$TEPHEN B. McCREA

Attorney at Law

P.Q.Box 1501

608 Northwest Blvd., Suite 101

Coeur d'Alene, 1D 83814

(208) 666-2594 | FAX (208) 664-4370
email: shmeerea@adelphia.net

ldaho State Bar No. 1654

Attorney for Creditor, Leaf
IN THE UNITED STATES BANKRUPTCY COURT
FOR TIE DISTRICT OF TDAHO

IN THE MATTER OF:
CASENOQ. 02-20218
Frank Chapin & Sydney Gutierrez Chapin,
OBJECTION TO SALE
Debtors.

SN DN S S i

STEPHEN B. McCREA, attorney for creditors, Frederick Leaf: The Estate of Christina Leaf;
and 9 Beneficiaries of the Estate of Christina Teaf, hereby objects to {hc sale proposed in the Notice
of Sale By Trustee dated April 20, 2004, on the grounds and for the reason that creditor, Leaf,
comtends that the property being sold is not propetly considered property of the bankruptcy estate,
that it should be imposed with a constructive trust for the benefit of the beneficiaries of the Leal
Estatc and the Leal Estate itself, -

Creditors believe that such property should be held for the bene (it of the heirs of the Hstate
of Christina Leaf whose funds were invested in such property. Sce the attached copy of the Affidavit
of Paul M. Fruci, CPA.

DATED this / & day of May, 2004,

S0

STEPHEN B"McCREA
Attorney for Creditors, Leaf

ORJECTION TO SALE: PAGE




CERTIFICATE OF TRANSMITTAL:

L hereby certily that on this L (' day of May, 2004, a true and correct copy of the forcgomg
document was mailed by first class mail, postage prepaid, to:

H. James Magnuson

Attorney at Law

PO Box 2288

Coeur d’ Alene 1 83816-2288

U.S. Trustee .
304 N. 8th, Room 347
Boise ID 83702

(. Barry Zimmermian

Chapter 13 Trostee

PO Box 1240

Coeur d'Alene ID 83816-1240

Frank L. Chapin

Sydney Gutierrez Chapin
PO Box 781

Sandpoint ID 83864

LIEN B. McCREA

OBJECTION TO SALE: PAGE 2
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TAMARA W, MUROCK

BRIAN T. McGINN

WINSTON & CASHATT .
250 Northwest Boulevard. Suite 107A
Coeur d’Alene, [daho 83814 -
Telephone: (208) 667-2103

Attorneys for Plaintiff

IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT OF THE STATE
OF IDAHO, IN AND FOR THE COUNTY OF BONNER

FREDRICK A. LEAF,

Plaintiff, Case No. CV-02-01655

Vs, AFFIDAVIT OF PAUL M. FRUCI
FINANCIAL MANAGAMENT SERVICES,
INC., an Idaho corporation; S and F, LLC, an
Jdaho lirnited liability company; FRANK L.
CHAPIN, P.A., an Idaho professional
association; and HOODOO MOUNTAIN
RANCHETTE TRUST, an Idaho irrevocable
trust,

vavvvvvvvvuvu\_f

Defendants.

STATE OF WASHINGTON )
: 88
County of Spokane )

PAUL M. FRUCI, being first duly sworn on cath, deposes and says that:

AFFIDAVIT OF PAUL M, FRUCI

PAGE 1 Law BFFICES OF
Pindiiorn & Castba

250 NORTHWEST BLYD., BUITE 107A
COELR D'ALENE, IDARG B3a14
(208} 667-2103
FA¥ (208) 785-2121
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1. | 1 am a Certified Public Accountant, licensed to practice in the State of Washington. I
make this Affidavit upon personal knowledge and am competent to testify thereto.

2. Since October of 2002, I have been employed by Frederick A. Leaf, M.D. to provide
accounting analysis with respect to the financial interrelationships between the above-named defendants,
to-wit, Financial Management Services, Inc. (hereinafter, “FMS, Inc.”™), S and F, LLC, Frank L. Chapin,
P.A., and HoooDoo Mountain Ranchette Trust.

