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the “Petitioning Creditors”)

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

X
In re: Chapter 11
ELETSON HOLDINGS INC.,, et al., Case No. 23-10322 (JPM)
: (Jointly Administered)
Debtors.!
X

NOTICE OF FILING OF AMENDED DISCLOSURE STATEMENT
IN SUPPORT OF PETITIONING CREDITORS” ALTERNATIVE CHAPTER 11
PLAN OF ELETSON HOLDINGS INC. AND ITS AFFILIATED DEBTORS

PLEASE TAKE NOTICE THAT on January 23, 2024 the debtors and
debtors in possession (the “Debtors”) in the above-captioned chapter 11 cases
(the “Chapter 11 Cases”) filed a proposed chapter 11 plan of reorganization [Docket
No. 370] (the “Debtors’ Plan”) which was subsequently amended and revised on April
8, May 13, May 31, June 6, and June 14, 2024 [Docket Nos. 570, 671, 725, 744, and 786].

PLEASE TAKE FURTHER NOTICE that on June 11, 2024 the Petitioning
Creditors filed (a) the Petitioning Creditors’ Overbid Chapter 11 Plan of Eletson Holdings Inc.
and its Affiliated Debtors [Docket No. 762] (the “PC Alternative Plan”) and (b) the related
disclosure statement [Docket No. 763] (the “PC Alternative Disclosure Statement”).2

The Debtors in these cases are: Eletson Holdings Inc., Eletson Finance (US) LLC, and Agathonissos
Finance LLC. The address of the Debtors’ corporate headquarters is 118 Kolokotroni Street, GR 185
35 Piraeus, Greece. The Debtors’ mailing address is c/o Eletson Maritime, Inc., 1 Landmark Square,
Suite 424, Stamford, Connecticut 06901.

Capitalized terms used but not otherwise defined herein have the meanings ascribed to such terms in

the Revised PC Alternative Plan.
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PLEASE TAKE FURTHER NOTICE that on June 14, 2024, the Petitioning
Creditors separately filed Appendix D to the PC Alternative Disclosure Statement
[Docket No. 781] containing financial wherewithal information related to the Plan
Sponsor’s $33 million investment under the terms of the PC Alternative Plan as well as
a related commitment letter.

PLEASE TAKE FURTHER NOTICE that on June 17, 2024, the Petitioning
Creditors filed a revised version of the PC Alternative Plan [Docket No. 797]
(the “Revised PC Alternative Plan”) as well as a revised version of the PC Alternative
Disclosure Statement [Docket No. 798] (the “Revised PC Alternative Disclosure
Statement”).

PLEASE TAKE FURTHER NOTICE that the Petitioning Creditors hereby
file:

e a further revised version of the Revised PC Alternative Disclosure
Statement, attached hereto as Exhibit 1, (the “Further Revised PC
Alternative Disclosure Statement”);

e aredline (changed pages only) of the Further Revised PC
Alternative Disclosure Statement, showing the changes to the
Revised PC Alternative Disclosure Statement, including to
Appendix C (the PC Alternative Term Sheet), attached hereto as
Exhibit 2 (the “Incremental Redline”); and

e aredline of the Further Revised PC Alternative Disclosure
Statement, showing the changes to the PC Alternative Disclosure
Statement, attached hereto as Exhibit 3 (the “Cumulative
Redline”).

PLEASE TAKE FURTHER NOTICE on the date hereof, the Petitioning
Creditors also filed a further revised version of the Revised PC Alternative Plan (as may
be further amended, modified, and /or supplemented from time to time, the “Further
Revised PC Alternative Plan”) that reflects the modifications in the Further Revised PC
Alternative Disclosure Statement.
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PLEASE TAKE FURTHER NOTICE that copies of Further Revised PC
Alternative Plan, and Further Revised PC Alternative Disclosure Statement and other
related pleadings filed in the Chapter 11 Cases can be viewed or obtained by: (i)
accessing the Court’s website for a fee; or (ii) contacting the Office of the Clerk of the
Court. Please note that a PACER password is required to access documents on the
Court’s website. PLEASE NOTE: Neither the staff of the Clerk’s office nor the
Petitioning Creditors’ counsel can give you legal advice.

DATED: June 17, 2024 TOGUT, SEGAL & SEGAL LLP
New York, New York By:

/s/ Bryan M. Kotliar

KYLE J. ORTIZ

BRYAN M. KOTLIAR
MARTHA E. MARTIR
AMANDA C. GLAUBACH
One Penn Plaza, Suite 3335
New York, New York 10119
(212) 594-5000

Counsel for the Petitioning Creditors
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Exhibit 1

Further Revised PC Alternative Disclosure Statement (Clean)
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THIS PROPOSED DISCLOSURE STATEMENT HAS NOT BEEN APPROVED BY
THE BANKRUPTCY COURT AS CONTAINING ADEQUATE INFORMATION
WITHIN THE MEANING OF SECTION 1125(a) OF THE BANKRUPTCY CODE. THE
PETITIONING CREDITORS RESERVE THE RIGHT TO AMEND OR SUPPLEMENT
THIS PROPOSED DISCLOSURE STATEMENT.

UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

X
In re: Chapter 11
ELETSON HOLDINGS INC.,, et al., Case No. 23-10322 (JPM)
: (Jointly Administered)
Debtors.!
x

DISCLOSURE STATEMENT IN SUPPORT OF
PETITIONING CREDITORS” ALTERNATIVE CHAPTER 11 PLAN
FOR ELETSON HOLDINGS INC. AND ITS AFFILIATED DEBTORS

TOGUT, SEGAL & SEGAL LLP
One Penn Plaza

New York, New York 10119
(212) 594-5000

Kyle J. Ortiz

Bryan M. Kotliar

Martha E. Martir

Amanda C. Glaubach

Counsel for the Petitioning Creditors?

Dated: June 17, 2024
New York, New York

! The Debtors in these cases are: Eletson Holdings Inc., Eletson Finance (US) LLC, and Agathonissos
Finance LLC. The address of the Debtors’ corporate headquarters is 118 Kolokotroni Street, GR 185
35 Piraeus, Greece. The Debtors’ mailing address is ¢/ o Eletson Maritime, Inc., 1 Landmark Square,
Suite 424, Stamford, Connecticut 06901.

2 The “Petitioning Creditors” are Pach Shemen LLC, VR Global Partners, L.P., Alpine Partners (BVI),
L.P., Gene B. Goldstein (“Goldstein”) and Gene B. Goldstein, In His Capacity as Trustee of the Gene
B. Goldstein and Francine T. Goldstein Family Trust (“Goldstein Trust”, and together with Goldstein,
“Mr. Goldstein”), Mark Millet, In His Capacity as Trustee of the Mark E. Millet Living Trust, Mark
Millet, In His Capacity as Trustee of the Millet 2016 Irrevocable Trust, Robert Latter, Tracy Lee
Gustafson, Jason Chamness, and Ron Pike. While Togut, Segal & Segal LLP represents Mr. Goldstein
as a “Petitioning Creditor,” Mr. Goldstein is not a “Plan Proponent” for purposes of the Plan.
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THE PLAN PROPONENTS ARE PROVIDING THE INFORMATION IN
THIS DISCLOSURE STATEMENT TO HOLDERS OF CLAIMS IN THE VOTING
CLASSES FOR PURPOSES OF SOLICITING VOTES TO ACCEPT OR REJECT THE
PETITIONING CREDITORS” ALTERNATIVE CHAPTER 11 PLAN FOR ELETSON
HOLDINGS INC. AND ITS AFFILIATED DEBTORS (THE “PC ALTERNATIVE
PLAN”). NOTHING IN THIS DISCLOSURE STATEMENT MAY BE RELIED UPON
OR USED BY ANY ENTITY FOR ANY OTHER PURPOSE. BEFORE DECIDING
WHETHER TO VOTE FOR OR AGAINST THE PC ALTERNATIVE PLAN, EACH
HOLDER ENTITLED TO VOTE SHOULD CAREFULLY CONSIDER ALL OF THE
INFORMATION IN THIS DISCLOSURE STATEMENT, INCLUDING THE RISK
FACTORS DESCRIBED HEREIN.

ALL HOLDERS OF CLAIMS ENTITLED TO VOTE ON THE PC
ALTERNATIVE PLAN ARE ENCOURAGED TO READ THIS DISCLOSURE
STATEMENT (INCLUDING EXHIBITS) AND THE PC ALTERNATIVE PLAN IN
THEIR ENTIRETY AND ARE ADVISED TO CONSULT WITH ITS OWN ADVISORS
WITH RESPECT TO ANY LEGAL, FINANCIAL, SECURITIES, TAX, OR BUSINESS
ADVICE IN REVIEWING THIS DISCLOSURE STATEMENT, THE PC ALTERNATIVE
PLAN, AND THE TRANSACTIONS CONTEMPLATED THEREBY. FURTHER, THE
BANKRUPTCY COURT’S APPROVAL OF THE ADEQUACY OF THE
INFORMATION CONTAINED IN THIS DISCLOSURE STATEMENT DOES NOT
CONSTITUTE THE BANKRUPTCY COURT’S APPROVAL OF THE PC
ALTERNATIVE PLAN.

FACTUAL INFORMATION CONTAINED IN THIS SPECIFIC
DISCLOSURE STATEMENT IS SOURCED FROM PUBLIC FILINGS MADE IN THE
CHAPTER 11 CASES (AND ELSEWHERE), EXCEPT WHERE OTHERWISE NOTED.
IN PARTICULAR, SOME INFORMATION IN THIS DISCLOSURE STATEMENT WAS
OBTAINED FROM THE DEBTORS” PLEADINGS, SUCH AS THE DEBTORS’
DISCLOSURE STATEMENT, SCHEDULES OF ASSETS AND LIABILITIES AND
STATEMENTS OF FINANCIAL AFFAIRS, AND MONTHLY OPERATING REPORTS
AND MAY NOT BE RELIED UPON AS ACCURATE. THE PC ALTERNATIVE PLAN
PROPONENTS MAKE NO REPRESENTATIONS OR WARRANTIES AS TO THE
ACCURACY OF THE INFORMATION, INCLUDING FINANCIAL INFORMATION,
CONTAINED HEREIN OR ATTACHED HERETO. THE PLAN PROPONENTS
EXPRESSLY CAUTION READERS NOT TO PLACE UNDUE RELIANCE ON ANY
FINANCIAL OR FORWARD-LOOKING STATEMENTS CONTAINED HEREIN.

NO INDEPENDENT AUDITOR OR INDEPENDENT ACCOUNTANT
HAS REVIEWED OR APPROVED THE LIQUIDATION ANALYSIS OR FINANCIAL
INFORMATION PROVIDED OR REFERENCED HEREIN. THE PLAN PROPONENTS
HAVE NOT AUTHORIZED ANY PERSON TO GIVE ANY INFORMATION OR
ADVICE, OR TO MAKE ANY REPRESENTATION, IN CONNECTION WITH THE PC
ALTERNATIVE PLAN OR THIS DISCLOSURE STATEMENT.

SUMMARIES AND STATEMENTS MADE IN THIS DISCLOSURE
STATEMENT WITH RESPECT TO THE PC ALTERNATIVE PLAN ARE QUALIFIED
IN THEIR ENTIRETY BY REFERENCE TO THE PC ALTERNATIVE PLAN, THE
EXHIBITS ATTACHED TO THE PC ALTERNATIVE PLAN, AND ANY PLAN
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SUPPLEMENT(S). IN THE EVENT OF ANY INCONSISTENCY OR DISCREPANCY
BETWEEN A DESCRIPTION IN THIS DISCLOSURE STATEMENT AND THE TERMS
AND PROVISIONS OF THE PC ALTERNATIVE PLAN OR THE OTHER
DOCUMENTS AND FINANCIAL INFORMATION INCORPORATED IN THIS
DISCLOSURE STATEMENT BY REFERENCE, THE PC ALTERNATIVE PLAN OR THE
OTHER DOCUMENTS AND FINANCIAL INFORMATION, AS THE CASE MAY BE,
SHALL GOVERN FOR ALL PURPOSES.

THE STATEMENTS AND FINANCIAL INFORMATION CONTAINED
IN THIS DISCLOSURE STATEMENT HAVE BEEN MADE AS OF THE DATE HEREOF
UNLESS OTHERWISE SPECIFICALLY NOTED, AND THERE IS NO ASSURANCE
THAT THE STATEMENTS CONTAINED HEREIN WILL BE CORRECT AT ANY TIME
AFTER SUCH DATE. HOLDERS OF CLAIMS REVIEWING THIS DISCLOSURE
STATEMENT SHOULD NOT ASSUME AT THE TIME OF SUCH REVIEW THAT
THERE HAVE BEEN NO CHANGES IN THE FACTS SET FORTH IN THIS
DISCLOSURE STATEMENT SINCE THE DATE OF THIS DISCLOSURE STATEMENT.
THE PLAN PROPONENTS RESERVE THE RIGHT TO FILE AN AMENDED OR
MODIFIED PLAN AND RELATED DISCLOSURE STATEMENT FROM TIME TO
TIME, SUBJECT TO THE TERMS OF THE PC ALTERNATIVE PLAN.

THIS DISCLOSURE STATEMENT WILL NOT CONSTITUTE NOR BE
CONSTRUED AS AN ADMISSION OF ANY FACT OR LIABILITY, STIPULATION, OR
WAIVER, BUT RATHER AS A STATEMENT MADE IN SETTLEMENT
NEGOTIATIONS. THIS DISCLOSURE STATEMENT WILL NOT BE ADMISSIBLE IN
ANY NON-BANKRUPTCY PROCEEDING, NOR WILL IT BE CONSTRUED AS TO
CONSTITUTE ADVICE ON THE TAX, SECURITIES, OR OTHER LEGAL EFFECTS OF
THE PC ALTERNATIVE PLAN AS IT RELATES TO HOLDERS OF CLAIMS
AGAINST, OR INTERESTS IN, THE DEBTORS.

CERTAIN OF THE STATEMENTS CONTAINED IN THIS DISCLOSURE
STATEMENT, BY THEIR NATURE, ARE FORWARD-LOOKING AND CONTAIN
ESTIMATES AND ASSUMPTIONS. SUCH STATEMENTS CONSIST OF ANY
STATEMENT OTHER THAN A RECITATION OF HISTORICAL FACT AND CAN BE
IDENTIFIED BY THE USE OF FORWARD-LOOKING TERMINOLOGY SUCH AS
“MAY,” “EXPECT,” “ANTICIPATE,” “ESTIMATE,” OR “CONTINUE,” OR THE
NEGATIVE THEREOF, OTHER VARIATIONS THEREON, OR COMPARABLE
TERMINOLOGY AND INCLUDE THE LIQUIDATION ANALYSIS, FINANCIAL
PROJECTIONS, AND VALUATION OF REORGANIZED HOLDINGS. THERE CAN
BE NO ASSURANCE THAT SUCH STATEMENTS WILL BE REFLECTIVE OF
ACTUAL OUTCOMES. FORWARD-LOOKING STATEMENTS ARE PROVIDED IN
THIS DISCLOSURE STATEMENT PURSUANT TO THE SAFE HARBOR
ESTABLISHED UNDER THE PRIVATE SECURITIES LITIGATION REFORM ACT OF
1995 AND SHOULD BE EVALUATED IN THE CONTEXT OF THE ESTIMATES,
ASSUMPTIONS, UNCERTAINTIES, AND RISKS DESCRIBED HEREIN.

11
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FURTHER, THE READER IS CAUTIONED THAT ALL FORWARD-
LOOKING STATEMENTS ARE NECESSARILY SPECULATIVE AND THAT THERE
ARE CERTAIN RISKS AND UNCERTAINTIES THAT COULD CAUSE ACTUAL
EVENTS OR RESULTS TO DIFFER MATERIALLY FROM THOSE PRESENTED IN
SUCH FORWARD-LOOKING STATEMENTS. DUE TO THESE UNCERTAINTIES,
READERS CANNOT BE ASSURED THAT ANY FORWARD-LOOKING STATEMENTS
WILL PROVE TO BE CORRECT. THE LIQUIDATION ANALYSIS, FINANCIAL
PROJECTIONS, AND OTHER INFORMATION CONTAINED HEREIN AND
ATTACHED HERETO ARE ESTIMATES ONLY, AND THE VALUE OF THE
PROPERTY DISTRIBUTED TO HOLDERS OF ALLOWED CLAIMS OR EQUITY
INTERESTS MAY BE AFFECTED BY MANY FACTORS THAT CANNOT BE
PREDICTED. THEREFORE, ANY ANALYSES, ESTIMATES, OR RECOVERY
PROJECTIONS MAY OR MAY NOT TURN OUT TO BE ACCURATE. THE PLAN
PROPONENTS ARE UNDER NO OBLIGATION TO (AND EXPRESSLY DISCLAIM
ANY OBLIGATION TO) UPDATE OR ALTER ANY FORWARD-LOOKING
STATEMENTS WHETHER AS A RESULT OF NEW INFORMATION, FUTURE
EVENTS, OR OTHERWISE, EXCEPT AS REQUIRED BY APPLICABLE LAW. ALL
HOLDERS OF IMPAIRED CLAIMS SHOULD CAREFULLY READ AND CONSIDER
THIS DISCLOSURE STATEMENT AND THE PC ALTERNATIVE PLAN IN THEIR
ENTIRETY, INCLUDING “RISK FACTORS TO BE CONSIDERED” BEFORE VOTING
TO ACCEPT OR REJECT THE PC ALTERNATIVE PLAN.

