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Frank I.. Chapin and Sydney L.. Guticrrez-Chapin filed a voluntary Chapter 11 petition on
February 22, 2002. The filing constituted an order for relicf under the provisions of the
Bankruptcy Code. The Dcbtors have acted as Debtor in Possession subsequent to that date. This
Disclosure Statcment is jointly submitted by Creditor Frederick A. Leaf, M.D. and the Debtor.

HISTORICA]L OVERVIEW

Factors Leading T'o Chapter 11

The Debtor, Frank L. Chapin, is the former co-personal representative of the Estates of
Wilbur and Christina Leaf, Wilbur Leaf and Christina Leaf were hushand and wife.

Wilbur T.eal passed away on December 20, 1993, On June 22, 1994 ihe Last Will and
Testament of Wilbur A. Leafl was admitted to probatc in the Superior Court of Spokane County
case In the Matter of the Estate of Wilbur A. Leaf, Cause No. 94-4-00731-1. Christina Leaf was
named as the Personal Representative of the Estate. On March 30, 1995, Personal
Representative Christina Leaf filed an Inventory and Appraisement showing the fair net value of
Wilbur I.eal"s Estate.

Christina Leaf passed away on August 1, 1995, On November 14, 1995, Frank L. Chapin
(the “Debtor™), and Frederick A. Leaf, M.D. (“Dr. Leaf”"} were appointed successor co-personal
represcntatives of the Bstatc of Wilbur A. Leal. Dr. Leaf is a medical doctor residing in Seattlc,
Washington, and the nephew of Wilbur and Christina Leaf. The Dcbtor is an accountant doing
business as Frank L. Chapin, P.A., Licensed Public Accountants, in Sandpoint, Idaho. The
Deblor knew Mr. and Mrs. Leaf for over thirty years and assisted them in tax preparation,

financial planning and will preparation.
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Spokanc attorney John Murray was the estate attorney for both Estates. Mr. Murray
represented Christina Teal as personal representative of the Estate of Wilbur Leaf while she was
alive. Later, Mr, Murray represented Dr. Leaf and the Debtor, in their capacity as personal
representatives. Mr. Murray provided advice concerning distributions from the Wilbur Leaf
cstate. He is a named Defendant in the Spokane County litigation described below, and he is a
party in the three adversary proceedings in this Court, described below.

The Debtor hired attormey Robert E. Kovacevich (“Mr. Kovacevich™) to assisi in the
administration of the Fstates. On May 17, 1996, Mr. Kovacevich, on behalf of the Estate of
Christina Leaf, filed a Petition for an Order: (1) Probating Will and Appointing Personal
Representatives; (2) Adjudicating Estate (o be Solvent; and (3) Directing Admnistration Without
Court Intervention in the Spokane County Superior Court case In the Maiter of the Estate of
Christina Leaf, Cause No. 96 4 00617-5. The Debtor and Dr. Leaf, were appointed co-personal
representatives [or the Estate of Christina Leaf,

The Christina Leaf Estate consisted primarily of funds on deposit with New York Life
Insurance Company (“New York Lifc”) in the amount of $748,809.14 under policy No. N3-201-
681. Because Christina Leal®s Last Will and Testament did not contain a provision dirccting the
co-personal representatives to serve without bond, Mr. Kovacevich filed an Amended Petition
with the Court, requesting that, in licu of posting a bond, funds in the New York Life account
would be blocked rom distribution,

On September 3, 1996, the Court granied the Amended Petition and directed Mr.
Kovacevich to provide a copy of the Order outlining the testrictions on distnibution of the

account to New York Life. A copy of the Order was not provided to New York Lafe.
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After receiving Letters Testamentary from Mr. Kovacevich, the New York Lifc account
was closed. Funds in the amount o $748,809.14 were paid by New York Life to the Deblor on
behalf of the Estate of Christina Leaf by check dated Seplember 23, 1996, The Debilor sent the
check 10 Dr. Leaf for endorsement.

Dr. T.eaf and the Debtor disagree upon those [acts that pertain to representations, actions
takcn or statements made (o each other as to endorsing and delivering of the check. Eventually,
the check was cndorsed and provided to the Debtor.

Upon receipt of the check, the Debtor deposited the check into the Estate of Christina
Leaf's account at Panhandle State Bank. Immediately thereafier, however, the Debtor withdrew
the funds from the Estate’s account and deposited the funds into a pooled bank account at
Panhandle State Bank in the name of the Debtor’s wholly owned corporation, Financial
Management Services, Ine. (“FMS”). Dr. Leaf alleges he did not have knowledge of the
withdrawal and deposit by the Debtor.

Prior to Christina’s death, while she was Personal Representative and beginning on or
about June 1994, the Debtor began depositing funds of the Estate of Wilbur Leaf into the pooled
account. On one occasion, in March 1995, the Debtor deposited $100.977.50 of funds from the
Eslate of Withur A. Lcaf into the pooled account.

Tn 1998, the pooled account was transferred to Horizon Credit Union, at which time the
Debtor established a series ol pooled bank accounts to which over $748,809.14 in cash was
transferred from the Estates of Wilbur A, Leaf and Christina Leaf.

For a period of years beginning on or about 1996, Leal alleges the Debtor loaned,
transferred or otherwise made the funds of the Estates available to various third partics, including
but not imited to the Debtor’s wholly owned businesses and irrcvocable trust, FMS, S and F,
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LI.C, Frank L. Chapin, P.A., and Hoodoo Mountain Ranchette Trust. The Dcbtor executed
various promissory notes on behall of FMS evidencing some of these loans.

The Gstates’ funds were used to purchase and/or maintain various real properties,
machinery, equipment, vehicles and supplics in the name of the Debtor’s businesses and trust,
The funds paid down-payments, mortgage obligations, lease payments, taxes, costs of
maintenance and improvements, supplies and other expenses incutred in the operations of the
businesses and trust. Under the Plan, these properties arc designated as Constructive Trust or CT
Properties, and are segregaled [rom the Deblors’ own assets.

On or about November 1998, the Debtor formed 8 and F, LLC (S and F”) for the
primary purpose of holding the real estatc and equipment. In April 2000, the Debtor began
transferring certain CT Properties and othcr assets, consisting of real estate and equipment to 3
and F. S and F is currently in possession and control of the majority of the real properties,
machinery, equipment and vehicles. The Hoodoo Mountain Ranchette Trust is currently in
posscssion and control of a commercial building and real cstate located in Sandpoint, Idaho.

It is cstimated that the combined fair market values ol the Debtor’s property and the CT
Properties (which may consist of rcal properties, machinery, equipment, vehicles, and supplies
purchased with the Bstates” funds) may cxceed two million dollars and gencrate over $150,000
of gross income annually.

Only $170,000 of Estate [unds were accounted for and transferred from Defendant FMS
to the current personal representative of the Estate of Christina Leaf, Joseph Delay. Of the
original $748,809.14 of New York Life funds transforred from the Estate of Christina Leaf to
FMS, $578,809.14 is unaccounted for and remaing in the possession and control of FMS, § and
F, Irank T.. Chapin, P.A., and/or Hoodoo Mountaim Ranchette Trust, subject to the rights of the
DISCLOSURE STATEMENT - 5 Cuairncross & Hempelmann, P.S.
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Beneficiaries who agsert that a constructive trust should be imposed by this Plan upon such
assets or proceeds of such assets. Tt should be noted that the Debtors, Dr. Leal and the
Beneliciaries have nol yet agreed on what propertics and assets should belong to the
Constructive Trust. Under the Plan, a procedure will be implcmented for deciding what
propertics should belong to the Constructive Trust.

Substantial litigation, as detailed below, has been commenced. The primary and distinel
jssucs alleged in the various litigation cases can be generally described as (1) Whether the
personal represcntative(s) were ot were not negligent in their treatment of the disbursements
from the Wilbur Leaf estate, and (2) whether or not the Debtor came into possession of
properties or funds rightfully belonging to third parties.

In April 2001, in an altcmpt to recover the Estate’s funds, attomey William Schroeder, on
behalf of the Bencficiaries of the Estatc of Christina T.eaf, began filing various petitions In the
Maiter of Christina Leaf, Cause No. 96 4 00617-5.

On May 4, 2001, the Deblor entcred into a Stipulation and an Agreed Order was filed,
whercby the Debtor agreed to provide Estate documents to the Beneficiarics by May 15, 2001.
The documents were not produced, and on June 27, 2001, the Court entered an Order which, in
part, revoked the Order of September 3, 1996 permitting the co-personal representatives to scrve
without bond, required the co-personal representatives to post security int the amount of
$1,250,000 and hcld the Debtor in contempt of Court.

The Debtor did not comply with the terms of the Order dated June 27, 2001, and on
November 16, 2001, the Court ordered the Debtor to: (1} provide to the Beneficiarics a detailed
and complete affidavit of his assets; and (2) pay back to the Estatc all assets loaned to the

Deblor’s servicc company, FMS.
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On October 29, 2001, the Beneficiaries filed a civil complaint against the Deblor and Dr.
Leaf to recover the Estate’s funds taken by the Debtor. This matter, currently pending in the
Spokane County Superior Courl, is entitled American Lutheran Chureh, et al., v. Chapin, et al.,
Cause No. 01 2 06413-9. Leaf filed cross-claims in this action against the Debtor, but the
adjudication of those claims were staycd by this Chapter 11 proceeding,

The Debtor failed to comply with the terms of the Order dated November 16, 2001, On
February 15, 2002, the Court found that the Debtor failed to comply with the Court’s orders and
sct a contempt hearing for February 22, 2002. The Debtor failed to appear at the contempt
hearing before the Honorable Neal Q. Riclly and a Bench Warrant was issued for his arrest. On
or about February 26, 2002, the Beneficiarics filed a Motion lo Compel Co-Personal
Representative Frederick A. Leaf, M.D., to Provide an Affidavit of Assels and Post Securily in
an Amount to be Determined by the Court. ‘This motion was heard by the Courl on March 22,
2002 and pranted. Dr. Leafl was required to post security in the form of a lis pendens using s
personal assels, amounting to $1,250,000.

On March 22, 2002, the Court entered partial summary judgment in lavor of the
Bencficiaries against Dr. Leaf in the amount of $563,054.52, plus pre-judgment interest through
March 22, 2002, in the amount of $352,634.55, and post-judgment interest accruing at the per
diem rate o[ $185.11 from March 22, 2002. The Beneficiaries subsequently withdrew their
pending claims and obtained final judgment against Leaf on October 18, 2002. Leaf beheves
(hat the granting of summary judgment was erroneous and has filed an appeal, sceking reversal
of that summary judgment. The Beneficiaries filed a motion to recover their attommey fees and
costs in the amount of $95,397.74. Said motion is currently pending before the Spokane County
Superior Court.
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On June 4, 2002, Dr. Leaf filed a Complaint to Determine Non-Dischargeability of Debt
Under 11 U.8.C. § 523 allcging the following causes of action: (1) Non-Dischargeability of Debt
under 11 U.S.C. § 523(a)(2)(A); (2) Non-Dischargeability of debt under 11 U.S.C. § 523(a)(4);
(3) Non-Dischargeability of Debt under 11 U.S.C. § 523(a)(6); (4) Imposition of Resulting
and/or Constructive Trust; and (5) Indemmification, Sctoff, Contribution and/or Subrogation.
Other litigation pending at the time of the approval of this Disclosure Statement include:

o Leuf vs. Financial Management Services, Inc. et. al., State of Idaho District Court,
Bonner County, Cause No: CV-02-016355.

e American Lutheran Church, el. al. vs. Chapin, et. al., State of Washington Superior
Court, Spokane County, Cause No 01 2 06413-9

e FEstate of Christina Leaf vs. Chapin, et. al., Adversary Procceding No. 02-6135,
United States Bankruptey Court, District of Tdaho.

e Nine Beneficiaries of the Estate of Christina Leaf vs. Chapin, et. al., Adversary
Proceeding No. 02-6136, United States Bankrupley Court, District of Idabo.

e Frederick A. Leaf vs. Chapin, Adversary Proceeding No. 02-6137, United Slates

Bankruptey Court, District of Tdaho, including the counterclaims asserted by the Debtors.

ASSETS AND LIABUHLATIES

The Debtors filed schedules of assets and liabilities with the Bankruptey Court reflecting
the state of the assets and liabilities as of the filing date of those schedules. Those schedules and
any amendments thereto are attached to this Disclosure Statement as Exhibits. The discussion of

the properties, assets and liabilitics set forth in this and other sections of this Disclosure
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Statement is based on those schedules, the Debtor’s information and the events that have
occurred in litigation proccedings, including testimony laken from the Debtor, Frank L. Chapin.

Assets

The scheduled valuc of the Debtors’ assets on the date of the [iling of the schedules
totaled $762,617.39 including the listed value of businesses and trusts, including assets that Leaf
believes should be properly included in the C1' Propertics trust. The valuc of the ussets in the
schedules was based on (he Dcbtors’ opinion of value, which is apparently not based on
appraisals. To suppott these values, the Debtors filed schedule A, a copy of which is attached
hereto as Exhibit A, listing rcal property asscts valued at $119,664.00. The Debtors filed an
amended schedule B, listing their interests in personal property, a copy of which is attached
hereto as Exhibit B. The Debtors’ cstimate of the value of the listed assets was $700,993.39,
thus, the total scheduled value of assets increased to $820, 657.39. The Plan proponents make no
representations concerning the value of the Debtors’ assets other then as set forth in this
Disclosurc Statement. As set forlh hercin, the Plan provides for the imposition of a constructive
trust whereby any funds, assets or proceeds of funds or assets that rightfully belong to the
Beneficiarics or other third parties will be removed from and segregated from the Deblors’
estate.

Liabilities

The Debtors scheduled liabilitics as of the datc of the amended schedules totaled
approximately $2,521,803.48, of which §1,366,378.00 relates to the disputed and un-hquidated
claim of the Internal Revenue Service and $1,250,000.00 relates to the judgment entered 1n the
pending Spokane County Superior Court action entitled American Lutheran Church, et al., v.
Chapin, et al., Cause No. 01 2 06413-9 against Frederick A. Leaf, M.D. (“Lcaf Estate
DISCLOSURE STATEMENT - 9 Cuirncross & Hempelmann, P.S.
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Judgment™, for the acts of the Debtor while acting as the co-personal representative or n other
capacities for the Estates of Wilbur A. Leaf and Christine Leaf. The Debtor has not admitted he
is obligated to Dr. Leaf, The Debtor has indicated that the claims of Dr. Leaf are all disputed,
un-liquidated and/or contingent. Further, the Debtor is reserving all rights with regards to the
proposed Plan filed by Dr. Leaf. Dr. Leaf believes the Debtor is liable for the cntire amount ol
the claims against Dr. Leaf.

The Debior has also listed secured claims of $40,605.68 and the balance of unsecurcd
claims, excluding the T.eafl Estate Judgment, are scheduled in the amount of $114,819.60.

