IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

In re: Chapter 11

TAYLOR-WHARTON Case No. 09-14089 ( )

INTERNATIONAL LLC!, et al., (Joint Administration Pending)
Debtors.

DEBTORS’ MOTION PURSUANT TO 11 U.S.C. §§ 105(a) AND 345
(b), FED. R. BANKR. P. 2015 AND DEL. BANKR. L.R. 2015-2 FOR AN ORDER
(I) AUTHORIZING AND APPROVING CONTINUED USE OF CASH
MANAGEMENT SYSTEM, (II) AUTHORIZING USE OF PRE-PETITION
BANK ACCOUNTS AND BUSINESS FORMS, (IIT) AUTHORIZING
INTERCOMPANY TRANSACTIONS, AND (IV) WAIVING
THE REQUIREMENTS OF 11 U.S.C. § 345(b) ON AN INTERIM BASIS

Taylor-Wharton International LLC (“TWI”), together with its affiliated debtors and
debtors in possession (collectively, the “Debtors”), by and through their undersigned counsel,
respectfully submit this Motion for entry of an Order, pursuant to Sections 105(a) and 345(b) of

title 11, United States Code, 11 U.S.C. §§ 101, et seq. (the “Bankruptcy Code™), Rule 2015 of

the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules™) and Rule 2015-2(a) and (b)

of the Local Rules of Bankruptcy Practice and Procedure of the United States Bankruptcy Court
for the District of Delaware (the “Local Rules”) (i) authorizing and approving the Debtors’
continued use of their existing cash management system, (ii) authorizing the Debtors’ continued
use of pre-petition bank accounts and business forms, (iii) the continuation of ordinary course

intercompany transactions, and (iv) waiving the requirements of Section 345(b) on an interim

! The Debtors in these cases, along with the last four digits of each Debtor’s federal tax

identification number are: Taylor-Wharton International LLC (1577); TWI-Holding LLC (8154); Taylor-
Wharton Intermediate Holdings LLC (6890]); Alpha One Inc. (1392); Beta Two Inc. (1408); Gamma
Three Inc. (1367); Delta Four Inc. (1320); Epsilon Five Inc. (1344); TW Cryogenics LLC (1713); TW
Cylinders LLC (1665); Sherwood Valve LLC (1781); American Welding & Tank LLC (1945); and TW
Express LLC (6414).



basis with respect to the Debtors’ deposit practices (this “Motion”). In support of this Motion,
the Debtors rely on and incorporate by reference the Declaration of Leonard York in Support of

Debtors’ Chapter 11 Petitions and First Day Motions (the “York Declaration”). In further

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

Jurisdiction and Venue

1. The Court has jurisdiction over this Motion pursuant to 28 U.S.C. §§ 157(b)(2)
and 1334. This is a core proceeding within the meaning of 28 U.S.C. § 157(b)(2).

2. Venue of the above-captioned bankruptcy cases (these “Cases”) and this Motion
are proper in this District pursuant to 28 U.S.C. §§ 1408 and 1409.

3. The statutory predicates for thé relief sought herein are Sections 105(a) and 345
of the Bankruptcy Code, Bankruptcy Rule 2015 and Local Rule 2015-2(a) and (b).

Factual Backgsround

4. On November 18, 2009 (the “Petition Date”), the Debtors filed Voluntary
Petitions for relief under chapter 11 of the Bankruptcy Code. No request has been made for the
appointment of a trustee or examiner and the Debtors continue to operate their businesses and
manage their properties as debtors-in-possession pursuant to Sections 1107(a) and 1108 of the
Bankruptcy Code. As of the date hereof, no Official Committee of Unsecured Creditors has
been appointed in these Cases.

5. The Court and the parties in interest herein are respectfully referred to the
contemporaneously filed York Declaration for a plenary discussion of the Debtors’ background

and for a further recitation of the facts supporting this Motion.



A. The Debtors’ Businesses

6. TWI is a Delaware limited liability holding company that wholly owns, through
separate Delaware corporations, five distinct subsidiary limited liability companies, each of
which is engaged in specific manufacturing operations generally engaged in the field of gas

technology (the “Operating Companies”).

7. TWI acquired its various businesses from Harsco Corporation (“Harsco™)
pursuant to an Asset and Stock Purchase Agreement dated as of November 27, 2007 (the “Asset

Purchase Agreement”), pursuant to which TWI paid Harsco $300 million in cash and agreed to

pay up to an additional $40 million on a contingent “earnout” basis, subject to various
adjustments, including a traditional post-closing working capital adjustment.

