Case 24-80035-swell Doc 255 Filed 05/03/24 Entered 05/03/24 15:02:24 Desc
Main Document  Page 1 of 10

Sherrel K. Knighton

Linebarger Goggan Blair & Sampson, LLP
2777 N. Stemmons Fwy, Suite 1000
Dallas, Texas 75207

(214) 880-0089 Telephone

(469) 221-5003 Facsimile

Attorneys for Angelina County, et al.

Julie A. Parsons

McCreary Veselka Bragg & Allen PC

P.O. Box 1269

Round Rock, TX 78680-1269

(512) 323-3200 Telephone

(512) 323-3241 Direct

Attorneys for The County of Anderson, Texas, et al.

Melissa E. Valdez

Perdue Brandon Fielder Collins & Mott LLP
1235 North Loop West, Suite 600

Houston, TX 77008

(713) 862-1860 Telephone

(713) 862-1429 Facsimile

Attorneys for Gray County Tax Office, et al.

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF TEXAS
DALLAS DIVISION

In re: Chapter 11

COTTONWOOD FINANCIAL LTD,, etal, Case No. 24-80035 (SWE)

wn W W W W

Debtors. (Jointly Administered)

TEXAS TAXING AUTHORITIES’ LIMITED OBJECTION TO
NOTICE OF PROPOSED SALE ORDER

TO THE HONORABLE UNITED STATES BANKRUPTCY JUDGE:

Come now the Texas Taxing Authorities?, creditors and parties-in-interest, and file this,
their Limited Objection to Notice of Proposed Sale Order (Relates to Document #250) and would

respectfully show the Court as follows:

! The Texas Taxing Authorities consist of the following entities: Angelina County; Aransas County; City of Atlanta;
Atlanta ISD; Bexar County; Cameron County; Camp CAD; City of Commerce; Cypress-Fairbanks ISD; Dallas
County; Ector CAD; City of El Paso; Ellis County; Fannin CAD; Fort Bend County; City of Frisco; Gainesville
ISD; Galveston County; Grayson County; Greenville ISD; Gregg County; Harris County Emergency Services
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1. The Texas Taxing Authorities, duly organized governmental units of the State of
Texas, are the holders of claims for pre-petition ad valorem business property taxes for tax years
2022, 2023, and 2024, assessed against the property of the Debtors located within their
jurisdictions.

2. The Texas Taxing Authorities’ claims are secured by unavoidable, perfected, first
priority liens on all of the Debtor’s business personal property pursuant to Texas Property Tax

Code Sections 32.01 and 32.05. In re Winn’s Stores, Inc., 177 B.R. 253 (Bankr. W. D. Tex. 1995);