NEITHER THE SOLICITATION NOR THIS DISCLOSURE STATEMENT
CONSTITUTES AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO BUY
SECURITIES IN ANY STATE OR JURISDICTION IN WHICH SUCH OFFER OR
SOLICITATION IS NOT AUTHORIZED.

111



23-10322-jpm Doc 802 Filed 06/17/24 Entered 06/17/24 22:18:20 Main Document
Pg 12 of 340

I EXECUTIVE SUMMARY

A. Introduction

You are receiving this Disclosure Statement because you are a Holder of a
Claim entitled to vote on the Second Amended Joint Chapter 11 Plan of Reorganization of
Debtors Under Chapter 11 of the United States Bankruptcy Code, filed on June 14, 2024
[Docket No. 786, Ex. A] (the “Debtors” Plan”) filed by the debtors and debtors in
possession (the “Debtors”) in the above-captioned chapter 11 cases (these “Chapter 11
Cases”) as well as the Petitioning Creditors’ Alternative Chapter 11 Plan for Eletson Holdings
Inc. and its Affiliated Debtors, a copy of which is attached hereto as Appendix A (as may
be amended, supplemented, or otherwise modified from time to time, the “PC
Alternative Plan”).?

The purpose of this Disclosure Statement is to provide Holders of Claims
entitled to vote on the PC Alternative Plan with adequate information to make an
informed judgment as to whether to vote or accept the PC Alternative Plan. The Plan
Proponents* are providing you with the information in this Disclosure Statement
because you may be a creditor entitled to vote on the PC Alternative Plan. This
Disclosure Statement is to be used solely in connection with evaluation of the PC
Alternative Plan and not for any other purpose.

B. The PC Alternative Plan

The Petitioning Creditors’® believe that the Debtors” Plan is not in the best
interests of creditors and their estates and is not confirmable for many reasons. Among
other things, the Debtors’ Plan provides that the Debtors’ out-of-the-money
shareholders would receive 100% of the equity in the Reorganized Debtors while
creditors would receive either interests in a litigation trust, containing only those claims
and causes of action identified by the Debtors (or a mechanism for sharing the proceeds
of some other claims), or minimal cash payments.

To protect the interests of the Debtors’ creditors, the Petitioning Creditors
proposed their own chapter 11 plan [Docket No. 740, Ex. 1] (the “PC Plan”). Under the
PC Plan, most impaired creditors (a) will receive, at their election, either equity in the
Reorganized Debtors or a cash out amount, and (b) have the ability to participate in a
new money rights offering of up to $43.5 million to purchase additional equity at a
discount. Creditors with allowed claims of less than $1,000,000 (or those that

Capitalized terms used but not otherwise defined herein have the meanings ascribed to such terms in
the PC Alternative Plan.

*  “Plan Proponents” means the Petitioning Creditors other than Mr. Goldstein (each as defined below).

> “Petitioning Creditors” means, collectively, Pach Shemen, VR Global Partners, L.P., Alpine Partners
(BVI), L.P., Gene B. Goldstein (“Goldstein”), Gene G. Goldstein, In His Capacity as Trustee of the
Gene B. Goldstein and Francine T. Goldstein Family Trust (“Goldstein Trust”, and together with
Goldstein, “Mr. Goldstein”), Mark Millet, In His Capacity as Trustee of the Mark E. Millet Living
Trust, Mark Millet, In His Capacity as Trustee of the Millet 2016 Irrevocable Trust, Robert Latter,
Tracy Lee Gustafson, Jason Chamness, and Ron Pike.
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voluntarily agree to reduce their claim to that amount) would receive a cash recovery
equal to 15% of the allowed amount of their claim.® The PC Plan also preserves nearly
all claims and causes of action belonging to the Debtors and their estates such that any
net recoveries on account of such claims would benefit the Debtors’ creditors that
receive equity in the Reorganized Debtors.”

The Debtors have argued that creditors should get to choose whether they
believe the Debtors” Plan or the PC Plan is in their best interests. While the Petitioning
Creditors believe that the Debtors’ Plan is not confirmable and fails as a matter of law,
the Petitioning Creditors believe that any chapter 11 plans presented to creditors should
provide creditors with the maximum return under each of their respective structures.
Indeed, the Petitioning Creditors believe that the Debtors’ failure to pursue alternatives
to the Debtors’ Plan that provide for greater recoveries to creditors is a breach of their
fiduciary duties.

As such, the Petitioning Creditors have proposed a third, alternative
chapter 11 plan in the form of the PC Alternative Plan, a copy of which is attached
hereto as Appendix A, that makes improvements to the Debtors’ Plan on the exact same
structure as proposed by the Debtors. A redline showing the changes made to the
Debtors’ Plan is attached hereto as Appendix B. For ease of review, attached hereto as
Appendix C is a term sheet for the PC Alternative Plan that shows the material
differences and improvements made to the PC Alternative Plan from the Debtors” Plan.

In broad strokes, following the structure of the Debtors’ Plan, the PC
Alternative Plan provides for the following significant improvements to the Debtors’
Plan:

J Higher New Money Investment: The PC Alternative Plan provides
for a new money investment by one of the Petitioning Creditors,
Pach Shemen LLC or its designee (in such capacity, the “Plan
Sponsor”), of $41 million (compared to the $30 million Shareholder
New Value Contribution under the Debtors” Plan. The $41 million
amount will be used to pay administrative and priority claims,
make distributions to creditors under the PC Alternative Plan, and
fund the Litigation Trust.

In the event that more than $16,666,667 in claims elect such treatment, then the holders of such claims
would receive their pro rata share of $2,500,000.

Such causes of action preserved under the PC Plan include, among others, (a) claims against Levona
arising from the Arbitration or otherwise, (b) claims seeking to recover the Preferred Shares of
Eletson Gas or the value thereof from the Nominees, and (c) claims related thereto such as breach of
fiduciary duty against the officers, and directors that authorized the transfer of such shares. As of the
date hereof, the Preferred Shares are estimated to have a total amount of outstanding obligations of
approximately $333 million (including principal and accrued and unpaid dividends) and the causes
of action against Levona was assessed pursuant to the Award in the amount of approximately

$87 million (plus fees, costs, and interest).
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. The Debtors have not provided any financial wherewithal that the
Debtors’ shareholders have sufficient readily available funds, in
cash, to make the $30 million Shareholder New Value Contribution
under the Debtors” Plan. The Plan Sponsor, however, has
submitted the financial wherewithal to make the Plan Sponsor’s
$41 million investment, a copy of which, along with a commitment
letter, is attached hereto as Appendix D.

. Higher Returns to Exchange Note Claims: The PC Alternative Plan
provides significantly improved recoveries to holders of Exchange
Note Claims (Class 6) by transferring nearly all of the Debtors’
claims and causes of action (including both known and unknown
claims), such as the claims related to the transfer of the Preferred
Shares, among others, to the Litigation Trust for the benefit of
noteholder creditors that receive Litigation Trust Interests rather
than just those claims and causes of action identified by the
Debtors.

. The Litigation Trust will also receive a contingent value right (or
CVR) from the Plan Sponsor equal to the amount that would
otherwise be payable by Levona under the Debtors’ Plan as the
“Collections Contribution”; provided, that, to further improve
creditors’ recoveries, the CVR would be payable without deduction
for the costs and risks of collection as the Collections Contribution
would otherwise be paid under the Debtors’ Plan.®

. In addition to all other payments to the Litigation Trust set forth in
the Debtors’ Plan, the PC Alternative Plan provides that the
Litigation Trust will receive any excess in the professional fee
escrow account set aside on the Effective Date to the extent there
are savings due to reductions in allowed administrative expense
claims for estate professionals.

. Higher Returns to Noteholder Creditors: The PC Alternative Plan
increases the funds set aside to pay Noteholder Election Recovery
Claims (Class 5) from up to $70,000 to up to $100,000 per claim and

8

The CVRs will be secured by a pledge of 100% of the Plan Sponsor’s equity in the Reorganized
Debtors.
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increases the Noteholder Election Recovery Reserve from
$7 million to $8 million.’

. Higher Returns to Guaranty Creditors: The PC Alternative Plan
unimpairs the OCM Guaranty Claims (Class 1), whereas the
Debtors’ Plan impairs such claims at 50%, and the PC Alternative
Plan increases the cash pool for the Eletson Corporation Guaranty
Recovery from $1 million to $1.25 million (and maintains the same
50% impairment of such Claims) but also provides such holders
with an option, at their election to receive their pro rata share of $3
million in lieu of having a continued guaranty claim.

The Petitioning Creditors believe that these changes and the others
described in the PC Alternative Plan make the PC Alternative Plan better for every class
of impaired claims entitled to vote on the Debtors’ Plan.

II. OVERVIEW OF THE DEBTORS

A. Summary of the Eletson Business

1. Corporate Organization

The Debtors are Eletson Holdings and its wholly owned subsidiaries
Eletson Finance, and Eletson MI. The Debtors are part of a collection of companies that
operate under the name “Eletson.” The Debtors’ corporate organization chart as of the
Petition Date is attached hereto as Appendix E, which also depicts certain direct and
indirect non-Debtor subsidiaries described below.

Eletson has historically been a family-owned international seaborne
transportation company focused on the transport of refined petroleum products,
liquified petroleum gas and ammonia. Eletson owns and operates a fleet of
medium-range double hull product tankers, which are capable of carrying a wide range
of refined petroleum products, such as fuel oil and vacuum gas oil and gas oil, gasoline,
jet fuel, kerosene and naphtha, as well as crude oil. The Debtors are headquartered in
Piraeus, Greece and maintain offices all over the world, including Stamford,
Connecticut, and London.

Eletson Holdings is the ultimate parent of the Eletson entities. Eletson
operates its fleet through wholly-owned direct or indirect non-Debtor subsidiaries of
Eletson Holdings who either (i) own title to the vessels comprising Eletson’s fleet or
(ii) charter the vessels of Eletson’s fleet. The Eletson fleet is managed by non-Debtor

?  The Petitioning Creditors believe that the treatment provided by Class 5 in the Debtors’ Plan violates
the Bankruptcy Code and will not be approved. In such a case, the PC Alternative Plan provides that
holders of Noteholder Election Recovery Claims will receive their pro rata share of a $8 million cash
pool. The Debtors’ Plan, on the other hand, provides that if the Court does not approve the
Noteholder Election Recovery Claims treatment, such Claims will no longer receive cash and instead
be moved to Class 6A /6B and be treated together with hundreds of millions of dollars of other
noteholder claims in sharing in their pro rata share of the Litigation Trust Interests.
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subsidiary Eletson Corporation (“Eletson Corp”), another wholly owned subsidiary of
Eletson Holdings. Eletson Corp is subject to management agreements with the various
entities in exchange for management fees. The Eletson fleet currently includes 16
vessels, 12 of which are owned by Eletson Gas LLC (“Eletson Gas”) and four of which
are operated by wholly owned subsidiaries of Eletson Holdings." See Docket No. 394
q 12; see also Docket No. 394 ] 12-14. In addition to Eletson Corp and the various
entities that directly own or charter and operate the vessels in Eletson’s fleet, there are
several defunct corporate entities with no operations within the Eletson corporate
structure. Eletson Holdings serves as the guarantor for a number of its subsidiaries’
obligations as described in greater detail herein. Each of the Debtors are holding
companies and do not maintain any ongoing operations or employ any employees
outside of their officers and directors.

Eletson is closely held, controlled, and managed by three families:
the Kertsikoff, Hadjieleftheriadis, and Karastamati families (the “Principal Families”).
Each of those families beneficially hold approximately 30.7% of the equity in Eletson
Holdings through separate Liberian trust companies. The remaining equity is
beneficially held by two other families: the Zilakos and Andreoulakis families
(the “Minority Families”). The three Principal Families and two Minority Families
(collectively, the “Families”) are all related. In addition to beneficially owning Eletson
Holdings, members of the Families are also the directors and officers of Eletson
Holdings and of its various subsidiaries, including Eletson Corp and Eletson Gas.

2. Eletson Gas and the Arbitration

Eletson Gas is a gas shipping company that was formed in 2013 as a joint
venture between Eletson Holdings and funds managed by Blackstone Tactical
Opportunities (collectively, “Blackstone”). Eletson Holdings holds 100% of the
common shares of Eletson Gas. According to the Debtors, at the beginning of 2022,
Eletson Gas directly or indirectly owned 14 liquefied petroleum gas carriers, collectively
worth more than $400 million. Eletson Gas reported total revenues in 2022 of
approximately $115 million.

Eletson Gas is organized as a limited liability company with common and
preferred membership interests (the “Preferred Shares”). Holders of the Preferred
Shares are entitled to distributions from the revenues of Eletson Gas before holders of
the common shares of Eletson Gas (the “Common Shares”). Until November 2021,
Blackstone held the Preferred Shares. Eletson Holdings held and still holds the
Common Shares. In 2021, Blackstone sold its interest in Eletson Gas to Levona
Holdings Ltd. (“Levona”), making Levona the holder of the Preferred Shares.
Subsequently, on February 22, 2022, Levona entered into a “binding offer letter” with
Eletson Gas (the “BOL”), which gave Eletson Gas the option, upon the satisfaction of
certain conditions, for Eletson Gas or its nominee to purchase the Preferred Shares from
Levona for specified consideration (the “Option”).

10 “Owned” for these purposes means through finance leases or bareboat charters.
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A dispute arose as to whether Eletson Gas had exercised the Option, and
accordingly, on July 29, 2022, Eletson Holdings and Eletson Corp commenced an
arbitration proceeding against Levona seeking a ruling that Eletson Gas had exercised
its Option as well as damages from Levona (the “Arbitration”).

The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “The Debtors disagree with the characterization of
the preceding paragraph. In the Debtors” view, the “dispute” referenced above
involved a number of claims asserted against Levona directly arising out of and relating
to Levona’s material breaches of the LLC Agreement of Eletson Gas, including actions
taken by Levona against Eletson for the sole purpose of causing harm to Eletson. These
actions include, fraud, bribing Eletson’s CFO, improperly disclosing sensitive, non-
public and confidential information, wrongfully interfering with Eletson Gas’
relationships with financiers, and the illegal arrest of Eletson Gas' ships, among other
harmful actions.”

On March 13, 2023, after the Petition Date, the Debtors filed a motion for
relief from the automatic stay [Docket Nos. 5, 6], seeking leave to proceed with the
Arbitration (the “Stay Relief Motion”). On April 17, 2023, the Bankruptcy Court entered
a stipulation and order modifying the automatic stay to permit Eletson Holdings and
Eletson Corp to pursue the Arbitration, including to determine the ownership of
Preferred Shares [Docket No. 48] (the “Stay Relief Order”). Notably, the Stay Relief
Motion did not disclose that the Preferred Shares had purportedly already been
transferred to the Cypriot nominees (the “Nominees”) that are owned by the Principal
Families. Indeed, the Stay Relief Motion provided that if the Debtors (or any other
party) prevailed in the Arbitration the Preferred Shares would be “returned to [Eleston]
Gas or its nominee.” Docket No. 6, at 4.

The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “The Debtors disagree with the assertions in the
preceding paragraph. The Debtors state that as found in the Arbitration and
subsequently confirmed by the District Court, the Preferred Shares were transferred to
the Nominees pursuant to the BOL, effective as of March 11, 2022, well in advance of
the filing of the Involuntary Petitions [Award at 96; District Court Order at 122-23].
Further, in the Debtors’ view, the preceding paragraph fails to articulate that the Stay
Relief Motion was necessary as the Involuntary Petitions were filed with the intention
of staying the Arbitration and as a hedge against Levona’s loss in the Arbitration.”

