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ARTICLE I:INTRODUCTION 

 
 

Summary of Plan 
 

Gurkarn Diamond Hotel Corporation proposes to repay creditors as the result of a 
reorganized and streamlined business model.  Priority claims and unsecured claims will be paid in 
full under the Plan.  An equity auction will be conducted to ensure the Plan does not violate the 
absolute priority rule. 

Identity of the Debtor 
 

1.01 Gurkarn Diamond Hotel Corporation (“Debtor”) filed a voluntary petition for 
reorganization under Chapter 11 of the United States Bankruptcy Code, 11 U.S.C. Section 101, et 
seq. ("Code") on November 14, 2016 in the United States Bankruptcy Court for the Western District 
of Texas, Midland Division ("Court") [Docket No. 1], initiating the above-styled and referenced 
bankruptcy proceedings. The Debtor is operating its business as Debtor-in-Possession pursuant to 
Sections 1107 and 1108 of the Code.   

 
Purpose of This Disclosure; Sources of Information 

 
1.02. Debtor submits this Disclosure pursuant to Section 1125 of the Code to all known 

Claimants of Debtor for the purpose of disclosing that information which the Court has 
determined is material, important, and necessary for Creditors of, and the Members of, Debtor in 
order to arrive at an intelligent, reasonably informed decision in exercising the right to vote for 
acceptance or rejection of the Debtor’s Plan.  A copy of the Plan is attached hereto as Exhibit “A" 
and incorporated herein by this reference. The Plan sets forth in detail the repayment arrangement 
between the Debtor and its creditors. This Disclosure describes the operations of the Debtor 
contemplated under the Plan. Any accounting information contained in the case has been done on 
a cash basis and herein has been provided by the Debtor.  

 
Explanation of Chapter 11 

 
1.03 Chapter 11 is the principal reorganization chapter of the Code.  Pursuant to Chapter 

11, a debtor is authorized to reorganize its business for its own benefit and that of its creditors and 
equity interest holders.  Formulation of a plan of reorganization is the principal purpose of a Chapter 
11 reorganization case.  A plan of reorganization sets forth the means for satisfying claims against 
and interests in the debtor.  After a plan of reorganization has been filed, it must be accepted by 
holders of claims against, or interests in, the debtor.  Section 1125 of the Code requires full 
disclosure before solicitation of acceptances of a plan of reorganization.  This Disclosure is 
presented to Claimants to satisfy the requirements of Section 1125 of the Code.  

 
Explanation of the Process of Confirmation 

 
1.04 Even if all Classes of Claims accept the plan, its confirmation may be refused by 

the Court.  Section 1129 of the Code sets forth the requirements for confirmation and, among other 
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things, requires that a plan of reorganization be in the best interests of Claimants.  It generally 
requires that the value to be distributed to Claimants and Equity Interest Holders may not be less 
than such parties would receive if the Debtor were liquidated under Chapter 7 of the Code.  

 
1.05 Acceptance of the plan by the Creditors and Equity Interest Holders is important.  

In order for the plan to be accepted by each class of claims, the creditors that hold at least two thirds 
(2/3) in amount and more than one-half (1/2) in number of the allowed claims actually voting on 
the plan in such class must vote for the plan and the equity interest holders that hold at least two-
thirds (2/3) in amount of the allowed interests actually voting on the plan in such class must vote 
for the plan.  Chapter 11 of the Code does not require that each holder of a claim against, or interest 
in, the debtor vote in favor of the plan in order for it to be confirmed by the Court.  The plan, 
however, must be accepted by:  (i) at least the holder of one (1) class of claims by a majority in 
number and two-thirds (2/3) in amount of those claims of such class actually voting; or (ii) at least 
the holders of one (1) class of allowed interests by two-thirds (2/3) in amount of the allowed 
interests of such class actually voting.  

 
1.06 The Court may confirm the plan even though less than all of the classes of claims 

and interests accept it.  The requirements for confirmation of a plan over the objection of one or 
more classes of claims or interests are set forth in Section 1129(b) of the Code.  

 
1.07 Confirmation of the plan discharges the debtor from all of its pre-confirmation 

debts and liabilities except as expressly provided for in the plan and Section 1141(d) of the Code.  
Confirmation makes the plan binding upon the debtor and all claimants, equity interest holders 
and other parties-in-interest, regardless of whether or not they have accepted the plan.  

 
Voting Procedures 

 
1.08 Unimpaired Class.  There are no unimpaired Classes under the Plan.   
 
1.09 Impaired Classes.  The Classes 3-7 Claimants are impaired as defined by Section 

1124 of the Code.  The Debtor are seeking the acceptance of the Plan by Claimants in Classes 3-
6.  Each holder of an Allowed Claim in Classes 3-6 may vote on the Plan by completing, dating 
and signing the ballot sent to each holder and filing the ballot as set forth below.  The Class 7 Equity 
Holders are also impaired but as insiders their votes do not count towards Confirmation. One ballot 
will be sent to each Claimant eligible to vote on the Plan.  For all Classes, the ballot must be 
returned to Debtor' attorney, Joyce W. Lindauer, Joyce W. Lindauer Attorney, PLLC, 12720 
Hillcrest, Suite 625, Dallas, TX  75230.  In order to be counted, ballots must be RECEIVED no 
later than at the time and on the date stated on the ballot.  

 
1.10 Acceptances.  Ballots that are signed and returned but fail to indicate either an 

acceptance or rejection will not be counted. 
 
Best Interests of Creditors Test 

 
1.11 Section 1129(a)(7) of the Code requires that each impaired class of claims or 

interests accept the Plan or receive or retain under the Plan on account of such claim or interest, 
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property of a value as of the Effective Date of the Plan, that is not less than the amount that such 
holder would so receive or retain if the Debtor were liquidated under Chapter 7 of the Bankruptcy 
Code.  If Section 1111(b)(2) of the Code applies to the claims of such class, each holder of a claim 
of such class will receive or retain under the Plan, on account of such claim, property of a value, 
as of the Effective Date of the Plan, that is not less than the value of such holder's interest in the 
estate's interest in the property that secures such claims.  In order for the Plan to be confirmed, the 
Court must determine that the Plan is in the best interest of the Debtor's creditors.  Accordingly, 
the proposed plan must provide the Debtor's creditors with more than they would receive in a 
Chapter 7 liquidation. Accordingly, since the Plan proposes to pay all priority creditors in full and 
the unsecured creditors a dividend, Debtor believe that the creditors are receiving more than they 
would receive in a Chapter 7 liquidation. Without the continued operation of the Debtor’ businesses 
there would be no funds to pay unsecured creditors. A liquidation analysis is provided in Section 
13. Accordingly, the Debtor contends that the Plan satisfies the requirements of Section 1129(a)(7). 

