rok, LLP

002

T4 O

Costa Mesa, California 9262
Tel 714-966-1000 Fax 714-966-

Weiland, Golden

Smiley, Wang Ekvall & S

650 Town Center Drive, Suite

Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19

O ©O© 0o N o o b~ w N -

N DN DND N D DN MDD N e e e e
oo N o o0 A WO N~ O © 0O N o o B W DN -

Main Document  Page 1 of 199

WEILAND, GOLDEN,

SMILEY, WANG EKVALL & STROK, LLP
Evan D. Smiley, State Bar No. 161812
esmiley@wgllp.com

Hutchison B. Meltzer, State Bar No. 217166
hmeltzer@wgllp.com

Beth E. Gaschen, State Bar No. 245894
bgaschen@wgllp.com

650 Town Center Drive, Suite 950

Costa Mesa, CA 92626

Telephone: (714) 966-1000

Facsimile: (714) 966-1002

Attorneys for Debtor and Debtor-in-Possession,
Boundary Bay Capital, LLC

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA
SANTA ANA DIVISION
In re Case No. 8:11-bk-14298-RK

BOUNDARY BAY CAPITAL, LLC, a Chapter 11
California limited liability company,

Debtor-in-Possession. DISCLOSURE STATEMENT DESCRIBING

CHAPTER 11 PLAN

Disclosure Statement Hearing
DATE: October 6, 2011
TIME: 11: 00 a.m.
PLACE: Courtroom 5D
411 W. Fourth St.
Santa Ana, CA 92701

Plan Confirmation Hearing
DATE:
TIME:
PLACE: Courtroom 5D
411 W. Fourth St.
Santa Ana, CA 92701

616785.1 DISCLOSURE STATEMENT

Desc




o
-
-

X
og. 8
Sipeis
Q
C 258
OREd g3
— gE~
OTiex
255t
X ¢O
o - o
clsas
T o2y
%c;\,g
I
ggoN

275
> [
()
S
n

Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

o © oo ~ (e)) (&) N w N -

N DN DND N D DN MDD N e e e e
(00) ~ (0)) (@] IS w N — o O (00) ~ (0)) (@] N w N -

616785.1

Main Document  Page 2 of 199

TABLE OF CONTENTS

Page
INTRODUGCTION. ...ttt et e e et e e et e e e eneeeeenneeeeanneeeens 1
A. The Purpose of This Document............ccoooiiiiiiiiiiiiie e 2
B. Deadlines for Voting and Objecting; Date of the Plan
Confirmation Hearing ........cccoooi o 3
1. Time and Place of the Confirmation Hearing ................cooovviiiiiinnnnnnn. 4
2 Deadline for Voting for or Againstthe Plan................ccccceiene 4
3. Deadline for Objecting to the Confirmation of the Plan..................... 4
4 Identity of Person to Contact for More Information
Regarding the Plan ... 4
C. DISCIAIMET ... 4
BACKGROUND ...ttt ettt et e et e e et e e et e e e nseeeaneeeeenneeens 5
A. Description and History of the Debtor's Busingss..........ccccoooevviiiiiiiiicineeennn. 5
1. General Background.............couuuuiiiiiiiiiiiece e 5
2. The LV Secured NOtES ........ccuiiiiiiiiiiieee e 5
a.  The 1%LV Note and Deed of Trust ...........ccocvvevevevercreenieennn. 5
b.  The 2" LV Note and Deed of Trust........coocureererrrrerierireeenes 6
c.  The 3™ LV Note and Deed of TrUSt.........cccoovevevevevevireeireeennes 6
3. Other Secured Notes Owned by the Debtor................cooooviiiniinnnnnnnn. 7
a. Lots 1-6, 23, LLC Secured NOteS.........ooevveeeiiieieeieieeeeee 7
b. SV Assets, LLC Secured NOte .......coounieviieeeeeeeee e, 7
C. Odyssey Equity, LLC Secured Note...........ccceeeeeeiiiiiiiiiininnnnn. 7
d. Junior Trust Deeds Secured by Residential Real
PrOPEItY ..o 7
4. Debtor's Interest in Real Property.........ccooovviiiiiiiiiiiie e 8
a. Dana Point Property..........couoiiiiiiiiiieie e 8
b. Murrieta Property .........cooovoeiiiiiiiie e 8
5. The Debtor's Other ASSets...........uuviiiiiiiiiii e 8

i TABLE OF CONTENTS




o
|
1
x
Og 3
Sipeis
jo
C 258
TR ags
— gE~
OTiex
255t
X 0O
'O - o
clsas
SoPLs
%c;\,g
I
ggoN
e
> [
(0]
IS
)

Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

o © oo ~ (e)) (&) N w N -

N DN DND N D DN MDD N e e e e
(00) ~ (0)) (@] IS w N — o O (00) ~ (0)) (@] N w N -

616785.1

m o O

Main Document  Page 3 of 199

TABLE OF CONTENTS (cont.)

Page
a. Unsecured Receivables ... 8
b. Equity Interests ..., 9
C. Litigation Claims............eeiiiiiiiice e, 9
(1) Malpractice Claim..........ccccooiiiiiiiiiiiicc e, 9
d. Title Insurance Claims .........c.ueeiiiiiiii e 9
6. The Debtor's Unsecured Liabilities ..., 10
a. Unsecured NOES ...........uuuviiiiiiiiiiiiiiiiiiiiienees 10
b. Other Unsecured Debt ... 10
C. Orange County Business BanK...............couvceiiiieiiiiiceiiinnnn. 10
d. Litigation Claims...........ouiiiiiiiiic e, 10
(1) Rafael Arbitration ............cccoooooiiiiii . 10
(2) WING RECEIVEN.....ccoeieeeieeeece e, 11
Principals/Affiliates of the Debtor's Business...........ccccoevvvvieeieeiiiiiicciinnn, 11
Management of the Debtor Before and After Bankruptcy..........ccccooueeeeee.. 12
Events Leading to Chapter 11 Filing .......cooovviiiiiiiiiiicee e, 12
Significant Events During the Bankruptcy Case ............ccccvvvvviiieeeeeeeeennns 12
1. Bankruptcy ProceedingsS........coooevviiiiiiiiie e 12
a. The Order for Relief ... 12
b. The Employment of Estate Professionals ...........ccccccccccc.... 12
C. The Claims Bar Date............ccuvviieiiiiiiiiic e 13
d. The Debtor's Schedules, Interim Statements, and
Operating Reports.........ccoooviiiiiiiiiiieeeceeeecee e 13
e. D] | T F=T g o3 o o PSP 13
f. LV Property TAXES .....ouvuuiieiieeeiiiieiicee et 14
g. The Appointment of the Official Committee of
Unsecured Creditors ... 14
2. Other Legal ProceedingsS ........ceeieieiiiiiiiiiiiee et 14

i TABLE OF CONTENTS




o
-
-

X
og. 8
Sipeis
Q
C 258
OREd g3
— gE~
OTiex
255t
X ¢O
o - o
clsas
T o2y
%c;\,g
I
ggoN

275
> [
()
S
n

Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

o © oo ~ (e)) (&) N w N -

N DN DND N D DN MDD N e e e e
(00) ~ (0)) (@] IS w N — o O (00) ~ (0)) (@] N w N -

616785.1

Main Document  Page 4 of 199

TABLE OF CONTENTS (cont.)

Page
a. Wing Receivership........ccooviiiiiiiiiii e 15
b. Rafael Arbitration ... 15
C. DOC Cease and DesSist..........coooiiiiiiiiiiiiiiiieeeeee e 16
d. PCH Property ...t 16
3. Actual and Projected Recovery Avoidance Actions and
Causes Of ACHON. ......coiii i 16
4. Procedures Implemented to Resolve Financial Problems .............. 17
5. Current and Historical Financial Conditions..............ccccceveeieiiinn, 18
SUMMARY OF THE PLAN ...ttt 18
A. Overview of the Plan ... 18
B. What Creditors and Interest Holders Will Receive Under the
Proposed Plan............ e 19
C. Unclassified Claims ...........ooiiiiiiiiii e 19
1. Administrative EXPENSES ........oiiviiiiiiiiiiiiie e 19
a. Ordinary Course Administrative Claims ..............ccceevvvvnnnenn. 21
b. Non-Ordinary-Course Administrative Claims ....................... 21
C. Professional-Fee Claims ... 22
2. Priority Tax ClaimsS.........cooiiiiiiecee e 23
D. Classified ClaimS........cooiiiiii e 23
1. Summary of ClasSes........cooovvuiiiiii e 23
2 SecUred ClaimMsS .......ooiiiiiiiiii e 24
3 Classes of Priority Unsecured Claims.............ccoovvvvviiiiiiiiieeeeeeeeeen, 29
4. Classes of Unsecured Claims..........coooiiiiiiiiiiiieiiiiiiiieeeee e 29
5 Class of Interest HOIders ... 30
E. Means of Effectuating the Plan..............ccooiiii e, 31
1. Transfer of Estate ASSets ...........eeevviiiiiiiiii 31
2. The Reorganized Debtor ..., 31

ii TABLE OF CONTENTS




Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 5 of 199

1 TABLE OF CONTENTS (cont.)
2 Page
3 3. The LV Notes and the LV Property.......ccccooovviiiiiiiiiiiiieeeeeee, 31
4 F. RISK FACIOTS ...ttt ettt nens 32
3 G. Provisions Governing Distributions.............ccccccoiiiiiiiiiiie . 33
6 1. Dates of DiStribUtioNS.............c.coveuiiueeeieeeeeee e 33
7 2. Manner of DiStribUtION.............c.covoeeieeeeeeeeeeceee e 33
8 3. Delivery of Distributions in General...........cccccccceeiiiiiiiiiie 34
9 4. Rounding of PAYMENES .........cvoiiieeeee e, 35
10 5. INterest 0N ClaIMS..........c.cceeveueeeeeee e, 35
N 11 6. Compliance with Tax Requirements .............ccoceeveeeeeeeeeeeee e 35
3. i 12 7. De Minimis Distributions ... 36
g% 13 8. SEHOMS corooeeeeeeeeseeeceeeeees e eeeeee e 36
E%:j 14 9. Limitation on Liability ...........cccoooiiii 36
f_%ﬁ;;:g 15 H.  Other Provisions Of the PlaN............cooeeriiririniiienicesncesneeeneeeeeens 37
§§§;§ 16 1. Claim Objections and Disputed Claims............cccoeeveviiiiiiiiieceeeeeenn, 37
g a7 a. StANAING ..o 37
7 18 b. Claims Objection Deadline...........c.ooeeeeeeeeeeeeeeeeeeeeeeeeen 37
19 C. No Distribution Pending Allowance............ccccccoeeevvviieeeennne. 37
20 d. Reserves for Disputed Claims............cccoovveoeeeeeeeeeeeeeeeeeen. 38
21 2 Executory Contracts and Unexpired Leases..............ccooevvvvvnneennn... 38
22 a. Assumption and ASSIGNMENt............coeoveeveeeeeeeeeeeeeee e, 38
23 b. REJECHONS ..., 41
24 3 Changes in Rates Subject to Regulatory Commission
o5 APPIOVAL ..o 42
26 b A ons e A A e 42
27 5 Retention of JUriSAiCtON .............cccoveiiuieieeeceieeeeee e 43
28 6 Tax Consequences of the Plan...........c.cceoeioeeeoeeeeeeeeeeeeeee e 45
616785.1 iv TABLE OF CONTENTS




o
|
1
x
Og 3
Sipeis
jo
C 258
TR ags
— gE~
OTiex
255t
X 0O
'O - o
clsas
SoPLs
%c;\,g
I
ggoN
e
> [
(0]
IS
)

Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

O ©O© 0o N o o b~ w N -

N DN DND N D DN MDD N e e e e
oo N o o0 A WO N~ O © 0O N o o B W DN -

Main Document  Page 6 of 199

TABLE OF CONTENTS (cont.)
Page
7. Exemption from Transfer Taxes.......cccoooeveviiiiiiiiiieieieeeeeeee 46
IV.  CONFIRMATION REQUIREMENTS AND PROCEDURES............cccciieeiiiiieees 46
A. Who May Vote or ODJECE .........cooiiiiiii e, 46
1. Who May Object to Confirmation of the Plan.................................. 46
2. Who May Vote to Accept/Rejectthe Plan..........ccccccceeeeeiiiiiiiiinnnnn. 47
a. What Is an Allowed Claim/Interest .............cccceeeiiiiiiiininnn. 47
b. What Is an Impaired Claim/Interest..............ccooovvviiiiieeenen. 47
3. Who is Not Entitled to Vote..........coooviiiiiiiiiiiiiee 48
4. Who Can Vote in More Than One CIass.........ccccccoviiiiiiiiiiieniinnnns 48
5. Votes Necessary to Confirmthe Plan..............cccoooooiiiieee, 49
6. Votes Necessary for a Class to Acceptthe Plan ..............cceeeee. 49
7. Treatment of Nonaccepting Classes.........cccooovveviiiiiiieieieeeeeee, 49
8. Request for Confirmation Despite Nonacceptance by
Impaired ClasSes.........ouvuuiiiiiiieieeeeece e 50
B. Liquidation ANAIYSIS........couuuiiiiiiiie et 50
C. FEasibility ......ooieie s 51
V. EFFECT OF CONFIRMATION. ....coiiiiiiie e 52
A. D] 1 = o PSPPI 52
B. Revesting of the ASSEtS........oooviiiiiiie e 53
C. Exculpation and Releases...........coooviiiiii i 54
D. Modification of the Plan ... 54
E. Post-Confirmation Status Report............oooiiiiiiiiiice e, 54
F. QUAEITY FEES...coiiiiiiiiieieeeeeeeeeeee e 54
G. Post-Confirmation Conversion/Dismissal ............c..eeeeiiiiiiiiiiiiiiiiieeeeeeeee 55
H. FINGI DECIEE ... 55
TABLE OF DEFINITIONS ... ..ottt e s e e e neeeee e 56
616785.1 v TABLE OF CONTENTS




rok, LLP

002

T4 O

Costa Mesa, California 9262
Tel 714-966-1000 Fax 714-966-

Weiland, Golden

Smiley, Wang Ekvall & S

650 Town Center Drive, Suite

Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

O ©O© 0o N o o b~ w N -

N DN DND N D DN MDD N e e e e
oo N o o0 A WO N~ O © 0O N o o B W DN -

Main Document  Page 7 of 199

Boundary Bay Capital, LLC, debtor and debtor-in-possession ("Debtor"), provides

this Disclosure Statement Describing Chapter 11 Plan (the "Disclosure Statement") to

creditors, pursuant to § 1125 of the Bankruptcy Code, in connection with the solicitation of
acceptances of its Chapter 11 Plan (the "Plan") filed with the United States Bankruptcy
Court for the Central District of California (the "Court") in the above-captioned chapter 11
bankruptcy case (the "Case").

l. INTRODUCTION

The Case was commenced by the filing of a voluntary chapter 11 petition under the

United States Bankruptcy Code (the "Bankruptcy Code" or "Code"), 11 U.S.C. §§ 101 et

seq., on or about March 28, 2011 (the "Petition Date").

Chapter 11 allows debtors, and, under some circumstances, creditors and other
parties in interest to propose a plan. A plan may provide for a debtor to reorganize by
continuing to operate, to liquidate by selling assets of the estate, or a combination of both.
The Debtor is the proponent of the Plan, which was sent to you in the same envelope as
this document. THE DOCUMENT YOU ARE READING IS THE DISCLOSURE
STATEMENT FOR THE ENCLOSED PLAN.

The Plan is a reorganizing plan. As described in detail below, creditors holding
unsecured claims (Allowed General Unsecured Claims) will become the new owners of
the Debtor (and all the equity interests of the current owners will be terminated). Secured
creditors will be paid through the surrender or sale of their collateral or through payments
over time, in some cases on a restructured basis. The payments under the Plan will be
funded through the proceeds of a post-petition loan, sales of assets, and funds generated
through operations. The Debtor will make periodic distributions to creditors (as equity
holders of the Reorganized Debtor) as net proceeds become available ("Equity
Distributions").

The Debtor believes that, in the absence of the chapter 11 reorganization and the
confirmation of the Plan, the Debtor's assets would be liquidated at substantially

discounted prices, leaving much less to pay creditors. The Plan, on the other hand,
616785.1 1 DISCLOSURE STATEMENT
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allows the Debtor to maximize the return to creditors through the orderly administration of
its assets. For example, the real property assets being sold will be sold over sufficient
time periods to generate the highest potential recoveries (and not "fire sale" prices). The
Debtor will continue to collect its good receivables (and will not have to liquidate them on
a discounted basis). As to loans owned by the Debtor that are in default, the Debtor may
take possession of the collateral and then monetize it for the benefit of creditors. In
furtherance of this process, the Debtor will address the current challenges impacting the
assets, such as pending litigation, which if not resolved will severely undermine the value
of the assets available for distribution.

In sum, the Debtor believes that the Plan will provide the greatest potential
recovery for creditors through maximizing the returns on the assets.

The Effective Date of the Plan will be the first Business Day that is fourteen (14)

days after the entry of an order confirming the Plan (the "Confirmation Order"), provided

there has been no order staying the effectiveness of the Confirmation Order.

A. The Purpose of This Document

This Disclosure Statement summarizes what is in the Plan, and tells you certain
information relating to the Plan and the process the Court follows in determining whether
or not to confirm the Plan.
READ THIS DISCLOSURE STATEMENT CAREFULLY IF YOU WANT TO KNOW
ABOUT:
1. WHO CAN VOTE ON OR OBJECT TO THE PLAN;
2. WHAT THE TREATMENT OF YOUR CLAIM IS UNDER THE PLAN (i.e.,
what you will receive on account of your claim if the Plan is confirmed), AND
HOW THIS TREATMENT COMPARES TO WHAT YOUR CLAIM WOULD
RECEIVE IN LIQUIDATION IN CHAPTER 7;

3. THE HISTORY OF THE DEBTOR AND SIGNIFICANT EVENTS DURING
THE BANKRUPTCY CASE;

616785.1 2 DISCLOSURE STATEMENT
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4. WHAT THE COURT WILL LOOK AT TO DECIDE WHETHER OR NOT TO
CONFIRM THE PLAN;
5. WHAT IS THE EFFECT OF CONFIRMATION; AND
6. WHETHER THIS PLAN IS FEASIBLE.
This Disclosure Statement cannot tell you everything about your rights. You should
consider consulting your own lawyer to obtain more specific advice on how the Plan will
affect you and what is the best course of action for you. Weiland, Golden, Smiley, Wang

Ekvall & Strok, LLP ("Weiland Golden"), general insolvency counsel for the Debtor does

not represent you.

Be sure to read the Plan as well as the Disclosure Statement. If there are any
inconsistencies between the Plan and the Disclosure Statement, the Plan provisions will
govern.

The Code requires that a disclosure statement contain "adequate information”
concerning the Plan. By order entered on , 2011, the Court approved this
document as an adequate Disclosure Statement, containing enough information to enable
parties affected by the Plan to make an informed judgment about the Plan. Any party can
now solicit votes for or against the Plan.!

B. Deadlines for Voting and Objecting; Date of the Plan

Confirmation Hearing

THE COURT HAS NOT YET CONFIRMED THE PLAN DESCRIBED IN THIS

DISCLOSURE STATEMENT. IN OTHER WORDS, THE TERMS OF THE PLAN ARE
NOT YET BINDING ON ANYONE. HOWEVER, IF THE COURT LATER CONFIRMS
THE PLAN, THEN THE PLAN WILL BE BINDING ON THE DEBTOR AND ON ALL
CREDITORS AND INTEREST HOLDERS IN THIS CASE.

! The Disclosure Statement has not yet been approved. A hearing on the approval of the Disclosure
Statement will take place on October 6, 2011.

616785.1 3 DISCLOSURE STATEMENT
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1. Time and Place of the Confirmation Hearing
The hearing where the Court will determine whether or not to confirm the Plan will
take placeon ;20 ,at_: .m.in Courtroom 5D of the Ronald Reagan Federal
Building and United States Courthouse located at 411 West Fourth Street, Santa Ana,
California 92701.
2. Deadline for Voting for or Against the Plan
If you are entitled to vote, it is in your best interest to timely vote on the enclosed
ballot and return the ballot in the enclosed envelope to Weiland, Golden, Smiley, Wang

Ekvall & Strok, LLP, attn: Hutchison B. Meltzer, Esq. and Claudia Yoshonis, 650 Town

o © 0o N o o b~ w DN

-_—

Center Drive, Suite 950, Costa Mesa, California 92626.

-_—
—

Your ballot must be received no later than 5:00 p.m. (Pacific Standard Time)

, 2011 or it will not be counted.

rok, LLP
—
N

002

T4 O

N
w

3. Deadline for Objecting to the Confirmation of the Plan

—
~

Objections to the confirmation of the Plan must be filed with the Court and served

upon counsel for the Debtor so as to be received on ___, 2011.

Costa Mesa, California 9262

Tel 714-966-1000 Fax 714-966-
—
()]

Weiland, Golden

Smiley, Wang Ekvall & S

650 Town Center Drive, Suite

N
(o)}

4, Identity of Person to Contact for More Information

—_—
~

Regarding the Plan

N
oo

Any interested party desiring further information about the Plan should contact

N
©

Hutchison B. Meltzer or Beth E. Gaschen of Weiland, Golden, Smiley, Wang Ekvall &

N
o

Strok, LLP, by phone at (714) 966-1000 or by e-mail at hmeltzer@wgllp.com or

N
=

bgaschen@wgllp.com.

N
N

C. Disclaimer

N
w

The financial data relied upon in formulating the Plan is based on the financial

N
~

records of the Debtor, projections created by the Debtor, or information provided by other

N
($)]

parties in interest. The professionals employed by the Debtor drafted the Plan and the

N
(e))

Disclosure Statement based on this information and have no independent knowledge

N
~

regarding the accuracy of the data. The Court has not yet determined whether or not the

N
oo
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Plan is confirmable and makes no recommendation as to whether or not you should

support or oppose the Plan.

. BACKGROUND
A. Description and History of the Debtor's Business
1. General Background

The Debtor was formed in September, 2004, for the purpose of originating loans
secured by real estate. The Debtor's primary assets are secured notes. The Debtor also
owns some real property which it obtained through foreclosures on its collateral. The
Debtor is not making any new loans.

2. The LV Secured Notes
The Debtor's primary assets include interests in three notes ("LV Notes") secured

by first, second, and third position trust deeds ("LV Trust Deeds") on certain real property

in Clark County, Nevada ("LV Property") (The LV Property is undeveloped land, which the

Debtor estimates to have a value of approximately $14,000,000). There are liens against

the first and second position LV Notes and LV Trust Deeds to secure the Debtor's

prepetition borrowings. As described below, these liens exceed the estimated current

value of the LV Property. The Debtor's interests in the LV Notes and LV Trust Deeds are:
a. The 1°' LV Note and Deed of Trust

The Debtor owns a 100% interest in a note dated November 2, 2006 ("1%' LV Note")
in the approximate amount of $4,692,600 (original principal amount was $4,000,000)
executed by BV Land Company, LLC ("BV Land"). The 1% LV Note is secured by a first
position deed of trust ("1%' LV DOT") against the LV Property.

Prepetition, the Debtor borrowed $160,000 pursuant to an 8% Secured Promissory
Note in favor of various parties. The 8% Secured Promissory Note is secured by a first

position lien on the 1% LV Note.

616785.1 5 DISCLOSURE STATEMENT
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b. The 2™ LV Note and Deed of Trust

The Debtor owns a 24.1173% interest in a second position deed of trust on the LV
Property ("2" LV DOT") securing a total obligation of $19,076,316.63 (with the Debtor's
portion being $4,600,692.45)% ("2™ LV Note").

Prepetition, in October, 2009, Enhanced Income Fund |, LLC ("Enhanced Income")

received a note ("Enhanced Income Note") in connection with the Debtor's purchase of
Enhanced Income's investment in Heritage ORCAS. The Enhanced Income Note is
secured by a first position lien against the Debtor's interest in the 2" LV Note and a lien
on the Debtor's interest in Heritage Orcas until such time when Enhanced Income is
granted a first trust deed on specific LV Property parcels in accordance with the Enhanced
Income Security Agreement No. 1. The current balance of the Enhanced Income Note is
approximately $3,722,833.36. Pursuant to the Enhanced Income Security Agreement No.
1, Enhanced Income may also have rights with respect to any foreclosure by the Debtor
on the 1st DOT.

. The 3 LV Note and Deed of Trust

The Debtor also owns a 16.7189% interest in a third position deed of trust on the
LV Property ("3 LV DOT") securing a total obligation of $13,322,143.26 (with the
Debtor's portion being $2,227,315.81) ("3 LV Note"). There is no lien on the Debtor's
interest in the 3" LV DOT. The Debtor estimates that, while it will receive proceeds (or
collateral that will then be converted into proceeds) from its interests in the 15 LV Note
and the 2" LV Note, its interest in the 3" LV Note likely has no value due to the
decreased value of the collateral.

Section Ill.E.3 below and Exhibit "1" set forth what the treatment of the holders of
the 15! LV Note and the 2™ LV Note will be if the Debtor forecloses on the LV Property.

% The other interests in the 2" LV Note are held by related entities.

616785.1 6 DISCLOSURE STATEMENT
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3. Other Secured Notes Owned by the Debtor
a. Lots 1-6, 23, LLC Secured Notes

The Debtor also owns a 5.97% fractional, undivided interest in a $40,000,000 first-
position secured note against Lots 1-6, 23, LLC secured by 21.2 acres of vacant land in
Clark County, Nevada. Based upon the Debtor's fractional, undivided interest, the Debtor
estimates the value of the collateral associated with the Debtor's interest to be
approximately $152,807.

b. SV Assets, LLC Secured Note

The Debtor owns a 2% fractional, undivided interest in a $40,000,000 first-position
secured note against SV Assets, LLC secured by 4.84 acres of vacant land in Henderson,
Nevada. Based upon the Debtor's fractional, undivided interest, the Debtor estimates the
value of the collateral associated with the Debtor's interest to be approximately $51,700.

C. Odyssey Equity, LLC Secured Note

The Debtor owns a 3.988% fractional, undivided interest in a $25,000,000 first-
position secured note against Odyssey Equity, LLC secured by vacant land in Henderson,
Nevada.® Based upon the Debtor's fractional, undivided interest, the Debtor estimates the
value of the collateral associated with the Debtor's interest to be approximately $176,242.

d. Junior Trust Deeds Secured by Residential Real

Property

Moreover, the Debtor holds the following notes secured by junior trust deeds on
certain residences located in Riverside County. The Debtor estimates that the value of

the collateral exceeds the total of the first-priority trust deeds.

® The Debtor and other related entities have placed a lis pendens against an office building adjacent to
these vacant parcels. In or around June 2007, two other adjacent buildings also had lis pendens, that when
sold, resulted in a pay down on this loan. The ultimate recovery on this loan could exceed the forecast if
and when the building is sold for an amount greater than the liens and if the lis pendens withstands possible
future litigation.
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4, Debtor's Interest in Real Property
The Debtor also owns interests in real property which it obtained pursuant to
foreclosures on secured notes:

a. Dana Point Property

The Debtor owns a 29.5048% interest in the real property located at 34311 Pacific

Coast Highway, Dana Point, California (the "PCH Property"). The PCH property is a
vacant parcel consisting of approximately 1.45 acres located at the southeast corner of
Pacific Coast Highway and Del Obispo Ave. in Dana Point, California. The PCH Property
is significantly overencumbered.

