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l.
INTRODUCTION

On May 16, 2016 (thePetition Dat€’), Epicenter Partners, LLC Epicenter’) and
Gray Meyer Fannin, LLC GMF"), debtors and debtors-in-possession (collectivéDebtors’
or “Plan Proponents), filed petitions for relief (the Petition”) under Title 11, Chapter 11 o
the United States Code (thBdnkruptcy Code”) with the United States Bankruptcy Court fg
the District of Arizona (theBankruptcy Court”) commencing the above-captioned Chapter
case (theChapter 11 Casé).

The Debtors have prepared this Disclosure Statemestnnection with th&€hapter 11
Plan of Reorganization for Epicenter Partners LL@daGray Meyer Fannin LLC as of Augu
12, 2016[Dkt. No. 87] (as may be amended, modified, orpdaimented, thePlan”) filed on
August 12, 2016. All capitalized, undefined ternesein shall have the meanings ascribed in
Plan.

The Exhibits to this Disclosure Statement inclugethe Appendix are incorporated intg
and are a part of, this Disclosure Statement. Hlae is attached hereto Bghibit “1.” Any

interested party desiring further information slibcbntact:

Stinson Leonard Street, LLP
Attn: Anthony P. Cali, Esq.

1850 N. Central Ave., Suite 2100
Phoenix, Arizona 85004
Telephone: (602) 212-8509
Email: Anthony.cali@stinson.com

Interested parties may also obtain further inforamafrom the Bankruptcy Court at th
following website: http://www.azb.uscourts.govadh Holder of a Claim and parties otherwi
affected by the Plan should read this Disclosuaestient, and the Exhibits attached here
including the Plan. These documents contain ingmbtinformation concerning the classificatig

and treatment of Claims, Equity Securities, andddi@y Contracts.

1
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Il
GENERAL OVERVIEW

A. General Information About Debtors’ Business and Evats Leading to Chapter 11

Case.

1. Formation of the Debtors and Their Management.

GMF came into existence in 2001. It was origindtlymed for the purpose of providin
development services for affiliates. Epicenter cami@ existence in 2004. It was formed for tk
purposes of acquiring, managing, selling or holdantd for investment. Both Debtors are ful
owned by Gray/Western Development Company and neghgmrsuant to that entity, by Brug
Gray.

2. The Debtors’ Acquisition of the Estate Property.

On July 7, 1993, an entity called Northeast Phodtaxtners (NPP") entered into
Commercial Lease No. 03-52415 with the State ofzéwa through the State Land
Commissioner regarding approximately 5,700 acreseal property in Phoenix, Arizona
located north of the Central Arizona Project Caaradl south of Pinnacle Peak Road betwee
32" Street and 62 Street. NPP filed a special action appeal of § 6ftPhoenix Board of
Adjustment decision in Maricopa County Superior @af Arizona captionedesert Ridge
Community Association, et. al v. City of Phoeni, a&., Case No. LC2007-000011 (the
“Action”). The Debtors filed a Counterclaim, First Amend€wbunterclaim, and Second
Amended Counterclaim in the Action against NPP,dbeRidge Community Association, and
CityNorth, LLC (hereafter referred to as thHatfgation Claim ).

On October 19, 2010, Debtors obtained final judg®ima the State Court on th
Litigation Claim against NPP and CityNorth in then@nt of $110,658,800 plus interes

ne

y

e

WD

—

Subsequently, on May 31, 2012, Debtors negotiat8dtdement Agreement with respect to the

Litigation Claim which provided that Debtors wouleceive, in summary, an assignment of {
Lessee's Rights under the terms of the ArizonaeStahd Department Commercial Lease N
03-52415 (the ASLD Leas€), the assignment of the Master Development Righhse

assignment of the Declarant's Rights and all isttllal property related thereto (collectivel
2
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such property interests shall hereafter be refetveas the Estates’ Property’). The Estates’
Property comprises virtually all of the propertytbé Debtors’ bankruptcy estates.

3. The ASLD Lease, the CPSP, and Master Developer Ritsh

As mentioned above, the Debtors are party to a-teng lease with the Arizona Stat
Land Department which figures as part of the DeRetgge Master Planned Community—a plé
for a 5,700 acre master planned community on pusioundeveloped Arizona Trust Lan
located in Northeast Phoenix. Under the plan, warigarcels within the Desert Ridg
development are auctioned by the state to vari@w®ldper owner's to be developed with
guidelines enforced by one Master Developer.

a) The Desert Ridge Master Planned Community

The Desert Ridge Master Planned CommunieSert Ridge€) is an ambitious plan
for a 5,723 acre master planned community on pusiyoundeveloped Arizona Trust Land
located in Northeast Phoenix. The development plaicipates 25,431 private residences ar
332 acres of commercial property near the centex obthe development. Under the plan
various parcels within the Desert Ridge developnaet auctioned by the state to variou
developers, owners, or lessors to be developedinvghidelines enforced by one Master
Developer on behalf of the State, the City of Plrgeand the Design Review Committee
Integral with the State's goals and objectivesanceiving the Desert Ridge Community is the
role of the Master Developer who is charged witisliring that Desert Ridge is developed i
accordance with [the State's] goals”.

The state trust land (like all of the State trusiperties) are managed by the ASLD tc
generate revenue primarily for support of the commsohools of the state. Of the origina
5,723 acres, 332 acres were designated as comimescgland (the Commercial Core’).
The 332 acres of Commercial Core property is statt land leased under a 99 year lease fro
the State of Arizona (theCobre Leasé). The 96.5 acres of the Debtors’ are part of th
Commercial Core and subject to the Core Leaseadn fll real property interests in these
jointly administered cases originate from the Cbease. Fee ownership of the Commercia

Core returns to the State at the end of the Coesd.-¢erm net of the value of improvement
3
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upon the land. As such, the ASLD retains a contiguinterest in the development of the
Commercial Core and Desert Ridge as a whole.

In the conception of Desert Ridge, the ASLD soughdlign the interest of the Master
Developer with the long-term interests of the Stataying the Master Development rights tg
the Core Lease. The ASLD envisioned that the MabB&reloper would have a long term
commitment to the community as a holder of a lagntleasehold interest in the Commercia
Core. The rights, duties and obligations of the t&la®eveloper may not be transferred o
assigned without the express written consent oABED.

b) The Master Development Plan.

The Master Development Plan, also referred to asSipecific Plan, was approved by
the City of Phoenix on June 6, 1990, and adoptethbyASLD on November 29, 1990. The
Master Development Plan is the governing land useichent of the City of Phoenix for Desert
Ridge. The Master Development Plan provides thestyidg zoning controls, specifies the
phasing and construction of infrastructure necgseaserve the area and establishes the futu
planning framework and zoning processes, includawiew and approval of conceptual parce
site plans and individual project site plans, suilsibn review procedures, plan amendmen
procedures, development monitoring and phasing. $teed purpose of the Master
Development Plan is to establish an effective, legey development control mechanism
guiding development of the Desert Ridge plannedraamity.