On July 28, 2023, the arbitrator entered an interim award, which was
superseded by a final award (the “Award”) on September 29, 2023 issued in the
arbitration proceeding titled Eletson Holdings, Inc., et al. v. Levona Holdings Ltd. before
Justice Belen at JAMS Ref. No. 5425000511. The Award found that Eletson Gas had
exercised the Option to acquire the Preferred Shares by, among other things,
transferring shares in two vessels owned by Eletson Gas to Levona. The Award further
found that the Preferred Shares were transferred to the Nominees on March 11, 2022.
The Award also assessed almost $87 million in damages against Levona, plus fees,
costs, and interest. None of those damages were awarded to Eletson Holdings. Instead,
about half was awarded to the Nominees.
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The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “The Debtors disagree with the assertions in the
preceding paragraph. In the Debtors’ view, the Award assessed (i) $43,455,122.21 in
compensatory damages to Eletson Gas and the Nominees, (ii) $23,777,378.50 in punitive
damages to Eletson Gas, (iii) $19,677,743.71 in punitive damages to the Nominees, and
(iv) attorneys fees and costs “to the entity or individuals who paid those costs and fees,”
i.e., Eletson Corp [Award at 67, 99-101].”

On August 18, 2023, Eletson Holdings and Eletson Corp filed a petition in
the United States District Court for the Southern District of New York (the “District
Court”) to confirm the Award. Among the findings they asked the District Court to
approve is that the Preferred Shares were transferred to the Nominees. They also asked
the District Court to approve, among other things, the Award of compensatory and
punitive damages in favor of Eletson Gas and the Nominees.

On February 9, 2024, the District Court issued an opinion (the “District
Court Opinion”) that among other things, granted in part and denied in part Eletson
Holdings” and Eletson Corp’s petition to confirm the Award. The District Court
confirmed the Award’s finding that the Preferred Shares were transferred to the
Nominees. However, the District Court Opinion provides that the Bankruptcy Court is
the proper forum to “address the timing of the election by Eletson that the Preferred
[Shares] should go to the Nominees and whether the Preferred [Shares] should be
considered to be property of the estate or should be clawed back or avoided.” District
Court Opinion, at 89. The District Court Opinion vacated all awards for relief against
the Pach Shemen (one of the Petitioning Creditors, a Plan Proponent, and the Initial
Backstop Party, and is an affiliate of Levona), including compensatory and punitive
damages based upon violations of the Status Quo Injunction (as defined in the District
Court Opinion), all awards of attorneys’ fees, costs, and expenses related to the
Involuntary Petitions and the Bondholder Litigation (as defined in the District Court
Opinion). Id. at 124-25. In accordance with the District Court Opinion, Eletson
Holdings, Eletson Corp, and Levona each submitted proposed judgments on February
23, 2024. See District Court Docket Nos. 94 and 95.

The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “The Debtors disagree with the assertions in the
preceding paragraph. In the Debtors’ view, the District Court substantially confirmed
the award of compensatory and punitive damages against Levona, vacating only the
following limited aspects of the Award: (i) the finding that Murchinson and Pach
Shemen are alter egos of Levona; (ii) the finding that the Status Quo Injunction remains
in effect until confirmation of the Award by the Arbitrator; (iii) the finding that Levona
caused or directed affiliates to purchase Exchange Notes for the purpose of wrongfully
commencing and then actually causing the commencement of the Bondholder Litigation
and the filing of the Involuntary Petitions against the Debtors; (iv) the finding that
Levona wrongfully declared a default under the loan provided by Levona; (v) the
award of attorneys’ fees, costs and expenses relating to the involuntary bankruptcy
petition and Bondholder litigation in the amount of $3,007,266.20; and (vi) the award of
relief based upon violations of the Status Quo Injunction.”
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The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “In the Debtors” view, the District Court vacated
relief against Pach Shemen because Pach Shemen was not a signatory to the Eletson Gas
LLC Agreement or a party to the Arbitration. However, the District Court explicitly
noted that “Eletson may yet have the opportunity to seek to hold Murchinson and Pach
Shemen responsible for Levona’s obligations under the Award.” [District Court Order
at 82].”

On April 19, 2024, the District Court issued a memorandum and order (the
“Memorandum and Order”) remanding the Award to the arbitrator to clarify his
findings regarding punitive damages (the “Remand”). See District Court Docket No.
106. The Memorandum and Order also directs the Eletson Holdings, Eletson Corp, and
Levona to submit a joint letter to the District Court within two weeks of any
“substantive decision” of the arbitrator. Id.

The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “In the Debtors’ view, the District Court ordered
the Arbitrator to address two questions. First, whether the arbitrator would not have
awarded punitive damages, but for the finding of a violation of the Status Quo
Injunction, and second, whether the arbitrator would have applied a different multiple
of the compensatory damages in his calculation of the punitive damages award in the
absence of the finding of a violation of the Status Quo Injunction.”

On May 3, 2024, Levona filed a motion in the District Court seeking
reconsideration of the Memorandum and Order and asking the District Court to vacate
any punitive damages awarded (the “Motion for Reconsideration”). See District Court
Docket Nos. 107 and 108. On May 8, 2024, Eletson Holdings and Eletson Corp filed a
letter in the District Court that explained that while the arbitrator has set May 24, 2024
as the deadline for final letter briefs on the Remand, the arbitrator will not rule on the
Remand until the District Court rules on the Motion for Reconsideration. See District
Court Docket No. 109. On May 8, 2024, the District Court directed Eletson Holdings,
Eletson Corp, and Levona to meet to confer on whether they agree to brief the Motion
for Reconsideration on an expedited basis and to stay the Remand pending a decision
on the Motion for Reconsideration. See District Court Docket No. 110. The District
Court also directed the parties to provide an update on May 10, 2024. See id. On May
10, 2024, Eletson Holdings and Eletson Corp filed a letter in the District Court that
provided, among other things, that the parties have not agreed to stay the Remand,
“would oppose an indefinite stay”, they intend to file their opposition to the Motion for
Reconsideration on May 10, 2024, and the briefing schedule for the Remand. See
District Court Docket No. 111. On May 10, 2024, Levona also filed a letter in the District
Court that provided, among other things, that the parties have not agreed to stay the
Remand and asked the District Court to stay the Remand pending resolution on the
Motion for Reconsideration. See District Court Docket No. 112.

On May 10, 2024, Eletson Holdings and Eletson Corp filed its opposition
to the Motion for Reconsideration in the District Court. See District Court Docket
No. 113. On May 13, 2024, the District Court directed Levona to reply to Eletson
Holdings’” and Eletson Corp’s opposition by May 15, 2024, and stayed the Remand
pending resolution on the Motion for Reconsideration. See District Court Docket No.



23-10322-jpm Doc 802 Filed 06/17/24 Entered 06/17/24 22:18:20 Main Document
Pg 20 of 340

114. On May 15, 2024, Levona filed its reply in support of the Motion for
Reconsideration. See District Court Docket No. 115. On May 30, 2024, Eletson Holdings
and Eletson Corp filed a letter that asked the District Court to lift the stay it imposed on
the Remand on May 13, 2024. See District Court Docket No. 117. On June 3, 2024,
Levona filed a letter in response requesting that the District Court to continue to stay
the Remand. See District Court Docket No. 118.

B. The Debtors’ Assets

On October 10, 2023, the Debtors filed their schedules of assets and
liabilities and statements of financial affairs [Docket Nos. 216-221] (together,
the “Original Schedules”). The Original Schedules disclosed that the Debtors have no
cash and the Debtors’ only assets are equity interests in various subsidiaries and certain
Litigation Claims (as defined below). The Original Schedules listed the value of the
equity in each of the Debtors’ subsidiaries as “$0.”

On December 29, 2023, the Debtors filed an amended schedule A /B for
Eletson Holdings [Docket Nos. 340] (the “Amended Schedules” and together, with the
Original Schedules, the “Schedules”), disclosing an aggregate equity value of the
Debtors’ subsidiaries of $52.5 million. The Amended Schedules state that the $52.5
million valuation is based on “market value.” At the section 341 meeting of the Debtors
and their creditors held on January 5, 2024, however, the Debtors’ Vice President stated
that the $52.5 million number in the Amended Schedules was “book value” and that the
actual value remains “unknown.”

The Debtors’ Schedules also identify certain Litigation Claims belonging
to the Debtors’ Estates, though the Schedules fail to identify these actions with
specificity. Indeed, the Schedules merely state that the Debtors have “Claims against
Wilmington Savings Fund Society, FSB”, “Claims against Petitioning Creditors for Bad
Faith Conduct,” “potential Claims against various parties related to or arising from the
Arbitration Award”, and lastly, claims against Murchinson Ltd., Nomis Bay Ltd., and
BPY Limited in these Bankruptcy Cases (collectively, the “Litigation Claims”). Further,
the Debtors’ Schedules do not state the nature of the Debtors’ interest in the Litigation
Claims.

The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “The Debtors disagree with the assertions in the
preceding paragraphs and believe that the assertions above are misleading and
mischaracterize the Debtors’ reporting. The Debtors believe that the Schedules are a
fair and accurate reporting of the Debtors” assets.”

C. The Debtors’ Liabilities

The Debtors’ liabilities, based on the Debtors’ books and records are set
forth in their Schedules and the Debtors’ Plan (as defined below). The Debtors’
liabilities based on their prepetition capital structure can generally be summarized as
(1) the Old Notes, (2) the Exchange Notes, (3) the OCM Guarantees, (4) the Azure
Guarantees, (5) the Eletson Corp Guarantees, (6) the Initial Petitioning Creditors’
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Claims, and (7) Other Claims and Liabilities (each of which is defined and explained in
greater detail below).

The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “The Debtors disagree with the assertions in the
following paragraphs. The Debtors assert that the summaries below provided by the
Petitioning Creditors are misleading and omit material details. The Debtors encourage
creditors to review the Debtors’ Plan and related Disclosure Statement for a more
accurate description of the Debtors’ liabilities. Further the Debtors have filed a number
of objections to the asserted liabilities listed below.”

1. The Old Notes

In December 2013, Debtors Eletson Holdings and Eletson Finance
co-issued First Preferred Ship Mortgage Notes (the “Old Notes” and the holders
thereof, the “Old Noteholders”) under an indenture dated December 19, 2013, in the
aggregate principal amount of $300 million (the “Old Indenture”). Deutsche Bank Trust
Company Americas (the “Old Notes Trustee”) serves as the trustee for the Old Notes.
The Old Notes had a maturity date of January 15, 2022.

In May 2018, Eletson Finance and Eletson Holdings initiated an exchange
offer process for the Old Notes (the “2018 Note Exchange”), which closed in July 2018.
Pursuant to the 2018 Note Exchange, approximately 98% of the Old Noteholders
exchanged their Old Notes for the Exchange Notes (as defined below); approximately
2% of the Old Noteholders did not participate in the 2018 Note Exchange and retained
their Old Notes.

The Debtors’ Schedules list the Old Notes Trustee as having a disputed
unsecured Claim against Eletson Finance for approximately $24,000. See Docket No.
220. However, the Old Notes Trustee filed a Proof of Claim against Eletson Holdings
pursuant to the Old Notes for $5,953,704.07 for the unpaid principal amount of $300
million plus applicable interest, fees, and other charges (the “Old Notes Claims”).

See Proof of Claim No. 2-1 against Eletson Holdings.

2. The Exchange Notes

On July 2, 2018, the Debtors entered into an indenture (the “Exchange
Note Indenture”) pursuant to which the substantial majority of the Old Notes were
exchanged for new First Preferred Ship Mortgage Notes due on January 15, 2022 (the
“Exchange Notes” and the holders thereof, the “Exchange Noteholders”). The
Exchange Notes were issued in an original face value amount of $314,068,360. Under
the Exchange Note Indenture, Wilmington Savings Fund Society, FSB (the “Exchange
Notes Trustee”) serves as trustee and collateral agent for the Exchange Notes. The
Exchange Notes were secured by certain assets pledged as collateral (collectively, the
“Collateral”), including, among other things: (i) all outstanding common shares or
membership interests in Eletson Finance and certain guarantors under the Exchange
Note Indenture; (ii) thirteen shipping vessels owned by guarantors under the Exchange
Note Indenture (the “Note Vessels”); (iii) the earnings arising from freights, hires and
other earnings from the operation and use of or relating to the Note Vessels, and (iv) all

10
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other cash and various accounts of Eletson MI and the guarantors set forth in the
Exchange Note Indenture.

The Debtors concede that they breached their obligations under the
Exchange Note Indenture long ago and, in fact, have “made no direct payments” under
that contract, at any time. See Docket No. 41 19 17, 64.

On June 24, 2019, in connection with their various breaches under the
Exchange Note Indenture, the Debtors entered into a Restructuring Support Agreement
(the “First RSA”) with certain noteholders (the “Consenting Noteholders”), including
VR Global Partners, L.P. As part of the First RSA and a consensual strict foreclosure
executed in connection therewith, the Debtors transferred their interests in the 13
vessels that served as part of the Collateral for the Exchange Notes to a new entity
called New Agathonissos Finance LLC (“NAEF”) for the benefit of the 2022 Noteholders
in partial satisfaction of amounts owed under the Exchange Note Indenture and the
Exchange Notes in the amount of $130 million. On August 9, 2019, the Consenting
Noteholders terminated the First RSA.

On October 29, 2019, after the termination of the First RSA, the Debtors
and the Consenting Noteholders entered into a second Restructuring Support
Agreement (the “Second RSA”)."! The purpose of the Second RSA was to accomplish an
alternative restructuring of the Old Notes and the Exchange Notes on the terms and
conditions set forth therein and in a restructuring term sheet attached as an Exhibit to
the Second RSA. That restructuring was to be effectuated through an out-of-court
consent solicitation and exchange offer or through a joint prepackaged plan of
reorganization in chapter 11 cases to be filed by the Debtors in the United States.

Under the Second RSA, the Debtors agreed to implement the restructuring
contemplated therein on a timeline with milestones set forth in Exhibit C to the Second
RSA. The timeline included twelve (12) separate milestones, starting with the entry into
a memorandum of agreement, in form and substance acceptable to Eletson and the
Consenting Noteholders, with respect to the sale of Eletson’s interest in a particular
vessel—the Salamina—as soon as reasonably practicable but in no event later than
October 31, 2019. The Debtors also agreed under the Second RSA that any proceeds
from the sale of the Salamina after payment of applicable professional fees would be
paid pro rata to the Old Noteholders, the 2022 Noteholders, and claims arising under
certain “Working Capital Facility Agreements” outstanding at the time.

As the Debtors have acknowledged themselves, they never satisfied a
single milestone under the Second RSA, in material breach of the Second RSA’s
requirement (and fundamental purpose) that the Debtors would effectuate the
contemplated restructuring within several months. As the Debtors acknowledged in
discovery during the pendency of the Involuntary Petitions, the parties to the Second
RSA decided to go in a different path and abandoned the milestones. In addition,

"' The Debtors did not inform the Exchange Notes Trustee of their entry into the Second RSA despite

their contractual obligation under the Exchange Note Indenture to do so.

11
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certain of the Consenting Noteholders told the Debtors in January 2020 that the Second
RSA was “dead.”"

Despite entering into the First RSA and the Second RSA, the Debtors
never actually attempted to restructure the Exchange Notes or the Old Notes in
connection therewith (or after). Instead, the Debtors did nothing and allowed the Old
Notes and the Exchange Notes to mature without repayment on January 15, 2022,
resulting in approximately $100 million in additional interest accruing on the Exchange
Notes between the execution of the Second RSA in October 2019 and the filing of the
Involuntary Petitions in March 2023.

The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “The Debtors dispute all of the allegations and
assertions in this section. First, the Debtors asset that the Debtors made payments of PIK
interest and undertook a tender offer which reduced the outstanding obligations under
the Exchange Notes by approximately $8 million. Second, the Debtors assert that the
Petitioning Creditors fail to state that as a result of the strict foreclosure agreement, the
Exchange Note Indenture was amended to release all remaining Collateral that served
as security under the Exchange Note Indenture. In the Debtors’ view, the assertions
regarding the Debtors' intent are meritless.”