District #05; Harris County Emergency Services District #07; Harris County Emergency Services District #08;
Harris County Emergency Services District #09; Harris County Emergency Services District #11; Harris County
Emergency Services District #12; Harris County Emergency Services District #13; Harris County Emergency
Services District #16; Harris County Emergency Services District #47; Harris County Emergency Services District
#48; Harris County Emergency Services District #80; Hays CISD; Hidalgo County; Hopkins County; City of
Houston; Houston Community College System; Houston ISD; Irving 1SD; Jim Wells CAD; Katy ISD; Kaufman
County; Lamar CAD; Lewisville ISD; Lone Star College System; McLennan County; Mesquite ISD; Montgomery
County; Navarro County; Northeast Texas Community College District; Northwest ISD; Nueces County; Parker
CAD; City of Pasadena; Quinlan ISD; Red River CAD; Red River County; Rusk County; Smith County; City of
Stephenville; Stephenville ISD; Sulphur Springs; Sulphur Springs ISD; Tarrant County; Tom Green CAD; Upshur
County; Van Zandt CAD; Victoria County; Wood County; City of Wylie; The County of Anderson, Texas; Tax
Appraisal District of Bell County; Bowie Central Appraisal District; The County of Brazos, Texas; Brown County
Appraisal District; Cherokee County Appraisal District; The County of Cherokee, Texas; The County of Comal,
Texas; The County of Coryell, Texas; The County of Denton, Texas; Eastland County Appraisal District; County
Erath; Gladewater Independent School District; Pine Tree Independent School District; Harrison Central Appraisal
District; The County of Harrison, Texas; The County of Hays, Texas; The County of Henderson, Texas; City of
Waco and/or Waco Independent School District; Midland Central Appraisal District; Central Appraisal District of
Taylor County; The County of Williamson, Texas; Gray County Tax Office; Hale County Appraisal District;
Hutchinson County Tax Office; Potter County Tax Office; Randall County Tax Office; Moore County Tax Office;
Fort Bend Independent School District; West Keegans Bayou Improvement District; Kingsbridge Municipal Utility
District; Galena Park Independent School District; Alief Independent School District; Clear Creek Independent
School District; City of Bellaire; Spring Independent School District; La Porte Independent School District; Tomball
Independent School District; Malcomson Road Utility District; Klein Independent School District; Harris County
Municipal Utility District #276; Crosby Independent School District; Crosby Municipal Utility District; Bay City
Independent School District; City of Bay City; Willis Independent School District; Pasadena Independent School
District; City of Houston (where represented by Perdue); Spring Branch Independent School District; Interstate
Municipal Utility District; Harris County Municipal Utility District #149; Harris County Municipal Utility District
#230; Dickinson Independent School District; Hockley County Tax Office; Lubbock Central Appraisal District;
Howard County Tax Office; Midland County; Kendall Appraisal District; Cass County, et al.; Hudson Independent
School District; Hunt County, et al.; Mineola Independent School District; Nacogdoches County, et al.; Panola
County, et al.; Titus County Appraisal District, et al.; Tyler Independent School District; Wichita County, et al.;
Cooke County, et al.; Wilbarger County, et al.; Carrollton-Farmers Branch Independent School District; City of
Garland; Garland Independent School District; Frisco Independent School District; Plano Independent School
District; Wylie Independent School District; Bonham Independent School District; Forney Independent School
District; City of Grapevine; Grapevine-Colleyville Independent School District; Crowley Independent School
District; Eagle Mountain-Saginaw Independent School District; City of Azle; Brownsville Independent School
District; Weslaco Independent School District; City of Weslaco.
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Central Appraisal District of Taylor County v. Dixie-Rose Jewels, Inc., 894 S.W.2d 841 (Tex.

App. — Eastland 1995). These liens are in solido and attach on January 1 of each year to all

business personal property of the property owner and to property subsequently acquired. In re

Universal Seismic Associates, Inc., 288 F.3d 205 (5" Cir. 2002); City of Dallas v. Cornerstone

Bank, N.A., 879 S.W.2d 264 (Tex. App.-Dallas 1994). Texas Property Tax Code Section 32.01
provides:

@ On January 1 of each year, a tax lien attaches to property to secure the

payment of all taxes, penalties, and interest ultimately imposed for the year

on the property, whether or not the taxes are imposed in the year the lien

attaches. The lien exists in favor of each taxing unit having power to tax
the property.

(b) A tax lien on inventory, furniture, equipment, or other personal property is
a lien in solido and attaches to all inventory, furniture, equipment, and other
personal property that the property owner owns on January 1 of the year the
lien attaches or that the property owner subsequently acquires.

(d) The lien under this section is perfected on attachment and ... perfection
requires no further action by the taxing unit.

Texas Property Tax Code Section 32.05(b) provides:
(b) ... a tax lien provided by this chapter takes priority over the claim of any
creditor of a person whose property is encumbered by the lien and over the

claim of any holder of a lien on property encumbered by the tax lien,
whether or not the debt or lien existed before attachment of the tax lien.

3. The Debtors’ proposed sale includes multiple locations for which property taxes
are owed or will be owed the Texas Taxing Authorities.

4. The Texas Taxing Authorities do not oppose a sale of the Purchased Assets as
authorized in the proposed sale order and the APA. 2 However, the Texas Taxing Authorities file

this limited objection to the conflict in the treatment of their ad valorem tax liens that exists in the

2 Capitalized terms not otherwise defined herein are defined in the Sale Motion, Bidding Procedures order, the APA,
or the Notice of Proposed Sale Order.
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proposed sale order. The proposed sale order provides for the Purchased Assets to be transferred to
the Purchaser free and clear of all Liens except for Permitted Liens. [Doc. No. 250, para. 8.] The
APA also provides for the Purchased Assets to be sold subject to Permitted Liens. Permitted Liens
are defined in the APA to include “Liens for Taxes not yet delinquent.” [Doc. No. 246, pg. 17.] The
Texas Taxing Authorities hold senior liens on the Purchased Assets to secure payment of the 2024
ad valorem property taxes. While these liens attached to the assets on January 1, 2024, by operation
of law, the 2024 taxes will not be billed until approximately October 2024 and will not become
delinquent until February 1, 2025, if unpaid on that date. Therefore, the Texas Taxing Authorities
2024 ad valorem property tax liens meet the definition of Permitted Liens. As a result, these liens
would remain attached to the Purchased Assets pursuant to provisions in both the proposed sale
order and the APA.

