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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11

SPORTCO HOLDINGS, INC., et al.,! Case No. 19-11299 (LSS)
(Jointly Administered)
Debtors.

Objection Deadline: September 30, 2019 at 4:00 p.m. (ET)
Hearing Date: October 7, 2019 at 11:00 a.m. (ET)

MOTION OF DEBTORS FOR ENTRY OF AN ORDER
EXTENDING THE EXCLUSIVITY PERIODS FOR THE FILING OF A CHAPTER 11
PLAN AND SOLICITATION OF ACCEPTANCES THEREOF

The above-captioned debtors and debtors in possession (the “Debtors”) hereby move (the
“Motion”) pursuant to section 1121(d) of title 11 of the United States Code (the “Bankruptcy
Code”), for entry of an order substantially in the form attached hereto as Exhibit A (the
“Proposed Order”) extending the periods during which the Debtors have the exclusive right to
file a chapter 11 plan (the “Exclusivity Period”) and to solicit acceptances thereof (the
“Exclusive Solicitation Period”) by ninety days through and including January 6, 2020, and
March 9, 2020, respectively. In further support of the Motion, the Debtors, by and through their
undersigned counsel, respectfully represent:

JURISDICTION AND VENUE

1. This Court has jurisdiction to consider this Motion under 28 U.S.C. 88 157 and
1334 and the Amended Standing Order of Reference from the United States District Court for the
District of Delaware, dated as of February 29, 2012. This is a core proceeding under 28 U.S.C. §

157(b). Under Local Rule 9013-1(f), the Debtors consent to entry of a final order under Article

! The Debtors, together with the last four digits of each Debtor’s federal tax identification number, are: Bonitz
Brothers, Inc. (4441); Ellett Brothers, LLC (7069); Evans Sports, Inc. (2654); Jerry’s Sports, Inc. (4289); Outdoor
Sports Headquarters, Inc. (4548); Quality Boxes, Inc. (0287); Simmons Guns Specialties, Inc. (4364); SportCo
Holdings, Inc. (0355); and United Sporting Companies, Inc. (5758). The location of the Debtors’ corporate
headquarters and the service address for all Debtors is 267 Columbia Ave., Chapin, SC 29036.
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111 of the United States Constitution. Venue of these cases and the Motion in this district is proper
under 28 U.S.C. 88 1408 and 1409.

2. The statutory predicate for the relief requested herein is Bankruptcy Code section
1121(d).

PROCEDURAL BACKGROUND

3. On June 10, 2019 (the “Petition Date”), each of the Debtors filed a voluntary
petition in this Court commencing a case for relief under chapter 11 of the Bankruptcy Code (the
“Chapter 11 Cases”). The factual background regarding the Debtors, including their business
operations, their capital and debt structures, and the events leading to the filing of the Chapter 11
Cases, is set forth in detail in the Declaration of Bradley P. Johnson in Support of Chapter 11
Petitions and First-Day Motions [Docket No. 9] (the “First Day Declaration”), which is fully
incorporated herein by reference.

4, The Debtors have continued to manage and operate their business as debtors in
possession pursuant to Bankruptcy Code sections 1107 and 1108. No trustee or examiner has
been requested in the Chapter 11 Cases. On June 17, 2019, the Official Committee of Unsecured
Creditors (the “Committee”) was appointed by the Office of the United States Trustee [Docket
No. 58].

5. On August 22, 2019, the Debtors filed a Combined Plan and Disclosure Statement
and Joint Chapter 11 Plan of Liquidation [Docket No. 308] (the “Plan and Disclosure
Statement”) and a Motion for Entry of an Order (A) Conditionally Approving the Combined
Disclosure Statement and Joint Chapter 11 Plan of Liquidation for Solicitation Purposes Only on
Limited Notice, (B) Establishing Procedures for Solicitation and Tabulation of Votes to Accept or

Reject Plan of Liquidation, (C) Approving the Form of Ballot and Solicitation Materials, (D)
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Establishing Voting Record Date, (E) Fixing the Date, Time and Place for the Confirmation
Hearing and the Deadline for Filing Objections Thereto, and (F) Approving Related Notice
Procedures [Docket No. 309] (the “Conditional Approval Motion”).

6. The Debtors received information comments on the Conditional Approval Motion
and Plan and Disclosure Statement from the Committee and the Office of the United States
Trustee (the “UST™).

7. On September 4, 2019, Wellspring Capital Management LLC, Wellspring Capital
Partners IV, LP, WCM GenPar IV, LP, and WCM GenPar IV GP, LLC (together,
“Wellspring”) filed an Objection to the Conditional Approval Motion [Docket No. 343] (the
“Wellspring Objection”).

