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UNITED STATES BANKRUPTCY COURT 
NORTHERN DISTRICT OF ILLINOIS 

EASTERN DIVISION 
 

In re 
 
HARTFORD COMPUTER HARDWARE, 
INC., et al.,1 
 
  Debtors. 

) 
) 
) 
) 
) 
) 

Chapter 11 
 
Case No. 11-49744 (PSH) 
(Jointly Administered) 
 
Honorable Pamela S. Hollis 
 
Objection Deadline: July 17, 2012 
Hearing Date: July 24, 2012 

 
OBJECTION OF CERTAIN STOCKHOLDERS AND CREDITORS TO DEBTORS’ 

MOTION FOR ORDER (I) APPROVING THE ADEQUACY OF THE DISCLOSURE 
STATEMENT, (II) ESTABLISHING PROCEDURES FOR SOLICITATION AND 
TABULATION OF VOTES TO ACCEPT OR REJECT THE PLAN, (III) FIXING 

THE BAR DATE FOR PROFESSIONAL FEE CLAIMS, (IV) FIXING THE DATE, 
TIME AND PLACE FOR CONFIRMATION HEARING, AND (V) ESTABLISHING 

PROCEDURES FOR REJECTION CLAIMS 

ARG Investments (“ARG”), Enable Systems, Inc. (“Enable”), MRR Venture LLC 

(“MRR”), SKM Equity Fund II, L.P. (“SKM Equity”), and SKM Investment Fund II 

(“SKM Investment,” and collectively with ARG, Enable, MRR and SKM Equity, the “Interested 

Parties”),2 by and through their undersigned counsel, hereby object (the “Objection”) to the 

Debtor’s Motion for Order (I) Approving the Adequacy of the Disclosure Statement, 

(II) Establishing Procedures for Solicitation and Tabulation of Votes to Accept or Reject the 

Plan, (III) Fixing the Bar Date for Professional Fee Claims, (IV) Fixing the Date, Time and Place 

for Confirmation Hearing, and (V) Establishing Procedures for Rejection Claims 

[Docket No. 351] (the “Motion”), seeking, inter alia, the approval of the Disclosure Statement 

                                                 
1 The Debtors are Hartford Computer Hardware, Inc. (FEIN 27-4297525), Nexicore Services, LLC 
(FEIN 03-0489686), Hartford Computer Group, Inc. (FEIN 36-2973523), and Hartford Computer 
Government, Inc (FEIN 20-0845960). 

2 The Interested Parties hold 46.6% of the voting power in Hartford Computer Group, Inc. (“HCG”). 
ARG and SKM Investment are also unsecured creditors of HCG. MRR is also a secured creditor of HCG. 

Case 11-49744    Doc 384    Filed 07/17/12    Entered 07/17/12 15:12:59    Desc Main
 Document      Page 1 of 14

¨1¤.¢L,'1     !#«

1149744120717000000000001

Docket #0384  Date Filed: 7/17/2012



 

2 
CHI:2663545.3 

for the Joint Plan of Liquidation of the Debtors and the Creditors’ Committee [Docket No. 351] 

(the “Disclosure Statement”).3 In support of the Objection, the Interested Parties respectfully 

state as follows: 

PRELIMINARY STATEMENT 

1. As set forth in further detail below, prior to the Petition Date the Interested Parties 

filed the Shareholder Suit (as defined herein) against Delaware Street Capital Master Fund, L.P. 

(“Delaware Street”), certain of Delaware Street’s officers, HCG, and certain of HCG’s officers, 

challenging, inter alia, Delaware Street’s claims against the Debtors in the Chapter 11 Cases. 

The Shareholder Suit was removed to the United States District Court for the District of 

Delaware and a motion to transfer venue to the United States District Court for the Northern 

District of Illinois was granted on July 3, 2012. 

