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3n tije Hmteb g>tatea ^Bankruptcy Court

for tfje

g>outf)ern 3Stsftrict of (Seorgta
£>tategboro Btbteion

In the matter of:

MCTEER OIL COMPANY, INC.,

Debtor.

In the matter of:

MCTEER PROPERTY HOLDINGS, LLC,

Debtor.

Chapter 11

Case No. 13-60660-EJC

Chapter 11

Case No. 13-60661-EJC

OPINION AND ORDER GRANTING MOTIONS TO CONSOLIDATE

Before the Court is McTeer Oil Company, Inc.'s and McTeer Property

Holdings, LLC's identical motions (dckt. 3) seeking the substantive consolidation of their

pending chapter 11 cases.1 In the alternative, the motions seek the joint administration ofthe

cases. This Court has jurisdiction pursuant to sections 151,157(a), and 1334(b) oftitle 28

ofthe United States Code and the United States District Court for the Southern District of

Georgia's Order dated July 13,1984, which refers all cases under title 11 ofthe United States

Code to the bankruptcy judges in the district. This is a core proceeding as defined in 28

U.S.C. § 157(b)(2)(A). In accordance with Rule 7052 ofthe Federal Rules ofBankruptcy

1 For this Order, citations to the docket in In re McTeer Oil Co., Inc., No. 13-
60660, will appear as ''{McTeer Oil, dckt.)," citations to the docket in In re McTeer
Property Holdings, LLC, No. 13-60661, will appear as "(McTeer Property, dckt.)," and
citations to both dockets will appear simply as "(dckt.)."
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Procedure, I make the following Findings of Fact and Conclusions of Law.

FINDINGS OF FACT

A consolidated evidentiary record was made, and the following facts were

either proven orare the proper subject ofjudicial notice.2

A. Introduction

Cecil Hud McTeer, III ("McTeer") has been in the convenience store

business since 1993. He opened his first store in Millen, Georgia and grew the business to

five locations at its zenith as summarized in Table 1 below.

TABLE 1: Store Locations

Store Citv (GA) Real Estate Owner Operator

1 Millen McTeer Oil McTeer Oil

2&4 Millen/Waynesboro Third-Party Lessors [Closed 2010]

^

j Augusta McTeer Property Dalpin, LLC (tenant)

5 Augusta McTeer Property RSS 2012, LLC (tenant)

In 1993, McTeer formed a corporation, McTeer Oil Co., Inc. ("McTeer Oil"), through

which to operate the business, and he later formed a limited liability company, McTeer

Property Holdings, LLC ("McTeer Property"), to own some ofthe real estate. The two

entities are the respective debtors in these cases and are the subject of the pending

motions. As will be more fully described below, McTeer treated these entities as one

2See Fed. R. Evid. 201; In re Henderson, 197 B.R. 147, 156 (Bankr. N.D. Ala.
1996). The Court takes judicial notice ofevery proof ofclaim that has been filed in both cases.
(McTeer Oil, Hr'g Tr. Mar. 27, 2014, dckt. 100, at 105:3-7.)
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enterprise. The debtors now seek to have the Court consolidate their bankruptcy estates

into one estate for purposes of their chapter 11 reorganizations.

B. Procedural History

On December 2, 2013, McTeer Oil and McTeer Property filed separate

voluntary chapter 11 petitions. (Dckt. 1.)The law firm of Merril & Stone, LLC of

Swainsboro, Georgia represents both debtors. The debtors' respective petitions designate

that each debtor is a small business debtor as defined in 11 U.S.C. § 101(5 ID). McTeer

Oil and McTeerProperty each filed a Motion to Substantively Consolidate the Cases of

McTeer Oil Company, Inc. and McTeer Property Holdings, LLC, or in the Alternative to

Jointly Administer the Cases ("Motions to Consolidate") on December 2, 2013. (Dckt. 3.)

Notice of the Motions to Consolidate and the original date of the hearing

was served on all parties in both cases. (McTeer Oil, Certificate of Service, dckt. 30;

McTeer Property, Certificate of Service, dckt. 23.) The Court held a continued hearing on

the motions on March 27, 2014.3 At the hearing, McTeer testified on behalf of the

debtors. No party in interest filed an objection to the Motions to Consolidate orappeared

at the hearings to object to the substantive consolidation of thecases.