The Intemnal Revenuc Service asserts claims against the Deblor, all of which remain
disputed. The Dcbtors have not filed federal tax retumns for the ycars 1994 through 2001,
inclusive. Tax years 1994 through 1998, inclusive, arc the subject of cases currently pending in
the 17.8. Tax Court under case numbers: 17596-99, 5417-01, 17599-99, 17597-99 and 5418-01.
The Debtor is involved in negotiations with IRS District Counsel as to all of these foregoing
mallers.

The Debtors have cmployed, with Courl approval, the law firm ol Elsacsser Jarzabek
Anderson Marks Elliott & McHugh. On July 8, 2002, the Debtors’ law firm applied for approval
of interim fees in the amount of $14,671.83. This application was approved on July 30, 2002.
On November 1, 2002, there was a second application for fees by the Deblors” counsel in the
amount of $12,003.75 plus expenses of $601.13. According to the Debtors’ Stalement of
Financial Affairs, the Debtors’ law firm received $24,988.00 on the petition date, February 22,
2002. Leaf is not yet aware of how much was owed to the Debtors’ firm prior to the petition

date.
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Leaf estimates thal the amount of administrative fecs and cosis in this proceeding may be
in the amount of $45,000 10 $75,000.

Exemptions

The Debtors have claimed certain personal exemptions as set forth on Exhibit C to this
Disclosure Statement. Leaf has not yet agreed to the exemptions. The court has not yet ruled on
the allowability of the excmptions.

Post-Petition Earnings

Earnings from services performed by the Debtor do not constitute property of the
Debtor’s bankruptcy estate. 11 U.S.C. § 541(a)(6). As a result, such funds can be uscd at the
Deblor’s discretion for, among other things, the payment of his non-dischargeable obligations.
Tn the Credilor’s Plan of Reorganization (the “Plan”), creditors whose claims are not discharged
will not be enjoined or otherwise prevented from cffectuating collection from the Debtor’s post-

petition earnings.

THE REORGANIZATION CASE

Summary of the Proposed Plan of Reorganization

The Plan appears in full in Exhibit D to this Disclosure Statement. The discussion of the
Plan that follows constilutes a summary only. You are urged to read the entire Plan belore
deciding to accept or reject the Plan.

General Description of the Plan

Pursuant to the Plan of Reorganivation that has been [iled with the Bankruptcy Court, a
Liquidating Trustce (“Trustee™) will liquidate all of the Debtors’ interest in all personal property
and all real property owned by the Debtors. Lurther, pursuant to the procedures established by
the Plan, the Trustee will be required Lo segrepate from the Debtors” property any and all assets

DISCLOSURE STATEMENT - 11 Cuirncross & Hempelmann, P.5.
Law Offices
524 Second Avenus, Nuite 500
Seattle, Washington Y8104-2323
Phone: 206-587-0700 » Fox: 206-387-2308

MMAaATA1910 T™WSY71.710




LN

or proceeds that are property of, or should have been delivered to, the Beneliciaries (the
“Constructive Trust Properties” or “CT Properties”). The Debtor, Leaf and all other parties are
reserving rights with regards to what properlies should be segregated into the CT Propertics.
Attached as Exhibil G is a list of those properties Leaf conlends should be included in the
consiructive trust assets. As to any sale or other use of the CT Properties, the person(s)
representing the intercsts of the Beneficiarics shall have the sole authority to direct the Trustee.
The CT Properties may also include all interests in Financial Management Services, Inc. (of
which the Debtors arc the sole shareholders), § and F, LI.C (of which both Debtors are the sole
members), Frank L. Chapin, P.A. (of which the Debtor is the sole selilor), and any other entity in
which the Deblors ¢laim any legal or equitable ownership inlerest.

At the time of submitling this Disclosure Statement to creditors, Leaf and the Debtor arc
discussing an agreement concerning () designating particular properties to be included in the
comstructive trust; and (b) prioritizing the sequence of sale of the various properties listed the
above Exhibit (5. Any such agreement will require either the approval of this Court, after
appropriatc notice, or, approval as part of a modi(ication to the Plan in order to be binding upon
creditors. Tf such an agreement is reached, the agreement, together with any other Plan
modifications, shall be disseminated to creditors prior to the Plan confirmation hearing.

Following the sale of the Debtors’ property, the procceds will be disbursed first to
paymient of any transactional tax obligations or reserves for capital gains taxes, then to creditors
holding an allowed secured claim collateralized by the asset(s) liquidated, then to the creation of
a fund for payment of other allowed claims. I'rom the fund, the Trustee will secure its
compensation, and there will be payment of allowed cxemptions, allowed admitstrative cxpense

claims, allowed priority claims, and finally to holders of allowed unsecured claims in the manncr
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discussed below. Any net recoverics under the avoidance provisions of the Bankruptey Code
shall augment the Trustee’s fund.

Existing Litigation

As of the date of filing this Disclosure Statement, the following litigation cases are
pending,

e Leafvs. Financial Management Services, Inc. et, al., Statc of [daho Dastrict Court,
Bonner County, Cause No: CV-02-01635.

v American Lutheran Church, et. al. vs. Chapin, et. al., State of Washington Superior
Court, Spokane County, Cause No 01 2 06413-9

e Estate of Christina Leafvs. Chapin, et. al., Adversary Proceeding No. 02-6135,
United States Bankruptcy Court, District of Idaho.

e Nine Beneficiaries of the Estate of Christina Leaf vs. Chapin, et. al., Adversary
Proceeding No. 02-6136, United States Bankruptey Court, District of Idaho.

o Frederick A. Leaf vs. Chapin, Adversary Procceding No. 02-6137, United Stales
Bankruptcy Court, District of 1daho.

Tn addition to the foregoing, the Debtors listed a number of other pending actions,
including tax appeals, in their answer (o question 4(a) of their Statcment of Affairs. Tax appeals
are sct forth above in this Disclosure Statement.

Appointment of a Liquidating Trustee

Under the Plan, the Court will appoint a Liquidating Trustee (“Trustee™). The Creditor
will submit the identity of the proposed Trustee to the Couwrt with the Creditor’s Ballot Report or

as otherwise ordercd by the Court. The Trustee will remain in charge of the liguidation of the
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Debtors’ property and administration of this Plan until discharged or replaced by Order of the
Court. Article V of the Plan discusscs the Truslee’s duties.

Classification of Claims

The Plan establishes scveral classes of ¢laims and the Debtors” interest. 1f the Plan 1s
confirmed by the Bankruptey Court and becomes effective, the class into which a claim falls will
determine the manner in which such claim will be treated. The classcs of claims established in
the Plan are summarized below.

Unclassified Claims

Pursuant to § 1123(a) of the Bankruptcy Code, claims of a kind specified in § 507(a)(1)
or § 507(a)(7) of the Bankruptey Code are not classified under the Plan of Reorganization.
Section 507 defines certain types of claims that arc accorded prority in a Chapter 11 case, some
ol which may not be placed in actual classes. Section 507(a)(1) claims are allowed claims for
administrative cxpenses based on the actual and necessary costs and cxpenses of preserving the
cstate. Section 507(a)(7) claims are unsecured tax claims of governmental units for certain types
of taxes due and payable within cerlain petiods of time prior (o or after the filing of the petition.

Class 1

Class | claims consist of all secured claims againsi the Debtors. Class 1 claims arc
further divided into subclasses depending on the nature of the security and the identity of the
property that secures the claim. The Class 1a claim consists of the claim of the Internal Revenue
Service, The Class 1b claim consists of the claim of the Bonner County Tax Collector. The
Class ¢ claim consists of the claim of Ford Motor Credit for the 2000 Ford F250 truck. Prior to
the approval of this Disclosure Statcment, the Debtor surrendered the truck to Ford Motor Credit
pursuant to a Stipulation for Stay Rehef.
DISCLLOSURE STATEMENT - 14 Cairncross & Hempelmann, P.S.
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Class 2

Class 2 claims consist of all unsccurcd priority claims against the Debtors. The Internal
Revenuc Scrvice may have an unsecured priority claim against the Debtors.

Class 3

Class 3 claims consist of two subclasses. The [irst class, class 3A, consists of those
persons such as the Beneficiaries, whosc claims may be deemed non-dischargeable, and who are
right{ully cntitled to the assets or proceeds of assets that should have been distributed to the
Beneficiaries. These are the creditors who will be entitled to the benefit of the Constructive
Trust.

(Class 3B consists of all allowed unsecured clauns against the Debtors however ansmg
not otherwise included in any other ¢lass including, but not limited to, claims based on the Leaf
Estate Judgment. Persons reviewing the Plan arc advised that Leaf and the Debtor may rcach an
agrecment limiting or fixing the amount of Leal™s claims against the estate prior to confirmation.
Such agreement, however, would require the approval of this Court. Dr. Leaf reserves the nght
to have the Leaf Estale Tudgment be among the elaims included in Class 3A. To the extent Class
3A claims are not fully retired through the use of CT Properties, all deficicncy amounts shall be
treated under Class 3B. The Class 3B claims will consist of unsccured claims agamst the
Debtors not cntitled to priority or subject to subordination. Tt also consists of the unsecured
portion, il any, held by holders of secured claims as determined pursuant to the provisions of 11
U.S.C. § 506(d). With respect to any and all distributions made to unsecured creditors under the
Plan, the cxtent of an unsecured creditor’s allowed claim against the estate will determine that

creditor’s pro rala share of funds available from the Trustee’s fund.
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Class 4

Class 4 Claims consist of any equity intcrest the Deblors may have in any asset. Payment
of this class shall occur only if all prior classes, all Administrative expenses and all Post-
Confirmation fees and cxpenses are paid in [ull, with interest at the highcr of the applicable
contract rate or the federal judgment interest rate.

Treatment Accorded Claims and Interests Under the Plan

Treatment to be accorded creditors and equily security holders under the Plan is set forth
in Article VT of the Plan. Article IV specifies those claims that are not impaired under the Plan.
The discussion below sets forih the treatment of all ¢lasses under Article VI

Priority Claims

Administrative Expense Claims

Administrative cxpense claims are not classified and are not impaired under the Plan.
Unless the holder of a claim agrees to be treated differently, all administrative claims shall be
paid in full, in cash, as soon as practicable after confirmation of the Plan and at such time as the
Trustce has, from the sale of non-CT Properties, funds available for payment, in such amounts
that may be allowed by the Bankruptey Court. The payments shall bc made from the Trustce’s
Creditor Dividend Fund created from net proceeds reccived from the sale of non-CT Properties,
i.e., (he Dobtors’ real and personal, scparate and commumily property as specified under the Plan,
Administrative expensc claims include claims (or reimbursement of expenscs and compensation
ol scrvices rendered by allorneys and other professional persons employed by the Debtors.
There will also be an opportunily for the proponents of this Plan to scck administrative expense
claim allowance. All such amounts will be subject lo review and approval by the Bankruptey
Court. The claims in this proceeding that are known to date would include the claims of the
DISCLOSURE STATEMENT - 16 Cairncross & Hempelmann, P.S.
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Debtors’ counsel, the claims of any other professional who has been authorized to perform
services for the Debtors and counsel for one of the plan proponent, Dr. Leaf for his § 503(b)(4)
claims that are ol benefit to this estate.

Adminisirative expense claims also include fees payable to the United States Trustee. All
unpaid quarterly fees due to the United Statcs Trustee pursuant to 28 [LS.C. § 1930(a)(6) will be
paid in full from the Trustee’s Creditor Dividend Fund on or before the Effective Datc, as
required by 11 U.S.C. § 1129(a)(12), and shall first be paid from non-CT Propertics. The
cstimated amount of quarterly fees due to the United States Trustee is $250.00. Any quarterly
fees duc to the United States Trustee for quarters ending afier the Effcctive Date shall be paid
from the Prionity Creditor Dividend Fund.

Tax Claims

Allowed tax claims of governmental units entitled to priority pursuant to § 507(a)(7) of
the Bankrupley Code and not otherwise included in any other class of the Plan shall be paid in an
amounl sufficient to fully amortize the claim over a period of six years commencing on the later
of (a) the Plan’s effective date, (b) that date after the Plan effective datc on which such claim is
assessed, or (c) the date on which the claim becomes an Allowed Claim. Under the Plan, the
interest ratc on such tax claim shall be the (cderal judgment rate then in effect. The only tax
claim of which the Dcbtor is aware is the contingent claim of the Internal Revenue Service in the
approximate amount o' $1,365,378.00 relating to potential tax liability. The Deblor and Leaf
anticipatcs objecting to this claim in an cffort to reduce same. Moreover, the Debtor intends Lo
continue to prosecute his pending tax cases and take other steps to reduce such claims to the IRS.

It is anticipated by the plan proponcnts that once the tax claims of the IRS are determuned, that
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the amount of the taxes owing may be less than $50,000. The IRS shall have no claim against
the CT Properties or procceds thereof.

Secured Claims

Class 1a — Internal Revenue Service

From non-CT Propertics, the Trustee shall liquidatc any and all property to which the
Class 1a Allowed Sceurcd Claim is attached. The amount due to the claimant, together with
interest at the federal judgment interest rate accrued from the petition date until the date of
payment hereunder, shall be paid from the lower ol (a) the amount of net funds available from
the salc of such assels, or (b) the full amount due and owing. In the event there are no non-CT
Properties to which the claim in this Class 1a is attached, such claim shall be treated under the
provisions of Class 2. This class is not impaired under the Plan. The claimants in this class shall
have no right to payment or claim against CT Propertics or proceeds.

Class 1b — Bonner County Tax Collector

The Trustce shall liquidate any and all non-CT Properiies to which the Class 1b Allowed
Secured Claim is attached. The amount due to the claimant, together with interest at the federal
judgment intcrest rate accrued from the petition date until the date of payment hereunder, shall
be paid from the lower ol (a) the amount of net funds availablc from the sale of such assets, or
(b) the full amount due and owing. In the event there is no property o which the claim in this
Class 1b is attached, such claim shall be treated under the provisions of Class 2. This class 15 nol
impaired under the Plan. The claimants in this class shall have no right to payment or claim

against CT Properties or proceeds.
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Class 1¢ — Ford Motor Credit
The Trustee shall liquidate any and all property to which the Class ic is attached, and if
there arc sufficient procecds from the sale of such asset, shall pay such claim in full together with
interest at the lowest rate of allowed contractual, court ordered or the federal judgment mtercst
rale accrued from the petition date until the date of payment hereunder or to the extent of such
net proceeds, whichever payment amount is less. Tn the cvent there 1s no property to which the
claim in this Class 1c is attached, such claim shall be treated under the provisions of Class 3B.
This class is not impaired under the Plan. The claimants in this class shall have no right to
payment or claim against CT Properties or procecds,
Unsecured Priority Claims
Class 2
Class 2 unsccured priority claims are not impaircd under the Plan. The claimants in this
¢lass shall have no right to payment or claim against CT Properties or proceeds.
Unsecured Creditors
Class 3A and 3B
The Class 3A and 3B intcrests are impaired under the Plan. The claimants in class 3B
shall have no righl to payment or claim against CT Properlies or proceeds.
Equity Interests
Class 4
The Clasg 4 intcrests are impaired under the Plan. The claimants in this class shall have

no right to payment or claim against CT Properties or proceeds.
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MEANS FOR EXECUTION OF THE PLAN

The meang (or cxecution of the Plan are sct forth in Article VIIT of the Plan. Pursuant to
that article, the Trustee shall perform acts and/or make payments before or afier the Plan’s
effective date. The effective date ol the Plan is eleven days after confirmation unless the cffect
of the confirmation order is stayed. Payments will be made at various times after confirmation.