2. The Interested Parties submit that the Plan is an inappropriate vehicle for the 

settlement of the claims raised in the Shareholder Suit and that confirmation of the Plan, or any 

plan of liquidation in the Chapter 11 Cases, is premature and unnecessary until, at the very least, 

the Shareholder Suit is settled or finally adjudicated, after which distributions to creditors may be 

readily determined. Furthermore, and the issue of the settlement of the claims raised in the 

Shareholder Suit notwithstanding, the Disclosure Statement is inadequate and lacks substantial 

and necessary information regarding, inter alia, (a) the Shareholder Suit and the nature of the 

claims raised therein, (b) the impact on the Plan and the distributions to Unsecured Creditors in 

the event that the Interested Parties prevail in connection with the Shareholder Suit or any claims 

related thereto, and (c) the settlement between the Creditors’ Committee and Delaware Street, 

specifically the extent of the investigation of Delaware Street and its claims against the Debtors 

                                                 
3 Each capitalized term used but not defined herein shall have the meaning given to such term in the 
Motion or the Disclosure Statement, as applicable. 
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conducted by the Creditors’ Committee and the process or method pursuant to which the 

Creditors’ Committee valued the claims sought to be settled pursuant to the Plan. 

3. As such information is necessary to enable creditors to make an informed 

judgment about whether to accept or reject the Plan, the Disclosure Statement does not contain 

adequate information as required by section 1125 of the Bankruptcy Code. Furthermore, the 

Disclosure Statement describes a Plan that improperly classifies the claims of MRR and HCG 

Financial Services, Inc. (“HCG Financial”) against HCG in an attempt to gerrymander an 

impaired consenting class for purposes of confirming such Plan. The Plan described in the 

Disclosure Statement cannot be confirmed as drafted given the improper classification of the 

MRR and HCG Financial claims against HCG. 

4. For these reasons, as explained more fully below, the Interested Parties submit 

that the Court should not approve the Disclosure Statement as containing adequate information 

and deny the Motion. 

BACKGROUND 

5. Delaware Street is HCG’s largest single stockholder, the Debtors’ prepetition 

secured lender, has controlled the Debtors by designating five of HCG’s seven directors 

(constituting a majority of HCG’s board) and is the DIP lender in the Chapter 11 Cases. The 

Interested Parties constitute all of the stockholders of HCG other than Delaware Street and Brian 

Mittman, HCG’s Chief Executive Officer, who was appointed by Delaware Street and granted a 

twelve percent (12%) equity interest in the Debtors for $40,000. 

6. On August 8, 2011, the Interested Parties filed a Verified Shareholder Individual 

and Derivative Complaint (the “Complaint”), attached hereto as Exhibit A and incorporated 

herein by reference, against Delaware Street and Brian Mittman, Subhash Desai, Prashant Gupta, 

Case 11-49744    Doc 384    Filed 07/17/12    Entered 07/17/12 15:12:59    Desc Main
 Document      Page 3 of 14



 

4 
CHI:2663545.3 

David Heller, Shepherd Pryor IV, and Emily Roynesdal (collectively, the “Delaware Street 

Director Defendants”) in the Delaware Chancery Court. See ARG Investments v. Delaware Street 

Capital Master Fund, L.P., C.A. No. 6764-VCL (Del. Ch.) (the “Shareholder Suit”). The 

Complaint alleges that Delaware Street controlled HCG’s board of directors; acted as both 

principal creditor and majority shareholder of HCG; and devised a plan to withhold principal and 

interest payments on the debt secured by the prepetition credit agreement, drive HCG into 

bankruptcy and recoup its initial investment, together with approximately $35 million in interest, 

without any proceeds for the unsecured creditors in the Chapter 11 Cases or the Interested 

Parties, as shareholders and creditors of HCG. The Complaint further alleges that the conflicted 

Delaware Street Director Defendants breached their fiduciary duties by doing nothing to pay 

down, renegotiate or refinance the debt held by Delaware Street, which incurred interest at 

exorbitant rates of up to twenty-five percent (25%). The Interested Parties allege that this was 

unjustifiable in a market where interest rates have been at historic lows and HCG’s business had 

otherwise been profitable since 2007. In other words, the Shareholder Suit accuses Delaware 

Street and the conflicted Delaware Street Director Defendants of, among other things, using 

accrued but unpaid interest at above market rates to expropriate value from HCG for the benefit 

of Delaware Street, as if it were an equity holder. 

