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UNITED STATES BANKRUPTCY COURT 

FOR THE EASTERN DISTRICT OF PENNSYLVANIA 

 

In re: 

 

Reading Eagle Company
1
, 

 

 Debtor. 

 

  

Chapter 11 

 

Case No. 19-11728-REF 

 

(Joint Administration Requested) 

 

In re: 

 

WEEU Broadcasting Company
2
, 

 

 Debtor. 

 

  

Chapter 11 

 

Case No. 19-11731-REF 

 

(Joint Administration Requested) 

 

MOTION OF THE DEBTORS FOR AN ORDER (A) AUTHORIZING, BUT NOT 

DIRECTING, DEBTORS TO REMIT AND PAY TAXES AND FEES AND 

(B) AUTHORIZING AND DIRECTING BANKS 

AND OTHER FINANCIAL INSTITUTIONS TO HONOR RELATED 

CHECKS AND ELECTRONIC PAYMENT REQUESTS 

 

The above-captioned debtors-in-possession (collectively, the “Debtors” or, individually, 

“Reading Eagle” and “WEEU”), by and through their proposed undersigned counsel, hereby 

move the Court for the entry of an Order, substantially in the form attached hereto, 

(a) authorizing, but not directing, Debtors to remit and pay certain sales, use, real property, and 

other taxes, as well as fees for licenses and similar charges and assessments; and (b) authorizing 

and directing banks and other financial institutions to receive, process, honor, and pay checks 

presented for payment and electronic payment requests relating to the foregoing.  In support of 

this Motion, the Debtors respectfully state as follows: 

                                                 
1
 The last four digits of Debtor Reading Eagle Company’s tax identification number are 3740.   

2
 The last four digits of Debtor WEEU Broadcasting Company’s tax identification number are 8488.  
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Jurisdiction 

1. The Court has jurisdiction to consider this matter pursuant to 28 U.S.C. §§ 1334.  

This matter is a core proceeding within the meaning of 28 U.S.C. § 157(b)(2). 

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

3. The statutory bases for the relief requested herein are sections 105(a), 363(b), 

507(a)(8), and 541(d) of title 11 of the United States Code (the “Bankruptcy Code”), and 

Rule 6003 of the Federal Rules of Bankruptcy Procedure (the “Bankruptcy Rules”). 

Background 

4. On March 20, 2019 (the “Petition Date”), each of the Debtors filed a voluntary 

petition for relief under chapter 11 the Bankruptcy Code.  The Debtors are operating their 

businesses and managing their property as debtors in possession pursuant to sections 1107(a) and 

1108 of the Bankruptcy Code.   

5. No request for the appointment of a trustee or examiner has been made in these 

chapter 11 cases (the “Chapter 11 Cases”) and, as of the date of the filing of this Motion, no 

official committees have been appointed or designated. 

6. The factual background relating to the Debtors’ commencement of these 

Chapter 11 Cases is set forth in detail in the Declaration of Shawn Moliatu, filed 

contemporaneously herewith and incorporated herein by reference.   

Taxes and Fees 

7. In the ordinary course of Debtors’ businesses, Debtors (a) collect sales taxes and 

incur taxes, including, but not limited to, sales, use, real property, business privilege, excise and 

other taxes in conducting their businesses (collectively, the “Taxes”); and (b) pay fees and 

similar charges and assessments (collectively, the “Fees”) to various taxing, licensing, and 

regulatory authorities (collectively, the “Authorities”) to conduct Debtors’ businesses.  The 
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Taxes and Fees are paid to the respective Authorities in accordance with all applicable laws and 

regulations. 

8. Each of the Taxes and Fees incurred by Debtors fall under one of the following 

categories:  (a) sales and use taxes; (b) real property taxes; (c) school taxes; (d) business 

privilege taxes; and, (e) excise taxes. 

A. Sales and Use Taxes 

9. Debtors collect and remit sales taxes in connection with the operation of the 

businesses. Generally, sales taxes are remitted to the Authorities quarterly following their 

collection.  Debtors also may be responsible for remitting use taxes on account of the purchase of 

various supplies and equipment.  Use taxes typically arise if a supplier does not have business 

operations in the state in which it is supplying goods and does not charge state taxes.  Debtors 

estimate that they owe approximately $9,000.00 with respect to sales and use taxes incurred prior 

to the Petition Date. 

B. Real Property and School Taxes 

10. Local law grants the Authorities the ability to levy property taxes against Debtors’ 

real property and taxes for the school district in which the Debtors maintain real property.  If 

Debtors fail to pay these taxes, it is possible that statutory liens may be imposed on Debtors’ real 

property. The Debtors pay real property taxes in Shartlesville, Mohrsville and Reading and owe 

an estimated $2,000.00, $2,200.00 and $91,000.00 to these authorities, respectively.  The 

Debtors also pay School Taxes to the Reading School District and owe an estimated $400.00.  

