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IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

In re 
 
RG Liquidation, Inc., et al. 
f/k/a RathGibson, Inc., et al.,1 
 
                           Debtors. 
 

Chapter 11 
 
Case No. 09-12452 (CSS) 
 
Jointly Administered 
 
Objection Deadline:  July 16, 2010 at 4:00 p.m. EST 
Hearing Date: July 23, 2010 at 2:00 p.m. EST 

 
 MOTION FOR ORDER APPROVING STIPULATION  

BETWEEN THE DEBTORS AND THE STATE OF NEW JERSEY  
FIXING AND ALLOWING ADMINISTRATIVE EXPENSE CLAIM  

 
Edward A. Phillips, the Plan Administrator (the “Plan Administrator”) of the post-

confirmation debtors in the above-captioned cases (collectively, the “Debtors”) hereby submits 

this motion (the “Motion”) for entry of an order, pursuant to section 105(a) of title 11 of the 

United States Code (the “Bankruptcy Code”) and Rule 9019(a) of the Federal Rules of 

Bankruptcy Procedure (the “Bankruptcy Rules”), authorizing and approving a stipulation (the 

“Stipulation”) by and among the Debtors and the State of New Jersey, Division of Taxation 

(“New Jersey” and together with the Debtors, the “Parties”).  A copy of the Stipulation is 

attached hereto as Exhibit A.  In support of the Motion, the Plan Administrator, by and through 

his undersigned counsel, respectfully represents as follows: 

                                                 
1  The last four digits of the taxpayer identification numbers of the Debtors follow in parentheses:  (i) RG 

Liquidation III, Inc. f/k/a Greenville Tube Company (2689); (ii) RG Liquidation, Inc. f/k/a RathGibson, 
Inc. (3283); (iii) RG Liquidation IV, LLC f/k/a RG Tube Holdings LLC (4080); and (iv) RG Liquidation II, 
Inc. f/k/a RGCH Holdings Corp. (9683).  Prior to the consummation of the sale of substantially all of the 
Debtors’ assets, the Debtors’ executive headquarters’ address was 475 Half Day Road, Suite 210, 
Lincolnshire, Illinois 60069.  The Plan Administrator’s address is c/o Amper Politziner & Mattia LLP, 101 
West Avenue, P.O. Box 458, Jenkintown, PA 19046. 
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JURISDICTION 

1. This Court has jurisdiction over this matter pursuant to 28 U.S.C. § § 157 

and 1334.  This is a core proceeding pursuant to 28 U.S.C. § 157(b)(2).  Venue is proper in this 

Court pursuant to 28 U.S.C. §§ 1408 and 1409.  The bases for the relief sought herein are section 

105(a) of the Bankruptcy Code and Bankruptcy Rule 9019.   

GENERAL BACKGROUND 

2. On July 13, 2009 (the “Petition Date”), the Debtors filed voluntary 

petitions for relief under chapter 11 of the Bankruptcy Code.   

3. By order dated May 21, 2010 (the “Confirmation Order”) [Docket No. 

773], the Bankruptcy Court confirmed the Modified Third Amended Joint Chapter 11 Plan for 

RathGibson, Inc., et al., dated May 19, 2010 [Docket No. 756] (the “Plan”).  The Plan, which 

included the sale of substantially all of the Debtors’ assets, became effective on June 11, 2010, 

the same date the sale was consummated.   

4. Pursuant to the Confirmation Order, Edward A. Phillips was appointed as 

the Plan Administrator to wind down the Debtors’ chapter 11 estates. 

THE NEW JERSEY CLAIM 

5. On May 15, 2010, New Jersey filed an administrative claim against the 

Debtors (designated as Claim No. 275 by the Debtors’ Court-approved claims agent), alleging 

that the Debtors owed New Jersey $54,137.49 in respect of certain postpetition sales and use 

taxes (the “Administrative Claim”).  The Debtors dispute, among other things, the amount of the 

Administrative Claim. 
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THE STIPULATION 

6. The Parties have engaged in arm’s-length, good faith discussions 

regarding the amount and validity of the Administrative Claim.  As a result of such discussions 

and negotiations, the Parties have agreed to resolve their issues through the terms embodied in 

the Stipulation attached hereto as Exhibit A.  The principal terms of the Stipulation are as 

follows:2 

(i) In settlement of the Administrative Claim, the Debtors will pay 
New Jersey $20,000.00 (the “Settlement Amount”) in cash within 
ten (10) business days of the Stipulation becoming a final, non-
appealable order.  