7. On December 12, 2011 (the “Petition Date”), under the control of directors 

appointed by Delaware Street, the Debtors filed voluntary petitions for relief under chapter 11 of 

the Bankruptcy Code in this Court. 

8. On March 9, 2012, the Shareholder Suit was removed to the United States District 

Court for the District of Delaware. The Interested Parties subsequently field a motion to transfer 

venue of the Shareholder Suit to the United States District Court for the Northern District of 
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Illinois (the “Venue Transfer Motion”). The Venue Transfer Motion was granted on July 3, 

2012. The order transferring venue is attached hereto as Exhibit B. 

9. On June 13, 2012, the Debtors filed the Disclosure Statement, the Plan and the 

Motion. 

OBJECTIONS 

A. A Disclosure Statement Must Contain Adequate Information 

10. Section 1125(b) of the Bankruptcy Code prohibits the Debtors from soliciting 

acceptances of the Plan until this Court approves the Disclosure Statement as containing 

“adequate information.” Section 1125(a) of the Bankruptcy Code defines “adequate information” 

as: 

[I]nformation of a kind, and in sufficient detail, as far as is reasonably practicable in light 
of the nature and history of the debtor and the condition of the debtor’s books and records 
… that would enable … a hypothetical reasonable investor typical of holders of claims or 
interests of the relevant class to make an informed judgment about the plan …. 

11 U.S.C. § 1125(a)(1). The express statutory obligation to provide adequate information is a 

“pivotal concept in reorganization procedure under the [Bankruptcy] Code.” Oneida Motor 

Freight, Inc. v. United Jersey Bank (In re Oneida Motor Freight), 848 F.2d 414, 417 (3d Cir. 

1988), cert denied, 488 U.S. 967 (1988)); see also Krystal Cadillac-Oldsmobile GMC Truck, Inc. 

v. General Motors Corp. (In re Krystal Cadillac Oldsmobile GMC Truck, Inc., 142 F.3d 631 

(3d. Cir. 1998)), 337 F.3d 314, 322 (3d Cir. 2003) (“The importance of full disclosure is 

underlaid by the reliance placed upon the disclosure statement by the creditors and the court. 

Given this reliance, we cannot overemphasize the debtor’s obligation to provide sufficient data to 

satisfy the [Bankruptcy] Code standard of adequate information.”) (quotations and citations 

omitted); Ryan Operations G.P. v. Santiam-Midwest Lumber Co., 81 F.3d 355, 358 (3d Cir. 

1996) (“Because creditors and the bankruptcy court rely heavily on the debtor’s disclosure 
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statement in determining whether to approve a proposed reorganization plan, the importance of 

full and honest disclosure cannot be overstated.”) (citations omitted); In re Unichem Corp., 

72 B.R. 95, 97 (Bankr. N.D. Ill. 1987) (“The primary purpose of a disclosure statement is to 

provide all material information which creditors and equity security holders affected by the plan 

need in order to make an intelligent decision whether to vote for or against the plan.”); In re 

Egan, 33 B.R. 672, 675-76 (Bankr. N.D. Ill. 1983) (“The Disclosure Statement is intended to be 

a source of factual information upon which one can make an informed judgment about a 

reorganization plan.”) 

11. To satisfy the standards of section 1125(a) of the Bankruptcy Code, a disclosure 

statement must contain, “at a minimum,” adequate information concerning “all those factors 

presently known to the plan proponent that bear upon the success or failure of the proposals 

contained in the plan.” In re Beltrami Enters., 191 B.R. 303, 304 (Bankr. D. Pa. 1995) 

(quotations and citations omitted); see also In re Ligon, 50 B.R. 127, 130 (Bankr. D. Tenn. 

1985); In re Stanley Hotel, Inc., 13 B.R. 926, 929 (Bankr. D. Colo. 1981). “Conclusory 

allegations or opinions without supporting facts” concerning these factors “are generally not 

acceptable.” In re Beltrami Enters., 191 B.R. at 304. 