The Trustec will retain all his rights with respect to any claim or cause of action arising
under applicable non-bankruptcy law. At any time afler confirmation, the Trustee may
commence any appropriate aclion against the persons or entities to rcalize upon such causcs of
action. In the event the Trustce commences such actions, then, after payment of all costs and
legal lccs, and after determination of the estate’s inlerest in the net proceeds of such actions(s),
the estate’s share of such nct proceeds of such action(s) (after funding of the Creditor Dividend
Fund) shall be deposited into the Creditor Dividend L‘und retained by the Trustee for use
pursuant to the Plan.

Under the Plan, any preference, avoidable transfer or fraudulent conveyance actions are
reserved for the creditors and will be investigated and pursued by the Trustce. The Creditor has
not preparcd any analysis of such claims and makes no representation with respect 1o their value.

Any objection to claims filed in the proceedings must be filed within 60 days following
the effective date unless the Bankruptcy Court extends that period for cause shown. Certain
claims, however, can be filed subsequent to confirmation and the 60-day limitation does not
apply to such claims.

ESTIMATION OF CLAIMS PARTICIPATING IN THE PLAN

Sct forth in the table below is a summary of the Creditor’s cstimate of the amounts of the

claims that will comprisc Classes 1 through 3. Thesc tables have been preparcd from the
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Debtors’ schedules filed with the Bankruptey Court, as modified by prools of claim filed n the

case. Fxcept as noted, the table reflects claims as of February 22, 2002, The Creditor has not

examined any proo(s of claim on file with the Bankruptcy Court in preparing the tables.

Class ) Clamm or Interest | Approximate Amount
Admimstrative Debtors’ Counsel and other professionals, Unknown
Claims Counsel [or Leaf

_lha Internal Revenuc Service ) $ ]2,_545.54

lb Bonner Cuunly Tax Collector $ 4,649.12
lc Eord Moltor Creditl $23,411 02
2 Unsccured Protily Claim $ 1,366,378.00

3 Unsecured Crgditors $1,114.8 1_9.80
4 Lquity Interests | Unknown |
Total $2,521,803.48 plus

unknown amounts

Tt should be borne in mind that the amounts of the claims set forth in the above lable arc

based upon the Debtors schedules. In particular, Class 2 includes the contingent claim of the

Internal Revenue Scrvice, which the plan proponents believe is subject lo significant reduction.

The Trustee or other partics to this proceeding may also file objections to certain claims and such

objections may reduce the amount of claims through litigation, compromise or other

developments subscquent to the date of this Disclosure Statement.

PROJECTED DISTRIBUTIONS

The Plan Proponents do not yet have an accurate estimation of the future distributions to

all creditors in this estatc. Based solely upon the Debtors® schedules, and afler the exclusion of

DISCLOSURE STATEMENT - 21

MMa1A1218% TWiIr" -2 4

Cuirncross & Hempelmann, P.5S.
Law Offices

$24 Secomd Avenue, Suite 300
Seattle, Washington P8104-2323
Phone: 206-587-0700 » Fax: 206-587-2308




L Y

10
11
12
13
14
15
6
17
I8
19
20

22
23

the CT Properties from the estate’s asscts, the following table compromiscs the Proponents’
estimates of the amounts that should be available for distribution to the identificd claim holders.
As claim amounts arc subject to change, the amounts distributed 1o the various classes would

also change.

Clas:s | Claim or Intcrest Dislributinp Percentage
| Unclassified (,Zlaixns (Administ@_tive) _ $ 100% |

la Intc;nal Revenue Scrvice 3 $12,545.54 100%

lb Bonncr County Tax (_Tlollcctor 8 ‘4,649.12 - 100%

lc Ford Motor Credit $23,411.02 H 100%

- 2 Tnternal Revenue Service $ 1,366,378.00 Unknown
3 | Unsecured (Zrcdiﬁors o HEE 1,114,819.80 | Unknown

4 Equity Interests . ” Unknown Unknown

THE “BEST INTEREST OF CREDITORS”™ TEST

If the Bankruptcy Court finds at the hearing on confirmation of the Plan that the holders
of claims will receive or retain under the Plan property of a value as of the Effective Date of the
Plan that is not less than the amount that such holders would receive or retain if the Debtors were
liquidated under Chapler 7 as of such date, then the requirements sct forth in § 129(a)(7)(ii) of
the Bankruptey Code, commonly referred to as the “best interest of creditors™ test, will be
satisfied. This requircment must be satisficd with respect to a class of ¢laims or interests only if
legs than all holders of claims or interests in such class have accepted the Plan. The Plan

Proponents submit that as the Plan is a liquidation plan, this test will be satisfied.

DISCI.OSURE STATEMENT - 22 Cairncross & Hempelmann, P.S.
Law Offices
524 Necond Avenue, Suine 300
Seattle, Washington 98104-2323
Phone: 206-587-0700 ¢ Fax: 26-387-2308
MYV AT121R [ WH -2




10
1
12
13
14
15
16
17
18
19
20
21
22
23

RISK FACTORS

Distributions to creditors contemplated under the Plan are contmgent upon many
assumptions, some or all of which could [ail to meet expectations and preclude the Plan from
becoming cffective or reduce anticipated distributions. Most important, however, 1s that the Plan
is subject to approval by the various classcs of credilors entitled to vote under the Bankruplcy
Code and to confirmation of the Plan by the Bankruptcy Court. No assurance can be given that
the Plan will be aceepted by the requisite number and amount of creditors or confirmed by the
Bankrupicy Court. In that event, due to the costs and uncertainties inherent in a modified Plan of
Reorganization or a conversion and liquidation under Chapter 7, all creditors of the cstate face
substantial rigk that their recovery will be delayed or climinated by such altcrnative

circumstances.

TAX CONSEQUENCES

The following discussion is intended as a general summary of likely tax conscquences
under the Plan. The tax consequences of the Plan will vary based on the individual
circumstances of each taxpayer who is allected by the Plan. Therc may also be state, local or
foreign tax considerations applicable to each creditor. Moreover, some tax consequences of the
Plan are uncertain due to the lack of clcar legal precedent and the possibilily of changes in
[cderal law or in the circumstances of the company. The Deblors have not obtained a ruling
from the Internal Revenue Service (the “IRS”) and have not obtained an opinion of counsel with
respect to the tax consequences of the Plan. As a result, there is no assurance of any kind that a
particular taxpayer will in fact be entitled to the tax treatment described in this section of the
Disclosure Statement. Bach creditor should consult his own tax advisor regarding the federal,
state, local, and [orcign tax consequences of the Plan.
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Federal Income Tax Consequences to the Debtor

Under the Plan, the Deblors’ creditors will be paid from proceeds reccived from the sale
of certain real estate and interests in certain entities, including Financial Management Services,
Tnc., and 8 and F, LLC, Frank L. Chapin, P.A. and the Hoodoo Mountain Ranchette Trust and
the liquidation of other assets. That sale may result in the recognition of some capital gain. The
income may be taxable and, i( so, may be payable in connection with the Estates’ 2003 income
tax return. As a result, the requisite amount of the proceeds necessary to pay such taxes shall be
retained by the Trustee for such purpose.

Federal Income Tax Consequences to Creditors

Class 1 and Class 3B creditors who arc cash basis taxpayers may rccognize income in the
amount of the payments received on account of their allowed claims at the time paid 1n
accordance with the Plan. Such creditors who are accrual basis taxpayers and who have not
previously accrued the amount of their claims or who have taken a bad debl deduction with
respect to their claim generally may recognize income in the amount of the payments reccived on
account of their allowed claims. Other Class 1 and 3B creditors, including those creditors whose
claims are bascd on loans, will generally not recognize income upon reccipt of payment unless
they have previously taken a deduction for a bud debt. To the extent that the payment of a claim
represents payment of intercst to the recipicnt generally that receipt of payment for intcrest 1s
income in the year of receipt. However, if an accrual basis taxpayer has not taken a bad debt
deduction for interest previously accrued or if interest has been accrucd, the receipt of a payment

of interest will not constitute income,
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CONFIRMATION OF THE PLAN

Voting Procedures

A hallot to be used for voting your acceplance or rejection of the Creditor’s Plan of
Reorganization is being mailed to you together with this Disclosure Statement and Plan. Holders
of claims should read the instructions carefully, complete, date and sign the ballot, and transmit it
in the envelope enclosed. In order to be counted, your ballot must be received at address on the

ballot not later than 4:30 p.m. on , 2003, Failure to vote or a vote to reject the

plan will not affect the treatment to be accorded a claim or intercst if the plan nevertheless is
confirmed.

Tf more than one half in number of claimanis voting and at least two thirds in amount of
the allowed claims of such claimants in each class of claims vole to accept the Plan, such class
will be deemed to have accepted the Plan. If al least two thirds in amount of the shares voted in
a class of cquity interesis are voted to accept the Plan, such Class will be deemed to have
accepted the Plan. For purposes of determining whether a class of claims or intcrests has
acecpted or rejected the Plan, only the voles of those who have timely returned their ballots will
be considered.

Hearing on Confirmation

The hearing on confirmation of the Plan has been set for , 2003
at o’clock _ .m. before thc Honorable Terry L. Mcyers, Uniled Statcs
Bankruptcy Judge, in his courtroom . The Bankruptey Court shall confirm the Plan at that

hearing only if certain requircments, as set forth in § 1129 of the Bankruptcy Code, are satisfied.

Even though there are joint plan proponents, either proponent may request confirmation of the
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proposed Plan in the event the other proponent fails to request confirmation. The joint consent
of both proponents is not needed in order to request confirmation of the Plan.

Best Interests of Creditors

In order to satisfy one of those requirements, either Plan Proponent must eslablish that
with respect to cach class, each holder of a claim in that class has accepted the Plan or will
reccive or retain under the Plan on account of such claim property of a value that is not less than
the amount that such holder would receive if the Debtor werc to be liquidated under Chapter 7 of
(he Bankruptcy Code. As discussed in the section of this Disclosure tatement entitled “Best
Interests of Creditors,” the Plan Proponents belicve that the Plan satisfies this test. The Plan
Proponents anficipate that the Bankruptcy Court will make such a determination at the time of
ihe hearing on confirmation.

Feasibility

The Plan Proponents must also establish that confirmation of the Plan is not likely to be
followed by a conversion of this case to a Chapter 7 casc pursuant 1o the Bankruptey Codc, or
the need for further financial reorganization unless the plan provides for such liquidation.
Because the plan provides for the sale of all of thc Debtors’ nonexcmpt assels Lo the extent
nccessary to fund the payments under the plan and the ongoing payments relate only to their
mortgage and personal living cxpenses, the Plan Proponents belicve that the Plan is feasible and
that the Bankruptey Court will so find.

Treatment of Disscnting Classes of Creditors

The Bankruptey Code requires the Bankruptey Court to find that the Plan does not

discriminate unfairly, and is fair and equitable, with respect to each class of claims or interests
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that is impaired under, and has not accepted, the Plan. Upon such a (inding, the Bankruptcy
Court may confirm the Plan despiie the objcctions of a dissenting class.

Effect of Confirmation

After confirmation of the Plan, all remaining property of the Debtors’ estatc shall be free
and clear of all claims and intcrests of creditors, except as otherwise provided in the Plan or the
order of the Bankruptcy Court confirming the Plan. Moreover, the Order of Confirmation of the
Plan will invoke the discharge provisions o[ 11 U.S.C. § 1141 et. seq.

Consequences of the Failure to Confirm the Plan

In the event that the requirements for confirmation of the Plan arc not satisfied, the Plan
Proponents helicve that it would be neccssary to convert this Chapter 11 case to a liquidating
bankruptey case under Chapter 7 of the Bankruptey Code.

DATED this  day of March, 2003.

ronating wnie Ge AC&:C»{ /

By ﬁﬁ—fﬂ cerund ﬁf{é’% e (‘f’.f.-{,.&it."g:e
Frederick A. Leaf, M.DD.
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Unlted States Bankruptcy Court

District of Idaho
inre  Frank L. Chapin Sydney L. Gutlerraz-Chapin Caso Mo,  02-20218
Chapter 1
AMOUNTS SCHEDULED
NAME OF SCHEDULE Areamy | NO.OF SHEETS ASSETS UABILITIES QTHER
A- Reat Progerty NO g ¥ 119,664.00 o e
B - Parsonal Propery NO a $ 642,9581,3 .
G » Proparty Claimed i T
as Exempt ND 1 G
D - Greditors Halding .
Seturad Claims NG T 40,605.68
£ - Creditors Holdlng Unsecured
Priarity Claims NO 2 1.366,378.00
F - Creditora Holding Unaacured
Manprlotty Clalms YES T 1,114,819.80
G- Exscitory Contracts and NO
Unexpired Ledsag 1
H - Codebtors NO 4
1- Current lncome of .
Individual Debtor{s) NO 1 . ;:
J - Currant Expenditures of o
ndividuat Dabtor(s) N 4
r R
Total Numbar of sheels E e
in ALL Schetules™ | 22 :
Total Assots  * | & 762,817.39
Tolal LinhiliGas b 14 2.521.803#"3

EXHIBIT
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HORM BEA
{6/30)
inre:  Frank L. Chagpln . Sydney L, Gutlerrez-Chapin . casa No, 02-20218
Dabitar {If known}
SCHEDULE A - REAL PROPERT Y
] CURRENT
B | Yo
DESCRIFTION AND . ; INTEREST IN AMQUNT CF
NATLIRE OF DEETOR'S
el INTERE&T W PROPERTY E% il SECURED
F:] SECURED CLAIM
% OR EXEMPTION
That portion of the E1/2 E11/2 SE1/4 of | Fee Owner J £ 119,664.00 £ 12,545,
Section 19, Township 55 Narth, Ranga
A West, Bolse Meridian, Bonner Gount,
1daho. lying South of the County Road. .
Total  » | _ $ 119,884.00

(Flogdrt 1l o Bummany of Geraduime ]




