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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11
HDC HOLDINGS II, LLC, et al.,! Case No. 24-12307 (TMH)
Debtors. (Jointly Administered)

Hearing Date: November 7, 2024 at 11:00 a.m. (ET)
Objection Deadline: October 31, 2024 at 4:00 p.m. (ET)

DEBTORS’ MOTION FOR 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

The above-captioned debtors and debtors in possession (collectively, the
“Debtors”) hereby submit this motion (this “Motion”) for the entry of an order, substantially in the

form attached hereto as Exhibit A (the “Proposed Order”), pursuant to sections 105 and 363 of

title 11 of the United States Code, 11 U.S.C. §§ 101-1532 (the “Bankruptcy Code”), establishing

procedures for the sale of certain of the Debtors’ Miscellaneous Assets (as defined below) outside
the ordinary course of business, free and clear of all liens, claims, interests, and encumbrances. In

support of this Motion, the Debtors respectfully state as follows:

' The Debtors in these chapter 11 cases, together with the last four digits of each Debtor’s federal tax identification
number, are: HDC Holdings II, LLC (2013); HDC Holdings III, LLC (3296); CCM Capital Assets, LLC (9451);
Channel Control Merchants, LLC (3319); Dirt Cheap I, LLC (9433); CCM Support Services, LLC (2059); CCM
Wholesale SE, LLC (7219); Channel Control Merchants of Texas, LLC (8091); Creative Sales Solutions, LLC
(1691); Dirt Cheap Arkansas, LLC (0244); Dirt Cheap Building Supplies, LLC (0880); Dirt Cheap of Georgia,
LLC (0269); Dirt Cheap of Louisiana, LLC (0067); Dirt Cheap SE, LLC (4928); Dirt Cheap Tennessee, LLC
(1273); Treasure Hunt, LLC (9393); CCM Wholesale, LLC (7219); Channel Control Merchants of California,
LLC (9011); and CAL Support Services, LLC (2859). The Debtors’ headquarters are located at 6892 US Hwy
49 North, Hattiesburg, Mississippi 39402.
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JURISDICTION AND VENUE

1. The United States Bankruptcy Court for the District of Delaware
(the “Court”) has jurisdiction over this matter pursuant to 28 U.S.C. §§ 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 pursuant to 28 U.S.C. § 157(b).

2. Pursuant to Rule 9013-1(f) of the Local Rules of Bankruptcy Practice and
Procedure of the United States Bankruptcy Court for the District of Delaware (the “Local Rules”),
the Debtors consent to the entry of a final order by the Court in connection with this Motion if it
is later determined that the Court, absent consent of the parties, cannot enter final orders or
judgments consistent with Article III of the United States Constitution.

3. Venue is proper in this District pursuant to 28 U.S.C. §§ 1408 and 1409.

4. The statutory bases for the relief sought herein are sections 105 and 363 of
the Bankruptcy Code.

BACKGROUND

A. General Background

5. On October 10, 2024 (the “Petition Date”), each of the Debtors commenced

a voluntary case under chapter 11 of the Bankruptcy Code (the “Chapter 11 Cases”). The Debtors

are authorized to operate their business and manage their properties as debtors in possession
pursuant to sections 1107(a) and 1108 of the Bankruptcy Code.

6. On October 23, 2024, the Office of the United States Trustee for the District
of Delaware (the “U.S. Trustee”) appointed an official committee of unsecured creditors (the
“Committee”) [D.I. 60]. No request has been made for the appointment of a trustee or examiner.

7. Additional information relating to the Debtors’ business, capital structure,

and the circumstances leading to the filing of the chapter 11 cases is set forth in the Declaration
32268577.4



Case 24-12307-TMH Doc 66 Filed 10/24/24 Page 3 of 13

of Jeffrey Martin in Support of Chapter 11 Petitions and Requests for First Day Relief [D.1. 2]

(the “First Day Declaration”).?

B. The Miscellaneous Assets

8. In the ordinary course of operating their business, the Debtors have amassed
and are currently in possession of, or have a right to possess, certain assets, including, but not
limited to, equipment, furniture, supplies, fixtures, intellectual property and other miscellaneous

tangible and intangible personal property (collectively, the “Miscellaneous Assets”),? which, given

the ongoing wind down of the Debtors’ business, are and will be of no significance to the Debtors’
operations. In the exercise of their sound business judgment, the Debtors have determined that it
is in the best interests of the Debtors’ stakeholders to promptly sell the Miscellaneous Assets
without the need for further notice, motions, hearings and subsequent Court approval, subject to
certain procedures set forth herein, in order to maximize the value of the Miscellaneous Assets.
The Debtors believe that the sale of the Miscellaneous Assets will eliminate unnecessary costs of
maintaining these assets and maximize the value of their estates.

9. Given the value of the Miscellaneous Assets in relation to the Debtors’
overall operations, the Debtors submit that the costs and other administrative expenses that would
otherwise be incurred by selling such assets by separate motions will be greatly reduced by the
implementation of efficient procedures. Therefore, the Debtors propose the procedures set forth

below to streamline the sale and transfer process and ensure that parties in interest receive

Capitalized terms used but not otherwise defined herein shall have the meanings ascribed to them in the First Day
Declaration.