North of the parcel is a Union 76 Station which is undergoing a Remediation Plan
conducted by URS Corporation ("URS") on behalf of ConocoPhillips. This Remediation
Plan is overseen by the Orange County Health Care Agency. The owners of the PCH
Property have granted access to URS to drill ground water testing wells to measure
possible ground water migration. The City of Dana point has begun testing for a
desalinization plant which will pull water from the ocean. URS has installed an ozone
injection system on the property to treat ground water migration. There has been no
indication that the ground water migration will impact development of the site.

b. Murrieta Property

The Debtor owns 9.13 acres of real property located at Washington & Nutmeg, in
Murrieta, California, described legally as assessors ID 90602009-5 (the "Murrieta
Property"). The Debtor estimates the value of the Murrieta Property to be approximately
$1,250,000. Charles Dunn Capital, LLC ("Charles Dunn") holds a first position lien against

the Murrieta Property securing a claim of approximately $259,430.56 and Enhanced
Income holds a second position lien in the approximate amount of $531,833.34.
5. The Debtor's Other Assets

a. Unsecured Receivables

The Debtor also owns unsecured receivables against various parties described in

Exhibit "2". The total amount of these receivables is approximately $561,59754.
616785.1 8 DISCLOSURE STATEMENT
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b. Equity Interests

The Debtor owns a limited partnership interest in a related entity, Heritage ORCAS
Partners, LP, which was also in the business of making real estate loans. The Debtor
estimates the value of these interests to be approximately $1,019,346.31.

C. Litigation Claims

(1) Malpractice Claim
The Debtor has a claim for legal malpractice against its former counsel. An action

("Malpractice Action") was filed on June 8, 2011, naming Glaser, Weil, Fink, Jacobs,

Howard, Avachen & Shapiro, LLP the successor entity to Christiansen, Miller, Glaser,

Fink, Jacobs, Weil & Shapiro, LLP, among other defendants ("Malpractice Defendants").

Malpractice Defendants have done legal work for the Debtor and other entities. In
addition to other work, the Malpractice Defendants advised the Debtor with respect to the
preparation of an Offering Circular. The Malpractice Action relates to certain non-
disclosures in the Offering Circular, based on Defendants' advice, which have lead to the
Rafael Litigation and other potential liability. The Debtor and the Malpractice Defendants
are entering into a tolling agreement and are attempting to settle their disputes.

d. Title Insurance Claims

In connection with the Receivership Action, described more fully below, the Debtor
tendered to its title insurance companies several claims relating to the defense of the
validity of a lien, the priority of a lien, and access to a piece of real property. These claims
have been denied by the title insurance companies, but the Debtor reserves the right to

pursue those claims in the future.*

* The denial by the insurance company was not necessarily because of the validity of the claim or the
liability of the insurance company, but could have related to whether or not the claim was ripe.
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6. The Debtor's Unsecured Liabilities

a. Unsecured Notes

The Debtor's loans were funded primarily by the Debtor's borrowing pursuant to
certain unsecured notes ("Notes"). The total amount of the claims of the holders of the
Notes ("Note Holders") is approximately $43,993,502.68.

Effective December 31, 2008, the Debtor entered into an Asset Purchase
Agreement and Assignment and Assumption Agreement with Covenant Capital, LLC and
Covenant Bancorp, Inc., with the Debtor acting as the remaining entity. A copy of the
Asset Purchase Agreement and Assignment and Assumption Agreement is attached as
Exhibit "3."

b. Other Unsecured Debt

The Debtor also has other unsecured debt for goods and services used in
connection with its operations, as well as insider claims. The total amount of the other
unsecured debt is approximately $2,105,800.35 which includes the Orange County
Business Bank loan discussed below. The claims are described in Exhibit "4".

C. Orange County Business Bank

Orange County Business Bank ("OCBB") made a loan to the Debtor secured by

real property located on Ventura Blvd., in Sherman Oaks, California ("Ventura Property").

The Ventura Property was subsequently transferred to a related entity, Covenant
Opportunity Fund, for consideration. However, the Debtor is still liable under the loan
documents. The current balance of the loan is approximately $816,514.24. The Debtor
expects that the OCBB loan will be paid by Covenant Opportunity Fund and/or from the
Ventura Property.

d. Litigation Claims

(1) Rafael Arbitration
As discussed further below, a Note Holder, Maureen Rafael ("Rafael"), pursuant to

a pending arbitration proceeding, is asserting a claim of over $1,000,000.

616785.1 10 DISCLOSURE STATEMENT
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(2)  Wing Receiver
As discussed further below, Robert Wing, the federal receiver ("Receiver") of
Vescor, an entity which the Debtor had entered into transactions with, filed a fraudulent
transfer action against the Debtor and other defendants in the United States District Court,

District of Utah, Case No. 2:08-cv-00835 DB ("Receivership Action"). Subsequently, the

Receiver filed a motion for summary judgment seeking to avoid and invalidate the Apex 1-
6/23, Siena Vista and Siena Office Park liens against the LV Property, portions of which
are owned by the Debtor, and seeking an unspecified monetary award.> The summary
judgment motion was denied in December 2010.

The Receiver has also filed a fraudulent transfer action against BV Land Company,
an affiliate of the Debtor, who owns the membership interests of the LLC's which own the
LV Property in the United States District Court, District of Utah, Case No. 2:09-cv-1057

("BV_Land Action"). The Receiver recently requested, and was granted, an extension of

time for discovery to appraise the LV Property as of the date of acquisition in 2006.

B. Principals/Affiliates of the Debtor's Business

The current members of the Debtor are Covenant Management Group, LLC and
Heritage Capital Management, LLC. The Debtor's affiliates include Covenant Opportunity
Fund, LLC, a California limited liability company; Cartwright Properties, LLC, a California
limited liability company;® Birch Bay Partners, LP, a Washington limited partnership, Echo
Bay Partners, LLC, a California limited liability company, BV Land, LLC, a Nevada limited
liability company; Heritage Orcas Partners, Limited Partnership, a Nevada limited

partnership; and Heritage Orcas VL Partners, L.P., a Delaware limited partnership.

® In or around February 2008, an entity related to the Debtor negotiated control of the Loan
Management Agreement for Apex 1-6, 23, Siena Vista, and Odyssey Equity (Siena Office Park). This entity
began to foreclose on the properties shortly thereafter. The appointment of the Receiver stayed these
actions. The stay was appealed to the Tenth Circuit Court of Appeals and was upheld, preventing the
foreclosure.

®  Cartwright Properties, LLC, filed a voluntary chapter 11 petition on June 9, 2010, case no. 8:10-bk-

17823-RK. The case has been dismissed at the request of the debtor.

616785.1 11 DISCLOSURE STATEMENT
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C. Management of the Debtor Before and After Bankruptcy

Prior to the commencement of the Case, Heritage Capital Management, LLC
managed the Debtor and the Properties and has continued to manage them post-petition.’

D. Events Leading to Chapter 11 Filing

Due to the general downturn in the real estate market, a substantial portion of the
Debtor's loans stopped performing. Once the loans stopped performing, the Debtor in
some cases initiated foreclosure proceedings with respect to its collateral and had to bear
related costs (including in connection with the chapter 11 proceedings of borrowers). The
Debtor depleted liquid assets by making cash payments of interest and principal to both
current and previous secured debt holders, as well as cash payments of interest and
principal to Note Holders. The Debtor then had to bear the ongoing expense of non-
income producing properties after such foreclosures. Further, interest payments due to
the Note Holders continued to accrue while the value of the Debtor's collateral and real
property (REO) continued to decline. As a result, the Debtor was not able to make the
payments due to the Note Holders. Further, the Debtor had to expend a significant
amount of funds on the pending litigation, described more fully below.

E. Significant Events During the Bankruptcy Case

1. Bankruptcy Proceedings
a. The Order for Relief

The Debtor filed a petition for relief under chapter 11 of the Bankruptcy Code on
March 28, 2011.

b. The Employment of Estate Professionals

By order entered on June 9, 2011, the Court authorized the employment of Weiland

Golden as the Debtor's general insolvency counsel.

" Heritage Capital Management, LLC and Covenant Management Group, LLC manage and operate
various other funds which may, under certain circumstances, present a potential conflict of interest.

616785.1 12 DISCLOSURE STATEMENT
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C. The Claims Bar Date

At the chapter 11 status conference on April 27, 2011, the Court fixed July 15, 2011
(the "Bar Date") as the last date to file Proofs of Claim for all creditors. The Debtor served
all creditors and parties in interest with the Bar Date Notice on May 11, 2011.

d. The Debtor's Schedules, Interim Statements, and

Operating Reports

The Debtor believes that the Estate is in compliance with the requirements under
11 U.S.C. §§ 521, 1006 and 1107, and the applicable Guidelines of the Office of the
United States Trustee ("OUST"). On April 11, 2011, the Debtor filed its bankruptcy
schedules (the "Schedules") and statements of financial affairs ("SOFA"). On May 10,

2011, the Debtor filed amended schedules ("First Amended Schedules"). On July 27,

2011, the Debtor filed further amended Schedules ("Second Amended Schedules"). The

Debtor has prepared and submitted Monthly Operating Reports ("MOR") for the Estate
through July, 2011. The Debtor is current on the quarterly fees owed to the OUST.

e. DIP Financing

The Debtor may file a motion for approval of debtor-in-possession borrowing. The
Debtor may also borrow additional funds post-confirmation. The Debtor anticipates that
this post-confirmation borrowing will be on the same or substantially similar terms as the
treatment of Class 1(a) below. The proceeds of this borrowing ("DIP Loan") will be used
solely for the Debtor's operations and reorganization. The Debtor may engage securities
counsel to advise it with respect to the DIP Loan or post-confirmation borrowing.

Crucial to the success of the reorganization is the Debtor obtaining cash to fund its
operations and reorganization. The Debtor contemplates an infusion of cash in the form
of a membership distribution from a loan obtained by an affiliate on the LV Property.
However, the Debtor reserves the right to seek alternative sources of cash in the form of
the DIP Loan or post-confirmation financing. If administrative expenses significantly
increase, due to litigation or otherwise, beyond what the Debtor currently forecasts, the

Debtor believes obtaining financing may be more difficult. Failure to obtain the DIP and
616785.1 13 DISCLOSURE STATEMENT
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post-confirmation financing may result in the Plan not being feasible. Further, if the
proceeds of this financing, even if obtained, have to be used for significantly greater
administrative expenses than is forecasted, the Plan may not be feasible or the assets
may have to be sold sooner in the current difficult real estate market resulting in a
decreased return to creditors.

f. LV Property Taxes

Property taxes with respect to the LV Property had to be paid by June 1, 2011, or
the taxing authority would deed the LV Property as the first step to a foreclosure sale.
Accordingly, in order to protect the value of its collateral, the Debtor filed a Motion for
Order Authorizing the Debtor to: (1) Incur Debtor Pursuant to 11 U.S.C. § 364(d); and (2)
Enter into Transactions Outside the Ordinary Course of Business Pursuant to 11 U.S.C.

§ 363. On May 31, 2011, the Court approved the motion with respect to the taxes and the
Debtor made the payment.

g. The Appointment of the Official Committee of

Unsecured Creditors

On April 22, 2011, the OUST appointed an official committee of unsecured
creditors ("Committee"). On July 29, 2011, the OUST appointed two additional members
to the Committee. On August 16, 2011, the OUST replaced one member of the
Committee. On August 25, 2011, the OUST replaced the latest member. The members
of the Committee are as follows: Albert Wazlak; Roy and Dorothy Callison Joint Trust;
Harrington Construction Co., Inc.; Lynell Burmark; and Andrea Jupina. The Debtor
expects that an application to employ counsel for the Committee will be filed prior to the
hearing to approve the Disclosure Statement.

2. Other Legal Proceedings
The Debtor is a defendant in certain non-bankruptcy legal proceedings commenced

pre-petition, as described below.

616785.1 14 DISCLOSURE STATEMENT
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a. Wing Receivership

Robert Wing, the Receiver of Vescor, an entity which the Debtor had entered into
transactions with, filed a fraudulent transfer action against the Debtor and other
defendants in the United States District Court, District of Utah, Case No. 2:08-cv-00835
DB. Subsequently, the Receiver filed a motion for summary judgment seeking to avoid
and invalidate the Apex 1-6/23, Siena Vista and Siena Office Park liens against the LV
Property, portions of which are owned by the Debtor, and seeking an unspecified
monetary award. The Debtor vigorously disputes the allegations. The Receiver's motion
for summary judgment was denied in December 2010. There has been no activity in the
case since this ruling.

The Receiver has filed a fraudulent transfer action against BV Land Company, an
affiliate of the Debtor, who owns the membership interests of the LLC's which own the LV
Property in the United States District Court, District of Utah, Case No. 2:09-cv-1057 ("BV
Land Action"). The Receiver recently requested, and was granted, a two month (from July
1 to September 1) extension of time for the filing of an expert report to appraise the LV
Property as of the date of acquisition in 2006. The Debtor is not a party to this action, but
it may affect the Debtor's collateral.

b. Rafael Arbitration

A Note Holder, Rafael, commenced litigation in the San Diego Superior Court
related to the non-payment of her Note in June 2010. In or about March, 2011, Rafael
alleged that the over 20 year old conviction of principal Jerry Smith for securities fraud
should have been disclosed in the applicable Private Placement Memorandum ("PPM").
The Debtor disputes these allegations. Further, the conviction had been disclosed in a

prior PPM and was not included in any subsequent PPM based on the advice of counsel.?

8 As expressly provided in the Heritage Capital Partners, LP Offering Memorandum: "In 1989, Mr. Jerry
D. Smith was convicted of two counts of grand theft under California Penal Code section 487 and two
counts of securities fraud under Corporations Code section 25401. Count one arose from a real estate
venture and related to monies which were purportedly invested without the permission of some investors.
Count two centered around the same investor funds which were co-mingled in a general account rather than
segregated into a separate account titled in the name of the real estate venture. Count three involved a
(Continued...)
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The Debtor has never intended to hide the conviction and disputes any allegations to the
contrary.

This matter has been assigned to arbitration. The arbitration has been stayed with
respect to the Debtor by the filing of the Case. The arbitration is scheduled to begin
November 14, 2011. Recently, Rafael filed a Motion for Summary Disposition on her
Sixth Cause of Action for Violation of California Corporations Code § 25401 seeking
recession against non-debtors Heritage Orcas Partners, LP, Covenant Management
Group, LLC, Heritage Capital Management, LLC, David T. Lawlor and Jerry D. Smith. On
June 13, 2011, Rafael's motion was denied as there remain triable issues of fact.

C. DOC Cease and Desist

In mid 2008, the principals of the Debtor learned the Department of Corporations
("DOC") issued a Cease and Desist Order in 2000 requiring Covenant Group to cease and
desist from the sale of securities unless the prior conviction of Jerry D. Smith was
disclosed. This order was produced in the litigation with the Wing Receiver. This order
does not prevent the Debtor from continuing to manage its assets. In September 2010,
the Debtor received a general subpoena from the DOC and the Debtor produced
responsive documents in January, 2011.

d. PCH Property

The Debtor is also involved in litigation with CBT related to a pending foreclosure
proceeding against PCH.
3. Actual and Projected Recovery Avoidance Actions and
Causes of Action
Attached hereto as Exhibit "5" are the lists that the Debtor attached to its SOFA of

all payments made to creditors during the 90-day period and insiders during the one year

(...Continued)

representation by Mr. Smith that he had received a BA degree and had done some graduate work at USC
when he had not done so. Count four related to a separate investment involving the acquisition of a
Bakersfield vineyard where, upon the sale of the vineyard, investors received a sum less than they had
expected to collect. In November, 1989, the California Court of Appeal in the Second District affirmed the
conviction on all four counts in a split decision. (263 Cal.Rptr. 684, 215 Cal.App.3d 230)."
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period prior to the Petition Date. The Debtor does not intend to pursue any Avoidance
Actions.
The Committee will continue after the Effective Date solely to prosecute avoidance

actions against the Debtor's insiders ("Insider Avoidance Actions"), if appropriate. The

Committee will be vested with, and serve as representative of the Debtor's Estate with
respect to the Insider Avoidance Actions. The Committee is authorized to hire
professionals on a contingency fee basis to assist in pursuing the Insider Avoidance
Actions. The Debtor will provide the Committee with $10,000 on the Effective Date and
$10,000 per year thereafter to be used in connection with general administrative
expenses.
4, Procedures Implemented to Resolve Financial Problems

The Debtor's financial problems primarily relate to its inability to perform under the
terms of the Notes due to the downturn in the real estate market. Once the loans stopped
performing, the Debtor in some cases initiated foreclosure proceedings with respect to its
collateral and had to bear related costs (including in connection with the chapter 11
proceedings of borrowers). The Debtor depleted liquid assets by making cash payments
of interest and principal to both current and previous secured debt holders, as well as
cash payments of interest and principal to Note Holders. The Debtor then had to bear the
ongoing expense of non-income producing properties after such foreclosures. Further,
interest payments due to the Note Holders continued to accrue while the value of the
Debtor's collateral and real property (REO) continued to decline. As a result, the Debtor
was not able to make the payments due to the Note Holders. Further, the Debtor had to
expend a significant amount of funds on pending litigation. The Debtor is resolving these
issues by reforming its capital structure, specifically by converting its unsecured debt
(including that held by the Note Holders) into equity in the Reorganized Debtor.

In order to ensure the maximum return to creditors (i.e., the New Equity Holders),

the Debtor will sell certain assets, continue to collect receivables, and, in some cases,
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obtain possession of and then monetize its collateral for the benefit of creditors. The
Debtor will make periodic Equity Distributions to creditors.
5. Current and Historical Financial Conditions

The Debtor's assets and their value are more specifically identified in the liquidation
analysis in Section IV.B. below. Copies of the Debtor's balance sheets and financial
statements from October 2010 through March 2011 are attached as Exhibit "6" and the
Debtor's MOR's filed during the case are attached as Exhibit "7".
1. SUMMARY OF THE PLAN

The following is a summary of the material provisions of the Plan.

A. Overview of the Plan

The Debtor believes that, in the absence of the Plan, the Debtor's assets would be
liquidated at substantially discounted prices. The Plan allows the Debtor to maximize the
return to creditors through the orderly administration of the assets. For example, real
property assets will be sold over a time period which will result in the highest potential sale
prices (and not at "fire sale" prices). The Debtor will continue to collect its receivables
(and not liquidate them on a discounted basis). As to loans that are in default, the Debtor
will take possession of and then monetize the collateral for the benefit of creditors. In
furtherance of this process, the Debtor will address the current challenges impacting the
assets, such as pending litigation, which if not resolved will severely undermine the value
of the assets available for distribution. The Debtor will make periodic Equity Distributions
to creditors (as equity holders of the Reorganized Debtor) as proceeds become available.
In sum, the Debtor believes that the Plan will provide the greatest potential recovery for
creditors through maximizing the returns on the assets.

Unless otherwise expressly stated in the Plan, the treatment of Allowed Claims and
allowed interests under the Plan supersedes any agreements or rights the Holders of
those Claims or Interests may have in or against the Debtors or their assets and is in full
satisfaction of the legal, equitable, and contractual rights of the Holders of the Claims or

Interests.
616785.1 18 DISCLOSURE STATEMENT
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Unless the Plan provides otherwise, no Distributions will be made and no rights
retained on account of any Claim or Interest that has not become an Allowed Claim or
allowed interest.

B. What Creditors and Interest Holders Will Receive Under the

Proposed Plan

As required by the Bankruptcy Code, the Plan classifies Claims and Interests in
various Classes according to their right to priority. The Plan states whether each Class of
Claims or Interests is impaired or unimpaired. The Plan provides the treatment each
Class will receive. In no event shall any creditor receive more than the creditor's Allowed
Claim, plus interest, to the extent provided herein.

C. Unclassified Claims

Certain types of Claims are not placed into voting classes but are instead
unclassified. They are not considered impaired and they do not vote on the Plan because
they are automatically entitled to certain treatment under the Bankruptcy Code.
Accordingly, the following Claims have not been placed into a Class:

1. Administrative Expenses

Administrative Claims are Claims for costs or expenses of administering the
Debtor's Case which are allowed under § 507(a)(2) of the Bankruptcy Code. The
Bankruptcy Code requires that all Allowed Administrative Claims be paid on the Effective
Date of the Plan, unless a particular claimant agrees to a different treatment. The
following charts list all of the Debtor's § 507(a)(2) unpaid Administrative Claims and their

treatment under the Plan:

Non-Professional Administrative Claims

Description Estimated Amount Owed Treatment

Unless the Debtor objects to an
Ordinary-Course Administrative
Claim, the Claim will be Allowed in
accordance with the terms and
conditions of the particular transaction
that gave rise to the Ordinary-Course
Administrative Claim, and the Person
holding the Ordinary-Course
Administrative Claim need not File
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Non-Professional Administrative Claims

Description

Estimated Amount Owed

Treatment

any Request for Payment of its Claim.

Non-Ordinary Course
Administrative Claims

$0.00

To the extent that any Non-Ordinary-
Course Administrative Claims are
Allowed, they will be paid in full by the
Debtor on the later of (i) the Effective
Date, and (ii) the date that is ten (10)
Business Days after the Court enters
a Final Order allowing the Non-
Ordinary-Course Administrative
Claim.

Clerk's Office Fees

$0.00

Paid in full on or before the Effective
Date.

Office of the United States
Trustee Fees

$0.00

Paid in full on or before the Effective
Date.

Administrative Tax Claims

$0.00

Unless the Debtor objects to an
Administrative Tax Claim or otherwise
disputes the Administrative Tax Claim
in accordance with applicable law, the
Claim will be Allowed in accordance
with the terms and conditions of the
particular transaction that gave rise to
the Administrative Tax Claim, and the
Person holding the Administrative Tax
Claim need not file any Request for
Payment of its Claim.

Any Allowed Administrative Tax Claim
will be paid in the ordinary course of
business, currently and timely as they
are incurred and billed, unless the
Debtor objects to or otherwise
disputes such Administrative Tax
Claim in accordance with applicable
law. In an event of default, and to the
extent such Administrative Tax Claim
is also secured, the payment thereof
will include all costs, fees, charges
and interest, if applicable, as required
under 11 U.S.C. §§ 506(b) and 511,
and applicable non-bankruptcy law.

Total

$0.00

Professional-Fee Claims

Description

Estimated Amount Owed

Treatment

Weiland Golden

$50,000.00

Paid in full on the later of (i) the
Effective Date, and (ii) the date that is
ten (10) Business Days after the
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Professional-Fee Claims

Description Estimated Amount Owed Treatment

Court enters a Final Order allowing
the Professional-Fee Claim.

Paid in full on the later of (i) the
Effective Date, and (ii) the date that is
ten (10) Business Days after the
Court enters a Final Order allowing
the Professional-Fee Claim.

The Law Office of Joel M. Pores | $0.00°

Paid in full on the later of (i) the
Effective Date, and (ii) the date that is

Counsel to the Committee $40,000.00 ten (10 Business Days after the Court
enters a Final Order allowing the
Professional-Fee Claim.

Total $90,000.00

The following applies to Administrative Claims:

a. Ordinary Course Administrative Claims

Unless the Debtor or other party-in-interest objects to an Ordinary-Course
Administrative Claim, the Claim will be deemed Allowed in accordance with the terms and
conditions of the particular transaction that gave rise to the Ordinary-Course
Administrative Claim, and the Person holding the Ordinary-Course Administrative Claim
need not File any Request for Payment of its Claim. However, any Request for Payment,
or Motion to allow a Claim as an Ordinary-Course Administrative Claim must be Filed with
the Court and served on counsel for the Debtor or the Reorganized Debtor, as the case
may be, and the OUST by no later than sixty (60) days after the Effective Date.

b. Non-Ordinary-Course Administrative Claims

A Non-Ordinary-Course Administrative Claim will be paid by the Debtor on the
Effective Date to the extent that prior to the Effective Date it has already been determined

to be an Allowed Non-Ordinary-Course Administrative Claim by the Court pursuant to a

° Pursuant to the application to employ, The Law Offices of Joel M. Pores will receive a flat fee of
$25,000, payable $15,000 upon execution of the agreement and $10,000 upon entry of an order of the Court
approving special counsel's employment. The Debtor is responsible for paying $7,500 of the flat fee and
while that portion remains unpaid, the Debtor anticipates making such a payment prior to the Effective Date.
After that special counsel will receive a contingency fee. As such, the Debtor does not anticipate owing any
fees to The Law Offices of Joel M. Pores as of the Effective Date. All of the terms of the employment of The
Law Offices of Joel M. Pores are set forth in the employment application which can be found on the case
docket at docket entry no. 59.
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Final Order. Any other Non-Ordinary-Course Administrative Claim will be paid by the
Debtor to the extent that it is allowed by the Court only if: (1) on or before sixty (60) days
after the Effective Date, the Person holding the Non-Ordinary Course Administrative Claim
both Files with the Court a Request for Payment of the Non-Ordinary-Course
Administrative Claim and serves the Request for Payment on counsel for the Debtor and
the OUST; and (b) the Court, in a Final Order, allows the Non-Ordinary-Course
Administrative Claim. Any party-in-interest, including, but not limited to, the Debtor, may
File an objection to such a Request for Payment within the time provided by the
Bankruptcy Rules or within any other period the Court establishes. Persons holding Non-
Ordinary-Course Administrative Claims who do not timely File and serve a Request for
Payment will be forever barred from asserting these Claims or sustaining any action
seeking payment in any forum or from any court deriving from these Claims against the
Estate, the Reorganized Debtor, the Debtor, or their property.

C. Professional-Fee Claims

A Professional-Fee Claim will be paid only if: (a) on or before forty-five (45) days
after the Effective Date (or such further date if extended by Court order), the Person
holding the Professional-Fee Claim both Files with the Court an application requesting
allowance and payment of the Professional-Fee Claim; and (b) the Professional-Fee
Claim is allowed by order of the Court (as to which fourteen (14) days has passed without
a stay of the enforcement or effectiveness of such order or, if a stay has been obtained,
such stay has lapsed or been dissolved). The Debtor or any other party-in-interest may
File an objection to such an application within the time provided by the Bankruptcy Rules
or within any other period that the Court establishes. Persons holding Professional-Fee
Claims who do not timely File and serve an application for allowance and payment will be
forever barred from asserting these Claims against the Estate, the Debtor, the
Reorganized Debtor, or their property.

As is indicated above, the Debtor estimates that it will need to pay Administrative

Claims totaling approximately $90,000 on the Effective Date, unless the claimant has
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agreed to be paid later or the Court has not yet ruled on the Claim. The Debtor expects
that it will have funds in excess of this amount on the Effective Date to make the
necessary payments.
2. Priority Tax Claims

Priority Tax Claims include certain unsecured income, employment and other taxes
described by Bankruptcy Code § 507(a)(8). The Bankruptcy Code requires that each
Holder of such a § 507(a)(8) Priority Tax Claim receive the present value of such Claim in
regular installment payments in Cash, over a period not exceeding five years from the
Petition Date, unless the Holder agrees to a different treatment. The following chart lists

all of the Debtor's known § 507(a)(8) Priority Tax Claims and their treatment under the

Plan:
Priority Tax Claims
Description Estimated Amount Owed Treatment
The Franchise Tax Board will be paid
Franchise Tax Board $800.00 in full on the Effective Date or as soon

as reasonably practicable thereafter.