8. On September 10, 2019, the Debtors filed the Debtors’ First Amended Combined
Disclosure Statement and Joint Chapter 11 Plan of Liquidation [Docket No. 367] (the “First
Amended Plan and Disclosure Statement”) and the Notice of Filing of Revised Proposed
Order (A) Approving on Conditional Basis Combined Disclosure Statement and Joint Chapter 11
Plan of Liquidation for Solicitation Purposes Only, (B) Establishing Procedures for Solicitation
and Tabulation of Votes to Accept or Reject Combined Disclosure Statement and Plan, (C)
Approving the Form of Ballot and Solicitation Materials, (D) Establishing Voting Record Date,
(E) Fixing the Date, Time and Place for the Confirmation Hearing and the Deadline for Filing
Objections Thereto, and (F) Approving Related Notice Procedures [Docket No. 369] (the “First
Amended Conditional Approval Order”).

0. A hearing on the Conditional Approval Motion and Wellspring Objection was
held on September 11, 2019. The Court raised concerns with certain language included in and

certain language omitted from the First Amended Plan and Disclosure Statement and First
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Amended Conditional Order. The Debtors incorporated edits into the proposed order as well as
plan and disclosure statement, as received.

10.  On September 13, 2019, the Debtors filed a Second Amended Combined
Disclosure Statement and Joint Chapter 11 Plan of Liquidation [Docket No. 394] (the “Second
Amended Plan and Disclosure Statement”). Similarly, the Debtors filed a Certification of
Counsel Regarding Order (A) Approving on Conditional Basis Combined Disclosure Statement
and Joint Chapter 11 Plan of Liquidation for Solicitation Purposes Only, (B) Establishing
Procedures for Solicitation and Tabulation of Votes to Accept or Reject Combined Disclosure
Statement and Plan, (C) Approving the Form of Ballot and Solicitation Materials, (D)
Establishing Voting Record Date, (E) Fixing the Date, Time and Place for the Confirmation
Hearing and the Deadline for Filing Objections Thereto, and (F) Approving Related Notice
Procedures [Docket No. 396] (the “Second Amended Conditional Approval Order”).

11. The Debtors have also sought and obtained Court approval to sell certain estate
assets. On August 16, 2019, the Court entered an Order Pursuant to Section 105, 363, and 365 of
the Bankruptcy Code (I) Approving the Asset Purchase Agreement for the Sale of Certain Assets
of Evans Sports, Inc. and Authorizing the Sale Contemplated Therein, and (I1) Granting Related
Relief [Docket No. 281] (the “Evans Sale Order”). On September 11, 2019, the Court entered
an Order Establishing Procedures for Sales of Certain Miscellaneous Assets Outside the
Ordinary Course of Business Free and Clear of All Liens, Claims, Interests, and Encumbrances
Pursuant to Section 363 of the Bankruptcy Code [Docket No. 375] (the “Miscellaneous Assets
Sale Order”). Then, on September 12, 2019, the Court entered an Order (I) Authorizing the Sale
of the Bellefontaine Facility Free and Clear of Liens, Claims, Encumbrances, and Other

Interests, (11) Approving the Assumption of Certain Executory Contracts and Unexpired Leases
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Related Thereto, and (111) Granting Related Relief [Docket No. 386] (the “Bellefontaine Facility
Sale Order”).

12. The Debtors’ efforts demonstrate their commitment to maximizing value for the
estates efficiently and effectively. They have successfully sold estate assets and progressed
toward a conclusion of the Chapter 11 Cases.

13. Not only have the Debtors started the process of formulating, negotiating, and
drafting a chapter 11 plan of liquidation to ensure the payment of administrative and priority
claims, subject to agreed-upon budgets with the Committee and Prospect Capital Corporation
(“Prospect”) but the Debtors have filed the Second Amended Plan and Disclosure Statement and
Second Amended Conditional Approval Order, which include a plan of liquidation and pursue
confirmation on a timeline agreeable to the Committee and Prospect. The Debtors propose to
solicit votes and obtain confirmation of the Second Amended Plan and Disclosure Statement by
October 21, 2019, however, out of an abundance of caution the Debtors seek the extension of the
Exclusivity Period to file a plan and solicit votes on a plan.