For the avoidance of doubt, the Miscellaneous Assets do not include any assets that are considered “Store Closing
Assets” pursuant to the Interim Order Authorizing (I) the Debtors to Perform in Accordance with the Agreement;
(ii) the Conduct of the Store Closing Sales, with Such Sales to be Free and Clear of All Liens, Claims, and
Encumbrances, (IIl) Customary Bonuses to Employees of Closing Stores and Distribution Centers, and (IV)
Related Relief [D.1. 39] (the “Interim Store Closing Order”). Further, the Miscellaneous Assets do not include
the Debtors’ interests in any leases of nonresidential real property which, to the extent sold or assigned, shall be
subject to separate motion filed with the Court.
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appropriate notice of such sales. The proposed procedures described herein will allow the Debtors
to sell the Miscellaneous Assets in an efficient and cost-effective manner, thereby allowing the
Debtors to monetize the Miscellaneous Assets on a timeline consistent with the contemplated
wind-down.

C. Miscellaneous Asset Sale Procedures

10. In connection with the sale of the Miscellaneous Assets, the Debtors seek

authorization to sell such Miscellaneous Assets (each, a “Proposed Miscellaneous Asset Sale™)

pursuant to the following procedures (the “Miscellaneous Asset Sale Procedures”):

a) If the sale consideration from a purchaser of the Miscellaneous Assets does
not exceed $100,000, on a per-transaction basis, and if the sale is not to an insider (as defined in
section 101(31) of the Bankruptcy Code), the Debtors may sell the assets upon providing written
notice, via electronic mail or facsimile, to (i) the Office of the United States Trustee for the District
of Delaware, 844 King Street, Room 2207, Lockbox 35, Wilmington, DE 19801, Attn: Rosa
Sierra-Fox, Esq. (rosa.sierra-fox@usdoj.gov); (i1) counsel to any statutory committee appointed in
the Chapter 11 Cases; (iii) counsel to BMO Bank, N.A., Vedder Price, 1633 Broadway 31* Floor
New York, NY 10019, Attn: Michael L. Schein, Esq. (mschein@vedderprice.com); (iv) counsel
to Hancock Whitney Bank, Carver Darden Koretzky Tessier Finn Blossman & Areaux LLC, 1100
Pydras Street, Suite 3100 New Orleans, LA 70163, Attn: David F. Waguespack, Esq.
(waguespack@carverdarden.com); and (v) all known parties holding or asserting liens, claims,
encumbrances or other interests in the assets being sold and their respective counsel, if known
(collectively, the “Notice Parties”), which Notice Parties shall have five (5) business days from
the receipt of such notice to inform the Debtors in writing that they object to the proposed sale
described in this subparagraph. Such notice will include a description of the Miscellaneous Assets
that are the subject of the Proposed Miscellaneous Asset Sale and the economic terms of such
proposed sale. If no written objection is received from the Notice Parties, the Debtors may
consummate the Proposed Miscellaneous Asset Sale, without further notice to any other party and
without the need for a hearing, upon entry of an order of this Court submitted under certification
of counsel in accordance with these procedures. If a timely written objection is received from the
Notice Parties, the Debtors shall comply with the procedures set forth in subparagraph (e) below.

b) If the sale consideration from a purchaser for the Miscellaneous Assets, on
a per-transaction basis, exceeds $100,000 but is less than or equal to $500,000, or if the sale is to
an insider (as defined in section 101(31) of the Bankruptcy Code) in an amount less than or equal
to $500,000 on a per-transaction basis, the Debtors will file with the Court a notice, substantially
in the form attached to the Proposed Order as Exhibit 1, of such Proposed Miscellaneous Asset
Sale (a “Miscellaneous Asset Sale Notice”) and serve such Miscellaneous Asset Sale Notice by
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regular mail on the Notice Parties and any party that has requested notice in the Chapter 11 Cases
pursuant to Rule 2002 of the Federal Rules of Bankruptcy Procedure (the “Rule 2002 Parties™).*

c) The Miscellaneous Asset Sale Notice, to the extent that the Debtors have
such information, will include: (i) a description of the Miscellaneous Assets that are the subject
of the Proposed Miscellaneous Asset Sale; (ii) the geographic location of the Miscellaneous
Assets, as applicable; (iii) the economic terms of sale; (iv) the identity of any non-debtor party to
the Proposed Miscellaneous Asset Sale and specify whether that party is an “affiliate” or “insider”
as those terms are defined under section 101 of the Bankruptcy Code; and (v) the identity of the
party, if any, holding liens, claims, encumbrances or other interests in the subject Miscellaneous
Assets.

d) The Notice Parties and the Rule 2002 Parties shall have fourteen (14)
business days (unless extended by agreement from the Debtors) after either (i) notice of a Proposed
Miscellaneous Asset Sale is served pursuant to subparagraph (a) hereof or (i1) the Miscellaneous
Asset Sale Notice is filed and served pursuant to subparagraph (b) hereof to advise counsel to the
Debtors in writing with specific and particular bases that they object to the Proposed Miscellaneous
Asset Sale described in such Miscellaneous Asset Sale Notice (as used in these Miscellaneous
Asset Sale Procedures, the “Objection Deadline). If no written objection is received by the
Objection Deadline, the Debtors may consummate the Proposed Miscellaneous Asset Sale, without
further notice to any other party and without the need for a hearing, upon entry of an order of the
Court submitted under certification of counsel in accordance with these procedures, and upon entry
of such order, such Proposed Miscellaneous Asset Sale will be deemed fully authorized by the
Court.

e) If a written objection to a Proposed Miscellaneous Asset Sale is timely
received by the Objection Deadline, the Debtors will not proceed with the Proposed Miscellaneous
Asset Sale unless (i) the objection is withdrawn or otherwise resolved; or (ii) the Court approves
the Proposed Miscellaneous Asset Sale at the next regularly scheduled omnibus hearing in the
Chapter 11 Cases that is at least five (5) business days after receipt by the Debtors of the objection,
or at the next omnibus hearing in the Chapter 11 Cases that is agreed to by the objecting party and
the Debtors.

f) All buyers will acquire the Miscellaneous Assets sold by the Debtors
pursuant to these Miscellaneous Asset Sale Procedures on an “AS IS-WHERE IS” basis without
any representations or warranties from the Debtors as to the quality or fitness of such assets for
either its intended or any other purposes; provided, however, that buyers will take title to the
Miscellaneous Assets free and clear of all liens, claims, encumbrances and other interests pursuant
to section 363(f) of the Bankruptcy Code, with all such liens, claims, encumbrances and other
interests, if any, to attach to the proceeds of the sale of the Miscellaneous Assets, with the same
validity, force, and effect which they had against such Miscellaneous Assets prior to the sale.