Since the adoption of the Master Development Rlam development of Desert Ridge
was delayed by the economic slow down that resditted the Great Recession stemming fron

the financial crisis of 2007. Nearly 2,000 acrestbé original master plan community

auctioned to private residential developers hawenbeturned to the ASLD when the private

developers could not keep up payments.

! See, Michael Clancy,Desert Ridge in Northeast Phoenix falls short ofgimal master plan Republic,
azcentral.com, Jan. 2, 201&ttp://archive.azcentral.com/community/nephoentiches/20111228desert-ridge-
falls-short-original-master-plan.htr(iast visited Aug 20, 2016).

4
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C) The Conceptual Parcel Site Plan.

Before any individual building, project or use cb@ approved within Parcel 5A, a
Conceptual Parcel Site PlarCPSP) for Parcel 5A must be submitted. The criteriattmust
be addressed in a conceptual parcel site plandareP5A is stated in Chapter 6 of the Maste

Development Plan. These standards include traffaulation standards, perimeter standard

=

governing noise, odor and light, pedestrian ace&msdards, central gathering space and other

criteria. If these standards are met, approvathef site plan or any amendment thereto
governed by the processes included in chaptertdeoDesert Ridge Specific Plan.

The 2008 CPSP (devised by North Phoenix Partnerd®drcel 5A was approved by the
City in 2008. However, conceptual parcel site plaresnot intended to be static documents ar
there is no limitation on amending the conceptital glan at this stage of the development g
again in the future. In this case a change to tRSERfor Parcel 5A was necessitated by th
dramatic decline in the demand for traditional ¢kriand mortar” retail due to the growth in
online retailing since 2008The Debtors are seeking to amend the 2008 CPS#nimng other
things, replace upscale big box retailing with gna amount of Class A office space to refleg
the current market considering the shift in madeshands since 2008.

4. The Debtors’ Secured Creditors and Events Leadingotthe Chapter 11 Case.

In order to fund the Debtors’ prosecution of theramentioned Litigation Claim, the
Debtors entered into various agreements with cduepeesenting them in that litigation—th
law firm of Simpson Thatcher & Bartlett LLP §TB")—and litigation financiers, Burford
Capital Limited, and its wholly-owned subsidiaryryenede Investments Limited (collectively
“Burford ”). Ultimately (and currently the subject of a di¢p), STB and Burford obtained

security interest in the Debtors’ Property.

2 See Chris Isidore,Sports Authority Bankruptcy Could Close Remainitgres CNN Money, May 2, 20186,
http://money.cnn.com/2016/05/02/news/companiestsgrthority-sale-store-closings/index.html (laisited Aug

20, 2016); Krystina GustafsonMen's Warehouse parent closing 250 stpreglarch 10, 2016,
http://www.cnbc.com/2016/03/10/mens-wearhouse-gaskarsing-250-stores.html (last visited Aug 20, 8D1
Matt Egan, Macy's is closing another 100 storesCNN Money, August 11, 2016,
http://money.cnn.com/2016/08/11/investing/macyse100-stores/index.html (last visited Aug 20,801

5
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On April 14, 2016, Ganymede filed a Notice of Taess Sale and Notification o
Disposition of Personal Property and sought to diosee on the Debtors’ Property. Upg
information and belief, on or about March 23, 20B&nymede and STB sold their respecti
claims to CPF Vaseo Associates, LLOCPF’). On May 13, 2016, counsel for CPF se
correspondence to counsel for Debtors notifying tbresbthat the claimed payoff amount as
May 16, 2016 for the Ganymede Note was a total5#,863,149.17, plus interest accruing
$52,440.74 per day thereafter. The same corregmaednotified Debtors that the claime
payoff amount for the STB Note as of May 16, 20E6W83,674,319.86, plus interest accruing
$610.76 per day thereafter. Faced with the potefdiaclosure of their Property, the Debto
filed this Chapter 11 Case.

B. Debtors’ Restructuring Efforts.

On May 16, 2016, the Debtors initiated the presgmapter 11 Case. Since the Petiti
Date, the Debtors have been operating as debtgsssession. The Bankruptcy Court h
authorized the employment of Stinson Leonard StrePtas counsel for the Debtor. An Officig
Committee of Unsecured Creditors was appointedhis €hapter 11 Case on June 15, 2(
[Dkt. No. 39]. The Debtors are current on all ppstition obligations, including the filings o
their monthly operating reports.

1. Joint Administration.

On July 6, 2016, three entities affiliated with tbebtors filed voluntary petitions fo
relief under Chapter 11 of the Bankruptcy Code: @an Desert Land Investors, LLC; East
Epicenter, LLC; and Gray Phoenix Desert Ridge LUCL(collectively, the July Debtors”). The
July Debtors’ cases are currently jointly admimetewith the Debtors’ cases. The July Debtg
are working towards preparing their own plan ofrgamization.

2. Litigation.

Since initiating the Chapter 11 Case, the Debta@gehfiled a number of adversar
proceedings against CPF. Those proceedings inthadi®llowing.

a) Adversary No. 2:16-ap-00334-MCW.This Adversary Proceeding i

currently proceeding under seal. In general, tladesecomplaint alleges counts of (i) fraudule
6
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1 | transfers, (ii) equitable subordination, (iii) rechcterization, and (iv) claim objections against
2 || CPF.
3 b) Adversary No. 2:16-ap-00343-MCW. This adversary proceeding
4 || requests an injunction or stay against CPF. Theradvy proceeding seeks to prevent CPF from
5 || pursuing guaranty claims against Bruce and BarGaay and from attempting to divert attention
6 || and resources from the pending Chapter 11 Case.
7 C) Adversary No. 2:16-ap-00395-MCW.This adversary proceedings seeks
8 || a determination that CPF does not have a validfectere assignment of the Master Developer
9 || Rights with respect to the Property or that sughtrhas not been perfected and is avoidable
10 |[ under 11 U.S.C. 88 506(d) and 544. The proceedswupplements Debtors’ aforementioned
11 || objection to the CPF Claim(s).
12 .
13 INFORMATION REGARDING THE PLAN AND THIS DISCLOSURE _STATEMENT
14 || A.  Chapter 11
15 Chapter 11 is the principal business reorganizatibapter of the Bankruptcy Code.
16 || Under Chapter 11, a debtor is authorized to reorgaits business for the benefit of itself, its
17 || creditors, and equity interest holders. The conuasrent of a Chapter 11 case creates an estate
18 || that is comprised of all of the legal and equitabterests of the debtor as of the filing date.e Th
19 || Bankruptcy Code provides that the debtor may cametito operate its business and remain in
20 || possession of its property as a “debtor-in-poseassi
21 || B. Plan of Reorganization
22 A plan describes in detail (and in language appatgfor a legal contract) the means for
23 || satisfying claims against, and equity interestaidebtor.
24
25 |[ C. The Purpose of a Disclosure Statement
26 Before a debtor or other plan proponent can s@mieptances of a plan, Section 1125 of
27 || the Bankruptcy Code requires the debtor or othan gtroponent to prepare a disclosure
28 || statement containing adequate information of a kamt in sufficient detail, to enable those
7
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parties entitled to vote on the plan to make aormkd voting decision about whether to acct
or reject the plan.