C. Business Privilege Tax and Excise Taxes 

11. Debtors are required to business privilege taxes and Excise taxes.  As of the 

Petition Date, Debtors estimate that they may owe as much as $2,377.55 and $1,000.00 on 
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account of these taxes, respectively.  These taxes may be based on gross receipts or other bases 

determined by the taxing jurisdiction. 

12. If Debtors do not pay the Taxes or Fees, the respective Authorities may take 

actions that could have wide-ranging and adverse effect on Debtors’ operations as a whole.  In 

fact, Debtors’ failure to pay the Taxes and Fees could have a material adverse impact on 

Debtors’ business operations in several ways, including:  (a) the Authorities may initiate audits 

of Debtors, which would divert unnecessarily their attention away from the reorganization 

process; (b) the Authorities may attempt to suspend Debtors’ operations, file liens, seek to lift the 

automatic stay, or pursue other remedies that will harm the estates; and (c) certain officers might 

be subject to personal liability, which would likely distract those key employees from their duties 

related to Debtors’ restructuring.  In addition, unpaid taxes may result in the imposition of 

penalties, the accrual of interest, or both. 

13. Debtors estimate that the total amount of prepetition Taxes and Fees owing to the 

various Authorities will not exceed approximately $125,000.00.  The payment of such Taxes and 

Fees is appropriate in these Chapter 11 Cases.  Some of these outstanding tax liabilities are for 

trust fund taxes that Debtors has collected and holds in trust for the benefit of the Authorities. 

Therefore, as discussed below, these funds do not constitute property of Debtors’ estates and 

could not otherwise be used by Debtors. 

Relief Requested  

14. The Debtors seek the authority, in their sole discretion, to pay the Taxes and Fees 

without regard to whether such obligations accrued or arose before or after the Petition Date.   

Basis for Relief 

15. The following bases support the relief requested in this Motion, including, 

without limitation: (a) certain of the Taxes and Fees are not property of the estate; 
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(b) section 105 of the Bankruptcy Code, and the Court’s general equitable powers, permit the 

Court to grant the relief sought; (c) portions of the Taxes and Fees may be entitled to priority 

status pursuant to section 507(a)(8) of the Bankruptcy Code; (d) governmental entities may sue 

Debtors’ officers for unpaid Taxes and Fees, thereby distracting them from Debtors’ 

reorganization efforts; and (e) section 363 of the Bankruptcy Code gives Debtors authority to 

remit payment on account of such Taxes and Fees in the ordinary course of business. 

16. First, section 541(d) of the Bankruptcy Code provides, in relevant part, that 

“[p]roperty in which the debtor holds, as of the commencement of the case, only legal title and 

not an equitable interest ...  becomes property of the estate under subsection (a)(1) or (2) of this 

section only to the extent of the debtors’ legal title to such property, but not to the extent of any 

equitable interest in such property that the debtor does not hold.”  11 U.S.C. § 541(d). 

17. Many of the Taxes and Fees constitute “trust fund” taxes, which are required to be 

collected from their customers by Debtors and held in trust for payment to the Authorities.  See, 

e.g., Begier v. Internal Revenue Serv., 496 U.S. 53, 57-60, 110 S.Ct. 2258, 2262-65, 110 L.Ed. 

2d 46 (1990) (holding that any pre-petition payment of trust fund taxes is not a transfer subject to 

avoidance because such funds are not the debtor’s property). 

18. Second, to the extent that any of the Taxes and Fees do not constitute “trust fund” 

taxes in a particular jurisdiction, the Court may rely on its general equitable powers to grant the 

relief requested in this Motion as codified in section 105(a) of the Bankruptcy Code.  

Section 105(a) empowers the Court to “issue any order, process, or judgment that is necessary to 

carry out the provisions of [the Bankruptcy Code].”  11 U.S.C. § 105(a).   

19. Third, some or all of the Taxes and Fees are or may be entitled to priority status 

pursuant to section 507(a)(8) of the Bankruptcy Code and, therefore, must be paid in full under 
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section 1129(a)(9)(C) of the Bankruptcy Code to confirm any chapter 11 plan.  Thus, the 

payment of the Taxes and Fees at this time may only affect the timing of the payment and may 

not prejudice the rights of other creditors. 

20. Fourth, in some cases, the Authorities may assert that the Debtors’ officers are 

personally liable if Debtors fail to meet the obligations imposed upon them to remit Taxes and 

Fees.  To the extent such accrued Taxes or Fees were unpaid as of the Petition Date, the Debtors’ 

officers may be subject to lawsuits in certain jurisdictions during the pendency of these 

Chapter 11 Cases, even if the failure to pay such Taxes and Fees was not a result of any 

malfeasance on their part.  Such potential litigation would distract the Debtors, the named 

officers, and the Court, which may be asked to entertain various motions seeking injunctions 

relating to potential court actions.  Therefore, it is in the best interests of the Debtors’ estates to 

eliminate the possibility of these distractions. 