(ii) Subject to the Debtors’ payment of the Settlement Amount, New 
Jersey waives and releases any and all claims (to be interpreted in 
the broadest manner possible) it may have against the Debtors 
related to sales and use tax for the period prior to March 31, 2010, 
whether known or unknown, and whether or not previously 
asserted. 

7. In the exercise of his business judgment, the Plan Administrator believes 

that the Stipulation is both fair and reasonable.  Accordingly, the Plan Administrator seeks 

approval of, and authorization for the Debtors to enter into, the Stipulation. 

RELIEF REQUESTED 

8. By this Motion, the Plan Administrator seeks entry of an order authorizing 

the Debtors, pursuant to section 105(a) of the Bankruptcy Code and Bankruptcy Rule 9019(a), to 

settle the Administrative Claim by entering into the Stipulation and approving the Stipulation in 

all respects.   

                                                 
2  To the extent there are any inconsistencies between the summary description of the Stipulation contained 

herein and the terms and conditions of the Stipulation, the terms of the Stipulation control.  
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APPLICABLE AUTHORITY 

9. Bankruptcy Rule 9019(a) provides:  “[A]fter notice and hearing, the court 

may approve a compromise or settlement.”  In addition, bankruptcy courts are authorized to 

approve compromises and settlements pursuant to section 105(a) of the Bankruptcy Code, which 

provides that bankruptcy courts “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).     

10. Compromises are tools for expediting the administration of a case and 

reducing administrative costs and are favored in bankruptcy.  See Protective Comm. of 

Independent Stockholders of TMT Trailer Ferry, Inc. v. Anderson, 390 U.S. 414, 424 (1968) (“In 

administering reorganization proceedings in an economic and practical matter it will often be 

wise to arrange the settlement of claims.”); See also In re Martin, 91 F.3d 389, 393 (3d Cir. 

1996) (quoting 9 Collier on Bankruptcy 9019.03[1] (15th Ed. 1993)) (“To minimize litigation 

and expedite the administration of a bankruptcy estate, ‘[compromises are favored in 

bankruptcy.’).   

11. The legal standard for determining the propriety of a bankruptcy 

settlement is whether the settlement is in the “best interests of the estate.”  In re Purofied Down 

Prods. Corp., 150 B.R. 519, 523 (S.D.N.Y. 1993) (citation omitted).  The Third Circuit has 

adopted a four-factor balancing test for considering motions to approve settlements under 

Bankruptcy Rule 9019: 

This particular process of bankruptcy court approval [of a settlement under 
Bankruptcy Rule 9019] requires a bankruptcy judge to assess and balance 
the value of the claim that is being compromised against the value to the 
estate of the acceptance of the compromise proposal . . . Taking our cue 
from [TMT Trailer Ferry] . . . we recognize four criteria that a bankruptcy 
court should consider in striking this balance:  
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(1) the probability of success in litigation; 

(2) the likely difficulties in collection; 

(3) the complexity of litigation involved, and the expense, 
 inconvenience and delay necessarily attending it; and 

(4) the paramount interest of the creditors. 

Martin, 91 F.3d at 393; see also In re Nutraquest, Inc., 434 F.3d 639, 644-45 (3d Cir. 2006) (“Its 

primary argument is that Martin is only useful when analyzing a settlement of a claim belonging 

to the debtor, not a claim against the debtor.  We disagree.”).   

