
 
EXPEDITED MOTION PURSUANT TO FED. R. BANKR. P. 9019 FOR APPROVAL OF  
ENTRY INTO SETTLEMENT WITH BEXAR APPRAISAL DISTRICT, INCLUDING  
PAYMENT OF RELATED PROFESSIONAL FEES AND EXPENSES               Page 1 of 9 
US 1094828v.4   

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

VICTORIA DIVISION 

IN RE: 
 
LACK’S STORES, INCORPORATED,  

ET AL.,1 

 DEBTORS. 

§ 
§ 
§ 
§ 
§ 
§ 
§ 

CASE NO. 10-60149 
 

(Chapter 11) 
(Jointly Administered) 
 
 

 
EXPEDITED MOTION PURSUANT TO FED. R. BANKR. P. 9019 FOR APPROVAL OF 

ENTRY INTO SETTLEMENT WITH BEXAR APPRAISAL DISTRICT, INCLUDING 
PAYMENT OF RELATED PROFESSIONAL FEES AND EXPENSES 

 
A HEARING WILL BE CONDUCTED ON THIS MATTER ON 
NOVEMBER 2, 2011 AT 2:30 P.M. IN COURTROOM 600, UNITED 
STATES BANKRUPTCY COURT FOR THE SOUTHERN DISTRICT OF 
TEXAS, 515 RUSK AVENUE, HOUSTON, TEXAS, 77002.   

IF YOU OBJECT TO THE RELIEF REQUESTED, YOU MUST 
RESPOND IN WRITING, SPECIFICALLY ANSWERING EACH 
PARAGRAPH OF THIS PLEADING. YOU MUST FILE YOUR 
RESPONSE WITH THE CLERK OF THE BANKRUPTCY COURT ON 
OR BEFORE OCTOBER 31, 2011.  IN ADDITION TO FILING YOUR 
RESPONSE WITH THE CLERK, YOU MUST GIVE A COPY OF YOUR 
RESPONSE TO THE PERSON WHO SENT YOU THE NOTICE; 
OTHERWISE, THE COURT MAY TREAT THE PLEADING AS 
UNOPPOSED AND GRANT THE RELIEF REQUESTED. 

REPRESENTED PARTIES SHOULD ACT THROUGH THEIR 
ATTORNEYS 
 
Lack’s Stores, Incorporated and its affiliated debtor entities, as debtors and debtors in 

possession (collectively, the “Debtors”), hereby file this Expedited Motion Pursuant to Fed. R. 

Bankr. P. 9019 for Approval of Entry into Settlement with Bexar Appraisal District, Including 

Payment of Related Professional Fees and Expenses (the “Motion”), and in support thereof 

respectfully state as follows: 

                                                        
1 The Debtors and the last four digits of their tax identification numbers are Lack’s Stores, Incorporated (6528), 

Case 10-60149   Document 1264   Filed in TXSB on 10/20/11   Page 1 of 9

¨1¤&!Q+*4     #¤«

1060149111020000000000003

Docket #1264  Date Filed: 10/20/2011



 
EXPEDITED MOTION PURSUANT TO FED. R. BANKR. P. 9019 FOR APPROVAL OF  
ENTRY INTO SETTLEMENT WITH BEXAR APPRAISAL DISTRICT, INCLUDING  
PAYMENT OF RELATED PROFESSIONAL FEES AND EXPENSES               Page 2 of 9 
US 1094828v.4   

I. JURISDICTION AND VENUE 

            1. The Court has jurisdiction over this matter pursuant to 28 U.S.C. §§ 1334 and 

157.  This Motion concerns the administration of the estates and is a core proceeding pursuant to 

28 U.S.C. § 157(b)(2)(A).  Venue is proper in this Court pursuant to 28 U.S.C. §§ 1408 and 

1409.  

II. FACTUAL AND PROCEDURAL BACKGROUND 

A. The Bankruptcy Cases 

            2. On November 16, 2010 (the “Petition Date”), the Debtors each filed a voluntary 

petition for relief under chapter 11 of title 11 of the United States Code (the “Bankruptcy 

Code”), thereby commencing the above-referenced cases (collectively, the “Cases”). 