RELIEF REQUESTED

14.  The Debtors respectfully request, pursuant to Bankruptcy Code section 1121(d), a
ninety day extension of (i) the Exclusivity Period through and including January 6, 2020, and (ii)
the Exclusive Solicitation Period through and including March 9, 2020, in each case, without
prejudice to any party in interest’s rights to seek to reduce or increase such periods in accordance
with Bankruptcy Code section 1121(d). The Debtors’ initial Exclusivity Period and Exclusive
Solicitation Period are currently set to expire on October 8, 2019 and December 9, 2019,
respectively.

BASIS FOR RELIEF

15. Pursuant to Bankruptcy Code section 1121(d), the Court may extend exclusive
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periods “for cause.” See 11 U.S.C. § 1121(d) (“[O]n request of a party in interest made within the
respective periods specified in subsections (b) and (c) of this section and after notice and a
hearing, the court may for cause reduce or increase the 120-day period or the 180- day period
referred to in this section.”). However, the 120-day period “may not be extended beyond a date
that is 18 months after the [petition] date” and the 180-day period “may not be extended beyond
a date that is 20 months after the [petition] date.” Id. 88 1121(d)(2)(A), (B). The Bankruptcy
Code neither defines “cause” for purposes of section 1121(d), nor establishes formal criteria for
an extension of the exclusive periods. The legislative history of Bankruptcy Code section 1121
indicates, however, that “cause” is intended to be a flexible standard that balances the competing
interests of a debtor and its creditors. See H.R. Rep. No. 95-595, at 231- 32 (1978), reprinted in
1978 U.S.C.C.A.N. 5787, 6191 (noting that Congress intended to give bankruptcy courts great
flexibility to protect a debtor’s interests by allowing a debtor an unimpeded opportunity to
negotiate settlement of debts without interference from other parties in interest).

16. In exercising its broad discretion to determine whether “cause” exists, a
bankruptcy court should be guided by a variety of factors. See In re Borders Grp., Inc., 460 B.R.
818, 821—22 (Bankr. S.D.N.Y. 2011) (“The determination of cause under section 1121(d) is a
fact-specific inquiry and the court has broad discretion in extending or terminating exclusivity.”);
In re Adelphia Commc’ns Corp., 352 B.R. 578, 587 (Bankr. S.D.N.Y. 2006) (identifying
objective factors courts historically have considered in determining whether cause exists to
extend or terminate exclusivity); see also In re McLean Indus., Inc., 87 B.R. 830, 834 (Bankr.
S.D.N.Y. 1987) (identifying factors used by courts to determine whether cause exists to extend
exclusivity). These factors are not exhaustive and include, without limitation:

I. the size and complexity of the debtor’s case;
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ii. the necessity for sufficient time to permit the debtor to negotiate a chapter
11 plan and prepare adequate information;

ii. the existence of good faith progress towards reorganization;

iv. the fact that the debtor is paying its bills as they become due;

V. whether the debtor has demonstrated reasonable prospects for filing a
viable plan;

Vi. whether the debtor has made progress in negotiations with its creditors;

vii.  the amount of time which has elapsed in the case;

viii.  whether the debtor is seeking an extension of exclusivity in order to

pressure creditors to submit to the debtor’s reorganization demands; and
iX. whether an unresolved contingency exists.

See, e.g., In re Cent. Jersey Airport Servs., LLC, 282 B.R. 176, 183 (Bankr. D.N.J. 2002);
McLean Indus. Inc., 87 B.R. at 834; Adelphia Commc’ns, 352 B.R. at 587 (noting that the nine
factors listed above are “objective factors which courts historically have considered in making
determinations of this character”); see also Borders, 460 B.R. at 822 (evaluating the nine factors
set forth in Adelphia to hold that debtor established cause to extend exclusivity); accord In re
Express One, 194 B.R. 98, 100 (Bankr. E.D. Tex. 1996) (identifying all of the nine factors as
relevant in determining whether cause exists to extend exclusivity); In re United Press Int’l, Inc.,
60 B.R. 265, 269 (Bankr. D.D.C. 1986) (holding that the debtor showed cause to extend
exclusive period based upon certain of the nine factors). The above factors are not the exclusive
bases for the exercise of the Court’s discretion to extend exclusive periods. See Adelphia
Commc’ns, 352 B.R. at 586-87.

17. Not all factors are relevant in every case, and a finding that any one of these
factors exists may justify extending a debtor’s exclusive periods. See Express One, 194 B.R. at
100 (finding only some of the factors relevant in determining whether cause exists to extend
exclusivity); see also In re Dow Corning Corp., 208 B.R. 661, 670 (Bankr. E.D. Mich. 1997)
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(“When the Court is determining whether to terminate a debtor’s exclusivity, the primary
consideration should be whether or not doing so would facilitate moving the case forward. And
that is a practical call that can override a mere toting up of the factors.”).