FORM BEB
(10/29)

inta Frank L. Chapin

Sydney L. Gutierrez-Chapin v CnsaNo

Dabtor

02-20218

SCHEDULE B - PERSONAL PROPERTY

{if knawn}

E CURRENT
E MARKET VALUE OF
ui PEBTOR'S INTEREST
¥ DESCRIPTION AND LOCATION g IN PROPERTY, WITH-
TYPE OF PROPERTY g OF PROPERTY ; CUT DEDUCTING ANY
P SECURED CLAIM
[+ OR EXEMPTION
1. Gash o hand Cash J 47.00
2. Chacking, tavings tir other Anancial Checking Account w ¥T.89
accaunts, cﬂdiﬁcataa? of Jeposil, urh " Horzon Credit Unlon
hares in banks, ss d loan, thri
guialml:gr\an:r?ninrn:g?;;lmggg 520 N. 5th Ave.
associntions, or creditunions, brokeraga Sandpoint, ID 83864
hausas, or toparatlves,
Chacking Account H 258.24
Idaho Independent Bank
8882 N, Governmant Way
Hayden Lake, |0 83835
Checking Accaunt w 722.05
Pend Qreille Bank
476655 Hwy 85 N.
Bandpoint, {D_838¢4
Madical Savings Account i 106.76
Fend Craills Bank
476655 Hwy 85 N.
Sandpolnt, 1D 83884
Savings Account w 50.00
Horlzon Cradit Unlon
520 N. 5th Ave.
- Sangpolnt, (D 33884 _
n_ Sucurlty depasils with public wlilitiss, x
taliptane companles, landiords, and
others.
4, Household geods and furnishings, China Cabinet (2) $150, Refrigerator $50, Dishes & 4 625.00
incll.ildlng audi, vides, and computar Glansware 3100, Pots & Pans $250, Bench $20,
eqipmant. Sewing Mathine $35, High Chalr $20
Mise. Gardan Tools $30, Lawnmowar £50, Gaas BEQ J 2,830.00
$40, Cutside Lawn Fumniture $50, Badroom sets (2}
$1100, LIving Room set $750, TV $50,5tersc $50,
VR $50, Tables {(4) $100, Washer/Dryer $200, Desks
{2) $110, Fila Cablnats (3) $60, Dinette $140,
L Bookease 550
5, Bugks, plcturss and sther ar objects, Art prints (4) $415, Misc. collectables $175 Jf 580,04
artlques, stamp, coin, record, t3pe,
earmpact disc, and oihae callections or
chllsethles.
B. Weallhg apparal. Frank $200, Sydncy $320 J 520.0¢
7. Furs ard jewslry, Wadding rings (2} J 1,200.00




h ' .

FQRM BEB
(10/B9)

inre FErank L. Chaplin

Sydney L. Gutisrrez-Chapin 1

Dablor

Case No,

pi-20218

SCHEDULE B - PERSONAL PROPERTY

{If kricywen)

and rights or pawers sxarcisable for the
hanefit of tha dabler other than thasa
{iated In Schedula of Resl Praparty.

{Continuaticn Shest)
'é CURRENT
d = MARKET VALUE OF
] DEBTOR'S INTEREST
Z DESCRIPTION AND LOCATION =] IN PROPERTY, WITH-
TYPE OF PROPERTY ) OF PROPERTY o § OUT DEDUCTING ANY
E SECURED CLAIM
g g OR EXEMPTION
4. Flrearms and sporis, photegraphic, and 2 Ravolvers J 304.00
witvar hooby equipmant,
8, Interegts in insurance palicies. Nama X
Insurance company af each policy and
ltemize surrendar of refund valus of
magh,
10. Annutlee, [temize and name each X
issuar.
11, {nlerasis In IRA, ERISA, Keogh, or othar IRA-Annuity w 12,000.0
paaston of profit sharag plans. ltemize,
New York Lifa» High Yield Band B,D00.C
New York Life-1RA H 2,000.0
17, Siock and inlgregts in inearporeted and X
unincomorated bysineasas. itamize,
13, Interests in parnerships or joint financial Management Sorvices, Inc.- Carporata 4 412,533.8
venturas, ltamize. Slock
Frank Chapin, P.A, - Corporate Btock J 37,672.6
Momenta, LLC-Interest in LLG J o
S and F, LLC-Interest in LLC J 125,400.0
e e s .
14, Governmant and cerparate bonde and X
giher negatiatie and nonnegctiebla
Instrumnents.
15. Accounts receivabia.
1B. Alirneny, maintananes, sugpart, gnd
praparty gattlamanie i which tha dablor
{s or may be entltted, Give paniculars.
17. e liguidated debte owing defor X
Including tax rafunds, Give articuiam.
18, Equitable or Riturs intarasts, iifa astates, | X




‘ .

FORM BEE
(10/89)

Inrq

Frank L. Chapin

Sydney L. Gutlarrez-Chap!n :

Dabler

02-20218
{If knawn)

SCHEDULE B - PERSONAL PROPERTY

{Continuation Sheet)

TYPE OF PROPERTY

KONE

DESCRIFTION AND LECATION
OF PROFERTY

CURRENT
MARKET VALUE OF
DEBTOR'S INTEREST
N PROPERTY, WITH-
QUT DEDUCTING ANY
SECURED CLAM
OR EXEMPTION

HUSBAND, WAFE, JOINT
OR COMMLINTY

19,

Conbingent ang nencantingent intareata
In exiate of 8 deceden, genth benafit
pran, [ffo Inaurance policy, of st

{Estimated)

Life Interest Hoodoo Mountaln Ranchette
Trust-Beneficiaries

=

20,000.0¢

20.

ttnar contingsnt 2nd unliquideted
clalma af svary nature, including tax
rafunds, countarciains of the delmor,
and Hohts to gatoff clalms. Givs
aptimaiet vaing of each,

-

2

. Patanls, cogyrighta, and other

Intetlectunt properly. Give particulars.

22,

Llcan=ay, franchises, and other general
Intangiblas. Giva particulars,

2

=]

. Autamoblias, trucks, trallers, and other

vahicles and AccassOCias.,

2000 Ford F230

J 15,000.01

24.

Boals, molors, and ACCHEE0HES.

28,

Aircralt and accaskorios.

28.

Ofice aquipment, luralshings, and
aupplias.

i

-J

. Machinery, faures, equlpment and

supplias used id business.

28

Invantary.

29,

Animale.

d¢.

Crops - growlng ar harvested, Giva
particulacy,

3.

Farming squipment and implameants.

42 Farm supplies, ehamicals, and lead.

a3

Other personal propenty of any klid not
plraady lislod, Wtomize.

Laaf

Right of setoffindemnification from Robert
Kayacevich, Frederlek A. Leaf and Estate of Wilbur

H i Unknow

2 continuaticn sheats attached

Toal

% 642,953,

(tncluds amausts from any catitlnuatle
altached. Report total alag on Summa
Sehadulas.)
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Debtors’ Amended Schedule B
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Cairneross & Hempelmann, P.§.
Law Qffices

324 Secomd Avenue, Sullte 300

Seattle, Washington 98104-2333

Phone: 206-587-0700 « Fax: 2006-587-2308




Bruce A, Andersen 115 COURTS
FLESAESSER JARZABEK ANMDERSON . . )
MARKS ELLIOTT & MGHUGH, CHID. 0 A 29 P k23
Attorneys at Law ' N R o
1400 Northwood Center Court, Suite C B S RGN L
Cpeur d'Alene, IYdaho 83861 Shiiu (AR

Tel: (208) 667-2300
Fax: (208) 6§7-2150

Attorneys Lor Debtor

7.5, BANKRUPTCY COURT
FOR THE DISTRICT OF IDAHO

In Re: ‘
Caze No. Q2-2080%

- 2ont ¥
AMENDED SCHEDULE B -
PERSONAL PROEERTY

FRANK L. CHAPIN and
SYDNEY L. GUTIERREZ-CHAPIN

Debtors.

PP S

COMES NOW the above named Debtors, Franﬁ L. Chapin and Sydney
Gutierrez~Chapin, through undersigned coungel, Bruce A, Anderson of
Elgaesser Jarzabek Anderson Marks Elliott & MeHugh, Chtd., and
hereby amends Schedule B to reflect the livestock the Debtors had
st the time of the filing, an Amended Schedule B is attached.

DATED thieg é;i:lfkaay of August, 2002.

ELSAESSER JARZAEEK ANDERSON
MARKS BLLIOTT & MCHUGH, CHID.

Ko hor

\LR{ICE A. ANDERSON,
Attorneys for Debhors

EXHIBIT

AMENDED SCHEDULE B - PERSONAL PRCPERTY - 1 B




FORM BEB
(10/89)

Inre Frank L, Chapln

Sydnay L. Gulierrez-Chapln v Casza No,

Dubtar

02-20214

{1t knawn)

AMENDED - SCHEDULE B - PERSONAL PROPERTY

E CURRENT
E MARKET VALUE OF
wZ DEBTOR'S INTEREST
o UESCRIPTION AND LOCATION EZ IN PROFERTY, WITH-
TYPE OF PROPERTY g OF PROFERTY 58 | OUTDEDUGTING ANY
e BECURED CLAIM
g =] QR EXEMPTION
1. Gash on hand Cash J 47.40
2, Chwcking, 1avings or other Apancial Checking Aecaunt W 97.8%
pecaunks, carlificates of dapasit, o ngizﬂn Crgdit Uniun
ahares in banka, savin%s Elndllvu;. LkAft, %20 N. 5th Ave
bl dl , ®iid ha ' '
gzsu:lguzf:'m.%ﬂr:;i\ unir::l':. i:amkaraga Sandpoint, |D 83854
hailses, o cooparatives,
Chacking Account H 258,24
Idaho Indepandant Bank
1882 M. Governmaent Way
Haydan Lake, ID 83835
Chacking Account w T22.08
Pand Orellle Bank
476655 Hwy 95 N,
Sandpalnt, 1D B3BG4
Medlcal Savings Account w 106.78
Pand Dreilla Bank
476655 Hwy 85 N.
. Sandpoint, D B2844 o
Savings Account w 50.00
Horizon Gredit Unlon
£20 N, 5th Avs,
Sandpoint, ID B3BE4 _
3, Saturly deposils with pubiis uliliias, X
talephane cormpanies, landiords, Rnd
qthars.
4. Housahald goads and lumisiings, China Cabinst {2) $150, Refrigarator $50, Dishes & J €25.00
Incturdieng audie, Vides, and tomptior Glassware $100, Pats & Pans 5250, Banch $20,
eguipment. Sewlng Machine $385, High Chalr $20
Misc. Garden Tools $30, Lawnmower $50, Gas BBQ J 2,830.00
$40, Qutside Lawn Furnlture $50, Badroom sety (2)
$1400, Living Room set $750, TV $50,5terau $50,
VCR $50, Tablas (4) $100, Washer/Dryer $200, Desks
(2) $110, File Cablnets (3) $50, Dinette $140,
Boakoase 350 . o ]
§. Banks, platures and other art objesta, Art prints (4) 3415, Misc, collectables 5175 J 590.00
antjgues, etemp, cain, racord, taps,
compact dise, and other eollectiona or
salleclibles.
§. Wanring apparal, Frank 52010, Sydney $320 J 520.00
7. Furs ard Jawelry. Wedding rings (2) J 1,200.00




FORM BER
{1o/88)
nre FrankLl. Ghapin Sydney L. Gutlerrez-Chapin + CssaNe.  02-20218
Nabtor {if knewn)
AMENDED - SCHEDULE B - PERSONAL PROPERTY
(Continuation Shaet)
‘é CURRENT
E MARKET VALUE OF
Wz DEBTOR'S INTEREST
“5-‘ DESCRIPTION AND LOCATION T3 IN FROPERTY, \WITH-
TYPE OF PROFERTY g OF PROPERTY = B OUT DEGUCTING ANY
E SECURED CLAIM
& OR EXEMPTION
T
8. Eiraamms and sports, photographie, and 2 Revglvurs J 300.00
athar habby aquiprenl.
8. Intarests In Ingurance policles. HName X
tnmLrEnce cofmpany of each policy and
Hemize sirander or rafund vaiua of
aach.
10, Anrwilies. ltemiza and mame @ach X
iasiiar
11, Intarasts 1 (A, ERISA, Kaogh, of othes IRA-Annuity w 15,600.00
pension o profil sherng plans. Hemiza.
Maw York Lifa- High Yield Bond ) 8,000.00
Naw York Lifa-IRA H 2,000.00
12, Stock and Interests In Ingorporalad and X
unincorporated busingsges. flemize,
12, lalerests In partserships of joint Financial Management Serviges, inc.- Corporata J 412,533.80
venluros. Remize. Stack
Frank Chapin, P.A. - Corparata Stock J 37.672.65
tMoments, LLG-Interest in LLG J -
$ and F, LLC-nterest [n LLC J 125,400.00
14, Gevernmont angd carporala donds and x
siher nagatlable and nonnegoeliabla
inslrumants.
45, Actounts recetvablo. X
16, Allmony, malmenancs, support, and x
preperty saltlaments to which Wa deblor
1a ar may bs antilled. Give perficulars.
17, Oher Rauidated dabts owlng debtor ¥
Ingiuding tax relunds. Give parliculars,
18. Equitable or frtura inlereats, lifs galates, X
and rightd or pawars exercisabla Taf the
paneflt of the debtar ather thay thasa
Nsted |n Schodula of Real Property.




EdRM BAB
{1/ag)

Inre Frank L. Chapin

Sydney L. Gutlerrgz-Chapin '

Dobtar

AMENDED

02-20218

{f known}

- SCHEDULE B - PERSONAL PROPERTY

{Contingation Sheet)
[
z CURRENT
8 MARKET VALUE OF
o DEETOR'S INTEREST
b DESCRIPTION AND LOCATION £ IN PROPERTY, W{TH-
TYPE OF PROFERTY g OF PROPERTY ; OUT DELUGCTING ANY
g SECURED CLAIM
3 g OR EXEMPTION
"1, Contingant and foncontingant Intereste Life Interest Hoodoo Maountain Ranchette H 20,000.00
I astate of 4 dacadent, desth heneft Truat-Beneficlarfes
plan, lifa inaurance policy, or Gust. (Estimated)
20, Other contingant snd URTauidatad X
tlaimna of every noture, including tax
refunde, counterclalms of the dobtor,
and Aghtls to setolf claime. Giva
estimated valua of aach,
21, Palents, copyrighls, and other X
intelloctual property. Glve parisulars.
22. Lipenyes, franchises. and othar genéral x
Intangibles, lva particutors.
23. Automobilaa, trucks, trailers, and other 2000 Ford F250 J 15,000.00
vahicles and acgassuclas, h
24, Boals, motora, and accassqries.
2§, Alrcraft ankd accesiorias,
" 28, Qe squdpmant, furnistings, and
supplies,
27. Machinary, fixfuras, equipmeanl and X
suppliag usad in busiresy-
28. Invaniory. X
29, Animals, 12 Halfers $450 aach J 5,400.00
—
3 Bulls $300 aach J 16,000.00
# Unfinished or Grean Horzes $4G0 each J 12,400.00
§7 Cows $32( pach J 18,240.00
6 FInlshed Horses 1,000 wach J 6,000.00
30. Crops » growing o Havasled. Give X
paricvlars.
34, Farming equipment and mplemants, X
J2 Farm supplies, chamleals, and feed. X




FORM BEB
(1088}

tnte  Frank L. Chapin

Sydnay L. Guiierrez-Chapin GasqNe.  D2-20214

Dehtar

{1 known)

AMENDED ~ SCHEDULE B - PERSONAL PROPERTY

{Continyation Sheet}
z CURRENT
g MARKET VALUE OF
g DEBTOR'S INTEREST
y DESCRIFTION AND LOCATION IN PROPERTY, WITH-
TYRE OF PROPERTY g OF PROPERTY : OLT DEDULTING ANY
hof SECURED CLAIM
o OR EXEMPTION
3. Othar persanal praperty af any Wind net Rlght of setoff/indamnification from Rebert H T UnKnown
alrandy listad, ltemize, Kovacwvich, Fredarlck A, Leaf and Estato of WHbur
Leaf .
—.3  continualion sheets altached Towt ¥ $ 700,3993.3¢

{Incirde amounts fram any corinuation
attachad, Rapart Lotal 4las on Jurnmary
Schedulas.)