 
 
Definition of Impairment 
 
1.12 As set forth in section 1124 of the Bankruptcy Code, a class of claims or equity 

interests is impaired under a plan of reorganization unless, with respect to each claim or equity 
interest of such class, the plan: leaves unaltered the legal, equitable, and contractual rights of the 
holder of such claim or equity interest; or notwithstanding any contractual provision or applicable 
law that entitles the holder of a claim or equity interest to demand or receive accelerated payment 
of such claim or equity interest after the occurrence of a default: cures any such default that occurred 
before or after the commencement of the case under the Bankruptcy Code, other than a default of a 
kind specified in section 365(b)(2) of the Bankruptcy Code; reinstates the maturity of such claim 
or interest as it existed before such default; compensates the holder of such claim or interest for any 
damages incurred as a result of any reasonable reliance on such contractual provision or such 
applicable law; and does not otherwise alter the legal, equitable or contractual rights to which such 
claim or interest entitles the holder of such claim or interest. 

 
Classification and Treatment of Claims and Interests 

 
1.13 The Plan classifies Claims separately in accordance with the Bankruptcy Code and 

provides different treatment for different classes of Claims. 
 
1.14 Only holders of Allowed Claims are entitled to receive distributions under the Plan.  

Allowed Claims are Claims that are not in dispute, are not contingent, are liquidated in amount, and 
are not subject to objection or estimation.  Initial distributions or other transfers of Cash or other 
consideration specified in the Plan otherwise available to the holders of Allowed Claims  will be 
made on the Effective Date, or (b) the date on which such Claim becomes an Allowed Claim), as 
otherwise provided in the Plan, or as may be ordered by the Bankruptcy Court. 

 
1.15 In accordance with the Plan, unless otherwise provided in the Plan or the 

Confirmation Order, the treatment of any Claim under the Plan will be in full satisfaction, 
settlement, release, and discharge of and in exchange for each and every Claim. 
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Requirements for Confirmation of the Plan 
 
1.16 At the confirmation hearing, the Bankruptcy Court must determine whether the 

Bankruptcy Code’s requirements for confirmation of the Plan have been satisfied, in which event 
the Bankruptcy Court will enter an order confirming the Plan.   

 
Cramdown 

 
1.17 The bankruptcy court may confirm a plan of reorganization even though fewer than 

all the classes of impaired claims and interests accept it.  For a plan of reorganization to be 
confirmed despite its rejection by a class of impaired claims or interests, the proponents of the plan 
must show, among other things, that the plan does not “discriminate unfairly” and that the plan is 
“fair and equitable” with respect to each impaired class of claims or interests that has not accepted 
the plan.  

 
1.18 “Fair and equitable” has different meanings with respect to the treatment of secured 

and unsecured claims.  As set forth in section 1129(b)(2) of the Bankruptcy Code, those meanings 
are as follows: 

 
With respect to a class of secured claims, the plan provides: 

 
(a)(i)  that the holders of such claims retain the liens securing such claims, whether the 
property subject to such liens is retained by the Debtor or transferred to another entity, to 
the extent of the allowed amount of such claims; and 
(ii) that each holder of a claim of such class receive on account of such claim deferred 
cash payments totaling at least the allowed amount of such claim, of a value, as of the 
effective date of the plan, of at least the value of such holder’s interest in the estate’s interest 
in such property; 
(b) for the sale, subject to section 363(k) of the Bankruptcy Code, of any property that 
is subject to the liens securing such claims, free and clear of such liens, with such liens to 
attach to the proceeds of such sale, and the treatment of such liens on proceeds under clause 
(a) and (b) of this subparagraph; or 
(c) the realization by such holders of the “indubitable equivalent” of such claims. 

 
With respect to a class of unsecured claims, the plan provides: 

 
(a) that each holder of a claim of such class receive or retain on account of such claim 
property of a value, as of the effective date of the plan, equal to the allowed amount of such 
claim; or 
(b) the holder of any claim or interest that is junior to the claims of such class will not 
receive or retain under the plan on account of such junior claim or interest any property. 

 
With respect to a class of interests, the plan provides: 

 
(a) that each holder of an interest of such class receive or retain on account of such 
interest property of a value, as of the effective date of the plan, equal to the greatest of the 
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allowed amount of any fixed liquidation preference to which such holder is entitled, any 
fixed redemption price to which such holder is entitled or the value of such interest; or 
(b) that the holder of any interest that is junior to the interests of such class will not 
receive or retain under the plan on account of such junior interest any property. 

 
1.19 In the event that one or more classes of impaired Claims reject the Plan, the 

Bankruptcy Court will determine at the Confirmation Hearing whether the Plan is fair and equitable 
with respect to, and does not discriminate unfairly against, any rejecting impaired class of Claims.  
The absolute priority rule requires that prior to the Debtor retaining or receiving any property the 
senior classes of claims must be paid in full or vote to accept the Plan. The Debtor are making a 
contribution to avoid the effect of the absolute priority rule in this case. 

 
The Debtor believe the Plan does not discriminate unfairly against, and is fair and equitable 

with respect to, each impaired class of Claims. 
 

ARTICLE II: LIMITATIONS, QUALIFICATION AND DISCLAIMER 
 

2.01 This Disclosure is provided pursuant to Section 1125 of the Code to all of the 
Debtor's known Creditors and other parties in interest in connection with the solicitation of 
acceptance of its Plan of reorganization, as amended or modified.  The purpose of this Disclosure 
is to provide such information as will enable a hypothetical, reasonable investor, typical of the 
holders of Claims, to make an informed judgment in exercising its rights either to accept or reject 
the Plan.  

 
2.02 The information contained in this Disclosure has been derived from information 

submitted by the Debtor, unless specifically stated to be from other sources.  
 
2.03 No representations concerning the Debtor are authorized by the Debtor other than 

those set forth in this Disclosure.  The Debtor recommends that any representation or inducement 
made to secure your acceptance or rejection of the Plan which is not contained in this Disclosure 
should not be relied upon by you in reaching your decision on how to vote on the Plan.  Any 
representation or inducement made to you not contained herein should be reported to the attorneys 
for Debtor who shall deliver such information to the Court for such action as may be appropriate.  