D. Approval of the Disclosure Statement

This Disclosure Statement should only be considetfter the Bankruptcy Court ha
found that this Disclosure Statement provides adexjinformation in accordance with Sectic

1125 of the Bankruptcy Code and has entered arr @pleroving this Disclosure Statemer

Approval by the Bankruptcy Court is not an opinimnruling on the merits of the Plan and|i

does not mean that the Plan has been or will beoapg by the Bankruptcy Court.

E. The Plan Confirmation Process

1. Requirements. The requirements for confirmation of the Plan agé ferth in

detail in Section 1129 of the Bankruptcy Code. Baakruptcy Court will confirm the Plan only
if all of the requirements of § 1129 are met. Amdmg requirements for confirmation are:

a) Acceptance by Impaired Classes.Except to the extent that th

“cramdown” provisions of Section 1129(b) of the Bauptcy Code may be invoked, eac¢

impaired class of claims must either vote to actkptPlan or be deemed to accept the P
“Impaired” is defined at Section 1124 of the Bankay Code. A class of claims is impaire
unless the Plan leaves unaltered the legal, ed@jtab contractual rights of the holders of su
claims.

b) Feasibility. The Bankruptcy Court is required to find that ¢onftion of

the Plan is not likely to be followed by the ligattbn, or further need for further financiz

reorganization (except as provided in the PlarthefDebtors. Based on the Feasibility Analysi

(Exhibit “3” to this Disclosure Statement), the Rganized Debtors will be able to operate

without the need for further reorganization or ildption except as provided in the Plan. T

Feasibility Analysis was also prepared to assisetitors in their evaluation of the Plan. Tk

Debtors’ Plan is feasible because payment to CHFoevimade through conveyance of proper

already owned by the Debtors in full satisfactidrC&#F'’s alleged secured claim. Payments
other creditors will be made through plan financorga capital contribution to be in place [

confirmation, funds received by the Debtors in adaace with the Property Developme
8
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Agreement (as defined in the Plan), and/or anywegoreceived from the Creditors Trust.

C) “Best Interests” Test. The Bankruptcy Court must find that the Plan in|i

the “best interests” of creditors. To satisfy thiesquirement, the Bankruptcy Court mu

determine that each holder of a claim against thbt@s: (i) has accepted the Plan; or (ii) will

receive or retain under the Plan money or othepgnty which, as of the Effective Date, has a

value not less than the amount such holder woutetive if the Debtors’ property were

liquidated under Chapter 7 of the Bankruptcy Cddenerally, to determine what Holders

Allowed Claims and Equity Securities would receifvBebtors were liquidated, the Bankruptgy

Court must determine what funds would be generftad the liquidation of Debtors’ Asset

and properties in the context of a Chapter 7 ligtiach case, which for unsecured Creditars

would consist of the proceeds resulting from thepdsition of the Assets of Debtors, including

the unencumbered Cash held by Debtors at the tinteeocommencement of the liquidation

case. Such amounts would be reduced by the codtex@penses of the liquidation and by such

additional Administrative Claims and Priority Clanas may result from the termination
Debtors’ businesses and the use of Chapter 7 égpuhpose of liquidation.

In a Chapter 7 case, the Chapter 7 trustee woulénbéed to seek a sliding scal
commission based upon the funds distributed by swustee to Creditors, even though Debtg
have already incurred some (if not all) of the exges associated with generating those fur
Accordingly, there is a reasonable likelihood tkaeditors would “pay again” for the fund
accumulated by Debtors because the Chapter 7 ¢rusiald be entitled to receive a commissi
in some amount for all funds distributed from trstete.

The Liquidation Analysis is attached hereto as BixtiR” (the “Liquidation Analysis”).
The information set forth in Exhibit “2” provides statement of the liquidation value of th
Debtors’ assets assuming a Chapter 7 liquidatiomhiich a trustee appointed by the Bankrupt
Court would liquidate the assets of the Debtorsates Underlying the Liquidation Analysis ar
a number of estimates and assumptions that, althoogsidered reasonable by the Debtors,
inherently subject to significant economic and cefitive uncertainties and contingencie

beyond the control of the Debtors. The Liquidatharalysis is also based upon assumptions w
9
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Case 2

regard to liquidation decisions that are subjeditange. It also does not take into account all
costs and expenses of administering such properédyChapter 7 proceeding. Accordingly, ti
values reflected may not be realized if the Debtegee, in fact, to undergo such liquidation.

As set forth in the Liquidation Analysisind accompanying notes annexed heretd
Exhibit “2,” Debtors have determined that Confirroat of the Plan will provide Holders o
Claims and Equity Securities with no less of a vecy than he/she/it would receive if Debto
were liquidated under Chapter 7. Debtors’ Plarvigkes most Creditors with full payment @
their Allowed Claims over time. Furthermore, Halsleof Equity Securities would certainl
receive less if Debtors were liquidated under Cérapt

Thus, as evidenced by the Liquidation Analysis #mel accompanying notes annex

hereto as Exhibit “2,” the value provided under an to the Holders of Claims and Equity

Securities is equal to or better than they woutetree under a Chapter 7 liquidation.

d) “Cramdown” Provisions. Pursuant to Section 1129(b) of the Bankrupt

Code, the Bankruptcy Court may confirm the Plameaw®ugh a class of claims has not voted
accept the Plan, so long as one impaired classaoh€ has accepted the Plan (excluding
votes of insiders) and the Plan is “fair and edp@a and “does not discriminate unfairly,
against the non-accepting classes.

2. Effect of Confirmation. Except as otherwise provided in the Plan, enfrthe

Confirmation Order, shall vest title to all propedf the Debtors’ Estate and of the Debtors,
the Reorganized Debtors, free and clear of alhdaand liens of creditors. Upon entry of tk
Confirmation Order, the Plan shall be binding uploe Debtors, all creditors, and other partie
in-interest, regardless of whether they cast aobadl accept or reject the Plan.

F. Voting on the Plan

1. Who May Vote. Pursuant to Section 1126 of the Bankruptcy Coddy tre

holders of claims in classes that are impairechieyRRlan may vote on the Plan. Classes of cla

% The Liquidation Analysis sets forth Debtors’ bestimates as to value and recoveries in
event that the Chapter 11 Case is converted ts@ wader Chapter 7 of the Bankruptcy Co
and Debtors’ Assets are liquidated.

10
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not impaired by the Plan are deemed to accept e &hd holders of such claims or intere
within such classes do not have the right to votehe Plan. The holders of claims in any cla
that will not receive any payment or distribution r@tain any property under the Plan g
impaired, are deemed to reject the Plan, and ddvawé a right to vote. Administrative Claim
are not classified for purposes of voting or recgj\wdistributions under the Plan. Such clain
are unimpaired and may not vote. All classes ofdfwes are impaired under the Plan. Thy
holders of such claims are entitled to vote onRlza.