12. These factors include, among others: information regarding current litigation 

against the debtor or litigation likely to arise in a non-bankruptcy context; an accurate description 

of the debtor’s available assets and their value; and information relevant to the risks posed to 

creditors and equity security holders under the plan. See In re Microwave Products of Am., Inc., 

100 B.R. 376, 378 (Bankr. D. Tenn. 1989); In re Scioto Valley Mortg. Co., 88 B.R. 168, 170 

(Bankr. D. Ohio 1988). 
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13. The Disclosure Statement does not satisfy the statutory standards of disclosure as 

required under section 1125(a) of the Bankruptcy Code because it lacks (a) an adequate and 

accurate summary of the Shareholder Suit and the nature of the claims raised therein, 

(b) adequate information regarding the impact on the Plan and the distributions to Unsecured 

Creditors in the event that the Interested Parties prevail in connection with the Shareholder Suit, 

(c) adequate information on the prepetition interest rates charged by Delaware Street, 

(d) adequate information on any and all amounts paid to Delaware Street, whether as fees, 

interest or otherwise, by the Debtors, and (e) adequate information with respect to the settlement 

between the Creditors’ Committee and Delaware Street, specifically the extent of the 

investigation of Delaware Street and its claims against the Debtors conducted by the Creditors’ 

Committee and the process or method pursuant to which the Creditors’ Committee valued the 

claims sought to be settled pursuant to the Plan, i.e., the Disclosure Statement fails to adequately 

describe a material asset of the Debtors, the estates’ claims against Delaware Street, and their 

value. Although the description of the Disclosure Statement’s deficiencies below identify 

information missing from the Disclosure Statement and many of the questions that the 

Disclosure Statement raises but does not answer, it cannot address all of the deficiencies therein 

and is not intended to be limiting. The Interested Parties reserve their right to further object to the 

Disclosure Statement at or prior to the hearing to be held on July 24, 2012, and to review and 

object to any revised disclosure statements the Debtors may file in the future. 

B. The Disclosure Statement Does Not Contain Adequate Information 

I. The Disclosure Statement Lacks an Adequate and Accurate Summary of the 
Shareholder Suit 

14. The summary of the Shareholder Suit in section 2.11 of the Disclosure Statement 

is inaccurate and inadequate. While section 2.11 of the Disclosure Statement fails to include even 
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a basic description or summary of the claims raised in the Shareholder Suit, it nonetheless states 

that “pursuant to the Creditors’ Committee/Delaware Street Settlement, the claims set forth in the 

Shareholder Suit will be deemed settled, released and dismissed with prejudice as of the 

Effective Date.” (Disc. Stat. § 2.11.) The Interested Parties actively dispute the contention that 

the claims raised in the Shareholder Suit can be settled pursuant to the Plan and the nature of the 

claims, i.e., whether the claims are derivative, and therefore estate causes of action, or direct 

causes of action that run to the Interested Parties. The Disclosure Statement should reflect these 

facts and should further disclose that, in the event that the Interested Parties prevail in connection 

with the Shareholder Suit, the recovery for Unsecured Creditors will change considerably, either 

to the benefit or the detriment of the Unsecured Creditors as described below. In addition, 

pursuant to the Shareholder Suit, the Interested Parties actively dispute the status of their claims 

against the Debtors as subordinated to the claims of Delaware Street. Any description of the 

Interested Parties’ claims as “subordinated claims” should include the caveat that the Interested 

Parties are challenging such classification and treatment of their creditor and equity claims 

pursuant to the Shareholder Suit. 

