents are no longer necessary or beneficial to Debtor;

(xiv) cause Debtor to purchase and maintain all insurance policies and pay from the
Administrative Fund all insurance premiums and costs that the Plan
Administrator deems necessary or advisable;

(xv) administer payouts from the Professional Fee Claim escrow upon Bankruptcy
Court approval of Professional Fee Claims; and

(xvi) take all other actions not inconsistent with the provisions of this Plan, which
the Plan Administrator deems reasonably necessary or desirable with respect
to administering this Plan.

d. Removal of Plan Administrator
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Any party in interest may move the Bankruptcy Court for the removal of the Plan
Administrator for cause upon providing notice to Debtor’s counsel; provided, however, that if
Debtor or any other party in interest shall object to such removal within 21 days of such notice,
such removal shall not be effective until approved by the Bankruptcy Court. No successor Plan
Administrator hereunder shall in any event have any liability or responsibility for the acts or
omissions of any of his, her or its predecessors. Every successor Plan Administrator appointed
pursuant hereto shall execute, acknowledge and deliver to the Bankruptcy Court an instrument in
writing accepting such appointment. Thereupon, such successor Plan Administrator, without any
further action required, shall become fully vested with all of the rights, powers, duties and
obligations of his, her or its predecessor. Notwithstanding any other provision in this Plan, upon
the removal of a Plan Administrator, a Plan Administrator shall continue to serve in such
capacity until such time as (a) a successor Plan Administrator is identified and accepts the
appointment, and (b) notice is provided to the Bankruptcy Court of such successor Plan
Administrator.

e. Retention of Professionals

1. As of and after the Effective Date, the Plan Administrator may cause Debtor to retain
professionals, including attorneys, accountants, investment or other financial advisors,
auditors, disbursing agents, professionals from the Plan Administrator’s own firm, if any,
and other agents on behalf of Debtor, as necessary or desirable to carry out the actions
necessary to effectuate the Wind Down and close this Chapter 11 Case. More
specifically, as of and after the Effective Date, the Plan Administrator may cause Debtor
to retain counsel in any matter related to the Estate, including counsel that has acted as
counsel for the Debtor or the Creditors’ Committee.

2. Following the Effective Date, the Plan Administrator may cause Debtor to pay from the
Administrative Fund, without application to the Bankruptcy Court or any other court of
competent jurisdiction, professionals retained by Debtor as of and after the Effective
Date.

6.05 Disbursing Agent
Distributions to Creditors provided for in this Plan will be made by Kevin Kliefoth.
6.06 Funding of Cash Payments
a. Sale of Homestead
May 26, 2016, Debtors negotiated a sale of their homestead 943 Vanguard Street
Lakeway, Texas 78734-5128 for $310,000.00. The net proceeds of the sale were $292,227.33
which is being held in the IOLTA account of Fred E Walker P.C. for distribution to Debtors’

creditors.

b. Debtor Estimates
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Debtors they will have approximately $770,000.00 on the effective date of the Plan to
distribute to their creditors. The source of these funds includes the sale of the homestead, cash
on hand and accounts receivable.

6.07 Retention of Causes of Action

In accordance with § 1123(b)(3) of the Bankruptcy Code and under the Plan, the
Reorganized Debtors will be vested with the right to object to proofs of Claim. The Reorganized
Debtors shall have the right and power to object to proofs of Claim or Claims including those
deemed allowed under §llli(a) of the Bankruptcy Code on any ground, including those set forth
in Chapter 5 of the Bankruptcy Code. THE RIGHT TO OBJECT TO ANY CREDITOR'S
CLAIM IS RESERVED IN FAVOR OF THE REORGANIZED DEBTOR REGARDLESS OF
WHETHER THE CREDITOR HAS VOTED IN FAVOR OF OR AGAINST THE PLAN.
Additionally, except as released, settled, or comprised herein, the Reorganized Debtors will be
vested with the right to prosecute, compromise, or otherwise resolve Avoidance Actions.