However, the proposed sale order further provides for the Sale of the Purchased Assets to
vest those assets in the Purchaser “free and clear of ad valorem, property, and similar tax liens for
any tax years, which ad valorem, property, and similar tax liens shall attach to the portion of the
Sale proceeds ultimately attributable to the property against which they assert a lien...” (Emphasis
added.) [Doc. No. 250, para. 17.] Based on these contradictory provisions in the proposed sale
order, the Texas Taxing Authorities object to the proposed sale order and request clarification of
the treatment of their 2024 ad valorem property tax liens.

5. The Texas Taxing Authorities further object to the proposed distribution of the sale
proceeds set out in paragraph 14 of the proposed sale order. The Texas Taxing Authorities hold the
senior liens on all of the Debtors’ tangible personal property located in their jurisdictions to secure
their prepetition ad valorem taxes. They, therefore, object to a distribution of any sale proceeds to

a junior creditor prior to payment in full of their senior, secured taxes.
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6. The Texas Taxing Authorities would point out that in addition to the 2024 ad
valorem taxes that will be billed later this year, several of the Texas Taxing Authorities are owed
delinquent ad valorem property taxes.®> The APA includes an assertion by the Sellers that “[a]l
Taxes imposed on the Sellers or with respect to the Purchased Assets or the Business that are due
and owing have been paid...” and that “[t]here are no Liens relating to Taxes (other than Permitted
Liens) on any Purchased Assets.” [Doc. No. 246, pg. 32.] The Texas Taxing Authorities will work
with counsel for the Debtors to resolve any delinquent taxes and request that those taxes be paid
prior to the sale closing or from the sale proceeds.

WHEREFORE, premises considered, the Texas Tax Authorities respectfully request that
the final order approving the sale of substantially all of the Debtors’ assets provide for the adequate
treatment of their ad valorem tax liens; payment of all delinquent ad valorem taxes that may be
owed; payment of their 2024 ad valorem taxes in an estimated amount from the sale proceeds prior
to payment to any junior creditors; and grant the Texas Tax Authorities such other and further relief
to which they may be justly entitled.

Dated: May 3, 2024.

% The Texas Taxing Authorities will provide tax statements for the delinquent accounts to counsel for the Debtors.
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Respectfully submitted,

Linebarger Goggan Blair & Sampson, LLP
2777 N. Stemmons Fwy, Suite 1000
Dallas, TX 75201