The Franchise Tax Board will be paid
in full the allowed amount of its Claim
no more than five (5) years from the
entry of the Order for Relief. The

Franchise Tax Board (Covenant Claim shall accrue interest from the

Bancorp., Inc. 2008 Taxes) $93,576.80 Effective Date on the unpaid balance
of the Allowed Priority Tax Claim at the
rate required by 11 U.S.C. § 511 to
provide "present value" of the Allowed
Priority Tax Claim.

D. Classified Claims
1. Summary of Classes
Summary of Classes

Class Claimant(s)

1(a) Secured Claim of Parties to the 8% Secured Note — 1* Lien on 1°' LV Notes

1(b) Secured Claim of Enhanced Income Fund I, LLC — 1% Lien on 2" LV Notes

2(a) Secured Claim of Charles Dunn Capital, LLC — 2™ Lien on Murrieta Property

2(b) Secured Claim of Enhanced Income Fund I, LLC — 3™ Lien on Murrietta Property
2(c) Secured Claim of Riverside County Treasurer-Tax Collector — 1 Lien on Murrieta

Property
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Summary of Classes

Class Claimant(s)
3a Secured Claim of CBT — 2™ Lien on interest in PCH
3b Secured Claim of Orange County Treasurer-Tax Collector — 1% Lien on PCH Property
4 Secured Claim of Los Angeles County Treasurer-Tax Collector — Lien on Ventura
Property
5 Disputed Secured Claims
6 Priority Unsecured Claims — IRA Resources Inc. FBO Lisa Maulit
7 Priority Unsecured Claim — Los Angeles County Treasurer-Tax Collector
8(a) General Unsecured Claims
8(b) General Unsecured Claim of Orange County Business Bank
8(c) General Unsecured Claims Less than $2,000
9 Interest Holders

2. Secured Claims

Secured Claims are Claims secured by liens against property of one or more of the

Estates.

The following chart lists all Classes of Secured Claims and their treatment under

the Plan:
Secured Claims
Class # Description Insiders Impaired Treatment
(Y/N) (Y/N)
1(a) | Secured Claim of N'° Y The 8% Secured Note provides for interest to

Parties to the 8%
Secured Note (This
class includes
current note holders,
the note holders
based upon the DIP
Loan, and any note
holders from
potential post-
confirmation
borrowing).

e Collateral: 1%LV
Notes

o Priority of Security
Interest: First

accrue at a rate of 8% per annum with the
principal and interest being due within 36
months after the date of the issuance of the
note (e.g., some are currently due on March
25, 2014).

The secured creditors in this class will be paid
according to terms of their notes, except that
the payments will be due for all the notes
within 36 months after the Effective Date of
the Plan.

The secured creditors in this class will release
their liens on the 1°' LV Notes, and take any
other necessary actions, to allow the 1%LV
Notes to be sold or to allow the Debtor to
obtain possession of the collateral.

1% While there are some insiders within Class 1(a), the whole class is not made up of insiders.

616785.1

24

DISCLOSURE STATEMENT




) Weiland, Golden,
Smiley, Wang Ekvall & Strok, LLP

Costa Mesa, California 92626
Tel 714-966-1000 Fax 714-966-1002

650 Town Center Drive, Suite 950

Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

O ©O© 0o N o o b~ w N -

N DN DND N D DN MDD N e e e e
oo N o o0 A WO N~ O © 0O N o o B W DN -

Main Document

Page 31 of 199

Secured Claims

Class # Description Insiders | Impaired Treatment
(Y/N) (Y/N)

e Total Claim If the Debtor takes possession of the collateral

Amount: for the 1°' LV Notes, the LV Property, the

$160,000.00- alternative treatment for Class 1(a) is set forth

$1,000,000.00 in full in Section I11.E.3 below.

e Collateral Value: The secured creditors will release their liens

approximately on the LV Property to allow the sale or

$4.,692,600.00 refinance of the LV Property. The Net
Proceeds of any such sale will be paid to the
secured creditors, according to their
respective priorities, up to the amounts of the
balances of the Allowed Secured Claims.
The secured creditors shall be enjoined from
enforcing their liens as long as there is no
material monetary default that is not cured
within 30 days after giving of notice of default.
The Debtor, at its discretion, may surrender
the collateral to the secured creditors in full
satisfaction of the Allowed Secured Claims.
The Debtor may pay the remaining balance of
the Allowed Secured Claims in full at any time
with no prepayment penalty.
1(b) Secured Claim of N Y The secured creditor in this class will receive
Enhanced Income monthly payments calculated based on an
Fund |, LLC interest rate of 6% per annum beginning 19
months after the Effective Date and

« Collateral: 2" LV amortization over 25 years. The Allowed

Notes Secured Claim will be paid in full within 7
years after the Effective Date.

o Priority of Security

Interest: First The Class 1(b) secured creditor will release its
lien on the 2™ LV Notes, and take any other

e Total Claim necessary actions, to allow the 2" LV Note to

Amount: be sold or to allow the Debtor to obtain

$3,722,833.36 possession of the collateral.

e Collateral Value: If the Debtor takes possession of the collateral

approximately for the 2" LV Note, the LV Property, the

$4,600,692.45 alternative treatment for Class 1(b) is set forth
in full in Section Il.E.3 below.
The secured creditor will release its liens on
the LV Property to allow the sale of the LV
Property. The Net Proceeds of any such sale
will be paid to the secured creditors,
according to their respective priorities, up to
the amounts of the balances of the Allowed
Secured Claims.
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Secured Claims

Class #

Description

Insiders

Impaired

(Y/N)

(Y/N)

Treatment

The secured creditor shall be enjoined from
enforcing its liens as long as there is no
material monetary default that is not cured
within 30 days after giving of notice of default.

The Debtor, at its discretion, may surrender
the collateral to the secured creditor in full
satisfaction of the Allowed Secured Claim.

The Debtor may pay the remaining balance of
the Allowed Secured Claim in full at any time
with no prepayment penalty.

2(a)

Secured Claim of
Charles Dunn
Capital, LLC

¢ Collateral:
Murrietta Property

o Priority of Security
Interest: Second

e Total Claim
Amount:
$265,727.78

e Collateral Value:
$1,250,000.00

The secured creditor in this class will receive
monthly payments calculated based on an
interest rate of 5.5% per annum and
amortization over 25 years. The Allowed
Secured Claim will be paid in full within 7
years after the Effective Date.

If Charles Dunn forecloses on its other
collateral, the Ventura Property, the claim
against the Debtor will be credited
accordingly.

The secured creditor will release its liens on
the Murrietta Property to allow its sale. The
Net Proceeds of any such sale will be paid to
the secured creditors, according to their
respective priorities, up to the amounts of the
balances of the Allowed Secured Claims.

The secured creditor shall be enjoined from
enforcing its liens as long as there is no
material monetary default that is not cured
within 30 days after giving of notice of default.

The Debtor, at its discretion, may surrender
the collateral to the secured creditors in full
satisfaction of the Allowed Secured Claims.

The Debtor may pay the remaining balance of
the Allowed Secured Claim in full at any time
with no prepayment penalty.

2(b)

Secured Claim of
Enhanced Income
Fund I, LLC

e Collateral:
Murrietta Property

o Priority of Security

The secured creditor in this class will receive
monthly payments calculated based on an
interest rate of 6.5% per annum beginning 19
months after the Effective Date and
amortization over 25 years. The Allowed
Secured Claim will be paid in full within 7
years after the Effective Date.
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Secured Claims

Class # Description Insiders | Impaired Treatment
(Y/N) (Y/N)

Interest: Third The secured creditor will release its liens on
the Murrietta Property to allow its sale. The

Total Claim Amount: Net Proceeds of any such sale will be paid to

$531,833.34 the secured creditors, according to their
respective priorities, up to the amounts of the

e Collateral Value: balances of the Allowed Secured Claims.

$1,250,000.00
The secured creditor shall be enjoined from
enforcing its liens as long as there is no
material monetary default that is not cured
within 30 days after giving of notice of default.
The Debtor, at its discretion, may surrender
the collateral to the secured creditors in full
satisfaction of the Allowed Secured Claims.
The Debtor may pay the remaining balance of
the Allowed Secured Claim in full at any time
with no prepayment penalty.

2(c) Secured Claim of N Y The Riverside County Treasurer-Tax Collector
Riverside County be paid in full the allowed amount of its Claim
Treasurer-Tax on the Effective Date or as soon as
Collector reasonably practicable thereafter, but, in no

_ event, more than five (5) years from the entry

o Collateral: Murrieta of the Order for Relief. The Claim shall
Property accrue interest from the Effective Date on the

o _ unpaid balance of the Claim at the rate
e Priority of Security required by 11 U.S.C. § 511 to provide
Interest: First "present value" of the Allowed Claim.
¢ Total Claim
Amount:
$143,392.55
¢ Collateral Value:
1,250,000.00

3(a) Secured Claim of N N The Debtor will abandon/surrender its
California Bank & interests in the PCH Property to CBT in full
Trust satisfaction of its Allowed Secured Claim and

CBT shall have no further Claim against the
e Collateral: PCH Estate, the Debtor, or the Reorganized
Property Debtor, or their property.
¢ Priority of Security
Interest: Second
¢ Total Claim
Amount:
$2,630,115.89
o Collateral Value:
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Secured Claims

Class # Description Insiders | Impaired Treatment
(Y/N) (Y/N)
$unknown
3(b) Secured Claim of N N The Orange County Treasurer-Tax Collector
Orange County will not receive a Distribution under the Plan.
Treasurer-Tax Instead, the secured creditor will retain all of
Collector its rights against the PCH Property, which the
Debtor is not retaining.
¢ Collateral: PCH
Property
o Priority of Security
Interest: First
¢ Total Claim
Amount: $70,320.52
¢ Collateral Value:
$unknown
4 Secured Claim of N N The Los Angeles County Treasurer-Tax
Los Angeles County Collector will not receive a Distribution under
Treasurer-Tax the Plan. Instead, the secured creditor will
Collector retain its rights against the Ventura Property,
which is no longer owned by the Debtor.
¢ Collateral: Ventura
Property
¢ Priority of Security
Interest: First
¢ Total Claim
Amount: $unknown
e Collateral Value:
$unknown
5 Disputed Secured N Y The Debtor has objected to the secured
Claims consisting of: Proofs of Claim filed by these creditors.
(i) Andrea A. Jupina; There is no collateral securing these claims
(i) Lynell Burmark; and as such the Parties in this Class will be
and (iii) Revocable afforded the treatment of a General
Living Trust of Unsecured Creditor in Class 8(a). If the
Margaret G. Senteno objection is overruled, the Parties will be paid
dated 4/19/1997 the present value of their secured claim over
time.
Estimated Claim
Amount:
$1,065,169.36
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3. Classes of Priority Unsecured Claims

Certain Priority Unsecured Claims that are referred to in Bankruptcy Code
§§ 507(a)(3), (4), (5), (6), and (7) are required to be placed in Classes in a Chapter 11
plan. The Bankruptcy Code requires that each Holder of the above Priority Claims receive
Cash on the Effective Date of the Plan equal to the allowed amount of such Claim.
However, a Class of unsecured priority claim holders may vote to accept deferred cash
payments of a value, as of the Effective Date, equal to the allowed amount of such Claim.
The following chart lists all Classes containing the Debtor's Bankruptcy Code

§§ 507(a)(3), (4), (5), (6) and (7) Priority Claims and their treatment under the Plan:

Priority Unsecured Claims
Class # Description Insiders | Impaired Treatment
(Y/N) (Y/N)

6 N Y The Debtor has objected to this Claim. If the
IRA Resources Inc. objection is sustained the Claim will be
FBO Lisa Maulit afforded the treatment of General Unsecured

Creditors in Class 8(a). The Claim will be
Claim Amount: paid in full within 30 days after the Effective
$40,805.09 Date if the Claim is Allowed as a Priority
Unsecured Claim.
7 Los Angeles County N Y The Los Angeles County Treasurer-Tax
Treasurer-Tax Collector will be paid in full the Allowed
Collector amount of its Claim on the Effective Date or
as soon as reasonably practicable thereafter,

Claim Amount: but, in no event, more than five (5) years from

$19,058.61 the entry of the Order for Relief. The Claim
shall accrue interest from the Effective Date
on the unpaid balance of the Claim at the rate
required by 11 U.S.C. § 511 to provide
"present value" of the Allowed Claim. The
Property securing this claim has been sold
upon and is not property of the Estate.

4, Classes of Unsecured Claims

General Unsecured Claims are unsecured Claims that are not entitled to priority
under 11 U.S.C. § 507(a). Below is a summary of the Plan's treatment of the Classes

containing the Debtor's General Unsecured Claims.

General Unsecured Claims
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Class # Description Insiders Impaired Treatment
(Y/N) (Y/N)
8(a) General Unsecured N Y Each Class 4(a) general unsecured
Claims creditor will receive a Pro Rata Share of
the New Equity Interests in the
Estimated total amount of Reorganized Debtor based on the
claims: not less than amount of such creditors Allowed
$45,027,622.34 Unsecured Claim. The holders of New
Equity Interests will ultimately receive
the Net Proceeds of the Debtor's assets
as they become available.
The treatment proposed herein shall be
in full satisfaction of all Class 8(a)
general unsecured claims.
8(b) General Unsecured Claim N Y OCBB may look to its collateral, the
of Orange County Ventura Property, which is owned by a
Business Bank non-debtor, Covenant Opportunity
Fund, for the full satisfaction of its claim.
Estimated total amount of Covenant Opportunity Fund will agree to
claim: $816,514.24 become obligated with respect to the
OCBB liability. OCBB will not receive
any payment from the Debtor.
8(c) General Unsecured N Y General Unsecured creditors who (i)
Claims Less than $2,000 Filed a Proof of Claim for an amount
less than $2,000; or (2) were scheduled
Estimated total amount of by the Debtor as a General Unsecured
claims $8,000 Claim for less than $2,000 and the
Claim is not disputed, contingent or
unliquidated, shall be paid 15% of the
value of the Claim upon the Effective
Date.
5. Class of Interest Holders

Interest Holders are the parties who hold membership Interests (i.e., equity

interests) in the Debtor. The Debtor is a California limited liability company in which the

owners hold Membership Interests. The following chart identifies the Plan's treatment of

the Class of Interest Holders.

Interest Holders

Class # Description Impaired Treatment
(Y/N)
9 Interest Holders Y On the Effective Date, all existing
Membership Interests in the Debtor will be
cancelled, annulled, and extinguished. No
Distribution of any kind will be made on
account of any existing Membership
Interests.
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E. Means of Effectuating the Plan

This section is intended to explain how the Debtor intends to effectuate the Plan,
and how the Debtor intends to fund the obligations to Holders of Allowed Claims as
provided in the Plan. This section provides information regarding the funding sources for
Plan obligations, the establishment of the Reorganized Debtor, and other material issues
bearing upon performance of the Plan. The Plan will be effectuated through the income
generated from receivables, sales of assets, and the vesting of all assets in the
Reorganized Debtor.

1. Transfer of Estate Assets

Except as otherwise provided for in the Plan, upon the Effective Date, the Assets,
including, but not limited to, the LV Notes, all real property, the Avoidance Actions and
other Causes of Action, shall be deemed transferred to and vested in the Reorganized
Debtor in accordance with the Plan. The Insider Avoidance Actions will vest in the
Committee in accordance with the Plan.

2. The Reorganized Debtor

The Reorganized Debtor shall be a California limited liability company operated
pursuant to the Plan and an Operating Agreement substantially in the form of the
document attached as Exhibit "1" to the Plan.

3. The LV Notes and the LV Property

Should the Debtor foreclose on the 2" LV Note, the following will be the treatment
provided to those secured creditors who have an interest in the LV Notes and the LV
Property. First, should the Debtor and the other related entities that have an interest in
the 2" LV Note foreclose on the 2" LV Note, the Debtor and related entities will receive
an interest, in the same proportion as their interest in the 2"* LV Note, in a newly created
entity that will hold title to the LV Property. The Debtor will exchange the 1% LV Note for
five parcels of land of equal value to the 1! LV Note based upon the Debtor's estimate of

the parcel's value. The Debtor will grant Enhanced Income a trust deed on two of the five
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parcels in accordance with the terms of the Enhanced Income Security Agreement No. 1.
The Note Holders will be granted a trust deed on two of the five parcels creating a loan to
value for the Note Holders of less than 50%. The newly formed entity will seek a $3
million first priority trust deed on the remaining 12 parcels and will make membership
distributions of the net proceeds of such loan to its members, including the Debtor. As the
new entity sells the lots/parcels, each lot will have a release price. The net proceeds (the
sales price minus the release price) will be used to reduce the loan balance of the new
entity. This treatment is further described in Exhibit "1."

F. Risk Factors

Performance of the obligations under the Plan are subject to various factors and
contingencies, some of which are described in this section. The following discussion
summarizes some of the material risks associated with the Plan, but is not intended to be
exhaustive. Moreover, it should be read in connection with the other disclosures
contained in this Disclosure Statement and the Plan. Each creditor, in conjunction with its
advisors, should supplement the following discussion by analyzing and evaluating the
Plan and the Disclosure Statement as a whole. THE RISKS ASSOCIATED WITH THE
PLAN MUST BE CAREFULLY CONSIDERED IN DETERMINING WHETHER TO
ACCEPT THE PLAN.

There is always a risk that the Debtor's assets will lose value. Here, there is a
possibility that the real property that is the collateral for the Debtor's loans or the real
property held directly by the Debtor could decline in value. The Wing Receivership Action
poses a potential threat to the value of the Estate. The Receiver, in Case No. 2:08-cv-
00835, could attempt to invalidate the Apex 1-6 and 23, Siena Vista and Siena Office Park
deeds of trust using an alternative legal theory or he might seek a monetary award under
the fraudulent transfer theory. Further, the SEC could propose a Plan through the
Receiver that might be detrimental to various deeds of trust owned by the Debtor.

The Receiver, in Case No. 2:09-cv-1057, could attempt to invalidate the deeds of

trust, some of which the Debtor owns, or he might seek a monetary award under the
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fraudulent transfer theory. Further, the SEC could take action through the Receiver that
might be detrimental to the LV Properties.

General unsecured creditors are receiving all of the assets of the Debtor and there
is no fixed or guaranteed distribution amount or percentage. Thus, even if the recoveries
are less than expected, the Plan will still be feasible as to unsecured creditors.

Crucial to the success of the reorganization is the Debtor obtaining cash by a
membership distribution by the new entity described above in Section IIl.E.3, the DIP
Loan, and/or post-confirmation financing. If administrative expenses significantly
increase, due to litigation or otherwise, beyond what the Debtor currently forecasts, the
Debtor believes obtaining financing may be more difficult. Failure to obtain the DIP and
post-confirmation financing may result in the Plan not being feasible. Further, if the
proceeds of this financing, even if obtained, have to be used for significantly greater
administrative expenses than is forecasted, the Plan may not be feasible or the assets
may have to be sold sooner in the current difficult real estate market resulting in a
decreased return to creditors.

G. Provisions Governing Distributions

1. Dates of Distributions
Effective Date Payments shall be deemed timely made if made as soon as
practicable after the Effective Date, but, in any event, within fifteen (15) days of the
Effective Date. Any Distribution required to be made when a Disputed Claim becomes an
Allowed Claim shall be deemed timely made if made as soon as practicable thereafter,
but, in any event, within fifteen (15) days thereafter.
2. Manner of Distribution
At the option and in the sole discretion of the Debtor, monetary Distributions may
be made by (i) wire transfers from, or (ii) a check drawn on a domestic bank approved by

the OUST.
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3. Delivery of Distributions in General

Distributions to Holders of Allowed Claims shall be made by the Debtor (a) at the
addresses set forth on the Proof of Claim filed by such Holders, (b) at the addresses
reflected in the Schedules if no Proof of Claim has been filed and the Debtor has not
received a written notice of a change of address, or (c) in the case of a Holder of a Claim
that is governed by an agreement and is administered by an agent or servicer, at the
address (i) set forth on any Proof of Claim filed by the agent or servicer, (ii) in the
Schedules for the agent or servicer if no Proof of Claim has been filed, or (iii) contained in
the official records of such agent or servicer. Holders of Claims may change the address
to which Distributions will be sent by filing a written change of address with the Court and
serving a copy of the change of address on the Debtor.

If a Distribution to any Holder of an Allowed Claim is returned to the Debtor as

undeliverable or otherwise unclaimed ("Undeliverable Distribution"), the Debtor shall make

no further Distributions to such Holder unless and until the Debtor is notified in writing of
such Holder's then-current address, at which time all Undeliverable Distributions shall be
made to such Holder without interest. All Undeliverable Distributions shall be returned to
the Debtor until such Undeliverable Distributions are claimed. The Debtor shall, in the
case of Cash, hold Undeliverable Distributions in a segregated interest-bearing account
for Undeliverable Distributions until such Undeliverable Distributions become deliverable,
is claimed or is forfeited. Nothing contained in the Plan shall require the Debtor, or
anyone else, to attempt to locate the intended recipient of an Undeliverable Distribution.
Any Holder of an Allowed Claim that does not present itself within six (6) months of
the Distribution Date upon which the Undeliverable Distribution was made shall be
deemed to have forfeited its right or Claim to or interest in the Undeliverable Distribution
and shall be forever barred and enjoined from asserting any Claim for the Undeliverable
Distribution against the Debtor and its Estate, the Reorganized Debtor, and their
respective agents, attorneys, representatives, employees or independent contractors,

and/or any of its or their property. In such cases, the Undeliverable Distribution and
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accrued interest thereon shall become property of the Reorganized Debtor free and clear
of any restrictions thereon and notwithstanding any federal or state escheat laws to the
contrary and shall be distributed in accordance with the terms of this Plan.
4, Rounding of Payments
The Debtor shall not be required to make Distributions or payments of fractions of
dollars. Whenever any payment of a fraction of a dollar under this Plan would otherwise
be called for, the actual payment shall reflect a rounding of such fraction to the nearest
whole dollar (up or down), with half dollars being rounded down.
5. Interest on Claims
Unless otherwise specifically provided for in the Plan, post-petition interest shall not
accrue or be paid on any Claims, and no Holder of a Claim shall be entitled to interest
accruing on or after the Petition Date on any Claim.
6. Compliance with Tax Requirements
In connection with this Plan and all Distributions under this Plan, the Debtor shall,
to the extent applicable, comply with all tax withholding, payment and reporting
requirements imposed by federal, state, or local taxing authorities. The Debtor shall be
authorized to take any and all actions that may be necessary or appropriate to comply
with such withholding, payment, and reporting requirements. All amounts properly
withheld from Distributions to a Holder of a Claim as required by applicable law and paid
over to the applicable taxing authority for the account of such Holder shall be treated as
part of the Distributions to such Holder. All persons holding Claims shall be required to
provide any information necessary to effect information reporting and withholding of such
taxes. If such information has not been received by the Debtor, then the Debtor may, at
his option, withhold the amount required and distribute the balance to such Holder or
decline to make the Distribution until the information is received.
Notwithstanding any other provision of the Plan, (a) each Holder of an Allowed
Claim that is to receive a Distribution pursuant to this Plan shall have sole and exclusive

responsibility for the satisfaction and payment of any tax obligations imposed by any
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governmental unit, including income, withholding, and other tax obligations, on account of
such Distribution, and (b) no Distribution shall be made to or on behalf of such Holder
pursuant to the Plan unless and until such Holder has made arrangements satisfactory to
the Debtor for the payment and satisfaction of such withholding tax obligations or such tax
obligation that would be imposed upon the Debtor in connection with such Distribution.
Any property to be distributed pursuant to the Plan shall, pending implementation of such
arrangements, be treated as an Undeliverable Distribution pursuant to Section I11.G.3.
above.
7. De Minimis Distributions
The Debtor shall not have any obligation to make a Distribution on account of an
Allowed Claim if the amount to be distributed to the specific Holder of the Allowed Claim
on a Distribution Date is for an amount of $5.00 or less, and may, at the Debtor's option,
either add the Distribution to the next Distribution if the collective amount would be greater
than $5.00, or treat the Distribution as an Undeliverable Distribution.
8. Setoffs
Except as otherwise provided in the Plan, the Debtor may, pursuant to 11 U.S.C.
§ 553 or applicable non-bankruptcy law, but shall not be required to, set off against any
Allowed Claim and the Distribution to be made pursuant to the Plan on account of such
Allowed Claim any account stated, Claim, right, or Cause of Action which the Debtor or

the Estate possesses against the Holder of such Allowed Claim; provided, however, that

neither the failure to effect such a setoff nor the allowance of any Claim shall constitute a
waiver or release by the Debtor of any such account, Claim, right, and Cause of Action
that the Debtor or the Estate may possess against the Holder of such Allowed Claim.
9. Limitation on Liability
The Debtor, and any of their respective employees, members, officers, directors,
shareholders, agents, or professionals shall not be liable for (i) any acts or omissions,
except for willful misconduct, in connection with implementing the Distribution provisions

of the Plan and the making or withholding of Distributions under the Plan, or (ii) any
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change in the value of Distributions made under the Plan resulting from any delays in
making such Distributions in accordance with the terms of the Plan (including, but not
limited to, any delays caused by the resolution of Disputed Claims).

H. Other Provisions of the Plan

1. Claim Objections and Disputed Claims

THE BAR DATE FOR FILING A PROOF OF CLAIM IN THIS CASE BY
CLAIMANTS WHOSE CLAIMS WERE NOT SCHEDULED OR WERE SCHEDULED
AS DISPUTED, CONTINGENT OR UNLIQUIDATED WAS JULY 15, 2011.

a. Standing

As of the Effective Date, the Reorganized Debtor shall have the sole and exclusive
right to file objections to Claims, except that the Committee shall have the right to object to
claims held by the insiders of the Debtor. The Debtor may settle or compromise any
Disputed Claim without approval or order of the Court, notice, or hearing.

b. Claims Objection Deadline

Unless extended by the Court, pursuant to the Court's prior order, any objection to
a Claim must be filed with the Court and served on the Holder of the Claim by September

30, 2011 (the "Claims Objection Deadline"). The Debtor may seek an extension of the

Claims Extension Deadline upon a showing of "cause." Any Motion for an extension of
the Claims Objection Deadline must be Filed with the Court prior to the Claims Objection
Deadline, as the same may be extended, and served on the OUST. There is no limit to
the number of extensions that may be sought.