The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “In the Debtors’ view, the Petitioning Creditors’
descriptions of the Second RSA are wholly deficient and omit material information
regarding the terms and provisions of the Second RSA as well as its relationship to the
Involuntary Petitions. As set forth in greater detail in the Debtors” Motion to Dismiss
(as defined below), pursuant to the Second RSA, signatories were restricted from
selling, transferring, or assigning any interest they had in the Exchange Notes unless the
transfer was to another holder of the Exchange Notes or the recipient joined the Second
RSA. The Debtors further assert that in June 2020, well after the Second RSA was
executed, the Debtors, more than seventy percent (70%) of the 2022 Noteholders, and
others entered into a certain Stipulation Waiver and Release (the “OCM Financing
Stipulation”), wherein a majority of the 2022 Noteholders acknowledged that they
“[were] parties to that certain [Second RSA] . ...” OCM Financing Stipulation at p. 1.
The Debtors state that like the Second RSA, the OCM Financing Stipulation included a
restriction on the transfer of the Exchange Notes. In the Debtors’ view, any transfers of
the Exchange Notes made in violation of the terms of these documents are void ab
initio. In the Debtors’ view, notwithstanding these transfer restrictions, the Initial
Petitioning Creditors, in particular Pach Shemen, purport to be the beneficial holders of
Exchange Notes in an amount that is mathematically impossible absent a transfer of
Exchange Notes that were subject to restrictions on transfer. As the Second RSA was
never terminated, the Debtors believe that Pach Shemen is not a valid 2022 Noteholder.
The Debtors believe that had these bankruptcy proceedings not been initiated, the

2 Declaration of Joshua Nemser In Support of (A) Involuntary Petitions and (B) Petitioning Creditors’ Objection
to the Debtors” Motion to Dismiss [Docket No. 128] filed on July 18, 2023 ] 14.

12
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Debtors would have successfully refinanced their obligations in accordance with the
terms of the relevant prepetition documents.”

Each of the Debtors’ Schedules list the Exchange Notes Trustee as having
a disputed unsecured Claim against each of the Debtors for approximately $320,195,000.
See Docket Nos. 216, 218, 220. However, the Exchange Notes Trustee filed a Proof of
Claim against each of the Debtors pursuant to the Exchange Note Indenture and the
Exchange Notes for approximately $366,011,815 for the unpaid principal amount of
$194,862,074 plus applicable interest, fees, and other charges (collectively, the
“Exchange Notes Claims”). See Proof of Claim No. 14 against Eletson Holdings; Proof
of Claim No. 2 against Eletson MI; and Proof of Claim No. 2-2 against Eletson Finance.
The Exchange Notes Trustee also filed a Proof of Claim against each of the Debtors
pursuant to the Exchange Note Indenture and the Exchange Notes for fees and
expenses in the amount of $1,872,764.44. See Proof of Claim No. 20 against Eletson
Holdings; Proof of Claim No. 3 against Eletson MI; and Proof of Claim No. 3 against
Eletson Finance.

3. The OCM Guarantees

Four subsidiaries directly or indirectly owned by Eletson Holdings are
each party to bareboat charter agreements regarding the use of certain vessels owned by
entities affiliated or associated with Oaktree Capital Management. Each of these vessels
are described in greater detail below. The Petitioning Creditors understand that the $0
to $52.5 million figures from the Debtors” Amended Schedules are largely on account of
these four bareboat charter arrangements.

Kinaros Charter. On June 24, 2020, OCM Maritime Rhine LLC (“OCM
Rhine”) entered into a bareboat charter agreement (“Kinaros Charter”) with non-Debtor
Kinaros Special Maritime Enterprise for the use of a vessel owned by OCM Rhine
named the Kinaros. Pursuant to the Kinaros Charter, Kinaros Special Maritime
Enterprise was obligated to make payments to OCM Rhine related to the charter of the
Kinaros. The obligations were guaranteed by Eletson Holdings pursuant to that certain
guarantee executed by Eletson Holdings in favor of OCM Rhine dated June 24, 2020
(the “Kinaros Guaranty”). Pursuant to the Kinaros Guaranty, Eletson Holdings
guaranteed the full payment for all amounts due under the Kinaros Charter. According
to the Debtors’ Schedules, OCM Rhine has a disputed unsecured Claim against Debtor
Eletson Holdings for $11,750,000. See Docket No. 216. According to OCM Rhine’s Proof
of Claim, as of the Conversion Date, the principal balance outstanding under the
Kinaros Charter is $11,750,000 with outstanding payment-in-kind interest obligations of
$217,417. See Proof of Claim No. 5-1 9. As of the Conversion Date, OCM Rhine has
not declared any event of default under the Kinaros Charter, however, the Chapter 11
Cases constitute a default under the Kinaros Guaranty.

Kimolos Charter. On June 24, 2020, OCM Maritime Yukon LLC (“OCM
Yukon”) entered into a bareboat charter agreement (“Kimolos Charter”) with
non-Debtor Kimolos II Special Maritime Enterprise for the use of a vessel owned by
OCM Thames named the Kimolos. Pursuant to the Kimolos Charter, Kimolos II Special
Maritime Enterprise was obligated to make payments to OCM Yukon related to the
charter of the Kimolos. The obligations were guaranteed by Eletson Holdings pursuant
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to that certain guaranty executed by Eletson Holdings in favor of OCM Yukon dated
June 24, 2020 (the “Kimolos Guaranty”). Pursuant to the Kimolos Guaranty, Eletson
Holdings guaranteed the full payment for all amounts due under the Kimolos Charter.
According to the Debtors” Schedules, OCM Yukon has a disputed unsecured Claim
against Debtor Eletson Holdings for $12,450,000. See Docket No. 216. According to
OCM Yukon’s Proof of Claim, as of the Conversion Date, the principal balance
outstanding under the Kimolos Charter is $12,450,000 with outstanding payment-in-
kind interest obligations of $203,922. See Proof of Claim No. 6-1 9. As of the
Conversion Date, OCM Yukon has not declared any event of default under the Kimolos
Charter, however, the Chapter 11 Cases constitute a default under the Kimolos
Guaranty.

Fourni Charter. On June 24, 2020, OCM Maritime Autumn LLC (“OCM
Autumn”) entered into a bareboat charter agreement (“Fourni Charter”) with
non-Debtor Fourni Special Maritime Enterprise for the use of a vessel owned by OCM
Autumn named the Fourni. Pursuant to the Fourni Charter, Fourni Special Maritime
Enterprise was obligated to make payments to OCM Autumn related to the charter of
the Fourni. The obligations were guaranteed by Eletson Holdings pursuant to that
certain guaranty executed by Eletson Holdings in favor of OCM Autumn dated June 24,
2020 (the “Fourni Guaranty”). Pursuant to the Fourni Guaranty, Eletson Holdings
guaranteed the full payment for all amounts due under the Fourni Charter. According
to the Debtors’ Schedules, OCM Autumn has a disputed unsecured Claim against
Debtor Eletson Holdings for $12,450,000. See Docket No. 216. According to OCM
Autumn’s Proof of Claim, as of the Conversion Date, the principal balance outstanding
under the Fourni Charter is $12,450,000 with outstanding payment-in-kind interest
obligations of $229,239. See Proof of Claim No. 7-1 9. As of the Conversion Date,
OCM Autumn has not declared any event of default under the Fourni Charter,
however, the Chapter 11 Cases constitute a default under the Fourni Guaranty.

Kastos Charter. On June 24, 2020, OCM Maritime Thames LLC (“OCM
Thames”) entered into a bareboat charter agreement (“Kastos Charter”) with
non-Debtor Kastos Special Maritime Enterprise for the use of a vessel owned by OCM
Thames named the Kastos. Pursuant to the Kastos Charter, Kastos Special Maritime
Enterprise was obligated to make payments to OCM Thames related to the charter of
the Kastos. The obligations were guaranteed by Eletson Holdings pursuant to that
certain guaranty executed by Eletson Holdings in favor of OCM Thames dated June 24,
2020 (the “Kastos Guaranty”). Pursuant to the Kastos Guaranty, Eletson Holdings
guaranteed the full payment for all amounts due under the Kastos Charter. According
to the Debtors’ Schedules, OCM Thames has a disputed unsecured Claim against
Debtor Eletson Holdings for $12,450,000. See Docket No. 216. According to OCM
Thames’ Proof of Claim, as of the Conversion Date, the principal balance outstanding
under the Kastos Charter is $12,450,000 with outstanding payment-in-kind interest
obligations of $229,239. See Proof of Claim No. 8-1 9. As of the Conversion Date,
OCM Thames has not declared any event of default under the Kastos Charter, however,

the Chapter 11 Cases constitute a default under the Kastos Guaranty.

The Debtors’ Schedules list OCM Autumn, OCM Yukon, and OCM
Thames as each having a disputed unsecured Claim against Debtor Eletson Holdings
for $12,450,000, and OCM Rhine as having a disputed unsecured Claim for $11,750,000
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(collectively, the “OCM Guaranty Claimants”). See Docket No. 216. As described
above, although the OCM Guaranty Claimants have not declared an event of default
under their respective charter agreements, each of the OCM Guaranty Claimants filed
protective Proofs of Claims against Eletson Holdings for amounts owed by Eletson
Holdings arising from and in connection with the bareboat charter agreements
explained above (collectively, the “OCM Guaranty Claims”). See Proof of Claim Nos. 5-
8.

4, The Azure Guarantees

On August 24, 2017, Azure Nova Spring Co., Azure Nova Summer Co.,
Azure Nova Autumn Co., and Azure Nova Winter Co. (collectively, “Azure” or the
“Azure Claimants”) entered into bareboat charter agreements (collectively, the
“Charters”) with non-Debtors Antikeros Special Maritime Enterprise, Dhonoussa
Special Maritime Enterprise, Polyaigos Special Maritime Enterprise and Strofades
Special Maritime Enterprise (collectively, the “Azure Charterers”) respectively, for the
use and operation of vessels owned by Azure named the Antikeros, Dhonoussa,
Polyaigos, and Strofades, respectively (collectively, the “Azure Vessels”).

Pursuant to the Charters, the Azure Charterers were obligated to make
payments to Azure related to the charter of the Azure Vessels. The obligations were
guaranteed by Eletson Holdings and Eletson Corp pursuant to those certain guarantees
executed by Eletson Holdings and Eletson Corp in favor of each Azure entity dated
August 24, 2017 (collectively, the “Azure Guarantees”). Pursuant to the Azure
Guarantees, Eletson Holdings guaranteed the full payment for all amounts due under
the Charters. As security for Eletson Holdings” obligations under the Azure
Guarantees, Eletson Holdings executed a share pledge agreement in favor of each
Azure entity pursuant to which the equity of the respective Azure Charterer was placed
as collateral to secure the obligations under the applicable Charter.

In March 2021, the Charters were terminated and the Azure Vessels were
repossessed. As a result of this termination and repossession, two arbitrations were
commenced by Azure, one against the Charterers seeking a determination of any
amounts owed to Azure because of the termination of the Charters and repossession of
the Azure Vessels and a second against Eletson Holdings for any obligations arising
from the Azure Guarantees which are asserted by Azure to be in an amount of no less
than $94,799,702. Eletson Holdings disputes that defaults have occurred, or that
obligations exist under the respective Azure Guarantees.

The Debtors” Schedules list the Azure Claimants as each having disputed
unsecured Claims against Eletson Holdings for $12,000,000. See Docket No. 216. Each
of the Azure Claimants filed a separate Proof of Claim against Eletson Holdings, each
asserting a Secured Claim. However, the full amount listed in each Proof of Claim is
asserted as an unsecured deficiency claim against Eletson Holdings for $94,799,702.40 in
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connection with the Charters (collectively, the “Azure Guaranty Claims”). See Proof of
Claim Nos. 9-12.

5. The Eletson Corp Guarantees

Non-Debtor Eletson Corp is the operational and technical management
entity for various Eletson entities (including various of Eletson Holdings” non-Debtor
subsidiaries). As Eletson Corp’s parent entity, Eletson Holdings guaranteed certain
obligations of Eletson Corp on a number of its unsecured obligations owed towards
various banking entities in Greece, including Aegean Baltic Bank S.A., Alpha Bank S.A.,
and Piraeus Bank A E. (collectively, the “Corp Guaranty Claims”).

The Debtors’ Schedules list Aegean Baltic Bank S.A. as having a disputed
unsecured Claim against Eletson Holdings for $4,000,019. See Docket No. 216.
The Schedules list Piraeus Bank A.E. as having a disputed unsecured Claim against
Eletson Holdings for $16,326,319. See id. Alpha Bank S.A. is also listed as having a
disputed unsecured Claim against Eletson Holdings for $4,302,823. See id.

Aegean Baltic Bank S.A. filed a Proof of Claim against Eletson Holdings
for $6,335,665.08 pursuant to a Eletson Corp guarantee for the unpaid principal of
$5,555,514.40 plus applicable interest, fees, and other charges. See Proof of Claim No. 4.
Hermes Acquisitions B DAC Serviced by Cepal Hellas also filed a Proof of Claim
pursuant to a Eletson Corp guarantee for claims purchased from Alpha Bank S.A.,
totaling $4,302,198.44. See Proof of Claim No. 16. Lastly, Sunrise I NPL Finance DAC
also filed a Proof of Claim against Eletson Holdings pursuant to a Eletson Corp
guarantee for claims purchased from Piraeus Bank A.E., totaling $23,402,504.90.

See Proof of Claim No. 22. The Sunrise I NPL Finance DAC Proof of Claim asserts a
secured claim in the amount of $7,000,000 and an unsecured claim in the amount of
$16,402,504.90. See id."

6. Initial Petitioning Creditors’ Claims

Each of the Initial Petitioning Creditors filed protective Proofs of Claims
against each of the Debtors in the amounts of $2,234,807.36, $357,567.10, and $2,431.10,
respectively, pursuant to the Second Application of the Petitioning Creditors Pursuant to
Section 503(b)(3)(A) and 503(b)(4) of the Bankruptcy Code, for Allowance of Professional Fees,
filed on December 18, 2023 [Docket No. 322]. See Proofs of Claims Nos. 17-19 against
Eletson Holdings; Proofs of Claims Nos. 4-6 against Eletson MI; and Proofs of Claims
Nos. 4-6 against Eletson Finance.

The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “The Debtors disagree with the assertions in the

3 Proof of Claim No. 22 is based on three facility agreements, one of which included a first priority

“prenotation of mortgage under articles 1274 et seq. of the Greek Civil Code, over an office
property...in the amount of up to seven million Euro...the property is estimated to be worth
approximately that amount.” Proof of Claim No. 22 at 5.
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preceding paragraph and the purported validity of any Proof of Claim filed by the
Initial Petitioning Creditors.”

7. Other Claims and Liabilities

The Debtors have other outstanding Claims from amounts owed to
creditors prior to the Petition Date. Such amounts include, among other things,
prepetition Claims by certain individual Old Noteholders (the “Individual Old
Noteholder Claims”), NAF (the “NAF Claims”), Levona (the “Levona Claim”), other
miscellaneous scheduled claims (the “Miscellaneous Scheduled Claims”), and a
prepetition tax Claim filed by the Internal Revenue Service (the “Tax Claim”). The
Individual Old Noteholder Claims, NAF Claims, Levona Claim, and the Miscellaneous
Scheduled Claims are explained in more detail below.

(a)  The Individual Old Noteholder Claims

The Individual Old Noteholder Claims consist of the following and were
not listed on the Schedules as Claims against any of the Debtors:

e Proof of Claim filed by Tracy Lee Gustafson against Eletson Holdings
for bonds purchased in connection with the Old Notes totaling
$117,978. See Proof of Claim No. 1;

e Proof of Claim filed by TR I/ XII/W J. Fleishmnn/Dorette against
Eletson Holdings for bonds purchased in connection with the Old
Notes totaling $107,864.51. See Proof of Claim No. 3; and

e Proof of Claim filed by Middle East Shipping Agencies Overseas, Ltd.
against Eletson Holdings for bonds purchased in connection with the
Old Notes totaling $257,750 plus applicable interest, fees, and other
charges. See Proof of Claim No. 15.

(b)  NAF Claims

The NAF Claims consist of unsecured Claims against each of the Debtors
for approximately $5,155,522. See Proof of Claim No. 13 against Eletson Holdings; Proof
of Claim No. 1 against Eletson MI; and Proof of Claim No. 1 against Eletson Finance.
The NAF Claims are based on amounts owed under the Old Notes and the Old Notes
Trustee’s fees and professional fees that the Old Notes Trustee had paid on behalf of the
Debtors. Id. The Schedules for Eletson Holdings lists the NAF Claim as a disputed
unsecured Claim for $5,155,522 and separately, as a disputed unsecured Claim for
$24,000 on the Eletson Finance Schedule. See Docket Nos. 216, 220.

(c) Levona Claim

The Levona Claim consists of an unsecured Claim for damages in
connection with the facts related to the Arbitration and these Chapter 11 Cases, totaling
$262,500,000, filed against Eletson Holdings. See Proof of Claim No. 21.
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(d)  Miscellaneous Scheduled Claims

Eletson MI's Schedules list Regus Management Group LLC as having a
Claim against Eletson MI for $”741,70” in connection with an office lease. See Docket
No. 218. Eletson Finance’s Schedules list Thompson Hine LLP as having a Claim
against Eletson Finance for $8,225 in connection with the provision of services. See
Docket No. 220.

(e) Tax Claim

The Tax Claim consists of priority Claim in the amount of $313.23 and a
general unsecured Claim in the amount of $319.97, both filed against Eletson Holdings
for estimated amounts of unpaid corporate taxes. See Proof of Claim No. 23-1 filed
against Eletson Holdings.