3The original hearing on the Motions to Consolidate and the first continued
hearing held on February 12, 2014 were continued due to inclement weather.
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C. Background

1. Formation, Ownership, and Business Functions ofthe Debtors

McTeer owns 100% of both debtors. (McTeer Oil, Dckt. 27, at 26; McTeer

Property, Dckt. 20, at 25.) He has been the sole shareholder ofMcTeer Oil since that

corporation was formed. (Ex. D-7; McTeer Oil, dckt. 100, at 49:12-16.) He is the

president of the corporation and his mother, Mary Pat McTeer, is the secretary. (Ex. D-6;

McTeer Oil, Hr'g Tr. Mar. 27, 2014, dckt. 100, at 50:6-14.) McTeer Oil was formed to

operate a convenience store, gas station, and restaurant on 1.99 acres in Jenkins County,

Georgia located at 353 Highway 25 South, Millen, Georgia ("Store 1"). (McTeer Oil,

dckt. 100,.at 52:16-19, 56:8.) McTeer Oil holds title to the real estate. (Id. at 52:20-21.)

The corporation employs seven people to operate Store 1. (Id. at 67:19.)

Because his accountant advised him that it would be beneficial for tax

purposes, McTeer established McTeer Property, aGeorgia domestic limited liability

company, in 2002. He is the managing member and has always been the only member of

McTeer Property. (Id. at 50:18-19, 51:3-5, 52:22-25.) McTeer Property owns two

properties: 1.96 acres in Richmond County, Georgia more commonly known as 1237

Gordon Highway, Augusta, Georgia 30901 ("Store 3"). which was acquired in 2003, and

0.88 acres in Richmond County, Georgia commonly known as 4150 Windsor Spring

Road, Hephzibah, Georgia 30815 ("Store 5"). which was acquired in 2007. (Id. at

53:4-20,55:3-15.)
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After McTeer formed McTeer Property, he disregarded the separateness of

the two entities in many respects, and each of the debtors assert that this "commingling of

assets and business functions" supports finding that substantive consolidation is

warranted. For example, McTeer Property never had a bank account until it opened a

debtor-in-possession account for this bankruptcy case. (Id. at 72:16-19.) Any revenue that

might have been properly attributed to McTeer Property was deposited into McTeer Oil's

account. (Id. at 73:1-20, 74:6-14, 79:10-19.) Likewise, the expenses ofboth entities

were paid out of McTeer Oil's account. McTeer Property has never made apayment from

an account in its name to creditors. (Id.) McTeer testified that separate records for income

and expenses of the entities were not maintained.4 (Id. at 74:11-14, 79:10-19.)

Additionally, McTeer Property has never had asingle employee. (Id. at 66:22-24.) When

McTeer Property needed work done, it was performed by McTeer Oil's employees who

never received compensation from McTeer Property. (Id. at 68:9 to 69:12.) McTeer

testified that transfers may or may not have occurred between McTeer Property and

McTeer Oil, but he has no documentation ofthem. (Id. at 102:5-20.)

2. Current Assets ofthe Debtors

The assets ofthe debtors, according to their respective schedules, have been

summarized in Table 2 below.

4As asingle member limited liability company, McTeer Property is not required
to file aseparate federal tax return. Instead, McTeer Property's profits and losses pass
through to McTeer and were reported in McTeer's individual tax returns. (Exs. D-8, D-
9.)
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TABLE2: Debtors" Assets

Schedules A (combined): McTeer Oil Value McTeer Property Value

Store 1 SI 06.698.00

Store 3 S558,176.00

Store 5 S356,396.00

Schedules B (combined): McTeer Oil Value McTeer Prooertv Value

Store 1: Queensborough Bank Account S 1,500.00

Store 1: Accounts Receivable S6,000.0()

Store 1: Office Equipment SI 0,020.00

Store 1: Machinery & Fixtures S4,125.00

Store 1: Inventory SI 8,000.00

Store 3: Office Equipment $3,725.00

Store 5: DOT Condemnation SI 31,500.00

Store 5: Office Equipment S5,400.00

Total Assets: S146,343.00 SI,055.197.00

Total Liabilities: SI,908.529.25 SI.776,641.84

3. Leases

McTeer Oil leased Store 3 from McTeer Property from 2003 through 2010

although there was no written lease between the two entities. (Id. at 70:6-13.) McTeer Oil

never paid rent to McTeer Property but did make some payments to the lienholder,

Queensborough National Bank and Trust Company ("Oueensborough"). (Id. at 70:14 to

71:9.)

McTeer Oil also leased Store 5 from McTeer Property from 2007 to


