 
2.04 THE INFORMATION CONTAINED HEREIN HAS NOT BEEN SUBJECT TO A 

CERTIFIED AUDIT.  FOR THE FOREGOING REASON, AS WELL AS BECAUSE OF THE 
IMPOSSIBILITY OF MAKING ASSUMPTIONS, ESTIMATES AND PROJECTIONS INTO 
THE FUTURE WITH ACCURACY, THE DEBTOR IS UNABLE TO WARRANT OR 
REPRESENT THAT THE INFORMATION CONTAINED HEREIN IS COMPLETELY 
ACCURATE, ALTHOUGH EVERY REASONABLE EFFORT HAS BEEN MADE TO ENSURE 
THAT SUCH INFORMATION IS ACCURATE.  THE APPROVAL BY THE COURT OF THIS 
DISCLOSURE DOES NOT CONSTITUTE AN ENDORSEMENT BY THE COURT OF THE 
PLAN OR GUARANTEE THE ACCURACY OR COMPLETENESS OF THE INFORMATION 
CONTAINED HEREIN.  

 
2.05 THE DEBTOR BELIEVES THAT THE PLAN WILL PROVIDE CLAIMANTS 
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WITH AN OPPORTUNITY ULTIMATELY TO RECEIVE MORE THAN THEY WOULD 
RECEIVE IN A LIQUIDATION OF THE DEBTOR'S ASSETS, AND SHOULD BE ACCEPTED.  
CONSEQUENTLY, THE DEBTOR URGES THAT CLAIMANTS VOTE FOR THE PLAN. 

 
2.06 DEBTOR DOES NOT WARRANT OR REPRESENT THAT THE 

INFORMATION CONTAINED HEREIN IS CORRECT, ALTHOUGH GREAT EFFORT HAS 
BEEN MADE TO BE ACCURATE.  THE STATEMENTS CONTAINED IN THIS 
DISCLOSURE ARE MADE AS OF THE DATE HEREOF UNLESS ANOTHER TIME IS 
SPECIFIED HEREIN.  

 
ARTICLE III: FINANCIAL PICTURE OF THE DEBTOR  
 
Financial History and Background of the Debtor 

 
3.01 History 

 
Events Leading to Filing of Bankruptcy 

 
1. Revenue: The motel was built and opened for business in the early 2000’s.  Debtor 

originally operated under the Comfort Suites flag.  Unfortunately the revenue has declined in recent 
years as the Permian Basin economy has lagged.  Debtor has been downgraded to a Quality Inn.  
The revenue is set forth as follows:  Gross income for the last three years has declined: for 2014 
$2,730,772.00, for 2015 $2,110,721.00 and for 2016 $1,210,846.00. 
 

2. Expenses: The Debtor’s expenses are well within the industry’s standards for a 
comparable property of its size and brand in Midland, Texas 
 

3. Reorganization Goals:  The key problems with the motel are all directly related to 
the drastic downturn in the economy and its downward effect on occupancy rates and pricing.  
Debtor has seen occupancy rates improve significantly while in Chapter 11, and expects those 
trends to continue.  
   
 Future Income and Expenses Under the Plan 
 

3.02. The Debtor's Cash Flow Budget setting forth projections of funds available to make 
its plan payments is set forth on Exhibit “B" attached hereto. The Debtor’s Claims Summary and 
Plan Payment Schedule is attached hereto as Exhibit “C”.  Dollars to fund the Plan will come from 
the continued operations of the Debtor's business and the equity interest holders’ contributions 
under the Plan. The Debtor has retained Larry Williams during the course of the bankruptcy, with 
consent of the secured lender, and has seen revenues increase while expenses have been controlled.  
The Debtor anticipates that revenues will continue to increase, as the local economy has improved, 
and will seek to upgrade its flag in the future. 

 
 3.03 Financials 

Currently the Debtor is under Chapter 11 bankruptcy reorganization and therefore an 
income report is filed monthly with the court.  Those are available online at www.txwb.uscourts.gov 
and at the Clerk’s Office for the United States Bankruptcy Court for the Western District of Texas, 
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Austin Division.  The Debtor has also filed budgets with the Court associated with the Debtor’s use 
of cash collateral in this case.  Both of these sources of financial information can provide creditors 
with some idea of what current actual operations of the business will look like.   

 
 3.04 Debtor intends to continue to retain Larry Williams after confirmation of a plan. 
 

3.05 The Debtor believe they have formulated a reasonable monthly payment plan to pay 
the maximum return to the creditors.  

 
ARTICLE IV: ANALYSIS AND VALUATION OF PROPERTY 

 
 Real Property 
 
 4.01. The Debtor owns the real property located at 4706 N. Garfield Street, Midland, 
Texas. The total value of such property is $4,750,230.00.  The basis for the Debtor’s opinion of value 
is the Midland County Appraisal District’s appraisal value of $4,750,230.00 of the land and 
improvements.  Debtor does not have a recent commercial appraisal of the property. 

 
Personal Property 

 
 4.01 Debtor own the personal property described as follows as of the Petition Date: 

 
 

Property Value 

Accounts Receivable $4,875.46 

Bank Accounts and Cash on Hand $61,837.14 

Hotel inventory and supplies $4,500.00 
Breakfast room and office furniture $4,900.00 
Office Equipment $9,000.00 
Hotel Appliances and Laundry 
Equipment $38,750.00 

Fitness room equipment $5,000.00 
Hotel room furnishings and fixtures $37,800.00 
TOTAL $166,662.60 

 
The Debtor has prepared this Analysis based on its opinion of the value of the assets and 

there is no current appraised value for the personal property. 
 

 Liquidation Analysis 
 

 Because the Debtor’s assets consist of both real and personal property that work together to 
create a hotel, normally the value of the personal property assets is absorbed into the value of the 
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real property and considered as one unit.  However, because real property and personal property 
liquidate at different prices, Debtor has broken these into separate line items for this liquidation 
analysis.  If forced to liquidate in a rapid fashion, the Debtor contends that only about 75% of the 
real property’s actual value would be realized, and hotel furnishings and equipment will likely 
receive only 10% of the value. 
 

Forced Liquidation of Real Property   
(75% of FMV – sale date 5/1/2017) 

$3,562,672.50 

6% real estate commission ($285,013.80) 
3% closing costs ($142,506.90) 
Gross Proceeds from Sale of Real Property $3,135,151.80 
Ad Valorem Property Taxes  $89,374.81 
Forced Liquidation of Furnishings, Equipment, Etc (10% of 
FMV – sale date 5/1/2017) 

$16,666.00 

Total Available for Secured Lienholder $3,062,442.99 
Secured Lien of US Bank ($4,710,179.86) 
Balance Available for Other Creditors ($1,647,736.87) 

 
In a liquidation scenario, unsecured creditors would receive nothing on what they are owed. 

 
ARTICLE V: SUMMARY OF PLAN 

 
Debtor designates the following Classes of Claims and Interests pursuant to Bankruptcy 

Code Section 1123. Debtor shall pay all fees assessed by the Office of the United States Trustee 
until these Cases are closed by the Court or Debtor are otherwise released from such obligations by 
the Court.  No liens are preserved in this Plan unless specifically preserved by express plan terms.  
All other liens are released as part of confirmation.  