3. As part of my analysis, I reviewed the following documents:

a. The General Ledger for FMS, Inc. for years 1994 through 2001;
b; Deposits and Check, Funds Flow;
c. Inventory of Estate of Christina Leaf 1993;
d. Recap of GL Funds payable to Leaf Account;
g. Hoodoo Mountain Ranchette Trust Retumns;
f. 8 and F, LLC Retums;
g. 1997-2001 print outs of account 4480 “Control Frank L. Chapin PA”;
h. S and F, LLC Balance Sheets for years 1999 through 2001,
1. Monthly Statement for Estate of Christina Leaf account held at Panhandle State '

Bank for September and October, 1996; and

j- March 1997 Monﬂ;ljr Statement for Financial Management Services, In¢. account
at Panhandle State Bank.

4. In the General Ledgers of FMS, Inc., I found that the funds in the amount of $748.809.14

were received from the liquidation of Christina Leaf’s New York Life Insurance Company (hereinafter

AFFIDAVIT OF PAUL M. FRUCI
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“New York Life”) annuity and initially deposited into the Estate of Christina Leaf account at Panhandle
State Bank on Septemnber 30, 1996.

5. On Qctober 4, 1996, funds in the amount of $748,809.14 were withdrawn from the Estate
of Christina Leaf account and deposited into an account held by FMS, Inc. at Panhandle State Bank.

g. The funds were immediately withdrawn from the FMS, Inc, account and deposited into
another New York Life annuity.

7. Proceeds generated from this New York Life annuity were paid to FMS, Inc.

8. In my opinion, the monies belonging to the Estate of Christina Leaf which were
deposited into the FMS, Inc. accounts were used to fund operations of 8§ and F, LLC an entity created to
hold certain properties acquired by FMS, Inc. Examples of such direct payments from FMS, Inc. to S
and F, LLC can be identified in the General Ledgers of FMS, Inc. One example includes a check
written QOctober 15, 1998 from FMS, Inc. to S and F, LLC in the amount of $107,011.14. Another
example is a check written November 3, 1999 from FMS, Inc. to 8 and F, LLC in the amount of
$4,300.00.

9. In my opinion, the monies belonging to the Estate of Christina Leaf which were
deposited into the FMS, Inc, accounts, were directly used to fund the acquisition of certain properties by '
FMS, Inc. and support the conduct of the operations of such properties. These properties, which were
later transferred to and are presently owned by defendant $ and ¥, LL.C, include those parcels of real
property commonly known as: (1) Linden Property; (2) Dunromin Property; (3) Glabb Ranch Property;
(4) Home Place; and (5) Jachetta Property.

10. Based upon the FMS, Inc. General Ledgers, the following types of transactions are

illustrative of the financial relationship between FMS, Inc. and the properties held by S and F, LLC:

AFFIDAVIT OF PAUL M. FRUCI
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a. Linden Property. From 1996 through 2001, FMS, Inc. made direct payments for
the Linden Property expenses, including mortgage, repairs and maintenance, real ¢state taxes
legal fees, accounts receivable and utilities.

b. Dunromin Property. In 2000, FMS, Inc. made direct payments for repairs and

maintenance on the Dunromin Property.

c. Glabb Ranch Propertv. From 1996 through 2001, the FMS, Inc. made direct

payments for the Glabb Ranch Property expenses, including mortgage, advertising, outside
services, repairs and maintenance, real estate taxes, legal fees and utilities,

d. Home Place Properties. From 1996 through 2001, FMS, Inc. made direct

payments for the Home Place Property expenses, including insurance, outside services, repairs
and maintenance, real estate taxes, snowplow and utilities.

e. Jachetta Property. From 1996 through 2000, FMS, Inc. made direct payments for

the Jachetta Property expenses, including mortgage, professional fees, repairs and maintenance,

real estate taxes, legal fees and utilities.