C. No Distribution Pending Allowance

Notwithstanding any other provision of the Plan, no payments or Distributions shall
be made with respect to all or any portion of a Disputed Claim unless and until all
objections to such Disputed Claim have been settled or withdrawn or have been
determined by Final Order, and the Disputed Claim, or some portion thereof, has become

an Allowed Claim; provided, however, that if the only dispute regarding a Disputed Claim

is to the amount of the Disputed Claim, the Holder of a Disputed Claim shall be entitled to
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a Distribution on account of that portion of the Disputed Claim which the Debtor does not
dispute at the time and in the manner that the Debtor makes Distributions to the Holders
of Allowed Claims pursuant to the provisions of the Plan.

d. Reserves for Disputed Claims

In the event that Disputed Claims are pending at the time of a Distribution under
the Plan, the Debtor shall establish and maintain a reserve for such Disputed Claims. For
purposes of establishing a reserve, Cash will be set aside equal to the amount that would
have been distributed to the Holders of the Disputed Claims had the Disputed Claims
been Allowed on the date a Distribution is made to the Holders of Allowed Claims in the
same Class or of the same priority as the Disputed Claims. If a Disputed Claim ultimately
becomes an Allowed Claim, the amount of Cash reserved for that Disputed Claim shall be
distributed on the earlier of (a) the Distributed Date following the date when the Disputed
Claim becomes an Allowed Claim, or (b) ninety (90) days after such Disputed Claim
becomes an Allowed Claim. Any reserved Cash not ultimately distributed to the Holder of
a Disputed Claim because the Disputed Claim does not become an Allowed Claim shall
become property of the Reorganized Debtor and shall be distributed in accordance with
the terms of the Plan.

2. Executory Contracts and Unexpired Leases

a. Assumption and Assignment

On the Effective Date, the executory contracts and unexpired leases identified on
the Schedule of Assumed and Assigned Agreements attached or filed, or to be attached
or filed as Exhibit "3" to the Plan shall be deemed assumed. The Debtor intends to file the
Schedule of Assumed and Assigned Agreements with the Court no later than twenty-eight
(28) days prior to the Confirmation Hearing. The Schedule of Assumed and Assigned
Agreements also identifies or will identify any amounts that must be paid to cure defaults
under the executory contracts and unexpired leases to be assumed and assigned under
the Plan (the "Cure Amount"). If filed earlier, the Debtor reserves the right to amend the

Schedule of Assumed Agreements up to twenty-eight (28) days prior to the Confirmation
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Hearing to: (a) add any executory contract or unexpired lease and provide for its
assumption and assignment; or (b) modify the Cure Amount for any particular executory
contract or unexpired lease. The Debtor further reserves the right to amend the Schedule
of Assumed Agreements to delete any executory contract or unexpired lease and provide
for its rejection at any time prior to the Confirmation Hearing. The Debtor will provide
notice of any amendment to the Schedule of Assumed and Assigned Agreements to any
party or parties to the executory contracts or unexpired leases affected by the
amendment. Absent a timely objection as provided below, the Confirmation Order will
constitute a Court order approving the assumption and assignment, on the Effective Date,
of the executory contracts and unexpired leases then identified on the Schedule of
Assumed and Assigned Agreements, and shall constitute a final determination of the Cure
Amount and that the Debtor has shown adequate assurance of future performance.
Furthermore, any Cure Amount ordered by the Court, through entry of the Confirmation
Order, and paid shall be deemed to satisfy any and all defaults arising from, out of or
related to the executory contract or unexpired lease, including any tort claims that were or
could be asserted by the non-debtor party to the contract or lease on or prior to the entry
of the Confirmation Order, and all actual or pecuniary losses that have resulted from such
defaults.

If you are a party to an executory contract or unexpired lease to be assumed and
assigned and you object to the assumption and assignment of your lease or contract
and/or you dispute the Cure Amount related to your lease or contract, then you must File
and serve upon counsel for the Debtor (Weiland, Golden, Smiley, Wang Ekvall & Strok,
LLP, attn: Hutchison B. Meltzer, Esq., 650 Town Center Drive, Suite 950, Costa Mesa,
California 92626) a written objection by , 2011, as provided in Section

|.B.3. of this document. An objection to the Cure Amount must also set forth the amount
you contend to be the correct Cure Amount and contain evidence to support such amount.

Failure to timely File an objection as provided herein shall be deemed consent to the
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proposed assumption and assignment and to the Cure Amount and a waiver of any and
all rights to challenge such assumption and assignment and the Cure Amount.

With respect to each executory contract and unexpired lease identified on the
Schedule of Assumed and Assigned Agreements, if no dispute arises regarding the Cure
Amount, adequate assurances, or some other matter related to the assumption of the
executory contract or unexpired lease, then the Cure Amount set forth in the Schedule of
Assumed and Assigned Agreements shall be paid to the applicable non-debtor party in
Cash on the Effective Date or as soon as reasonably practicable thereafter. If a dispute
arises regarding (a) whether the Debtor has provided adequate assurance of future
performance of an executory contract or unexpired lease to be assumed, or (b) any other
matter pertaining to a proposed assumption and assignment, the Cure Amount will be
paid on the later of (1) the Effective Date or as soon as practicable thereafter, or (2) within
thirty (30) days after entry of a Final Order resolving the dispute and approving the

assumption and assignment; provided, however, if a dispute arises regarding any of the

foregoing, the Debtor reserves the right to completely forego assumption and assignment
of and, instead, reject the subject executory contract or unexpired lease.

If a party to an executory contract or unexpired lease identified on the Schedule of
Assumed and Assigned Agreements Files an objection disputing the Cure Amount, then
the Debtor may amend the Schedule of Assumed and Assigned Agreements at any time
prior to the Confirmation Hearing to delete the subject executory contract or unexpired
lease and provide for its rejection. Executory contracts or unexpired leases not so deleted
shall be conditionally assumed, subject to the Debtor's right to file a Motion to determine
the appropriate Cure Amount up to the first (1*') Business Day that is at least sixty (60)
days following the Effective Date. The Debtor will serve any such Motion on the party to
the executory contract or unexpired lease affected by the Motion (or its attorney, if any). If
the Debtor does not file a Motion to determine the appropriate Cure Amount, then the
executory contract or unexpired lease shall be assumed and assigned, as of the Effective

Date, and the Cure Amount shall be the alternative Cure Amount asserted by the non-
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debtor party to the subject executory contract or unexpired lease in its objection to the
Plan. The Cure Amount shall be paid as soon as reasonably practicable following the
expiration of the 60-day deadline.

If the Debtor files a Motion to determine the appropriate Cure Amount, then the
Reorganized Debtor shall have the right to amend the Schedule of Assumed and
Assigned Agreements to completely forego assumption and assignment of and, instead,
reject the subject executory contract or unexpired lease up to the first (1) Business Day
that is at least fifteen (15) days after the entry of an order fixing the Cure Amount. The
Debtor will provide notice of any amendment to the Schedule of Assumed and Assigned
Agreements to the party to the executory contract or unexpired lease affected by the
amendment. If the Debtor has filed such a Motion and does not timely amend the
Schedule of Assumed and Assigned Agreements within fifteen (15) days after entry of an
order fixing the Cure Amount, then the executory contract or unexpired lease shall be
assumed and assigned, as of the Effective Date, and the Cure Amount shall be fixed as
the Cure Amount ordered by the Court. The Cure Amount shall be paid as soon as
reasonably practicable following the expiration of the 15-day deadline.

b. Rejections

On the Effective Date, the Debtor will be deemed to have rejected any and all
executory contracts and unexpired leases not identified on the Schedule of Assumed and
Assigned Agreements attached or filed, or to be attached or filed as Exhibit "3" to the
Plan. The Confirmation Order will constitute a Court order approving the rejection, as of
the Effective Date, of such executory contracts and unexpired leases. Any Claim for
damages arising from the rejection under the Plan of any executory contract or unexpired
lease must be Filed with the Court and served upon the Debtor and its counsel within
thirty (30) days of the later of (a) the Confirmation Date, and (b) the Debtor's amendment
of the Schedule of Assumed and Assigned Agreements to eliminate the executory
contract or unexpired lease. Any such damage Claims that are not timely Filed and

served will be forever barred and unenforceable against the Debtor, the Estate, the
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Reorganized Debtor, and their respective property. Persons holding these Claims who fail
to timely File Claims will be barred from receiving any Distributions under the Plan on
account of their requested damage Claims.

If you are a party to a lease or contract to be rejected and you object to the
rejection of your lease or contract, then you must File and serve your objection by

, 2011, as provided in Section |.B.3. of this document.
3. Changes in Rates Subject to Regulatory Commission
Approval

The Debtor is not subject to governmental regulatory commission approval of its
rates.

4. Preservation of Causes of Action and Avoidance Actions

The Debtor reserves for the Estate and the Reorganized Debtor all rights to
commence and pursue, as appropriate, any and all Causes of Action and Avoidance
Actions, whether arising prior to or after the Petition Date, in any court or other tribunal,
including without limitation, in an adversary proceeding Filed in the Court, except for as
otherwise provided in the Plan. On the Effective Date, the Debtor will be vested with
authority to enforce, file, litigate, prosecute, settle and collect with respect to Causes of
Action and Avoidance Actions, although it will not be required to do so and the
determination of whether to do so will be made solely by the Debtor in its absolute
discretion.

The Committee will be vested with all rights to commence and pursue, as
appropriate, the Insider Avoidance Actions. Any fees and expenses incurred by the
Committee in the prosecution of the Insider Avoidance Actions above the $10,000
provided by the Debtor, will be paid from any recovery obtained by the Committee. All
amounts in excess of the fees and expenses incurred by the Committee shall be turned
over to the Reorganized Debtor to be distributed in accordance with the Plan.

While the Debtor has attempted to identify Causes of Action and Avoidance Actions

in the Disclosure Statement which may be pursued, and hereby incorporates by reference
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rok, LLP

002

T4 O

Costa Mesa, California 9262
Tel 714-966-1000 Fax 714-966-

Weiland, Golden

Smiley, Wang Ekvall & S

650 Town Center Drive, Suite

Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

O ©O© 0o N o o b~ w N -

N DN DND N D DN MDD N e e e e
oo N o o0 A WO N~ O © 0O N o o B W DN -

Main Document  Page 49 of 199

those disclosures and provisions, the failure to list any potential Cause of Action or
Avoidance Action, generally or specifically, is not intended to limit the rights of the Debtor
to pursue such Cause of Action or Avoidance Action. Unless a Cause of Action or
Avoidance Action against any Person is expressly waived, relinquished, released,
compromised or settled as provided or identified in the Plan, any Confirmation Order or
prior order of the Court, the Debtor expressly reserves any Causes of Action and
Avoidance Actions for later adjudication including, without limitation, the Malpractice
Action. Therefore, no preclusion doctrine, including, without limitation, the doctrine of res
judicata, collateral estoppel, issue preclusion, claim preclusion, estoppel (judicial,
equitable or otherwise) or laches shall apply to such Causes of Action or Avoidance
Actions upon or after Confirmation or consummation of the Plan. All Avoidance Actions
and other Causes of Action are preserved under the Plan for the benefit of the Estate,
except as otherwise provided for in the Plan. Any recoveries from Avoidance Actions
and/or other Causes of Action will be paid to the Reorganized Debtor.

ANY CREDITORS THAT BELIEVE THEY RECEIVED A TRANSFER OR SETOFF
THAT IS AVOIDABLE UNDER THE CODE OR THAT HOLDS A CLAIM AGAINST THE
ESTATE THAT COULD BE SUBJECT TO AN OBJECTION BASED UPON FAILURE TO
RETURN AN AVOIDABLE TRANSFER OR SETOFF, ARE DIRECTED TO REVIEW
THEIR RECORDS AND/OR THE DEBTOR'S SCHEDULES FOR FURTHER
INFORMATION. HOWEVER, ALL RIGHTS OF THE DEBTOR AND THE ESTATE ARE
RESERVED WITH RESPECT TO ANY AND ALL TRANSFERS OR SETOFFS WHICH
MAY BE AVOIDABLE UNDER THE BANKRUPTCY CODE.

5. Retention of Jurisdiction

The Court will retain exclusive jurisdiction during the Plan payout period to resolve
disputes and conflicts arising from the administration of the Plan, upon request of a party-
in-interest and after notice and a hearing, including, without limitation:

a. The adjudication of the validity, scope, classification, allowance, and

disallowance of any Claim;
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1 b. The estimation of any Claim;
2 C. The allowance or disallowance of Professional-Fee Claims,
3 compensation, or other Administrative Claims;
4 d. To hear and determine Claims concerning taxes pursuant to
5 Bankruptcy Code §§ 346, 505, 525, and 1146;
6 e To hear and determine any action or proceeding brought under
7 Bankruptcy Code §§ 108, 510, 543, 544, 545, 547, 548, 549, 550,
8 551, and 553;
9 f. To hear and determine all actions and proceedings which relate to
10 pre-confirmation matters;
N 11 g To hear and determine any issue relating to the assumption or
i_ 12 rejection of executory contracts and unexpired leases;
5%?%2 13 h To hear and determine any modification to the Plan in accordance
E%:E 14 with the Bankruptcy Rules and the Bankruptcy Code;
EE;E 15 i To enforce and interpret the terms of the Plan;
§§§;§ 16 j To correct any defects, cure any omissions, or reconcile any
g ) 17 inconsistency in the Plan or the Confirmation Order as may be
7 18 necessary to carry out the purpose and intent of the Plan;
19 k The entry of any order, including injunctions, necessary to enforce
20 title, rights and powers of the Reorganized Debtor, and to impose
21 such limitations, restrictions, terms and conditions on such title, rights
22 and powers as the Court may deem necessary including, without
23 limitation, any right of the Reorganized Debtor to recover and
24 liquidate assets;
25 I To determine the validity, extent and priority of all liens and security
26 interests against property of the Estate or the Reorganized Debtor;
27 m To hear and resolve any disputes regarding employment applications
28 and professional fees;
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n. To hear and determine such matters and make such orders as are
consistent with the Plan as may be necessary to carry out the
provisions thereof and to adjudicate any disputes arising under or

relating to any order entered by the Court in this Case;

0. The entry of an order concluding and terminating this Case; and

p. To resolve any disputes as to whether there has been a default under
the Plan.

6. Tax Consequences of the Plan

CREDITORS AND INTEREST HOLDERS CONCERNED WITH HOW THE PLAN
MAY AFFECT THEIR TAX LIABILITY SHOULD CONSULT WITH THEIR OWN
ACCOUNTANTS, ATTORNEYS, AND/OR ADVISORS. The following disclosure of
possible tax consequences is intended solely for the purpose of alerting readers about
possible tax issues the Plan may present to the Debtor or the Reorganized Debtor. The
Debtor and its professionals CANNOT and DO NOT represent that the tax consequences
contained below are the only tax consequences of the Plan because the Tax Code
embodies many complicated rules which make it difficult to state completely and
accurately all the tax implications of any action.

Due to the unsettled and complex nature of some of the tax issues, as well as the
possibility that developments subsequent to the date hereof could affect the tax
consequences of the Plan, the following discussion should not be regarded as definitive or
as covering all possible tax consequences. Additionally, this summary does not discuss
all aspects of federal income taxation that may be relevant to a particular creditor in light
of its individual circumstances or to certain creditors subject to special treatment under the
federal income tax laws (for example, life insurance companies, tax-exempt organizations,
foreign corporations and individuals who are not citizens or residents of the United
States).

As stated above, creditors concerned with how the Plan will affect their own tax

liability should consult with their own accountants, attorneys, and/or advisors. The Debtor
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is still in the process of determining the tax consequences of the Plan. However, the
Debtor does not expect adverse consequences materially affecting the distributions to the
Holders of Allowed Claims under the Plan.
7. Exemption from Transfer Taxes

Pursuant to Bankruptcy Code § 1146(a), any transfers from the Debtor to the
Reorganized Debtor or to any other Person pursuant to the Plan in the United States shall
not be subject to any stamp, real estate transfer, personal property, recording or other
similar tax, and the Confirmation Order shall direct the appropriate state or local
governmental officials or agents to forgo the collection of any such tax or governmental
assessment and to accept for filing and recordation any of the foregoing instruments or
other documents without payment of any such tax or governmental assessment.
V. CONFIRMATION REQUIREMENTS AND PROCEDURES

PERSONS OR ENTITIES CONCERNED WITH CONFIRMATION OF THE PLAN

SHOULD CONSULT WITH THEIR OWN ATTORNEYS BECAUSE THE LAW ON
CONFIRMING A PLAN IS VERY COMPLEX. The following discussion is intended solely
for the purpose of alerting readers about basic confirmation issues, which they may wish
to consider, as well as certain deadlines for filing Claims. The Debtor CANNOT and
DOES NOT represent that the discussion contained below is a complete summary of the
law on this topic.

Many requirements must be met before the Court can confirm a Plan. Some of the
requirements include that the Plan must be proposed in good faith, acceptance of the
Plan, whether the Plan pays creditors at least as much as creditors would receive in a
chapter 7 liquidation, and whether the Plan is feasible. These requirements are not the
only requirements for confirmation.

A. Who May Vote or Object

1. Who May Object to Confirmation of the Plan
Any party in interest may object to the confirmation of the Plan, but as explained

below, not everyone is entitled to vote to accept or reject the Plan.
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2. Who May Vote to Accept/Reject the Plan
A creditor has a right to vote for or against the Plan if that creditor has a Claim that:
(a) either is an Allowed Claim or is allowed for voting purposes; (b) is classified in an
impaired Class; and (c) is entitled to receive or retain some property on account of its
Claim.*

a. What Is an Allowed Claim/Interest

As noted above, a creditor must first have an Allowed Claim to have the right to
vote. Generally, any Proof of Claim will be Allowed, unless a party-in-interest Files an
objection to that Claim. When an objection to a Claim is Filed, the Holder of the Claim
cannot vote unless and until the Court, after notice and hearing, either overrules the
objection or allows the Claim for voting purposes. Any Person who seeks temporary
allowance of its Claim for the purpose of voting on the Plan must promptly take the steps
necessary to File an appropriate motion requesting the same and to arrange an
appropriate hearing with the Court.

THE BAR DATE FOR FILING A PROOF OF CLAIM IN THIS CASE BY
CLAIMANTS WHOSE CLAIMS WERE NOT SCHEDULED OR WERE SCHEDULED AS
DISPUTED, CONTINGENT, OR UNLIQUIDATED WAS JULY 15, 2011. A creditor may
have an Allowed Claim even if a Proof of Claim was not timely filed. A Claim is deemed
Allowed if (1) it is scheduled on the Debtor's Schedules and such Claim is not scheduled
as disputed, contingent, or unliquidated, and (2) no party in interest has objected to the
Claim. An Interest is deemed Allowed if it is scheduled and no party in interest has
objected to the Interest.

b. What Is an Impaired Claim/Interest

As noted above, the Holder of an Allowed Claim only has the right to vote ifitis in a

Class that is impaired under the Plan. A Class is impaired if the Plan alters the legal,

1 If the Plan provides that a Class will receive or retain no property on account of its Claims, that Class
is deemed to reject the Plan under Bankruptcy Code § 1126(g) and therefore is not entitled to vote.
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equitable, or contractual rights of the members of that Class. For example, a Class
comprised of General Unsecured Claims is impaired if the Plan fails to pay the members
of that Class 100% of what they are owed or otherwise impairs the legal rights of the
Holders of the Claims.

In this case, the Debtor believes that Classes 1(a), 1(b), 2(a), 2(b), 2(c), 5, 6, 7,
8(a), 8(b), and 8(c) are impaired and that Holders of Claims or Interests in each of these
Classes are therefore entitled to vote to accept or reject the Plan, unless otherwise
specified below. The Debtor believes that Classes 3(a), 3(b), 4, and 9 are unimpaired
under the Plan. Any party in interest who disputes the Debtor's characterization of its
Claim or Interest as being in an impaired or unimpaired Class may File an objection to the
Plan contending that the Debtor incorrectly characterized the Claim, Interest, or Class.

3. Who is Not Entitled to Vote

The following four types of Claims are not entitled to vote: (1) Claims that have
been disallowed; (2) Claims in unimpaired classes; (3) Claims entitled to priority pursuant
to Bankruptcy Code §§ 507(a)(2), (a)(3), and (a)(8); and (4) Claims in Classes that do not
receive or retain any value under the Plan. Claims in unimpaired Classes are not entitled
to vote because such Classes are deemed to have accepted the Plan. Claims entitled to
priority pursuant to Bankruptcy Code §§ 507(a)(2), (a)(3), and (a)(8) are not entitled to
vote because such Claims are not placed in Classes and they are required to receive
certain treatment specified by the Bankruptcy Code. Claims in Classes that do not
receive or retain any value under the Plan do not vote because such Classes are deemed
to have rejected the Plan. For this reason, Classes 3(a), 3(b), 4, and 9 are not entitled to
vote on the Plan, but is deemed to have rejected the Plan. EVEN IF YOUR CLAIM IS OF
THE TYPE DESCRIBED ABOVE, YOU MAY STILL HAVE A RIGHT TO OBJECT TO
THE CONFIRMATION OF THE PLAN.

4. Who Can Vote in More Than One Class
A creditor whose Claim has been Allowed in part as a Secured Claim and in part as

a General Unsecured Claim is entitled to accept or reject the Plan in both capacities by
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casting one ballot for the secured portion of the Claim and another ballot for the
unsecured portion of the Claim. Also, a creditor who has a Claim for wages or unpaid
vacation, healthcare or retirement benefits may have both a Priority Claim up to the
maximum specified in 11 U.S.C. §§ 507(a)(4) and (a)(5), provided the conditions for
priority treatment as specified under 11 U.S.C. § 507(a) are met, and a General
Unsecured Claim for all amounts exceeding the statutory maximum. The Holder of such a
Claim may cast a ballot for the priority portion of the Claim and another ballot for the
general unsecured portion of the Claim.

5. Votes Necessary to Confirm the Plan

o © 0o N o o b~ w DN
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If impaired Classes exist, the Court cannot confirm the Plan unless (1) at least one
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impaired Class has accepted the Plan without counting the votes of any insiders within

that Class, and (2) all impaired Classes have voted to accept the Plan, unless the Plan is
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A Class of Claims is considered to have accepted the Plan when more than one-
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half (*2) in number, and at least two-thirds (%5) in dollar amount, of the Claims which
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actually voted, voted in favor of the Plan. A Class of Interests is considered to have
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accepted the Plan when at least two-thirds (%3) in amount of the Interest Holders of such
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Class which actually voted, voted to accept the Plan.
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7. Treatment of Nonaccepting Classes
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If at least one impaired Class votes to accept the Plan, and other impaired Classes

N
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vote to reject the Plan, the Court may nonetheless confirm the Plan if the nonaccepting
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Classes are treated in the manner required by the Bankruptcy Code. The process by

N
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which nonaccepting Classes are forced to be bound by the terms of a Plan is commonly

N
(e))

referred to as "cramdown." The Bankruptcy Code allows the Plan to be "crammed down"

N
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on nonaccepting Classes of Claims if it meets all consensual requirements except the

N
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voting requirements of § 1129(a)(8) and if the Plan does not "discriminate unfairly" and is
616785.1 49 DISCLOSURE STATEMENT




rok, LLP

50
002

T4 O

Costa Mesa, California 9262
Tel 714-966-1000 Fax 714-966-

Weiland, Golden

Smiley, Wang Ekvall & S

650 Town Center Drive, Suite

Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

O ©O© 0o N o o b~ w N -

N DN DND N D DN MDD N e e e e
oo N o o0 A WO N~ O © 0O N o o B W DN -

Main Document  Page 56 of 199

"fair and equitable" toward each impaired Class that has not voted to accept the Plan as
referred to in § 1129(b) and applicable case law.
8. Request for Confirmation Despite Nonacceptance by
Impaired Classes
The Debtor will ask the Court to confirm the Plan by "cramdown" on all impaired
Classes if any of these Classes do not vote to accept the Plan.

B. Liguidation Analysis

Another confirmation requirement is the so-called "Best Interests Test" embodied in
Bankruptcy Code § 1129(a)(7), which requires a liquidation analysis. Under the Best
Interests Test, if a claimant is in an impaired Class and that claimant does not vote to
accept the Plan, then that claimant must receive or retain under the Plan property of a
value not less than the amount that such holder would receive or retain if the Debtor was
liquidated under Chapter 7 of the Bankruptcy Code.

In a chapter 7 case, the debtor's assets are usually sold by a chapter 7 trustee.
Secured creditors are paid first from the sales proceeds of properties on which the
secured creditor has a lien. Administrative Claims are paid next. Next, unsecured
creditors are paid from any remaining sales proceeds, according to their rights to priority.
Unsecured creditors with the same priority share in proportion to the amount of their
Allowed Claims in relationship to the amount of total allowed unsecured claims. Finally,
Interest Holders receive the balance that remains after all creditors are paid, if any.

For the Court to be able to confirm the Plan, the Court must find that all creditors
and Interest Holders who do not accept the Plan will receive at least as much under the
Plan as such holders would receive under a chapter 7 liquidation. The Debtor maintains
that this requirement is met here because pursuant to the liquidation analyses below,
creditors are projected to receive at least as much as they would receive in a hypothetical
chapter 7 liquidation, unless they have agreed to different treatment.

As, under the Plan, creditors will ultimately be receiving the benefit of all the

Debtor's assets, creditors will clearly be receiving at least as much as they would receive
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in a hypothetical chapter 7 liquidation. Further, the Debtor believes that the orderly
administration of the assets pursuant to the Plan will result in a greater return to creditors
than they would receive pursuant to an immediate chapter 7 liquidation at "fire sale"
prices.

As described in the chart attached as Exhibit "8", the Debtor projects that General
Unsecured Creditors will ultimately receive distributions totaling approximately 27.2% of
the amounts of their Allowed Claims, whereas they would be expected to receive only
3.1% in a chapter 7 liquidation.

Pursuant to 11 U.S.C. § 502(d), "the court shall disallow any claim of any entity
from which property is recoverable under section 542, 543, 550, or 553 of this title or that
is a transferee of a transfer avoidable under section 522(f), 522(h), 544, 545, 547, 548,
549, or 724(a) of this title, unless such entity transferee as paid the amount, or turned over
any such property, for which such entity or transferee is liable under section 522(i), 542,
543, 550, or 553 of this title" The Debtor does not believe that the disallowance of any
Claims pursuant to § 502(d) will materially affect the amounts received by creditors of the
Estate whether under the Plan or in a chapter 7 liquidation.

C. Feasibility

Another requirement for confirmation involves the feasibility of the Plan, which
means that confirmation of the Plan is not likely to be followed by the liquidation, or the
need for further financial reorganization of the Debtor or any successor to the Debtor
under the Plan, unless such liquidation or reorganization is proposed in the Plan.

The projections attached as Exhibit "9" show that there will be sufficient funds to
make the payments to secured creditors provided for in the Plan. There is also projected
to be sufficient cash to pay the costs of administration throughout the term of the Plan.

The Debtor estimates that $90,000 will be required to make the Effective Date
payments. As reflected in Exhibit "9", the Debtor expects to have at least this much cash

from operations and the proceeds of the DIP Loans or other post-petition financing.
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While General Unsecured Creditors are receiving all Net Proceeds of the Debtor's
assets, there is no specific distribution amount provided for in the Plan. Thus, there is no
issue of feasibility as to this class.