18. Moreover, courts routinely grant a debtor’s first request for an extension. See, e.g.,
In re Apex Pharm., Inc., 203 B.R. 432, 441 (N.D. Ind. 1996) (“It is true that during the initial
120-day period in which debtors have an exclusive right to file a plan of reorganization . . . the
bankruptcy courts apply a lesser standard in determining whether the burden of showing ‘a
reasonable possibility of a successful reorganization within a reasonable time’ has been
satisfied.”) (citation omitted); In re Borders Grp., Inc., 460 B.R. 818, 825 (Bankr. S.D.N.Y.
2011) (same); In re MSR Resort Golf Course LLC, No. 11-10372 (SHL) (Bankr. S.D.N.Y.), Hr’g
Tr. June 29, 2011, 77:19-25 (same); In re Cengage Learning, Inc., No. 13-44106 (ESS) (Bankr.
E.D.N.Y.), Hr’g Tr. Oct. 25, 2013, 64:4—7 (emphasizing that it is “important to note” that “[t]his
is the first request”).

19. Congress incorporated these exclusivity periods into the Bankruptcy Code to
afford a debtor a full and fair opportunity to propose a chapter 11 plan and enable solicitation of
acceptances of the plan without the deterioration and disruption of a debtor’s business that might
be caused by the filing of multiple competing plans. Indeed, the primary objective of a chapter
11 case is the formulation, confirmation, and consummation of a consensual chapter 11 plan. As
detailed above, the Debtors have been working with the Committee and Prospect. Together, they
have formulated a consensual plan of liquidation. The Debtors have made substantial progress
towards, and intend to achieve, confirmation of the Second Amended Plan and Disclosure

Statement.
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CAUSE EXISTS TO EXTEND THE EXCLUSIVITY PERIODS

20.  Cause exists to grant the Debtors’ requested extensions of the exclusivity periods.
The extensions are necessary and appropriate for the Debtors to have the opportunity
contemplated by the Bankruptcy Code to implement a plan of liquidation — the Second Amended
Plan and Disclosure Statement. As set forth below, the requested extensions are appropriate, in
the best interest of the Debtors’ stakeholders, and consistent with the intent and purpose of
chapter 11.
A. The Chapter 11 Cases are Large and Complex

21.  The Debtors’ Chapter 11 Cases are both sizeable and complex. The Debtors
operate in a highly regulated industry; they distribute firearms to retailers. As described within
the First Day Declaration, the Debtors’ efforts to liquidate inventory and windup operations via
sales are ongoing. The size and complexity of these Chapter 11 Cases provide sufficient cause
for the Court to extend the Exclusivity Period and the Exclusive Solicitation Period (collectively,
hereinafter the “Exclusivity Periods”).

B. Substantial Good Faith Progress has been Made to Achieve the Objectives of
Chapter 11

22.  Since the Petition Date, the Debtors have made substantial and meaningful
progress under chapter 11, including obtaining court approval in the form of the: Evans Sale
Order, the Bellefontaine Facility Sale Order, and the Miscellaneous Assets Sale Order. The
Debtors are administering the Chapter 11 Cases efficiently and economically.

23. In the three and a half months following the Petition Date, the Debtors have,
among other things:

e Secured first-day relief to continue operating their businesses including

authorization (i) to continue using the existing cash management system, (ii) to
pay employee wages, (iii) to maintain and pay insurance policies, and (iv) to
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obtain secured post-petition financing;

e Filed the Debtors’ schedules of assets and liabilities, statement of financial affairs,
and monthly operating reports;

e Rejected some leases determined to be unnecessary to the Debtors’ continued
business and/or restructuring goals;

e Established a claims bar date; and
e Obtained court approval of the three different sales of the Debtors’ assets.
24.  The Debtors have clearly made progress to achieve the objectives of chapter 11
and the requested extensions of the Exclusivity Periods are justified and well deserved.
C. The Debtors Need Sufficient Time to Negotiate and Finalize a Plan
25.  As detailed herein, since Petition Date, the Debtors and their professionals have
smoothly transitioned into chapter 11 and have conducted successful sale processes. The Debtors
have made substantial progress in their negotiations and finalization of a plan; these are
embodied within the Second Amended Plan and Disclosure Statement. Considering the progress
made, coupled with the Debtors’ willingness to work cooperatively with the Committee,
Prospect, and other parties in interest, it is reasonable and appropriate for the Debtors to be
granted additional time to negotiate and finalize a chapter 11 plan of liquidation. Allowing the
expiration of the Exclusivity Periods would interfere with the progress of the Chapter 11 Cases
and would introduce chaos. For example, the Committee conducted its own sale process [Docket
Nos. 68, 79, 109, 163, 172]. Wellspring, too, may interject an unnecessary value destroying
element of chaos into the Chapter 11 Cases if the Exclusivity Periods are not extended. The
Chapter 11 Cases will benefit from avoiding a situation where there is more than one plan being