12. The terms of the Stipulation are fair and reasonable.  The Debtors and 

New Jersey each dispute the total amount owed by RathGibson to New Jersey in respect of sales 

and use taxes for the period prior to March 31, 2010.  Given the uncertainty of litigation, and the 

costly process entailed thereby, and balancing the factors described above, the Debtors have 

determined in their business judgment that the Stipulation represents a reasonable compromise, 

which will allow them to forgo the delay and expense of litigating the amount and validity of the 

Administrative Claim.  For these reasons, the Stipulation is in the best interests of the Debtors’ 

creditors and estates.   

13. Additionally, in analyzing a proposed settlement, courts seek to determine 

“whether or not the terms of the proposed compromise fall within the reasonable range of 

litigation possibilities.”  In re Energy Corp., Inc., 886 F.2d 921, 929 (7th Cir. 1989) (citing 

Protective Comm. of Indep. Stockholders of TMT Trailer Ferry v. Anderson, 390 U.S. 414, 424-

425 (1968)); see also In re Columbia Gas Sys., Inc., 1995 WL 404892, at *1 (Bankr. D. Del. Jun. 

16, 1995) (approving settlement as “well within the range of reasonable litigation outcomes”); In 

re Krizmanich, 139 B.R. 456, 460 (Bankr. N.D. Ind. 1992) (same); In re Allegheny Int’l, Inc., 

118 B.R. 282, 291 (Bankr. W.D. Pa. 1990) (same).   
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14. The Debtors have analyzed the Administrative Claim and have concluded 

that the terms of the Stipulation accurately reflect the potential risks and costs involved with the 

Parties’ dispute.  The Settlement Amount represents a significant discount from the asserted 

amount of the Administrative Claim.  After full consideration of the potential outcomes, the 

Debtors have determined that the terms of the Stipulation, including the Settlement Amount, fall 

within the reasonable range of litigation possibilities.  Accordingly, the Plan Administrator 

respectfully requests that this Court approve the Stipulation pursuant to Bankruptcy Rule 9019 

and section 105(a) of the Bankruptcy Code.  

NOTICE 

15. Notice of this Motion will be given to: (a) the U.S. Trustee; (b) New 

Jersey; and (c) the purchaser of substantially all of the Debtors’ assets and its counsel.  Pursuant 

to paragraph 44 of the Confirmation Order, the Plan Administrator submits that, under the 

circumstances, no other or further notice is required. 

16. No previous motion for the relief sought herein has been made to this or 

any other court. 

 

 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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CONCLUSION 

WHEREFORE, for the reasons set forth herein, the Plan Administrator 

respectfully requests that the Court enter an order, substantially in the form attached hereto as 

Exhibit B, granting the relief requested in the Motion and such other and further relief as may be 

just and proper.  

Dated: June 24, 2010    PEPPER HAMILTON LLP 
Wilmington, Delaware 

 
/s/ Evelyn J. Meltzer     
David B. Stratton (DE No. 960) 
Henry J. Jaffe (DE No. 2987) 
Evelyn J. Meltzer (DE No. 4581) 
John H. Schanne II (DE No. 5260) 
Hercules Plaza, Suite 5100 
1313 Market Street 
P.O. Box 1709 
Wilmington, Delaware 19899-1709 
Telephone:  (302) 777-6500 
Facsimile:  (302) 421-8390 

 
-and- 

 
WILLKIE FARR & GALLAGHER LLP 
Paul V. Shalhoub 
Robin Spigel 
Andrew D. Sorkin 
787 Seventh Avenue 
New York, New York  10019-6099  
Telephone:  (212) 728-8000 
Facsimile:  (212) 728-8111 

 
Counsel to the Plan Administrator



 

 
#12810888 v1 

IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

 
In re 
 
RG Liquidation, Inc., et al. 
f/k/a RathGibson, Inc., et al.,1 
 
                           Debtors. 
 