V. EFFECT OF CONFIRMATION

A. Discharge

The rights under the Plan and the treatment of claims under the Plan will be in
exchange for, and in complete satisfaction, discharge, and release of, all claims of any
nature whatsoever (including, without limitation, any interest accrued on claims from and
after the Petition Date) against the Debtor, the Reorganized Debtor, or its property.
Except as otherwise provided in the Plan or the Confirmation Order:

1. On the Effective Date, the Debtor, the Debtor's estate, the Reorganized

Debtor, and its property will, to the fullest extent permitted by Bankruptcy
Code § 1141, be deemed discharged and released from any and all claims,
including, without limitation, all demands, liabilities, claims, that arose before
the confirmation date or that are based upon or otherwise relate to acts,
events, omissions, transactions or other activities of any kind that occurred
before the Confirmation Date, and all debts of the kind specified in
Bankruptcy Code §§ 502(g), 502(h), or 502(i) regardless of whether: (1) a
proof of claim based on such a debt was filed or deemed filed; (2) a claim
based on such a debt is allowable under Bankruptcy Code § 502; or (3) the
person holding the claim based on such a debt has accepted the Plan;

2. All persons will be precluded from asserting against the Debtor, its estate,
the Reorganized Debtor, or its property any other or further claims based on,
arising from, or in connection with any act, event, omission, transaction, or
other activity of any kind that occurred before the Confirmation Date;

3. Any debt of the Debtor, whether secured or unsecured, which was in default

as of or any time prior to the Confirmation Date, will no longer be deemed in
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default. Moreover, to the extent that the Debtor complies with the terms and
conditions of the Plan, these obligations will be deemed in good standing;
As set forth in Bankruptcy Code §§ 524 and 1141, except as otherwise
provided in the Plan or the Confirmation Order, the Confirmation Order
constitutes a discharge of any and all claims against, and all debts and
liabilities of, the Debtor that arose before the Confirmation Date. The
Reorganized Debtor and its property will, to the fullest extent permitted by
Bankruptcy Code § 1141, be deemed discharged and released from any and
all claims, including, without limitation, all demands, liabilities, claims, that
arose before the Confirmation Date or that are based on or otherwise relate
to acts, events, omissions, transactions or other activities of any kind that
occurred before the Confirmation Date. This discharge will void any
judgment that was obtained against the Debtor at any time only to the extent
that the judgment relates to a discharged claim; and

Subject to the limitations and conditions imposed under Bankruptcy Code

§ 1125(e), persons who—in good faith and in compliance with applicable
Bankruptcy Code provisions—either solicit Plan acceptances or rejections or
participate in the offer, issuance, sale, or purchase of securities under the
Plan will not be liable on account of their solicitation or participation for
violation of any applicable law, rule, or regulation governing the solicitation
of Plan acceptances or rejections or the offer, issuance, sale or purchase of
such securities.

Revesting of the Assets

The Assets shall not be vested in the Debtor on or following the Effective Date, but

shall be vested in the Reorganized Debtor and continue to be subject to the jurisdiction of

the Court following confirmation of the Plan until such Assets are distributed to the

Holders of Allowed Claims in accordance with the provisions of the Plan.
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C. Exculpation and Releases

Effective upon the entry of the Confirmation Order, neither the Debtor, the
Professionals, nor any of their respective members, officers, directors, shareholders,
employees, or agents, shall have or incur any liability to any Person, including any creditor
or Interest Holder of the Debtor, for any act taken or omission made in connection with or
related to the negotiation, formulation, or preparation of the Plan and the Disclosure
Statement, the approval of the Disclosure Statement, the confirmation of the Plan, the
consummation of the Plan, or the administration of the Plan, the Case, or the property to
be distributed under the Plan, to the fullest extent permitted by applicable statutes and
case law, except that the Reorganized Debtor will be liable for the performance of
obligations assumed by it or imposed upon it under or by the Plan.

D. Modification of the Plan

The Debtor may modify the Plan at any time before confirmation. If the Plan is
modified, however, the Court may require a new Disclosure Statement or re-voting on the
Plan depending on the nature of the modifications and their effect on parties in interest.
The Debtor may seek to modify the Plan at any time after confirmation if (a) the Plan has
not been substantially consummated, and (b) the Court, after notice and a hearing,
authorizes the proposed modification.

E. Post-Confirmation Status Report

Within 120 days of the entry of the Confirmation Order, the Debtor shall file a status
report with the Court explaining what progress has been made towards consummation of
the confirmed Plan. The status report shall be served on the OUST, the Committee, and
the parties who have requested special notice. Further status reports shall be filed every
120 days and served on the same entities.

F. Quarterly Fees

Quarterly fees accruing under 28 U.S.C. § 1930(a)(6) prior to confirmation shall be
paid to the OUST on or before the Effective Date. Quarterly fees accruing under

28 U.S.C. § 1930(a)(6) after confirmation shall be paid to the OUST by the Debtor from
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the assets of the Reorganized Debtor until a final decree, or the entry of an order
dismissing the Case or converting the Case to chapter 7, at the rate in effect at the time
such fees are due.

G. Post-Confirmation Conversion/Dismissal

After the Plan is confirmed, a creditor or party in interest may bring a Motion, only
after notice and a hearing, to convert or dismiss the Case under Bankruptcy Code
§ 1112(b) if there is a material default in performing the Plan. If the Court orders the Case
converted to chapter 7 after the Plan is confirmed, then all property that had been property
of the Estate and transferred to the Reorganized Debtor, and that has not been distributed
under the Plan will revest in the chapter 7 estate. The automatic stay will be reimposed
upon the revested property only to the extent that relief from stay was not previously
authorized by the Court during the Case.

The Confirmation Order may also be revoked under very limited circumstances.
The Court may revoke the Confirmation Order if it was procured by fraud and if a party in
interest brings an adversary proceeding to revoke the confirmation within 180 days after
the entry of the Confirmation Order.

H. Final Decree

Once the Estate has been fully administered as referred to in Bankruptcy Rule

3022, the Debtor will File a Motion with the Court to obtain a final decree closing the Case.

Dated: August 30, 2011 WEILAND, GOLDEN,
SMILEY, WANG EKVALL & STROK, LLP

By: /s/ Hutchison B. Meltzer

HUTCHISON B. MELTZER
Attorneys for Debtor and
Debtor-in-Possession
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TABLE OF DEFINITIONS

"1' LV DOT" means the first position deed of trust securing the 1% LV Note against
the LV Property.

"1%' LV Note" means the note dated November 2, 2006 in the approximate amount
of $4,692,600 executed by BV Land in which the Debtor owns a 100% interest.

"2"4 |V DOT" means the Debtor's 24.1173% interest in the second position deed
of trust securing the 2" LV Note against the LV Property.

"2"d | \/ Note" means the note in the approximate amount of $19,076,316.63 (with
the Debtor's portion being $4,600,692.45).

"3' LV DOT" means the Debtor's 16.7189% interest in the third position deed of
trust securing the 3™ LV Note against the LV Property

"3' LV Note" means the note in the approximate amount of $13,322,143.26 (with
the Debtor's portion being $2,227,315.81).

"Administrative Claim" means a Claim against the Debtor for administrative costs
or expenses that are allowable under Bankruptcy Code § 503(b).

"Administrative Tax Claim" means an Administrative Claim or other Claim that is
not an Allowed Secured Claim and that a government unit asserts against the Debtor for
taxes (or for related interest or penalties) for any tax period that, either in whole or in part,
falls within the period beginning on the Petition Date and ending on the Effective Date.

"Allowed Claim" means a Claim against the Debtors, other than an Administrative
Claim, to the extent that:

a. Either: (i) a Proof of Claim was Filed by the Bar Date; or (ii) a Proof of Claim

is deemed timely Filed either under Bankruptcy Rule 3003(b)(1) or by a Final
Order; and
b. Either: (i) the Claim is not a Disputed Claim; (ii) the Claim is allowed by a

Final Order; or (iii) the Claim is allowed under the Plan.
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"Allowed [Class Designation and/or Secured, Priority, or General Unsecured
or Trade] Claim" means an Allowed Claim in the specified Class and/or of the specified
type.

"Assets" means all tangible and intangible assets and property of every kind and
nature of the Debtor and/or its Estate, and all proceeds thereof, existing as of the Effective
Date.

"Avoidance Action" means Causes of Action arising under 11 U.S.C. §§ 510,
541, 542, 544, 545, 547, 548, 549, 550, 551 and/or 553, or under related state or federal
statutes and common law, including, without limitation, fraudulent transfer laws, whether
or not litigation is commenced to prosecute such Causes of Action.

"Bankruptcy Code" or "Code" means Title 11 of the United States Code, as
amended.

"Bankruptcy Rules" means the Federal Rules of Bankruptcy Procedure.

"Bar Date" means the last date for filing Proofs of Claim in the Debtor's Case. The
Bar Date is July 15, 2011.

"Bar Date Notice" means the notice of the Bar Date served on creditors of the
Estate on May 11, 2011.

"Business Day" means any day, other than a Saturday, a Sunday or a "legal
holiday," as defined in Rule 9006(a) of the Bankruptcy Rules.

"BV Land" refers to BV Land Company, LLC.

"BV Land Action" means the fraudulent transfer action filed by the Receiver
against BV Land in the United States District Court, District of Utah, Case No. 2:09-cv-
1057.

"Case" means the Debtor's case under chapter 11 of the Bankruptcy Code that is
pending before the United States Bankruptcy Court for the Central District of California,
Santa Ana Division, as Case No. 8:11-bk-14298-RK.

"Cash" means legal tender of the United States of America.
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"Cause of Action" mean, without limitation, any and all actions, causes of action,
controversies, liabilities, obligations, rights, suits, damages, judgments, Claims (as defined
in Code § 101(5)) and demands whatsoever, whether known or unknown, reduced to
judgment, liquidated or unliquidated, fixed or contingent, matured or unmatured, disputed
or undisputed, secured or unsecured, assertable directly or derivatively, existing or
hereafter arising, in law, equity, or otherwise that the Debtor and/or the Estate may hold
against any Person as of the Effective Date.

"CBT" refers to California Bank & Trust.

"Charles Dunn" refers to Charles Dunn Capital, LLC.

"Claim" means a claim, as the term "claim" is defined in Bankruptcy Code
§ 101(5), against the Debtor.

"Claims Objection Deadline" means September 30, 2011.

"Class" or "Class of Claims or Interests" means a group of Claims or Interests
as classified under the Plan.

"Committee" refers to the official committee of unsecured creditors.

"Confirmation Date" means the date on which the Court enters the Confirmation
Order on its docket.

"Confirmation Hearing" means the hearing held by the Court on the confirmation
of the Plan.

"Confirmation Order" means the Court order confirming the Plan under
Bankruptcy Code § 1129.

"Court" means the United States Bankruptcy Court for the Central District of
California, Santa Ana Division.

"Cure Amount" means any amounts that must be paid to cure defaults under the
executory contracts and unexpired leases to be assumed under the Plan.

"Debtor" refers to Boundary Bay Capital, LLC.
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"Debtor Professionals” means the agents, financial advisors, attorneys,
consultants, independent contractors, representatives, and other professionals engaged
or retained by the Debtor (in their capacities as such).

"DIP Loan" means debtor-in-possession financing and potential post-confirmation
financing.

"Disclosure Statement” means this Disclosure Statement, as the same may be
amended or modified from time to time.

"Disputed Claim" means all or any part of a Claim as to which any one of the
following applies: (i) no Proof of Claim has been filed with respect to such Claim, and the
Claim is listed in the Schedules as unliquidated, disputed, contingent or unknown, or; (ii)
the Claim is the subject of a timely objection or request for estimation which is filed on or
before the Claims Objection Deadline, which objection or request for estimation has not
been withdrawn or determined by a Final Order. In addition, prior to the earlier of: (a) the
Claims Objection Deadline, and (b) such date as the Bankruptcy Court allows the Claim
pursuant to a Final Order, any Claim that is evidenced by a Proof of Claim shall be
deemed a Disputed Claim for purposes of calculating and making any Distributions under
this Plan if: (1) no Claim corresponding to the Proof of Claim is listed in the Schedules, (2)
the Claim corresponding to the Proof of Claim is listed in the Schedules as disputed,
contingent, unliquidated or unknown, (3) the amount of the Claim as specified in the Proof
of Claim exceeds the amount of any corresponding Claim listed in the Schedules as not
disputed, not contingent, and liquidated, but only to such extent, or (4) the priority or
classification of the Claim as specified in the Proof of Claim differs from the priority of any
corresponding Claim listed in the Schedules.

"Distribution” means any distribution pursuant to the Plan to the Holders of an
Allowed Claim.

"Distribution Date" means the date upon which the Distribution was made.

"DOC" refers to the Department of Corporations.
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1 "Effective Date" means the first Business Day that is fourteen (14) days after the
2 | entry of the Confirmation Order, provided there has been no order staying the
3 | effectiveness of the Confirmation Order.
4 "Effective Date Payments" means Distributions or payments required by the Plan
5 | to be made by the Debtor on the Effective Date.
6 "Enhanced Income" refers to Enhanced Income Fund |, LLC.
7 "Enhanced Income Note" means the note secured by a first position lien against
8 | the Debtor's interest in the 2" LV Note.
9 "Estate" means the bankruptcy estate created in the Debtor's Case under
10 || Bankruptcy Code § 541.
N 11 "Equity Distribution™ means periodic distributions to equity holders of the
i_ 12 || Reorganized Debtor as proceeds net of operational expenses and reasonable reserves
5%?;2 13 | become available.
E;—E:j 14 "File,” "Filed," or "Filing" means duly and properly filed with the Court and
EE;E 15 | reflected on the Court's official docket.
§§§$§ 16 "Final Order" means an order or judgment of the Court entered on the Court's
g } 17 || docket.
7 18 a. That has not been reversed, rescinded, stayed, modified, or amended;
19 b. That is in full force and effect; and
20 C With respect to which (i) the time to appeal or to seek review, remand,
21 rehearing, or a writ of certiorari has expired and as to which no timely Filed
22 appeal or petition for review, rehearing, remand, or writ of certiorari is
23 pending, or (ii) any such an appeal or petition has been dismissed or
24 resolved by the highest court to which the order or judgment was appealed
25 or from which review, rehearing, remand, or a writ of certiorari was sought.
26 "First Amended Schedules" means the amended schedules filed by the Debtor
27 | on May 20, 2011.
28
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"General Unsecured Claim" means an unsecured Claim against one or more of
the Debtor, however arising, not entitled to priority under Section 507(a) of the Bankruptcy
Code.

"Holder" means an entity holding a Claim or Interest.

"Insider Avoidance Actions" avoidance Causes of Action arising under 11 U.S.C.
§§ 510, 541, 542, 544, 545, 547, 548, 549, 550, 551 and/or 553, or under related state or
federal statutes and common law, including, without limitation, fraudulent transfer laws,
whether or not litigation is commenced to prosecute such Causes of Action, relating to the
insiders of the Debtor, as that term is defined in 11 U.S.C. § 101(31), only.

"Interests" means an equity interest in the Debtor.

"Interest Holders" refers to parties who hold membership interests (i.e., equity
interests) in the Debtor.

"LV Property" means those 17 parcels contained in 9 tax parcels (259) acres of
undeveloped land located in North Las Vegas, Nevada.

"LV Notes" means those notes secured by the 1%, 2" and 3™ trust deeds on the
LV Property.

"LV Trust Deeds" means the 1, 2" and 3™ trust deeds on the LV Property.

"Malpractice Action" means the Debtor's malpractice claim against the
Malpractice Defendants.

"Malpractice Defendants" refers to the Debtor's former counsel Glaser, Well,
Fink, Jacobs, Howard, Avachen & Shapiro, LLP, the successor entity to Christiansen,
Miller, Glaser, Fink, Jacobs, Weil & Shapiro, LLP, and other defendants.

"Membership Interests" means the equity interests held by parties in the Debtor.

"MOR" means monthly operating reports.

"Motion" means a request asking a judge to issue a ruling or order on a legal
matter.

"Murrietta Property" means the 9.13 acres of real property located at Washington

& Nutmeg in Murrieta, California, described legally as assessors ID 90602009-5.
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"New Equity Holders" means equity holders in the Reorganized Debtor.

"New Equity Interests" means the new membership interests in the Reorganized
Debtor issued to General Unsecured Creditors as provided for in Class 8(a).

"Net Proceeds" means the proceeds from the sale of assets after all costs of the
sale have been deducted.

"Non-Ordinary-Course Administrative Claims" means Administrative Claims
that are not Ordinary Course Administrative Claims, Administrative Tax Claims, or
Professional-Fee Claims, including Claims that may arise from agreements entered into
with the Estate after the Petition Date other than trade agreements.

"Non-Professional Administrative Claims" means Administrative Claims that are
not Professional-Fee Claims.

"Note" or "Notes" means the unsecured notes which funded the Debtor's
borrowing totaling $43,180,399.17 as set forth in the Schedules.

"Note Holders" refers to those parties Holding a Note or Notes.

"OCBB" refers to Orange County Business Bank.

"Operating Agreement" refers to the document which sets forth the operating
parameters for the Reorganized Debtor.

"Ordinary-Course Administrative Claims" means Administrative Claims other
than Administrative Tax Claims, Professional-Fee Claims, and Non-Ordinary-Course
Administrative Claims, based upon liabilities that the Debtor incurs in the ordinary course
of its business.

"OUST" means the Office of the United States Trustee, Santa Ana Division.

"Pacific Time" means the time in Los Angeles, California.

"PCH Property" means the real property located at 34311 Pacific Coast Highway,
Dana Point, California.

"Person" means any individual, corporation, general partnership, limited
partnership, limited liability company, association, joint-stock company, joint venture,

estate, trust, government, political subdivision, governmental unit (as defined in the
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Bankruptcy Code), official committee appointed by the United States Trustee, unofficial
committee of creditors or equity holders, or entity.

"Petition Date" refers to the petition date for the Debtor.

"Plan" means the Chapter 11 Plan, including any modifications or amendments to
the Plan.

"PPM" means private placement memorandum.

"Priority Claim" means an Allowed Claim entitled to priority against an Estate
under Bankruptcy Code §§ 507(a)(3), 507(a)(4), 507(a)(5), 507(a)(6), or 507(a)(7).

"Priority Tax Claim" means an Allowed Claim entitled to priority against an Estate
under Bankruptcy Code § 507(a)(8).

"Professionals" collectively means the persons and entities employed by the
Debtor pursuant to order of the Court in accordance with Bankruptcy Code §§ 327 or
1103.

"Professional-Fee Claim" means:

a. A Claim under Bankruptcy Code §§ 327, 328, 330, 331, 503, or 1103 for
compensation for professional services rendered or expenses incurred on
the Estate's behalf, or

b. A Claim either under Bankruptcy Code § 503(b)(4) for compensation for
professional services rendered or under Bankruptcy Code § 503(b)(3)(D) for
expenses incurred in making a substantial contribution to the Estate.

"Properties” refers to the PCH Property, the Murrieta Property, and the Ventura
Property.

"Proof of Claim" means a written statement filed in a Case by a creditor in which
the creditor sets forth the amount of its Claim, in accordance with Rule 3001 of the
Bankruptcy Rules.

"Pro Rata Share" means, in the case of Distributions to the Holders of Allowed

General Unsecured Claims, the ratio (expressed as a percentage) of the amount of an
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Allowed General Unsecured Claims to the sum of the aggregate amount of Allowed
General Unsecured Claims.

"Rafael" refers to Maureen Rafael.

"Rafael Litigation" means the litigation commenced by Rafael in the San Diego
Superior Court related to the non-payment of her note, which was subsequently assigned
to arbitration.

"Receiver" refers to Robert Wing, the federal receiver of Vescor.

"Receivership Action" means the fraudulent transfer action against the Debtor in
the United States District Court, District of Utah, Case No. 2:08-cv-00835 DB, seeking to
avoid the Debtor's 1%, 2" and 3" liens against the LV Property.

"Request for Payment" means a request for the payment of an Ordinary Course
Administrative Claim or a Non-Ordinary Course Administrative Claim as described in
Section 111.C.1.a and Il.C.1.b. of the Disclosure Statement.

"Reorganized Debtor" refers to the California limited liability company operated
pursuant to the Plan and an Operating Agreement substantially in the form of the
document attached as Exhibit "1" to the Plan.

"Schedule of Assumed and Assigned Agreements"” means a list of executory
contracts and unexpired leases to be assumed and assigned under the Plan.

"Schedules" means the Schedules of Assets and Liabilities filed by the Debtor in
the Case, as required by § 521(1) of the Code, Bankruptcy Rules 1007(a)(3) and (b)(1),
and Official Bankruptcy Form No. 6, as the Schedules may be amended from time to time.

"Second Amended Schedules" means the amended schedules filed by the
Debtor on July 27, 2011.

"Secured Claim" means a Claim that is secured by a valid and unavoidable lien
against property in which the Estate has an interest or that is subject to setoff under
Bankruptcy Code § 553. A Claim is a Secured Claim only to the extent of the value of the
Claim Holder's interest in that property or to the extent of the amount subject to setoff, as

applicable, as determined under Bankruptcy Code § 506(a).
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"SOFA" means the Debtor's statements of financial affairs.

"Tax Code" means the Internal Revenue Code.

"Undeliverable Distribution” means a Distribution to any Holder of an Allowed

Claim that is returned to the Debtor as undeliverable or otherwise unclaimed.

"URS" refers to URS Corporation.

"Ventura Property" means the real property located on Ventura Blvd. in Sherman

Oaks, California.

616785.1
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If the Debtor takes possession of the LV Property, the Debtor will receive
5 parcels of the 19 parcels that make up the LV Property in settlement of the 1
LV Note and 1% LV DOT. The Debtor will also receive a percentage ownership in
the new entity which will be created to own the balance of the parcels.

Below are the lots assigned directly to the Debtor and the initial value
assigned to each [ot by square footage based upon an estimated value of the LV

Property at $14,000,000:

Apex Central, LLC Lots at $.85 per square foot

Lot 1 362,836 sq. ft. $299,910
Lot 2 296,208 sq. ft. $251,776

Industrial Rail, LLC at $1.32 per square foot
(Parcels M and N will be encumbered by a deed of trust held by
Enhanced Income)

Parcel L (Parcel L 689,555 sq. ft. $910,212
will be sold first}
Parcel M 622,037 sq. ft. $821,088
Parcel N 1,710,610 sq. fi. $2,257,993

The total value for these two transactions is $4,540,320.

The following are the lots designated to the development/sale venture
owned by Heritage Funds and the initial value assigned to each lot by square

footage based upon an estimated value of the LV Property at $14,000,000:

Apex Central, LLC Lots at $.85 per square foot
Lot 8 291,852 sq. ft. $248,074
Lot 44 378,074 sq. ft. $322,126
Lot 45 300,564 sq. ft. $255,479
Lot 59 339,768 sq. ft. $288,802

EXHIBIT 1 PAGE 66
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Industrial Rail, LLC at $1.32 per square foot
Parcels A and B will be joint ventured starting in December 2012)
Parcel A 1,111,651 sq. ft. $1,467,379
Parcel B 740,520 sq. ft. $977,486
Parcel C 725,710 sq. ft. $957,937
Parcel G 739,646 sq. ft. $976,332
Parcel H 743,134 sq. ft. $980,936
Parcel | 746,618 sq. ft. $985,535
Parcel J 749,668 sq. ft. $989,561
Parcel K 753,152 sq. ft. $994,160

The total value for these two transactions is $9,452,807.
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UNSECURED RECEIVABLES

Unsecured Receivable

ASSETS
Receivables
Adam Frank 5 657.41
Birch Bay Partners 151,575.90
CMG, LLC 403,508.02
Camden Real Estate Opp Fune 600.00
Tax Appeal Consultants 3,580.16
Heritage Orcas VL Partners 81.12
First Credit Commerical

1,6684.93

Total Unsecured Receivables $ 561,597.54

Page 1 of 1
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ASSET PURCHASE AGREEMENT

This Asset Purchase Agieement (“Agreement™) is made this 31st day of December, 2008, by
and between COVENANT BANCORP, INC.. a NEVADA CORPORATION (the “Seiler”) and
BOUNDARY BAY CAPITAL, LLC, an individual (the “Buyer”), with reference to the following:

A, Seller is the owner of a real estate investment business (the “Business”) including the
assets and liabilities associated with the operation of the Business;

B. Seller desires to sell and transfer to Buyer certain assets and liabilities to Buyer and
Buyer desires to purchase these assets and liabilities from Seller

C. Seller desires to assign and transfer to Buyer and Buyer desires to assume from Seller
certain obligations and liabilities associated with the operation of the Business.

Now, therefore, in consideration of the respective representations and warranties and of the
covenants and agreements contained in this Agreement, and for other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree

as follows:

ARTICLE 1
PURCHASE OF ASSETS

Section 1.1  Purchase and Sale. Upon the terms and subject to the conditions contained
in this Agreement, Seller shall sell, transfer, convey, assign and deliver to Buyer and Buyer agrees to
purchase, acquire and assume from Seller, all of Seller’s right, title and interest in and to certain
assets, rights and properties relating to the operation of the Business (collectively the “Assefs™). A
listing of the Assets are identified in Exhibit A, attached hereto and incorporated herein,

Section 1.2  Liabilities. Buyer shall assume certain liabilities of Seller pursuant to the
Assignment and Assumption Agreement, a form of which is attached hereto as Exhibit B and
incorporated herein by reference.

ARTICLE 2
PURCHASE PRICE

Section 2.1  Consideration. The consideration for the purchase of the Assets (“Purchase
Price”) has been determined to equal the amount of the liabilities of the Business being assumed as

of December 31, 2008 ("Liabilities") pursvant to Exhibit B.
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ARTICLE 3
REPRESENTATIONS AND WARRANTIES

Section 3.1 Buye¢r’s Representations and Warranties. Buyer hereby represents and
warrants to Seller that:

{a)  Authorization.

(1} Buyer is duty organized, validly existing and in good standing in the State of
California;

(2)  Buyer is duly authorized to execute and deliver this Agreement;
(3)  This Agreement is binding on Buyer in accordance with its terms; and

(4)  The exccution and delivery of this Agreement, the consummation of the
transactions contemplated hereby and the compliance by Buyer with the terms of this Agreement will
not confliet with or result in a breach of any terms of, or constitute a default under any agreement,
obligation or instrument to which Buyer is a party or by which they ate bound.

(b)  Buyer is familiar with the Business and the federal and state laws, rules, plans,
ordinances, guidelines and regulations, applicable to the conduct of such business including without
limitation, the environmental regulations. Buyer has the expertise and ability to examine the Assets
and evaluate their condition and compliance with all such applicable federal and state laws, rules,
plans, ordinances, guidelines and regulations. '

Section 3.2 Seller’s Representations and Warranties. Seller hereby represents and
warrants to Buyer as follows:

(a) Authorization of Seller.

4)) is duly organized, validly existing and in good standing in the State of
California;

(2) Seller has all requisite power and authority to own and sell the Assets;
(3)  Seller is duly authorized to execute and deliver this Agreement; and

(4)  This Agreement is binding on Seller in accordance with its terms, with the
individuals executing this Agreement on behalf of Seller represent and warrant that they are duly
authorized to execute and deliver this Agreement on behalf of Seller.