6.08 Continuing Investigation

The Debtors’ Schedules identify Creditors whose Claims are Disputed. The investigation
of potential objections to Claims or other Causes of Action has not been completed. THE PLAN
DOES NOT AND IS NOT INTENDED TO RELEASE ANY SUCH RIGHTS OF ACTION, OR
ANY OBJECTIONS TO PROOFS OF CLAIM. ALL SUCH RIGHTS AND RIGHTS OF
ACTION ARE SPECIFICALLY RESERVED IN FAVOR OF THE REORGANIZED
DEBTORS.

6.09 Claims Objections

Except as otherwise provided in this Plan in connection with Administrative Claims and
Claims of Professionals, objections to Claims must be filed with the Court and served in
accordance with the Bankruptcy Rules by the later of (i) ninety (90) days following the
Confirmation Date or (ii) thirty (30) days following the date such proof of Claim was timely
filed; otherwise, such Claims shall be deemed Allowed in accordance with section 502 of the
Bankruptcy Code, unless an extension of such time period is sought by the Liquidating Debtor.

Responses to Objections: Prior to the expiration of twenty-one (21) days from receipt of
an objection, the claimant whose Claim has been objected to must file with the Court and serve
upon the objecting party a response to such Claim objection. Failure to file such a response
within the twenty-one (21) day time period shall cause the Court to enter a default judgment
against the non-responding claimant and thereby grant the relief requested in the claim objection.

6.10 Settlement of Disputed Claims
The Debtors will have the power and authority to settle and compromise a disputed claim

with court approval and compliance with Rule 9019 of the Federal Rules of Bankruptcy
Procedure
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6.11 Contingent Claims

Until a Contingent Claim becomes an Allowed Claim or is Disallowed, the Claim will be
treated as a Disputed Claim for all purposes under the Plan. The holder of a Contingent Claim
will be entitled to a distribution under the Plan only when the Contingent Claim becomes an
Allowed Claim. Any Contingent Claim for reimbursement or contribution held by a Person that
may be liable with the Debtors on a claim of a Creditor is Disallowed as of the Effective Date if:
(@) that Creditor's Claim is Disallowed; (b) the Claim for reimbursement or contribution is
contingent as of the Effective Date; or (c) that Person asserts a right of subrogation to the rights
of the Creditor under8 509 of the Bankruptcy Code.

6.12 Record Date

Record Date: The record date for purposes of this Plan will be May 31, 2017 (the
"Record Date"). At the close of business on the Record Date, there shall be no further changes in
the record holders of Claims. Debtor shall have no obligation to recognize any transfer of any
such Claims occurring after the Record Date and shall be entitled instead to recognize and deal
for all purposes hereunder with only those record holders stated on the transfer ledgers as of the
close of business on the Record Date.

6.13  Delivery of Distributions and Undeliverable Distributions

Distributions to holders of Allowed Claims shall be made at the address of each such
holder as set forth on the schedules filed by the Debtors with the Court unless superseded by the
address as set forth on the proofs of Claim filed by such holders or other writing notifying the
Debtors of a change of address. If any holder's Distribution is returned as undeliverable, unless
otherwise provided by applicable law or local rule, no further Distributions to such holder shall
be made unless and until the Plan Administrator is notified of such holder's then current address,
at which time all missed Distributions shall be made to such holder, without interest. Unless
otherwise provided by applicable law or the Bankruptcy Rules, all claims for undeliverable
Distributions shall be made within sixty (60) days after the date such undeliverable Distribution
was initially made. After such date (as applicable), all unclaimed property shall be remitted to
the Debtor; the holder of any such Claim shall not be entitled to any other or further Distribution
under this Plan on account of such Claim and such Claim shall be deemed disallowed for
purposes of any such Distribution.