CERTIFICATE OF MAILING

1 HEREBY CERTIFY that on this ;2 day of August, 2002, I
caused to be served a true and correct copy of the AMENDED SCHEDULE
% - PERSONA!, PROPERTY WITH ATTACHED AMENDED SCHEDULE B by the
method indicated below, and addressed to the following:

U.5. TRUSTEE X U.S. MAIL

P.Q, BOX 110 ___ HAND DELIVERED

BOISE, ID 83701 ____ OVERNIGHT MAIL
FACSIMILE

S —

Briice A. Anderson

AMENDED SCHEDULE B - PERSONAL PROPERTY
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Debtors’ Schedule C

Cairncross & Hempelmann, P.S.
Law {}fices

324 Sacond Avenue, Suite 300

Seanle, Washington 95 Ii4-2323

Phongs 206-387-0700 # Fax: 206-587-2308




inre Frank L. Chapin ' Sydnay L. Gutlerrez-Chapin , Casw Mo, D2420218
Dabtor. {if known)

FORM BBC
(&R0

SCHEDULE C - PROPERTY CLAIMED AS EXEMPT

Dabtor atecty the exemption to which debtor is entitied unden

{Chack ana hox)

g1t WLE.L. § Saz2(b)(1) Exemptions provided In 11 U.S.C. §522(d).  Nwte; Thuse examptions ara availabla anly In cartaln states.

B 11 U.3.C 5§ 5220)(2) Exemptions availabla undar applicabla nonbankrupticy federal laws, state or local law where the deblor's domicile haz
been located far tha 180 days Immediataly prarading the filing of the petifion, or for a longer portion of tha 180-cay
paricd tharn in any othar plade, and the debtor's interest as a lenant by the entirety or jeint ienant w the axtent the
[miwrast is exampt from process under appllcable nanbankmipley law,

SPECIFY LAW VALLE OF VALUE OF PROPERTY,
DESCRIPTION OF PROPERTY PROVIDING EAeH EXEMPTICON WITHE?':%L E%ﬁﬂm
2 Revalvers IC § 11-605(T} 300.00 300.00
Art prints (4} §415, Misc, IC § 11.605(10) 890.00 £90.00
collectabloa $175 .
China Gabinet (2) $150, 1C § 11-805(1) 825.00 625.00
Rafrigarator $50, Dishes &
Glaszware $100, Poty & Fans
$250, Banch §20, Sawing
Machine %35, High Chair 32¢
Frank $200, Sydney $320 IC § 11.805(1) 520.00 520.00
IRA-Annuity IC § 55-1011/§ 804{1}(E) 15,000.00 15,000.00
Misc. Garden Tools $30, IC § 11-605{1) £.830,00 2,830.00
Lawnmawar $50, Gas BBQ §40,
QOutside Lawn Furniture $50,
Badroom sets {2) $1100, Living
Room set 5750, TV $80,5tereo
£50, VCR $50, Tablas {4) $100,
Washer/Dryer 5200, Desks (2)
$110, File Cablnets (4) $60,
Dinetta $140, Bookcase 550
Mew York Life- Kigh Yield Bond | IC § 55-1011/§ §04(1}{(E) 8,000.00 8,600.00
Wedalng rings {2} IC § 11.605(2) 1.200.00 1200.00
EXHIBIT

R




FORM BEC
@0
inre Frank L, Chapin

Sydney L. Gutlerrez-Chapln

___ CrssNo. 02:20218 )

Debtor.

02t
AMENDED SCHEDULE G - PROPERTY CLAIMED AS EX

Debtor alects the exemption to which deblor 13 entitied under

{Chack ane box)

n 11 U.8.C. § 522(b(1)
& 11 us.L0. §a220N23

Exgmptions pravidad In 11 U.B.C. § 522{d).

W knewe LI TS

e 1

Lt e L S

Gr ST 8 BURRE,
CLER:. IDAND

Nate: Thesa axsmptions ara avallable only in cartain states,
Exemptions available under spplicatia nonbankrupicy fedaral laws, state or local law where the debtor's domielle hag

been located for the 180 daya imimediaisly preceding the flling of iha petition, or for 4 longar partien of the 190-day
pedod than in any nthar place, and the deblors Inlareat a3 a tenant by the entirety or joint tenant {o tha extant the
interest is axampt from procsss undar applicable nonbankmiptey law.

DESCRIFTION QF FROPERTY

BRECIFY LAW
PROVIDING EAGH
EXEMPTION

VALUE OF
CLAIMED
EXEMPTION

GURRENT MARKET
VALUE OF PROFERTY,
WITHOUT DEDUCTING

EXEMPTIONS

2 Revolvers

IC § 11-605(7)

J0c.00

300.00

Art prints (4) $415, Misc.
callectables $175

iC & 11-605(10)

5H0.00

590.00

China Cabinet {2} $15¢,
Refrigerator $50, Dishes &
Glassware 5100, Pols & Pans
$250, Bench $20, Sewing
Maghine $35, High Ghalr $20

IC § 11-605(1)

825.00

$25,00

Frank $200, Sydney $320

Ic § 11-605(1)

§20.00

520.00

IRA-Annulty

I¢: § 55-1011/5 BOA{1){E)

418,000.00

15,000.00

Misc, Gardan Teols $30,
Lawnmowasr $5¢, Gas BRO $47,
Cutsida Lawn Furnitura $54,
Badroom gets (2) $1100, Living
Roam set $750, TV $50,5tareo
$50, VOR §50, Tables (4) $100,
Washer/Oryer $200, Deska (2)
$110, File Cablnata (3) 560,
Dinette $140, Bookeaze $50

IC § 11-605(1)

2,830.00

2,830.00

New Yotk Life- High Yizld Eand

I § 55-1011/5 80A(1)(E)

#,000.00

8,000.00

That portion of the E1/2 E11/2
SE1/4 of Sectlon 19, Township
‘|85 North, Range 4 VWest, Haise
Maridlan, Bonnar Count, idaha,
lying South of the County
Ronad.

1C § 55-1003

50,000.00

118,864.00

Wedding rings (2)

IC § 11-805(2)

1,200.00

1200.00

“ORIGIN
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Cuirncross & Hempelmann, P.5.
Law Qfftces

524 Second Avenua, Suite 500

Seartle, Wushington 98104-2313

Phong: 206-587-0700 » Fax: 206-587-2308




John R. Rizeardi, WSBA No. 9385 ‘The Honorable Terry L. Myers
Admitted Pro Hac Vice

Cairncross & Hempelmann, P.5.

524 Second Avenue, Suite 500

Seattle, WA 98104-2323

Tclephone: (206) 587-0700

Facsimile: (206) 587-2308

Tamara W. Murock, ISB No. 3886
Iaris Baltins WSBA No. 09107
Winston & Cashatl

250 Northwest Boulevard, Suite 107A
Coeur d’Alene, [D 83814

Telephone: (208) 667-2103
Facsimile: (208) 765-2121

Bruce A. Anderson, 15B No. 3392

Elsaesser Jarzabek Anderson Marks Elliott & McHugh
1400 Northwood Center Court, Suite C

Coeur d’Alene, ID 83814

Telephone: (208) 667-2900

Facsimile: (208) 667-2150

UNITED STATES BANKRUPTCY COURT FOR THE
DISTRICT OF IDAHO

In re: NQO. 02-20218

FRANK L. CHAPIN and JOINT PLAN OF REORGANIZATION
SYDNEY L. GUTTERREZ-CHAPIN,

Debtors.

PLAN OF REORGANIZATION - 1 Cairneross & Hempelmann, P.S.
Law Offices
524 Second Avenye, Suite 300
Seaule, Washington 98104-2323
Phone: 206-387-0700 & Fax: 206-387-2308
NMAT7.0000




Frederick A. Leaf, M.D., a creditor (“Creditor”™), and the Debtor, propose the following
Plan of Reorganization pursuant to Subchapter 11 of Chapter 11 of the Bankruptcy Code.
ARTICLE I - DISCLOSURE STATEMENT

1. The Creditor filed a Disclosure Statement under 11 U.S.C. § 1125 and
Bankruptcy Rule 3016(c). The Deblor has joined in the Disclosurc Statement and the
Bankruptey Court has now approved the Disclosurc Statement prior to submission of this Plan to
credilors. The Disclosure Statement provides useful information to aid creditors in voting on the
Plan. You are urged to read the Disclosure Statcment with care in evaluating the impact of this

Plan upon your claims or equily interests.

ARTICLE II - DEFINITIONS

2. Any term used in the Plan not defined below shall have the meaning ascribed to 1t
in the Bankruptcy Code. When used in this Plan, the following terms have the meanings
specified below, unless the context otherwise requires:

2.1. ALLOWED CLAIM: Any claim in the amount and of the prionty
classification set forth in the proof of such claim that has been filed timely in the Reorganization
Case, or in the absence of such proof, as sel forth in the Debtors’ schedules of liabilities in the
Reorganization Case, unless: (i) such claim has been listed in such schedules as disputed,
contingent, or unliquidated, in which casc such claim shall be allowed only in such amount and
such classification as is authorized by Final Order of the Bankruptcy Court; (ii) such claim has
been abjected to or is objected to after Confirmation, in which casc such claim shall be allowed
only in such amount and such classification ag is authorized by Final Order of the Bankruptey

Court; or (iii) such claim has been paid in full, withdrawn, or otherwise deemed satisfied m full.

PLAN OF REORGANIZATION - 2 Cairncross & Hempelmann, P.S.
Law (Nficex
524 Second Avenue, Suite 00
Seattle, Washington 98{04-2323
Phone: 206-587-0700 « Fax: 206-587-2308

(A1 A1 TWIasr ."1
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2.2,  ALLOWED GENERAL UNSECURED CLATM: An Allowed Claim that
is not (i) an allowed sccured claim or (ii) an unsecured claim entitled to priority under the
Bankruptey Code pursuant to § 507 or otherwise.

23, ALLOWED SECURED CLAIM: An Allowed Claim that is a secured
claim against the Debtors determined in accordance with § 506(a)~(d) of the Bankruptey Code.

2.4, AS SOON AS PRACTICABLE: Unless cxtended by Court order, within
ihirty days following the occurrence of a triggering event.

2.5.  BANKRUPTCY CODE or CODE: The Bankruptcy Code enacted
Novemiber 6, 1978, as set forth in Title 11 of the United States Code, and as amended thereatter.

2.6, BANKRUPTCY COURT or COURT: The United Stales Bankruptcy
Courl for the District of Idaho, before which the Reorganization Case is pending, or il that Court
ceases 1o exercisc jurisdiction over the Bankruptcy Casc, the Court that docs exercise

jurigdiction.

BENEFICIARLES: The heirs of the Estate of Christina Leaf, or their assigns, who shall also be
the Claimants ol Class 3(a).

2.7.  CLASS: A class of claims interests as defined in ARTICLE 1Ll of this
Plan.

2.8, CLOSING DATE: The date upon which the Bankruptcy Courl enters the
Closing Order.

2.9,  CLOSING ORDER: The order of the Bankrupicy Court closing the
Reorganizalion Casc pursuant to § 350 of the Bankrupley Code.

2.10. CONFIRMATION: The entry of the Order of Confirmation by the
Bankruptcy Court.

PLAN OF REQRGANIZATION -3 Cairncross & Hempelmann, P.S.

Law Offices

524 Second Avepue, Suite 500

Sealtle, Washington 98104-2323

Phone: 206-587-0700 » Fux: 206-387-2308
InnlAIYIT7T W20
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2.11. CONFIRMATION DATE: The date eleven (11) days afier the date the
Bankrupley Court enters the Order of Confirmation,

CONSTRUC’I‘IVE TRUST PROPERTIES or CT PROPERTIES: Thosc properties that are
designated by an Order of the Bankruptcy Court to be placed into a constructive trust established
by this Plan.

2.12. CREDITOR: When capitalized as “Creditor”, this shall refer to Frederick
A. Leaf, M.D. Dr. Leafis also refeired to as the “Plan Proponent”, however, with the Debtor’s
joinder in the Plan, “Plan Proponent” shall also mean the Debtor.

2.13. DEBTORS: FRANK L. CHAPIN and SYDNLY L. GUTIERREZ-
CHAPIN (“Chapin™).

2.14. DEBTOR IN POSSESSION: The Deblors, when exercising their nghts,
powers, and duties under § 1107(a) of the Bankruptey Code in the Reorganization Casc.

2.15. DISPUTED CLAIM: A filed or scheduled claim of an alleged creditor to
which a party in interest has filed an objcction.

2.16. EFFECTIVE DATE: The first business day not less then ten (10) days
from and after the Confirmation Date when the Confirmation Order is no longer subjcct to
appeal or revision.

2.17. ESTATE: The Estate crealed pursuant to § 541 of the Bankruptey Code.
As to thosc creditors holding Allowed Claims against the Debtors and the marital community,
the Estate is comprised of all of the Debtors’ separatc and all community property assets,
including the rents, profits. revenues and issues from any such property, but not mcluding the CT

Properties.
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2.18. FINAL ORDER: An order ot judgment of the Court as to which the time
for appeal has expired without notice of appeal having heen filed or as to which any appeal there
from has been resolved.

2.19. FINAL PRIORITY CREDITOR DISTRIBUTION: The date on which the
last allowed Class 1 Claim and Unclassified Claims are paid.

2.20. FINANCTAL MANAGEMENT SERVICES, INC.: The Dcbtors’ entire
interest in Financial Management Services, Inc.

2.21. FREDERICK A. LEAF. M.D.: One of the proponents of this Plan, also
referred to as the “Creditor” or “Plan Proponent™.