4 To the extent that the Debtors seek to sell any assets for a purchase price of $500,000 or more, such transaction

will be subject to a separate motion filed and served in accordance with the Federal Rules of Bankruptcy
Procedures (the “Bankruptcy Rules™) and applicable Local Rules.
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g) Good faith purchasers of the Miscellaneous Assets shall be entitled to the
protections of section 363(m) of the Bankruptcy Code provided that such purchaser submit a
declaration in support of the proposed Sale and such evidence is not controverted or otherwise
challenged.

h) The absence of a timely objection to the sale of the Miscellaneous Assets in
accordance with the Miscellaneous Asset Sale Procedures shall be “consent” to such sale within

the meaning of section 363(f)(2) of the Bankruptcy Code.

RELIEF REQUESTED

11. By this Motion, the Debtors request that the Court enter the Proposed Order,
establishing procedures to sell the Miscellaneous Assets outside of the ordinary course of their
business, free and clear of all liens, claims, interests and encumbrances, pursuant to sections 105
and 363 of the Bankruptcy Code.

BASIS FOR RELIEF

12. The Miscellaneous Assets either currently do not offer any practical use to the
Debtors’ operations or will not offer any practical use to the Debtors’ estates following conclusion
of the Store Closing Sales, and are (or will be) unnecessary for the administration of the Chapter
11 Cases. In the exercise of their sound business judgment, the Debtors have determined that the
prompt sale of the Miscellaneous Assets, without the need for further notice, motions, hearings
and subsequent Court approval, subject to the procedures set forth herein, is in the best interests
of the Debtors’ stakeholders, and will enable the Debtors to maximize the value of the
Miscellaneous Assets. The Debtors desire to sell the Miscellaneous Assets to, among other things,
eliminate any costs associated with maintaining and disposing of unnecessary assets, including
possible administrative expense payments relating to storage, and to preserve and maximize the
value of their estates.

13. The Debtors believe that the asset sale procedures set forth below will
conserve the resources of the Court, the Debtors, and interested parties by avoiding the need for
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numerous motions to approve numerous piecemeal sales. The Debtors submit that the entry of an
order authorizing the sale of the Miscellaneous Assets without further notice or hearing, other than
as set forth below, is warranted under these circumstances, and in furtherance of the Debtors’
efforts to successfully prosecute the Chapter 11 Cases.

I The Sales of the Miscellaneous Assets Represent a Sound Exercise of the Debtors’
Business Judgment

14. Section 363(b)(1) of the Bankruptcy Code provides, in relevant part, that a
debtor in possession, “after notice and a hearing, may use, sell, or lease, other than in the ordinary
course of business, property of the estate.” 11 U.S.C. § 363(b)(1). Section 363 of the Bankruptcy
Code does not set forth a standard for determining when it is appropriate for a court to authorize
the sale or disposition of a debtor’s assets prior to confirmation of a plan. However, courts in this
Circuit and others have required that the decision to sell assets outside the ordinary course of
business be based upon the sound business judgment of the debtors. In re Abbotts Dairies of
Pennsylvania, Inc., 788 F.2d 143 (3d Cir. 1986); see also Myers v. Martin (In re Martin), 91 F.3d
389, 395 (3d Cir. 1996); Comm. of Equity Sec. Holders v. Lionel Corp. (In re Lionel Corp.), 722
F.2d 1063, 1071 (2d Cir. 1983); Dai-Ichi Kangyo Bank, Ltd. v. Montgomery Ward Holding Corp.,
(In re Montgomery Ward Holding Corp.), 242 B.R. 147, 153 (D. Del. 1999); In re Delaware &
Hudson Ry. Co., 124 B.R. 169, 176 (D.D.C. 1991).

15. The “sound business judgment” test requires a debtor to establish four elements in
order to justify the sale or lease of property outside the ordinary course of business, namely, (a) that
a “sound business purpose” justifies the sale of assets outside the ordinary course of business,
(b) that adequate and reasonable notice has been provided to interested persons, (c) that the debtors
have obtained a fair and reasonable price, and (d) good faith. Abbotts Dairies, 788 F.2d 143;

Titusville Country Club v. Pennbank (In re Titusville Country Club), 128 B.R. 396, 399 (Bankr.
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W.D. Pa. 1991); In re Sovereign Estate, Ltd., 104 B.R. 702, 704 (Bankr. E.D. Pa. 1989). A debtor’s
showing of a sound business purpose need not be unduly exhaustive; rather, a debtor is “simply
required to justify the proposed disposition with sound business reasons.” In re Baldwin United
Corp., 43 B.R. 888, 906 (Bankr. S.D. Ohio 1984). Whether or not there are sufficient business
reasons to justify a transaction depends upon the facts and circumstances of each case. Lionel, 722
F.2d at 1071; Montgomery Ward, 242 B.R. at 155 (approving funding of employee incentive and
severance program; business purpose requirement fulfilled because stabilizing turnover rate and
increasing morale were necessary to successful reorganization).