The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “The Debtors disagree with the asserted validity of
each of the purported claims filed against the Debtors discussed in this subsection,
many of which are subject to objections.”

III. THE BANKRUPTCY CASES

A. The Involuntary Petitions and Related Cases

On the Petition Date, the Initial Petitioning Creditors filed the Involuntary
Petitions against each of the Debtors. They were later joined by 11 additional
petitioning creditors, including the Exchange Notes Trustee.'* See Docket No. 102.

On April 14, the Debtors moved to dismiss the Involuntary Petitions
[Docket No. 40], which was later supplemented at various points in response to
additional creditors that filed joinders to the Involuntary Petitions [Docket Nos. 70, 108,
121, 122] (as supplemented, the “Motion to Dismiss”). Over the next few months, the
Debtors and their creditors engaged in months of litigation, including discovery and
related motion practice, resulting in millions of dollars in administrative expenses by
the Debtors and fees and expenses incurred by their creditors in pursuing their
contractual rights to repayment from the Debtors.

The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “The Debtors disagree with the assertions in the
preceding paragraph. In the Debtors’ view, Pach Shemen, the largest holder of

" The full list of creditors that filed the Involuntary Petitions and/or joined them are: Pach Shemen
LLC, VR Global Partners, L.P., Alpine Partners (BVI), L.P., Gene B. Goldstein, Gene B. Goldstein, In
His Capacity as Trustee of the Gene B. Goldstein and Francine T. Goldstein Family Trust, Mark
Millet, In His Capacity as Trustee of the Mark E. Millet Living Trust, Mark Millet, In His Capacity as
Trustee of the Millet 2016 Irrevocable Trust, Robert Latter, Tracy Lee Gustafson, Jason Chamness, Ron
Pike, and NAF. Watson Farley & Williams LLP and Paleokrassas & Partners Law Firm (trading as
Watson Farley & Williams Greece) (together, “WFW’) former counsel to the Debtors, joined the
Involuntary Petitions [Docket No. 61] but later withdrew after the Debtors paid WFW an undisclosed
amount [Docket No. 101].
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Exchange Notes of the Initial Petitioning Creditors, obtained its claims against the
Debtors mere months before filing the Involuntary Petitions. The Debtors believe that
these claims were obtained in violation of the terms of the Second RSA and OCM
Financing Stipulation, and that the filing of the Involuntary Petitions was an improper
action taken in bad faith as part of a coordinated effort to harm the Debtors and provide
a litigation advantage to Levona in the Arbitration. The Debtors have reserved all
rights regarding the impropriety of the Involuntary Petitions.”

Prior to the hearing on the Motion to Dismiss, upon the request of the
Debtors, the Petitioning Creditors and the Exchange Notes Trustee, the Bankruptcy
Court entered the Order Appointing Hon. Allan L. Gropper (Ret.) as Mediator [Docket No.
148] directing the parties towards a non-binding mediation (the “Initial Mediation”) to
address the issues surrounding the Motion to Dismiss. The Initial Mediation did not
lead to any resolution. Just one day prior to the hearing on the Motion to Dismiss, the
Debtors, the Petitioning Creditors, and the Exchange Notes Trustee entered into a
stipulation which was read into the record on September 6, 2023 (the “Conversion
Stipulation”). Pursuant to the Conversion Stipulation, the Debtors agreed to withdraw
their Motion to Dismiss and voluntarily convert the pending Chapter 7 cases to cases
under Chapter 11, and the Petitioning Creditors agreed not to object to the voluntary
conversion. In addition, pursuant to the Conversion Stipulation, the Debtors, the
Exchange Notes Trustee, and the Petitioning Creditors agreed to, among other things,
the following: (i) the Petitioning Creditors and the Exchange Notes Trustee would not
file a motion to appoint an examiner, trustee, or limit exclusivity during the first 120
days of the Chapter 11 Cases; (ii) the Debtors agreed to withdraw adversary proceeding
Case No. 23-1132 related to the filing of the Involuntary Petitions, without prejudice,
and agreed not to reinitiate such a proceeding for the longer of four months or the end
of the confirmation and vacatur proceedings concerning the Award; (iii) the Debtors’
and Petitioning Creditors’ professionals agreed not object to other professionals seeking
retention as estate professionals; (iv) the Debtors’ agreed not to object to a substantial
contribution motion brought by the Petitioning Creditors seeking up to $1.5 million,
with the express agreement that the Petitioning Creditors could seek additional
amounts exceeding that sum; and (v) the Petitioning Creditors agreed not to object to or
assert rights of recovery against the pre-petition fees sought by the Debtors’” counsel of
up to $2 million. See Sept. 6, Tr. at 9. Finally, the Conversion Stipulation was entered
into without prejudice to all causes of action, claims, or defenses that the parties might
thereafter assert, including, without limitation, the Debtors' rights to object to claims
brought in the Chapter 11 Cases. Id.

On September 13, 2023, the Debtors filed a motion to convert the Chapter
7 cases [Docket No. 201], to which the Petitioning Creditors responded that a motion
was unnecessary, and the cases should be converted immediately [Docket No. 203].
Following a hearing held on September 20, 2023, on September 25, 2023 the Bankruptcy
Court entered an order converting the Chapter 7 cases to cases under Chapter 11 of the
Bankruptcy Code [Docket No. 215] (the “Conversion Order”).

B. Events in the Chapter 11 Cases

Since the entry of the Conversion Order, the Debtors did not file any first
day motions. The limited filings made by the Debtors, as well as certain other material
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events in these Chapter 11 Cases, are described in greater detail below.

The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “The Debtors disagree with the characterization of
the Debtors' filings in the preceding paragraph. The Debtors assert that the Debtors are
holding companies without any ongoing operations, employees or bank accounts, and
as such had no need to file any typical first day motions. Further, the Debtors state that
the background and history of the Debtors as well as information regarding the
Debtors’ corporate structure was heavily litigated and discussed in the filings made
prior to entry of the Conversion Order.”

1. Appointment of Creditors’ Committee

On October 20, 2023, the Office of the United States Trustee for the
Southern District of New York (the “U.S. Trustee”) appointed an official committee of
unsecured creditors [Docket No. 233] (the “Creditors’ Committee”). The Creditors’
Committee is comprised of the following creditors: (a) Gene B. Goldstein, (b) Aegean
Baltic Bank S.A., and (c) the Exchange Notes Trustee. The Old Notes Trustee serves as
an ex officio member.

2. Estate Professionals

Pursuant to orders of the Bankruptcy Court, the Debtors and the
Creditors” Committee have retained certain professionals pursuant to sections 327 and
328 of the Bankruptcy Code (collectively, the “Estate Professionals”). The Debtors’ only
Estate Professional is Reed Smith LLP, as counsel [Docket Nos. 235 and 350]; the
Creditors’” Committee’s Estate Professionals are (a) Dechert LLP, as counsel [Docket
Nos. 273 and 351] and (b) FTI Consulting, Inc., as financial advisor [Docket Nos. 349
and 375].

By order dated February 7, 2024 [Docket No. 398] (the “Interim Comp
Order”), the Bankruptcy Court established procedures for the Debtors” payment of
certain of the fees and expenses of the Estate Professionals during the pendency of these
Chapter 11 Cases, including pursuant to the filing of monthly fee statements and
periodic interim fee applications. As of the date hereof, the following monthly fee
statements have been filed:

e First Monthly Fee Statement of Dechert LLP for the Period From October 25,
2023 Through November 30, 2023 [Docket No. 399] (“Dechert’s First Fee

Statement”) seeking reimbursement of fees and expenses totaling
$ 743,688.18;

e Second Monthly Fee Statement of Dechert LLP for the Period From December
1, 2023 Through December 31, 2023 [Docket No. 400] (“Dechert’s Second
Fee Statement”) seeking reimbursement of fees and expenses totaling

$586,096.76;

o Third Monthly Fee Statement of Dechert LLP for the Period From January 1,
2024 Through January 31, 2024 [Docket No. 433] (“Dechert’s Third Fee
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Statement”) seeking reimbursement of fees and expenses totaling
$628,770.91;

o Fourth Monthly Fee Statement of Dechert LLP for the Period From February
1, 2024 Through February 29, 2024 [Docket No. 529] (“Dechert’s Fourth

Fee Statement”) seeking reimbursement of fees and expenses totaling
$776,042.06;

e Fifth Monthly Fee Statement of Dechert LLP for the Period From March 1,
2024 Through March 31, 2024 [Docket No. 609] (“Dechert’s Fifth Fee

Statement”) seeking reimbursement of fees and expenses totaling
$1,010,965.52;

e Sixth Monthly Fee Statement of Dechert LLP for the Period from April 1,
2024 Through April 30, 2024 [Docket No. 703] (“Dechert’s Sixth Fee
Statement” and together with Dechert’s First Fee Statement, Dechert’s
Second Fee Statement, Dechert’s Third Fee Statement, Dechert’s Fourth
Fee Statement, and Dechert’s Fifth Fee Statement, the “Dechert Fee
Statements”) seeking reimbursement of fees and expenses totaling
$1,083,448.33;

o First Monthly Fee Statement of FTI Consulting, Inc. for the Period From
December 8, 2023 Through December 31, 2023 [Docket No. 401] (“FTI's

First Fee Statement”) seeking reimbursement of fees and expenses
totaling $233,115.77;

e Second Monthly Fee Statement of FTI Consulting, Inc. for the Period From
January 1, 2024 Through January 31, 2024 [Docket No. 434] (“FTI's
Second Fee Statement”) seeking reimbursement of fees and expenses
totaling $600,417.73;

o Third Monthly Fee Statement of FTI Consulting, Inc., for the Period From
February 1, 2024 Through February 29, 2024 [Docket No. 530] (“FIT’s
Third Fee Statement”) seeking reimbursement of fees and expenses
totaling $334,953.94;

e Fourth Monthly Fee Statement of FTI Consulting, Inc., for the Period From
March 1, 2024 Through March 31, 2024 [Docket No. 610] (“FTI's Fourth

Fee Statement”) seeking reimbursement of fees and expenses totaling
$407,858.63;

o Fifth Monthly Fee Statement of FTI Consulting, Inc. for the Period From
April 1, 2024 Through April 30, 2024 [Docket No. 704] (“FTT’s Fifth Fee
Statement” and together with FTT’s First Fee Statement, FTT's Second
Fee Statement, FTT's Third Fee Statement, and FTT's Fourth Fee
Statement, the “FTI Fee Statements”) seeking reimbursement of fees
and expenses totaling $815,339.24;
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e First Monthly Fee Statement of Reed Smith LLP, for the Period From January
1, 2024 Through January 31, 2024 [Docket No. 537] (“Reed Smith’s First
Fee Statement”) seeking reimbursement of fees and expenses totaling
$957,875.36;

e Second Monthly Fee Statement of Reed Smith LLP, for the Period From
February 1, 2024 Through February 29, 2024 [Docket No. 541] (“Reed
Smith’s Second Fee Statement”) seeking reimbursement of fees and
expenses totaling $929,877.18;

o Third Monthly Fee Statement of Reed Smith LLP, for the Period From March
1, 2024 Through March 31, 2024 [Docket No. 618] (“Reed Smith’s Third

Fee Statement”) seeking reimbursement of fees and expenses totaling
$2,004,475.75; and

e Fourth Monthly Fee Statement of Reed Smith LLP, for the Period from April
1, 2024 Through April 30, 2024 [Docket No. 702] (“Reed Smith’s Fourth
Fee Statement” and together with Reed Smith’s First Fee Statement,
Reed Smith’s Second Fee Statement, and Reed Smith’s Third Fee
Statement, the “Reed Smith Fee Statements”) seeking reimbursement
of fees and expenses totaling $2,177,149.39.

As of the date hereof, the Debtors filed objections to the Dechert Fee
Statements and the FTI Fee Statements. See Docket Nos. 431, 432, 464, 465, 563, 564, 633
634, 737, and 738. The Petitioning Creditors filed objections to the Reed Smith Fee
Statements. See Docket Nos. 578, 659, and 729. The Creditors’ Committee also filed
objections to the Reed Smith Fee Statements. See Docket Nos. 577, 588, 660, and 731.

Pursuant to the Interim Comp Order, as of the date hereof, the following
interim fee applications have been filed:

e First Interim Fee Application for Dechert LLP for the Period from October 25,
2023 Through December 31, 2023 [Docket No. 417] (“Dechert’s First
Interim Fee Application”) seeking interim allowance of fees and
expenses totaling $1,329,784.94;

o First Interim Fee Application of FTI Consulting, Inc. for the Period From
December 8, 2023 Through December 31, 2023 [Docket No. 418] (“FTII's
First Interim Fee Application”) seeking interim allowance of fees and
expenses totaling $233,115.77;
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e First Interim Fee Application of Reed Smith LLP, Counsel to the Debtors for
the Period From September 25, 2023 Through December 31, 2023 [Docket
No. 444] (“Reed Smith’s First Interim Fee Application”) seeking
interim allowance and payment of fees and expenses totaling
$2,527,171.78; and

e Second Interim Fee Application of Reed Smith LLP, Counsel to the Debtors
and Debtors in Possession, for Compensation and Reimbursement of Expenses
for the Period January 1, 2024 to April 30, 2024 [Docket No. 776] (“Reed
Smith’s Second Interim Fee Application”) seeking interim allowance
and payment of fees and expenses totaling $6,069,386.60.

e Second Interim Fee Application of Dechert LLP for Compensation for Services
Rendered and Reimbursement of Expenses as Counsel to the Official
Committee of Unsecured Creditors for the Period From January 1, 2024
Through April 30, 2024 [Docket No. 788] (“Dechert’s Second Interim Fee
Application”) seeking interim allowance and payment of fees and
expenses totaling $3,471,835.00.

e Second Interim Fee Application of FTI Consulting, Inc. for Allowance of
Compensation and Reimbursement of Expenses as Financial Advisor to the
Official Committee of Unsecured Creditors for the Period from January 1,
2024 through April 30, 2024 [Docket No. 789] (“EFTI's Second Interim Fee
Application”) seeking interim allowance of fees and expenses totaling
$1,939,040.00.

As of the date hereof, the Debtors objected to Dechert’s First Interim Fee
Application and to FTI’s First Interim Fee Application. See Docket Nos. 485 and 486.
On March 14, 2024, the Petitioning Creditors and the Creditors” Committee objected to
Reed Smith’s First Interim Fee Application. See Docket Nos. 484 and 487. On March 18,
2024, the U.S. Trustee objected to Dechert’s First Interim Fee Application and to FTI's
First Interim Fee Application. See Docket No. 492. On April 12, 2024, the Debtors filed
an omnibus reply in support Reed Smith’s First Interim Fee Application, and the
Creditors’ Committee filed replies in support of Dechert’s First Interim Fee Application
and FTI’s First Interim Fee Application. See Docket Nos. 583, 585, 586.

Following a hearing held on May 8, 2024, on May 14, 2024, the Bankruptcy
Court entered a first interim order granting 80% of the fees in Dechert’s First Interim
Fee Application, FTI's First Interim Fee Application, and the “bankruptcy” fees set forth
in Reed Smith’s First Interim Fee Application subject to a full reservation of rights for
the final fee hearing. [Docket No. 676]. Also, on May 8, 2024, the Bankruptcy Court
heard argument, and reserved decision, on Reed Smith’s “arbitration” fees. On June 7,
2024, the Bankruptcy Court issued an oral decision approving Reed Smith'’s fees
relating to the Arbitration, and on June 12, 2024, entered an order requiring that such
fees be paid by non-Debtor Eletson Corp [Docket No. 769].

A hearing on Reed Smith’s Second Interim Fee Application, Dechert’s
Second Interim Fee Application, and FTT's Second Interim Fee Application is scheduled
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for July 31, 2024, and objections are due on July 24, 2024. See Docket Nos. 776, 789, 788.

3. Issues with the Debtors’ Reporting Obligations

(a)  Schedules and Statements

Although the Conversion Date occurred on September 25, 2023, the
Debtors failed to make any filings until October 10, 2023, when the Debtors filed the
Original Schedules. See Docket Nos. 216-221. The Original Schedules were bereft of
any detail, listing, for example, 73 subsidiaries each valued at $0, as well as the
unvalued Litigation Claims against certain of the Petitioning Creditors. See Docket
Nos. 2016 at 10-11 and 217 at 1-4, 11-27. It was not until December 29, 2023, over two
months later—after the U.S. Trustee, the Creditors” Committee, and the Petitioning
Creditors questioned those disclosures—that the Debtors filed the Amended Schedules,
reducing the number of their disclosed subsidiaries to 60, but increasing the aggregate
equity value in such subsidiaries from $0 to $52.5 million. See Docket No. 340 at 9-11.