II. The Disclosure Statement Lacks Adequate Information Regarding the 
Impact on the Plan and Distributions to Unsecured Creditors if the 
Shareholder Suit is Successful 

15. As set forth above and in the attached Complaint, the Interested Parties are 

challenging the status of Delaware Street’s claims against the Debtors pursuant to the 

Shareholder Suit. In the event that the Shareholder Suit is successful and, as a result, the claims 

of Delaware Street against the Debtors are recharacterized or subordinated to the claims of all of 

the Debtors’ other creditors, there will be ample funds from the sale of the Debtors’ assets to pay 

the Unsecured Creditors and the Debtors’ preferred equity interest holders in full. Alternatively, 

the Court may determine that the Subordination Agreement, dated as of February 3, 2004, by and 
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among, inter alia, MRR, HCG Financial and Delaware Street (as amended, supplemented or 

otherwise modified at times and from time to time, the “Subordination Agreement”), should not 

be enforced as a result of the inequitable  conduct of Delaware Street as described in the 

Complaint such that the claim of HCG Financial against the Debtors shall constitute a General 

Unsecured Claim that, subject to the Plan, shares in the Settlement Sum. The inclusion of HCG 

Financial’s approximately $1.5 million claim against the Debtors as a General Unsecured Claim 

entitled to share in the Settlement Sum will dramatically reduce the recovery available to the 

Unsecured Creditors reflected in the Disclosure Statement. In addition, if it prevails, the claim of 

MRR in the approximate amount of $1.6 million will either be paid in full or share in the 

Settlement Sum. 

16. The Disclosure Statement should contain information regarding the above 

potential outcomes of the Shareholder Suit so that Unsecured Creditors have all available 

information regarding the potential payout of their claims when they are determining whether to 

accept or reject the Plan. 

III. The Disclosure Statement Lacks Adequate Information with Respect to the 
Creditors’ Committee/Delaware Street Settlement 

17. Section 2.10 of the Disclosure Statement indicates that the Creditors’ Committee 

undertook an investigation of Delaware Street and its pre-petition liens and claims against the 

Debtors, but not much more. The extent of the investigation conducted by the Creditors’ 

Committee is not disclosed—while the Disclosure Statement provides that the Creditors’ 

Committee “requested documents from and depositions of officers of the Debtors, Delaware 

Street and the Debtors’ other secured creditors[,] … [and] [s]uch parties responded to the 

Creditors’ Committee’s requests and cooperated with the Creditors’ Committee in its 

investigation,” the extent of the Creditors’ Committee’s investigation remains unclear, as does 
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whether the Creditors’ Committee received all of the responsive documents it requested or 

deposed any of the relevant parties during its investigation. Indeed, the Interested Parties believe 

that the Creditors’ Committee did not conduct a single deposition during the course of its 

“investigation” of Delaware Street and the claims the Debtors’ and their estates may have against 

Delaware Street. 

18. It appears from the Disclosure Statement that the Creditors’ Committee agreed to 

settle “all claims” against Delaware Street following its “investigation.” Pursuant to the 

Disclosure Statement, “all claims” includes the claims raised in the Shareholder Suit, a 

contention that the Interested Parties dispute as set forth above and in the Complaint. Such 

dispute notwithstanding, the Disclosure Statement should provide information regarding the 

process and method pursuant to which the Creditors’ Committee valued the claims sought to be 

settled pursuant to the Plan, including the preference actions against Delaware Street that the 

Creditors’ Committee at one time appeared determined to prosecute on behalf of the Debtors’ 

estates. The Interested Parties believe that, in general, the claims that the Creditors’ Committee 

and Delaware Street seek to settle have a value greater than the Settlement Sum and that the 

Creditors’ Committee may have grossly undervalued such claims without the benefit of a full 

and proper investigation of Delaware Street. 

19. Without additional detail regarding the process pursuant to which the Creditors’ 

Committee investigated the claims of Delaware Street, the Debtors’ estates’ claims against 

Delaware Street, and the other claims the Plan purports to settle, including information as to the 

valuation method utilized by the Creditors’ Committee with respect to all such claims, the 

Disclosure Statement fails to adequately describe the Debtors’ available assets (the estate claims 

against Delaware Street) and the value of such assets. 
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IV. The Disclosure Statement Should Include a Summary of the Release 
Contained in the Plan and the Consideration Therefore 

20. The Disclosure Statement references releases pursuant to the Plan, but fails to 

include a description of such releases and the consideration, if any, received by the Debtors and 

the other releasing parties in connection therewith. Pursuant to the Plan, Delaware Street will 

receive a release from the Debtors and the Creditors’ Committee of any and all Claims and 

Causes of Action relating in any way to the Debtors, including any potential preference claims 

the Creditors’ Committee could bring against Delaware Street. The Disclosure Statement does 

not provide any information with respect to the payments received by Delaware Street, whether 

as fees, interest or otherwise, from the Debtors. As such, parties in interest cannot determine the 

potential preference exposure of Delaware Street or, importantly, the relationship between such 

preference exposure and the amount of the Settlement Sum. 