16.  Additionally, section 105(a) of the Bankruptcy Code provides a bankruptcy
court with broad powers in the administration of a case under the Bankruptcy Code. Section 105(a)
provides that “[t]he court may issue any order, process, or judgment that is necessary or appropriate
to carry out the provisions of [the Bankruptcy Code].” 11 U.S.C. § 105(a). Provided that a
bankruptcy court does not employ its equitable powers to achieve a result not contemplated by the
Bankruptcy Code, the exercise of its section 105(a) power is proper. In re Fesco Plastics Corp.,
996 F.2d 152, 154 (7th Cir. 1993); Pincus v. Graduate Loan Ctr. (In re Pincus), 280 B.R. 303, 312
(Bankr. S.D.N.Y. 2002). Pursuant to section 105(a), a court may fashion an order or decree that
helps preserve or protect the value of a debtor’s assets. See, e.g., Chinichian v. Campolongo (In
re Chinichian), 784 F.2d 1440, 1443 (9th Cir. 1986) (“Section 105 sets out the power of the
bankruptcy court to fashion orders as necessary pursuant to the purposes of the Bankruptcy
Code.”); In re Cooper Props. Liquidating Trust, Inc., 61 B.R. 531, 537 (Bankr. W.D. Tenn. 1986)

(noting that the bankruptcy court is “one of equity and as such it has a duty to protect whatever
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equities a debtor may have in property for the benefit of its creditors as long as that protection is
implemented in a manner consistent with the bankruptcy laws.”).

17. The Debtors submit that there is ample business justification for the
approval of the Miscellaneous Asset Sale Procedures and the sale of the Miscellaneous Assets in
accordance therewith. The sales of the Miscellaneous Assets will inure to the benefit of the
Debtors’ estates and creditors, as they will further the Debtors’ efforts to successfully prosecute
the Chapter 11 Cases and, therefore, the relief requested represents an exercise of the Debtors’
sound business judgment.

18. The Debtors’ proposed sales of the Miscellaneous Assets are in “good faith”
within the meaning of the Abbotts Dairies analysis. The Debtors represent that no insider will
gain an unfair advantage from the sales pursuant to the Miscellaneous Asset Sale Procedures, as
notice of any sale to an insider must be filed on the docket and served on the Notice Parties and
the Rule 2002 Parties. The Notice Parties and the Rule 2002 Parties, as applicable, will then have
an appropriate opportunity to review, among other things, the adequacy of the price to be received
for any sale of Miscellaneous Assets in accordance with the Miscellaneous Asset Sale Procedures.

19. Bankruptcy Rule 2002(a)(2) generally requires a minimum of twenty-one
(21) days’ notice of proposed sales of estate property outside the ordinary course of business to be
provided by mail to parties in interest “unless the court for cause shown shortens the time or directs
another method of giving notice.” Fed. R. Bankr. P. 2002(a)(2).

20. The Bankruptcy Code defines the notice and hearing requirement to mean
such notice and opportunity for hearing “as is appropriate in the particular circumstances” of the
case, including court approval of a sale of estate property without a hearing where appropriate

notice is given and no party timely requests a hearing. 11 U.S.C. § 102(1). Similarly, the court in
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In re Lomas Fin. Corp. held that notice is appropriate under section 102(1) of the Bankruptcy Code
where it is “reasonably calculated, under all circumstances, to apprise interested parties of the
pendency of the action and afford them an opportunity to present their objections.” 212 B.R. 46,
54 (Bankr. D. Del. 1997) (quoting Mullane v. Central Hanover Bank & Trust Co., 339 U.S. 306,
314 (1950)).

21. The Miscellaneous Asset Sale Procedures contain reasonable notice and
objection procedures which are justified under the circumstances of the Chapter 11 Cases and
comply with objection periods applicable under Bankruptcy Rule 2002, as the Miscellaneous
Assets are not, or will not be, necessary for the continued operation of the Debtors’ business. The
Miscellaneous Asset Sale Procedures are designed to maximize the value realized from the sales
of the Miscellaneous Assets. The Debtors will serve notice of each Proposed Miscellaneous Asset
Sale on the Notice Parties and the Rule 2002 Parties, as applicable, as provided for in the
Miscellaneous Asset Sale Procedures. As such, any party whose rights may be affected by a
proposed sale will receive adequate notice.

22. Because the sales of the Miscellaneous Assets are expected to be of
relatively modest value, the usual process of obtaining Court approval of each individual sale
would impose unnecessary administrative burdens on the Court, would be prohibitively expensive
to the Debtors’ estates, and in some instances may hinder the Debtors’ ability to take advantage of
sale opportunities that are available only for a limited time. Finally, as noted above, the “notice
and a hearing” requirement contained in section 363(b)(1) of the Bankruptcy Code is satisfied
absent a hearing where there is an opportunity for a hearing and no party in interest timely requests

a hearing. 11 U.S.C. § 102(1).
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I1. The Sales of the Miscellaneous Assets Should Be Approved Under Section 363(f) of
the Bankruptcy Code

23. Pursuant to section 363(f) of the Bankruptcy Code, a debtor in possession
may sell all or any part of its property free and clear of any and all liens, claims or interests in such
property if (i) such a sale is permitted under applicable non-bankruptcy law, (ii) the party asserting
such a lien, claim or interest consents to such sale, (iii) the interest is a lien and the purchase price
for the property is greater than the aggregate amount of all liens on the property, (iv) the interest
is the subject of a bona fide dispute, or (v) the party asserting the lien, claim or interest could be
compelled, in a legal or equitable proceeding, to accept a money satisfaction for such interest.
11 U.S.C. § 363(f); see In re Elliot, 94 B.R. 343, 345 (E.D. Pa. 1988) (section 363(f) written in
disjunctive; court may approve sale “free and clear” provided at least one of the subsections is
met).