(b)  2015.3 Reports

The Debtors did not file any Rule 2015.3 Reports (the “2015.3 Reports”)
until November 20, 2023, which was weeks late, and did so for only ten of their
subsidiaries. See Docket No. 271.%% Further, the Debtors initially failed to disclose a
2015.3 Report for Eletson Gas and, only after the U.S. Trustee demanded the Debtors do
so, the Debtors filed a 2015.3 Report for Eletson Gas on November 30, 2023. See Docket
No. 284 at 3. The Debtors did not file 2015.3 Reports for the remaining dozens of other
subsidiaries until December 29, 2023. See Docket No. 341.

On February 12, 2024, the Debtors filed their second set of 2015.3 Reports.
See Docket No. 409.

(c)  Monthly Operating Reports

The Debtors have filed their monthly operating reports for the periods
ending 9/30/2023, 10/31/2023, 11/30/2023, 12/31/2023, 1/31/2024, 2/29/2024,
3/31/2024, and 4/30/2024. [Docket Nos. 268-270, 276-277, 280, 325-327, 427-429,
508-510, 603-605, and 706-708] (the “Monthly Operating Reports”). The Monthly
Operating Reports fail to disclose intercompany balances. Certain of the Monthly
Operating Reports also contain various inaccuracies, including stating that the Debtors

5 Bankruptcy Rule 2015.3 requires, among other things, that the Debtors file “periodic financial reports

of the value, operations, and profitability of each entity that is not a publicly traded corporation or a
debtor in a case under title 11, and in which the estate holders a substantial or controlling interest.”
Bankruptcy Rule 2015.3(a).
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had not retained counsel (which they had, see supra B.2) and that the Debtors had not
filed a chapter 11 plan or disclosure statement (which they had at the time, see infra C.1).

The Debtors’ Monthly Operating Reports also state that the Debtors are
not in compliance with their obligations to pay quarterly U.S. Trustee fees pursuant to
28 U.S.C. §1930.

The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “The Debtors disagree with the allegations and
characterizations of the Debtors’ reporting obligations in these Chapter 11 Cases. The
Debtors assert that as a threshold matter, the Debtors are current on all reporting
obligations as noted by the Bankruptcy Court, and these filing contain accurate
information to the best of the Debtors' knowledge. As previously stated, the Debtors
have never taken the position that the Debtors have no assets, and filed “$0” on the
Debtors' Schedules as the Debtors' assets were illiquid and of an undetermined value.
The Debtors assert that the Debtors have disclosed all information required under the
Bankruptcy Code and have repeatedly supplemented filings upon the request of parties
in interest.”

4. The Bar Date and Claims Process

(a) Bar Date and Claims

By order dated November 9, 2023 [Docket No. 264] (the “Bar Date
Order”), the Bankruptcy Court established December 18, 2023 at 4:00 p.m. (prevailing
Eastern Time) as the general bar date (the “General Bar Date”) and March 25, 2024 at
4:00 p.m. (prevailing Eastern Time) as the governmental bar date (the “Governmental
Bar Date”).

As of the date hereof, approximately thirty-seven (37) Proofs of Claims
were filed against the Debtors. After adjustments for duplicative Claims and other
adjustments, the Petitioning Creditors estimate that Allowed General Unsecured Claims
in these Chapter 11 Cases may range from approximately $505 million in a low scenario
to $768 million in a high scenario. The low scenario of $505 million assumes allowance
of the asserted amounts of the proofs of claims filed by the Old Notes Trustee
($5,953,704.07) [see Proof of Claim No. 2-1], the Exchange Notes Trustee ($366,011,815)
[see Proof of Claim No. 14], the Azure Claimants ($94,799,702.40) [see Proof of Claim
Nos. 9-12], Aegean Baltic Bank S.A., Alpha Bank S.A., and Piraeus Bank A.E, as the
Eletson Corp Guarantee Claimants ($6,353,665.08, $4,302,198.44, and $23,402,504.90) [see
Proof of Claims Nos. 4, 16, and 22], and NAF ($5,155,522) [see Proof of Claim No. 13])
but does not include the Levona Claim ($262,500,000) [see Proof of Claim No. 21-1]. The
high scenario assumes all of these claims are allowed as well as the Levona Claim for a
total of approximately $768 million. The actual allowed amount of General Unsecured
Claims in these Chapter 11 Cases may vary.

The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “The Debtors disagree with the assertions in the
previous paragraph to the extent that the Petitioning Creditors assert that any of the
Claims asserted against the Debtors, other than those undisputed non-contingent
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Claims scheduled by the Debtors, are valid claims entitled to payment in any amount or
are otherwise enforceable against the Debtors and/ or their estates. The Debtors believe
that the estimates provided by the Petitioning Creditors above are incorrect and the
actual range of allowed claims against the Debtors and their estates will be significantly
lower.”

(b) Claims Objections

On January 28, 2024, the Debtors filed several objections and omnibus
objections to Proofs of Claims. Specifically, the Debtors objected to the Proofs of Claims
filed by the Initial Petitioning Creditors [Docket No. 377] (the “Initial Petitioning
Creditors’ Claim Objection”), Levona [Docket No. 378] (the “Levona Claim Objection”),
NAF [Docket No. 379] (the “NAF Claim Objection”), and the Exchange Notes Trustee
[Docket No. 380] (the “Exchange Notes Trustee Claim Objection”), as well as an
omnibus objection to claims filed by the Individual Old Noteholders and the Old Notes
Trustee, arguing that they are duplicative of the master Proofs of Claims filed by the
Old Notes Trustee [Docket No. 376] (the “Omnibus Claim Objection” and collectively,
with the Initial Petitioning Creditors’ Claim Objection, the Levona Claim Objection, the
NAF Claim Objection, and the Exchange Notes Trustee Claim Objection, the “Claims

Objections”).

At the Debtors’ request, on February 12, 2024, the Bankruptcy Court
approved an adjournment of all briefing and hearing dates and deadlines with respect
to the Claims Objections pending further discussion at the February 27 Status
Conference (as defined below). See Docket No. 405 (the “Adjournment Order”). A
status conference on the Initial Petitioning Creditors” Claim Objection, the NAF Claim
Objection, the Exchange Notes Trustee Claim Objection, and the Omnibus Claim
Objection took place at a hearing on May 15, 2024 (the “May 15 Hearing”), along with
the additional matters discussed herein. See Docket No. 635. A continued status
conference on the Initial Petitioning Creditors” Claim Objection, the NAF Claim
Objection, the Exchange Notes Trustee Claim Objection, and the Omnibus Claim
Objection is scheduled for June 18, 2024 (the “June 18 Hearing”). See Docket No. 710.
The Bankruptcy Court scheduled an evidentiary hearing on the Initial Petitioning
Creditors” Claim Objection, the NAF Claim Objection, the Exchange Notes Trustee
Claim Objection, and the Omnibus Claim Objection for July 23, 2024 and if necessary,
July 24, 2024. See Docket No. 735.

The Objection Deadline on Omnibus Claim Objection, the Initial
Petitioning Creditors’ Claim Objection, the NAF Claim Objection, and the Exchange
Notes Trustee Claim Objection was May 7, 2024 [Docket No. 635], and the following
responses were filed: the Old Notes Trustee filed a response to the Omnibus Claim
Objection [Docket No. 637], the Exchange Notes Trustee filed a response to the
Exchange Notes Trustee Claim Objection [Docket No. 639], which was joined by the
Petitioning Creditors [Docket No. 645], the Initial Petitioning Creditors filed a response
to the Initial Petitioning Creditors’ Claim Objection [Docket No. 643], and NAF filed a
response to the NAF Claim Objection [Docket No. 644].

At the May 31 Status Conference, the Bankruptcy Court adjourned the
Levona Claim Objection to a date to be determined.
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5. The Motions for Appointment of a Chapter 11 Trustee

(a) The UCC Trustee Motion

On February 6, 2024, the Creditors’ Committee filed a motion for the
appointment of a chapter 11 trustee [Docket No. 394] (the “UCC Trustee Motion”),
which was joined by: (i) the Old Notes Trustee on February 12, 2024 [Docket No. 404];
(ii) the Exchange Notes Trustee on February 15, 2024 [Docket No. 420]; and (iii) the
Petitioning Creditors on March 12, 2024 [Docket No. 477]. On March 12, 2024, Intrum
Hellas Societe Anonyme Management of Receivables from Loans and Credits as the
servicing claims manager for SUNRISE I NPL FINANCE DAC, filed a statement in
support of the UCC Trustee Motion [Docket No. 476].

Pursuant to the Adjournment Order, the Bankruptcy Court adjourned all
briefing and hearing dates and deadlines with respect to the UCC Trustee Motion
pending further discussion at the February 27 Status Conference. At the February 27
Status Conference, the Bankruptcy Court scheduled the UCC Trustee Motion, among
others, for a three-day trial that occurred on April 9, 2024 through April 11, 2024 (the
“April 9 Trial”), and directed the parties to submit a Scheduling Order (as defined
below). On March 22, 2024, the Debtors filed an omnibus objection to the Petitioning
Creditors’ Trustee Motion (as defined below) and the UCC Trustee Motion [Docket No.
513] (the “Omnibus Objection”). On March 22, 2024, the Nominees also filed an
omnibus objection to the UCC Trustee Motion, the UST Trustee Motion (as defined
below), and the Petitioning Creditors” Trustee Motion [Docket No. 518] (the “Nominees’
Omnibus Objection”). On April 2, 2024, the Creditors’ Committee filed a reply in
support of the UCC Trustee Motion. See Docket No. 549. On April 2, 2024, the
Petitioning Creditors filed a reply in support of the Trustee Motions (as defined below).
See Docket No. 547.

(b)  The UST Trustee Motion

On February 16, 2024, the U.S. Trustee filed a second motion for the
appointment of a chapter 11 trustee [Docket No. 424] (the “UST Trustee Motion”),
which was joined by the Petitioning Creditors on March 12, 2024 [Docket No. 477].

At the February 27 Status Conference, the Bankruptcy Court scheduled
the UST Trustee Motion for the April 9 Trial. In accordance with the Scheduling Order,
on March 22, 2024, the Debtors filed an objection to the UST Trustee Motion and the
Nominees filed the Nominees” Omnibus Objection. See Docket Nos. 512 and 518. On
April 2, 2024, the U.S. Trustee filed a reply in support of the UST Trustee Motion. See
Docket No. 544. On April 2, 2024, the Petitioning Creditors filed a reply in support of
the Trustee Motions. See Docket No. 547.

(c) Petitioning Creditors’ Emergency Trustee Motion

On March 11, 2024, the Petitioning Creditors filed the Petitioning Creditors’
Emergency Motion to Appoint a Trustee [Docket No. 468] (the “Petitioning Creditors’
Trustee Motion” and, together with the UCC Trustee Motion, and the UST Trustee
Motion, the “Trustee Motions”), which was also heard at the April 9 Trial. See Docket
Nos. 480 and 481. On March 22, 2024, the Debtors filed the Omnibus Objection and the
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Nominees filed the Nominees’ Omnibus Objection. See Docket Nos. 513 and 518. On
April 2, 2024, the Petitioning Creditors filed a reply in support of the Trustee Motions.
See Docket No. 547.

6. April 9 Trial

The April 9 Trial on the Trustee Motions began on April 9, 2024 and
concluded on April 11, 2024. On April 18, 2024, the Debtors’, the Nominees, the U.S.
Trustee, the Creditors’” Committee, and the Petitioning Creditors each filed post-trial
briefs in further support of their respective positions. See Docket Nos. 594-598.

On May 29, 2024, the Bankruptcy Court issued a memorandum opinion
and order [Docket No. 721] (the “Trustee Decision”) denying the Trustee Motions and
finding that the various movants had not met the high burden of demonstrating (i) that
cause existed for the appointment of a trustee and (ii) that the appointment of a trustee
was in the best interests of parties in interest.

On June 12, 2024, the Creditors’ Committee appealed the Trustee Decision
to the U.S. District Court for the Southern District of New York. See Docket No. 768.

7. DIP Financing

At the February 27 Status Conference, counsel to the Creditors’
Committee raised the issue that the Debtors had not paid the undisputed portion of the
Creditors” Committee’s professionals’ fees (the “Outstanding Fees”). After further
discussion at the February 27 Status Conference, the Bankruptcy Court directed the
parties to provide an update to the Bankruptcy Court by February 29, 2024. On
February 29, 2024, the Debtors filed a letter [Docket No. 443] stating that the Debtors
intended to pursue Bankruptcy Court approval for a debtor-in-possession financing
loan with undisclosed terms as of that time from a non-Debtor subsidiary, Eletson Gas,
to pay the Outstanding Fees.

At a status conference on March 6, 2024, the parties discussed the
foregoing fee issues, among other things, and the Bankruptcy Court directed the
Debtors to share their proposed debtor-in-possession financing term sheet with the
parties, and update the Bankruptcy Court by end of day on Friday, March 8, 2024. On
Thursday, March 7, 2024, counsel for the Debtors provided counsel for the Creditors’
Committee (and not the Petitioning Creditors) with a copy of a proposed term sheet for
the Original DIP Facility (as defined below) mere hours before it was filed on the
docket.

On March 7, 2024, the Debtors filed the Debtors” Motion for Entry of Interim
and Final Orders (A) Authorizing the Debtors to Obtain Postpetition Financing (B) Granting
Liens and Providing Superiority Administrative Expense Status (C) Modifying the Automatic
Stay, (D) Scheduling a Final Hearing and (E) Granting Related Relief [Docket No. 458] (the
“DIP Motion”) for approval of a senior secured, superpriority debtor-in-possession
financing facility (the “Original DIP Facility”) on the terms set forth in the Original DIP
term sheet, attached to the DIP Motion as Exhibit C (the “Original DIP Term Sheet”).
The proposed lender is “EMC Gas Corporation and such other of its affiliates that agree
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to participate in the DIP Facility” (the “DIP Lender”)—a subsidiary of Eletson Gas,
which is itself a subsidiary of Eletson Holdings. Eletson Holdings owns 100% of the
common stock of Eletson Gas and there is substantial overlap among their officers and
directors.

On March 8, 2024, the Petitioning Creditors submitted a financing
proposal to counsel for the Debtors that the Petitioning Creditors believed was
significantly better for the Debtors and their estates (the “PC Proposal”) than that set
forth in the Original DIP Term Sheet.'* Among other things, the PC Proposal is on an
entirely unsecured and administrative claims-only (not superpriority) basis and provides
substantially more liquidity ($10 million) for the Debtors than the grossly inadequate $4
million under the Original DIP Facility. The PC Proposal would also not result in a
default if and when the Bankruptcy Court grants the pending Trustee Motions and, in
the case of a default, would not permit the lender to foreclose on the Debtors’ assets (as
there is no collateral).

After the Petitioning Creditors delivered the PC Proposal to the Debtors,
on March 15, 2024, the Debtors received a revised term sheet from the DIP Lender that
was “economically identical” to the PC Proposal (the “Revised DIP Term Sheet”), which
the Debtors “tentatively accepted.” Docket No. 513, I 45. As of the date hereof, the
Revised DIP Term Sheet has not been filed with the Bankruptcy Court.

The Omnibus Objection provides that the Debtors’ need for DIP financing
was “resolved in the short term” and on March 17, 2024, the Debtors informed the
Bankruptcy Court that they “were given consent by the financiers of the [special
maritime entity subsidiaries (“SMEs”)] to permit some portion of the funds held by the
SME:s to be made available to [Eletson] Holdings as a dividend.” Id. This “provided the
Debtors with the requisite liquidity to immediately pay all outstanding and payable
administrative expenses” including the Outstanding Fees. Id. The Omnibus Objection
further provides that on March 18, 2024, counsel to the Creditors’ Committee confirmed
receipt of payment of the Outstanding Fees. Id.

On March 18, 2024, the Debtors adjourned the DIP Motion to the April 9
Trial. See Docket No. 494. The Omnibus Objection provides that the “Debtors are still
evaluating whether they are still in need of the DIP Facility.” Docket No. 513, ] 45. As
of the date hereof, the U.S. Trustee objected to the DIP Motion.”” See Docket No. 482.
On March 28, 2024, the Debtors adjourned the DIP Motion to April 16, 2024. See Docket
No. 539. On April 10, 2024, the Debtors adjourned the DIP Motion to May 8, 2024. See
Docket No. 572. On April 26, 2024, the Debtors adjourned the DIP Motion to June 18,
2024. See Docket No. 619. On June 7, 2024, the Debtors withdrew the DIP Motion
without prejudice. See Docket No. 758.

¢ The PC Proposal is attached to the Petitioning Creditors’ Trustee Motion as Exhibit B.