11.  In my opinion, the monies belonging to the Estate of Christina Leaf which were
deposited in the FMS, Inc. account were also used to conduct and support the operations involviag
property located at 319 Church Street, Sandpoint, ID 83864, owned by defendant Hoodoo Mountain
Ranchette Trust,

12.  Based upon the FMS, Inc. General Ledgers, from 1997 through 1999, FM3, Inc. used
monies belonging to the Estate of Christina Leaf to pay the rent expenses associated with the property

held by Hoodoo Mountain Ranchette Trust.
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13.  Attached hereto as Exhibit “A” is a true and correct copy of such illustrative direct
payments from FMS, Inc. for the benefit of the properties held by § and F, LLC and Hoodoo Mountain
Ranchette Trust.

14.  In addition, On August 4, 2003, I was provided with a copy of the Order Granting Partial
Summary Judgment Against Frederick A, Leaf, M.D,, filed Aprl 22, 2003 in the case of American
Lutheran Church, et al. v. Frank L. Chapin and Frederick A. Leaf, No. 01-206413-9. A true and correct
copy of the Order Granting Partial Summary Judgment Against Fredenck A. Leaf, M.D. is attached
hereto as Exhibit “B”.

15.  Given the judgment amount of $915,689.07, the amount of post-judgment interest of
12%, limited to the per diem rate of $185.11 from March 22, 2002 to August 7, 2003 is $92,740.11. The
total due on the Court’s Order Granting Partial Summary Judgment Against Frederick A. Leaf, M.D., is
therefore $1,008,429.18 as of August 7, 2003.

DATED this /% day of August, 2003.

PAUL M. FRUCIC

SUBSCRIBED and SWORN TOQ before me this ! f f{\" day of August, 2003.
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Laaf Caxe
All Transactions for properties listad (1996-2007)
DR GR
Linden
1996  Mortg Payable 8029.80
Repaks and Maintenance ‘ 26022
Taxes on RE BOR.06 ) .
- g936.03 0.00
1997  Funds Payable TI6O.65
Mortgage Payable BBG.15
Rents Received 735.00
Taxes on RE 36315
§392.85 735.00
1898  Funds Payable - 7360.55
Reants Received 125.00
Taxes on RE 234 08
Utilities Expanse 115.41
7700.12 125.00
1999  Funds Payable 2007 45
Martage Payable B614.95 200745
. 10622.40 2007.45
2000  Accounts Payable A346.73 669,15
Mortgage Payable 334575
Legsl Fems 325.37
7016.87 669,18
2001 Funds Payable 760.15
Escrow Fees 24,00
793.15 0.00
[ Yol 43521.57 3536.60 1
Jachetta
1996  Mtg Payabis (ascrow) - 120.28
Rents Rovd 420.00
Insuranca-Home place 274.00 = Only ohé payment to this mongage account
Irterast Expense 162.02 was |abefed Jachatta, but probatly all
Professional Fees 20.00 paymants an mortgage are Jachett,
ATE.30 420.00 Totpls w all pavments:
1887  Morgage Payable b 282.30 1998 §7,5580.85 1998 $2887.92
Utilites Expense 3754 1897 §27582.00 1848 187610
320.24 D.00
{888  Account Payabla 4063.40
Mortgage Payabla e 282,30
Rents Recaivad 150.00
Ufilities G4 B8
346.96 4213.40
1999  Accounts Payable 5000.00
Mortgaga Payable b _ 28230
Rents received i 720,00
Litlities Expenge 20,30
5302.60 720.00
2000 Legal Fees 463.00
Repalrs and Maint 251.85
Litllities 447.31
1162.26 0.00
L Total 77U8.36 Saud.al {