Ph. No. (214) 880-0089

Direct (469) 221-5125

Fax No. (469) 221-5003
Sherrel.knighton@Igbs.com

By:  /s/ Sherrel K. Knighton
Sherrel K. Knighton
Texas Bar No. 00796900

ATTORNEYS FOR ANGELINA COUNTY;
ARANSAS COUNTY:; CITY OF ATLANTA;
ATLANTA ISD; BEXAR COUNTY; CAMERON
COUNTY; CAMP CAD; CITY OF COMMERCE;
CYPRESS-FAIRBANKS ISD; DALLAS
COUNTY:; ECTOR CAD; CITY OF EL PASO;
ELLIS COUNTY; FANNIN CAD; FORT BEND
COUNTY; CITY OF FRISCO; GAINESVILLE
ISD; GALVESTON COUNTY; GRAYSON
COUNTY; GREENVILLE ISD; GREGG
COUNTY; HARRIS COUNTY EMERGENCY
SERVICES DISTRICT #05; HARRIS COUNTY
EMERGENCY SERVICES DISTRICT #07,
HARRIS COUNTY EMERGENCY SERVICES
DISTRICT #08; HARRIS COUNTY
EMERGENCY SERVICES DISTRICT #09;
HARRIS COUNTY EMERGENCY SERVICES
DISTRICT #11; HARRIS COUNTY
EMERGENCY SERVICES DISTRICT #12;
HARRIS COUNTY EMERGENCY SERVICES
DISTRICT #13; HARRIS COUNTY
EMERGENCY SERVICES DISTRICT #16;
HARRIS COUNTY EMERGENCY SERVICES
DISTRICT #47; HARRIS COUNTY
EMERGENCY SERVICES DISTRICT #48;
HARRIS COUNTY EMERGENCY SERVICES
DISTRICT #80; HAYS CISD; HIDALGO
COUNTY; HOPKINS COUNTY:; CITY OF
HOUSTON; HOUSTON COMMUNITY
COLLEGE SYSTEM; HOUSTON ISD; IRVING
ISD; JIM WELLS CAD; KATY I1SD; KAUFMAN
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COUNTY; LAMAR CAD; LEWISVILLE ISD;
LONE STAR COLLEGE SYSTEM,;
MCLENNAN COUNTY; MESQUITE ISD;
MONTGOMERY COUNTY; NAVARRO
COUNTY; NORTHEAST TEXAS
COMMUNITY COLLEGE DISTRICT,;
NORTHWEST ISD; NUECES COUNTY;
PARKER CAD; CITY OF PASADENA,
QUINLAN ISD; RED RIVER CAD; RED RIVER
COUNTY; RUSK COUNTY; SMITH COUNTY;
CITY OF STEPHENVILLE; STEPHENVILLE
ISD; SULPHUR SPRINGS; SULPHUR SPRINGS
ISD; TARRANT COUNTY; TOM GREEN CAD;
UPSHUR COUNTY; VAN ZANDT CAD;
VICTORIA COUNTY; WOOD COUNTY; CITY
OF WYLIE

McCreary Veselka Bragg & Allen PC
P.O. Box 1269

Round Rock, TX 78680-1269

Ph. No. (512) 323-3200

Direct (512) 323-3241
jparsons@mvbalaw.com

By:  /s/ Julie A. Parsons
Julie A. Parsons
Texas Bar No. 00790358

ATTORNEYS FOR THE COUNTY OF
ANDERSON, TEXAS; TAX APPRAISAL
DISTRICT OF BELL COUNTY; BOWIE
CENTRAL APPRAISAL DISTRICT; THE
COUNTY OF BRAZOS, TEXAS; BROWN
COUNTY APPRAISAL DISTRICT; CHEROKEE
COUNTY APPRAISAL DISTRICT; THE
COUNTY OF CHEROKEE, TEXAS; THE
COUNTY OF COMAL, TEXAS; THE COUNTY
OF CORYELL, TEXAS; THE COUNTY OF
DENTON, TEXAS; EASTLAND COUNTY
APPRAISAL DISTRICT; COUNTY ERATH;
GLADEWATER INDEPENDENT SCHOOL
DISTRICT; PINE TREE INDEPENDENT
SCHOOL DISTRICT; HARRISON CENTRAL
APPRAISAL DISTRICT; THE COUNTY OF
HARRISON, TEXAS; THE COUNTY OF HAYS,
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TEXAS; THE COUNTY OF HENDERSON,
TEXAS; CITY OF WACO AND/OR WACO
INDEPENDENT SCHOOL DISTRICT,;
MIDLAND CENTRAL APPRAISAL DISTRICT;
CENTRAL APPRAISAL DISTRICT OF
TAYLOR COUNTY; THE COUNTY OF
WILLIAMSON, TEXAS