222 HOODOO MOUNTAIN RANCHETTE TRUST: The Dcbtors’ entire
interest in Hoodoo Mountain Ranchette Trust,

2.23.  LIQUIDATING TRUST OR TRUST: The Trust that will be established
by the Plan Confirmation Order, charged with locating and liquidating all of the Debtors’ assels
and administering the proceeds pursnant to the terms ol the Confirmed Plan (the “Trust”). All
Trusi asscts shall be vested in the Debtors in name only. The provisions of the Plan and the
Confirmation Order shall describe the ability of the Trusl to manage, administer and scll the
asscts and how the Trust shall administer or otherwise treat the CT Properties.

2.24, ORDER OF CONFIRMATION or CONFIRMATION ORDER: The
order of the Bankruptey Court confirming the Plan pursuant to § 1129 of the Bankruptcy Code.

2.25. PLAN: This Plan of Reorganization in its present form or as it may be
amended or modilicd from time {o lime pursuant to order of the Bankruptcy Court.

2.26. POST-CONFIRMATION EXPENSES: All fecs and expenses ol
Professional Persons allowed by the Court which arc incurred after the Effective Date und all

PLAN QF REORGANIZATION - 5 Cairncross & Hempelmann, P.5.
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expenses, including the compensation of the Trustee and thosc persons neccssary to carry out the
dutics of the Liquidating Trust connected with its authorized business of liquidating all asscts,
fixing and determining the allowability of exemptions and claims and making the distributions
called for under ting Plan.

2.27. PRIORITY CREDITOR: The holders of allowed priority claims.

228  PROFESSIONAL PERSONS: Persons retainced or to be compensated
pursuant to §§ 326, 327, 328, 330 and/or 1103 of the Bankruptcy Code.

2.29. REORGANIZATION CASE: The Chapter 11 case pending before the
Bankruptcy Court commenced by the Debtors, designated Case No. 02-20218.

2.30. S and I, LLC: The Debtors entirc interest in S and I, LLC.

2.31. UNSECURED CLAIM: An Allowed Claim thal is not an Allowed
Secured Claim.

ARTICLE I1I - CLASSIFICATION OF CLAIMS AND INTERESTS

3. All claims, as defined in § 101(5) of the Bankruptey Code, against the Debtors
and all interests of the Debtors, as defined in §§ 101(16) and (17) of the Bankruptcy Codc, are
classified as set forth herein. A claim is in a particular Class only to the extent it qualifies within
the definition of such Class and is in a different Class to the extent it qualifies withm the
definition of such different Class.

3.1.  Class 1 Securcd Claims:

3.1.1. Class la; Thc Allowed Secured Claim of Internal Revenue

Scrvice.

3.1.2. Class 1b: The Allowed Sccured Claim of Bonner County Tax
Collector.
PLAN OF REORGANIZATION - 6 Cuirncross & Hempelmann, P.S.
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3.1.3. Class lc: The Allowed Securcd Claim of Ford Motor Credit.
3.2.  Unsecured Prniority Claims:

3.2.1 Class 2: All Allowed Unsecurcd Priority claims against the
Dcbtors entitled to priotity pursuant to § 507(1)(2), § S07(1)(B)(A), § 507(a)(8)B) and
§507(a}(8ND).

3.3, Unsecured Claims:

3.3.1. Class 3(a): The claims of consists of those persons whose claims
may be deemed non-dischargeable in this Estate, and who are rightfully entitled to the asscts or
proceeds of assets that should have been distributed to the Beneficianies. These are the creditors
who will be cntitled to the sole bencfit of the constructive trust.

3.3.2. Class 3(b): All Allowed Unsccured Claims against the Debtors not
entitled Lo priority and not otherwise included in any other previous Class hereof,

3.4  Equity Claims:
3.4.1 Class 4: Any cquity interest that the Debtors may have in Eatate

assets after payment of all prior claims.

ARTICLE 1V - CLAIMS AND INTERESTS NOT
IMPAIRED BY THE PLAN

The Claims of all Classes are impaired under the Plan.

ARTICLE V - APPOINTMENT OF LIQUIDATING
TRUSTEE, AND POWERS THEREOF

5.1.  Effective upon Conlfirmation, a Liquidating Trustee (“Trustee™) shall be
appointcd by the Court. The Creditor and/or the Debtor shall submit the identity of the Proposcd

Trustee to the Court with the Creditor's Ballot Report or as otherwise ordered by the Court.
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5.2.  Subjcct to the Trustee meeting such qualifications as may be required by
the United States Trustee, and such other conditions as required by the Court, the Trustee shall
remain in charge of the liquidation of the Debtors” assets and administration of this Plan until
discharged or replaced by Qrder of the Court.

5.3.  Asto assets other than the CT Propertics, the Trustee shall have
immediatc constructive possession of all of the Dcbtors” assets wherever located. Without
limitation, the Trustce shall be provided with immediate access to all of the Debtors’ physical
and electronic books, records, financial information, accounts of every nature and all other forms
of data. The Debtors’ shall cooperale and provide full and unrestricted access to the Trustee, and
shall cooperate by further providing all asset locations, passwords, combinations and methods of
access,

5.4.  The Trustee shall immediately commence a full inventory of the Debtors’
assels wherever located, and the Trustee shall be entitled to conduct such investigation, as the
Trustee deems appropriale and ncecssary to locate such assets. Further, the Trustee shall be
given the following powers by the Order of Confirmation:

5.5,  Duties ol the Liquidating Trustee

5.5.1. To retain and compensate professionals, including, but not hmited
to attorneys, accounlanls, real estate brokcrage firms, and other advisors.

5.5.2. To list any and all real or personal properly for sale in appropriate
markets and to pay brokerage commissions.

5.5.3. To invcstigate the nature and extent of any secured claims against

any real or personal property.
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5.5.4. To liquidate 100% of the Deblors’ property, unless the Debtor is
successful in preventing liquidation by either asserling a valid claim of exemption or purchasing
the properly (rom the Trustee at then current market value of such property, and to pay the costs
of any asset sale.

5.5.5. To investigate the validity, naturc and extent of all claims against
the Deblor.

5.5.6. To object, challenge or otherwise administer all claims against the
Dcebtor.

5.5.7. Toinvestigate, prosecute, and compromise, in the Debiors’ names,
any and all canscs of action belonging to the Debtors® or this Estate, under applicable local, state
or federal laws.

5.5.8. 'l'o create and execute such documentation as may be required or
reasonably ncecssary to fulfill the purposcs of the Trustee.

5.5.9. To take any and all further action that 1s consistent with the
intentions and purposes of this Plan and the Courl’s Order of Confirmation,

56  Inorder to delermine the nature and extent of the properties that should be
included in the constructive trust (the “CT Properlies”) the Trustee shall:

5.6.1. Notify all parties to submit pleadings, consisting of summanes,
declarations and supportling documentation, if available, designating the properties ot asscts to be
included within the constructive trust within fifteen (15) days aftcr the Trustee’s appointment.

5.6.2. Invesligate the submissions and file an independent

recommendation with the Court, in the form of a contested proceeding, requesting a resolution of

the issue, providing all parties with notice of such rccommendation and request.
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5.6.3. The partics shall be afforded at lcast thirty (30) days notice ol such
hearing, and all alfccted or intcrested partics may file respanses and rephes as allowed by
applicablc court rulcs.

5.6.4. The Bankruptcy Court shall have jurisdiction and shall be
authorized to resolve the issue as to what properties are properly included in the constructive
trust, and to approve any agreements between partics as to what properties are included in the

constructive trust,

ARTICLE VI - PROVISIONS FOR SATISFYING CLAIMS AND SPECIFYING
TREATMENT OF FACH CLASS UNDER THE PLAN

6. The treatment of all Allowed Claims are specified as follows:
6.1.  Administrative Claims:

6.1.1. All holders of a Claim entitled to priority pursuant to § 507(a)(1)
of the Code shall receive on the later of (a) the Effective Date or (b) the date upon which an
order of the Court allowing such claim becomes a Final Order, cash in the amount of such
Allowed Claim unless the holder of such Claim agrees to different treatment, provided that fees
and costs of Professional Persons shall be subject 1o the approval of the Bankruptcy Court. The
foregoing priority shall include any and all Allowed Claims allowed under 11 U.5.C. §503
(b)(4).

6.1.2. All quarierly fces due to the United States Trustec pursuant to
28 U.S.C. § 1930(a)(6) will be paid in full on or before the Effcctive Datc, as required by
11 U.S.C. § 1129(a)(12).

6.1.3. The payments required under the provisions of 16.1.1 and §6.1.2

above shall only be madc by the Trustee from the proceeds of liquidation on deposit in the Trusl.
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6.1.4. Al the discretion of the Creditor, the allernate treatment of allowed
tax claims may be pursuant to § 1129(a)(9)(C) and paid from the post-petition personal garnIngs
of the Debtors, as monilored by the Trustee. The holders of such tax claims will not he stayed or
otherwise Jimited from seeking recovery from the Debtors personal earnings.

6.1.5. Allowed tax claims of governmental units entitled to priority
pursuant to §507(a)(8)(A) § 507(a)(8)(B) and § 507(a)(8)(D) of the Bankruptcy Code and not
otherwisc included in any othcr class of the Plan shall be paid in an amount sufficient to fully
retire such claim on the later of (a) the Plan’s Effective Date, (b) that dale aficr the Plan’s
Effective Date on which such claim is assessed, (¢) the date on which such claim becomes an
Allowed Claim, or {d) the dale when the Trust has adequate assets with which to make payment
of such Allowed Claim. Under the Plan, the intcrest rate on such tax claim shall be the federal
judgment rate in cffect as of the Effcctive Date.

6.2,  Securcd Claims:

6.2.1. Class la (Internal Revenuc Service): The Class 1a Allowed
Securcd Claim is not impaired under this Plan. Unless the Creditor and the holder of the Class
la Secured Claim otherwise agree to altemalive treatment of the claim, the holder of the Class la
Allowed Secured Claim shall be paid and satisfied in accordance with the provisions of  6.2.2.
below.

6.2.2. The Trustec shall liquidate any and all property to which the Class
1a Allowed Secured Claim is attached. The amount due to the claimant, together with interest at
the federal judgment inlerest rate accrued from the petition date until the date of payment

hereunder, shall be paid from the lower of (a) the amount of net funds available from the sale of
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such assels, or (b) the full amount due and owing. In the event there is no property (o which the
claim in this Class 1a is attached, such claim shall be treated under the provisions of Class 2.

6.2.3. Class 1b (Bonner County): The Class 1b Allowed Secured Claim
is not impaired under this Plan. The Trustee shall liquidate any and all property Lo which the
Class b Allowed Sceured Claim is attached. The amount due to the claimant, together with
intcrest at the lederal judgment interest rate accrued from the petition date until the date of
payment hercunder, shall be paid from the lower of (a) the amount of nel funds available from
{he salc of such asscts, or (b) the full amount duc and owing. In the event there is no property 10
which the claim in this Class 1b is altached, such claim shall be trcated under the provisions of
(lass 2.

6.2.4. Class le-1 through l¢-3 (Ford Motor Credit and any other Secured
Claims): The Class 1¢c-1 through Class 1¢-5 claims are not impaired under tms Plan. If
collateral sccuring such claims has not been surrendered prior to the Effective Date, the Trustee
shall liquidate or surrender any and all property to which the Class Te-1 through 1e-5 Allowed
Secured Claim(s) is attached, and, in the event of a sale of asscts, if there arc sufficient proceeds
from the salc of such assct(s), shall pay such claim in full together with interest at the lowest rate
of allowed contractual, court ordcred or the federal judgment interest rate accrued from the
petition datc unti! the date of payment hercunder or to the extent of such net procecds, whichever
payment amount is less. In the cvent there is no property to which the ¢laim in this Class lc is
attached, such claim shall be treated under the provisions of Class 3(b).

6.2.4.1, Tn the event the Trustee elects to abandon any asset

refcrenced in paragraph 6.2.4, the Trustee shall abandon the collateral securing the claim to the
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holder of such claim. Any further claim by the holder of such claim shall be treated under Class
3(b).

6.2.4.2. ln the event any holder of any Secured Claim included in
a subclass of Class 1 votes in favor of the Plan, the Debtor shall waive any claims against such
holder, including but not limited (o any avoidance claims under the provisions of the Bankruptey
Code. Tn the cvent any holder of a Secured Claim included in any subclass of Class 1 votes
against the Plan, in accordance with the provisions of 11 U.S.C. § 1129(b), the Debtor requests
that the Court confirm the plan notwithstanding any rejection of the plan by the holder of such
Class 1 Secured Claim or subclass Class 1 Secured Claim,

6.3. Unsecured Prionty Claims:

6.3.1. Class 2: Class 2 claims are not impaired under this Plan. At the
discretion of the Creditor, the aliemnate treatment ol allowed tax claims may be pursuant to
§1129(a)(9)(C) and paid from the post-petition personal earnings of the Debtors, as monitored
and implemented by the Trustee. The holders of such tax claims will not be stayed or otherwise
limited from seeking recovery from the Debtors personal earnings. If the foregoing payment
option is not implemented by the Credilor and approved by the Order of Confirmation, allowed
Class 2 claims of governmental units entitled to prionty pursuant to §507(a)(8)(A),
§507(2)(8)(B) and § 507(a)(8)(D) ol the Bankruptey Code and not otherwise mcluded in any
other class of the Plan shall be paid in an amount sufficient to fully retire such claim on the later
of (a) the Plan's Effective Date, (b) that date after the Plan’s Effective Date on which such claim
is assessed, (¢) the dale on which such claim becomes an Allowed Clamm, or {d) the daie when

the Trust has adequate assets with which to make payment of such Allowed Claim.
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6.4.  Unsecured Claims:

6.4.1. Class 3(a): Class 3(a) claimants shall first look to the assels in the
CT Properties constructive trust (or payment of their claims. In the event Class 3(a) claimants are
not paid in full from the assets in the constructive trust, they shall have their unpaid claim
balances trealed under Class 3(h).

6.4.2. Class 3(h): The Class 3(b) Unsccured Claims arc impaired under
this Plan. Payment of Allowed General Unsecurcd Claims shall occur as follows: The Trustee
shall liquidate all Estatc assets and recover all other funds duc the Estate, unless the Deblors
invoke the procedure for purchasing any asset, set (orth below under paragraph 6.6 of this Plan.
From the proceeds of liquidation, the Trustee shall pay the Allowed Administrative, Secured
Priorily, Sceured and Unsecured Priority claims. The Trustee shall also ensure that the costs,
fees and expenscs of the Trust and Trustee have been paid or fully reserved, in the Trustee’s
discretion. At such time as the Trustee, in his/her solc discretion, determines there are adequate
funds with which o make a distribulion, such distribution shall be made from all or any portion
of available funds on a pro-rata basis to Class 3(b) creditors. At such time as the Trustec has
determined that all Estate assets have been sold, and all monics recovered by the Estate, the
Trustee, after making payment in full of all other costs, fees and expenses of the Trust and
Trustee, and paying all prior claims, shall make a final distribution to a1l Class 3(b) creditors, pro
rata, and then shall enter a Notice closing the administration of the cstate. In the event the Trust
has funds that exceed the amount needed to pay Class 3(b) claims in full, Class 3(b) claimants
shall be entitled to be paid interest on their claims al the fedcral judgment interest rate effective

on the date of Confirmation, accruing from the petition date until the date of payment.
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6.5.  Equity Claims:
6.5.1. Class 4: The Class 4 Equity Claims of the Debtors are impaired.
Payment of this class shall oceur onty if all prior classes, all Administrative expenses and all
Post-Confirmation (ecs and expenses are paid in full, with interest at the higher of the applicable
contraci rate or the federal judgment intcrest rate.
6.6. Debtors’ election to relain property:
6.6.1. The Debtors may elect to retain any Estate property to which any

Allowed Securcd Claim is attached subject to the following procedurc:

6.6.1.1. The Dehtors, at their sole expense, shall have the asset
appraised by a licensed appraiser or other appraiscr approved by the Trustee, whose consent shall
not be untcasonably withheld. The assct shall be appraised 1o detcrmine its then current fair
market value. The appraisal shall be furnished to the Truslee.