21. Finally, the Court also may grant the relief requested herein pursuant to 

section 363 of the Bankruptcy Code.  Section 363(b) provides, in relevant part, that “[t]he 

[debtor], 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).  Under this section, a court may 

authorize a debtor to pay certain prepetition claims.  See In re Ionosphere Clubs, Inc., 98 B.R. 

174, 175 (Bankr. S.D.N.Y. 1989) (noting that a debtor is authorized to expend funds outside of 

the ordinary course pursuant to section 363(b)). 

22. The timely payment of the Taxes and Fees is necessary and in the best interest of 

the Debtors, their estates and their creditors.  Moreover, in numerous chapter 11 cases, 

bankruptcy courts have exercised their powers to authorize debtors to pay pre-petition tax 

obligations.  See, e.g., In re Philadelphia Newspapers, LLC, No. 09-11204 (JKF) (Bankr. E.D. 
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Pa. Feb. 24, 2009); In re Tropicana Entm’t, LLC, No. 08-10856 (KJC) (Bankr. D. Del. May 6, 

2008); In re Leiner Health Prods. Inc., No. 08-10446 (KJC) (Bankr. D. Del. Apr. 7, 2008); In re 

Wickes Holdings, LLC, No. 08-10212 (KJC) (Bankr. D. Del. Feb. 5, 2008); In re Tweeter Home  

Entm’t Group Inc., No. 07-10787 (PTW) (Bankr. D. Del. June 13, 2007).  The Debtors submit 

that the present circumstances warrant similar relief in these Chapter 11 Cases. 

23. Nothing in this Motion should be construed as impairing the Debtors’ right to 

contest the amounts of any Taxes and Fees allegedly owing to the various Authorities, and the 

Debtors expressly reserve all of their rights with respect thereto. 

24. The Debtors also request that all applicable banks and other financial institutions 

be authorized to receive, process, honor, and pay all checks presented for payment and to honor 

all electronic payment requests made by Debtors related to the foregoing, whether such checks 

were presented or electronic requests were submitted prior to or after the Petition Date.  The 

Debtors further request that all such banks and financial institutions be authorized to rely on the 

Debtors’ designation of any particular check or electronic payment request as approved pursuant 

to this Motion. 

Failure to Pay the Taxes and Fees Within Twenty One Days 

of the Petition Date May Cause Immediate and Irreparable Harm 

25. Pursuant to Bankruptcy Rule 6003, the Court may grant not relief regarding a 

motion to pay all or part of a pre-petition claim that arose before the Petition Date within twenty-

one (21) days after filing of the petition unless the relief is necessary to avoid immediate and 

irreparable harm. 

26. As discussed above, the Authorities may assert that Debtors’ officers are 

personally liable if Debtors fail to meet the obligations imposed upon it to remit Taxes and Fees.  

Thus, if the relief is not granted, Debtors’ officers may be subject to personal tax-related lawsuits 
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that would cause the Debtors’ estates immediate and irreparable harm by distracting them from 

the reorganization efforts.  See In re Calpine Corp., 365 B.R. 401, 410 (S.D.N.Y. 2007) (holding 

that potential distractions to employees constitutes “imminent irreparable harm” if they would 

impact the restructuring process).  Therefore, the relief requested in the Motion satisfies the 

requirement of Bankruptcy Rule 6003. 

Notice 

27. Notice of this Motion has been or will be given to (a) the Office of the United 

States Trustee for the Eastern District of Pennsylvania; (b) the Commonwealth of Pennsylvania 

Department of Revenue; (c) all local taxing authorities; (d) the Internal Revenue Service; (e) the 

entities listed on the Consolidated List of Creditors Holding the 20 Largest Unsecured Claims 

filed by the Debtors pursuant to Bankruptcy Rule 1007(d); (f) the Federal Communications 

Commission; (g) the banks in which the Debtors maintain their bank accounts; and (h) all parties 

who, as of the filing of this Motion, have filed a notice of appearance and request for service of 

papers 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.  

No Prior Request 

28. No prior motion for the relief requested herein has been made to this or any other 

court. 

WHEREFORE, the Debtors respectfully request that the Court enter an Order, 

substantially in the form attached hereto: (a) authorizing, but not directing, Debtors to remit and 

pay all sales, use, real property and other taxes, as well as fees for licenses, and similar charges 

and assessments, and, (b) authorizing and directing banks and other financial institutions to 

receive, process, honor, and pay checks presented for payment and electronic payment requests 

relating to the foregoing, and (c) granting such other and further relief as is necessary and just. 
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Dated:  March 21, 2019  STEVENS & LEE, P.C. 