Perdue Brandon Fielder Collins & Mott LLP
1235 North Loop West, Suite 600

Houston, TX 77008

Ph. No. (713) 862-1860

Direct (713) 802-6963

Fax No. (713) 862-1429
mvaldez@pbfcm.com

By:  /s/ Melissa E. Valdez
Melissa E. Valdez
Texas Bar No. 24051463

ATTORNEYS FOR GRAY COUNTY TAX
OFFICE; HALE COUNTY APPRAISAL
DISTRICT; HUTCHINSON COUNTY TAX
OFFICE; POTTER COUNTY TAX OFFICE;
RANDALL COUNTY TAX OFFICE; MOORE
COUNTY TAX OFFICE; FORT BEND
INDEPENDENT SCHOOL DISTRICT; WEST
KEEGANS BAYOU IMPROVEMENT
DISTRICT; KINGSBRIDGE MUNICIPAL
UTILITY DISTRICT; GALENA PARK
INDEPENDENT SCHOOL DISTRICT; ALIEF
INDEPENDENT SCHOOL DISTRICT; CLEAR
CREEK INDEPENDENT SCHOOL DISTRICT,
CITY OF BELLAIRE; SPRING INDEPENDENT
SCHOOL DISTRICT; LA PORTE
INDEPENDENT SCHOOL DISTRICT,;
TOMBALL INDEPENDENT SCHOOL
DISTRICT; MALCOMSON ROAD UTILITY
DISTRICT; KLEIN INDEPENDENT SCHOOL
DISTRICT; HARRIS COUNTY MUNICIPAL
UTILITY DISTRICT #276, CROSBY
INDEPENDENT SCHOOL DISTRICT; CROSBY
MUNICIPAL UTILITY DISTRICT; BAY CITY
INDEPENDENT SCHOOL DISTRICT; CITY OF
BAY CITY; WILLIS INDEPENDENT SCHOOL
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DISTRICT; PASADENA INDEPENDENT
SCHOOL DISTRICT; CITY OF HOUSTON
(WHERE REPRESENTED BY PERDUE);
SPRING BRANCH INDEPENDENT SCHOOL
DISTRICT; INTERSTATE MUNICIPAL
UTILITY DISTRICT; HARRIS COUNTY
MUNICIPAL UTILITY DISTRICT #149;
HARRIS COUNTY MUNICIPAL UTILITY
DISTRICT #230; DICKINSON INDEPENDENT
SCHOOL DISTRICT; HOCKLEY COUNTY
TAX OFFICE; LUBBOCK CENTRAL
APPRAISAL DISTRICT; HOWARD COUNTY
TAX OFFICE; MIDLAND COUNTY;
KENDALL APPRAISAL DISTRICT; CASS
COUNTY, ET AL.; HUDSON INDEPENDENT
SCHOOL DISTRICT; HUNT COUNTY, ET AL.;
MINEOLA INDEPENDENT SCHOOL
DISTRICT; NACOGDOCHES COUNTY, ET
AL.; PANOLA COUNTY, ET AL.; TITUS
COUNTY APPRAISAL DISTRICT, ET AL,;
TYLER INDEPENDENT SCHOOL DISTRICT;
WICHITA COUNTY, ET AL.; COOKE
COUNTY, ET AL.; WILBARGER COUNTY, ET
AL.; CARROLLTON-FARMERS BRANCH
INDEPENDENT SCHOOL DISTRICT; CITY OF
GARLAND; GARLAND INDEPENDENT
SCHOOL DISTRICT; FRISCO INDEPENDENT
SCHOOL DISTRICT; PLANO INDEPENDENT
SCHOOL DISTRICT; WYLIE INDEPENDENT
SCHOOL DISTRICT; BONHAM
INDEPENDENT SCHOOL DISTRICT; FORNEY
INDEPENDENT SCHOOL DISTRICT; CITY OF
GRAPEVINE; GRAPEVINE-COLLEYVILLE
INDEPENDENT SCHOOL DISTRICT,;
CROWLEY INDEPENDENT SCHOOL
DISTRICT; EAGLE MOUNTAIN-SAGINAW
INDEPENDENT SCHOOL DISTRICT; CITY OF
AZLE; BROWNSVILLE INDEPENDENT
SCHOOL DISTRICT; WESLACO
INDEPENDENT SCHOOL DISTRICT; CITY OF
WESLACO
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CERTIFICATE OF SERVICE

The undersigned hereby certifies that a true and correct copy of the foregoing was served
via electronic mail on the parties listed below and any all parties requesting notice electronically
through the Court’s electronic case filing system on this 3rd day of May 2024.

/s/ Sherrel K. Knighton
Sherrel K. Knighton

Counsel to the Debtors

Jason S. Brookner, jbrookner@grayreed.com
Aaron M. Kaufman, akaufman@grayreed.com
Lydia R. Webb; lwebb@grayreed.com

Office of the U.S. Trustee
Asher Bublick, asher.bublick@usdoj.gov

Counsel to Axcess Financial Holdings, LLC
Stephen Lerner, stephen.lerner@squirepb.com
Evan A. Toebbe, evan.toebbe@squirepb.com
Peter Morrison, peter.morrison@squirebp.com

Counsel to the Prepetition Secured Parties
Bruce Ruzinsky, bruzinsky@jw.com

Ken Stohner, kstohner@jw.com

Machir Stull, mstull@jw.com

Counsel to the DIP Lender
Jason Rudd, jason.rudd@wickphillips.com
Catherine Curtis, catherine.curtis@wickphillips.com
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