6.14 Time Bar to Cash Payments

All uncashed Distributions shall be handled in accordance with this Article, unless
provided otherwise by applicable law. Checks issued by the Debtors in respect of any Allowed
Claim shall be null and void if not negotiated within ninety (90) days after the date of issuance
thereof. The holder of the Allowed Claim to whom such check originally was issued shall make
a request for re-issuance of any check to the Plan Administrator. Any claim in respect of such a
voided check shall be made on or before thirty (30) days after the expiration of the ninety (90)
day period following the date of issuance of such check; provided however checks issued for the
final Distribution that become null and void in accordance with the provisions contained herein
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shall not be re-issued and the holders of such Claims shall waive any right to the re-issuance of
such checks. After such date, all funds held on account of such voided check shall be remitted to
the Debtor; the holder of any such Claim shall not be entitled to any other or further Distribution
under this Plan on account of such Claim and such Claim shall be deemed disallowed for
purposes of any such Distribution.

If the Effective Date or any other date on which a transaction may occur under this Plan
shall occur on a day that is not a Business Day, the transactions contemplated by this Plan to
occur on such day shall instead occur on the next succeeding Business Day.

6.15 Additional Charges

Except as may be expressly provided in the Plan or allowed by the Bankruptcy Court, no
interest, penalty, attorney's fee or late charge shall be allowed or paid with respect to any Claim.

6.16 Treatment of Executory Contracts and Unexpired Leases

a. Assumption or Rejection of Executory Contracts and Unexpired Leases

The contracts and leases listed on Exhibit A (the "Assumed Agreements™) shall be
assumed on the Effective Date and shall vest in the Debtor. Entry of the Confirmation Order
shall constitute approval of such assumptions pursuant to Section 365(a) of the Bankruptcy Code
and a finding by the Court that each such assumption is in the best interests of the Debtors, their
Estates, and all parties in interest in this Case. In addition, the Confirmation Order shall
constitute a finding of fact and conclusion of law that (i) each Assumed Agreement is an
executory contract or lease which may be assumed by the Debtors, (ii) there are no defaults of
the Debtors, no cure payments owing, no compensation due for any actual pecuniary loss and
there is adequate assurance of future performance with respect to of each Assumed Agreement,
(iii) upon the Effective Date, each Assumed Agreement constitutes legal, valid, binding and
enforceable contracts in accordance with the terms thereof, and (iv) the counter party to each
Assumed Agreement is required to and ordered to perform under and honor the terms of such
Assumed Agreement.

b. Objections to Assumption and Assignments of Executory Contracts and
Unexpired Leases

With respect to an Assumed Agreement to which a timely objection to assumption on the

terms and with the findings and conclusions of law specified above has been filed (each a
"Contested Assumed Agreement"), the Debtors shall have five (5) business days after the date of
entry of an order by the Court with respect to any such timely objection regarding (i) the nature,
extent and amount of any default, if any, by the Debtors, (ii) the method of cure thereof, (iii) the
method of providing compensation for any actual pecuniary damage as a result of any default, if
any, and the method of providing adequate assurance of future performance, and (iv) all other
matters pertaining to assumption of such Assumed Agreement, to assume any such Contested
Assumed Agreement on the terms and conditions so specified in the order of the Court (or on
such other terms and conditions as may be agreed to by the counter party to the Contested
Assumed Agreement and the Debtor) by filing a written notice of assumption of such Contested
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Assumed Agreement (the "Notice of Assumption”) in the record of this Case. Any Contested
Assumed Agreement which the Debtors elect to assume on the conditions agreed upon by the
parties or specified in the order of the Court shall be assumed by filing a Notice of Assumption
by the Debtors as of the Effective Date, and the Liquidating Debtor shall satisfy the conditions
specified in the order of the Court (or such other terms and conditions as may be agreed to by the
counter party to the Contested Assumed Agreement and the Liquidating Debtor), in connection
with said Contested Assumed Agreement.

To the Debtors' knowledge, none of the Assumed Agreements have any cure amount due
and owing. Therefore, this Plan and its Disclosure Statement shall serve as notice to any
counterparty to the Assumed Agreements that no cure amount is due and owing. Failure by such
counterparty to object to the assumption and allocation of such Assumed Agreement shall be
deemed to waive any claim arising under such agreement prior to the Effective Date.