EXHIBIT
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Glabk
19968  Mortg Payable 36000.00
Rents Recaivad 3977.00
Advertising 16.00
Repalrs and Maintenance 140.08
Repalrs and Maintenance 1133297
Taxas an RE 122255
Utilities Expense 1346.30
SDDAT.80 3977.00
1997  Funds Payabla- Slabb Ranch 2000.00
Morigage Payable 33000.00
Rents Raceived 3803.77
Quiside Sanicms 380.00
Repealrs and Maintenance 2802.00
Taxes on RE 1404 02
Utliitaz Expense 2158.83
30954405 5503.77
1988  Frepaid Rent 400.00
Funds Payabie 3000.00
Mortgage Fayeble 45000.00
Rents Recaived 1430.87
Advertising 29.00
Repairs and malntenance 496.70
Utilities 1057.57
40583.07 1830.87
1998  Fundg Faysble 9000.00
Mortgage Payable 27000.00
Rents Recaived 260.00
Repairs and Malntenance 264698
Utilities 1401.08
40048.06 260,00
2000 Mortgage Payable 6000.00
Rents Received 550.00
Legal Fags 503.74
Repalrs and maintenance 133,80
Snowplow Expense 8000
Vtilites 1858.07 87.70
B575.21 87.70
2001  Funds Fayabla 39000.00
38000.00 0.00
| Total 226809.29 11659.34
Home Flace
1996  Rasapairs and Maintensncs 16.78
Taxes on RE 593.16
Utilities Expense 640,05
1997  Insurance 277.00
Outzide Services 50.00
Taxes on RE 308.21
Utilites Expanse 290.05
217526 0.00
1998  Utilites 168,15
' 168,15 0,00
1999  Utilities 273.44
273.44 0.00
2000  Snowpiow expense A0.00
Utilities 189.17
23917 .00
| Total 265602 4.00




Hoodoo Mtn Ranch
1887  Control 850.24
Rant Expenge ~4400.00
£250.34 D.00
1998  Fee Income-Monthly 3JE0.00
Rent Expansa 4800.00
4B00.00 360.00
1988  Control 1000.00
Accounting Feas . 400.00
Rant Expenze 4385.50 1200.00
£295,50 1200.00
I Toml 15333, 84 1560.00 ]
Dunromin 2000  Repairs ard Maint 70.00
70.00 0.00
[ Total 70.00 ) |

~= There ars several entries for S & F LLC. Two examples ars 10-15-98, check #1216 for $107,041.14;
and 11-3-89 check #50& for 54,300.00.




SUPERIOR COURT, STATE QF WASH

AMERICAN LUTHERAN CHURCH, JERILYN

A KLUNGTVEDT, JOHN C. WAGNER,
DANIEL C. WAGNER,
KAREN SAXQWSKY, DONALD WAGNER,
LINDA WAGNER, and JERILYN BIEREMA,
AND PLAINTIFF INTERVENOR, THE
FOUNDATION FOR DEACONESS AND
VALLEY HEALTHCARE,

Plaintiffs,
Vs,

FRANK L. CHAPIN, Individually and as Co-

Personal Representative of the Estate of Christina

Leaf, and FREDERICK A. LEAF, individually,
and as Co-Personal Representative of the Estate

LYNETTE J. BREKKE,

FILED ®

APR 23 2002

THOMAS R FA
SPORAKE COUNTS O ERK

NGTON, COUNTY OF SPOKANE

)
) No. 012084139

)

) ORDER GRANTING PARTIAL
) SUMMARY JUDGMENT

) AGAINST FREDERICK A.

) LEAF, M.D.

of Christina Leat, O SUMMARY
HO JUDG
Defendants, REW 464030
FREDERICK A. LEAF,
Third Party Plaintiff,
V.
JOHN MURRAY AND HIS MARITAL

COMMUNITY; and ROBERT E.
KOVACEVICH AND HIS MARITAL
COMMUNITY,

Third Party Defendants.