(b) No Conflict or Default, Neither the execution or delivery of this Agrcement, nor
compliance with the terms and provisions hereof, including without limitation, the consummation of
the transactions contemplated hereby, will conflict with or result in the breach of any term, condition
or provision of any agreement, deed, contract, mortgage, indenture, order, decree legal obligation or
instrument to which Seller is a party or by which it or any of the Assets are bound, or constitute a
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default (or an event which, with the lapse of time or the giving of notice or both, would constitute a
default), or result in the creation or imposition of any lien, charge or encumbrance, or restriction of
any nature whatsoever with respect to any of the Assets, or give to others any interest or rights.

(¢c) Litigation. There is no claim, litigation, action, suit or proceeding, administrative or
judicial, pending or, to the best of Seller’s knowledge, threatened against the Seller or invoiving the
Assets before any federal, state, local or foreign court or agency or other governmental authority.
Seller has received no notice of any investigation or proceeding by any governmental agency or
institution with respect to the Business or the Assets.

(d) Compliance with Law. Seller has complied and is in material compliance with all
federal, state, local and foreign laws, rules and regulations applicable to its business.

ARTICLE 4
COVENANTS OF SELLER AND BUYER

Section 4.1 Closing. The transactions contemplated by this Agreement shall close and all
deliveries to be made at the Closing of the transactions contemplated by this Agreement shall take
place on December 31, 2008 at 10:00 a.m. at the offices of Buyer, or at such other place or date as
may be agreed upon from time to time by Buyer and Seller (the “Closing Date™). The Closing is
subject to the satisfaction of the conditions set forth below, unless duly waived.

Section 4.2 Conduct of Seller’s Business. Prior to and through and including the Closing,
Seller shall operate the Business and maintain the Assets in the usual and ordinaty course and
substantially in the same manner as previously conducted. In addition, Seller shall maintain the
Assets through the Closing in substantially the same condition as they were at time of inspection,
normal wear and tear excepted.

ARTICLE §
CONDITIONS TO OBLIGATIONS; COVENANTS

Section 5.1 Conditions Precedent to Obligations of Buyer. Each and every obligation of
Buyer to be performed at the Closing shall be subject to the satisfaction, or the express waiver, as of
or before the Closing of the following conditions:

(a) All representations and warranties of Seller set forth in the Agreement will be true and
correct as of the Closing;

{b) All obligations of Seller required to be performed prior to or at Closing shall have been
performed,

(¢) There have been no adverse changes in the operation of the Business since the execution
of the Agreement; and

(d) Seller is able to transfer all right, title and interest to the Assets.
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Section 5.2 Conditions Precedent to Obligations of Seller. Each and every obligation of
Seller to be performed at Closing shall be subject to the satisfaction, or the express waiver, as of or

before Closing of the following conditions:

(a) All representations and warranties of Buyer set forth in the Agreement will be true and
correct as of the Closing;

(b) All obligations of Buyer required to be performed prior to or at Closing shall have been
performed.

ARTICLE 6
DOCUMENTS DELIVERED AT CLOSING

Section 6.1 Deliveries by Seller. At the Closing, Seller shall deliver to Buyer, all duly and
properly executed by Seller such other agreements or documents as reasonably requested to

effectuate this Agreement.

Section 6.2 Deliveries by Buyer, At the Closing, Buyer shall deliver to Seller all duly and
properly executed by Buyer, to the extent appropriate:

(a) an Assignment and Assumption Agreement; and

(b} such other agreements or documents as reasonably requested to effectuate this
Agreement.

ARTICLE 7
INDEMNIFICATION

Section 7.1 Indemnification of Buyer. Without limiting in any way other rights and
remedics Buyer may have, Seller hereby agrees to indemnify and hold Buyer harmless against any
loss, claim, cause of action, damage, obligation, recovery, deficiency, cost, liability or expense
including, without limitation, interest, penalties, and reasonable attorneys’ fees and expenses
(“Loss™) in respect to or arising out of (i) the incorrectness, untruth, or breach of any material
representation, warranty or covenant made by Seller in this Agreement, the Exhibits, or any
certificate provided under this Agreement (ii) any third party claims regarding the use of the Assets
or the conduct of the Business prior to Closing.

Section 7.2 Indemnification of Seller. Without limiting in any way other rights and
remedies Seller may have, Buyer hereby, jointly and severally, agree to indemnify and hold Seller
harmless against any loss, claim, cause of action, damage, obligation, recovery, deficiency, cost,
liability or expense including, without limitation, interest, penalties, and reasonable attorneys’ fees
and expenses (“Loss™) in respect to or arising out of (i) the incorrectness, untruth, or breach of any
representation, warranty or covenant made by Buyer in this Agreement, the Exhibits, or any
certificate provided under this Agreement (ii) any third party claims regarding the use of the Assets
following the Closing, (iii) or any Loss arising regarding the use of the Assets following the Closing.
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ARTICLE 8
MISCELLANEQUS PROVISIONS

Section 8.1 [Enfire Agreement; Severability of Provisions. This Agreement, the
Exhibits and the documents referred to herein embody the entire agreement and understanding of the
parties hereto with respect to the subject matter hereof, and supersede all prior and contemporangous
agreements and understandings, oral or written, relative to said subject matter. If any provision of
this Agreement is held unenforceable, said holding shall not be deemed to impair the validity of the
remaining provisions of this Agreement, which shall remain in full force and effect.

Section 8.2 Binding Effect. This Agreement and the various rights and obligations arising
hereunder shall inure to the benefit of and be binding upon Seller and Buyer, and cach of their

successors and assigns.

Section 8.3 Amendment; Waiver. This Agreement may not be changed, amended,
terminated, angmented, rescinded or discharged (other than by performance), in whole or in part,
except by a writing executed by the parties hereto, and no waiver of any of the provisions or
conditions of this Agreement or any of the rights of a party hereto shall be effective or binding unless
such waiver shall be in writing and signed by the party claimed to have given or consented to such

waiver.

Section 8.4 No Third-Party Beneficiaries, Nothing herein, expressed or implied, is
intended or shall be construed to confer upon or give to any person, firm, corporation or legal entity,
other than the parties hereto, any rights, remedies or other benefits under or by reason of this

Agreement,

Section 8.5 Counterparts. This Agreement may be executed simultaneously in multiple
counterparts, each of which shall be deemed an original, but all of which when taken together shall

constitute one and the same instrument.

Section 8.6 Governing Law. This Agreement shall in all respects be construed in
accordance with and governed by the laws of the State of California without giving effect to conflicts

of taw principles.

Section 8.7 Attorneys’ Fees and Costs. If any parly to this Agreement brings an action
arising out of or related to the terms and conditions of this Agreement, the prevailing party shall be
entitled to recover from the other party reasonable attorneys’ fees and costs incurred in connection
with such action, and all costs of appeal and collection.

Section 8.8 Notice. All notices and other communications required or permitted under this
Agreement shall be deemed to have been duly given and made if in writing and if served either by
personal delivery to the party for who intended or by being deposited, postage prepaid, certified or
registered mail, return receipt requested, in the United States mail, addressed to the parties at the
following address {(or such other address as may be designated in writing by such party):

(a) if to Seller:
17801 Cartwright Rd., Irvine, California 92614,
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(b)  ifto Buyer:
17801 Cartwright Rd., Irvine, California 92614,

Section 8.9 Expenses. Except as expressly provided otherwise in this Agreement, each
party hereto shall pay its own expenses incurred in connection with the consummation of this
Agreement and associated transactions and approvals, including any and all attorney, accountant,
consultant, broker or finder fees.

Section 8.10 Assignment. Buyer may assign its rights under this Agreement without the
prior written consent of Seller to any entity controlled and/or operated by Buyer, or any successor-in-
interest of Buyer. Any such assignment shall not relieve Buyer of any liability under this Agreement.

Either party may assign its rights under this Agreement for any other purpose, but only with the prior
written consent of the other party, which consent shall not be unreasonably withheld. The valid
assignment of this Agreement consented to in writing by the other party shall relieve the assigning
party of all liability under this Agreement and shall bind that party’s assignee in full to the
obligations of this Agreement as though it were the criginal party.

Section 8.11 Construction. Each party acknowledges and agrees that it has read and
understands each and every provision of this Agreement and the Exhibits and has considered all
relevant business and tax aspects of this Agreement. The parties further acknowledge and agree that
each party has had the opportunity to consult with and obtain legal advice and counseling from an
attorney in relation to each and every provision of this Agreement and the Exhibits, and each party
acknowledges and agrees that it has either availed itself of that opportunity or has knowingly and
willfully declined such representation. Therefore, the language used in this Agreement shall be
deemed to be the language chosen by the parties hereto to express their mutual intent, and no rule of

strict construction shall be applied against either party.

[SIGNATURES APPEAR ON FOLLOWING PAGE]
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IN WITNESS WHEREQF, the parties hereto have caused this Agreement to be executed as
of the date and year first above written,

SELLER

COVENANT BANCORP, INC.
a Nevada Corporation

DAVID T. LAAVLOR, Managing Member
Heritage Capital Management, LLC

BUYER

BOUNDARY BAY CAPITAL, LLC
a Califorpt ited/4ability company
By:

DAVID T. LAWLOR, Managing Member

MEMBERS:

HERITAGE CAPI:!?L MANAGEMENT, LLC
By:

DAVID T. EAWLOR, Managing Member

COVENANT MANAGEMENT GROUP, LLC

By; N A !I{)__’OA A'/@\

JERR‘7 D. SMITK!, Managing Member
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EXHIBIT "A"

ASSETS OF
COVENANT BANCORP ,INC,

1. Note receivable, BY Land Co, LLC

2. Note receivable, Humphrey Bruce

3. Note receivable, Sccret Lake Il

4. Note receivable, Siena Medical

5. Note receivable, APEX Holdings 1-6, 23
6. Note receivable Siena Vista Office Park

7. Receivable - Boundary Bay Capital
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EXHIBIT "B"

ASSIGNMENT AND ASSUMPTION AGREEMENT

EXHIBIT 3 PAGE 77



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 84 of 199

ASSIGNMENT AND ASSUMPTION AGREEMENT

THIS ASSIGNMENT AND ASSUMPTION AGREEMENT (the “Agreement”) is entered into
and made effective December 31, 2008 (“Effective Date™), by and among COVENANT
BANCORP, INC. (“Assignor™), and BOUNDARY BAY CAPITAL, LLC (“Assignee”).

WITNESSETH:

WHEREAS, pursuant to the this Agreement, Assignor desires to assign all its interest, liabilities
and obligations to Assignee, and Assignee desires to accept the assignment of all interest and
assume all liabilities and obligations of Assignor; and

WHEREAS, Assignor and Assignee now desire to evidence Assignor’s assignment of all
interest, liabilities and obligations to Assignee and Assignee’s acceptance of all interest and
assumption of all liabilities and obligations of Assignor.

NOW, THEREFORE, in consideration of the promises and mutual covenants and agreements
hereinafter set forth, and for other good and valuable consideration the receipt and sufficiency of
which are hereby acknowledged, the parties hereto, intending to be legally bound, hereby agree

as follows:

1. Assignment.  Assignor hereby assigns, transfers and conveys to Assignee, all of
Assignor’ rights, title and interest in and to all properties, real and personal, tangible and
intangible, wherever situated, and all agreements fo which Assignor is a patly to as of the

Effective Date of this Agreement.

2. Assumption, Assignee hereby accepts all rights, title and interest in and to all properties,
real and persenal, tangible and intangible, wherever situated, and agrees to perform, pay and
discharge all liabilities and obligations of Assignor as of the Effective Date of this Agreement.

3. Headings. The headings contained in this Agreement as to the contents of particular
sections or other subdivisions contained herein are inserted for convenience of reference only
and are in no way to be construed as part of this Agreement or as limitations on the scope of
particular sections or other subdivisions to which they refer and shall not affect the interpretation

or meaning of this Agreement,

4. Governing Law. This Agreement shall be govemed by and controlled, construed and
enforced in accordance with the laws of the State of California.

5. Counterparts. This Agreement may be executed simultancously and in any number of
counterparts, each of which shall be deemed an original but all of which together shall constitute

one and the same instrument,

6. Successors and Assipns. This Agreement shall bind and inure to the benefit of and be
enforceable by the parties hereto and their respective successors and assigns.

R877/405434/CE&EW -1-
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7. Amendment and Modification. This Agreement may be amended or modified only in a
written instrument signed by each of the parties hereto.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed on
their respective behalves by their respective duly authorized officers all as of the day and year

first above written.

ASSIGNOR:

By

DAVID T. LAWLOR, Managing Member
Heritage Capital Management, LLC

ASSIGNEE:

BOUNDARY BAY CAPITAL, LLC
a CaliforgiaJimited fability company

By:
DAVID T. LCAWLOR, Managing Member

MEMBERS:

HERIT CAPITAL MANAGEMENT, LLC

By

DAVID T. FAWLOR, Managing Member

COVENANT MANAGEMENT GROUP, LLC

[

1
By: \ N~ W,
JE7Y D. sﬂCITH, Manaking Member

R877/405434/C&W -2-
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OTHER UNSECURED DEBT

Other Unsecured

Orange County Business Bank 816,514.24
City of Lapeer 492.09
Charter Communications 29.35
Cooley, Moulton & Smith 100.00
David C. Weiss 337.50
Glaser, Weil, Fink 250,000.00
Herndon Partners 842.91
Law Offices of Jay Statman 300.00
L.os Angeles County Treasurer 89.81
Malibu West 169,52
Ruben Sanchez 600.00
Southwest Fire Protection 675.00
The Gas Co. 271.75
Birch Bay Management 3,407.78
Covenant Opportunity Fund 7564,537.49
Heritage Capital Management 110,879.16
Jerry Smith 166,563.77
Toal Other Unsecured Debt 2,105,800.35

Page 1 of 1
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0311611

Accrual Basis

Boundary Bay Capital, LLC
Account QuickReport

As of March 186, 2011

Type Date Num Name Memo Split Amount
Orange County Business Bank
General Journal C4/M12/12010 995 TRF TO CMG CMG, LLC -1,000.00
General Journal 05/11/2010 1029 TRF TO CMG CMG, LLC -1,000.00
General Journal 05/13/2010 1030 TRF TO CMG CMG, LLC -4,500.00
General Journal 06/16/2010 1047 Money trf to CMG for benefit of HGM payable Heritage Capital Management, LL -30,000.00
General Journal 07/22i2010 1136 TRF TO CMG CMG, LLC -250.00
General Journal 07/26/2010 1137 TRF TO CMG CMG, LLC -75.00
Check 08/12/2010 1249 ECHO BAY PARTNERS, LLC -SPLIT- -50,000.00 1
General Journal 08/12/2010 1181 PAYING HCW FOR MGMT FEES Heritage Capital Management, LL -20,000.00
General Journal 08/12/2010 1162 TRF TO CMG CMG, LLC -3,000.00
General Journal 08/16/2010 1164 TRF TO CMG CMG, LLC -30,000.00
General Journal 08/16/2010 1165 PAYING DOWN ON MGMT FEES Heritage Capital Management, LL -30,000.00
General Journal 08/17/2010 1168 TRF TO CMG CMG, LLC -17,000.00
General Journal 08/20/2010 1167 TRF TO HCM FOR MGMT FEES Heritage Capital Management, LL -3,000.00
Generzal Journal 09/02/2010 1198 Trf to CMG CMG, LLC -5,500.00
Check 09/20/2010 1261 BOYER, DOUG Her Cap - Boyer Family Trust Heritage Capital -2,000.00 2
Check 09/20/2010 1262 GILMARTIN, JOHN Heritage Capital Partners Earnings Distrib Heritage Capital -3,000.00 2
Check 09/20/2010 1263 IRA RESQURCES, INC. Heritage Capital Partners LP Earnings Distrib Heritage Capital -500.00 2
Check 09/20/2010 1264 MC ELMURRY FAM TRUST HER CAPITAL PARTNERS Heritage Capital -500.00 2
Check 08/20/2010 1265 MCKENZIE, BOG LLC HERITAGE CAPITAL PARTNERS, LP Heritage Capital -1,000.00 2
Check 09/20/2010 1266 MORSHEAD, D IRA HERITAGE CAPITAL PARTNERS EARNINGS DISTRIB Heritage Capital ~1,000.00 2
Check 09/20/2010 1267 ODAM, ABBY IRA HERITAGE CAPITAL PARTNERS EARNING DISTRIB Heritage Capital -1,951.22 2
Check 0972012010 1268 ODAM, JOHN TRAD IRA HERITAGE CAPITAL PARTNERS LP EARN DISTRIB Heritage Capital -2,632,29 2
Check 09/20/2010 1269 PETERSON, JON IRA HERITAGE CAPITAL PARTNERS EARNINGS DISTRIB Heritage Capital -10,000.00 2
Check 09/20/2010 1270 PETERSON, JON ROTH IRA HERITAGE CAPITAL PARTNERS EARN DISTRIB Heritage Capital -10,000.00 2
Chack 08/20/2010 1271 RITTER, LOIS IRA HERITAGE CAPITAL PARTNERS EARN DISTRIB Heritage Capital -300.00 2
Check 09/20/2010 1272 WALKER, ROBERT JAMES HERITAGE CAPITAL PARTNERS, LP Heritage Capital -500.00 2
Check 09/20/2010 1273 CARTWRIGHT PROPERTIES, LLC RENT CMG -5,000.00 2
Check 09/20/2010 1274 ATET $282.57 & 83.20 -SPLIT- -365.77 2
Chack 09/20/2010 1275 CAVALIER TELEPHONE ACCT 2416534 CMG -152.46 2
Check 09/26/201%0 1276 CENTURYLINK ACCT: 300512927 CMG -74.94 2
Check 09/20/2010 1277 CREATIVE SERVICES JERRY & JOANNE SMITH -SPLIT- -147.83 2
Check 08/20/2010 1278 REGENCE BLUE SHIELD 31803 PLANF -SPLIT- -454,00 2
Check 08/20/2010 1279 JERRY D. SMITH CREDIT CARD REIMBURSEMENT CMG -2,649.33 2
Check 05/20/2010 1280 DAVID T. LAWLOR CREDIT CARD REIMBURSEMENT CMG 94,24 2
Check 09/20/2010 1281 GROBATY & PITET LLP CMG -2,000.00 2
Check 10/05/2010 1202 COVENANT MANAGEMENT GROUP CMG, LLC -1,000,00
Check 10/05/2010 1293 BLUE SHIELD OF CALIFORNIA CMG, LLC -5,244.00
Check 10/06/2010 1294 COVENANT MANAGEMENT GROUP, LLC CMG out of checks - transferred cash and then wrote check Crange County Business Bank . -2,500.00 2
Check 10M2/2010 1287 WASHINGTON COUNTY Heritage Orcas -672.00 3
General Journal 10115/2010 1233 Tef to CMG CMG, LLC -320.43
Check 10/26/2010 1295 GOLDEN EAGLE INSURANCE Paolicy #100651680 & 500675520 Covenant Opportunity Fund -1,236.10 3
General Journal 140172010 1261 Trf 20 Orcas Heritage Orcas Page 198,57 3
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Accrual Basis

Boundary Bay Capital, LLC

Account QuickReport
As of March 16, 2011

Cash

Type Date Num Name Memo Split Amount
Check 12/13/2010 1309 COVENANT MANAGEMENT GROUP, LLC Payment on receivable - mgmt fees Heritage Capital Management, LL -5,000.00
Check 12/21/2010 1311 Hemar, Rousso & Heald Retainer - Brats Bros lease - Cov Opp Fund Covenant Opportunity Fund -3,000.00 3
General Journal 03/22/2011 1337 Trf to Heritage Orcas 1o clear payable Heritage Orcas -885.14 3
Total Orange County Business Bank -259,584.,32
-259,584.32

Page 88 of 199

Main Document

1 - Reimbursing Echa Bay Partners - $22,300, $27,700 to HCM for mgmt fees
2 - Payments made from BBC - money transferred from CMG to cover payments - CMG out of checks
3 - Payments ic Heritage Crcas and Covenant Opportunity Fund to reduce payable owed by BBC

-259,584.32

Page 2 of 2
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10:34 AM

04/04/11
Accrual Basis

Boundary Bay Capital, LLC Debtor in Possession

Balance Sheet
As of March 28, 2011

Mar 28, 11
ASSETS
Current Assets
Checking/Savings
Cash
QOrange County Business Bank 1,717.41
Total Cash 1,717.41
Total Checking/Savings 1,717.41
Other Current Assets
Accrued Interest
Gilmartin 2,974.61
Humphrey 309.92
Total Accrued Interest 3,284.53
Rec - Tax Appeal Consultants 3,5680.16
Receivables
Adam Frank 657.41
Birch Bay Partners 151,575.80
Heritage Orcas VL Partners 91.12
Lexington Insurance - Lapeer 31,108.73
Total Receivables 183,433,156
Retainer - Robertson, Thommarso 5.913.17
Retainer - Weiland, Golden 225,000.00
Total Gther Current Assets 421,211.02
Total Current Assets 422,928.43
Other Assets
Goodwill - Covenant Capital 3,078,604.00
Investments
Heritage Orcas Partners, LP 3,063,096.25
Murrieta 2,000,000.00
PCH 4,333,388.85
Total Investments 9,396,485.10

Notes Receivable
Apex Capitallndustrial Rail
CMG, LLC
First Credit Commerical Capital
Gilmartin
Humphrey, Bruce
Lots 1-8, 23
Siena Office Park
Siena Vista

11,522,285.35

403,508.02

1,584.93
134,538.61
123,792.95
523,562.98
411,506.24
208,642.74

Total Notes Receivable

13.417.421.82

Total Other Assets

25,892,510.92

TOTAL ASSETS 26,316,439.35
LIABILITIES & EQUITY
Liabilities
Current Liabhilities
Accounts Payable
Accounts Payable 438,829.95
Total Accounts Payable 438,8258.95
Other Current Liabilities
Accrued Expenses
Accd Int - Charles Dunn 12,064.97
Accd Int - Enhanced Income 258,064.55
Accd Int - Investors 322,044.57
Accd Property Taxes 5,672.34
Computer software support 12,543.58
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10:34 AM

04/04111
Accrual Basis

Boundary Bay Capital, LLC Debtor in Possession

Balance Sheet
As of March 28, 2011

Mar 28, 11

Total Accrued Expenses

Intercompany Payables
Birch Bay Management
Covenant Opportunity Fund
Heritage Capital Management, LL

610,390.01

3,407.76
754,537.49
110,913.54

Total Intercompany Payables

Loans Payable
Calif Bank & Trust
Charles Dunn Company, Inc.

§68,858.79

2,364,612.07
250,000.00

Total Loans Payable

Notes Payable
Enchanced Income Fund
Investors Due in 1 yr

2,614,612.07

4,000,000.00
2421272235

Total Notes Payable
Payable - Jerry Smith

28,212,722.35
164,938.26

Total Other Current Liabilities

32,471,521.48

Total Current Liabilities

Long Terim Liabilities
8% Secured Promissory Note
N/P - Investors Due in 2 yr
N/P - Investors Due in 3 yr +

32,910,351.43

160,000.00
6,125,235.09
8,677,241.50

Total Long Term Liabilities

14,962,476.59

Total Liabilities

Equity
Partner - Cov Mgmt Group, LLC
Partner - Her Cap Mgmt, LLC
Retained Earnings
Net Income

47,872,828.02

-1,086,016.99
-3,058,529.03
-15,358,741.31
-2,054,101.34

Total Equity

-21,557,388.67

TOTAL LIABILITIES & EQUITY

26,315,439.35
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10:34 AM Boundary Bay Capital, LLC Debtor in Possession
04/04/11 Profit & Loss

Accrual Basis

Ordinary Income/Expense
Income
Investor withdrawals - premium
Loan Interest [ncome
Gilmartin
Humphrey

Total Loan Interest Income

Lot rental - Dana Villas
Lot Rental - Murrictta
Realized Cap Gains/l.osses LT

Total Income

Gross Profit

Expense
Computer and Internet Expenses
Interest Expense :
Charles Dunn Capital, Inc.
Enhanced Income Fund
Investors

Total Interest Expense

Management fees

Professional Fees
Legal - Fabian
Legal - Glaser, Weil, Fink
Legal - Grobaty & Pitet LLP
Legal - McConnell, Dunning & Ba
Legal - Moulton
Legal - Robertson Thommarson
Legal - Weiland

Total Professional Fees

Property Taxes
Broad Beach
Lapeer
Malibu
Murrietta property
PCH, Green

Total Property Taxes

Taxes
IRS - Penalty
State Taxes - California

Total Taxes
Total Expense
Net Ordinary Income

Net Income

EXHIBIT 6

March 1 - 28, 2011

Mar 1 -28, 11 Jan 1 - Mar 28, 14

0.00 1,500.00

301.09 967.81

154.96 464.88
456.05 1,432.69
1,180.19 1,622.76
1,500.00 3,000.00
-241,649.21 -1,364,687.50
-238,512.97 -1,357,132.05
-238,512.97 -1,357,132.05
860.00 2,580.00

2,634.41 8,467.75

18,064.51 58,064.51

133,537.22 349,633.90
164,236.14 416,166.16
13,323.89 42,731.29

0.00 86.47

0.00 200,000.00

5,270.33 745755

0.00 1,125.00

37.98 94,29

0.00 10,110.85

0.00 2,561.27
5,308.31 221,435.43

0.00 302.72

820.11 2,460.33

1,293.01 1,293.01

4,431.76 11,500.26

575.45 -1,966.71
7,120.33 13,679.61

358.18 358.18

0.00 18.62
358.18 376.80
181,206.85 696,969.29
-419,719.82 -2,054,101.34
-419,719.82 -2,054,101.34

Page 1
PAGE 85



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

Main Document  Page 92 of 199

> Ry FFNR\/7 UNITED STATES DEPARTMENT OF JUSTICE
{ O P H/ OFFICE OF THE UNITED STATES TRUSTEE Flled Electronically

CENTRAL DISTRICT OF CALIFORNIA Docket No, 2o .
InRe: CHAPTER 11 (BUSINESS)
Boundary Bay Capital, LLC Case Number: 8:11-bk-14298-RK
' Operating Report Number: 1
Debtor(s).} |For the Month Ending: 30-Apr-11

1. CASH RECEIPTS AND DISBURSEMENTS
A. (GENERAL ACCOUNT*)

1. TOTAL RECEIPTS PER ALL PRIOR GENERAL ACCOUNT REPORTS 0.00

2. LESS: TOTAL DISBURSEMENTS PER ALL PRIOR GENER.AL 0.00
ACCOUNT REPORTS

3. BEGINNING BALANCE: . | . 1,737.41 |

4, RECEIPTS DURING CURRENT PERIOD;
Accounts Receivable - Post-filing ' 1,502.05
Accounts Receivable - Pre-filing 31,108.73
General Sales )
Other (Specify)
#*Other (Specify)

TOTAL RECEIPTS THIS PERIOD: | 32,610.78 |

5. BALANCE: | 34548.19 |

6. LESS: TOTAL DISBURSEMENTS DURING CURRENT PERIOD .;_-F
Transfers to Cther DIP Accounts (from page 2) 561,55 |
Disbursements (from page 2) 0,00 | =~

e

: m
TOTAL DISBURSEMENTS THIS PERIQD:*** =

EURAR YA

foailly
n
L

0
7. ENDING BALANCE: | ' 33,786.64 ||

8. General Account Number(s): #6479463223
#6124121499
Depository Name & Location: Wells Fargo Bank, NLA.
' 2640 Main Street, Suite R
Trvine, CA. 92614

*  All receipts must be deposited into the general account,
** Tnclude receipts fram the sale of any real or personal property out of the ordinary course of business; attach an exhibit specifying what was sold,
to whom, terms, and date of Court Order or Report of Sale.