As of the Effective Date, except for the Assumed Agreements, the Debtors shall be
deemed to have rejected any and all unexpired leases and executory contracts to which it is a
party and that the Debtors have not previously rejected or assumed pursuant to Section 365 of the
Bankruptcy Code. The Confirmation Order shall constitute approval of rejection of such
contracts and leases. Such contracts shall be deemed rejected as of the day before the Petition
Date.

Any Claim arising from a rejected executory contract or unexpired lease shall be a
Rejection Claim. A Rejection Claim shall be treated as a General Unsecured Claim under this
Plan if, but only if, a proof of Claim is filed within thirty (30) days after entry of the
Confirmation Order.

c. Payments Related to Assumption of Executory Contracts and Unexpired
L eases

Any monetary defaults, including claims for actual pecuniary loss, under each Executory
Contract and unexpired lease to be assumed under the Plan shall be satisfied, pursuant to § 3
65(b )( 1) of the Bankruptcy Code, by payment of the cure amount, if any, or as otherwise agreed
by the parties, or as ordered by the Bankruptcy Court in cash within ninety (90) days following
the Effective Date, or on such other terms as may be agreed to by the parties to such Executory
Contract or unexpired lease. In the event of a dispute regarding: (i) the amount of any cure or
pecuniary loss payment; (ii) the ability of Reorganized Debtors to provide adequate assurance of
future performance under the contract or lease to be assumed, if required; (iii) any other matter
pertaining to assumption, the cure, or pecuniary loss payments required by 8 365(b)(1) of the
Bankruptcy Code shall be made within a reasonable time following entry of a Final Order
resolving the dispute and approving assumption.

6.17 Bar Date for Rejection Damages

If the rejection of an Executory Contract or unexpired lease pursuant to Article 11 of the
Plan gives rise to a Rejection Claim by the other party or parties to such contract or lease, such
Rejection Claim, to the extent that it is timely Filed and is an Allowed Claim, shall be classified
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in Class 4; provided, however, that the Unsecured Claim arising from rejection shall be forever
barred and shall not be enforceable against the Debtors, the Reorganized Debtors, their
successors or properties, unless a proof of Claim is Filed and served on the Reorganized Debtors
within thirty (30) days after the Bankruptcy Court's entry of the Confirmation Order.

6.18 Pending Claims and Retention of Causes of Action

THE PLAN DOES NOT AND IS NOT INTENDED TO RELEASE CAUSES OF ACTION,
INCLUDING AVOIDANCE ACTIONS, AND ALL SUCH RIGHTS OF CAUSES OF
ACTION, INCLUDING AVOIDANCE ACTIONS, ARE SPECIFICALLY RESERVED IN
FAVOR OF THE REORGANIZED DEBTOR ON BEHALF OF THE HOLDERS OF
ALLOWED GENERAL UNSECURED CLAIMS.

Any and all Causes of Action which the Debtors may have, including, but not limited to
Avoidance Actions, which may be enforceable under any statute, shall be preserved and shall
constitute Property of the Estate to be conveyed to Reorganized Debtors in accordance with the
Plan. After the Effective Date, the Reorganized Debtors, in their sole discretion, shall evaluate
the potential Causes of Action, including Avoidance Actions, and determine whether to pursue
any such Causes of Action, including Avoidance Actions. The Debtors’ Statement of Financial
Affairs identifies the parties who received payments and transfers from the Debtors, which
payments and transfers may be avoidable under the Bankruptcy Code. In particular, Section 6 of
the Debtors’ Statement of Financial Affairs identifies those parties that received transfers from
the Debtors during the ninety (90) days preceding the Filing Date, which transfers may be
avoidable under Chapter 5 of the Bankruptcy Code.

Debtors did not make any payments to creditors 90 days prior to filing subject to
Avoidance Actions.

ADDITIONALLY, YOU MAY BE SUED IF:

You breached a duty of care to the Debtors

You committed an actionable tort or offense against the Debtors.

You breached a contract with the Debtors.