17" The Omnibus Objection provides that on “March 18, 2024 the [U.S. Trustee] stated that they had no
objection to the DIP Facility and deferred to the Debtors’ business judgment on the selection of
unsecured postpetition facilities.” Docket No. 513, { 45.

29



23-10322-jpm Doc 802 Filed 06/17/24 Entered 06/17/24 22:18:20 Main Document
Pg 41 of 340

8. Vessel Arrest

On May 2, 2024, the Creditors’ Committee filed a letter (the “May 2
Letter”), informing the Bankruptcy Court that one of the vessels owned by the SMEs,
which are wholly owned subsidiaries of Eletson Holdings may have been arrested (the
“Vessel Arrest”). See Docket No. 630. The May 2 Letter provides that the Debtors did
not inform the Creditors’ Committee or the Bankruptcy Court of the Vessel Arrest until
the Creditors” Committee and the Petitioning Creditors asked the Debtors. See id. (“[the
Debtors confirmed that the vessel had been arrested in Freeport, Bahamas on April 25
and provided some information concerning the arrest.”).

On May 3, 2024, the Debtors filed a response to the May 2 Letter (the
“May 3 Letter”). See Docket No. 631. The May 3 Letter describes and attaches the
information the Debtors provided to the Creditors” Committee regarding the Vessel
Arrest, and states that the Debtors do not expect to suffer any damages as a result,
among other things. Id. The May 3 Letter also provides that the claim that led to the
Vessel Arrest was made by a former charterer, who is also the current charterer of two
other SMEs. Id.

At a hearing held on other matters on May 8, 2024, the parties provided a
further update on the Vessel Arrest and explained that the Vessel Arrest was only lifted
after that former charterer paid into court its charter hire payments that it would
otherwise have made for the two other SMEs. As a result of those payments, those two
SMEs will not produce any earnings to Eletson Holdings for a month. The Debtors
informed the Bankruptcy Court that they would continue to provide information about
the impact of the Vessel Arrest.

The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “The Debtors disagree with the characterizations of
the arrest and Debtors' communication with the Creditors’ Committee. The Debtors
assert that Counsel for Debtors was in contact with the Creditors’ Committee regarding
the vessel arrest on April 29, 2024, and provided updated and detailed reports from the
officers of the Bareboat Charterer detailing the facts and circumstances concerning the
arrest. The Debtors assert that the arrest did not relate to the performance of the
vessel’s voyage or carriage of cargo onboard. Instead, the Debtors assert that the arrest
was brought by a previous charter of the vessel to obtain security for an old claim
against the SME related to purported consequential delay damage related to the transit
of the vessel through the Panama Canal in May 2023. The Debtors state that the arrest
was dealt with swiftly and efficiently, without causing delay.”

C. The Debtors’ Plan and Related Negotiations

1. The Debtors’ Unconfirmable, Insider “New Value” Plan

Per the Conversion Stipulation, the Petitioning Creditors agreed, among
other things, not to oppose or seek to terminate the Debtors” exclusive right to file a
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chapter 11 plan for the first 120 days after the Conversion Date.’® In the Petitioning
Creditors” opinion, during the 120 days post-conversion, the Debtors did nothing to
progress these Chapter 11 Cases in good faith. The Debtors did not reach out to the
Petitioning Creditors to discuss any form of consensual resolution of the Debtors’
obligations, much less discuss a plan during the 120-day exclusivity period. The
Petitioning Creditors understand that Debtors also refused to engage with the
Creditors’” Committee, even after instructed by the Bankruptcy Court to do so.

On January 23, 2024—the very last day of the Debtors’ exclusivity
period—the Debtors filed a proposed chapter 11 plan of reorganization [Docket
No. 370] (the “Debtors’ Initial Plan”) and a related disclosure statement [Docket No.
371] (the “Debtors’ Initial Disclosure Statement”).

Under the Debtors’ Initial Plan, creditors will receive almost no recoveries,
while the Debtors’ existing shareholders will retain their equity interests in Eletson
Holdings despite the Debtors proposing to provide creditors almost no recoveries. The
Debtors propose to fund their plan with an up to $10 million contribution by their
existing shareholders in an undisclosed amount of cash and/or other assets (the “Initial
Shareholder New Value Contribution”), which proposed funding was not subject to a
market test or made available to any parties other than the Debtors’ insiders.

On April 8, 2024—the eve of the April 9 Trial on the Trustee Motions, the
Debtors filed an amended version of the Debtors’ Initial Plan [Docket No. 570] (the
“Debtors’” Amended Plan”).

The Petitioning Creditors’ believe that neither the Debtors’ Initial Plan nor
the Debtors’” Amended Plan was proposed in good faith. It is the Petitioning Creditors’
view that the Debtors’ Amended Plan is unconfirmable for at least four reasons. First,
the Debtors’” Amended Plan violates the absolute priority rule and bedrock bankruptcy
principles and case law, including Supreme Court precedent, that shareholders cannot
be given the exclusive right to invest new value in the debtor absent a market test. The
Debtors” Amended Plan allows the Debtors’ shareholders to retain their equity interests,
unimpaired for a contribution of undisclosed cash and /or other assets with an
aggregate value of $30 million (the “Amended Shareholder New Value Contribution”
and together with the Initial Shareholder New Value Contribution, the “Shareholder
New Value Contribution”). Second, the Debtors’ Amended Plan violates the “best
interests” of creditors test because nearly every single class of claims, if not all, would
receive more in a hypothetical chapter 7 liquidation where 100% of the value of the
Debtors would be available for creditors prior to shareholders receiving value on
account of their interests. Third, the Debtors’” Amended Plan impermissibly classifies
general unsecured claims in a way that is designed to gerrymander an impaired
accepting class of claims by separately classifying similar claims without a valid
business purpose. Fourth, the Debtors” Amended Plan lacks any indicia of good faith,

18 Section 1121(b) of the Bankruptcy Code provides that “[e]xcept as otherwise provided in this section,

only the debtor may file a plan until after 120 days after the date of the order for relief under this
chapter.” 11 U.S.C. § 1121(b). The initial 120-day exclusivity period is subject to extension by the
Bankruptcy Court for “cause.” 11 U.S.C. § 1121(d).
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including that it has not been discussed with the Petitioning Creditors or the Creditors’
Committee prior to filing and impairs classes of claims despite having the ability to
keep them unimpaired. Additionally, the Debtors” Amended Plan would provide the
Debtors’ directors and officers with broad releases for both prepetition and postpetition
conduct, through various exculpation and injunction provisions, even though the
Creditors’” Committee (and others) has identified material claims against the directors
and officers. Finally, the Debtors’ Amended Plan improperly caps the fees incurred by
counsel to the Creditors” Committee.

The Debtors’ Amended Plan was not accompanied by an amended
disclosure statement, and it was not until April 26, 2024 that the Debtors filed an
amended version of the Debtors’ Initial Disclosure Statement [Docket No. 621] (the
“Debtors’” Amended Disclosure Statement”).

On May 13, 2024, the Debtors filed further amended versions of the
Debtors” Amended Plan [Docket No. 671] (the “Debtors’ Second Amended Plan”) and
the Debtors” Amended Disclosure Statement [Docket No. 672] (the “Debtors’ Second
Amended Disclosure Statement”). On May 14, 2024, the Debtors filed a valuation
analysis [Docket No. 687] (the “Debtors’ Valuation Analysis”). Just like the Debtors’
prior filings, the Petitioning Creditors believe that the Debtors’ Second Amended Plan
was not proposed in good faith and the Debtors’ Second Amended Disclosure
Statement lacks adequate information for creditors to cast an informed vote. The
Debtors” Second Amended Disclosure Statement still does not contain any financial
projections. There are also conclusory explanations that the Petitioning Creditors
believe are inconsistent with the facts about how the Debtors “marketed” financing
opportunities for their plan and “negotiated” the Shareholder New Value Contribution
with their shareholders and insiders. The Debtors’ Second Amended Plan also appears
to have materially reduced creditors’ recoveries by providing for a “Gas Ownership
Settlement” that expressly provides that the Debtors’ contemplated litigation trust will
not include any claims or causes of action against Levona and permits the Gas
Ownership Defendants (defined as Eletson Gas, the Nominees, and / or any officers or
directors of the same) to settle not only potentially valuable claims against Levona but
also the claims and causes of action in connection with the transfer of the Gas Preferred
Shares. These provisions are not explained in the Debtors’ Second Amended Disclosure
Statement, were made without any negotiation with the Debtors’ creditors, and are
further evidence of the Debtors’ bad faith.

When the Debtors’ filed the Debtors’ Initial Plan and the Debtors’ Initial
Disclosure Statement, the Debtors also filed a motion for approval of the Debtors’ Initial
Disclosure Statement and procedures for the solicitation of votes with respect to the
Debtors’ Initial Plan [Docket No. 372] (the “Debtors” Solicitation Motion”). The
Debtors’ Solicitation Motion was scheduled to be heard at the May 15 Hearing. See
Docket No. 635 and 655. On May 9, 2024, Levona and the Petitioning Creditors filed
objections to the Debtors” Solicitation Motion, which the Debtors replied to on May 13,
2024. See Docket Nos. 648, 651, 668, and 670. Pursuant to the Debtors’ request, the
Bankruptcy Court extended the Creditors’ Committee’s objection deadline on the
Debtors’ Solicitation Motion to May 13, 2024 at 4:00 p.m. See Docket No. 650. On May
13, 2024, the Creditors’ Committee filed an objection and reservation of rights to the
Debtors’ Solicitation Motion [Docket No. 669], which was joined by the Exchange Notes
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Trustee [Docket No. 674], and which the Debtors’ replied to May 14, 2024. See Docket
No. 686.

On May 14, 2024, the Debtors’ filed a revised proposed order approving
the Debtors’ Solicitation Motion. See Docket No. 690.

At the May 15 Hearing, the Bankruptcy Court considered the Debtors’
Solicitation Motion, in addition to the other matters, and continued the May 15 Hearing
to give the Debtors an opportunity to revise the Debtors’ Second Amended Plan and the
Debtors” Second Amended Disclosure Statement to address various issues raised at the
May 15 Hearing.

On May 30, 2024, the Bankruptcy Court scheduled a status conference for
May 31, 2024 [Docket No. 723] (the “May 31 Status Conference”). The morning of the
May 31 Status Conference, the Debtors filed further amended versions of the Debtors’
Second Amended Plan [Docket No. 725] (the “Debtors” Revised Second Amended
Plan”) and the Debtors’ Second Amended Disclosure Statement [Docket No. 726] (the
“Debtors’ Revised Second Amended Disclosure Statement”). Just like the Debtors’
prior filings, the Petitioning Creditors believe that the Debtors’ Revised Second
Amended Plan was not proposed in good faith and the Debtors’ Revised Second
Amended Disclosure Statement lacks adequate information for creditors to cast an
informed vote. The Debtors’ Revised Second Amended Disclosure Statement contains
conclusory and misleading statements about how the Debtors negotiated the
“Collections Contribution” and the Shareholder New Value Contribution, among other
things. The Debtors’ Revised Second Amended Disclosure Statement also does not
clearly explain the Retained Causes of Action Contribution or the Excess SME Proceeds
concept, which impacts creditors’ recoveries under the Debtors’ Revised Second
Amended Plan.

On June 6, 2024, the Debtors filed further amended versions of the
Debtors” Revised Second Amended Plan and the Debtors’ Revised Second Amended
Disclosure Statement. See Docket Nos. 744 and 746.

On June 12, 2024, the Petitioning Creditors and the Creditors’ Committee
(joined by the Exchange Notes Trustee) each filed supplemental objections to the
Debtors’ Solicitation Motion [Docket Nos. 771, 772 & 773] (the “Supplemental DS
Objections”). In general, the Supplemental DS Objections argue that the Debtors’
further revised disclosure statements continue to lack “adequate information” and
describe a chapter 11 plan that is patently unconfirmable. As such, the Supplemental
DS Objections request that the Court deny the Debtors’ Solicitation Motion and reject
the Debtors’ request to solicit their plan. On June 14, 2024, the Debtors filed a reply to
the Supplemental DS Objections. See Docket No. 785. On June 14, 2024, the Debtors
filed further amended versions of the Debtors’ Revised Second Amended Plan and the
Debtors’ Revised Second Amended Disclosure Statement. See Docket Nos. 786 and 787.

A hearing with respect to the Debtors” Solicitation Motion is currently
scheduled for June 18, 2024.
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The Debtors have requested the following text be included, which the
Petitioning Creditors disagree with: “The Debtors disagree with the characterization of
the various iterations of the Debtors’ Plan and associated Disclosure Statements. The
Debtors assert that as a threshold issue, the assertion that the Debtors” Plan is patently
unconfirmable as an unmarketed new value plan is a conclusion of law that is without
merit and contrary to the facts of these Chapter 11 Cases. As noted by the Bankruptcy
Court, the Debtors made the affirmative decision to allow the exclusivity period to
expire to market test the Debtors' Plan in accordance with settled case law. It is the
Debtors’ view that as both the Debtors and the Petitioning Creditors have made
significant changes to their plans and increased the value provided to creditors, it is
clear the Debtors’ marketing process is working. In the Debtors’ view, the assertion that
the Debtors' Plan was not proposed in good faith is equally meritless. In the Debtors’
view, the Debtors have engaged in good faith with parties in interest in these Chapter
11 Cases, including the Creditors' Committee, to materially improve the terms of the
Debtors' Plan and increase the recovery for Creditors entitled to a recovery under the
Debtors' Plan. The Debtors encourage all Creditors to review the terms of the Debtors’
Plan and associated Disclosure Statement for an accurate description of the terms of the
Debtors’ Plan, a more fulsome and accurate description of the Debtors’ plan process
and an understanding of the recovery creditors would be entitled to under the Debtors'
Plan.”

2. The Petitioning Creditors’ Motion to Terminate Exclusivity

On January 29, 2024, the Petitioning Creditors filed a motion to terminate
the Debtors’ exclusivity period [Docket No. 384] (the “Exclusivity Termination
Motion”), which was joined by the Exchange Notes Trustee [Docket No. 419]. On
March 12, 2024, the Creditors’ Committee filed a statement in support of the Exclusivity
Termination Motion [Docket No. 473]. The Exclusivity Termination Motion argues that
the Debtors forfeited exclusivity by filing the Debtors’ Initial Plan, which is an
unconfirmable new value plan (id. at 18), and that even if the Debtors had not filed an
unconfirmable new value plan, termination is warranted under the Adelphia factors
(id. at 19-29). The Exclusivity Termination Motion also argues that the Debtors have
repeatedly demonstrated that they have no intention of advancing these Chapter 11
Cases to a good faith resolution. Id. at 18, 22.

Pursuant to the Adjournment Order, the Bankruptcy Court adjourned all
briefing and hearing dates and deadlines with respect to the Exclusivity Termination
Motion pending further discussion at the February 27 Status Conference. At the
February 27 Status Conference, the Bankruptcy Court scheduled the Exclusivity
Termination Motion for the April 9 Trial.

On March 25, 2024, the Debtors’ exclusivity periods expired under the
Bankruptcy Code without the Debtors seeking any extension.

3. Mediation

On February 13, 2024, the Debtors filed a motion to compel mediation
regarding the Debtors’ Initial Plan and other issues affecting these Chapter 11 Cases
[Docket No. 412] (the “Motion to Compel Mediation”). On February 14, 2024, the
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Petitioning Creditors and the Creditors” Committee each filed letters in response to the
Motion to Compel Mediation [Docket Nos. 414 and 415]. The Petitioning Creditors
asserted that the Motion to Compel Mediation was unnecessary, intended to create
additional delay and cost, and the timing of the filing was further indication of the
Debtors’ lack of good faith in participating in the mediation. Nevertheless, the
Petitioning Creditors indicated that they were ready, willing, and able to participate in
mediation as soon as possible. The Creditors’ Committee agreed with the Petitioning
Creditors, and further suggested that the parties use the time leading up to the
February 27 Status Conference to explore “whether it would be feasible to reach a
mediated resolution of these cases” and proposed that Judge Allan L. Gropper, (Ret.)
who previously presided over the Initial Mediation of these parties in September 2023,
serve as the mediator. See Docket No. 415 at 1.

On February 15, 2024, the Bankruptcy Court adjourned all briefing and
hearing dates and deadlines with respect to the Motion to Compel Mediation pending
further discussion at the February 27 Status Conference. At the February 27 Status
Conference, the Bankruptcy Court directed the parties to participate in the Chapter 11
Mediation (as defined below).