This Disclosure Statement is being distribution ifdormational purposes to all holder
of claims and parties-in-interest without regardheir right to vote.

2. Eligibility . In order to vote on the Plan, a claimant mustehaw allowed claim
and such claim must be in an impaired class. Agmees entity having a claim in more than or
impaired class may vote in each class in which ti@yl a separate claim by casting a ballot
each class.

3. One Vote Per Holder.If a holder of a claim holds more than one clainainy one

class, all claims of such holder in such classldimlaggregated and deemed to be one claim
purposes of determining the number of claims irhslass voting on the Plan.
The amount of a claim that will be used to deteemiotes for or against the Plan will b

either (a) the claim amount listed in the Debtechedules on file with the Bankruptcy Court, (or

such schedules are amended prior to approval ®isiclosure Statement in its present form or as i

may be amended), unless such claim is listed insttieedules or on any amendment thereto,
contingent, unliquidated or disputed or (b) theiiitated amount specified in a proof of claim time
filed with the Bankruptcy Court that is not the gdb of an objection. If the holder of a clair
submits a ballot, but such holder has not timdsdfia proof of claim and such holders’ claim is n
listed on the Debtor’'s schedules or is listed anBlebtor’'s schedules or any amendment theretq
contingent, unliquidated or disputed or such hdfdelaim is the subject of an objection or requg
for estimation, the ballot wilhot be counted in accordance with Bankruptcy Rule 30b&ss the
Bankruptcy Court temporarily allows the claim foetpurpose of accepting or rejecting the Plan

accordance with Bankruptcy Rule 3018.
11
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In addition, a vote may be disregarded if the Baptcy Court determines, after notig
and a hearing, that such acceptance or rejectienetsolicited or procured in good faith or
accordance with the provisions of the Bankruptcgdé€o

G. Has the Securities and Exchange Commission reviewednd approved this

Disclosure Statement?

This Disclosure Statement has been prepared inrégaooe with Section 1125 of th
Bankruptcy Code and Bankruptcy Rule 3016(b) andneaessarily in accordance with feder
or state securities laws or other non-bankruptesgla

This Disclosure Statement has not been approveatisapproved by the United State
Securities and Exchange Commission (the “"SEC”),has the SEC passed upon the accurac
adequacy of the statements contained herein.

H. Reliance Upon Statements Made in the Disclosure $S&ément.

The Debtors make the statements in the Disclostmter8ent as of the Date hered

e

n

al

2S

y or

—

unless otherwise specified. Persons revising tlgsl@sure Statement should not infer that the

facts set forth herein have not changed since dke liereof.

This Disclosure Statement, therefore, does notttates and may not be construed as,
admission of fact or liability, a stipulation or \@aiver in any proceeding other than tk
solicitation of acceptances of the Plan and cordtrom of the Plan. For all purposes other th
the solicitation of acceptances of the Plan, thiscldsure Statement should be construed &
statement made in settlement negotiations relatetbhtested matters, adversary proceedin
and other pending or threatened litigations oroast

This Disclosure Statement does not constitute Jdgyeiness, financial, or tax advice. A
persons desiring such advice or any other advioaldrconsult with their own advisors.

l. Inconsistencies between the Disclosure Statementdathe Plan.

This Disclosure Statement summarizes certain pianssof the Plan and certain othe
documents and financial information that are inooaped by reference herein (collectively, t
“Incorporated Documents). The summaries contained herein are qualifretheir entirety by

reference to the Incorporated Documents. In thenewf any inconsistency or discrepan
12
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between a description in this Disclosure Statemmmd the actual content of any of tf
Incorporated Documents, the Incorporated Docunsm govern for all purposes.
V.
SUMMARY OF THE PLAN TREATMENT OF CREDITORS *

Section 1123 of the Bankruptcy Code provides thala of reorganization shall classif
the claims of a debtor’s creditors and equity ieséholders. In compliance therewith, the P
divides Claims into various Classes and sets fdmth treatment for each Class. The PI
Proponents are also required under Section 11#2edBankruptcy Code to place a Claim intg
particular Class only if such Claim is substangiaimilar to other Claims in such Class. TI
Plan Proponents believe that the Plan has clagsfleClaims in compliance with the provision
of Section 1122 of the Bankruptcy Code, but it msgble that a Holder of a Claim wi
challenge the Plan’s classifications and that trenkBuptcy Court will find that different
classifications are required in order for the Plarbe confirmed. In such event, the Debt
reserves the right, to the extent permitted by Bankruptcy Code, to make reasonal
modifications of the classifications under the Riapermit confirmation.

The following summary of the Plan is qualified ta entirety by reference to the detailé¢
explanations in this Disclosure Statement and tare Pself.

A. Non-Classified Claims.

Pursuant to Section 1123(a)(1) of the BankruptcgeZthe Allowed Priority Tax Claimsg
and Allowed Administrative Claims are not desigudass Classes under the Plan. In gene
these Claims consist of the fees and costs of gsairals employed on behalf of the Estate. T
Holders of such unclassified Claims are not emtittevote on the Plan.

On or before the Administrative Claim Bar Date,lelaolder of an Administrative Clairm
shall file with the Bankruptcy Court a request fmyment of an Administrative Claim. An

Administrative Claim that is not filed on or befottee Administrative Claim Bar Date will bg

* The following summary of the Plan treatment of dt@s is qualified in its entirety by
reference to the Plan itself. For a more detailedcription of the Plan, see Article VI and
hereof and the Plan.

13
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forever barred from assertion against the Debthes Estate, and the Assets. Unless otherw

agreed to by the Holders of the Administrative @isiand Plan Proponents, the Plan Proponénts

shall pay each holder of an Allowed Administrat@&im the full unpaid amount of such Claim
in Cash on the Closing Date or as soon as prat¢ithéreafter.

The amount of Administrative Claims for fees andtsancurred by Debtors’ counsel

but unpaid as of the Confirmation Hearing, is eated to be less than $30,000.00.
Each Holder of an Allowed Priority Tax Claim wilh full and final satisfaction of such

Claim, be paid in Cash in full (or be treated inmgdiance with Section 1129(a)(9)(C) of the

Bankruptcy Code) by the Plan Proponent on the E¥fecDate or as soon as practicable
thereafter.

B. Classified Claims.

The Distributions under the Plan to each Classanmemarized in the following table:

Class Description Treatment
Class 1 ASLD Lease Claim Impaired.

Solicitation required.

Class 2 CPF Secured Claim (Disputed) | Impaired.
Solicitation required.

Class 3 Priority Unsecured Claims Unimpaired.
No solicitation required.

Class 4 General Unsecured Claims Impaired.
Solicitation required.