You are an insurer and you issued a policy that covers any claim reserved and/or

preserved herein.

5. You were or are a creditor and you received a payment on a prior debt within
ninety (90) days before the Petition Date;

6. You were or are an insider of the Debtors and you received a Transfer in
connection with a prior debt within one (1) year before the Petition Date;

7. You received any payments or property from the Debtors for goods or services
you did not deliver or provide before the Petition Date;

8. You received any payments of property from the Debtors without providing
reasonably equivalent value;

9. You received pre-payments, advances, or deposits from the Debtors which you
did not earn;

10. You were involved in pending litigation with the Debtors at the time of the

el el
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Petition Date or have been sued thereafter;

11.  You owe to the Debtors any money under a contract or as a result of your breach
of contract with the Debtors;

12.  Potential claims against you or any of your affiliates are described or referred to
in this Disclosure Statement; or

13.  The Debtors have any Claim against you under state or federal law, whether in
contract or in tort, whether known or unknown.

The Reorganized Debtors will continue to litigate compromise or otherwise resolve any
Avoidance Actions to other Causes of Action commenced prior to the Effective Date by the
Debtor-in-Possession.

After the Effective Date, the Reorganized Debtors shall prosecute, compromise or
otherwise resolve any and all Causes of Action, including Avoidance Actions that the
Reorganized Debtors determine should be pursued. The Reorganized Debtors shall retain counsel
on an appropriate basis to prosecute any Causes of Action including the A voidance Actions. The
Bankruptcy Court shall retain jurisdiction to adjudicate any and all Causes of Action including
Avoidance Actions and approve any settlement thereof. The net proceeds of the Causes of
Action, including Avoidance Actions, shall be distributed, first, in payment of the litigation fees
and expenses of the Reorganized Debtors, and second, for distribution pursuant to the
bankruptcy priority rules.

6.19 Exemption from Transfer Taxes

Pursuant to 8 1146( c) of the Bankruptcy Code, the assignment or surrender of any lease
or sublease, or the delivery of any deed or other instrument of transfer under, in furtherance of,
or in connection with the Plan, including any deeds, bills of sale or assignments executed in
connection with any disposition of assets contemplated by the Plan shall not be subject to any
stamp, real estate transfer, mortgage recording or other similar tax.

VIl. CONFIRMATION OF THE PLAN

7.01 Feasibility—not applicable

Section 1129(a)(Il) of the Bankruptcy Code requires that the Bankruptcy Court find that
confirmation of the Plan is not likely to be followed by the liquidation or the need for further
financial reorganization of the Debtors unless such liquidation is proposed in the Plan. The Plan
satisfies section 1129(a)(ll) of the Bankruptcy Code because the Debtors’ plan proposes
liquidation.

7.02 Best Interest Test
Even if the Plan is accepted by each class of holders of Claims and Interests, the
Bankruptcy Code requires that the Bankruptcy Court find that the Plan is in the "best interests"

of all holders of Claims or Interests that are impaired by the Plan and that have not accepted the
Plan. The "best interests" test, as set forth in section 1129(a)(7) of the Bankruptcy Code, requires
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a Bankruptcy Court to find either that (i) all members of an impaired class of claims or interests
have accepted the plan or (ii) the plan will provide a member who has not accepted the plan with
property of a value, as of the Effective Date of the plan, that is not less than the amount that such
holder would receive or retain if the debtor were liquidated under chapter 7 of the Bankruptcy
Code on such date.

To calculate the probable distribution to members of each impaired class of holders of
claims or interests if a debtor were liquidated under chapter 7, a Bankruptcy Court must
determine the aggregate dollar amount that would be generated from the Debtors' assets if its
chapter 11 case were converted to a case under chapter 7 of the Bankruptcy Code. This
"liquidation value" would consist, in the present case, of a distribution of Debtors' assets by a
chapter 7 trustee under Chapter 7 of the Bankruptcy Code.