21. The releases are an important element of the Plan and as such the Disclosure 

Statement should contain a description of the releases so as to allow the Debtors’ creditors and 

interest holders to the make an informed decision in connection with voting on the Plan. 

C. The Disclosure Statement Describes a Plan that Improperly Classifies Claims 

22. As set forth in the Disclosure Statement, the Plan classifies the claims of MRR 

and HCG Financial as Class II Subordinated Secured Claims. While MRR and HCG Financial 

are parties to the Subordination Agreement, HCG Financial’s claim against HCG is not secured. 

Indeed, as set forth in the proof of claim filed by HCG Financial against HCG in the Chapter 11 

Cases (claim number 188, the “HCG Financial Proof of Claim”), attached hereto as Exhibit C 

and incorporated herein by reference, HCG Financial holds an unsecured claim against HCG in 

the approximate amount of $1.5 million (the “HCG Financial Claim”). As set forth in the proof 

of claim filed by MRR against HCG in the Chapter 11 Cases (claim number 187, the “MRR 

Case 11-49744    Doc 384    Filed 07/17/12    Entered 07/17/12 15:12:59    Desc Main
 Document      Page 11 of 14



 

12 
CHI:2663545.3 

Financial Proof of Claim”), attached hereto as Exhibit D and incorporated herein by reference, 

MRR holds a secured claim against HCG in the approximate amount of $1.6 million (the “MRR 

Claim”). 

23. Pursuant to section 1129(a)(1) of the Bankruptcy Code, a plan must comply with 

the applicable provisions of the Bankruptcy Code. 11 U.S.C. § 1129(a)(1). In determining 

whether a plan complies with section 1129(a)(1) of the Bankruptcy Code, the Court “must 

consider the entire plan in the context of … the particular facts and circumstances [of the case].” 

In re D&F Constr. Inc., 865 F.2d 673, 675 (5th Cir. 1989). The legislative history of 

section 1129(a)(1) of the Bankruptcy Code explains that it embodies and incorporates the 

requirements of sections 1122 and 1123 of the Bankruptcy Code governing the classification of 

claims and the contents of a plan, respectively. See H.R. Rep. No. 595, 95th Cong., 1st Sess. 214 

(1977); S. Rep. No. 989, 9th Cong., 2d Sess. 126 (1978). 

24. Section 1122 of the Bankruptcy Code governs the classification of claims in a 

plan and provides: 

(a) Except as provided in subsection (b) of this section, a plan may place a claim or an  
interest in a particular class only if such claim or interest is substantially similar to the 
other claims or interest of such class. 

(b) A plan may designate a separate class of claims consisting only of every unsecured 
claim that is less than or reduced to an amount that the court approves as reasonable and 
necessary for administrative convenience. 

11 U.S.C. § 1122. Section 1122(a) addresses the types of claims that may be placed in the same 

class and requires that such claims be “substantially similar.” 11 U.S.C. § 1122(a). While no 

specific test or definition of substantially similar claims has been articulated by the Seventh 

Circuit, see In re Sentinel Management Group, Inc., 398 B.R. 281, 297 (N.D. Ill. 2008) 

(“Lacking a specific test or definition [of “substantially similar”] from the Seventh Circuit, the 

Court turns to other circuits.”); but see In re Wabash Valley Power Ass’n, Inc., 72 F.3d 1305, 
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1321 (7th Cir. 1995) (stating in dicta that disparities between the legal rights of different claims 

may render the two claims not substantially similar), other circuits have held that substantially 

similar claims are claims that have the same or similar legal status in relation to the assets of the 

debtor. See In re Johnston, 21 F.3d 323, 327 (9th Cir. 1994) (stating that bankruptcy courts must 

evaluate “the nature of each claim, i.e., the kind, species, or character of each category of 

claims”); In re Coram Healthcare Corp., 315 B.R. 321, 349 (Bankr. D. Del. 2004) (stating the 

focus should be on the nature or legal attributes of the claims and not on the status or 

circumstances of the claimants); In re Frascella Enters., 360 B.R. 435, 442 (Bankr. E.D. Pa. 