Claims against Gurkarn Diamond Hotel Corporation 

Class 1: Allowed Ad Valorem Taxing Authority Claims 
Class 2: Allowed Priority Claim of the Internal Revenue Service 
Class 3: Allowed Priority Claim of the Texas Comptroller of Public Accounts 
Class 4: Allowed Priority Claim of City of Midland 
Class 5: Allowed Priority Unsecured Claims 
Class 6: Allowed Secured Claim of US Bank  
Class 7: Allowed General Unsecured Claims 
Class 8: Allowed Equity Interests 

 
 
Administrative Expenses and Priority Tax Claims of the kinds specified in §§ 507(a)(1), 

502(i) and 507(a)(8) of the Bankruptcy Code are excluded from the Debtor’ respective classes 
below in accordance with § 1123(a)(1) and are not separately classified.  Such expenses and claims 
shall be treated as specified in this Article. The estimate for attorney’s fees for Gurkarn Diamond 
Hotel Corporation is $20,000.00.  The attorney’s fees will be paid from the combined future 
operations but such payments will not disturb the fixed returns projected to creditors. 
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Treatment of Allowed Administrative Expenses 
 

Allowed Administrative Expenses will be paid in full once Allowed, on or before the 
Effective Date, or at a later date as set by the Court if the allowance process extends beyond the 
Effective Date.  Provided, however, that the holder of an Allowed Administrative Expense may 
agree to a different treatment. 

 
Treatment of Allowed Priority Claims 
 
Allowed Priority Claims will be paid by the Reorganized Debtor once Allowed over five 

(5) years with interest on such amounts at the rate of 12% per annum until paid in full.  The 
payments shall be made in equal monthly payments on the first day of the month following the 
Effective Date and shall continue on the first day of each month thereafter until paid in full. There 
are no priority claims. 
 

Title 28 U.S.C. Section 1930 Fees 
 
Debtor shall pay all fees assessed by the Office of the United States Trustee until this Case 

is closed by the Court or the Debtor are otherwise released from such obligations by the Court. 
 
 

ARTICLE VI:  
PROVISIONS FOR SATISFACTION OF CLAIMS AND INTERESTS 

Debtor designates the following Classes of Claims and Interests pursuant to Bankruptcy 
Code Section 1122, which shall be treated in the manner set forth in this Article. 

Attached as Exhibit “C” is a table summarizing the claimants in each Class. 

6.01. Class 1 / Ad Valorem Secured Tax Claims.  Class 1 shall consist of the Allowed 
Secured Claims of Ad Valorem Taxing Authorities on the Debtor’s real and personal property 
which accrued on or prior to January 1, 2018 (the “Class 1 Claims”) in the estimated amount of 
$89,374.81. 

a. Impairment and Voting.  Class 1 Claims are impaired by the Plan.  The holders of 
Class 1 Claims are entitled to vote to accept or reject the Plan. 

b. Treatment.  The holders of Class 1 Claims shall be paid in full over 60 months 
following the Confirmation Date. These creditors shall retain their liens to secure 
their claims until paid in full under this Plan.  The Class 1 Claims shall be paid 
interest from the Petition Date at the rate of 1% per month from the Petition Date 
through the Effective Date of the Plan and 12% per annum following the Effective 
Date until paid in full. In the event that the Debtor disputes such claim, the payments 
will be applied to the undisputed amount of the claim as ultimately allowed. While 
resolution of any such objection is pending, payments pursuant to the Plan shall be 
applied to the undisputed portion of the claim as ultimately allowed. Such default 
must be cured by the Debtor within 10 business days of the date of transmission of 
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such notice of default. In the event the default is not cured, the Class 1 Claimants 
shall be entitled to pursue all amounts owed pursuant to state law outside of the 
Bankruptcy Court.  The Class 1 Claimants shall provide a notice of default to 
Debtor’s counsel by facsimile or email.  The Class 1 Claimants shall only be 
required to provide two notices of default. Upon a third event of default, (i) the Class 
1 Claimants shall be entitled to collect all amounts owed pursuant to state law 
outside of the Bankruptcy Court without further notice. Failure to pay post-petition 
taxes prior to delinquency shall constitute an event of default.  All liens shall be 
retained to secure the taxes owed for years prior to 2017.     
 

6.02. Class 2 / Allowed Priority Unsecured Claim of IRS/ Allowed Priority Claim of 
the IRS.   Class 2 shall consist of the Allowed Priority Unsecured Claim of the IRS (the “Class 2 
Claim”) in the estimated amount of $27,100.00.  

a. Impairment and Voting.  Class 2 Claim is impaired by the Plan.  The holder of Class 
2 Claim is not entitled to vote to accept or reject the Plan. 
 

b. The Class 2 Claims shall be paid in full over 60 months at an interest rate of 4.25% 
per annum.  Payments shall commence on the twentieth day of the month following 
the Effective Date and continue on the twentieth day of each month thereafter until 
paid in full.   

 
c. Events of Default for IRS.  The occurrence of any of the following shall constitute 

an event of default under the Plan: 
 

1. Failure to Make Payments.  Failure on the part of Debtor to pay fully when due 
any payment required to be made in respect of the Plan debt.  However, due to 
the size and ongoing nature of the IRS’s claim, upon a default under the Plan, 
the administrative collection powers and the rights of the IRS shall be reinstated 
as they existed prior to the filing of the bankruptcy petition, including, but not 
limited to, the assessment of taxes, the filing of a notice of Federal (or state) tax 
lien and the powers of levy, seizure, and as provided under the Internal Revenue 
Code.  As to the IRS: 

(A) If the Debtor or its successor in interest fails to make any plan payment, or 
deposits of any currently accruing employment or sales tax liability; or 
fails to make payment of any tax to the Internal Revenue Service within 10 
days of the due date of such deposit or payment, or if the Debtors or their 
successor in interest failed to file any required federal or state tax return by 
the due date of such return, then the United States may declare that the 
Debtor is in default of the Plan.  Failure to declare a default does not 
constitute a waiver by the United States of the right to declare that the 
successor in interest or Debtor is in default. 

(B) If the United States declares the Debtor or the successor in interest to be in 
default of the Debtor’s obligations under the Plan, then the entire imposed 
liability, together with any unpaid current liabilities, may become due and 
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payable immediately upon written demand to the Debtor or the successor 
in interest. 