6.6.1.2. The Deblors shall be responsible for assuming in full, and
obtaining a relcasc for the Estate, Trust and the Trustee from any claims of any secured creditor
whose lien attachcs to the assets being purchased and is not otherwisc being paid from the sale
proceeds.

6.6.1.3. The Debtors shall pay to the Trust, in cash, the full
amount ol the differential between the market value of the asset plus the Trustee’s actual fecs
and costs incurred to facilitate such sale, less the amount(s) of any contractually assumed secured
claims, lcss any allowed applicable personal exemption.

ARTICLE VII - TREATMENT OF DISPUTED CLAIMS AND INTEREST

7. Dispuled Claims and Interests shall be treated in the manner set forth below.
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7.1.  In calculating the cash to be distributed to Allowed Claims, all Disputed
Claims will be treated as if they were Allowed Claims in the full amount thereof; provided,
however, that the cash so allocated to Disputed Claims will not be distributed, but will be held by
the Trustee for the benefit of the holders of Allowed Claims ultimately entitled thereto. The
Trustee shal] also hold back sufficient funds so as to cnsure that ihe deficiency balances of Class
3(a) Claimants, if any, that will be treated as Class 3(b) claims, will be paid.

7.2, At such time as a Disputed Claim becomes an Allowed Claim, and subject
to the plan trealment provisions (or such Allowed Claim, the Trustee shall deliver o the holder
of the Allowed Claim the cash allocable to such Allowed Claim.

7.3.  Indetermining the amount of a claim, any final, non-appealable order or
judgment entercd by another court of competent jurisdiction setling the amount ol such claim

shall be determinative as to the amaouni of such claim,

ARTICLE VIII - MEANS FOR EXECUTION OF THE PLAN

g. The Debtors, Debtor in Possession, and Trustee shall each perform or shall have
performed all acts requircd of them.

§1. On Confirmation, all assets of the Estate shall be re-vested in the Debtors
solely for the purposes of title, with the exception of the CT Propertics. The Debtors shall have
no authority to takc any action whatsocver as to any Estatc asset withoul the cxpress writlen
approval of the Trustee or pursuant to an Order of the Court. The Debtors actions in derogation
of this provision shall subject the Debtors to appropriate sanctions, including a minimum cost of
$3,000 for any Order finding the Debtors, or either of them, to have not complied with this
provision or any term of the order confirming the Plan. On the elfective date, the Debtors shall
transfer all funds in all accounts to the Trustee, including but not limited to, funds held by any
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third parties on account of or in trust for the Debtors. To the extent funds are available from the
procceds of Estate assets, the Trustee shall make the payments required by the Plan, shall satisfy
all Administrative Expense Claims, and shall make all other payments rcquired after the
Cffective Dale; provided, however, that such obligation shall not serve to make the Trust or the
Trustec personally liable for any discharged claims, including any claims which are Allowed
Sccured Claims,

8.2.  Except as provided in ¥ 8.3 below, all nghts, claims and causes of action,
whether equitable or legal, of the Estate, the Debtors, Debtors in Possession, and Trustee agamst
all persons, trusts or enlitics are reserved for evaluation and assertion by the Truslee, including,
but not limited to, all claims set forth in the Deblors’ schedules filed herein and the
indemnification claims against Robert Kovacevich, John Murray and their respective marital
communities. Following confirmation the Trustee, in the name of the Debtors, may commence
adversary proceedings or lawsuits in applicable statc or federal courts against persons or entities
to realize upon canses of action retained under the Plan. 11 the Trustee prosecutcs or, where
appropriale, settles and compromises any actions transferred to it, then, afier payment of all cosls
and legal fces, and after determination of the Trust’s intcrest in the net procceds of such
action(s), the Trust’s share of such net procceds of such action(s) shall be deposited and
administered by the Trustee pursuant to the provisions of the Confirmed Plan.

8.3.  Allrights, claims and causes of action, whether equitable or legal, of the
Estate, the Debtors, Debtors in Possession, and Trustee against all persons, trusts or cntities
arising under Chapter 5 of the Bankruptcy Code, under State or Federal law for the recovery of
avoidable fraudulent conveyances or other transfers shall be transferred to the Trustee on the
Confirmation Date. Following Confirmation, the Trustee, in the name of (the Dcbtors, may
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commence adversary proceedings against persons or entitics to realize upon any causes of action
transferred under the plan. 1f, in the best interests of the Estate, the Trustee prosccutes or, where
appropriate, settles and compromises, any actions reserved to it, then all available net procesds
(after the payment of all costs and legal fees and funding of the Priority Creditor Dividend Fund)
of such actions shall be deposited into Trust.

8.4. The Trustce, in the name of the Debtors, shall resolve the claims of all
creditors and intcrest holders.

5.  Any objection to a claim by a party in interest in the Reorganization Case
must be filed on or before sixty (60) days following the Confirmation Date unless said time
period is exlended by the Bankruptey Court for cause shown, provided, however, that the
foregoing limitation does not apply to any claims filed subsequent to Confirmation.

§.6.  Pursuani 1o § 347(b) of the Bankruptcy Code, ninety (90) days afler any
distribution by the Trustce, the Trustee shall stop payment on any such check remaining uwppaid
to a holder of an Allowed Claim and funds shall be retumed to the payor for use or
redistribution. From and after the date the Trustcc stops payment on any distribution check
pursuant to this paragraph, the holder of the claim on account of which such check was issued
shall be entitled to receive no further distributions on account of his claim and such holder's
Allowed Claim shall thereupon be deemed satisfied n full.

87.  The deadlinc for submission of all claims cntitled to priority pursuant to
§8 507¢a)(1), (a)(2) and (b) of the Bankruptcy Code incurred prior fo Confirmation, with the
cxception of fecs and cosls of Professional Persons and Post-confirmation Expenses shall be

thirty (30) days following Confirmation. Failure to f{ile a claim by this date shall conclusively
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bar the claimant from asserting its Claim, which Claim shall be forever barred from sharing in
the distributions under the Plan.

88.  Anynegotiable instrument held by the holder of an Allowed Claim shall
be deemed exchanged, paid, canceled, or satislicd, as the case may be, on the Effective Date.

8.9.  The Trustee, subject to the provisions of Article VI, shall distribute all
funds held in accordancc with the provisions of this Plan, with the exception of any funds that
arc determined to be properly part of the CT Properties.

8.10. From and afier the Confirmation Date, the unpaid balancc of any Secured
Claim shall bear simple intercst at the rates sct forth m this Plan, unless the Court establishes,
after noticc and a hearing, a different Plan Interest Rate with respect to that Secured Claim. The
holder of any Sceured Claim shall, within the same deadline and in the same manner ¢stablished
for ohjections to confirmation, file any objection it may have to the proposed interest raie,
identify the proposed alternative rate, and sct forth the facts and circumstances justifying such
rate. At any hearing the court may {ix the applicable Plan Inierest Rate so as to provide the
holder of any objecting claim holder with the present value of its claim within the meaning of 11
U.8.C. § 1129(b). Failure to objcct to the proposed interest rate shall be decmed to be consent

thereto.

ARTICLE IX - EXECUTORY CONTRACTS AND
UNEXPIRED LEASES

9. All executory contracts and unexpired leascs of the Debtor not assumed or
rejected by the Debtors or by the term of the Order of Confirmation, shall be rejected by the
Order of Confirmation. Any claim arising from the rejection of an executory contract shall be

Class 3(b) claim and any cntity holding a claim based upon the rejection of an executory contract

PLAN OF REORGANIZATION - 19 Cairncross & Hempelmann, P.S.
Law Offices
324 Second Avenue, Suite 3040
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or an unexpired lease pursuant to this Article must file a proof of claim with the Bankrupley
Court within 30 days after Confirmation. The failure of any such entity to file a proof o fclaim

within the specified time period will result in the disallowance of such claim.

ARTICLE X - SATISFACTION OF INDEBTEDNESS
AND INJUNCTION

10.  The distribution madc to the various Classes of creditors as provided for in this
Plan shall be full and complete satisfaction of their Allowed Claims. Unless otherwise Ordered
by the Court, confirmation shall operatc as a discharge of any and all debts and claims as defined
in Section 101(4) of the Bankruptey Code against the Debtors or Debtors in Possession that arosc
al any time prior to Confirmation. Except as expressly provided m the Plan, all holders of any
claim against the Debtors or Debtors in Possession shall be enjoined (pussuant to 11 U S.C
§1141) from collecting any claims or pursuing any cause of action against the Reorganized
Debtors, with respect to any claim or cause of action assertablc against the Debtors, Debtors in
Possession or Reorganized Debtors, Such injunction shall be effective as to each glaim,
regardless of whether or not (a) the claim was scheduled, (b) a proof of elaim was filed, (¢) the
claim is an Allowed Claim, or (d) the holder thercof voted to accept the Plan. In the event any
greditor procures from the Court  final order determining that such creditor's claim(s) is not
dischargeable, such credilor shall receive treatment of its claim as set forth in this Plan, but shall
otherwisc be enjoined [rom pursuing estatc assets or CT Properties, unless such creditor is a
beneficiary ol the C1' Propertics constructive trust. The foregoing limitation shall not prevent a
creditor holding a non-dischargeable claim from pursing other asscts of the Debtors’ that do not
constitute property of the estate, such as non-exempt post-petition personal earnings of the
Debtors.

PLAN OF REORGANIZATION - 20 Cairncross & Hempelmann, P.S.
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ARTICLE XI - MODIFICATIONS AND REQUEST
FOR CONFIRMATION OF THE PLAN

11, Pursuant (o the provisions of § 1127 of the Bankruptcy Codc and Bankruptcy
Rule 3019, the Creditor and/or the Debtor reserve the tight to modify or alter the provisions of
the Plan at any time prior or subsequent to Confirmation. Modilications may be requested by
either proponent, without the consent of the other proponent, and cach proponent reserves the
right to object to any modifications proposed by the other proponeni. Either proponent may
request confirmation of the proposed Plan in the event the other proponent fails to request
confirmation. The joint consent of both proponents 1s not nceded in order to request

confirmation of the Plan.

ARTICLE XII - RETENTION OF JURISDICTION BY
THE BANKRUPTCY COURT

12.  Notwithstanding Confirmation, until entry of the Closing Order, the Bankrupicy

Courl shall retain jurisdiction to cnsure that the purposcs and mtent of the Plan are carricd out.
Withoul limiting the generality ol the foregoing, the Court shall retain jurisdiction for the
following purposes:

12.1.  Examining any issue pertaining to the Trustee’s administration of the
Confirmed Plan;

12.2. Tixing and allowing a claim as a cost and expense of the admimistration of
the Reorganization Casc;

12.3. Reexamining any claim that has been allowed,

12.4. learing and determining any objection to a claim or ntercst, and
continuing to hear or consider any pending adversary proceeding, including claims objecting 10

PLAN QF REORGANIZATION - 21 Cairncross & llempelmann, P.5.
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the discharge of the Debtors. The failure of the Debtors or any other party in interest lo object
{o, ot to cxamine any claim or equity security intcrest for the purposc of voting, shall not be
deemed to be a waiver of the Debiors” or the Truslee’s right to object to, or re-cxamine any claim
or equity security interest in whole or in part;

12.5. Hearing and determining any action brought by the Trustee, Debtors or
Debtors in Possession secking to avoid the transfcr of an interest of the Debtors in property, or
any obligation incurred by the Debtors, that is avoidable pursuant to applicable law;

12.6. Hearing and determining all causes of aclion, controversies, disputes or
conflicls between or among the Debtors, any creditors, the Trustee and/or any other parly,
including those that were pending prior to Confirmation,

12.7. Hearing and determining all questions and disputes regarding title to the
property of the Debiors or the Estate, including hearing all issues pertaining to the determination
of whal propertics or assets should be included in the CT Properties constructive trust;

12.8. Correcting any defect, curing any omission, or reconciling any
inconsistency in the Plan or the Order of Confirmation as may be necessary to carry out the
purposc and intent of the Plan;

12.9. Hearing and determining any action brought by the Debtors or the Trustee
to protect (he Debtors and the Estate from actions of creditors, cquity security holders, or other
partics in interest;

12.10. Issuing any order necessary to implement the Plan or Order of
Confirmation, including, without limitation, such declaratory and injunctive orders as are
appropriate to protect the Trustee, Debtors, the Estate and the Reorganized Debtors from actions
of credilors, equity security holders, or other parties in mlerest;

PLAN OF REORGANIZATION - 22 Cairncross & Hempelmann, P.S.
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12.11. Hearing and determining any dispule relating to the terms or
implementation of the Plan or Order of Confirmation, or to the rights or obligations of any
partics in interesit with respect therelo;

12.12. The modilication of the Plan after Confirmation pursuant to the
Bankruptey Rules and the Bankruptey Code in accordance with Article XT above;

12.3. Llearing and being authorived to consider approval of any proposcd
settlement, including any proposed releasc of third party or parties;

12.14. Entering orders concluding and terminating the Reorgamization Case.

DATED this __ day of March, 2003,

By |
Fredenck A. Leaf, M.ID.

By
Frank L. Chapin, Deblor

By
Sydney L. Guticrrez-Chapin, Debtor
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Presented by:

WINSTON & CASHATT

Tamara W. Murock, ISB No. 53886
Maris Baltins, WSBA No. 09107

250 Northwest Boulevard, Suite 107A
Coeur d’Alcne, 1D 83814

Telephone: (208) 667-2103
Facsimile: (208) 765-2121

CATRNCROSS & HEMPELMANN, P.5.

John R. Rizzardi, WSBA No. 9388

Attorneys for Creditor Frederick A. Leaf, M.D.