            3. Since the Petition Date, the Debtors have continued to operate and manage their 

businesses as debtors in possession pursuant to Bankruptcy Code §§ 1107(a) and 1108. 

            4. On November 30, 2010, the United States Trustee appointed an official 

committee of unsecured creditors (the “Committee”) in these Cases [Dkt. No. 96]. 

            5. On October 5, 2011, the Debtors filed their Joint Plan of Reorganization for the 

Debtors [Dkt. No. 1250] (the “Plan”) and Disclosure Statement for the Joint Plan of 

Reorganization for the Debtors [Dkt. No. 1251] (the “Disclosure Statement”). 

B. The Mediated Settlement 

            6. By this Motion, the Debtors seek authority to enter into a settlement with the 

Bexar Appraisal District (the “Appraisal District”) to resolve that certain lawsuit styled Lack’s 

Stores, Incorporated v. Bexar Appraisal District, Case No. 2008-CI-15433 pending in the 37th 

Judicial District Court in Bexar County, Texas (the “Tax Suit”). The settlement relates to the 

                                                                                                                                                                                   
Merchandise Acceptance Corporation (0972), Lack’s Furniture Centers, Inc. (9468), and Lack Properties, Inc. (8961).       
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valuation of inventory previously located at store numbers 120 (SW Military Drive, San 

Antonio), 125 (Perrin Beitel Road, San Antonio), 133 (Bandera Road, Leon Valley), 147 

(Bandera Road, San Antonio), and 148 (Blanco Road, San Antonio) and warehouse number 898 

(Rittiman Road, San Antonio) (collectively the “Appraised Properties”). 

            7. In 2008, Lack’s sued the Appraisal District, appealing the Appraisal District’s 

valuation of inventory held at the Appraised Properties for tax year 2008 and attempting 

retroactive reductions of the valuations of inventory for tax years 2003 through 2006.  

Challenges to tax years 2009 and 2010 were subsequently added to suit.  Lack’s specifically 

challenges the Appraisal District’s policy for appraising retail inventory and argued that the 

Appraisal District’s policy violates the Texas Constitution and depreciation requirements related 

to appraisal of inventory, and that the values produced by the Appraisal District’s methodology 

exceeded the “market values” of the subject inventory.  During the pendency of the Tax Suit, the 

trial court dismissed Lack’s challenge to tax years 2003 through 2006.  On October 10, 2011, 

Lack’s and the Appraisal District entered into mediation to facilitate final resolution of this 

dispute.   

            8. As a result of successful mediation, and subject to Court approval, Lack’s and the 

Appraisal District entered into a Memorandum of Settlement (the “Settlement,” attached hereto 

as Exhibit A) and prepared an Agreed Final Judgment (the “Agreed Judgment,” attached hereto 

as Exhibit B) settling all disputes between Lack’s and the Appraisal District for tax years 2008 

through 2010.  The proceedings in the Tax Suit have been abated pending this Court’s 

consideration of the Settlement. 
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            9. The Settlement provides that the market value of the accounts related to the 

Appraised Properties for years 2008, 2009, and 2010 will be adjusted in the Appraisal District’s 

tax rolls to the amounts set forth in the “Settled Appraised Value” column in the chart below:2 

Store Number Taxable Year Initial  
Appraised Value 

Settled 
Appraised Value 

Store No. 120 2008 $576,630 $335,740 

Store No. 120 2009 $463,800 $303,240 

Store No. 120 2010 $409,700 $366,570 

Store No. 125 2008 $741,260 $346,680 

Store No. 125 2009 $598,880 $296,940 

Store No. 125 2010 $399,360 $357,700 

Store No. 133 2008 $498,840 $335,250 

Store No. 133 2009 $413,070 $327,570 

Store No. 133 2010 $392,620 $351,920 

Store No. 147 2008 $691,230 $345,810 

Store No. 147 2009 $570,760 $336,240 

Store No. 147 2010 $409,080 $366,010 

Store No. 148 2008 $693,790 $404,280 

Store No. 148 2009 $576,510 $377,060 

Store No. 148 2010 $432,160 $387,290 

Warehouse No. 898 2008 $5,886,170 $4,253,420 

Total for Tax Years 2008 – 2010 $13,753,860 $9,491,720 

            10. Due to the reductions in the appraised values, Lack’s anticipates receipt of an 

aggregate tax refund for tax years 2008, 2009, and 2010 of approximately $90,000 to $115,000.3  