Chapter 11 
 
Case No. 09-12452 (CSS) 
 
Jointly Administered 
 
Objection Deadline:  July 16, 2010 at 4:00 p.m. EST 
Hearing Date: July 23, 2010 at 2:00 p.m. EST 
 

 NOTICE OF MOTION FOR ORDER APPROVING STIPULATION  
BETWEEN THE DEBTORS AND THE STATE OF NEW JERSEY  

FIXING AND ALLOWING ADMINISTRATIVE EXPENSE CLAIM  
 

PLEASE TAKE NOTICE that on June 24, 2010, the undersigned counsel to the 
Plan Administrator in the above-captioned cases (the “Plan Administrator”) filed the Motion for 
Order Approving Stipulation Between the Debtors and the State of New Jersey Fixing and 
Allowing Administrative Expense Claim (the “Motion”). 

 
PLEASE TAKE FURTHER NOTICE that a hearing on the Motion has been 

scheduled to be heard on July 23, 2010 at 2:00 p.m. Prevailing Eastern Time before the 
Honorable Christopher S. Sontchi, United States Bankruptcy Court for the District of Delaware, 
5h Floor, Courtroom No. 6 Wilmington, Delaware 19801 

 
PLEASE TAKE FURTHER NOTICE that objections, if any, to the Motion must 

be made in writing, filed with the United States Bankruptcy Court for the District of Delaware 
(the “Bankruptcy Court”), 824 Market Street, Wilmington, Delaware 19801, and served so to be 
received no later than July 16, 2010 at 4:00 p.m. Prevailing Eastern Time by that time upon:  

                                                 
1   The last four digits of the taxpayer identification numbers of the Debtors follow in parentheses:  (i) RG 

Liquidation III, Inc. f/k/a Greenville Tube Company (2689); (ii) RG Liquidation, Inc. f/k/a RathGibson, Inc. 
(3283); (iii) RG Liquidation IV, LLC f/k/a RG Tube Holdings LLC (4080); and (iv) RG Liquidation II, Inc. f/k/a 
RGCH Holdings Corp. (9683).  Prior to the consummation of the sale of substantially all of the Debtors’ assets, 
the Debtors’ executive headquarters’ address was 475 Half Day Road, Suite 210, Lincolnshire, Illinois 60069.  
The Plan Administrator’s address is c/o Amper Politziner & Mattia LLP, 101 West Avenue, P.O. Box 458, 
Jenkintown, PA 19046. 
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WILLKIE FARR & GALLAGHER LLP 
787 Seventh Avenue 
New York, New York 10019-6099 
Telephone:  (212) 728-8000 
Facsimile:  (212) 728-8111 
Attn: Paul V. Shalhoub, , Esq.  

Robin Spigel, Esq. 
Andrew D. Sorkin, Esq. 

 
 

 

PEPPER HAMILTON LLP 
Hercules Plaza, Suite 5100 
1313 Market Street,  
P.O. Box 1709 
Wilmington, Delaware 19899-1709  
Telephone:  (302) 777-6500 
Facsimile: (302) 421-8390 
Fax: (302) 421-8390 
Attn: David B. Stratton, Esq.  

Henry J. Jaffe, Esq. 
Evelyn J. Meltzer, Esq. 

         John H. Schanne II, Esq. 
 
IF YOU FAIL TO RESPOND IN ACCORDANCE WITH THIS NOTICE, THE COURT MAY 
GRANT THE RELIEF REQUESTED IN THE MOTION WITHOUT FURTHER NOTICE OR 
HEARING. 
 
Dated: June 24, 2010    PEPPER HAMILTON LLP 

Wilmington, Delaware 
 

/s/ Evelyn J. Meltzer     
David B. Stratton (DE No. 960) 
Henry J. Jaffe (DE No. 2987) 
Evelyn J. Meltzer (DE No. 4581) 
John H. Schanne II (DE No. 5260) 
Hercules Plaza, Suite 5100 
1313 Market Street 
P.O. Box 1709 
Wilmington, Delaware 19899-1709 
Telephone:  (302) 777-6500 
Facsimile:  (302) 421-8390 

 
-and- 

 
WILLKIE FARR & GALLAGHER LLP 
Paul V. Shalhoub 
Robin Spigel 
Andrew D. Sorkin 
787 Seventh Avenue 
New York, New York  10019-6099  
Telephone:  (212) 728-8000 
Facsimile:  (212) 728-8111 

 
Counsel to the Plan Administrator 