Class 5 Equity Securities Unimpaired.
No solicitation required

:16-bk-05493-MCW Doc 128 Filed 08/31/16 Entered 08/31/16 18:13:01 Desc

Bankruptcy Code § 1129(b) provides that, if thenRtarejected by one or more impaired

Classes of Claims, the Plan nevertheless may biermoed by the Bankruptcy Court, if: (i) the

A%

Bankruptcy Court determines that the Plan does distriminate unfairly and is fair and
equitable with respect to the rejecting Class(é€)laims; and (ii) at least one Class of Impaired

Claims has voted to accept the Plan.
14
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The specific treatment of each Class under the Raset forth in the Plan and |
summarized below:

1. Class 1 — ASLD Lease Claim.

Class 1 consists of the ASLD Lease Claim. The A3lease Claim shall be an Allowe
Claim. The Holder of the ASLD Lease Claim will baigh, in Cash, all amounts due under t
Settlement Agreement between the Debtors and AShBnwdue, or as otherwise extended
modified by ASLD.

The Creditor(s) in Class 1 is Impaired under thenRiInd thus, the Holder of the Class
Claim is entitled to vote on the Plan.

2. Class 2 — CPF Secured Claim

Class 2 consists of the CPF Secured Claim. The &#dared Claim is disputed and
made up of the combined claims of CPF resultingnhftbe acquisition by CPF of the claims @

(a) Burford and (b) STB. The CPF Secured Claim Bisputed Claim which is the subject ¢

Adversary Proceeding No. 2:16-ap-00334-MCW. To ektent that the CPF Secured Claim|i

determined to be an allowed claim, it may be trebate one claim or, at the election of CP
broken into two subclasses comprised of (1) thefddracquired claim, and (2) the ST
acquired claim.

Prior to, or in conjunction with the Confirmationebring, the Bankruptcy Court wil
make a Valuation Determination of the Debtor's Ry Based on the Valuatio
Determination, the Plan Proponents will determine CPF Acreage to be placed into CI
Escrow in full satisfaction of the CPF Secured @lasubject to the outcome of the Adversa
Proceeding and the CPF Resolution Date.

The CPF Acreage will be placed in CPF Escrow onGbefirmation Date. Subject t¢

approval of the assignment by ASLD and the CPSPthenCPF Resolution Date, the CH

Acreage will be delivered to CPF from escrow inl gdtisfaction of the CPF Secured Claim.

Pending the transfer of the CPF Acreage to CPF, @iRFetain its existing liens against th
CPF Acreage. All other liens and encumbrances @RE may have against all other Este

Assets shall be deemed released and extinguishée dtffective Date of the Plan.
15
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The Creditor in Class 2 is Impaired under the Rlad thus, the Holder of the Class
Claim is entitled to vote on the Plan. The Debteserve the right to seek to designate the C
2 Claim under Bankruptcy Code 8§ 1127(e).

3. Class 3 —Priority Unsecured Claims.

Class 3 consists of Priority Unsecured Claims. Haoéders of the Priority Unsecure
Claims shall receive, on the Effective Date or@snsthereafter as practicable, the full amount
the Allowed Priority Unsecured Claims.

Creditors in Class 3 are Unimpaired under the Ri@emed to have accepted the Pl
and therefore, not entitled to vote on the Plan.

4. Class 4 - General Unsecured Claims.

A General Unsecured Claim is a Claim, includinglaif@ arising under Section 502(g

of the Bankruptcy Code that is not secured by agehagainst or interest in property in whi¢

the Estate has an interest and is not an uncleds@iaim, Administrative Claim, or Priority
Unsecured Claim.

Each Holder of an Allowed General Unsecured Cldmallseceive one-hundred perce
(100%) of its Allowed Claim paid: (a) monthly ovérirty-six (36) months, with additiona
payments being made from the Creditors Trust Pas;eié any, and when received; (b) wit
interest accrued on unpaid amounts at the ratewfgercent (4%) per annum, simple intere
and (c) all accrued and unpaid interest paid on3@femonth anniversary after the Effectiv
Date.

Creditors in Class 4 are Impaired under the Plad, taerefore, the Holders of Class
Claims are entitled to vote on the Plan.

5. Class 5 - Equity Securities.

On the Effective Date, the Equity Securities erigton the Petition Date shall remain
Gray/Western Development Company.
Equity Securities in Class 5 are Unimpaired untier Rlan. The Holders of Equity ar

not entitled to vote on the Plan.

16
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V.
ADDITIONAL PLAN PROVISIONS

In addition to the terms of the Plan described est®n IV above, the Plan contains tk
following provisions. The description containeddir is qualified in its entirety by reference

the remainder of this Disclosure Statement andPtha itself.

A. Means for Implementation of the Plan.

1. Substantive Consolidation.

The Plan shall constitute a motion for substantieaesolidation of the liabilities anc
assets of the Plan Proponents. Confirmation ofPtla@ will constitute the Bankruptcy Court
grant of that motion for substantive consolidatiSabstantive consolidation of the liabilities ar
assets of the Plan Proponents on the Effective vdte(a) consolidate the property of eag
estate for purposes of Plan voting and Distribwtiom Holders of Allowed Claims under th
Plan; and (b) convert all Claims against each Dreinto Claims against the consolidated Est:
such that any proof of claim filed against one arenDebtors is deemed to be a single cla
filed against the consolidated Estate and all daglre proofs of claim for the same Claim file

against more than one Debtor will be deemed explinge

2. Funding on the Effective Date.

All payments under the Plan which are due on thedif’e Date will be funded by : (1
the Plan Contribution to be contributed by the P&ponsor, (2) the Property Developme
Funds (funding due to the Debtors in accordanced?tp Development Agreement dated July
2012), and (3) the Creditors Trust Proceeds ifwahen they are realized and collected.

3. Plan Contribution Waterfall Payments.

The funds from the Plan Contribution will be usadhe following order: (1) to pay al

Allowed Administrative Claims; (2) to pay all Alleed Priority Unsecured Claim; (3) to pay the

ASLD Lease Claim, when due; and (4) to fund thed@oes Trust.

4, Creditors Trust.

A payment of $500,000, made from the Plan Contigmytwill be placed into a Creditors

Trust to fund the continued prosecution of the Adaey Proceeding and to prosecute t
17
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Burford Lawsuit on arrangements to be negotiateth ideorganized Debtors’ counsel, tk
Reorganized Debtors, and the Committee. The RemmgdnDebtors will prosecute th
Adversary Proceeding until the CPF Resolution Dasewell as the Burford Claim. In the eve
that affirmative money damages are awarded to ltietiffs in the Adversary Proceeding and/
the Burford Claim, such proceeds will be used fitstpay any unpaid costs of litigating th
Adversary Proceeding or Burford Claim and, secdadye distributed to Holders of Allowe
General Unsecured Claims that have not otherwisa Ipaid. Any remaining proceeds will b
distributed to the Reorganized Debtors’ Equity lests.

5. Revesting of Estate Assets.

Upon the Effective Date, all Assets of the Debtweilsrevest in the Reorganized Debto
(including, but not limited to, the Master Develog&ights), free and clear of all liens, claim
and encumbrances other than as expressly provatenh fthe Plan. The Reorganized Debtg
shall continue to run the Debtors’ business inditBnary course after the Effective Date.