                                                        
2 The Initial Appraised Value amounts and Settled Appraised Value amounts include a small component attributable 
to non-inventory furniture, fixtures, and equipment held by Lack’s.  Lack’s did not dispute the valuation of this 
component of the appraised values.  On average, the non-inventory amount accounts for approximately 3.5% of each 
Initial Appraised Value amount and approximately 5% of each Settled Appraised Value amount reflected in the 
chart. 
3 Lack’s and the Appraisal District are continuing to reconcile the exact amount of the refund.  
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Once entered, the Agreed Judgment will be the final adjudication of the appraised value of 

Lack’s inventory and related business personal property for tax years 2003, 2004, 2005, 2006, 

2008, 2009, and 2010. 

C. Payment of Professional Fees 

            11. In connection with the Settlement, all parties have agreed to bear their own legal 

costs and fees.  Pursuant to the Debtors’ Expedited Motion for Authority to Retain and 

Compensate Professionals Used in the Ordinary Course of Business [Dkt. No. 187], approved by 

order of the Court dated January 13, 2011 [Dkt. No. 368] (the “Ordinary Course Professionals 

Order”), the Debtors employed the Law Offices of L. Terry George (the “George Firm”) for 

purposes of, inter alia, prosecuting the Tax Suit.  As set forth in its declaration in support of 

ordinary course employment [Dkt. No. 187-3, p.11, attached hereto as Exhibit C] (the “George 

Declaration”), the George Firm’s compensation is contingent upon the successful outcome of the 

Tax Suit.  Based on the outcome of the Tax Suit and subject to Court approval, the Debtors have 

agreed to pay 37% of the settled tax refund amount as compensation to the George Firm with 

such amount to be paid directly from the tax refund received by the Debtors as a result of the Tax 

Suit. 

            12. As further set forth in the George Declaration, the George Firm entered into an 

agreement (the “Compensation Agreement”) to share its compensation with Mr. Joseph M. 

Harrison, IV,4 an attorney with Harrison, Doggett & Duncan PLLC (“HD&D”) for the 

prosecution of the Tax Suit.  HD&D is to be paid by the George Firm based on the 

Compensation Agreement, resulting in no additional costs to the estates.   

                                                        
4 Although the Compensation Agreement was detailed in the George Declaration, Mr. Harrison has nonetheless filed 
a declaration in support of ordinary course employment [Dkt. No. 1263]. 
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            13. The Debtors are currently authorized to pay professionals employed pursuant to 

the Ordinary Course Professionals Order up to $10,000 per month, not to exceed $50,000 during 

the Cases.  Due to the proposed settled refund amount, however, the compensation proposed to 

be paid to the George Firm will exceed the monthly cap.  As such, through this Motion, the 

Debtors request authority to pay all amounts owing to the George Firm related to the Settlement 

in the ordinary course of business. 

III. RELIEF REQUESTED 

            14. The Debtors seek to enter into the Settlement pursuant to Bankruptcy Rule 

9019(a).  Bankruptcy Rule 9019(a) empowers a bankruptcy court to approve compromises and 

settlements if they are “fair and equitable and in the best interest of the estate.”  In re Cajun Elec. 

Power Coop., Inc., 119 F.3d 349, 355 (5th Cir. 1997). In determining whether a proposed 

settlement agreement is fair and equitable, bankruptcy courts are to consider “all…factors 

relevant to a full and fair assessment of the wisdom of the proposed compromise.”  Protective 

Comm. for Indep. Stockholders of TMT Trailer Ferry, Inc. v. Anderson, 390 U.S. 414, 425 

(1968).5 

            15. “Compromises are favored in bankruptcy” because they minimize the costs of 

litigation and further the parties’ interest in expediting administration of a bankruptcy estate.  See 

In re Martin, 91 F.3d 389, 393 (3d Cir. 1996).  Furthermore, approval of a settlement is within 

the sound discretion of the Court.  The proposed settlement need not result in the best possible 

outcome for the debtor, but must not “fall below the lowest point in the range of reasonableness.”  