(C) If full payment is not made within 14 days of such demand, then the 
Internal Revenue Service may collect any unpaid liabilities through the 
administrative collection provisions of the Internal Revenue Code.  The 
IRS shall only be required to send two notices of default, and upon the third 
event of Default, the IRS may proceed to collect on all amounts owed 
without recourse to the Bankruptcy Court and without further notice to the 
Debtor.  The collection statute expiration date will be extended from the 
Petition Date until substantial default under the Plan.  All payments will be 
sent to: IRS, 300 E 8th Street M/S 5026 AUS, Austin, Texas 79701. 

(D) The Internal Revenue Service shall not be bound by any release provisions 
in the Plan that would release any liability of the responsible persons of the 
Debtor to the IRS.  The Internal Revenue Service may take such actions as 
it deems necessary to assess any liability that may be due and owing by the 
responsible persons of the Debtor to the Internal Revenue Service; but the 
Internal Revenue Service shall not take action to actually collect from such 
persons unless and until there is a default under the Plan and as set forth 
above. 

6.03. Class 3 / Allowed Priority Claim of Texas Comptroller of Public Accounts.   
Class 3 shall consist of the Allowed Priority Unsecured Claim of the Texas Comptroller of Public 
Accounts (the “Class 3 Claim”) in the estimated amount of $6,390.70. 

a. The Class 3 Claims will be paid once Allowed over five (5) years from the date of 
the order for relief, with interest on such amounts at the rate of 4.5% per annum, as 
required by 11 U.S.C §1129(a)(9)(C).  The estimated amount in this Class is 
$6,290.70.  Texas Comptroller will not be subject to setoff rights of the Debtors.  
Payments shall commence on the twentieth day of the month following the Effective 
Date and continue on the twentieth day of each month thereafter.   

 
b. In the event of a default under the plan, counsel for holder of a claim in this class 

shall provide notice of the default via facsimile to counsel for the debtors.  Such 
default shall be cured within 10 business days of the date of transmission of such 
notice of default.  In the event the default is not cured, the Class 3 Claimants shall 
be entitled to pursue all amounts owed pursuant to state law outside of the 
Bankruptcy Court.  The Claimant shall only be required to provide two notices of 
default.  Upon a third event of default, the Class 3 Claimants shall be entitled to 
collect all amounts owed pursuant to state law outside of the Bankruptcy Court 
without further notice.  Failure to pay post-petition taxes prior to delinquency shall 
constitute an event of default.  The 2017 taxes shall be paid when due. 

 
c. Impairment and Voting.  Class 3 Claim is impaired by the Plan.  The holder of Class 

3 Claim is entitled to vote to accept or reject the Plan. 
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6.04. Class 4 / Allowed Priority Claim of City of Midland.   Class 4 shall consist of the 
Allowed Priority Unsecured Claim of the City of Midland (the “Class 4 Claim”) in the estimated 
amount of $24,365.82.  

a. Impairment and Voting.  Class 4 Claim is impaired by the Plan.  The holder of Class 
4 Claim is entitled to vote to accept or reject the Plan. 

b. Treatment.  The holders of Class 4 Claim shall be paid over 60 months from the 
Confirmation Date with interest on such claims at the rate of 4% per annum.  
Payments shall be made on the first day of the month following the Effective Date. 

c. Debtor will keep current all post-petition occupancy taxes. 

d. In the event of a default under the plan, counsel for holder of a claim in this class 
shall provide notice of the default via facsimile to counsel for the debtors.  Such 
default shall be cured within 10 business days of the date of transmission of such 
notice of default.  In the event the default is not cured, the Class 4 Claimants shall 
be entitled to pursue all amounts owed pursuant to state law outside of the 
Bankruptcy Court.  The Claimant shall only be required to provide two notices of 
default.  Upon a third event of default, the Class 4 Claimants shall be entitled to 
collect all amounts owed pursuant to state law outside of the Bankruptcy Court 
without further notice.   

6.05. Class 5 / Allowed Priority Unsecured Claims.  Class 4 shall consist of the Allowed 
Priority Unsecured Claim of Royal Cup (the “Class 5 Claims”) in the estimated amount of $967.68.  

a. Impairment and Voting.  Class 5 Claims are impaired by the Plan.  The holders of 
Class 4 Claims are entitled to vote to accept or reject the Plan. 

b. Treatment.  The holders of Class 5 Claims shall be paid over 6 months from the 
Confirmation Date with interest on such claims at the rate of 4% per annum.  
Payments shall be made on the first day of the month following the Effective Date. 

 

6.06. Class 6 / Allowed Secured Claim of U.S. Bank National Association.  The Class 
6 Allowed Secured Claim of U.S. Bank National Association, following application of the adequate 
protection payments previously made, shall be Allowed in the amount of $4,700,000.00.     

a. Impairment and Voting.  Class 6 Claim is impaired by the Plan.  The holder of Class 
6 Claim is entitled to vote to accept or reject the Plan. 
 

b. Treatment.  Debtor will pay the Allowed Secured Claim based on a 20 year 
amortization at an interest rate of 4.75% per annum as of the Confirmation.  US 
Bank shall be secured for an Allowed Secured Claim on the Debtor’s real property 
described in its loan documents and financing statements (the "Collateral"), in the 
amount of $4,700,000.00 as of Confirmation Date. This amount does not take into 
consideration the adjustments, if any, arising from any adequate protection 
payments made by the Debtor. Any unsecured claim of US Bank shall be treated in 
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Debtor’s Allowed General Unsecured Claims Class below.  Nothing in this plan 
shall affect the liability of the guarantors to US Bank. 
 

c. Except as otherwise provided herein, payments to US Bank shall be due and payable 
monthly in (59) equal monthly payments of principle and interest, the first of which 
payments shall be due in the 15th of the first month following the effective date, with 
like payment due monthly thereafter and one final payment of all then due principle 
and interest on the sixtieth (60th) month 

 
d. Sale or Refinance:  If the Debtor sells or refinances its hotel property (US Bank’s 

collateral) within the first 12 months following the Effective Date, the Debtor will 
pay the bank a lump sum of $3,000,000.00 on the Allowed Secured Claim.   If 
Debtor sells or refinances the hotel property in the following 12 months, the Bank 
has agreed to accept a payoff of $3,200,000 on the Allowed Secured Claim. 
 

e. There shall be no prepayment penalty if this Claim is paid early. 
 

f. Should this Section of the Plan for treatment of US Bank’s Claim contradict any 
other provision in the Plan, the provisions of this Section shall control. 

6.07. Class 7 / Allowed General Unsecured Claims.  Class 7 shall consist of Allowed 
General Unsecured Claims and is estimated to be approximately $20,000.00.    The Debtor has not 
filed claims and objections and may object to certain of the unsecured claims.  

a. Impairment and Voting.  Class 7 is impaired by the Plan.  The holders of Class 6 
Claims are entitled to vote to accept or reject the Plan.   

b. Treatment.  Each holder of an Allowed General Unsecured Claim shall be paid their 
pro-rata share of $1,000 a month over twenty-four (24) months, beginning on the 
15th of the third full month following the Effective Date. 

c. Insider Unsecured Claims shall be paid nothing under this Plan. 