2007) (“The similarity of claims is not judged by comparing creditor claims inter se. Rather, the 

question is whether the claims in a class have the same or similar legal status in relation to the 

assets of the debtor.”); In re Dow Corning Corp., 244 B.R. 634, 644 (Bankr. E.D. Mich. 1999) 

(defining “substantially similar” as “similar in legal nature, character or effect”), aff’d, 255 B.R. 

445 (E.D. Mich. 2000). 

25. The HCG Financial Claim and the MRR Claim cannot be included in the same 

class because the HCG Financial Claim is unsecured, and the MRR Claim is secured. Whether a 

claim is secured or unsecured is of primary importance to the legal status of a claim in 

bankruptcy, and is therefore highly significant in determining whether claims are substantially 

similar. See, e.g., In re Sentinel Management Group, Inc., 398 B.R. at 298 (“These claims are 

similar in their legal nature, character, and effect. The SEG 1 and SEG 3 claims are simply 

unsecured claims. Hence, these claims share common legal rights against Sentinel’s assets.”). 

26. The Debtors have improperly classified the HCG Financial Claim and the MRR 

Claim as Class II Subordinated Secured Claims in an effort to gerrymander a separate accepting 

impaired class of claims, namely Class III General Unsecured Claims. The Fifth Circuit has 
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stated that its “one clear rule” is that “thou shalt not classify claims differently in order to 

gerrymander an affirmative vote on a reorganization plan.” Phoenix Mut. Life Ins. Co. v 

Greystone III Joint Venture (In re Greystone III Joint Venture), 995 F.2d 1274, 1279 (5th Cir. 

1992); see also In re Wabash Valley Power Ass’n, Inc., 72 F.3d at 1321 (stating a debtor “may 

not separately classify claims solely in order to ‘gerrymander an affirmative vote on 

reorganization’”) (citations omitted); In re Woodbrook Assocs., 19 F.3d 312, 317 (7th Cir. 1994) 

(“Some limits are necessary to offset a debtor’s incentive to manipulate a classification scheme 

and ensure the affirmative vote of at least one impaired class, which is what the debtor needs to 

gain confirmation of the plan.”). Classification must be appropriate and not an attempt to obtain 

an impaired accepting class for plan confirmation purposes and, as such, the HCG Financial 

Claim should be included as a Class III General Unsecured Claim. 

CONCLUSION 

WHEREFORE, the Interested Parties respectfully request that this Court (i) not approve 

the Disclosure Statement as containing adequate information, (ii) deny the Motion, and (iii) grant 

such other and further relief as the Court deems just and proper. 

Dated:  July 17, 2012     Respectfully submitted, 

   /s/Matthew J. Botica  

Matthew J. Botica (ARDC #0620118) 
Daniel J. McGuire (ARDC #6239526) 
Nancy Godinho Everett (ARDC #6292786) 
Winston & Strawn LLP 
35 West Wacker Drive 
Chicago, Illinois 60601 
Telephone: (312) 558-5600 
Facsimile: (312) 558-5700 
Counsel to the Interested Parties 
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EXHIBIT A 

 
DELAWARE CHANCERY COURT COMPLAINT 

 
Attached hereto 
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CHI:2663545.3 

EXHIBIT B 
 

VENUE TRANSFER ORDER 
 

Attached hereto 
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EXHIBIT C 
 

HCG FINANCIAL PROOF OF CLAIM 
 

Attached hereto 
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EXHIBIT D 
 

MRR PROOF OF CLAIM 
 

Attached hereto 
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