8. Thereafter TWI, through the Operating Companies, commenced operations within
its current corporate structure. Certain managerial and related financial functions are centralized
at the TWI level, although each Operating Company has a distinct operation. More specifically,
the former Harsco businesses are now organized among the TWI Operating Companies as

follows:

i. TW Cryogenics LLC (“Cryogenics”). Cryogenics has operations in Theodore,
Alabama and Jesup, Georgia, and its wholly-owned subsidiaries have operations
in China, Malaysia, Slovakia, Germany and Australia. Cryogenics is engaged
principally in the manufacturing of cryogenic portable and bulk storage tanks.
The products are used for storing cryogenic liquids, providing economical
solutions for transporting, storing and dispensing liquefied gasses, medical
applications, beverage carbonation applications and other related storage and
delivery solutions. Customers for these products include liquid gas distribution
and production companies, cryoscience equipment distributors, carbonation
system retailers and distributors, and others engaged in the cryogenics business.

ii. Sherwood Valve LLC (“Sherwood™). Sherwood has manufacturing facilities in
Washington, Pennsylvania, Niagara Falls, New York and Cleveland, Ohio and is
the leading valve producer for the industrial gas industry. Sherwood supplies
valves to other TWI Operating Companies, with significant inter-affiliate sales.
Among its products are industrial gas valves, propane tank valves and regulators,




air conditioning and refrigeration products and SCBA, life support, SCUBA and
oxygen valves. Customers include multiple tank and cylinder manufacturers
(including the affiliated Operating Companies), gas packages, refrigeration rack
manufacturers, air conditioning manufacturers, SCBA, SCUBA and medical
industry manufacturers.

iil. American Welding & Tank LLC (“AWT”). AWT has manufacturing facilities
in Jesup, Georgia, Fremont, Ohio, Bloomfield, Iowa, Crossville, Tennessee and
West Jordan, Utah and is a world leader in the design, manufacturing, repair,
refurbishment and conversion of propane tanks for residential commercial,
industrial and agricultural applications. AWT’s products include bulk steel
above-ground and underground propane storage tanks as well as tanks designed
for anhydrous ammonia. Customers for manufactured and refurbished products
include nationwide and regional propane distributors.

iv. TW Express LLC (“TW_Express”). TW Express is a distribution company
which primarily serves AWT and holds the transportation assets and leases of
TWIL

9. TWI also has a fifth operating business, TWI Cylinders LLC (“Cylinders™), which
has operations in Harrisburg, Pennsylvania and Huntsville, Alabama and is engaged in the
manufacturing of high and low pressure cylinders. The Debtors have been marketing the
Cylinders business for sale and expect to complete a sale of this business pursuant to Section 363
of the Bankruptcy Code during the pendency of these Cases.

10.  Shortly after the closing of the transactions pursuant to which the Debtors
acquired their assets from Harsco, the Debtors determined that they had significant claims
against Harsco for breaches of representations and warranties which Harsco made under the
Asset Purchase Agreement. These claims pertained to the nature and value of the assets which
the Debtors had acquired from Harsco and also to the amount of the working capital adjustment
to the purchase price for those assets. The Debtors thereafter commenced an arbitration
" proceeding against Harsco to realize on such claims and ultimately settled their dispute with

Harsco over these issues in October 2009.



B. Pre-petition Capitalization

11. As of the Petition Date, two levels of secured debt encumbered the Debtors'
assets. The Debtors have $73.9 million currently outstanding under a senior secured debt
facility, in addition to 7.1 million of undrawn letters of credit (the "Senior Debt") pursuant to a
Credit Agreement, dated as of December 7, 2007, originally by and among the Debtors, General
Electric Capital Corporation as Agent (“GE”), Merrill Lynch Business Financial Services Inc.,

and The CIT Group/Business Credit Inc. The Debtors also have $73.3 million outstanding on

senior subordinated secured notes plus accrued interest (the “Mezzanine Debt”) issued pursuant
to the Note Purchase Agreement, dated as of Decembér 7, 2007, by and among the Debtors, U.S.
Bank National Association, as collateral agent and three other financial institutions.