6.08. Class 8 / Allowed Interests.  Class 8 shall consist of all Allowed Interests in the 
Debtor. 

a. Impairment and Voting.  Class 8 is not impaired by the Plan.  The holders of Class 
8 Interests are not entitled to vote to accept or reject the Plan.   

b. On the Confirmation Date, all Equity Interests shall be treated as follows: 
 
On the Effective Date, all equity interests shall be retained.  
 
The Debtor believes that the Plan will not violate the absolute priority rule and will be 

consensual as to the unsecured creditors. In the event that the Class 7 unsecured creditors do not 
vote for the Plan, and the Bankruptcy Court requires an auction, then: (i) the Existing Equity 
Interests will be cancelled on the Effective Date, (ii) the new equity interests in the Debtor shall be 
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sold at an Auction sale as set forth herein, and (iii) the new equity interests in the Debtor shall be 
issued to the successful bidder for the interest in the Debtor at the Auction, subject to the terms of 
this Plan. If the Plan is not confirmed by the Court at the Confirmation Hearing, then the sale of the 
equity interests shall not proceed and the sale shall be cancelled. The Debtor shall remain the same 
corporate entity, without change in its structure. 

 
An auction procedure has been built into the Plan to assure the creditors that equity will not 

retain or receive any financial benefit without offering such benefit to third parties including the 
creditor body.  The auction process is described in greater detail in the Plan and as follows: 

 
Upon Confirmation of the Plan by the Bankruptcy Court, Gurkarn Diamond Hotel 

Corporation shall cancel all of its equity interests, as well as any options, warrants, calls, 
subscriptions, or other similar rights, agreements, or commitments, contractual or otherwise, 
obligating Gurkarn Diamond Hotel Corporation to issue, transfer, or sell any shares of equity 
interests.  After cancellation, Gurkarn Diamond Hotel Corporation and shall then issue new equity 
interests. 

 
In the interest of ensuring that the Plan provides the greatest benefit to creditors and equity 

interest holders and in order to satisfy the requirements of the absolute priority rule, prior to the 
confirmation hearing for the Plan, Gurkarn Diamond Hotel Corporation shall hold an equity auction 
for purchase of its newly-issued equity.   

 
Subject to certain requirements described herein, all interested parties shall have the 

opportunity to purchase the reorganized Debtor’ new equity at the Confirmation hearing pursuant 
to the following auction procedures:  

 
a. Any party interested in bidding to acquire the new equity interests must provide 

notice to Gurkarn Diamond Hotel Corporation and its counsel ten (10) business days 
prior to the Confirmation hearing, and also attend the Confirmation hearing and 
advise the Bankruptcy Court at the commencement of the hearing of the party's 
interest in participating in the auction of the equity interests, at which point the 
Bankruptcy Court may direct that an auction be conducted prior to the continuation 
of the Confirmation hearing; 

b. The opening bid at any auction shall be by the existing equity interest holder in the 
amount of $10,000.00 (the “Opening Bid”).  The $10,000.00 value of the Opening 
Bid was arrived at through the use of an analysis of the current market value of the 
combined total of each of the reorganizing Debtor’ equity interests. 

c. Each subsequent bid following the Opening Bid must exceed any previous highest 
bid in an amount of at least $1,000. 

d. Any party submitting a bid at the auction must have proof of funds to pay the party’s 
bid at the auction; 

e. The reorganized Debtor’ new equity interest shall be sold to the bidder submitting 
the highest non-contingent cash offer at the auction; 
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f. The winning bidder must actually deposit the funds in the Debtor’ bank account 
within 48 hours of the announcement of the winning bid, or be deemed to have 
defaulted on the purchase of the Debtor’ equity. 

g. If the winning bidder at the auction fails to close on the purchase as set forth above, 
the party submitting the next highest bid shall be deemed the winning bidder; 

h. The prevailing party at the auction must assume all of the obligations of the Debtor 
under the Plan. 

i. The funds from the auction sale shall be deposited into the Debtor’ account and used 
to fund the Plan including the payment of administrative claims. 

j. The Debtor shall solicit such bids by noticing the Plan out to creditors in this Case. 

Furthermore, irrespective of who wins the equity auction, the equity auction shall only go 
into effect the Bankruptcy Court confirms the Plan.  If the Bankruptcy Court does not confirm the 
Plan, then the Debtor shall not cancel its equity and any equity auction shall be null and void and 
have no effect as to the ownership of the Debtor.  Further, if, after confirmation, the Bankruptcy 
Court revokes its confirmation of the Plan or the Bankruptcy Court’s confirmation of the Plan is 
overturned on appeal, then the equity auction shall be null and void and have no effect, and the 
ownership of the equity of the respective Debtor shall remain with or revert to (as appropriate) the 
pre-confirmation owner. 

 
ARTICLE VII: MEANS FOR IMPLEMENTATION OF PLAN  

 

7.01 Implementation of Plan.  This Plan will be implemented, pursuant to § 1123(a)(5) 
of the Code, by the commencement of payments as called for above. The Plan will be implemented, 
pursuant to Section 1123(a)(5) of the Code, by the commencement of payments as called for in the 
Plan.  The Debtor shall be responsible for making payments to the Class 1, 2, 3, 4, 5 and 6 Creditor 
Classes.  Projections for this Plan are attached to the Disclosure Statement and incorporated herein 
by this reference as if set forth in full for all purposes.  No liens shall be preserved unless expressly 
reflected as continuing in this Plan.   

The funds necessary for the satisfaction of the creditors' claims shall be generated from 
Debtor’s income and the contributions to be made by the Equity Interest Holders called for by this 
Plan. 

ARTICLE VIII: TREATMENT OF EXECUTORY CONTRACTS AND UNEXPIRED 
LEASES 

 
8.01 Rejection of Executory Contracts and Unexpired Leases.  Debtor shall assume, 

pursuant to Bankruptcy Code Section 1123(b)(2), its unexpired leases of real property and 
executory contracts by separate motion and order prior to the Confirmation Date or as part of 
Confirmation of a Plan in this case.  
 

8.02 Reservation of Rights. The Debtor shall have the right to assume or reject, pursuant 
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to Bankruptcy Code Section 365, prior to the Confirmation Date, any executory contract or 
unexpired lease of real property (to the extent permitted under the Bankruptcy Code) and to the 
terms of this Plan. 
 