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

)

ORDER. GRANTING PARTIAL SUMMARY
JUDGMENT AGAINST FREDERICK A
LEAF, MD- 1

PAINE, HAMBLEN, COFFI¥, BROOKE & MILLER LLP
GUE AVENUE, SUTTE (20

SERA A
SPOKANE, WASHINGTON 99201.350 FHONE (509) 4556000

EXHIBIT R
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™ TS MATTER came Q@prbeatingon M 22, AWE,UL:W“—F&J'{

1 Summary Judgment against Fredecick A, Leaf, M.D. The Coutt heard oral argument of William 3.

Sehroeder for the Plzintiffs, and Mans Baltins for the Defendant. The Court considered the

. Plaintiffs’ Motion for Partial Summary Judgment re Defendants Chapin
and Leaf, :

Plaintiffs’ Memorandum in Support of Motion for Partial Summary

i
2
3
4
g | pleadings on file herein and:
&
4
8
9 Judgment re Defendants Chapin and Leaf;

10 . Declaration of Laura D. MeAloon in support of Plaintiffs’ Motion for
Partial Summery Judgment re Defendants Chapin and Lesf and all
i1 attachments thereto;
|1
2 . Plaintiff The Foundation for Deaconess and Valley Healthcare's Notice
13 . of Joinder in Plaintiffs’ Motion for Partial Summary Judgment 1€
14 Defendants Chapin and Leaf;
15 . Plaintiffs’ Supplemental Declaration of Laura D. MeAloon in Support of
Plaintiffc’ Motions for Partial Summary Judgment re Defendants Chapin
16 and Leaf and Re Third-Party Defendant Kovacevich and all attachments
therefo;
17
18 . Defendant Frederick A. Leal’s Response to Plainfis’ Motion for Partial
19 Summary Judgment £¢ Defendants Chapin and Leaf;
I+ 1 P Affidavit of Fredesick A, Leaf, M.D. in Support of Response to Plaintiffs;
"M&ﬁSﬁf&ﬂf&ﬂ'Summzx}*}ﬁdgnmtchfmdanmChﬂpi.uandl.c&aiané-. [ B
21 g1l attachments thereto;
22 :
. AﬁidaﬁtofMaﬁsBaltinsinSupportachspomto Plaintiffs’ Motion for
23 Partial Summary Judgment 1¢ Defendants Chapin and Leaf and all
24 attachments thereto;
25 - Plaintiffs’ Reply to Fmdaicmmfsmpommpmuﬁffs' Motion for Partial
Summary Judgmen§
26
27 - Seeond Supplemental Declaration of Laurz D. McAloon in support of
Plainti{fs' Motion for Partial Summary Judgment e Defendants Chapin
28 and Leaf and all attachments thereto; -
ORDER GRANTING PARTIAL SUMMARY BAINE, HAMBLEN, COFFIN, BROCKE & MILLER LLP
nm}(?ﬁ-r AGAINST FREDERICK A 717 WEST SERAGUE AVENUE, SUTTE 12X

-2 swawnswmmﬁ PHONE (509) 4556000

-
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. Defendant Fn A. Leaf's upple toutifls! i

Motion for Partte. Summary Judgment re Defendants{ 1 and Leaf;

. Affidavit of Maris. Baltins in Support of Supplemental Response to
Plaintiffs' Motion for Partial Summary Judgment and all attachments
thereto; and

. The pleadings filed in Spokane County Superior Coutt Probate Cause No.
96-4-00617-5. '

THE COURT FINDS:

Partial summary judgment should be granted in favor of Plaintiffs in the principal amount
of §563,054.52, plus pre-judgment interest through March 22, 2002 of $352,634.55, for 2 total
partial summary judgment amount of §915,689.07. Post] udgment interest at the per diem rate
of §185.11 should continue to aCeTlie from March 22,2002, until payment of the partial swamary
judgment amourtt has been made i full, therefore,

IT IS HEREBY ORDERED, ADTUDGED AND DECREED:

1. That partial surnmary judgment in the amount of $515 ,68§.07 is hereby entered
against Defendant, Frederick A. Leafi and

2. That post-judgment interest of 12% in the pet diem rate of $185.11 shall accTue

from March 22, 2002, unti payment of the judgment is made in full.
DATED this 25"z of Apci, 2002.