24. The Debtors proposes to sell or transfer the Miscellaneous Assets in a
commercially reasonable manner, and expect that the value of the proceeds from such sales or
transfers will fairly reflect the value of the property sold. Pursuant to the Miscellaneous Asset Sale
Procedures, any party with a lien on the Miscellaneous Assets sold or transferred shall have a
corresponding security interest in the proceeds of such sale or transfer with the same validity,
extent, and priority as attached to such Miscellaneous Assets immediately prior to the transaction.
Moreover, the Debtors propose that if a party in interest fails to timely object to a Miscellaneous
Asset sale consistent with the Miscellaneous Asset Sale Procedures, such party shall be deemed to
“consent” to such Miscellaneous Asset sale within the meaning of section 363(f)(2) of the

Bankruptcy Code. As such, the requirements of section 363(f) of the Bankruptcy Code would be
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satisfied for any proposed sales or transfers free and clear of liens, claims, encumbrances, and
other interests

C. Bankruptcy Rule 6004(h) Should Be Waived

25.  Bankruptcy Rule 6004(h) provides that an order authorizing the use, sale,
or lease of property is stayed until the expiration of fourteen (14) days after entry of the order,
unless the court orders otherwise. The Debtors, however, request that the Proposed Order, and
any sale consummated pursuant to those procedures, be effective immediately. It is in the best
interests of the Debtors’ estates to facilitate the closing of these miscellaneous asset sale
transactions, thereby expediting the receipt of related sale proceeds into the estates. Moreover, the
often difficult task of securing a buyer will be facilitated by the Debtors’ ability to quickly
consummate a sale transaction. Accordingly, the Debtors submit that the fourteen-day stay set
forth in Bankruptcy Rule 6004(h) should be waived in connection with all sales of Miscellaneous
Assets pursuant to the Miscellaneous Asset Sale Procedures.

26.  For all of the reasons set forth above, the Debtors respectfully request that
the Court authorize and approve the relief requested herein as an exercise of the Debtors’ sound
business judgment.

NOTICE

27.  Notice of this Motion will be provided to: (i) the U.S. Trustee; (ii) counsel
for BMO Bank, N.A.; (iii) counsel for Hancock Whitney Bank; (iv) holders of the thirty (30)
largest unsecured claims on a consolidated basis against the Debtors; and (v) any party that has
requested notice pursuant to Bankruptcy Rule 2002. The Debtors submit that, in light of the nature

of the relief requested, no other or further notice need be given.
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WHEREFORE, the Debtors request entry of the Proposed Order, granting the relief

CONCLUSION

requested herein and such other and further relief as is just and proper.

Dated: October 24, 2024
Wilmington, Delaware

32268577.4

YOUNG CONAWAY STARGATT & TAYLOR, LLP

/s/ S. Alexander Faris

Michael R. Nestor (No. 3526)

Andrew L. Magaziner (No. 5426)

S. Alexander Faris (No. 6278)

Kristin L. McElroy (No. 6871)

Andrew M. Lee (No. 7078)

Rodney Square

1000 North King Street

Wilmington, Delaware 19801

Tel:  (302) 571-6600

Fax: (302)571-1253

Email: mnestor@ycst.com
amagaziner@ycst.com
afaris@ycst.com
kmcelroy@ycst.com
alee@ycst.com

Proposed Counsel to the Debtors and Debtors in
Possession
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11
HDC HOLDINGS II, LLC, et al.,* Case No. 24-12307 (TMH)
Debtors. (Jointly Administered)

Hearing Date: November 7, 2024 at 11:00 a.m. (ET)
Objection Deadline: October 31, 2024 at 4:00 p.m. (ET)

NOTICE OF MOTION

PLEASE TAKE NOTICE that the above-captioned debtors and debtors in
possession (collectively, the “Debtors™) have filed the Debtors’ Motion for 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 (the “Motion”) with the United States Bankruptcy Court for the District of
Delaware (the “Court”).

PLEASE TAKE FURTHER NOTICE that any objections to the Motion must be
filed on or before October 31, 2024 at 4:00 p.m. (ET) (the “Objection Deadline”) with the United
States Bankruptcy Court for the District of Delaware, 3" Floor, 824 North Market Street,
Wilmington, Delaware 19801. At the same time, you must serve a copy of any objection upon the
undersigned proposed counsel to the Debtors so as to be received on or before the Objection
Deadline.

PLEASE TAKE FURTHER NOTICE THAT A HEARING TO CONSIDER
THE MOTION WILL BE HELD ON NOVEMBER 7, 2024 AT 11:00 A.M. (ET) BEFORE THE
HONORABLE THOMAS M. HORAN IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE, 824 N. MARKET STREET, 5TH FLOOR,
COURTROOM NO. 6, WILMINGTON, DELAWARE 19801.

1 The Debtors in these chapter 11 cases, together with the last four digits of each Debtor’s federal tax identification
number, are: HDC Holdings 11, LLC (2013); HDC Holdings 111, LLC (3296); CCM Capital Assets, LLC (9451);
Channel Control Merchants, LLC (3319); Dirt Cheap I, LLC (9433); CCM Support Services, LLC (2059); CCM
Wholesale SE, LLC (7219); Channel Control Merchants of Texas, LLC (8091); Creative Sales Solutions, LLC
(1691); Dirt Cheap Arkansas, LLC (0244); Dirt Cheap Building Supplies, LLC (0880); Dirt Cheap of Georgia,
LLC (0269); Dirt Cheap of Louisiana, LLC (0067); Dirt Cheap SE, LLC (4928); Dirt Cheap Tennessee, LLC
(1273); Treasure Hunt, LLC (9393); CCM Wholesale, LLC (7219); Channel Control Merchants of California,
LLC (9011); and CAL Support Services, LLC (2859). The Debtors’ headquarters are located at 6892 US Hwy
49 North, Hattiesburg, Mississippi 39402.
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PLEASE TAKE FURTHER NOTICE THAT, IF YOU FAIL TO RESPOND
IN ACCORDANCE WITH THIS NOTICE, THE COURT MAY GRANT THE RELIEF
REQUESTED IN THE MOTION WITHOUT FURTHER NOTICE OR A HEARING.