                                                        
5 In particular, bankruptcy courts routinely consider the following factors: (a) the probability of success on the 
merits; (b) the complexity and likely duration of the litigation; (c) the cost of pursuing litigation; (d) the competency 
and experience of counsel who support the settlement; (e) the extent to which the settlement is the product of arm's 
length negotiation; and (f) the paramount interest of unsecured creditors.  See, e.g. In re RFE Indus., Inc., 283 F.3d 
159, 165 (3rd Cir. 2002); In re Jackson Brewing Co., 624 F.2d 605 (5th Cir. 1980). 
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In re Drexel Burnham Lambert Group, Inc., 134 B.R. 499, 505 (Bankr. S.D.N.Y. 1991); See 9 

COLLIER ON BANKRUPTCY ¶ 9019.02 (15th ed. Rev. 2001).  

IV. CAUSE FOR GRANTING RELIEF 

            16. If Lack’s does not settle with the Appraisal District, the Debtors will be forced to 

participate in potentially lengthy and expensive litigation, which is currently set to commence the 

week of November 14, 2011.  The Tax Suit is complex, seeking the potential modification of the 

Appraisal District’s policies and appraisal methods.  Therefore, if trial commences in this matter, 

not only will the Debtors and the Appraisal District be required to litigate whether the Appraisal 

District properly appraised Lack’s inventory under its current policies, but also whether the 

Appraisal District’s polices are in continuing violation of the Texas Constitution and Texas Tax 

Code.  Recognizing the potential expense of continuing litigation, the parties entered into 

mediation with the assistance of competent counsel to work towards resolving this matter 

without the need for a trial. 

            17. The Debtors have evaluated their alternatives and have determined in their 

business judgment that the Settlement is in the best interests of the estate. The Settlement avoids 

lengthy and expensive litigation, secures funds for the estates, and thus facilitates the Debtors’ 

administration of their estates and, ultimately, confirmation of their proposed plan.  The terms of 

the Settlement were reached through mediation and have been negotiated at arms-length and in 

good faith.  The Debtors believe that the terms are fair and equitable and represent a good faith 

compromise of the matters involved.  Accordingly, the Debtors submit that sufficient cause 

exists for the Court to approve the Settlement. 
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V. NEED FOR EXPEDITED CONSIDERATION 

            18. Trial is currently scheduled in the Tax Suit for November 14, 2011.  Although all 

matters are abated while this Motion is pending, to expeditiously resolve this matter, the parties 

may seek to proceed at the November 14, 2011 trial setting in the event this Court does not 

approve the Settlement.  Accordingly, the Debtors seek the Court’s consideration of this 

Settlement at the currently scheduled November 2, 2011 omnibus hearing, so that if the relief 

requested herein is denied, the parties may prepare for trial to resolve this matter as soon as 

possible.  The Debtors have not delayed in filing this Motion. 

PRAYER 

WHEREFORE the Debtors respectfully request this Court enter an Order, substantially in 

the form of that attached hereto, that (1) authorizes and approves the Debtors’ Settlement with 

the Appraisal District (2) authorizes the Debtors’ payment of all fees and expenses associated 

with the Settlement, and (3) grants such other and further relief as is just and proper.  

# # # 
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Dated: October 20, 2011 

Respectfully submitted, 

VINSON & ELKINS LLP 
  
By:  /s/  Ginny A. Maslin     
Ginny A. Maslin, SBT #24055918 
Kirk S. Cheney, SBT #24076307 
1001 Fannin Street, Suite 2500 
Houston, Texas 77002 
Tel: 713.758.2222; Fax: 713.758.2346 
kcheney@velaw.com 
gmaslin@velaw.com 
- and - 

Daniel C. Stewart, SBT #19206500 
Paul E. Heath, SBT #093555050 
Michaela C. Crocker, SBT #24031985 
2001 Ross Avenue, Suite 3700 
Dallas, Texas 75201 
Tel: 214.220.7700; Fax: 214.999.7787 
mcrocker@velaw.com 

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

VICTORIA DIVISION 

IN RE: 
 
LACK’S STORES, INCORPORATED,  

ET AL.,1 

 DEBTORS. 