6. Post-Confirmation Management of the ReorganizatiorDebtors.

The Debtors are currently managed by Bruce Graputiit the affiliated entity
Gray/Western Development Company. Bruce Gray har besuccessful real estate develope
a career that has spanned decades. He developigthmsoject, Oswago Bay, in Lake Oswag
Oregon in 1993. After that, he became a key figardrizona real estate development. Sin
1995, Mr. Gray and his affiliated entities have pbdsted nearly thirty (30) projects in Arizon

which, in total, account for nearly 8,000 apartmeamts:

# of Year

Name of Property Units Built
The Pavilions on Camelback 64 1995
The Legacy at Squaw Peak 88 1997
Canyon Gate Condominiums 72 1997
Indigo Creek 408 1998
Andover Park 155 1998
Andover Square 80 1999
Montevida 276 2000
Indigo Springs 240 2000
The Pavilions on Central 254 2001
Monterra 258 2001
Clarendon Park 138 2002

18
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Indigo Palms 432

Camelback Ssquare 367
Bacaro on Princess Drive 312
MonteViejo 480
MonteVerde 435
Bacara at the Canyons 233
Montelena at the Canyons 396
Arete on Dunlap 205
Grigio Tempe Town Lake 523
Barossa Paradise Ridge 204
Barossa at the Park 273
Barossa at Triana 246
Indigo at the Park 306
Indigo at Triana 485
Grigio Metro 408
Ninety Degrees 337

account for over 4,400 more apartments units:

2003
2004
2004

2004

2005
2005
2006

2006

2008
2008
2009
2009
2009
2010
2010
2010

In addition, Mr. Gray and his affiliated entitieave designed six (6) other projects th

Year

# of

Name of Property Units
Blue Sky - San Diego 939
Blue Sky - Scottsdale 749
Grigio - Paradise Ridge 572
Desert Ridge 2H 820
(Arete, Bacaro, Pavilions)
Desert Ridge 4HW 882
(Grigio Phase | &l Il and Pavilions)
Biltmore Spectrum 476

business post-confirmation.

United States Trustee Fees.

paid when due by the Plan Proponents.

Limitation of Liability of the Reorganized Debtors.

19
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2011-2013
2010-2014
2007-2009

2006-2009

2005-2008

2015-2016

It is anticipated that Bruce Gray will continue teanage and operate the Debto

Quarterly fees due to the United States Trustesuyaunt to 11 U.S.C. 1930(a)(6) will b

No action or claim may be asserted against the Plan Proponents for any matter
relating to or arising out of this Chapter 11 Case, the confirmation of the Plan, the

consummation of the Plan, or the administration of the Plan or the property to be
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administered or distributed under the Plan, in any court without first obtaining approval of the
Bankruptcy Court, and, in such event, any such action must be prosecuted before the
Bankruptcy Court, which shall retain jurisdiction to adjudicate any such actions. The Plan
Proponents are acting solely as fiduciaries on behalf of the Estate in implementing this Plan.
Neither the Plan Proponents, nor any of their employees, shall have any personal liability for
serving in the fiduciary capacity of Plan Proponents, except for willful misconduct or gross
negligence.

9. Terms of Injunctions or Stays.

Unless otherwise provided, all injunctions or stays provided for in the Chapter 11 Case
pursuant to sections 105 or 362 of the Bankruptcy Code, or otherwise, and that are in

existence on the Effective Date, shall remain in full force and effect until the Chapter 11 Case

is closed.
B. Provisions Governing Distributions.
1. General Provisions; Undeliverable Distributions.

Distributions to the holders of Allowed Claims di@ made by the Reorganized Debtg
at the address of each holder as set forth in thediles, unless superseded by the addres
forth on proofs of Claim filed by such holder. HyaDistribution is returned as undeliverable, t
Reorganized Debtors may, without requirement arttieir sole discretion, make such efforts
determine the current address of the holder ofClaém with respect to which the Distributio

was made as the Reorganized Debtors deem appmidtno Distribution to any holder sha

be made unless and until the Reorganized Debtars @ietermined the then-current address
the holder.
2. Unclaimed Property.

Distributions that are not claimed by the expimataf ninety (90) days from the Closin
Date shall be deemed to be unclaimed property halll gest in the Reorganized Debtors, al
the Claims with respect to which those Distribusicare made shall be automatically cancel
After the expiration of that 90-day period, the i@laf any Entity to those Distributions shall b

discharged and forever barred. Nothing containedh& Plan shall require the Reorganiz
20
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Debtors to attempt to locate any holder of an ABdwClaim. All funds or other property tha
vests in in the Reorganized Debtors shall theniftellslited to the Reorganized Debtors.

3. Time Bar to Cash Payments by Check.

Checks issued by the Reorganized Debtors on acadulifowed Claims shall be null
and void if not negotiated within ninety (90) dafter the date of issuance thereof, and shal
treated as unclaimed property under this Plansaatl be discharged and forever barred and
proceeds of those checks shall become the propktiye Reorganized Debtors.

4, Compliance with Tax Requirements.

In connection with making Distributions under thitan, to the extent applicable, th
Reorganized Debtors shall comply with all tax wadlting and reporting requirements impos
on it by any governmental unit, and all Distribuisopursuant to this Plan shall be subject to s
withholding and reporting requirements. The Reoiah Debtors may withhold the entir

Distribution due to any holder of an Allowed Claimtil such time as such holder provides t

necessary information to comply with any withholglirequirements of any governmental unit.

Any property so withheld will then be paid by thedRganized Debtors to the approprig
authority. If the holder of an Allowed Claim fatig provide the information necessary to comy
with any withholding requirements of any governna¢ntnit within 90 days from the date ¢
first notification to the holder of the need forchuinformation or for the Cash necessary
comply with any applicable withholding requirementsclaimed property under this Plan, a
shall be discharged and forever barred.
VI.
DISPUTED CLAIMS

A. Resolution of Disputed Claims.

From and after the Effective Date, the Reorgani2editors shall have all rights of the

Debtors to file, prosecute, compromise, withdraw,resolve objections to Claims; provide
however that nothing in the Section shall prejudieeright of the Reorganized Debtors to objé

to Claims prior to the Effective Date.
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B. Payment of Disputed Claims.

No payments or other distributions will be madétdder of disputed claims unless ar
until such Claims are Allowed Claims pursuant tBimal Order. If a Claim is not an Allowe
Claim as of the Effective Date or when paymenttlseowvise due under the Plan, payment
such Claim will commence if and when such Claimdoees an Allowed Claim pursuant to
Final Order.

As set forth above, the Debtors dispute the CPRii®&dcClaim. Accordingly, the fina
amount of the CPF Secured Claim is in dispute ailicheed to be resolved.

C. Obijections to Administrative Claims.

From and after the Effective Date, the Reorgani2editors shall have all rights of the

Debtors to object to any Administrative Claims thate asserted. Any objections
Administrative Claims (other than Professional Ed&ms) will be filed and served by the da|
thirty (30) days after the Administrative ClaimsrB2ate or such other date as may be fixed
the Bankruptcy Court. All objections will be litiged to Final Order; provided, however, that t
Reorganized Debtors shall have the authority te, fdettle, compromise, or withdraw ar
objections without Bankruptcy Court Approval.
VII.
TREATMENT OF EXECUTORY CONTRACTS AND UNEXPIRED LEAS ES

A. Reorganized Debtors and Existing Contracts and Un@ired Leases.

All executory contracts and unexpired leases tkigt etween the Debtors and any par

that have not been previously assumed pursuant toder of the Bankruptcy Court or throug
the Confirmation Order, shall be deemed rejecteaf #se Effective Date of the Plan. The ASL
Lease, however, will be assumed, to be paid inrdese with the provisions of the Plan.