 

 By:    /s/ Robert Lapowsky 

Robert Lapowsky 

Evan Coren 

620 Freedom Business Center, Suite 200 

King of Prussia, PA 19406 

Telephone: (215) 751-2866 

Facsimile: (610) 371-7958 

rl@stevenslee.com 

ebc@stevenslee.com 

                                                                           

       Proposed Attorneys for the Debtors and  

      Debtors in Possession 
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UNITED STATES BANKRUPTCY COURT 

FOR THE EASTERN DISTRICT OF PENNSYLVANIA 

 

In re: 

 

Reading Eagle Company
1
, 

 

 Debtor. 

 

  

Chapter 11 

 

Case No. 19-11728-REF 

 

(Joint Administration Requested) 

 

In re: 

 

WEEU Broadcasting Company
2
, 

 

 Debtor. 

 

  

Chapter 11 

 

Case No. 19-11731-REF 

 

(Joint Administration Requested) 

 

 

ORDER (A) AUTHORIZING, BUT NOT DIRECTING, DEBTORS OF  

TO REMIT AND PAY TAXES AND  

FEES AND (B) AUTHORIZING AND DIRECTING BANKS AND  

OTHER FINANCIAL INSTITUTIONS TO HONOR RELATED  

CHECKS AND ELECTRONIC PAYMENT REQUESTS  

 

Upon the motion (the “Motion”)
3

 of the above-captioned debtors-in-possession 

(collectively, the “Debtors”) for the entry of an order (a) authorizing, but not directing, Debtors 

to remit and pay sales, use, real property, and other taxes, as well as fees for licenses and similar 

charges and assessments; and (b) authorizing and directing banks and other financial institutions 

to receive, process, honor, and pay checks presented for payment and electronic payment 

requests relating to the foregoing and the Declaration; it appearing that the relief requested is in 

the best interests of the Debtors’ estates, their creditors, and other parties in interest; the Court 

having jurisdiction to consider the Motion and the relief requested therein pursuant to 28 U.S.C. 

§§ 157 and 1334; consideration of the Motion and the relief requested therein being a core 

                                                 
1
 The last four digits of Debtor Reading Eagle Company’s tax identification number are 3740.   

2
 The last four digits of Debtor WEEU Broadcasting Company’s tax identification number are 8488.  

3
 Capitalized terms used but not otherwise defined herein shall have the meanings set forth in the Motion. 
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proceeding pursuant to 28 U.S.C. § 157(b); venue being proper before this Court pursuant to 28 

U.S.C. §§ 1408 and 1409; notice of the Motion having been adequate and appropriate under the 

circumstances; and after due deliberation and sufficient cause appearing therefor, it is hereby 

ORDERED that 

1. The Motion is GRANTED as set forth herein. 

2. Debtors are authorized, but not required, to pay and remit to various taxing, 

licensing, and regulatory authorities (collectively, the “Authorities”) (a) taxes, including, but not 

limited to, sales, use, real property, and other taxes incurred or collected by Debtor on behalf of 

the Authorities (collectively, the “Taxes”) and (b) fees, licenses and similar charges and 

assessments incurred by the Debtors (collectively, the “Fees”), without regard to whether such 

Taxes or Fees accrued or arose before or after the Petition Date. 

3. The banks and other financial institutions on which checks are drawn or electronic 

payment requests were made in payment of the pre-petition obligations approved herein are 

authorized and directed to receive, process, honor, and pay such checks and electronic payment 

requests when presented for payment, and all such banks and other financial institutions are 

authorized to rely on either Debtor’s designation of any particular check or electronic payment 

request as approved by this Order. 

4. Nothing in the Motion or this Order, nor as a result of Debtors’ payment of claims 

pursuant to this Order, shall be deemed or construed as:  (a) an admission as to the validity or 

priority of any claim against the Debtors; (b) a waiver of the Debtors’ rights to dispute any 

claim; (c) an approval or assumption of any agreement, contract or lease pursuant to section 365 

of the Bankruptcy Code, or (d) an acknowledgement by the Debtors of the validity or non-

avoidability of any liens (contractual, common law, statutory, or otherwise)  . 
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5. The Debtors are authorized to take all actions necessary to effectuate the relief 

granted pursuant to this Order in accordance with the Motion. 

6. The terms and conditions of this Order shall be immediately effective and 

enforceable upon its entry. 

7. The Court retains jurisdiction with respect to all matters arising from or related to 

the implementation of this Order. 

Dated: ___________, 2019 

   ____________________________________________ 

                                                             RICHARD E. FEHLING 

                                                             CHIEF UNITED STATES BANKRUPTCY JUDGE 
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