The amount available to pay unsecured creditors would be reduced by the claims of
secured creditors to the extent of the value of their collateral and by the costs and expenses of
liquidation, as well as by other administrative expenses and costs of both the chapter 7 case and
the chapter 11 case. Costs of a liquidation under chapter 7 of the Bankruptcy Code would include
the compensation of a chapter 7 trustee, as well as of counsel and other professionals retained by
the chapter 7 trustee, asset disposition expenses, all unpaid expenses incurred by the debtor in the
chapter 11 case (such as compensation of attorneys, financial advisors, and accountants) that are
allowed in the chapter 7 case, litigation costs, and claims arising from the operations of the
debtors during the pendency of the bankruptcy case.

Once the Bankruptcy Court ascertains the recoveries in liquidation of holders of secured
and priority claims, it must then determine the probable distribution to general unsecured
creditors and equity security holders from the remaining available proceeds in liquidation. If
such distribution has a value greater than the distributions to be received by creditors and equity
security holders under a Debtors' plan, then such plan is not in the best interests of creditors and
equity security holders.

The Plan is a liquidating plan, as permitted under the Bankruptcy Code and applicable
case law.

The Debtors believe that each member of each Class of Claims and Interests will receive
at least as much, if not more, under the Plan as they would receive if the Debtors were liquidated
in chapter 7 cases. More specifically, a liquidation of the Debtors would impair and delay
recoveries to all stakeholders and clearly is not in the best interests of estate constituencies.
Accordingly, it is clear that holders of Claims and Interests will fare much better under the Plan
than in a Chapter 7 liquidation.

VIIl. ALTERNATIVESTO THE PLAN

8.01 General

The Debtors believe that the Plan affords the holders of Claims the potential for the
greatest realization on the Debtors’ assets and, therefore, is in the best interests of such holders.

Page 29 of 37



15-11194-tmd Doc#116 Filed 10/31/16 Entered 10/31/16 18:27:40 Main Document Pg 30
of 124

If the Plan is not confirmed, however, the theoretical alternatives include: (a) an alternative plan
of reorganization; (b) liquidation of the Debtors under Chapter 7 of the Bankruptcy Code; or (c)
dismissal of the Chapter 11 Case

8.02 Alternative Plans

If the Plan is not confirmed, the Debtors or any other party in interest in the case could
attempt to formulate and propose a different plan. Other parties may propose alternative plans,
but the Debtors do not believe that any other plan will provide a greater recovery for the
Creditors than proposed by Debtors’ Plan, or that any such plans will be feasible.

8.03 Liquidation Under Chapter 7 or Dismissal

If the Plan is not confirmed, the case could be dismissed or converted to a chapter 7. If
the case were converted to a proceeding under chapter 7, the Debtors believe that holders of
Allowed Claims would receive a distribution under the Plan greater than, what they would
receive in a chapter 7 liquidation. See section 7.02 herein above for a detailed analysis. If the
case were dismissed, creditors would be free to assert their rights unhampered by the Bankruptcy
Code. Under current conditions, the Debtors believe the Plan provides a greater opportunity for
recovery by holders of Allowed Claims than does a dismissal.

A chapter 7 trustee would not likely be familiar with the intricacies of Debtors' assets,
liability, and corporate structure. Thus, an additional layer of advisors and experts would need to
be retained by the chapter 7 trustee, giving rise to additional administrative expenses that would
be entitled to priority. Finally, the Debtors assert that expenses associated with the Plan will be
less than those associated with the administrative priority fees of a chapter 7 liquidation.

The Plan is a liquidating plan, as permitted under the Bankruptcy Code and applicable
case law.

The Debtors believe that each member of each Class of Claims and Interests will receive
at least as much, if not more, under the Plan as they would receive if the Debtors were liquidated
in chapter 7 cases. More specifically, a liquidation of the Debtors would impair and delay
recoveries to all stakeholders and clearly is not in the best interests of estate constituencies.
Accordingly, it is clear that holders of Claims and Interests will fare much better under the Plan
than in Chapter 7 liquidation.

IX. RISKFACTORS

The Projections p