MW

- TODGE NEAL Q. RIELLY

ORDER, GRANTING PARTIAL SUMMARY PAINE, HAMBLEN, COFFIN, BROOKE & MILLER LLP
IUDCRA}?F‘AGAMTFREJEIGCA 717 WEST SPRAQUE & SULTE 1200

3 SPOKANE, WASHMNGTON 99201-3505 PHONE (509) AS5-5000
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Presented by:

PAINE, HAMBLEN, COFFIN,
BROOKE & MILLER LLP

1
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William J. Scfiroeder, WSBA 7942

Attarneys for Plaintiffs American Lutheran

Church, Jerilyn A. Klungtvedt, John C. Wagner,

Daniel C. Wagner, Lynette 1. Brekke, Karen Saxowsky,
Danald Wagner, Linda Wagner and

Jeryln Bierema

APPROVED AS TO FORM AND NOTICE
11 | O PRESENTMENT WAILVED:

12 STION &
13
14 i By'. :

i #9107

T

156 mﬂﬁﬂtﬁgﬁg ot f)cfe t Frederick A. Leaf, M.D.
171
18 |
19 §
20 1
21 §
2|
235
24 | '
25
26
27
23
LEAF, MD.-4 SPOKANE, WASHMMGTON §9201-3505 PHONE (509) 45546000
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SPOKANE COUNTY GLEHK

[ hereby certify that on this day of April, 2002, I causeu to be served a true and
correct copy of the foregoing ORDER GRANTING PARTIAL SUMMARY JUDGMENT

AGAINST FREDERICK A. LEAF, M.D., by the method indicated betow and addressed as
follows:

Joseph P. Detay : D. Michael Reilly

Delay, Curran, Thempson, Pontarolo & Timothy J. Graham

Walker, P.S. Lane Powell Spears Lubersky LLT

601 West Main, Suite 1212 1420 Fifth Avenue, Suite 4 100

Spokane, Washinglon 99202-0684 Geattle, Washington 98101-2338
U.S. MAIL U.s. MAIL
DELIVERED DELIVERED
OVERNIGHT MAIL OVERNIGHT MAIL
TELECOPY (FACSIMILE) TELECOPY (FACSIMILE)

Lewis M. Wilson John P. Murmmay

1519 West Broadway 3405 South Altarnont Street

Spakane, Washington 95201 Spokane, Washington 992234637

- U.S. MATL ' e US. MAIL

- DELIVERED e DELIVERED
CVERNIGHT MAIL OVERNIGHT MAIL
TELECOPY (FACSIMILE) TELECOPY (FACSIMILE)

James V. O'Conner Michael H. Chusch

O'Conner Law Corporation P.5. Stamper, Rubens, Stocker & Smith, P.S.

2349 Yale Avenue East, Suite 1 750 West Boone, Suite 200

Seattle, Washington $8102-3336 Spokane, Weshington 992012560
U.5. MAIL — U8, MATL

—_— DELIVERED DELIVERED
QVERNIGHT MAIL OVERNIGHT MAIL

— TELECOPY (FACSIMILE) — TELECOPY (FACSIMILE)

Maris Balfins

Tamars W. Murack

Winston & Cashatt

601 West Riverside Avenue, Suite 1900
Spokene, Washington 99201

U.5. MAIL

DELIVERED
OVERNIGHT MAIL
TELRCOPY (FACSIMILE)

§

Marsha A. Ungricht

VAot I | AU Mplesd 0T FTH WTD

ORDER GRANTING PARTIAL SUMMARY PAINE, HAMBLEN, COFFIN, BROCKE & MILLER LLP
JUDGMENT AGAINST FREDERICK A 717 WEST SPRAGUE AVENUE, SUITE (X
LEAF, M.D.-5 SPOKANE, WASHINGTON 99201-3533 BHONE (509) 455-6000