B. Rejection Claims.

All Rejection Claims must be filed with the Banktoyp Court and served on the Debto
and other parties in interest no later than thiB9) days after the rejection of any executg
contract or unexpired lease. Any Rejection Claimvibich a proof of Claim is not timely filed

within thirty (30) days of the rejection of an exgary contract or unexpired lease will be forev
22
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barred from assertion against the Debtors, thet&sstad the Assets, and shall be subject to
discharge and permanent injunction set forth beldmiess otherwise ordered by the Bankrupt
Court, all Rejection Claims that are timely filesl provided herein shall be subject to review
the Debtors, who shall have 60 days from the Ctp$date to review and object to any su
Rejection Claim. To the extent (a) there is no diipm following such 60-day period to an
timely filed Rejection Claim or (b) there is a Hir@rder allowing such timely filed Rejectior
Claim, such Rejection Claim (or portion thereooaled by Final Order) shall be an Allowe
Rejection Claim and paid by the Plan Proponents.
VIII.
LIMITATIONS AND RISK FACTORS

A. Risk Factors
In addition to risks discussed elsewhere in thiscldisure Statement, the Plan and {
transactions contemplated by the Plan involve tlewing limitations and risks, which shoul
be taken into consideration.
» Finance Risk: While the Debtors believe that ituidikely, there is risk that
unforeseen changes in the economy will impact tlaility to obtain Plan
Financing or a capital contribution in an amountatermined by the Bankruptc
Court sufficient to make the required distributiamsder the Plan. The Debtor
are confident in their ability to obtain financidgjt such loans are always subije
to certain application and underwriting considematithat could impact the
Debtors’ ability to obtain financing.

» Valuation Risk: The treatment of certain claims emthe Plan is premised on th

Property receiving a sufficient valuation deterniioia from the Bankruptcy
Court such that certain creditors may receive landull satisfaction of their
claims. Although the Debtors are confident in theatuation of the Property
there is a risk that the Bankruptcy Court may rodp a sufficient valuation of

the Property for purposes of Plan implementation.
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B. Debtors Have No Duty to Update.

The statements in this Disclosure Statement areenmgdthe Debtors as of the da

hereof, unless otherwise specified herein. Thevesl of this Disclosure Statement after th

date does not imply that there has been no chantieeiinformation set forth herein since that

te

at

date. The Debtors have no duty to update thisl@ssce Statement unless ordered to do so by

the Bankruptcy Court.

C. No Admissions Made.

Nothing contained herein shall constitute an adimms®f any fact or liability by the
Debtors or any other party nor shall it be deemedesmce of the tax or other legal effects of t
Plan on Debtors or on Holders of Claims.

D. Risks and Considerations.

1. Projections and Other Forward Looking Statements Ae Not Assured and

Actual Results Will Vary.

Certain information herein is, by nature, forwaabKking, and contains estimates a
assumption which might ultimately prove to be imeot, and the Debtors’ projections may diff
materially from actual future results. There arecartainties associated with assumptiot
projections, and estimates and they should notdpsidered assurances or guarantees of
amounts of Claims in the various Classes thatheilallowed.

2. Confirmation of the Plan is Not Assured.

Although the Debtors believe the Plan will satiaflyrequirements for Confirmation, th
Bankruptcy Court may not reach that conclusion.s lalso possible that modifications to tk
Plan will be required for Confirmation and that sumodifications would necessitate a r
solicitation of votes.

IX.
PRESERVATION OF CAUSES OF ACTION, INJUNCTION, RELEA SE, AND

RELATED PROVISIONS

24
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A. Vesting and Transfers of Causes of Action.

Except as otherwise provided in the Plan or Cordtram Order, in accordance wit

section 1123(b)(3) of the Bankruptcy Code, any @aux Action that the Debtors or the Estate

may hold against any Entity shall vest upon thee&fe Date in the Reorganized Debto

Upon the Effective Date, the Reorganized Debtowll dlave the exclusive right to institute

prosecute, abandon, settle or compromise any Calugetion. Causes of Action, and any

S.

recoveries therefrom, shall remain the sole prgpafrthe Reorganized Debtors. Each Cause of

Action is expressly reserved for later adjudicatioy the Reorganized Debtors (includin

without limitation, Causes of Action not specifigaidentified or described) and, therefore, no

preclusion doctrine, including, without limitatiorthe doctrines of res judicata, collateral

estoppel, issue preclusion, claim preclusion, wastoppel (judicial, equitable or otherwise)

laches shall apply to such Causes of Action upaafter the entry of the Confirmation Order.

addition, the right to pursue or adopt any claitfesgad in any lawsuit in which the Debtors are a

defendant or an interested party, against any\gntitluding, without limitation, the plaintiffs

or co-defendants in such lawsuits, is expresskgruesl.

Any Entity to whom the Debtors have incurred anigdilon (whether on account af

services, purchase or sale of goods or otherwisayho has received services from the Debt

Ors

or a transfer of money or property of the Debtanswho has transacted business with the

Debtors, should assume that any such obligatianster, or transaction may be reviewed by the

Reorganized Debtors subsequent to the Effective Ratl may be the subject of a Cause
Action after the Effective Date, regardless of viieet (i) such Entity has filed a proof of Clair
against the Debtors in the Chapter 11 Case; (iglgection to any such Entity’s proof of Clair
has been filed; (iii) any such Entity’s Claim wagluded in the Schedules; (iv) an objection
any such Entity’'s scheduled Claim has been filedyvpany such Entity’s scheduled Claim h
been identified as disputed, contingent or unligted.

B. Release and Injunction.

From and after the Effective Date, all Entities arepermanently enjoined from

commencing or continuing in any manner against th&keorganized Debtors, the Estate, or
25
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the Assets, as the case may be, any suit, action ather proceeding, on account of or
respecting any Claim, demand, liability, obligation debt, right, Cause of Action, interest or
remedy that arose before the Effective Date.

From and after the Effective Date, all Entities shlh be precluded from asserting
against the Reorganized Debtors, the Estate, or thAssets, any other Claims or Equity
Securities based upon any documents, instrumentsy any act or omission, transaction or
other activity of any kind or nature that occurred prior to the Effective Date.

The rights afforded in the Plan and the treatment 6 all Claims and Equity
Securities in the Plan shall be in exchange for ansh complete satisfaction of Claims and
Equity Securities of any nature whatsoever againsthe Reorganized Debtors, the Estate
and the Assets. On the Effective Date, all such Ghas against the Reorganized Debtors
shall be satisfied and released in full.