8.03 Bar Date for Claims Based on Rejection.  If the rejection of an executory contract 
or an unexpired lease by the Debtor results in damages to the other party or parties to such contract 
or lease, a Claim for such damages shall be forever barred and shall not be enforceable against the 
Debtor or their properties or agents, successors, or assigns, unless a proof of Claim is filed with the 
Bankruptcy Court and served upon the Debtor, by the earlier of (a) the end of the month following 
the period in which the Effective Date occurs or (b) such other deadline as the Court may set for 
asserting a Claim for such damages. Any Rejection Claim arising from the rejection of an unexpired 
lease or executory contract shall be treated as a General Unsecured Claim; provided, however, that 
any Rejection Claim based upon the rejection of an unexpired lease of real property either prior to 
the Confirmation Date or upon the entry of the Confirmation Order shall be limited in accordance 
with section 502(b)(6) of the Bankruptcy Code and state law mitigation requirements. Nothing 
contained herein shall be deemed an admission by the Debtor that such rejection gives rise to or 
results in a Claim or shall be deemed a waiver by the Debtor of any objections to such Claim if 
asserted. 
 

ARTICLE IX: FEASIBILITY OF PLAN 
 
9.01 Debtor assert that its Plan is feasible based on Exhibit “B”. 

Procedure for Filing Proofs of Claims and Proofs of Interests 

9.02 All proofs of claims and proofs of interests must be filed by those Claimants and 
Equity Interest Holder who have not filed such instruments on or before the Bar Date fixed by 
the Court.   

 
9.03 If Claimants have already filed a proof of claim with the Court or are listed in the 

Debtor' Schedules as holding non-contingent, liquidated and undisputed claims, a proof of claim 
need not be filed.  The schedules and amendments thereto are on file with the Court and are open 
for inspection during regular Court hours.  If the equity security interest of an Equity Interest 
Holder is properly reflected in the book and records of the Debtor, a proof of interest need not be 
filed.  
 

ARTICLE X: ALTERNATIVES TO DEBTOR'S PLAN 
 
10.01 If the Debtor's Plan is not confirmed, the Debtor's bankruptcy case may be 

converted to cases under Chapter 7 of the Code, in which case a trustee would be appointed to 
liquidate the assets of the Debtor for distribution to their Creditors in accordance with the priorities 
of the Code.  In a Chapter 7 case, there would likely be no return to unsecured creditors because 
the fixed assets if liquidated will not cover the secured and/or priority debt in this case.  Debtor 
believe that the Plan allows for the maximum recovery hopefully with the least amount of 
administrative expenses.  
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ARTICLE XI: RISKS TO CREDITORS UNDER THE DEBTOR'S PLAN 

 
11.01 Claimants should be aware that there are a number of substantial risks involved in 

consummation of the Plan.  The Plan contemplates that the Debtor' businesses will generate 
revenue sufficient to pay the obligations accruing from its operations.  The Debtor do not 
"guarantee" that the expenses will equal those in the projections; however, the Debtor believe that 
the projections are reasonable.  As with any project like this it is subject to the events that are 
beyond the control of an owner such as downturns in the economy, weather and a declining job 
market.  The Debtor believe its projections are reasonable and the Debtor will be able to meet their 
projections to pay the return projected to creditors in the Plan.  
 

 
ARTICLE XII: TAX CONSEQUENCES TO THE DEBTOR 

 
TO ENSURE COMPLIANCE WITH U.S. TREASURY DEPARTMENT CIRCULAR 230, 
HOLDERS OF CLAIMS ARE HEREBY NOTIFIED THAT: (A) ANY DISCUSSION OF 
UNITED STATES FEDERAL TAX ISSUES IN THIS DISCLOSURE STATEMENT IS NOT 
INTENDED OR WRITTEN TO BE USED OR RELIED UPON, AND CANNOT BE USED OR 
RELIED UPON, BY HOLDERS OF CLAIMS OR INTERESTS OR ANY OTHER PERSONS 
FOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY BE IMPOSED ON HOLDERS 
OF CLAIMS OR ANY OTHER PERSONS UNDER THE INTERNAL REVENUE CODE; (B) 
SUCH DISCUSSION IS INCLUDED HEREIN IN CONNECTION WITH THE PROMOTION 
OR MARKETING (WITHIN THE MEANING OF U.S. TREASURY DEPARTMENT 
CIRCULAR 230) OF THE TRANSACTIONS OR MATTERS ADDRESSED HEREIN; AND (C) 
HOLDERS OF CLAIMS AND INTERESTS SHOULD SEEK ADVICE BASED ON THEIR 
PARTICULAR CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISER. 
 
A. Introduction 
 

The following discussion summarizes certain material U.S. federal income tax 
consequences of the Plan to the Debtor and holders of Claims and Interests. The summary is 
provided for general informational purposes only and is based on the United States Internal 
Revenue Code of 1986, as amended (the “Tax Code”), the treasury regulations promulgated 
thereunder, judicial authority and current administrative rulings and practice, all as in effect as of 
the date hereof (except as otherwise noted below with regard to the American Recovery and 
Reinvestment Act of 2009), and all of which are subject to change, possibly with retroactive effect. 
Changes in any of these authorities or in their interpretation could cause the United States federal 
income tax consequences of the Plan to differ materially from the consequences described below. 
The United States federal income tax consequences of the Plan are complex and in important 
respects uncertain. No ruling has been requested from the Internal Revenue Service (the “Service”); 
no opinion has been requested from Debtor’s counsel concerning any tax consequence of the Plan; 
and no tax opinion is given by this Disclosure Statement. 
 
The following discussion does not address all aspects of federal income taxation that may be 
relevant to a particular holder of a Claim or Interest in light of its particular facts and circumstances 
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or to particular types of holders of Claims subject to special treatment under the Tax Code. For 
example, the discussion does not address issues of concern to broker-dealers or other dealers in 
securities, or foreign (non-U.S.) persons, nor does it address any aspects of state, local, or foreign 
(non-U.S.) taxation, or the taxation of holders of Interests in a Debtor. In addition, a substantial 
amount of time may elapse between the Confirmation Date and the receipt of a final distribution 
under the Plan. Events subsequent to the date of this Disclosure Statement, such as the enactment 
of additional tax legislation, court decisions or administrative changes, could affect the federal 
income tax consequences of the Plan and the transactions contemplated hereunder. 
 
On February 13, 2009, the House of Representatives and the Senate passed H.R.1, the 
American Recovery and Reinvestment Act of 2009 (the Recovery Act), a stimulus bill that 
includes tax breaks for businesses and individuals. The President signed the Recovery Act on 
February 17, 2009. The following discussion does not address any aspects of the Recovery 
Act, some of which may be relevant to a particular holder of a Claim or an Interest. 
 