considered for confirmation.
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D. The Debtors are Not Seeking to Use Exclusivity to Pressure Creditors to Submit
to the Debtors’ Demands

26.  This is the Debtors’ first request for an extension of the Exclusivity Periods. The
Debtors’ conduct in these Chapter 11 Cases, particularly in connection with the ongoing
discussions with their stakeholders, demonstrates that the Debtors are acting in a transparent
manner and are not seeking an extension of the Exclusivity Periods to delay artificially the
administration of these Chapter 11 Cases. The Debtors, the Committee, and Prospect have
worked together closely to try to reach consensus, which is reflected in the Second Amended
Plan and Disclosure Statement.

E. The Debtors are Paying Their Debts as They Come Due and have the Ability to
Continue to Do So

217, Bankruptcy courts considering an extension of exclusivity also may assess a
debtor’s liquidity and ability to pay costs and expenses of administration. Adelphia Commc’ns,
352 B.R. at 587. The Debtors have timely paid quarterly fees to the United States Trustee, and all
other administrative obligations in the ordinary course of business. In addition, the Debtors have
sufficient liquidity to continue paying administrative expenses as they become due and will
continue to make such payments.

F. The Requested Extension is in the Best Interests of the Debtors’ Estates and Will
Not Prejudice Creditors

28.  The Debtors’ requested extension is intended to allow the Debtors to work
cooperatively with their key constituents toward the goal of finalizing and implementing the
proposed consensual plan of liquidation in the most cost-efficient manner possible manner.
Given the limited extension requested and the circumstances described herein, the extension

aligns with the intent and purpose of Bankruptcy Code section 1121 and should be granted.
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CONCLUSION

29. For the reasons stated herein, the requested extension of the Exclusivity Periods is
warranted and necessary to afford the Debtors a meaningful opportunity to continue to pursue the
chapter 11 liquidation process as contemplated by the Bankruptcy Code. Accordingly, the
Debtors should be afforded a full, fair, and reasonable opportunity to continue to work towards
confirmation of the Second Amended Plan and Disclosure Statement and the Exclusivity Periods
should be extended as requested.

NOTICE

30. Notice of this Motion will be given to the following parties: (a) the Office of the
United States Trustee for the District of Delaware; (b) counsel to the DIP Agent; (c) counsel to
the Prepetition Term Loan Agent; (d) counsel to the Committee; and (d) any party that has
requested notice of filings in these Chapter 11 Cases pursuant to Bankruptcy Rule 2002. In light
of the nature of the relief requested herein, the Debtors submit that no other or further notice is
necessary.

NO PRIOR REQUEST

31. No previous request for the relief sought herein has been made by the Debtors to

this or any other court.

12
70430512.1



Case 19-11299-LSS Doc 398 Filed 09/16/19 Page 13 of 13

WHEREFORE, the Debtors respectfully request that the Court: (i) enter the Proposed
Order in substantially the same form as that attached as Exhibit A, granting the relief requested
herein; and (ii) provide such other relief as the Court deems appropriate and just.

Dated: September 16, 2019 Respectfully submitted,
Wilmington, Delaware
POLSINELLI PC

/s/ Christopher A. Ward

Christopher A. Ward (Del. Bar No. 3877)

Brenna A. Dolphin (Del. Bar No. 5604)

222 Delaware Avenue, Suite 1101

Wilmington, Delaware 19801

Telephone: (302) 252-0920

Facsimile: (302) 252-0921

Email: cward@polsinelli.com
bdolphin@polsinelli.com

-and-

MCDERMOTT WILL & EMERY LLP

Timothy W. Walsh (admitted pro hac vice)

Darren Azman (admitted pro hac vice)

Riley T. Orloff (admitted pro hac vice)

340 Madison Avenue

New York, New York 10173-1922

Telephone: (212) 547-5400

Facsimile: (212) 547-5444

Email: twwalsh@mwe.com
dazman@mwe.com
rorloff@mwe.com

Counsel to the Debtors and
Debtors in Possession
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