*#¥This ampunt should be the same as the total fom page 2.
Page 1 of 16

EXHIBIT 7 PAGE 86
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

Main Document

Page 93 of 199

TOTAL DISBURSEMENTS FROM GENERAL ACCOUNT FOR CURRENT PERIOD

Date
mm/dd/yyyy

Check

Number

Payee or DIP
account

Purpose

*Amount
Transfered

ﬁAmount
Disbursed

Amount

03/31/11

Open tax accounts

200.00

200.00

04/28/10

1001

U.S. Trustee

trustee fees

325.00

325.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

4/30/2011

Wells Fargo

bank service charge

36.55

36.55

0.060

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

TOTAL DISBURSEMENTS THIS PERIOD:|

561.55

0.00

3561.55

* Fill in amounts in this column if they are TRANSFERS to another DIP account (e.g. Payroll or Tax); the “amount” column will

be filled in for you.
** Fill in amounts in this column if they are DISBURSEMENTS to outside payees; the "amount” column will be filled in for you,

Page 2 of 16
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 94 of 199

GENERAL ACCOUNT
BANK RECONCILIATION
Bank statement Date: 4/30/2011 Balance on Statement; $34,111.64
Plus deposits in transit (a):
Deposit Date Deposit Amount
TOTAL DEPOSITS IN TRANSIT 0.00 |
Less Outstanding Checks (a):
Check Number Check Date Check Amount
1001 4/28/2011 325.00
TOTAL OUTSTANDING CHECKS: 325.00 |
Bank statement Adjustments; check fees - will be reversed (36.55)
Explanation of Adjustments- interest income 0.02
ADJUSTED BANK BALANCE: Page 3 of 18 L $33,786.64]

EXHIBIT 7 PAGE 88



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 95 of 199

I. CASH RECEIPTS AND DISBURSEMENTS
B. (PAYROLL ACCOUNT)

1. TOTAL RECEIPTS PER ALL PRIOR PAYROLL ACCOUNT REPORTS

2. LESS: TOTAL DISBURSEMENTS PER ALL PRIOR PAYROLL
ACCOUNT REPORTS

3. BEGINNING BALANCE: 0.00 |

4, RECEIPTS DURING CURRENT PERIOD:
(Transferred from General Account)

5. BALANCE: | 0.00 |
6. LESS: TOTAL DISBURSEMENTS DURING CURRENT PERIOD

TOTAL DISBURSEMENTS THIS PERIOD:*#* | 0.00 |
7. ENDING BALANCE: 0.00

8. PAYROLL Account Number(s):

Depository Name & Location:

Page 4 of 16
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 96 of 199

TOTAL DISBURSEMENTS FROM PAYROLL ACCOUNT FOR CURRENT PERIOD

Date Check
mm/dd/yyyy | Number Payee Purpose Amount

Page § of 16
TOTAL DISBURSEMENTS THIS PERIOD: 0.00

EXHIBIT 7 PAGE 90



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 97 of 199

PAYROLL ACCOUNT
BANK RECONCILIATION
Bank statement Date: Balance on Statement:
Plus deposits in transit (a):
Deposit Date Deposit Amount

TOTAL DEPOSITS IN TRANSIT 0.00]
Less Outstanding Checks (a):

Check Number Check Date Check Amount
TOTAL OUTSTANDING CHECKS: 0.00 |
Bank statement Adjustments:
Explanation of Adjustments-

Page 6 of 16

ADJUSTED BANK BALANCE: $0.00 |

EXHIBIT 7 PAGE 91



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 98 of 199

1. CASH RECEIPTS AND DISBURSEMENTS
C. (TAX ACCOUNT)

1. TOTAL RECEIPTS PER ALL PRIOR TAX ACCOUNT REPORTS 0.00
2. LESS: TOTAL DISBURSEMENTS PER ALL PRIOR TAX 0.00
ACCOUNT REPORTS
3. BEGINNING BALANCE: 200.00 |
4. RECEIPTS DURING CURRENT PERIOD: 0.01

{Transferred from General Account) -
5. BALANCE;: [ 200.01 |
6. LESS: TOTAL DISBURSEMENTS DURING CURRENT PERIOD

TOTAL DISBURSEMENTS THIS PERIOD;*** [ 42.55 |
7. ENDING BALANCE: 157.46
8. TAX Account Number(s): #6124121473, #6479463231

Wells Fargo Bank, N.A.
Depository Name & Location: 2540 Main Street, Suite %

Irvine, CA 92614

Page 7 of 16
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 99 of 199

TOTAL DISBURSEMENTS FROM TAX ACCOUNT FOR CURRENT PERIOD

Date Check
mm/dd/yyyy | Number Payee Purpose Amount
4/30/2011 Wells Fargo check charges (will be reversed) 36.55
4/30/2011 Wells Fargo service charge (will bereversed) 6.00

P

gge 8 of 16
TOTAL DISBURSEMENTS THIS PERIOD: 42.55

EXHIBIT 7 PAGE 93



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 100 of 199

TAX ACCOUNT
BANK RECONCILIATION
Bank statement Date: 4/30/2011 Balance on Statement: $157.46
Plus deposits in transit (a):
Deposit Date Deposit Amount
TOTAL DEPOSITS IN TRANSIT : ' 0.00 |
Less Outstanding Checks (a):
Check Number Check Date Check Amount
TOTAL OUTSTANDING CHECKS: 0.00 |
Bank statement Adjustments:
Explanation of AdJUSIents- e ieeree—eeeteasnreneoe e o eent e eemr et e en ey
Page 9 of 16
ADJUSTED BANK BALANCE: $157.46 |
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 101 of 199

I. D SUMMARY SCHEDULE OF CASH

ENDING BALANCES FOR THE PERIOD:

(Provide & copy of monthly account statements for each of the below)

General Account: 33,786.64
Payroll Account: :
Tax Account: 157.46
*(Other Accounts:
*Other Monies:
**Petty Cash (from below): | 0.00 |
TOTAL CASH AVAILABLE: 33,944.10
Petty Cash Transactions:
Date Purpose Amount
TOTAL PETTY CASH TRANSACTIONS: - 0.00 |
Page 10 of 16
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 102 of 199

II. STATUS OF PAYMENTS TO SECURED CREDITORS, LESSORS
AND OTHER PARTIES TO EXECUTORY CONTRACTS

Post-Petition
Frequency of Payments payments not made
Creditor, Lessor, Efc. (Mo/Qtr) Amount of Payment (Number) Total Due
TOTAL-DUE: 0.00

II. TAX LIABILITIES

FOR THE REPORTING PERIOD:
Gross Sales Subject to Sales Tax:
Total Wages Paid:
Total Post-Petition Date Delinquent
Amounts Owing | Amount Delinquent Amount Due
Federal Withholding
State Withholding

FICA- Employer's Share

FICA- Employee's Share

Federal Unemployment

Sales and Use

Real Property

Other: Page 11 of 16

TOTAL: 0.00 0.00

EXHIBIT 7 PAGE 96



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Page 103 of 199

IV. AGING OF ACCOUNTS PAYABLE AND RECEIVABLE

Main Document

* Accounts Payable Accounts Receivable
. Post-Petition Pre-Petition Post-Petition
30 days or less 442.57
31 - 60 days
61 - 90 days
91 - 120 days| 4,237.57
Over 120 days 151,667.02
TOTAL: 0.00 155,904.59 || 442,57
V. INSURANCE COVERAGE
Amount of Policy Expiration| Premium Paid |
H Name of Carrier Coverage Date Through (Date)
General Liability|Golden Eagle Ins | $1mm 2/22/2012
Worker's Compensation
Casualty
Vehicle
Others:
VI, UNITED STATES TRUSTEE QUARTERLY FEES
(TOTAL PAYMENTS)
Quarterly Period Total Quarterly Fees
Ending (Date) | Disbursements | Quarterly Fees Date Paid Amount Paid Still Owing
31-Mar-2011 325.00 28-Apr-2011 325.00 0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
325.00 325.00 0.00

Page

12 of 16

¥ Post-Petition Accounts Payable SHOULD NOT include professionals' fecs and expenses which have been incurred but not yet awarded by the court. Post-Petition
Accounts Payable SHOULD include professionals' fees and expenses authorized by Court Order but which remain unipaid as of the close of the period report

EXHIBIT 7 PAGE 97



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 104 of 199

VII SCHEDULE OF COMPENSATION PAID TO INSIDERS

Date of Order Gross
Authorizing Compensation Paid
Name of Insider Compensation * Authorized Gross Compensation| During the Month

VIII. SCHEDULE OF OTHER AMOUNTS PAID TO INSIDERS

Date of Order
Authorizing Amount Paid
Name of Insider Compensation Description During the Month

Page 13 of 16

* Please indicate how compensation was identified in the order (e.g. $1,000/week, $2,500/month)
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 105 of 199

IX. PROFIT AND LOSS STATEMENT

(ACCRUAL BASIS ONLY)}
Current Month Cumulative Post-Petition
Sales/Revenue:
Gross Sales/Revenue 2,463.16 2,463.16
Less: Retums/Discounts
Net Sales/Revenue | 2,463.16 2,463.16 |
Cost of Goods Sold:
Beginning Inventory at cost
Purchases
Less: Ending Inventory at cost
Cost of Goods Sold (COGS)| 0.00 0.00 |
Gross Profit | 2,463.16 2,463.16 |

Other Operating Income (Itemize)

Operating Expenses:
Payroll - Insiders
Payroll - Other Employees
Payroll Taxes
Other Taxes (Itemize)
Depreciation and Amortization
Rent Expense - Real Property
Lease Expense - Personal Property
Insurance
Real Property Taxes 6,620.17 6,620.17
Telephone and Utilities '
Repairs and Maintenance
Travel and Entertainment (Itemize}
Miscellaneous Operating Expenses (Itemize)

Total Operating Expenses| 6,620.17 6,620.17 |

Net Gain/(Loss) from Operations| (4,157.01) (4,157.01)]

Non-Operating Income:
Interest Income 2.06 2.06
Net Gain on Sale of Assets (Itemize)
Other (Itemize)

Total Non-Operating income| 2.06 2.06 |
Non-Operating Expenses:
Interest Expense 130,605.20 130,605.20
Legal and Professional (Itemize) 20,431.00 20,431.00
Other (Itemize) - (Itemize) 31,021.49 31,021.49
_ Total Non-Operating Expenses| 182,057.69 182,057.69 |
NET INCOME/(LOSS) | (186,212.64) (186,212.64)

(Attach exhibit listing all itemizations required above)

Page 14 of 16
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

ASSETS
Current Assets:
Unrestricted Cash
Restricted Cash
Accounts Receivable
Inventory
Notes Receivable
Prepaid Expenses
Other (Itemize) - Retainers

Property, Plant, and Equipment

Accumulated Depreciation/Depletion

Main Document  Page 106 of 199

X. BALANCE SHEET
(ACCRUAL BASIS ONLY)

Current Month End

33,944.10

156,347.16

13,438,366.18 -

186,653.05

Total Current Assets

13,815,310.49 |

Net Property, Plant, and Equipment

Other Assets (Net of Amortization):

Due from Insiders

0.00 |

Other (Itemize) 12,475,089.10
Total Other Assets [ 12,475,089.10 |
TOTAL ASSETS 26,290,399.59 |
LIABILITIES
Post-petition Liabilities:
Accounts Payable 0.00
Taxes Payable 6,620.17
Notes Payable - Interest 107,199.25
Professional fees - Legal 21,257.32
Secured Debt - Interest 26,414 .41
Other (Itemize) 29,791.07
Total Post-petition Liabilities | 191,282.22 |
Pre-petition Liabilities:
Secured Liabilities 7,044,741.59
Priority Liabilities 198,094.24
Unsecured Liabilities 40,636,009.27
Other (Itemize)
Total Pre-petition Liabilities | 47,878,845.10 |
TOTAL LIABILITIES | 48,070,127.32 |
EQUITY:

Pre-petition Owners’ Equity

Post-petition Profit/(Loss)

Direct Charges to Equity
TOTAL EQUITY

TOTAL LIABILITIES & EQUITY

(21,593,515.09)

(186,212.64)

Page 15 of 16
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 107 of 199

XI. QUESTIONNAIRE

No Yes

Has the debtor-in-possession made any payments on its pre-petition unsecured debt, except as have
been authorized by the court? If"Yes”, explain below: X

No  Yes
Has the debtor-in-possession during this reporting period provided compensation or remuneration
to any officers, directors, principals, or other insiders without appropriate authorization? If “Yes",
explain below: _ X

Statc what progress was made during the reporting period toward filing a plan of reorganization

Describe potential future developments which may have a significant impact on the case:

Attach copies of all Orders granting relief from the automatic stay that were entered during the
reporting period. -
No Yes

Did you receive any exempt income this month, which is not set forth in the operating report? If
"Yes", please set forth the amounts and sources of the income below. %

David Lawlor ,

declare under penalty of perjury that I have fully read and understood the foregoing debtor-in-
possession operating report and that the information contained herein is trne and complete to the
best of my knowledge.

5—/!'?/”

Date Page 16 of 16 r Principal for debtor-in-possession
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Main Document

Business Market Rate Savings
Account number: 6124121473 & April 1, 2011 - April 30,2011 m Page 1 of 3

BOUNDARY BAY CAPITAL LLC
DEBTOR IN POSSESSION
CH11CASE#11-14298 (CCA)
TAX ACCOUNT

17801 CARTWRIGHT RD
IRVINE CA 93614-6216

Page 108 of 199

W=

iAo

Questions?

Availgble b Y. pﬁqne 2_{ h_oqrs aday, 7 days a week;
1-800-CALL-WELLS (1-800-225-5535)
11Y: 1-800-877-4833
En-espafiol: 1-877-337-7454

Online: wellsfargo.com/biz

Write: Wells Fargo Bank, N.A. (114)
P.C. Box 6995
Portiand; OR 97228-6995

Your Business and Wells Fargo

The Wells Fargo Business Insight Resource Center offers free access to business information and-advice through videos, articles, podcasts
and other resources, This site offers objective information from industry experts, bést practices from real business owners, as well as
numerous Wells Fargo solutions that can help you run your biusingss. Visit the site at wellsfargobusinessinsights.com.

Activity summary
. Beginning balance on 4/1 $100,00
Deposits/Credits 0.07
Withdrawals/Debits - 6.00
Ending balance o 4/30 $94.01
Average ledger balance this period $100.00

Interest summary
Interest pald this statement 500
Average collected balance $100.00
Annual percentage yield earned 0.12%
Interest earned thisstatement period $0.01
Interest paid this yeaz £0.01

PiecelD ~ 029743 Sheet Seq = 4059485

. Divert <0

.Shee1 00001 of Q0002

. LT

EXHIBIT 7 PAGE 102

Account number; 6124121473

‘BOUNDARY BAY CAFITALLLC
'DEBYOR IN POSSESSION

- CH11CASE¥11-14298 (CCA}

TAY ACCOUNT
Callfornia account terms and conditions apply

For Difect Deposit and Automatic Paymeits use
Routing Number (RTN}): 121042882

For Wire Transfers use
Routlng Number (RTN): 121000248



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 109 of 199

Account number: 6124121473 m April 1,2011- April 30,2011 w Page 2 6f3

WELLS

| ARG

Transaction history
Daposits! Withdrawals/: Eniiitig dally
Date Desceiptlon Lredits - Debits "bulance
4/29 Interest Fayment ] N 0.01 oo o o
4/29 Monthly Servica Fee ' _ 805 T T eam
Ending balance on 4/30 . ) 94.01
Totals . $0.01 $6,00

The Ending Daily Belance daés not reflect ony panding withdrawals or fiplds'on depdsitéd funds thut may have been outstanding on your accournt when your

transactlons posted: If you had insufficlent available funds when a fransaction postet, fees may frave been assessed,

With Wells Fargo. BusinessOnling, you can get freie®, timely-account dlerts ta. notify yoil whén itnportant. transactions oceor. Choose to
be notified when & deposit erwithdrawal posts, when balances fall bielow s térts @), drid migite, You can also.custontize how you'd
like to bie notified - by emall, fext message, or both, I's dh easy way to stayan top of fitical business information; }

Sctllng up alerts is easy. Simply signon to Wells Fargo Busmess Ohline at wellsfarge.com/biz. Select the "Messages & Alerls” tab, then
select "Set Up/Madify Alerts",

*Alerts sent to your wirelgss device may besubject 1o a fee by yeir wireless service..

Stay a step ahead. .. Introducing My Money Map

- Discover smart ways to.manage: your money dnlirié:
- Set savings and spending goals and ronitor. thef-over timé.
- Gét automatic updates to track your progress.

My Money Map. buiilds on the syccess of My Spending Report, Budget Watch and My Savings Plan used by thousands of customers like
you every day.

Online:customers can-start using My Money Map irimediately-it's.so. easy; and there's ho setup required. Colorful, easy-to-review
charts greate-an instant snapshot ofyour fAnances, Use My Money Mapito track deposits; catégorize spending, and easily craate a
budget,

Online customers go to wellsfargo.com, signon, then seléct the My Mongy Map tab.to get started. Not an Online Banking isstomer?:
Visit wallsfargo.com, or wellsfargo.com/biz to $iga up tedsy.

IMPORTANT ACCOUNT INFORMATION

AMENDMENT TO FUNDS AVAILABILITY POLICY _
Starting on or about May 9, 2011, and ending on June 22, 2011 (subjack tothe logation-of the deposit-transaction):

Wewill increase thé amount of funds made available to you if a hold is placed agalist your deposit.If a hold is placed, the fiest $200 of

thie deposit will be available'to you on thie first Business Day (second Business Ddy for.ceftain Alaska depdsits) after the day of your
depiosit, We will notify you if-a hold is placed against your depasit and when the full amgunt of your deposit will become avatlable,

EXHIBIT 7 PAGE 103
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Main Document

Business Market Rate Savings

Accountnumber: 6124121499 m April 1,2011 -'April 30,2011 | Page 1 of 4

BOUNDARY BAY CAPITAL LLC
DEBTOR IN POSSESSION
CH11CASE#11-14298 (CCA)
OPERATING ACCOUNT

17801 CARTWRIGHT RD
JRVINE CA 92614-6216

Page 110 of 199

WELLS

FARGO

Questions?

Avalfable by phone2d hours aday, 7 daysa week:

i L-WELES {14800-225-5935)

T7Y:.1-800-877-4833
. ER, aspaﬁol 1-877-337-7454

inmg. welisfargo cam/bjz

Your Business and Wells Fargo
The Wells Fargo Business Insight Resource Center offéis freg aceess to: busliiess inforfiation and advice through videos, articles, podcasts

and other resources, This site offers objective infasmation from Industey experts, best practices from real business owners, as well as

numerous Wells. Fargo solutions that can help you run your business; Visit the site.at wellsfargobusinessinsights.com,

Activity summary
Heginning balance on 4/1 $100.00
Deposits/Credits 31,1078
withidrawals/Debits - 000
Ending balanceon 4/30 $31,210.78-
Average ledger bistabice this period $17,72838
Intarest summary
Interest pald this statement $2.05
Average collectéd balance L $16,601.34
Anrwial peréshtagg yiéld éarned “oas
Interesteairied Liis staterent period 2,05
Inmerest paid thisgyear $2.05

‘e & GCO21129

ina

tecelD = 029744 Sheel Seq = (059487

Menwg

_Shest 00001 6F 00003

IA‘c;Count number: 6124121499

BOUNDARY.BAY-CAPITAL LLC
DEBTOR N POSSESStON
CH11CASE#11-14298 (CCA)

i 'OpﬁﬁﬂT‘NG ACCOUNT
| Caiifomici account terms ond conditions apply

For Piréct Deposit.and Mitomatic Paymerits use
. Rouling Number (RTN): 121042882, .

Eor Wire Transfers use

“Rgutihg Numbier RTN): 121000248

0B

EXHIBIT 7 PAGE 104
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
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Account number: 6124121499 m April 1,2011 - April 30, 2011 m Page 2.of 4
WG

ARG

Transaction history

Deposits/ Withdrawals? -Endirig dally
Date Pescriptton Credits Debiis bedance
4114 Deposit N T O -
429 Interest Payment - _ , . 205 T 31,210.78
Endinghalance on 4/30 , , 3121678

" Yotals $31,110,78 5$0.00

The Ending.Caily Batbnee dées not réflect dny periding withdrawals or hoids on dépdsited funds.ttiat may have been outstanding dn your account wihen your
transactions posted. if you figd Insufffcjent avallable funds when o transaction posied, fees may have been assessed.,

Account transaction feas summary

Units Excess: Service charge per Toral service
-Service charge descripltion Uniis uséd icluded njtst excess uniits (5] chiarge (3).
Depositeditems T 20 2 0.50 .00
Total service charges $0.00

With Wells Farge Business Online, you can get-free, finvely atcount alérts.to nofify you when important trahsactions occur. Chaosé'to
be notified when a depasit ar withdrawal posts, when Halances fall below a certain level, and more. You can also customize how you'd
liketo be notified - by.email, text message, or both. It's an easy way to stay on top of critical business information.

Setting up alerts is easy; Simﬁlyzsign'on to Wells,Fargo Business Online at wellsfargo.com/biz. Select the "Messages & Alerts" tab; then
sefect *Set Up/Modify-Alerts®;

*Alerts sent to.your wireless device may be subject to'a fee.by your wireless:service, -

Stay a step ahead. . . Introducing My-Money Map

- Discover smart ways to manage yourtheney onfine;

- Set sdvings.and spending gagals arid monitor them overtine,
- Get automatie updates Lo track yout progress.

My Money Map buflds on the success of My Spending Report, Budiget Watch and My Savings Plan used by thousénds of customers llke
you every day. .

Online customers can start using My Money Mapimmediately-it's so easy, arid there’s hio setup.required. Colorful, easy-to-review
charts create an instant snapshot of your finances. Use My Money Map ta track deposits, categorize spending, and easlly create a
budget. '

Online:customers.go te wellsfargo.com, sigivan, thien select the My Menéy, Map tab to get starled. Not an Online Banking customer?
Visit wellsfarge.cord, or wellsfargo.com/biz o sign up teday.

IMPORTANT ACCOUNT INFORMATION

AMENDMENTTO FUNDS AVAILABILITY POLICY
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

Main Document

BOUNDARY BAY-CAPITAL LLC
DEBTOR IN POSSESSION

CHT 1GASEH 1-14298 (CCA)
TAX ACCOUNT

17807 CARTWRIGHT RD
IRVINE CA 92614-6216

Page 112 of 199

Advantage Business Package Checking
Accountnumber: 6479463231 m April 1, 2011 - April 30, 2011 ‘m Page 1 of 3

WEILLS

FARGO

Questions?
Available by phone 24 hours a day, 7 days a week:
1-8080-CALL-WELLS' (1.800-225-5935)

FrY: 1-800-877-4833
E 'eSpaﬁof 1<877-337-7454

' G?n.'irfe' wellsfargo.com/blz

‘Writer. Wells:Fargo Bank, N.A. (114)
P:0. Box 6995
Portland, OR 97228-6995

Your Business and Wells Fargo

The Wells Fargo Business Insight Resource Genter offers free:aceess to business
information and advice through videos, articles, padcasts-and other resources.
This site offers objective Inforration fronrindustry e¥peérts, hest prafricésfrom

Account options

Achigék mark In the box Indicates youtave these convenlent
services with youraccount. Go to werfsr‘argu com/bizoreail
thenumberabove If you hiave questionsorif you would like
to add néw services.

real business owners, as well &5 nuriigious Wells Fargo solitfens.that can help you
run your business, Visit the site at wellsfargobusinessinsights.com., Businegss.Online Banking
Rewiards for Business Check Cafd
Gniine Statements

Bugfness Bilf Pay
BuslnBSs‘Spendmg‘Hepor'l

OverdedfeProtaction”

[

Qoo

Actlvity sammary Actount sunbei: 6479463231
Beginning batance rv4/1 $100.00 BOUNDARY. BAY CAPITALLLC
Deposits/Credits 0.00 5155’95;9; "
Withdrawals/Debits - 36,55 IGCA)
Ending balance on 4/30 $63.45 Caﬂ.fomm account terms and conditions apply
) R For Direct Deposli and Automatle Payments use
Average ledger batande this periad $85.38 Routing Number (RTN): 121042882
For WireTransfers use
‘Reutiriy Numbsr (RTN): 121000248

rae

Overdraftprotection —- - -
This-account |s ot eurrently covered by Overdraftr’rotecﬂon lfyou
would lke more Information regarding Overdraft Pratéctlon ahd
eliglbltity requiréments pleasa call the niumber listed at the-top of
yourstatément or visi your Wells Fargo branch;

D62C12Z {14
=001342 Shue! Ség = 000168F
10 Sheet 60001 of 00002

0
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 113 of 199

Account number: 6479463231 m April 1, 2011 - April 30, 2011 m Page 20 3 _
WELLS

FARGO

Transaction history

Check Deposlts/. Withcreveals! Ending clally
Date - Number Description Credits Debits balance
e Hatland Clatke Check/Aee. 041811 0039970075402 Boundary 36,55, 63.45
. .. ... [BeyCeplalt
‘Ending balange on4/30 63,45
“Totals 50,00 $36,55

The Eriding Daily Balance does agné?_?ecr an y‘pe,ndlng withdrawals or holds on deposited funéls that miny have beait autstanding an your account whenyowr
transactions posted, ifyeu hadinsufficient available funds wheh o transection posted, fees may have been assessed.

with Wells Fargo Business Onling, you.can get freg®, timely aceount alens.to notify you when impeitant transactions occur, Chpose to:
be notified-whien.a depasit or withdrawal posts, when balances fall below-a certaln lével, and rore, You can alsorcustomize how.you'd
fike to Be notified - by email, text message, or bathits-an edsy way 16 stay on top of critical business information:

Sefting up alerts is easy. SImply sign on to Wells Farg6 Busingss Online-at wellsfargo.com/biz. Select the "Méssages & Alerts™tab; then
select “Set Up/Modify Alérts”,

»Alarts sent to your wireless device may be subject to.a fee by your wireless service,

Stay a step ahead. .. Infroducing My Money Map

- Discover smart waysto manage your money online.
~ Setsavings and spending goals-and mionitor them over lime.
- Gét automatic updates to track your progress:

My Money Map builds on the success of My Spending:Report, Budget Watgfiand My,Savings Plan used by thousands of customiers like,
you every day, ' .

Onling‘customers can start usirig My Money Mapimmediately-it's so easy, and thére's.no setup required, Colorful, gasy:-ta-review
charts éreate an instant snapshot.of your finances, Use My Money Map 1o track deposits, categorize spending,and eas]ly create a
budget. '

Online gustoitiarsgo 16 wellsfargocom,.sign on, then select the My Money Map tabto get started. Not an:Qnlirie Banking customner?
Visit wellsfatgo.coni;or welisfargo.comi/hiz 1o sign up today.