4, February 27 Status Conference

In accordance with the Bankruptcy Court’s Adjournment Order entered
on February 12, 2024, the parties met and conferred regarding a joint status report
setting forth their respective positions, which status report was filed on February 26,
2024 [Docket No. 435]. At the status conference held on February 27, 2024 (the
“February 27 Status Conference”), the Bankruptcy Court directed the parties to mediate
(the “Chapter 11 Mediation”) before Judge Allan L. Gropper, (Ret.) (the “Mediator”).
On March 13, 2024, the Bankruptcy Court entered the order re-appointing the Mediator
[Docket No. 479] (the “Mediation Order”), which directed the Debtors, the Petitioning
Creditors, the Creditors’ Committee, the Nominees, Levona, the Exchange Notes
Trustee, Eletson Corp, and Eletson Gas to mediate the Mediation Matters (as defined in
the Mediation Order). The Chapter 11 Mediation began on March 27, 2024. The
Chapter 11 Mediation continued thereafter. While the parties negotiated and engaged
in the Chapter 11 Mediation in good faith, the parties were not able to reach settlement
on the Mediation Matters.

At the February 27 Status Conference, the Bankruptcy Court also
scheduled the April 9 Trial on the UCC Trustee Motion, the UST Trustee Motion, and
the Exclusivity Termination Motion. On March 8, 2024, the Bankruptcy Court entered
the scheduling order on the UCC Trustee Motion, the UST Trustee Motion, and the
Exclusivity Termination Motion [Docket No. 467] (the “Scheduling Order”), which set
March 22, 2024 as the objection deadline and April 2, 2024 as the reply deadline on the
UCC Trustee Motion, the UST Trustee Motion, and the Exclusivity Termination
Motion.!” See Docket No. 467.

19 Subsequently, the Petitioning Creditors’ Trustee Motion and the DIP Motion were scheduled to be
q Yy g

heard at the April 9 Trial. See Docket Nos. 481 and 494.
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5. Expiration of Exclusivity

On March 25, 2024, the Debtors” exclusivity periods expired under the
Bankruptcy Code without the Debtors seeking any extension. Accordingly, on March
26, 2024, the Petitioning Creditors as Plan Proponents filed a prior version of the Plan
and Disclosure Statement. See Docket Nos. 531 and 532.

On April 10, 2024, the Petitioning Creditors filed a motion for approval of
the prior Disclosure Statement and procedures for the solicitation of votes with respect
to a prior version of the Plan [Docket No. 574] (the “Petitioning Creditors’ Solicitation
Motion”). The Petitioning Creditors” Solicitation Motion was heard at the May 15
Hearing. See Docket No. 632 and 656. On May 9, 2024, the Debtors filed an objection to
the Petitioning Creditors’ Solicitation Motion, which the Petitioning Creditors replied to
on May 13, 2024. See Docket Nos. 653 and 667. On May 14, 2024, the Creditors’
Committee filed a statement in support of the Petitioning Creditors’ Solicitation Motion.
See Docket No. 689. No other parties filed any pleadings with respect to the Petitioning
Creditors” Solicitation Motion.

D.  The Petitioning Creditors’ Plan and Related Negotiations

Following the expiration of the Debtors’ exclusivity periods, on March 26,
2024, the Plan Proponents filed an initial version of the Plan [Docket No. 531] (the “PC
Initial Plan”) and related disclosure statement [Docket No. 532]. Following the filing of
the PC Initial Plan, the Plan Proponents and their advisors engaged in substantial
negotiations with various creditors and constituents in these Chapter 11 Cases,
including the Creditors’ Committee and their advisors, among others. Following these
discussions, on May 10, 2024, the Plan Proponents filed a Notice of Filing of
(1) Anticipated Modifications to the Petitioning Creditors’ Joint Chapter 11 Plan of
Reorganization of Eletson Holdings Inc. and its Affiliated Debtors and (2) Certain Appendices
Related to the Petitioning Creditors’ Disclosure Statement Related Thereto [Docket No. 658].
On May 13, 2024, the Plan Proponents filed an amended version of the Plan and an
amended Disclosure Statement.

On May 14, 2024, the Plan Proponents filed further amended versions of
the Plan and the amended Disclosure Statement [Docket Nos. 695 and 696]. Among

other things, the Plan and Disclosure Statement contain a number of significant changes
from that set forth in the PC Initial Plan, such as:

e Decreasing the Backstop Premium from 10% to 8%;

¢ Increasing the GUC Cash Pool from US$12,500,000 to
US$13,500,000;

¢ Increasing the Convenience Claim Threshold Amount from
US$200,000 to US$1,000,000;

e Increasing the Convenience Claim Cap from US$1,000,000 to
US$2,500,000
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e Increasing the recovery percentage for Holders of Allowed
Convenience Claims from 10% to 15%;

e Giving all General Unsecured Claimholders the option to become
Backstop Parties; and

e Establishing the composition of the New Board and certain
governance matters relating thereto.

At the May 15 Hearing, the Bankruptcy Court approved the Petitioning
Creditors’ Solicitation Motion and the Rights Offering Procedures Motion (as defined
below), but declined to enter the orders approving the respective motions until the
Debtors addressed the various issues raised at the May 15 Hearing on the Debtors’
Second Amended Plan and the Debtors’ Second Amended Disclosure Statement.

At the May 31 Status Conference, the parties discussed the Debtors’
Revised Second Amended Plan and the Debtors” Revised Second Amended Disclosure
Statement and the Bankruptcy Court continued the hearing on the Debtors’ Revised
Second Amended Disclosure Statement to June 7, 2024. See Docket No. 736. The
Bankruptcy Court also directed the parties to submit a joint status report to the
Bankruptcy Court on June 6, 2024. Id.

On June 6, 2024, the Plan Proponents filed further amended versions of
the PC Initial Plan and PC Initial Disclosure Statement [Docket Nos. 740, 741].

E. The Petitioning Creditors’ “Alternative Plan”

At the May 15 Hearing, the Petitioning Creditors expressed their desire to
submit an alternative offer based on the structure of the Debtors’ Amended Plan. After
the May 15 Hearing, the Petitioning Creditors continued to express interest in
submitting an alternative offer, but the Debtors did not engage and could not identify
who at the Debtors would receive and evaluate such bid. See Docket Nos. 712, 718 &
720. In order to progress these cases, on June 5, 2024, the Petitioning Creditors
provided an alternative bid term sheet (the “PC Alternative Term Sheet “) to counsel for
the Debtors and the Creditors’ Committee and the next day filed the PC Alternative
Term Sheet on the docket. See Docket No. 745. The PC Alternative Term Sheet sets
forth the terms of a comprehensive restructuring of the existing debt and other
obligations of the Debtors that is based on the Debtors” Amended Plan but provides
significant improvements for creditors. Id.

On June 11, 2024, the Petitioning Creditors filed the PC Alternative Plan
and the related disclosure statement [Docket No. 763] (the “PC Alternative DS”). A
motion to consider approval of the PC Alternative DS [Docket No. 764] (the “PC
Alternative Solicitation Motion”) is scheduled for the June 18 Hearing consistent with
the Court’s direction at a hearing held on June 7, 2024. On June 14, 2024, the Petitioning
Creditors filed financial wherewithal information related to the PC Alternative Plan.
See Docket No. 781. On June 14, 2024, the Debtors filed an objection to the PC
Alternative Solicitation Motion and the Creditors’ Committee filed an objection and
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reservation of rights to the PC Alternative Solicitation Motion. See Docket Nos. 783 and
784.

IV. SUMMARY OF THE PC ALTERNATIVE PLAN

The following table summarizes the classification and treatment of all
claims against and interests in the Debtors under both the Debtors’ Plan and the PC
Alternative Plan. Please note that the description in the column titled “Debtors” Plan” is
taken verbatim from the Debtors’ Disclosure Statement and the redline changes in the
column titled “PC Alternative Plan Treatment and Estimated Recovery” indicates the
changes made to the PC Alternative Plan from the Debtors’ Plan.

](3: s slens Debtors” Plan Treatment and Estimated PC Alternative Plan Treatment and
stimated R c
Amount ecovery Estimated Recovery
OocM Except to the extent that a Holder of an Allowed | Except to the extent that a Holder of an
Guaranty OCM Guaranty Claim agrees to less favorable Allowed OCM Guaranty Claim agrees to
Claims treatment, upon the occurrence of the Effective less favorable treatment, upon the
(Class 1) Date, in full settlement, release, and satisfaction occurrence of the Effective Date, in full
of, and in exchange for each OCM Guaranty settlement, release, and satisfaction of, and
Approx. Claim, each of the OCM Guarantees shall be in exchange for each OCM Guaranty
$49,100,000 reinstated in full force and effect and made Claim, each of the OCM Guarantees shall
effective as to the Reorganized Debtor be reinstated in full force and effect and
unmodified in their terms without further action | made effective as to the Reorganized
of the Debtors, Reorganized Debtor or the OCM Debtor unmodified in their terms without
Entities, provided however, that the Reorganized | further action of the Debtors, Reorganized
Debtor shall be obligated to guaranty fifty Debtor or OCM Entities, provided,
percent (50%) of the obligations of the SMEs however, that the Reorganized Debtor
subject to the OCM Guarantees. Holders of shall only be obligated to guaranty fifty
OCM Guaranty Claims will receive no cash percent (50%) of the obligations of the
distributions under the Plan on account of their j the
OCM Guaranty Claims. Reorganized Debtor or the OCM Entities.
Debtors” Estimated Recovery: Impaired (50%) PC Alternative Estimated Recovery:
Unimpaired (100%)
Class 1 is Impaired and Holders of Class 1
Claims are entitled to vote to accept or reject the | Class 1 is Unimpaired and Holders of
Debtors’ Plan. Class 1 Claims are deemed to accept the
PC Alternative Plan.
Corp The Corp Guaranty Claims are Allowed Claims. | Except to the extent that a Holder of an
Guaranty Except to the extent that a Holder of an Allowed | Allowed Corp Guaranty Claim agrees to
Claims Corp Guaranty Claim agrees to less favorable less favorable treatment, upon the
(Class 2) treatment, upon the occurrence of the Effective occurrence of the Effective Date, in full
Date, in full settlement, release, and satisfaction settlement, release, and satisfaction of, and
Approx. of, and in exchange for, each Corp Guaranty in exchange for each Corp Guaranty
$27,768,000 Claim, (i) each Holder of an Allowed Corp Claim, (i) each holder of an Allowed Corp
Guaranty Claim shall receive its pro rata Guaranty Claim shall receive, at its pro
distribution of the Eletson Corporation Guaranty istributi
Corporation election:
(i) (A) its Pro Rata, share among Corp
Guaranty Recovery Claims, of $1,250,000;
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Class and
Estimated
Amount

Debtors’ Plan Treatment and Estimated
Recovery

PC Alternative Plan Treatment and
Estimated Recovery

Recovery?® and (ii) each of the Corp Guarantees
shall be reinstated in full force and effect and
made effective as to the Reorganized Debtor
unmodified in their terms without further action
of the Debtors, Reorganized Debtor or Corp
Guaranty counterparties, provided however,
that the Reorganized Debtor shall only be
obligated to guaranty fifty percent (50%) of the
obligations of Eletson Corporation subject to the
Corp Guarantees.

Debtors’ Estimated Recovery: 53.6%

Class 2 is Impaired and Holders of Class 1
Claims are entitled to vote to accept or reject the
Debtors’ Plan.

provided, for the avoidance of doubt, the
Pro Rata share calculation in this subclause
(A) shall be calculated based on the
aggregate amount of all Allowed Corp
Guaranty Claims whether or not Holders
of such Claims receive the treatment in this

subclause (A); and (i

(B) each of the Corp Guarantees shall be
reinstated in full

force and effect and made effective as to
the Reorganized Debtor

unmodified in their terms without further
action of the Debtors, the

Reorganized Debtor or Corp Guaranty
counterparties,; provided, however,

that the Reorganized Debtor shall only be
obligated to guaranty fifty

percent (50%) of the obligations of Eletson
Corporation subject to the Corp
Guarantees.; or

(ii) its Pro Rata share, among Corp.
Guaranty Claims, of $3,000,000; provided,
for the avoidance of doubt, the Pro Rata
share calculation in this subclause (ii) shall
be calculated based on the aggregate
amount of all Allowed Corp Guaranty
Claims whether or not Holders of such
Claims receive the treatment in this

subclause (ii);

provided, if a Holder of a Corp Guaranty
Claim does not submit a Ballot or submits
a Ballot but fails to affirmatively elect the
treatment set forth in Article I1.C.2(b)(i) of
the Plan, such Holder shall be deemed to
have elected the treatment specified in
Article I1.C.2(b)(ii) of the Plan with respect
to its Allowed Corp Guaranty Claim.

PC Alternative Estimated Recovery:
Up to 54.5%

Class 2 is Impaired and Holders of Class 2
Claims are entitled to vote to accept or
reject the PC Alternative Plan.

20

Under the Debtors’ Plan, the “Eletson Corp Guaranty Claim Recovery” is defined as “$1,000,000.00 to
be paid Pro Rata to Holders of Corp Guaranty Claims.”
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](3: lass and Debtors’ Plan Treatment and Estimated PC Alternative Plan Treatment and
stimated R c
Amount ecovery Estimated Recovery
Azure Except to the extent that a holder of an Allowed | Except to the extent that a holder of an
Guaranty Azure Guaranty Claim agrees to less favorable Allowed Azure Guaranty Claim agrees to
Claims treatment, if not paid previously, on the Effective | less favorable treatment, If not paid
(Class 3) Date and prior to any transfer by the Debtors of | previously, on the Effective Date and prior
any Assets to the Litigation Trust or to any to any transfer by the Debtors of any
Approx. Holder of any Claim or otherwise, in full and Assets to the Litigation Trust or to any
$94,799,000 complete settlement, release, and satisfaction of Holder of any Claim or otherwise, in full
the Azure Guaranty Claims, by wire transfer of and complete settlement, release and
immediately available funds, their Pro Rata satisfaction of the Azure Guaranty Claims,
portion of the Azure Guaranty Recovery.*! the Disbursing Agent shall pay to the
Holders of Azure Guaranty Claims, by
Debtors’ Estimated Recovery: .21% wire transfer of immediately available
funds, their Pro Rata portion of the Azure
Class 3 is Impaired and Holders of Class 3 Guaranty Recovery.
Claims are entitled to vote to accept or reject the
Debtors’ Plan. PC Alternative Estimated Recovery: .21%
Class 3 is Impaired and Holders of Class 3
Claims are entitled to vote to accept or
reject the PC Alternative Plan.
Trade The Trade Creditor Claims are Allowed Claims. | Except to the extent that a Holder of an
Creditor Except to the extent that a Holder of an Allowed | Allowed Trade Creditor Claim agrees to
Claims Trade Creditor Claim agrees to less favorable less favorable treatment, if not paid
(Class 4) treatment, if not paid previously, on the Effective | previously, on the Effective Date and prior
Date and prior to any transfer by the Debtors of | to any transfer by the Debtors of any
Approx. any Assets to the Litigation Trust or to any Assets to the Litigation Trust or to any
$2,750,000 Holder of any Claim or otherwise, in full and Holder of any Claim or otherwise, in full

complete settlement, release and satisfaction of
the Trade Creditor Claims, each Holder of an
Allowed Trade Creditor Claim shall receive, in
exchange for such Allowed Trade Creditor
Claim, Cash in an amount equal to 15% of the
Face Amount of such Holder’s Trade Creditor
Claim from the Trade Creditor Reserve; provided,
that in the event the aggregate distributions to
Holders of Trade Creditor Claims exceeds the
Trade Creditor Claim Cap, Holders of Trade
Creditor Claims shall receive their Pro Rata
Share of the Trade Creditor Claim Cap.?

Debtors’ Estimated Recovery: 15%

and complete settlement, release and
satisfaction of the Trade Creditor Claims,
each Holder of an Allowed Trade Creditor
Claim shall receive, in exchange for such
Allowed Trade Creditor Claim, Cash in an
amount equal to 15% of the Face Amount
of such Holder’s Trade Creditor Claim
from the Trade Creditor Claim Reserve;
provided, that in the event the aggregate
distributions to Holders of Trade Creditor
Claims exceeds the Trade Creditor Claim
Cap, Holders of Trade Creditor Claims
shall receive their Pro Rata Share of the
Trade Creditor Claim Cap.

21

22

Under the Debtors’ Plan, the “Eletson Corp Guaranty Claim Recovery” is defined as “the lesser of
(i) $200,000 and (ii) such other amount as determined by the Debtors and Azure in full and complete
settlement, release, and satisfaction of the Azure Guaranty Claims.”

Under the Debtors’ Plan, (a) the “Trade Creditor Claim Reserve” is defined as “a reserve created in
the amount of the Trade Creditor Claim Cap to fund recoveries for Trade Creditor Claims”