Admitted Pro llac Vice

524 2™ Avenue, Suite 500
Sealtle, WA 98104
Telephone: (206) 254-4444
Facsimile: (206) 254-4544

ELSAESSER JARZABEK ANDERSON
MARKS ELLIOTT & McHUGH

Bruce A. Anderson, 18B No. 3392
1400 Northwood Center Court, Smte C
Coeur d'Alene, ID 83814

Telephone: (208) 667-2900
Facsimile: (208) 667-2150
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Debtors® Statement of Affairs, answer to gquestion 4(a)

DISCLOSURE STATEMENT - 33
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Nene

Nong

Nane

State the amount of income recelved by the debior other than from amployment, {rads,
profession, or operation of the deblor's business during the two years immediataly preceding the
commencemsnt of this case. Give particulars, If a Joint petition ls flled, state income for sach
spouse separately. {(Married debtors fling under chaptar 12 or chapter 13 must state incame for
each spouse whether or not a joint petition 18 filad, unless the spouses are separated and a Joint
patition is not filed,)

AMOUNT BCURGE FigCal YEAR PERIQD

3. Payments to creditors

g Listall payments on loans, instaliment purchases of goods or services, and other dabts,
aggragating more than $600 to any creditor, made wlthin 80 days immediately praceding the
commancerment of tnis case. (Married debtors fiting under ehapter 12 or chapter 13 must include
payments by aither or bath spauses whether or niot a loint petition Is filed, unless the apouses are
separated and a Joint petition is not filed.)

DATES OF AMOUNT AMOUNT
NAME AND ADDRESS OF CREDITOR PAYMENTS PAID STILL GWING
Art Bistline, Esq. January 2, 2002 -1,000.00 i N
P.0O. Box 1560
Coeur d'Alane, ID 83814
Blua Cross of |daho Health Insg, Monthly 1,163.10
Discover Card Jan. 1o, 2002 00,00 3,884.59
P.O. Box 30285 Feb. 10, 2002
Salt Lake Clty, UT 84130
Lewls Wilsan Janoary 01, 2002 14,000.00 -0-
Attarnay Al Law
1519 W. Broadway
Spokane, WA BO2MM
Swars Rosbuck Jan, 10, 2002 §00.00 2,963.48
P.O. Box 162148 Feb. 10, 2002

Calumbus, QH 43218

b. List all payments mada within ona year inmediately praceding the commencamant of thia case
to o for the henafit of creditars wha are or were insidars. (Married debtors filing uncer chapter 12
or chapter 13 must include payments by either or both spouses whethat ar rot a joint petition is
filed, uniess the spouses are separated and a {mint petitlon Is nat filed.)

NAME AND ADDRESS OF CREDITCR DATES OF AMOUNT
AND RELATIONSHIP TO DEBTOR PAYMENTS ANMQUNT PAID STILL OWING
Financial Management Sve,, Inc. May 24, 2001 18,000.00

.0, Box 781

Sandpaint, ID B384
intarast in Corporation

Frank L. Chapin, P.A. 01703102 1,600.,00
P.0O.Box 781
Sandpoint, I 33864

interest in Corperation

5 and F, Inc. Feb, 13, 2002 4,750.,00
2872 Haodao Mountian Rd
Priest River, [0 83856

Interest in Corporation

4. Sults and admin!strative proceedings, exscutions, garnishments and attachments

a. List =l suits and administrative procesdings to which the deblor is arwas 8 party withirl ana year
immedistely preceding the fiing of this bankruptcy case. (Married dablors filing under chapter 12 or EXHIBIT
chapter 13 must includa Information conceming githar ar both apouses whether or not 2 jaint petition !

filed, unless the spouses are separated and a Joint petiicn is not fiiad.) o




CAPTION OF BUIT COLAT OR AGENCY STATUS OR
AND CASE NUMBER MATURE OF PROCEEDING AND LOCATION DISPOSITION
Intarnal Revenua Commission v. Employment Taxes United States Tax Court Pending
Financial Management Services, Washingtun, 0.C.
ine.

138A2-98 Employmant
Sydney L. Gutlerrez v&. Tax Appeal Unied States Tax Court Panding
Commissianer Internal Rovenue Washlngton, D.C.

17596-99, 5417-01

Financlal Managemant Services, Tax Appuoal Uniled Statas Tax Court Pending
[ne. va. GCommisslonar Intarnal Washington, D.C.
Ravenua

5416-01
Estate of Christina Leaf Frobate Superlor Court Pending

g5-4-00617-5 State of Washingtan

County of 8pokane

Financial Managament Services, Tax Appeal United Statea Tax Court Pending
Ine. vs. Commissioner [nternal Washington, P.C.
Revenua

17600-99
frank L. Chapin & Sydney L. ve. Tax Appesl United States Tax Court Panding
Commlasloner Intermal Revenue Washingten, D.GC.

1759999
Frank L. Chapin, P.A. v=. Tax Appeal United States Tax Court Panding
Commissioner intemnal Ravenua Washingtor, D.C.

17548-99, 5419-01

Frank L. Chapin vs. Tax Appeal Unlted States Tax Court Panding
Commigsianar Intemal Revenue Washingten, D.C,
17537-89, 541801

Internzl Revenue Gommisslon v. Employment Taxas Unitad States Tax Gourt Panding
Frank L. Chapln, P.A. Washingten, D.C.

13803-88 Employment
Amerlcan Lutheran Church, et af Clvil Litigation Suparior Court Panding
vs, Frank Chanin and Fradarick Stats of Washington
A. Leaf personiily and as County of Spakane

co-peraonal reprasantatives in
the Estate of Christina Leaf

n1-2-08413-9
Hoodoo Mountaln Ranchetio Tax Appeal United States Tax Court Pending
VE. Washingten D.C.
Commisslener Internal Revenue

207499

b. Describe all property that has been attached, garnlshed or seizad under any lagal or equitable
process within one year immediately preceding the commencement of this case. (Marrled debtors
filing undar chapter 12 or chapter 13 must [relude Infarmation concerning property of either of bath
spoysag whether ornota Joint petition is fited, Lmiess the spouses are separated and & joint
petition s not filed.)

Mame
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EXHIBIT F

Order Approving Disclosure Statement
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John R. Rizzardi, WSBA No. 9388 The Honorable Terry L. Mycrs
Admitted Pro Hae Vice

Caimcross & Hempelmann, P.S.

524 Second Avenue, Suite 500

Seattle, WA 98104-2323

Telephone: (206) 587-0700

Facsimile: (206) 587-2308

Tamara W. Murock, ISB No. 5886
Maris Baltins WSBA No. 09107
Winston & Cashatl

250 Northwest Boulevard, Suite 107A
Coeur d’Alene, ID 83814

Telephone: (208} 667-2103
Facsimile: (208) 765-2121

Bruce A. Anderson, ISB No. 3392

Elsaesser Jarzabek Anderson Marks Clliott & McHugh
1400 Northwood Center Court, Suite C

Cocur d’Alene, 11D 83814

Tclephone: (208) 667-2900

Facsimile: (208) 667-2150

UNITED STATES BANKRUPTCY COURT FOR T1IE

DISTRICT OF IDAHO

In re:
NO. 02-20218

FRANK L. CHAPIN &

SYDNEY L. GUTIERREZ-CHATPIN, ORDER APPROVING JOINT DISCLOSURE
STATEMENT AND SETTING HEARING ON

Deblors. CONFIRMATION OF PLAN OF

REORGANIZATION

THIS maller came before the Court at a hearing held on February 20, 2003, upon the
request of Frederick A. Leaf, M.D. (“Leal} and the Debtor (the “Proponents™) for approval of

the jointly submitted Disclosure Statement for Plan of Reorgamization (the “Disclosure

ORDER APPROVING JOINT DISCLOSURE Cairncross & Hempelmann, P.S.
STATEMENT AND SETTING HEARING ON Law Offices .

- n ) i 324 Second Avenua, Nuite 500
CONFIRMATION OF PLAN - 1 Seattle, Washington ¥8704-2323

Phane: 206-587-0700 « Fax: 200-387-2308
IN0134416 DOic 3L
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Statement™). The Court, having reviewced the files and records herein, and deeming itself fully
advised, finds and concludes as follows:

A. The Disclosure Statement, filed on January 3, 2003, and dated March 6, 2003,
contains information of a kind, and in sufficient dctail, as far as is reasonably praclicable under

the circumstances, that would enable a hypothetical reasonable investor to make an informed

judgment about the Plan of Reorgamzation;

B. The Disclosure Statement otherwise complics with applicable provisions of the
Bankruptcy Code and the Federal Rules of Bankruptey Procedure; and

C. The Court has becn advised that the Debtors have withdrawn their objection and
have joined in the Disclosure Statement.

Now, therefore, based on the foregoing, il 1s hereby

ORDERED AS FOLLOWS:

1. The Disclosure Statement is approved and the Proponents may now solicit
acceptances or rejections of the Debior’s Plan of Reorganization (*Plan”) pursuant to 11 U.S.C.

§ 1125.

2. On or before . , the Proponents shall cause (o be placed in

the mail to all creditors and other parties in inierest indicated on the official mailing malrix
maintained by the Clerk of the Court a copy of the Plan and the Disclosure Statement, along with

a ballot on which creditors may indicale acceptance or rejection of the Plan.

3. All aceeptances or rejections of the Plan must be in writing and must be received
by counsel for Leaf on or before 52003 at 5:00 p.m.

4, Any objections to confirmation of the Plan shall be in writing, filed with this
Courl, and scrved on counsel for all Proponents no later than B , 2003 at 5:00 p.m.
ORDER APPROVING JOINT DISCLOSUERE Cuirncross & Hempelmann, P.S.
STATEMENT AND SETTING HEARING ON Lt OIS o Suite 500
CONFIRMATION OF PLAN - 2 :‘E‘ee::rrle-. Wush.iﬂgmul 9&:’ 14-2323

Nhone: 26-3K7-0700 « Fox: 200-587-2308
10013441 6.1007:33
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5. The Proponents shall file a pre-confirmation report with the Court on
, 2003.
0. A hearing shall be held commencing on ,2003at . am,m

Courtroom ___ of the Uniled States Bankruptey Court located al Federal Building, 205 N. 4"

Street, 2™ Floor, Coenr d’Alene, Idaho for this Court's consideration of confirmation of the

Proponents’ Plan and any objections thercto which have been timely filed pursuant to the terms

of this Order.

DATED this __ day of March, 2003.

CAIRNCROSS & HEMPELMANN, PS

John R. Rizzardi, WSBA No. 9388
Admilted Pro Hac Vice

WINSTON & CASHATT

Tamara W, Murack, ISB No. 5886
Maris Baltins WSBA No. 09107

FELSAESSER JARZABEK ANDERSON
MARKS ELLIOTT & McHUGH

Bruce A, Anderson, [SB No. 3392

Atlomneys for Frederick A. Teal, M.D.

ORDER APPROVING JOINT DISCLOSURE
STATEMENT AND SETTING HEARING ON
CONFIRMATION OF PILAN -3

100134416, 01

Terry L. Myers
U.S. Bankrupley Court Judge

Cairncross & Hempelmann, P.S.
Law Offices

524 Second Avenue, Suile 500

Seartle, Washington $8104-2323

Phonre: 206-387-0700 « Fax: 206-587-2308
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EXHIBIT G

Plan proponent Leaf alleges that the following assets, both the physical assets and the Debtor’s
interest in such asscts, should be properly includable in the assets of the C1' Properties
constructive trust proposed under the Plan of Reorganization. Leaf reserves the right to assert
that additional assets are includable in the constructive trust. The Deblors make no
representations at this time as lo what properties, if any, should be designated as CT Properties.
The Debtors and all other parties are fully reserving all rights with regards to these allegations,
and as of the date of approval of this Disclosure Statement, there have been no agreements, or
court orders, altering the ownership or aficeting the title to these properties. All valucs are based
on estimates provided by the Debtor:

Property Nameg

(Glabb Ranch

Jachetta

Tinden

ITome Place (2 parccls)

Dunromin

319 Church Street

Sandpoint, ID

House Properly

Notes:

Valucs Owner

Gross: $225,000 S and F Properties
Net of liens: O

Gross: $40,000 8 and F Properties
Net: $35,000

(iross: $60,000 S and F Properties
Net: 0

Gross: $75,000 S and F Properties
Net: 0

Gross: $100,000 S and F Properties
Net: $95,000

Gross: $125,000 HooDoo Mountain Ranchette
Net: $110,000 Irrevocable Trust
Gross: $160,000 Debior

Net: $125,000

1. All net values assume that obligations to FMS, a related entity, are nullified and extingwished.

DISCLOSURE STATEMENT - 35
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2. No allowancc for homestead is set forth as to the House Property.

3. Net values do assume payments of applicable real cstate taxes and costs of sale, payment of
underlying licns, except any lien of FMS, but do not assume payment of liens owed, 1f any, to the
Iniernal Revenuc Scrvice.

4. All of the real properties are located in Bonner County, [daho.

DISCLOSURE STATEMENT - 36 Cairncross & Hempelmann, P.S.
Law (Mficas
324 Second Avenue, Suite 34
Seattle, Washinglon QY 04-2323F
Phone: 206-387-G700 « Fox: 206-387-2308
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i DISCLOSURE STATEMENT
2 for
3 Frank L. Chapin and Sydney L. Gutierrez-Chapin
4 INFORMATION CONCERNING THE DEBTOR AND THE
PROPOSED PLAN OF REORGANIZATION
b}
f
7 Debtor in Chapter 11 Case
No. 02-20218
§ in the United States Bankruptcy Court for the
9 District of Idaho
March 6, 2003
10
1 CAIRNCROSS & HEMPELMANN, P.S.
12 524 Second Avenue, Suilc 500
Seattle, Washington 98104-2323
13 {206) 587-0700
John R. Rizzardi
{4 Attomeys for Frederick A Leaf, M.D., I’lan Joinl Proponent
Admiticd Pro Hac Vige
15
WINSTON & CASHATT
16 230 Northwest Boulevard, Saite 107A
Cocur d"Alene, ID 83814
17 (208) 667-2103
) Tamara W. Murock
18 Maris Baltins
10 Attomeys for Fredenick A, Teat, MDD, Plan Joint Proponent
20 BLSARSSER JARZABEK ANDERSON MARKS ELLIOTT & MCHUGH
B 1400 Northwood Center Court, Suite C
2] Coeur d'Alene, TD 83814
(208) 667-2900
22 Bruce A. Anderson, ISB No, 3392
Attorncys for the Debtar, Plan Joint Proponent
23
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Law Offices
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Seattle, Washington 981014-2323
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OF CLAIMS IS AUTHORIZED BY THAT ORDER.

THIS DISCL.OSURE STATEMENT HAS BEEN APPROVED AS CONTAINING
ADEQUATE INFORMATION CONCERNING THE DEBTORS AND TIIE PLAN OF
REORGANIZATION BY AN ORDER OF THE UNITED STATES BANKRUPTCY
COURT ENTERED ON MARCIH 6, 2003, AND ITS DISTRIBUTION TO THE HOLDERS

DISCLOSURE STATEMENT -1
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