THE DISCUSSION THAT FOLLOWS IS NOT A SUBSTITUTE FOR CAREFUL TAX 
PLANNING AND PROFESSIONAL TAX ADVICE BASED ON THE INDIVIDUAL 
CIRCUMSTANCES OF EACH HOLDER OF A CLAIM OR INTEREST. EACH HOLDER 
OF A CLAIM OR INTEREST IS URGED TO CONSULT WITH ITS TAX ADVISORS 
REGARDING THE FEDERAL, STATE, LOCAL AND NON-U.S. TAX CONSEQUENCES 
OF THE PLAN. 
 
B. Certain Definitions 
Except as expressly otherwise provided or unless the context otherwise requires, all capitalized 
terms not otherwise defined herein or in the Plan shall have the respective meanings assigned to 
them in this Article. 
 
“COD” shall mean cancellation of indebtedness income. 
“NOL” shall mean net operating loss. 
 
C. Certain Material Federal Income Tax Consequences to the Debtor 
 
Cancellation of a Debtor's debt is generally taxable income to the Debtor. COD is the amount by 
which the indebtedness of a Debtor discharged exceeds any consideration given in exchange 
therefore. Cancellation of a debt may not necessarily be COD, however. To the extent that the 
Debtor is insolvent, or if the Debtor is in bankruptcy, as is the case here, the Tax Code  permits the 
Debtor to exclude the COD from its gross income. The statutory exclusion for COD in a title 11 
case generally excludes COD from gross income if the discharge is granted by a court to a Debtor 
under its jurisdiction in a title 11 case, as is sought herein. 
 
The price for the bankruptcy COD exclusion (as well as the insolvency exclusion) is reduction of 
the Debtor's tax attributes to the extent of the COD income, generally in the following order: NOLs 
for the year of the discharge and NOL carryovers from prior years; general business tax credit 
carryovers; minimum tax credit available as of the beginning of the year following the year of 
discharge; net capital loss for the year of discharge and capital loss carryovers from prior years; 
basis of the Debtor's assets; passive activity loss and credit carryovers from the year of discharge; 
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and foreign tax credit carryovers to or from the year of discharge. The reduction of attributes does 
not occur until after the end of the Debtor's tax year in which the COD occurred, so they are 
available to the Debtor in determining the amount of its income, loss and tax liability for the year 
of discharge. 
 
As a result of the implementation of the Plan, the Debtor will have COD and potential attribute 
reduction. Because any reduction in tax attributes does not effectively occur until the first day of 
the taxable year following the taxable year in which the COD is incurred, the resulting COD, on its 
own, should not impair the ability of the Debtor to use their tax attributes (to the extent otherwise 
available) to reduce their tax liability, if any, otherwise resulting from the implementation of the 
Plan. 
 
Under section 382 of the Tax Code, if a corporation undergoes an “ownership shift,” the amount of 
its Pre-Change Losses that may be utilized to offset future taxable income generally is subject to an 
annual limitation.   Although the Plan allows for an ownership change it is doubtful that one will 
occur and as such any owner of the Debtor should consult his own tax adviser concerning the effect 
of the Plan. 
 
The United States federal income tax consequences of payment of Allowed Claims pursuant to the 
Plan will depend on, among other things, the consideration received, or deemed to have been 
received, by the holder of the Allowed Claim, whether such holder reports income on the accrual 
or cash method, whether such holder receives distributions under the Plan in more than one taxable 
year, whether such holder’s Claim is allowed or disputed at the Effective Date, whether such holder 
has taken a bad debt deduction or worthless security deduction with respect to its Claim. 
 
In general, a holder of a Claim should recognize gain or loss equal to the amount realized under the 
Plan in respect of its Claim less the amount of such holder’s basis in its Claim. Any gain or loss 
recognized in the exchange may be long-term or short-term capital gain or loss or ordinary income 
or loss, depending upon the nature of the Claim and the holder, the length of time the holder held 
the Claim and whether the Claim was acquired at a market discount. If the holder realizes a capital 
loss, its deduction of the loss may be subject to limitations under the Tax Code. The holder’s 
aggregate tax basis for any property received under the Plan generally will equal the amount 
realized. The amount realized by a holder generally will equal the sum of the cash and the fair 
market value of any other property received (or deemed received) by the holder under the Plan on 
the Effective Date and/or any subsequent distribution date, less the amount (if any) allocable to 
Claims for interest.  All holders of Allowed Claims are urged to consult their tax advisors.  A holder 
of a Claim constituting an installment obligation for tax purposes may be required to recognize 
currently any gain remaining with respect to the obligation if, pursuant to the Plan, the obligation 
is considered to be satisfied at other than its face value, distributed, transmitted, sold or otherwise 
disposed of within the meaning of Section 453B of the Tax Code. 
 
D. Importance of Obtaining Professional Tax Assistance 
 
The foregoing discussion is intended only as a summary of certain U.S. federal income tax 
consequences of the Plan, and is not a substitute for careful tax planning with a tax professional. 
The above discussion is for general information purposes only and is not tax advice. The tax 
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consequences are in many cases uncertain and may vary depending on a holder’s individual 
circumstances. 
 
HOLDERS OF CLAIMS ARE URGED TO CONSULT WITH THEIR TAX ADVISORS ABOUT 
THE FEDERAL, STATE, LOCAL AND NON-U.S. TAX CONSEQUENCES OF THE PLAN. 
 

ARTICLE XIII: PENDING LITIGATION 
 
13.01 As of the date of the filing of this Disclosure the significant matters pending are as 

follows:  None. 
 

ARTICLE XIV: SUMMARY OF SIGNIFICANT ORDERS ENTERED DURING THE 
CASE 

 
 14.01 As of the date of the filing of this Disclosure the following significant orders have 
been entered in this case: Order on Debtor’s Application to Employ Counsel, Agreed Interim Orders 
Authorizing Use of Cash Collateral Pursuant to Section 363 of the Bankruptcy Code, Order to 
Employ Management Company, Order Authorizing Assumption of Premium Finance Agreement. 
 
 Dated: March 14, 2017. 
 

Respectfully submitted, 

   /s/ Joyce W. Lindauer    
Joyce W. Lindauer 
State Bar No. 21555700 
Sarah M. Cox 
California Bar No. 245475 
Jamie N. Kirk 
State Bar No. 24076485 
Jeffery M. Veteto 
State Bar No. 24098548 
Joyce W. Lindauer Attorney, PLLC 
12720 Hillcrest Road, Suite 625 
Dallas, Texas 75230 
Telephone: (972) 503-4033 
Facsimile: (972) 503-4034 
PROPOSED ATTORNEYS FOR DEBTOR 
AND 
DEBTOR-IN-POSSESSION 
 
 
/s/ Ravi Nijjar      

     President 
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