Dated: October 24, 2024
Wilmington, Delaware

32293148.1

YOUNG CONAWAY STARGATT & TAYLOR, LLP

/sl S. Alexander Faris

Michael R. Nestor (No. 3526)

Andrew L. Magaziner (No. 5426)

S. Alexander Faris (No. 6278)

Kristin L. McElroy (No. 6871)

Andrew M. Lee (No. 7078)

Rodney Square

1000 North King Street

Wilmington, Delaware 19801

Tel:  (302) 571-6600

Fax: (302) 571-1253

Email: mnestor@ycst.com
amagaziner@ycst.com
afaris@ycst.com
kmcelroy@ycst.com
alee@ycst.com

Proposed Counsel to the Debtors and Debtors in
Possession
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11
HDC HOLDINGS II, LLC, et al.,! Case No. 24-12307 (TMH)
Debtors. (Jointly Administered)

Ref. Docket No.

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

Upon consideration of the motion (the “Motion”)? of the above-captioned debtors
and debtors in possession (the “Debtors”) for entry of an order (this “Order”), pursuant to sections
105 and 363 of the Bankruptcy Code, establishing procedures for the sale of the Miscellaneous
Assets outside the ordinary course of business, free and clear of all liens, claims, interests, and
encumbrances; and upon consideration of the record of the Chapter 11 Cases; and it appearing that
this Court has jurisdiction to consider the Motion in accordance with 28 U.S.C. §§ 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; and it appearing that the Motion is a core matter

pursuant to 28 U.S.C. § 157(b)(2) and that this Court may enter a final order consistent with Article

The Debtors in these chapter 11 cases, together with the last four digits of each Debtor’s federal tax identification
number, are: HDC Holdings II, LLC (2013); HDC Holdings III, LLC (3296); CCM Capital Assets, LLC (9451);
Channel Control Merchants, LLC (3319); Dirt Cheap I, LLC (9433); CCM Support Services, LLC (2059); CCM
Wholesale SE, LLC (7219); Channel Control Merchants of Texas, LLC (8091); Creative Sales Solutions, LLC
(1691); Dirt Cheap Arkansas, LLC (0244); Dirt Cheap Building Supplies, LLC (0880); Dirt Cheap of Georgia,
LLC (0269); Dirt Cheap of Louisiana, LLC (0067); Dirt Cheap SE, LLC (4928); Dirt Cheap Tennessee, LLC
(1273); Treasure Hunt, LLC (9393); CCM Wholesale, LLC (7219); Channel Control Merchants of California,
LLC (9011); and CAL Support Services, LLC (2859). The Debtors’ headquarters are located at 6892 US Hwy
49 North, Hattiesburg, Mississippi 39402.

2 Capitalized terms used but not defined herein shall have the meanings ascribed to them in the Motion.

32268577.4



Case 24-12307-TMH Doc 66-2 Filed 10/24/24 Page 3 of 10

IIT of the United States Constitution; and it appearing that venue of the Chapter 11 Cases and of
the Motion is proper pursuant to 28 U.S.C. §§ 1408 and 1409; and it appearing that due and
adequate notice of the Motion has been given under the circumstances and that no other or further
notice need be given; and it appearing that the relief requested in the Motion is in the best interests
of the Debtors’ estates, their creditors, and other parties in interest and an appropriate exercise of
the Debtors’ business judgment; and after due deliberation, and good and sufficient cause
appearing therefor,

IT IS HEREBY ORDERED THAT:

1. The Motion is GRANTED as set forth herein.

2. The Debtors are authorized to sell the Miscellaneous Assets (each, a

“Proposed Miscellaneous Asset Sale”) in accordance with the following procedures (the

“Miscellaneous Asset Sale Procedures”) and the terms of this Order:

a) If the sale consideration from a purchaser of the Miscellaneous Assets does
not exceed $100,000, on a per-transaction basis, and if the sale is not to an insider (as defined in
section 101(31) of the Bankruptcy Code), the Debtors may sell the assets upon providing written
notice, via electronic mail or facsimile, to (i) the Office of the United States Trustee for the District
of Delaware, 844 King Street, Room 2207, Lockbox 35, Wilmington, DE 19801, Attn: Rosa
Sierra-Fox, Esq. (rosa.sierra-fox@usdoj.gov); (ii) counsel to any statutory committee appointed in
the Chapter 11 Cases; (iii) counsel to BMO Bank, N.A., Vedder Price, 1633 Broadway 31 Floor
New York, NY 10019, Attn: Michael L. Schein, Esq. (mschein@vedderprice.com); (iv) counsel
to Hancock Whitney Bank, Carver Darden Koretzky Tessier Finn Blossman & Areaux LLC, 1100
Pydras Street, Suite 3100 New Orleans, LA 70163, Attn: David F. Waguespack, Esq.
(waguespack@carverdarden.com); and (v) all known parties holding or asserting liens, claims,
encumbrances or other interests in the assets being sold and their respective counsel, if known
(collectively, the “Notice Parties”), which Notice Parties shall have five (5) business days from
the receipt of such notice to inform the Debtors in writing that they object to the proposed sale
described in this subparagraph. Such notice will include a description of the Miscellaneous Assets
that are the subject of the Proposed Miscellaneous Asset Sale and the economic terms of such
proposed sale. If no written objection is received from the Notice Parties, the Debtors may
consummate the Proposed Miscellaneous Asset Sale, without further notice to any other party and
without the need for a hearing, upon entry of an order of this Court submitted under certification
of counsel in accordance with these procedures. If a timely written objection is received from the
Notice Parties, the Debtors shall comply with the procedures set forth in subparagraph (e) below.