On and after the Effective Date, all Entities are prmanently enjoined, on account of
any Claim or Membership Interest, from:

() commencing or continuing in any manner any acbn or other
proceeding of any kind against the Reorganized Debts, the Estate, or the Assets;

(i)  enforcing, attaching, collecting or recoveringby any manner or means
any judgment, award, decree or order against the Reganized Debtors, the Estate,
or the Assets;

(i) creating, perfecting or enforcing any encumbance of any kind
against the Reorganized Debtors, the Estate, or thissets;

(iv) commencing or continuing in any manner any agbn or other
proceeding of any kind against the Reorganized Debis in respect of any Claim,

Membership Interest, or Cause of Action.

C. Payment of Statutory Fees.

All fees payable to the United States Trustee ateursection 1930 of Title 28 of th

United States Code shall be paid by the Reorgardsddors as and when due.

26
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X.
CERTAIN FEDERAL INCOME TAX CONSEQUENCES

THE FOLLOWING SUMMARY DOES NOT CONSTITUTE EITHER ATAX
OPINION OR TAX ADVICE TO ANY PERSON. NO REPRESENTAONS REGARDING
THE EFFECT OF IMPLEMENTATION OF THE PLAN ON INDIVIDAL CREDITORS
ARE MADE HEREIN OR OTHERWISE. RATHER, THE TAX DIS@OSURE IS
PROVIDED FOR INFORMATIONAL PURPOSES ONLY. ALL CRHDORS ARE URGED
TO CONSULT THEIR RESPECTIVE TAX ADVISORS REGARDINGTHE TAX
CONSEQUENCES OF THE PLAN.

Creditors, Holders of Equity Securities, and anysBe affiliated with the foregoing are

strongly urged to consult their respective tax sdks regarding the federal, state, local, and

foreign tax consequences which may result from Goafirmation and consummation of the

Plan. This Disclosure Statement shall not in any & construed as making any representati
regarding the particular tax consequences of th&ifoation and consummation of the Plan
any Person. This Disclosure Statement is genenaaiure and is merely a summary discuss
of potential tax consequences and is based upoimtérmal Revenue Code of 1986, as amen

(the IRC™"), and pertinent regulations, rulings, court demis, and treasury decisions, all

oNs
to
ion
led
Df

which are potentially subject to material and/draactive changes. Under the IRC, there may

be federal income tax consequences to Debtorg, @reditors, their Equity Security Holders,

and/or any Person affiliated therewith as a resdulonfirmation and consummation of the Pla

Upon the Confirmation and consummation of the Pldre federal income tax
consequences to Creditors and their affiliatesrgyiffom the Plan will vary depending upor
among other things, the type of consideration kexkby the Creditor in exchange for its Clair
whether the Creditor reports income using the casdccrual method of accounting, whether t
Creditor has taken a “bad debt” deduction with eespto its Claim, whether the Creditg
received consideration in more than one tax yead,v@hether the Creditor is a resident of t
United States. If a Creditor's Claim is characted as a loss resulting from a debt, then

extent of the deduction will depend on whetherdbbt is deemed wholly worthless or partial
27
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worthless, and whether the debt is construed t@ tesiness or non-business debt as determ
under the 26 U.S.C. § 166, and/or other applicpleisions of the Internal Revenue Code.
CREDITORS SHOULD CONSULT THEIR TAX ADVISOR REGARDIGBI THE TAX
TREATMENT (INCLUDING FEDERAL, STATE, LOCAL, AND FOEIGN TAX
CONSEQUENCES) OF THEIR RESPECTIVE ALLOWED CLAIM3HIS DISCLOSURE IS

NOT A SUBSTITUTE FOR TAX PLANNING AND SPECIFIC ADME FOR PERSONS

AFFECTED BY THE PLAN.
XI.
CONFIRMATION OF THE PLAN

A. Confirmation of the Plan.

Pursuant to Section 1128(a) of the Bankruptcy Cdue,Bankruptcy Court will hold 3

hearing regarding confirmation of the Plan at thetédl States Bankruptcy Court for the Distri

of Arizona, 230 North 1st Avenue, Suite 101, PhrenAZ 85003, commencing on

,2016,at __ _.m. (MST).

B. Obijections to Confirmation of the Plan.

Section 1128(b) provides that any party-in-interaaly object to confirmation of a plan.

Any objections to Confirmation of the Plan mustibewriting, must state with specificity the

grounds for any such objections, and must be tirfilelgt with the Bankruptcy Court and served

upon counsel for Debtors at the following address:

Stinson Leonard Street, LLP
Attn: Anthony P. Cali, Esq.
1850 N. Central Ave., Suite 2100
Phoenix, Arizona 85004
(602) 212-1600 Telephone
(602) 586.5209 Facsimile
Email: Anthony.cali@stinson.com

XIl.
ALTERNATIVES TO THE PLAN

The Debtors believe that the Plan provides Creslitioe best and most complete form

recovery available. As a result, the Debtors belithat the Plan serves the best interests o
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Creditors and parties-in-interest in the ChaptelChse. The Debtors believe not only that {
Plan enables the Creditors to realize the greatestpossible under the circumstances, but &
that rejection of the Plan in favor of some theioedtalternative method of reconciling th
Claims of the various Classes would require, atvéry least, an extensive and time-consum
negotiation process and would not result in a be¢teovery for any Class.

For example, if a plan cannot be confirmed, a Gérapt case may be converted to a c:
under Chapter 7, in which a Chapter 7 trustee whaldcelected or appointed to liquidate t
assets of the Debtors for distribution to its d@di and holders of equity security in accordar
with the priorities established by the Bankrupt@d€.

As previously stated, the Debtors believe thagaitlation under Chapter 7 would rest
in a reduced recovery of funds by Holders of Claiam&l Equity Securities because of:
additional Administrative Claim expenses involvadhe appointment of a Chapter 7 trustee
Debtors and attorneys and other professionalsdistasich Chapter 7 trustee; and (ii) additiof
expenses and Claims, some of which may be entilegriority, which would be generate
during the Chapter 7 liquidation.

XII.
RECOMMENDATION AND CONCLUSION

The Plan provides the best possible recovery fgpaties-in-interest. Accordingly, the

Debtors strongly recommend that all Creditors ksatitto a Distribution or other parties-in
interest that are affected by the Plan not objecthe Plan, and that the Bankruptcy Col

confirm the Plan.

DATED this 3f' day of August, 2016.

EPICENTER PARTNERS, LLC an Arizona limited
liability company,

By: /s/ Bruce Gray
Bruce Gray, Manager
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GRAY MEYER FANNIN, LLC an Arizona limited
1 liability company,
2
By: /s/ Bruce Gray
3 Bruce Gray, Manager
4
5 Prepared and Submitted:
6
7 || STINSONLEONARD STREET,LLP
8 || By: /s/ Anthony P. Cali
9 Thomas J. Salerno, Esq.
Alisa C. Lacey, Esq.
10 || Anthony P. Cali, Esq.
1850 North Central Avenue, Suite 2100
11 || Phoenix, Arizona 85004
Attorneys for Debtors
12
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