12.  The relationship between the holders of the Senior Debt and the Mezzanine Debt
is governed by a Subordination and Intercreditor Agreement, dated as of December 7, 2007 (the

"Intercreditor Agreement"). The Intercreditor Agreement provides, among other things, that the

Senior Debt must be paid in full before the payment of any and all of the Mezzanine Debt can be
repaid.

13.  As of the Petition Date, the Debtors had incurred an estimated $13.5 million in
unpaid trade debt to their suppliers and other vendors. The Debtors also have $55 million of

outstanding obligations pursuant to unsecured PIK Notes (the “Unsecured Notes”) which are

contractually subordinated in right of payment to the Senior Debt and the Mezzanine Debt and
structurally subordinated to most of the Debtors’ other creditors.

C. Events Leading to the Debtors’ Bankruptcy Filings

14. A number of macroeconomic factors related to the global economic downturn are

the primary cause of a steep decline in the Debtors” operating revenues and their attendant need



to restructure. The Debtors’ revenues have declined from approximately $404 million in 2008 to
a forecasted amount of approximately $237 million in 2009. The first nine months of fiscal year
2009 produced revenues of $183 million. As a result, the Debtors no longer have the financial
ability to service their non-trade related debt.

15.  As of April 1, 2009, the Debtors were in covenant default with respect to the
Senior Debt and also were in payment default with respect to the Mezzanine Debt for having
missed an interest payment. On April 24, 2009, GE advised TWI that it had exercised its right to
sweep excess cash and block the transfer of additional funds from the Debtors’ accounts.
Thereafter, TWI repaid approximately $21 million in cash which had been drawn under the
revolving credit facility portion of the Senior Debt and GE released the blockage of TWI’s
accounts to the extent necessary to allow TWI to operate under a budget agreed upon with GE.
The Debtors and GE entered into a Forbearance Agreement and, during the months that
followed, the Debtors and the holders of the Senior Debt and the Mezzanine Debt negotiated the
terms of the financial restructuring which is described below.

D. Terms of the Debtors’ Financial Restructuring

16.  The Debtors diligently evaluated a number of options to address their financial
issues. Those efforts included sharing information with and engaging in discussions with a
variety of the Debtors’ stakeholders with the goal of restructuring the Debtors’ balance sheet to
bring it into line with the Debtors’ current debt servicing capabilities. These discussions resulted
in an agreement on the terms of a financial restructuring between the Debtors and the holders of
all of their Senior Debt and Mezzanine Debt and a majority of their equity interests.

17.  The terms of the Debtors’ financial restructuring provide for the investment of

$12 million of new capital and the cancellation of an aggregate of $120 million in debt as



follows: (i) the Senior Debt will be restructured into a $20 million revolving credit facility, a
$30 million Senior Term A Facility (collectively, “Term A Debt”), and a $39 million Term B
Facility (“Term B Debt™); (ii) the $12 million of new capital will be invested as payment-in-kind

debt (the “Investor PIK Debt”), which will be subordinate to the Term A Debt and pari passu

with the Term B Debt; (iii) all of the Mezzanine Debt and Unsecured Notes will be cancelled;
(iv) the holders of the Mezzanine Debt will receive the right to pufchase not less than one-half of
the principal amount of the Investor PIK Debt; (v) 7% of the Debtors’ reorganized equity also
will be issued pro rata to the holders of the Mezzanine Debt and the balance will be issued pro
rata to the purchasers of the Investor PIK Debt, to be allocated as agreed among them; and
(vi) substantially all of the Debtors’ trade and other unsecured creditors will be paid or otherwise
satisfied in full.

18.  The terms of this restructuring have been documented in a Restructuring Lock-Up
Agreement between the Debtors and the holders of all of the Senior Debt and Mezzanine Debt

(the “Lock-Up Agreement”), which is being filed substantially contemporaneously herewith.

The Lock-Up Agreement provides that the parties have agreed to and will support the Debtors’
proposed Plan of Reorganization, a draft version of which is being filed substantially
contemporaneously herewith for informational purposes only. The Lock-Up Agreement further
provides for the specific terms of the Debtors’ Term A Facility, Term B Facility, Investor PIK
Debt and LLC Operating Agreement to be entered into upon confirmation of the Plan, all as
reflected in the agreements and other documents attached as exhibits to the Lock-Up Agreement.
Finally, the Debtors have committed to file a draft disclosure statement and an accompanying
motion to schedule a hearing for its approval and related matters within the next five business

days.






















