§ 
§ 
§ 
§ 
§ 
§ 
§ 

CASE NO. 10-60149 
 

(Chapter 11) 
(Jointly Administered) 
 
 

 
ORDER GRANTING EXPEDITED MOTION PURSUANT TO  
FED. R. BANKR. P. 9019 FOR APPROVAL OF ENTRY INTO  

SETTLEMENT WITH BEXAR APPRAISAL DISTRICT, INCLUDING  
PAYMENT OF RELATED PROFESSIONAL FEES AND EXPENSES 

 
[Related to Docket No. ____] 

 
The Court has considered the Expedited Motion Pursuant to Fed. R. Bankr. P. 9019 for 

Approval of Entry into Settlement with Bexar Appraisal District, Including Payment of Related 

Professional Fees and Expenses (the “Motion”)2 filed by the above-referenced debtors 

(collectively, the “Debtors”).  The Court finds that (a) the request for expedited consideration 

complies with Local Rules and demonstrates that sufficient cause exists for expedited 

consideration of the Motion, (b) it has jurisdiction over the matters raised in the Motion pursuant 

to 28 U.S.C. § 1334(b), (c) based on the complexity and likely duration of litigation, the cost of 

pursuing such litigation, the extent to which the settlement is the product of arm’s length 

negotiation, and the paramount interest of unsecured creditors, the Settlement is fair and 

equitable and in the best interests of the Debtors and their respective estates, creditors, and equity 

                                                
1 The Debtors and the last four digits of their tax identification numbers are Lack’s Stores, Incorporated (6528), 
Merchandise Acceptance Corporation (0972), Lack’s Furniture Centers, Inc. (9468), and Lack Properties, Inc. (8961).       
2 All capitalized terms used herein, but not otherwise defined, shall have the meaning ascribed to such terms in the 
Motion. 
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security holders, (d) entry in to the Settlement is a valid exercise of the Debtors’ sound business 

judgment, (e) proper and adequate notice of the Motion and hearing thereon has been given and 

that no other or further notice is necessary, and (f) good and sufficient cause exists for the 

granting of the relief requested in the Motion.  Therefore, it is hereby:  

ORDERED that the Motion is granted in its entirety; it is further 

ORDERED that the Settlement attached hereto as Exhibit A is authorized and approved 

in all respects; it is further 

ORDERED that, in the ordinary course of business and without further approval by this 

Court, the Debtors are authorized to pay all professional fees and expenses owing to the George 

Firm on account of the Settlement; it is further 

ORDERED that all objections not otherwise withdrawn or resolved by the terms of this 

Order are overruled; it is further 

ORDERED that the Debtors are authorized to take all actions necessary and appropriate 

to implement the terms Settlement; it is further 

ORDERED that the Settlement is binding on all parties thereto, all creditors of the 

Debtors and all other parties in interest in the Bankruptcy Cases; it is further 

ORDERED that the Court shall retain jurisdiction to hear and determine all matters 

arising from or related to the implementation, interpretation, and/or enforcement of this Order.   

 
SIGNED this _______ day of _____________________ 2011. 
  

   
THE HONORABLE JEFF BOHM 
UNITED STATES BANKRUPTCY JUDGE 
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Submitted by: 

 

VINSON & ELKINS LLP 
  
By:  /s/  Ginny A. Maslin     
Ginny A. Maslin, SBT #24055918 
Kirk S. Cheney, SBT #24076307 
1001 Fannin Street, Suite 2500 
Houston, Texas 77002 
Tel: 713.758.2222; Fax: 713.758.2346 
kcheney@velaw.com 
gmaslin@velaw.com 
- and - 

Daniel C. Stewart, SBT #19206500 
Paul E. Heath, SBT #093555050 
Michaela C. Crocker, SBT #24031985 
2001 Ross Avenue, Suite 3700 
Dallas, Texas 75201 
Tel: 214.220.7700; Fax: 214.999.7787 
mcrocker@velaw.com 

ATTORNEYS FOR THE DEBTORS 
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