32268577.4
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b) If the sale consideration from a purchaser for the Miscellaneous Assets, on
a per-transaction basis, exceeds $100,000 but is less than or equal to $500,000, or if the sale is to
an insider (as defined in section 101(31) of the Bankruptcy Code) in an amount less than or equal
to $500,000 on a per-transaction basis, the Debtors will file with the Court a notice, substantially
in the form attached to the Proposed Order as Exhibit 1, of such Proposed Miscellaneous Asset
Sale (a “Miscellaneous Asset Sale Notice”) and serve such Miscellaneous Asset Sale Notice by
regular mail on the Notice Parties and any party that has requested notice in the Chapter 11 Cases
pursuant to Rule 2002 of the Federal Rules of Bankruptcy Procedure (the “Rule 2002 Parties™).>

c) The Miscellaneous Asset Sale Notice, to the extent that the Debtors have
such information, will include: (i) a description of the Miscellaneous Assets that are the subject
of the Proposed Miscellaneous Asset Sale; (ii) the geographic location of the Miscellaneous
Assets, as applicable; (iii) the economic terms of sale; (iv) the identity of any non-debtor party to
the Proposed Miscellaneous Asset Sale and specify whether that party is an “affiliate” or “insider”
as those terms are defined under section 101 of the Bankruptcy Code; and (v) the identity of the
party, if any, holding liens, claims, encumbrances or other interests in the subject Miscellaneous
Assets.

d) The Notice Parties and the Rule 2002 Parties shall have fourteen (14)
business days (unless extended by agreement from the Debtors) after either (i) notice of a Proposed
Miscellaneous Asset Sale is served pursuant to subparagraph (a) hereof or (i1) the Miscellaneous
Asset Sale Notice is filed and served pursuant to subparagraph (b) hereof to advise counsel to the
Debtors in writing with specific and particular bases that they object to the Proposed Miscellaneous
Asset Sale described in such Miscellaneous Asset Sale Notice (as used in these Miscellaneous
Asset Sale Procedures, the “Objection Deadline). If no written objection is received by the
Objection Deadline, the Debtors may consummate the Proposed Miscellaneous Asset Sale, without
further notice to any other party and without the need for a hearing, upon entry of an order of the
Court submitted under certification of counsel in accordance with these procedures, and upon entry
of such order, such Proposed Miscellaneous Asset Sale will be deemed fully authorized by the
Court.

e) If a written objection to a Proposed Miscellaneous Asset Sale is timely
received by the Objection Deadline, the Debtors will not proceed with the Proposed Miscellaneous
Asset Sale unless (i) the objection is withdrawn or otherwise resolved; or (ii) the Court approves
the Proposed Miscellaneous Asset Sale at the next regularly scheduled omnibus hearing in the
Chapter 11 Cases that is at least five (5) business days after receipt by the Debtors of the objection,
or at the next omnibus hearing in the Chapter 11 Cases that is agreed to by the objecting party and
the Debtors.

f) All buyers will acquire the Miscellaneous Assets sold by the Debtors
pursuant to these Miscellaneous Asset Sale Procedures on an “AS IS-WHERE IS” basis without
any representations or warranties from the Debtors as to the quality or fitness of such assets for
either its intended or any other purposes; provided, however, that buyers will take title to the

3 To the extent that the Debtors seek to sell any assets for a purchase price of $500,000 or more, such transaction

shall be subject to a separate motion filed and served in accordance with the Federal Rules of Bankruptcy
Procedures (the “Bankruptcy Rules™) and applicable Local Rules.
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Miscellaneous Assets free and clear of all liens, claims, encumbrances and other interests pursuant
to section 363(f) of the Bankruptcy Code, with all such liens, claims, encumbrances and other
interests, if any, to attach to the proceeds of the sale of the Miscellaneous Assets, with the same
validity, force, and effect which they had against such Miscellaneous Assets prior to the sale.

g) Good faith purchasers of the Miscellaneous Assets shall be entitled to the
protections of section 363(m) of the Bankruptcy Code provided that such purchaser submit a
declaration in support of the proposed Sale and such evidence is not controverted or otherwise
challenged.

h) The absence of a timely objection to the sale of the Miscellaneous Assets in
accordance with the Miscellaneous Asset Sale Procedures shall be “consent” to such sale within
the meaning of section 363(f)(2) of the Bankruptcy Code.

3. Notice of any sale of the Miscellaneous Assets in accordance with the
Miscellaneous Asset Sale Procedures and the terms of this Order shall be sufficient notice of the
sale of such assets.

4. The provision in Bankruptcy Rule 6004(h) staying an order authorizing the
use, sale, or lease of property until the expiration of fourteen (14) days after entry of the order is
hereby waived in respect of the sale of any Miscellaneous Assets made in accordance with this
Order.

5. The Debtors are authorized and empowered to take all actions necessary to
implement the relief granted in this Order.

6. This Court shall retain jurisdiction to hear and determine all matters arising

from or related to the implementation of this Order.

32268577.4
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EXHIBIT 1
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11
HDC HOLDINGS II, LLC, et al.,! Case No. 24-12307 (TMH)
Debtors. (Jointly Administered)
Objection Deadline: [], 2024 at 4:00 p.m. (ET)

NOTICE OF PROPOSED MISCELLANEOUS ASSET SALE

PLEASE TAKE FURTHER NOTICE that on [e], 2024, the United States
Bankruptcy Court for the District of Delaware (the “Court”) entered that certain 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 [D.1. @] the (“Miscellaneous Asset Sale Procedures Order”),> whereby
the Court authorized the above-captioned debtors and debtors in possession (collectively,
the “Debtors”), to sell certain Miscellaneous Assets in accordance with procedures provided for
therein.

PLEASE TAKE FURTHER NOTICE that, pursuant to the terms of the
Miscellaneous Asset Sale Procedures Order, the Debtors propose to sell (the “Proposed
Miscellaneous Asset Sale™) the Miscellaneous Assets as set forth on Exhibit A attached hereto.
In accordance with the Miscellancous Asset Sale Procedures Order, Exhibit A attached hereto
provides: (i) a description of the Miscellaneous Assets that are the subject of the Proposed
Miscellaneous Asset Sale; (i) the location of the Miscellaneous Assets; (iii) the economic terms
of the Proposed Miscellaneous Asset Sale; (iv) the identity of any non-debtor party to the Proposed
Miscellaneous Asset Sale and whether that party is an “affiliate” or “insider” as those terms are
defined under section 101 of the Bankruptcy Code; and (v) the identity of parties, if any, holding
liens, claims, encumbrances or other interests in the Miscellaneous Assets.

PLEASE TAKE FURTHER NOTICE that pursuant to the Miscellaneous Asset
Sale Procedures Order, parties shall have until [e], 2024 at 4:00 p.m. (Eastern Time)

' The Debtors in these chapter 11 cases, together with the last four digits of each Debtor’s federal tax identification

number, are: HDC Holdings II, LLC (2013); HDC Holdings III, LLC (3296); CCM Capital Assets, LLC (9451);
Channel Control Merchants, LLC (3319); Dirt Cheap I, LLC (9433); CCM Support Services, LLC (2059); CCM
Wholesale SE, LLC (7219); Channel Control Merchants of Texas, LLC (8091); Creative Sales Solutions, LLC
(1691); Dirt Cheap Arkansas, LLC (0244); Dirt Cheap Building Supplies, LLC (0880); Dirt Cheap of Georgia,
LLC (0269); Dirt Cheap of Louisiana, LLC (0067); Dirt Cheap SE, LLC (4928); Dirt Cheap Tennessee, LLC
(1273); Treasure Hunt, LLC (9393); CCM Wholesale, LLC (7219); Channel Control Merchants of California,
LLC (9011); and CAL Support Services, LLC (2859). The Debtors’ headquarters are located at 6892 US Hwy
49 North, Hattiesburg, Mississippi 39402.

Capitalized terms used but not defined herein shall have the meanings ascribed to such terms in the Miscellaneous
Asset Sale Procedures Order.
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(the “Objection Deadline”) to advise the undersigned counsel to the Debtors in writing with
specific and particular bases that they object to the Proposed Miscellaneous Asset Sale.

PLEASE TAKE FURTHER NOTICE THAT IF NO WRITTEN
OBJECTION IS RECEIVED BY THE OBJECTION DEADLINE, THE ABSENCE OF A
TIMELY OBJECTION TO THE PROPOSED MISCELLANEOUS ASSET SALE SHALL
BE “CONSENT” TO SUCH SALE WITHIN THE MEANING OF SECTION 363(F)(2) OF
THE BANKRUPTCY CODE, AND THE DEBTORS MAY CONSUMMATE THE
PROPOSED MISCELLANEOUS ASSET SALE, WITHOUT FURTHER NOTICE TO
ANY OTHER PARTY AND WITHOUT THE NEED FOR A HEARING, UPON ENTRY
OF AN ORDER OF THE COURT SUBMITTED UNDER CERTIFICATION OF
COUNSEL IN ACCORDANCE WITH THE MISCELLANEOUS ASSET SALE
PROCEDURES ORDER, AND UPON ENTRY OF SUCH ORDER, THE PROPOSED
MISCELLANEOUS ASSET SALE WILL BE DEEMED FULLY AUTHORIZED BY THE
COURT.

PLEASE TAKE FURTHER NOTICE that if a written objection to the Proposed
Miscellaneous Asset Sale is timely received by the Objection Deadline, the Debtors will not
proceed with the Proposed Miscellaneous Asset Sale unless (i) the objection is withdrawn or
otherwise resolved; or (ii) the Court approves the Proposed Miscellaneous Asset Sale at the next
regularly scheduled omnibus hearing in the Chapter 11 Cases that is at least five (5) business days
after receipt by the Debtors of the objection, or at the next omnibus hearing in the Chapter 11
Cases that is agreed to by the objecting party and the Debtors.

[Remainder of Page Intentionally Left Blank]
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Dated: [°], 2024 YOUNG CONAWAY STARGATT & TAYLOR, LLP
Wilmington, Delaware

Michael R. Nestor (No. 3526)

Andrew L. Magaziner (No. 5426)

S. Alexander Faris (No. 6278)

Kristin L. McElroy (No. 6871)

Andrew M. Lee (No. 7078)

Rodney Square

1000 North King Street

Wilmington, Delaware 19801

Tel:  (302) 571-6600

Fax: (302)571-1253

Email: mnestor@ycst.com
amagaziner@ycst.com
afaris@ycst.com
kmcelroy@ycst.com
alee@ycst.com

Proposed Counsel to the Debtors and Debtors in
Possession
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