IMPORTANT ACCOUNT INFORMATION

AMENDMENT TO FUNDS AVAILABILITY POLIEY _
Starting on or about May 9, 2011, andending oridine 22, 201 1.{subject to the location of the deposit transaction):-

We will increase the amicunt of furids miade available 1o0you if a hold is placed agalnst your deposit. If-a hold is placed, the first $200 of

the depositwill be available to you on the first Business Day (second Business Day for certalri Alaska deposits) after the day of your
deposit. We will notify you if a hold is placed against your deposit and when the full amaunt ofyourdeposit will becorne avallable.
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 114 of 199

Advantage Business Package Checking

Account.dirmber: 6479463223 m April 1, 2011 - April30,2011 m Page 1 of4 AT

WELLS

_ Quastions?
BOUNDARY BAY CAPITAL LLE Hvalighle byphone 24 Hoyrs 0 day, 7daysig week:
DEBTOR IN'POSSESSION 1-800~ CALL-WELLS 1-800-225-5935)
CHT1CASE#11-14298 (CCA) ' TTY: 1-800-877:48338
ORERATING ACCOUNT En‘espafiol: 1-877-337-7454
17801 FZARTWR’GHT R_D Online: wellsfargo.com/biz
iRVINE CA 92614-6216 . . !
’ ) Write: Wells Fargo Bank, N.A. (114)
P.O, Box 6995
Portland, OR'97228-6995
) ECIL TN . . —.
Your Business.and Wells Fargo =~ ©+ . .Hecountoptions

‘The Wells Fargo Business Insight Resource Genter offers free access to business: Acheck mark I the box indlcal&s you havé these convenient

services with your account. Go to wellsfargo.com/bizor calf

info atlvice thréugh videos, articies, podcasts-an dsaurces; e
rmation and athvice g v : ricie P dother " the number above ifyd fiave questions or Ifyoriwould ke

This site offers ob;ectwe ihformation from industry experts, best practices from

to add new services.
real buslness owners, as well as numefous Wells Fargo sdlution's that can help you fewse
run your Business, Visit the site at wellsfargobisinessinsights:com, Busitiess Olrie Banking ]
ewialgs T BusiessGheck Card []
"Gl Statements 3
Bugingss Bili Pay )
Business Spending Report Bl
Bverdralt Protection ]
-
Activity summary } Actount numbel: 6479463223
Beginning balance an'4/1 $1437.41 BOUNDARY BAY CAPITALLLC
Deposits/Credits 1,500.06 DEBTOR INPOSSESSION
withd /Debl 36.5% CH11C_'A,SE#‘I1-1429Q 1CCR)
ithdrawals/Deolts 3832 OPERATING ACCOUNT
Endiig balance on 4/20 $2,900.86 Califdmio dccount terms and conditions apply
e - ForDirect Deposit and Automatic Payments use
Average Iedg_er balance this perlod $1.972.79 | Roatsg Number (RTN): 121032882
Eor Wite Transfers use
Hoiting Number. {RTNj: 121000248:
Overdraft Protection T

This account {5 fiot qurréntly coveréd by Overdrajt Protectton If you
would like more Inférmation regardlng ouverdraft ‘Pratection and
eligibility requirements please call'the: riumiFer listed at the 10p of
your statément or visit your Wells Fargo branch.

S P (R ARG

leen = ﬂ Sheeradao of DDOOZ

[ JE R POT AP — e mre—————— s e e e
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 115 of 199

Account number: 6479463223 m April 1,201 1 - Aprif 30,2011 w Page 2 of 3

Transaction history

Check Depasits/ Withidrawals/ Ending daily
Date Mumber Descelption . Credits Debits balanee
419 Hariand Clarke Check/Acc. 041811 0003997007502 Boundary 3655 1,400.86

Bay (‘apltal L., o

4730 . Deposit T 1,500.00 290085
Ending balance on:4730 2,900.86
Totals $1,500.00 ' 436,55 '

TheEnding Daily Bolance does ot reflectany panding withdrawals or holds on-deposited, funds that thay-have been outstanding on your accaunt when jour
tranisattlonsposted: If you had iisufficient avallablé funds when a transactfon posted, fees'may have been assesséd;

Account transaction fees summary

. Units Excess Service charge per Foralservice

Service charge-description Uriits iised inchided uniis 8xcuss units {$) charge (§)
Paid-and Deposited ltems , 1 150 0 050 000
$0.00

Total service charges

With Wells Fargo Business Online, you can get free®, timely account alérts fo hotify you when important transactions ocur, Choose ta
benofified when a deposit or withdrawal posts, when balancesfall belowa certain level, and mare. You can also customize how you'd

like to bie notified - by email, text message, or-both. {t's.an easy way.to stay on top of critical business information.

Setting up alerts is easy. Simiply sign &n't6 Wells Fargd Businiess Online at wellsfargo.com/blz. Select the "Méssages & Aleris” taby, then
select "Set Up/Modify Alerts";

*Alerts sent ta your wireless device may be subje‘ér 1o a fee by yourwireless service,

Stay a'step ahead. .. Introducing My Money Map

- Discover smarl ways te manage your money onling.
- $et savifigs and spending goals anid menitor them dver time.
- Get automatic updates to track your progress;

My Money Map builds on the success of My Spending Report, Budgel Watch and My Savings Plan used by thousands of custamers like
youvery day,

Onliné customers ¢an start using My Money Map: ammedtately-lt 5’50 gasy, and there's no setup required. Colorful, easy-to-review
charts create-an instant snapshot of your finances: Use. My Money Map to track deposits, categorize spending, and easily Greate a

budget

Online customers go to wellsfargo.com, sign on, then'sglect the My Mongy Maptab to get started. Notan Online Banking customer?
Viglt wellsfargo.com, or wellsfargo.com/biz to sign up:today,

IMPORTANT ACCOUNT INFORMATION

AMENDMENT TO FUNDS AVAILABILITY POLICY
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 116 of 199

CM/ECF - U.8. Bankruptcy Court (v3.3.3 - LIVE) Page 1 of 2

Miscellaneous:

8:11-bk-14298-RK Boundary Bay Capital, LLC, a California limited li
Type: bk Chapter: 11 v Office: 8 (Santa Ana)
Assets: y Judge: RK Case Flag: PlnDue, DsclsDue

U.S. Bankruptcy Court
Central District Of California
Notice of Electronic Filing

The following transaction was received from Hutchison B Meltzer entered on 5/20/2011 at 4:20 PM
PDT and filed on 5/20/2011

Case Name: Boundary Bay Capital, LLC a California limited 1i

Case Number: 8:11-bk-14298-RK

Document Number: 26

Docket Text:
Monthly Operating Report. Operating Report Number: 1. For the Month Ending April 30, 2011 Filed by
Debtor Boundary Bay Capital, LLC, a California limited liability company. (Meltzer, Hutchison)

The following document(s) are associated with this transaction:

Document description:Main Document

Original filename:H:\e-file\Boundary Bay\MOR #1.pdf

Electronic document Stamp:

[STAMP bkecfStamp_1D=1106918562 [Date=5/20/2011] [FileNumber=45756332-
0] [86026b753ff1bf70£745603 1ab322ad448cff6d6ecactacc1a3d59bd770a92a2b3
30a515127da%dfe536a239f0e83¢4e15{f82d4ec4f6307645413caf2d52¢89]]

8:11-bk-14298-RK Notice will be electronically mailed to:

Paul S Arrow on behalf of Interested Party Courtesy NEF
parrow(@buchalter.com, ifs_filing@buchalter.com

Daniel Denny on behalf of Interested Party Courtesy NEF
ddenny@gibsondunn,com

Nancy S Goldenberg on behalf of U.S. Trustee United States Trustee (SA)
nancy.goldenberg@usdoj.gov

Hutchison B Meltzer on behalf of Debtor Boundary Bay Capital, LLC, a California limited liability
company
hmeltzer@wgllp.com

Evan D Smiley on behalf of Debtor Boundary Bay Capital, LLC, a California limited liability company

https://ecl.cacb.uscourts.gov/cgi-bin/Dispatch.pl?110447164770881 5/20/2011
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 117 of 199

CM/ECF - U.S. Bankruptey Court (v3.3.3 - LIVE) PagelotZ
esmiley@wgllp.com

United States Trustee (SA)
ustpregionl6.sa.ecf@usdoj.gov

8:11-bk-14298-RK Notice will not be electronically mailed to:

https://ecf.cacb.uscourts.gov/cgi-bin/Dispatch.pl?7110447164770881 | 502002011

EXHIBIT 7 PAGE 111



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 118 of 199

LR A TN UNITED STATES DEPARTMENT OF JUSTICE Filed Electro
@ Ci) F ”/ OFFICE OF THE UNITED STATES TRUSTEE on . Zoggopcally

. CENTRAL DISTRICT OF CALIFORNIA _ PocketNo, Yo _
InRe: CHAPTER 11 (BUSINESS)
Boundary Bay Capital, LLC Case Number: 8:11-bk-14298-RE.
Operating Report Number: 2
Debtor(s),| {For the Month Ending: 31-May-11

1. CASH RECEIPTS AND DISBURSEMENTS
A. (GENERAL ACCOUNT#)

1, TOTAL RECEIPTS PER ALL PRIOR GENERAL ACCOUNT REPORTS 32,610.78

2. LESS: TOTAL DISBURSEMENTS PER ALL PRIOR GENERAL 56155
ACCOUNT REPORTS

3, BEGINNING BALANCE: : . ' | . 33,786.64 |

4. RECEIPTS DURING CURRENT PERIQD:.
Accounts Receivable - Post-filing 2,484.59
Accounts Recejvable - Pre-filing
General Sales
Other (Specify)
**QOther (Specify)

TOTAL RECEIFTS THIS PERICD: ' I 2,484.59 |

5. BALANCE: f 36,271.23 |

6. LESS: TOTAL DISBURSEMENTS DURING CURRENT PERIOD
Transfers to Other DIP Accounts (from page 2) 23,000.00
Disbursements (from page 2} 0.00

TOTAL DISBURSEMENTS THIS PERIOD:*#% . ! 23,000.00 |

7. ENDING BALANCE: ! 13,271.23 |

8, General Aceount Number(s): #6479463223
#6124121499
Depository Name & Location: Wells Pargo Bank, N.A,
2640 Main Sireet, Suite R K
Ivine, CA 92614 ok
L

,-‘S

[
2

¥ All seceipls must be deposited into the general account, P
** Include receipts from the sale of any real o ptrsonal propeity ont of the ordinery conrse of business; aitach an exhibit spwlfzfp;gwhat was sofd,
to whony, terms, and Jate of Court Osder or Report of Sale, -

#+*This amount should be the same &5 the tote! fom page 2. m
Page 10716 L)

VI YNV VIRY

€10 ZZNn e
33LSNY1 SN 40 331440
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

Main Document

Page 119 of 199

TOTAL DISBURSEMENTS FROM GENERAL ACCOUNT FOR CURRENT PERIOD

Date
mm/dd/yyyy

Check
Number

Payse or DIP
account

Purpose

*Amount
Transfered

** Amount
Disbursed

Amount

05/31/11

6479463231

Pay property taxes

23,000.00

23,000.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0,00

.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

.00

0.00

0.00

0.00

0.00

0.00

0.00

be filled in for you.

*% Fill in amounts in this cotumn if they are DISBURSEMENTS to outside payees; the "amount” column will be filled in for you.

TOTAL DISBURSEMENTS THIS PERICD:
* Filt in amounts in this column if they are TRANSFERS to another DIP account (e.g. Payroll or Tax); the "amount” column will

Page 2 of 16

23,000.00

0.00

$23,000.00
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 120 of 199

GENERAL ACCOQUNT
BANK RECONCILIATION

Bank statement Date; 5/31/2011 Balance on Statement; $13,271.23

Plus deposits in transit (a):
Deposit Date Deposit Amount
TOTAL DEPOSITS IN TRANSIT ' 0.00 |
Less Outstanding Checks (a):
Check Number Check Date Check Amount

TOTAL OUTSTANDING CHECKS: ‘ 0.00 |
Bank statement Adjustments: check fees - will be reversed (36.55)
Explanation of Adjustments- interest income 0.02
ADJUSTED BANK BALANCE: Page 3 of 16 $13,271.23]
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19

Main Document  Page 121 of 199

I. CASH RECEIPTS AND DISBURSEMENTS
B. (PAYROLL ACCOUNT)

1. TOTAL RECEIPTS PER ALL PRIOR PAYROLL ACCOUNT REPORTS

2. LESS: TOTAL DISBURSEMENTS PER ALL PRIOR PAYROLL

ACCOUNT REPORTS

3. BEGINNING BALANCE:

0.00 |

4. RECEIPTS DURING CURRENT PERIOD:

(Transferred from General Account)

5. BALANCE: 1

0.00 |

6. LESS: TOTAL DISBURSEMENTS DURING CURRENT PERIOD

TOTAL DISBURSEMENTS THIS PERIOD:*** ' i

0.00 |

7. ENDING BALANCE: |

0.00 |

8. PAYROLL Account Number(s):

Depository Name & Location:

Page 4 of 16
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 122 of 199

TOTAL DISBURSEMENTS FROM PAYROLL ACCOUNT FOR CURRENT PERIOD

Date Check
mm/dd/yyyy | Number Payee Purpose Amount

P
TOTAL DISBURSEMENTS THIS PERIOD: 0.00
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 123 of 199

PAYROLL ACCOUNT
BANK RECONCILIATION
Bank statement Date: Balance on Statement:
Plus deposits in transit (a):
Deposit Date Deposit Amount
TOTAL DEPOSITS IN TRANSIT ' 0.00]
Less Qutstanding Checks (2):
Check Number Check Date Check Amount
TOTAL OUTSTANDING CHECKS: 0.00 |
Bank statement Adjustments:
Explanation of Adjustments-
Page 6 of 16
ADJUSTED BANK BALANCE; $0.00 |
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 124 of 199

1. CASH RECEIPTS AND DISBURSEMENTS
C. (TAX ACCOUNT)

1. TOTAL RECEIPTS PER ALL PRIOR TAX ACCOUNT REPORTS 200.00
2, LESS: TOTAL DISBURSEMENTS PER ALL PRIOR TAX . 42.55
ACCOUNT REPORTS
3. BEGINNING BALANCE: 157.46 |
4, RECEIPTS DURING CURRENT PERIOD: 23,036.56

(Transferred from General Account)
5. BALANCE: | 23,194.02 |
6. LESS: TOTAL DISBURSEMENTS DURING CURRENT PERIOD

TOTAL DISBURSEMENTS THIS PERIOD:*** | 22,891.28 |
7. ENDING BALANCE: I 302.74 ||
8. TAX Account Number(s): #6124121473, #6479463231

Wells Fargo Bank, N.A.
Depository Name & Location: 2540 Main Street, Suite %

Irvine, CA 92614

Page 7 of 16
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 125 of 199

TOTAL DISBURSEMENTS FROM TAX ACCOUNT FOR CURRENT PERIOD

Date Check
mm/dd/yyyy | Number Payce Purpose Amount
5/31/2011| 5001|Clark County Treasurer payment of property taxes 22,891,28

Page 807 18
TOTAL DISBURSEMENTS THIS PERIOD: 22,891.28
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 126 of 199

TAX ACCOUNT
BANK RECONCILIATION
Banlk statement Date: 5/31/2011 Balance on Statement: $302.74
Plus deposits in transit (a):
Deposit Date Deposit Amount
TOTAL DEPOSITS IN TRANSIT 0.00 |
Less Qutstanding Checks {a):
Check Number Check Pate Check Amount
TOTAL OUTSTANDING CHECKS: 0.00 |
Bank statement Adjustments:
Explanation of AQJUSINENUS- | e eeeases e e e es e e s es e nemes et
Page 8 of 16
ADJUSTED BANK BALANCE: $302.74 |
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

Main Document  Page 127 of 199

L. D SUMMARY SCHEDULE OF CASH

ENDING BALANCES FOR TIIE PERIOD:

{Provide a copy of monthly account statements for each of the below)

General Account; 13,271.23
Payroll Account:
Tax Account: 302.74
*Qther Accounts:
*Other Monies:
*#Petty Cash (from below): | 0.00 |
TOTAL CASH AVAILABLE: { 13,573.97 |
Petty Cash Transactions:
Date Purpose Amount
TOTAL PETTY CASH TRANSACTIONS: 0.00 |
Page 10 ¢f 16
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 128 of 199

II. STATUS OF PAYMENTS TO SECURED CREDITORS, LESSORS
AND OTHER PARTIES TO EXECUTORY CONTRACTS

) Post-Petition
Frequency of Payments payments not made
Creditor, Lessor, Etc, (Mo/Qtr) Amount of Payment (Number) Total Due
TOTAL DUE: (.00

I, TAX LIABILITIES

FOR THE REPORTING PERIOD:
: Gross Sales Subject to Sales Tax:
Total Wages Paid:
Total Post-Petition Date Delinquent
Amounts Owing | Amount Delinquent| Amount Due
Federal Withholding
State Withholding

FICA- Employer's Share

* FICA- Employee's Share

Federal Unemployment

Sales and Use

Real Property

Other: o 110f16

TOTAL: 0.00 0.00
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

Main Document

Page 129 of 199

IV. AGING OF ACCOUNTS PAYABLE AND RECEIVABLE

*Accounts Payable Accounts Receivable
Post-Petition Pre-Petition Post-Petition
30 days or less 442.57
31 - 60 days
61 - 90 days|
91 - 120 days|| 423757
Over 120 days 151,667.02
TOTAL: 0.00 155,904.59 442,57
V. INSURANCE COVERAGE
Amount of Policy Expiration| Premium Paid
Name of Carrier Coverage Date Through (Date)
General Liability[Golden Eagle Ins | $1mm 2/22/2012
~ Worker's Compensation:
Casualty
Vehicle
Others:
VI. UNITED STATES TRUSTEE QUARTERLY FEES
(TOTAL PAYMENTS)
Quarterly Period Total Quarterly Fees
Ending (Date) Disbursements | Quarterly Fees Date Paid Amount Paid Still Owing
31-Mar-2011 325.00 28-Apr-2011 325.00 0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
325.00 325.00 0.00
Page 12 of 16

* Post-Petition Accounts Payable SHOULD NOT include professionals' fees and expenses which have been incurred but not yet awarded by the court, Post-Petition
Accounts Payable SHOULD include professionals' fees and expenses autherized by Court Order but which remain unpaid as of the close of the period report
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 130 of 199

VII SCHEDULE OF COMPENSATION PAID TO INSIDERS

Date of Order Gross
Authorizing Compensation Paid
Name of Insider Compensation * Authorized Gross Compensation| During the Month

VIII. SCHEDULE OF OTHER AMOUNTS PAID TO INSIDERS

Date of Order
Authorizing Amount Paid
Name of Insider Compensation Description During the Month

“Page 13 of 16

* Please indicate how compensation was identified in the order (e.g. $1,000/week, $2,500/month)
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 131 of 199

IX. PROFIT AND LOSS STATEMENT
(ACCRUAL BASIS ONLY)

Current Month Cumulative Post-Petition
Sales/Revenue:
Gross Sales/Revenue 2,463.16 2,463.16
Less: Returns/Discounts

Net Sales/Revenue | 2,463.16 2,463.16 |

-Cost of Goods Sold:
Beginning Inventory at cost
Purchases
Less: Ending Inventory at cost

Cost of Goods Sold (COGS)| 0.00 0.00 |

Gross Profit | 2,463.16 2,463.16 |

Other Operating Income (Itemize)

Operating Expenses:
Payroll - Insiders
Payroll - Other Employees
Payroll Taxes
QOther Taxes (Itemize)
Depreciation and Amortization
Rent Expense - Real Property
Lease Expense - Personal Property
Insurance
Real Property Taxes 6,620.17 6,620.17
Telephone and Utilities
Repairs and Maintenance
Travel and Entertainment (Itemize)
Miscellaneous Operating Expenses (Itemize)

Total Operating Expenses| 6,620.17 6,620.17 |
Net Gain/(Loss) from Operations| {4,157.01) (4,157.01)
Non-Operating Income:
Interest Income 2.06 2.06
Net Gain on Sale of Assets (Itemize)
Other (Itemize)
Total Non-Operating income| 2.06 2.06 |
Non-Operating Expenses:
Interest Expense 130,605.20 130,605.20
Legal and Professional (Itemize) 20,431.00 . 20,431.00
Other (Ttemize) - (Ttemize) 31,021.49 31,021.49
Total Non-Operating Expenses| 182,057.69 182,057.69 |
NET INCOME/ALOSS) i (186,212.64) (186,212.64)

(Attach exhibit listing all itemizations required above)

Page 14 of 16
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Main Document

Page 132 of 199

X. BALANCE SHEET

{ACCRUAL BASIS ONLY)
ASSETS Current Month End
Current Assets: .
Unrestricted Cash 33,944.10
Restricted Cash
Accounts Receivable 156,347.16
Inventory
Notes Receivable 13,438,366.18
Prepaid Expenses
Other (Itemize) - Retainers 186,653.05
Total Current Assets | 13,815,310.49 |
Property, Plant, and Equipment
Accumulated Depreciation/Depletion
Net Property, Plant, and Equipment 0.00 |
Other Assets (Net of Amortization):
Due from Insiders
Other (Ttemize) 12,475,089.10
Total Other Assets 1 12,475,089.10 |
TOTAL ASSETS ( 26,290,399.59 ||
LIABILITIES
Post-petition Liabilities:
Accounts Payable 0.00
Taxes Payable 6,620.17
Notes Payable - Interest 107,199.25
Professional fees - Legal 21,257.32
Secured Debt - Interest 26,414.41
Other (Itemize) 29,791.07
Total Post-petition Liabilities | 191,282.22 |
Pre-petition Liabilities:
Secured Liabilitics 7,044,741.59
Priority Liabilities 198,094.24
Unsecured Liabilities 40,636,009.27
Other (Itemize)
Total Pre-petition Liabilities ( 47,878,845.10 |
TOTAL LIABILITIES | 48,070,127.32 |
EQUITY:

Pre-petition Owners’ Equity

Post-petition Profit/(Loss)

Direct Charges to Equity
TOTAL EQUITY

TOTAL LIABILITIES & EQUITY

(21,593,515.09)

(186,212.64)

Page 150of 16
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Main Document  Page 133 of 199

XI. QUESTIONNAIRE .

No Yes
Tas the debtor-in-possession made any payments of its pre-petition unsecured debt, except as have
been anthorized by the court? If"Yes", explain below: x

No Yes

Has the dobtor-in-possession during fhis reporting period provided compensatiot.l ur.remuneration
1o any officers, directors, principals, or other insiders without appropriate authorization? If "Yes",
X

explain below:

State what pro gréss was roade during the reporting period toward filing a plan of reorganization

Describe potential fufure developments which may have a significant impact on the case:

Attach copies of all Orders granting relief from the automatic stay that were entered during the
reporting period.
No Yes

Did you receive any exempt income this month, which is not sct forth in, the operating report? If
"Yes", please sct forth the amounts and sources of the income below, X

David Lawlor ' .
declare under penalty of petjury that I have fully read and wnderstood the foregoing debior-in-

possession operating repott and that the information contained herein is true and complete to the
best of my knowledge.

é/iuﬁ(

Date 7 Paga 16 of 16 [/ Principal for debtor-In-possession
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Account number: 6479363223 W May.1, 2011 - May 31,.2011" w Page X of 4

f

Page 134 of 199

WELLS

FARGO

Activity summary
Beginring balance on 5/1
Deposits/Credits
Withdrawals/Debits
Ending balance on 5/31

$5,056:5¢6°

Average ledger balance this period $3/68555

Qverdraft Protection ) )
This accountls notcurrently-covered by Overdraft Pretection: If you
wiiuld like inore-{iforfatidn fagardiig Gerdraft Protection and
ellgibiltty. reqidremenits plessecall the numbar listed at the top of
your Statemént opyisii yolur Welis FargoBtanch, -~~~

Account muipber: 6479463223,

:BOUNDARY BAY CAPITAL LLC

'DEBTOR IN POSSESSION

1 CHTICASER 114298 (CCAY

OPERATING ACEOUNT. |

.Callfornla aecountterms and coriditicns apply

For Direct Dapdsitaid Automatic Faynients Use,
Routing Number{RTN): 121042682

For Wira Transfers use

Rouling Nember (RTN); 127000248

Transaction.history

_ Check Deposfis? Withdiawals! Ending daily
Tiote MNumbar Description Credity Deblis: balanee,
B, 001 CRE - -
L ) . e een 2855 e
e ST ) S
shg™ ™~ ' SRR £
she™ 7 Peposit - m PREY: - <. SOURU RN
Ending balanceon 5131
Totals T 4248070 §325,00

The Endifig Dally Baldnee does not refidet eny pending withdeawals or holds orr deposited funds that iy hidvg been éutstanding dn your accumtwhen polic,
transactions posted. if yowhad Insufficientavaitable funds when a lransaction posted, feesmoy have bren assessed,

Sunimary of checks written (checks ifsted are also displayed in the preceding Transaction history)

Amount
33500

Date
504

Nurmber
1601

Account tranisaction fees summary

e B ~ Units - Breass. 7 Sewicechoigeper - TotoFservice
Service charge description Udlls used included “Ufits exceisurilis (3} charge (5}
Pald.and Pepositet! ltems 5 150 0 0.50 0.00,
Totatseivice charges' )

$0:00

Help our environment Turh. off paper statemnents and go online, [F20 petcént of US, businésses & households switched to online
staternents & e-bills dnly, oVer1.8 milllon tréés wolld.be saviad each Yéar, Swirching to onling-bhly statermihits Is easy ~itonly 1akesa.
few seconds. Simply signon at wéllsfargo.com/turnalfpaperand chasse the "Online Only” deliviiry option;

EXHIBIT 7 PAGE 128

Desc



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19
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Accountnumber: 6124121499 B May 1, 2011 -May 31,2011 m Page 2 of 3

Activ{ty‘_summgry Account numnber: 6124121439
Beginning batance en5/1 $31,210.98 BOUNDARY, BAY CAPITALLLC
Deposits/redits © 389 KSE
Withdrawals/Debits —_ - ) - 23100000 OPERATING ACCBUNTZ
Ending batance on 5731 821467 = |- Catifornia e gt tetinis aiid conilitions apply
L ! L For DiregtDe csitand Automatic Payments u
Average ledger balance tils perfod. $30,468.84- Roullngﬁum‘;er [RTN) Alz'lglﬂaaz " ®
For Wire- Trg,nsfe;;_ use’
Routing Number (RTN): 121000248
fiiterest summary
Interest patd this statemant - . $3.89
‘Average callected.balance, . $30,466.84
Annual percentage yleld eamngd 0.15%-
Interest easned this staténignt period $3.89
Intarest paid thisyear $5,94.
Transaction history
Deposiis/ Withdrawals/ Ending daily
Date Description Cledits Dabits balanca
531 W Oniine transier Rel AIDexMQjI1o BuslnessChecklng Cashier Check o 23,000.00
5/31 Intérest Payment T 3489 - B214.67
Ending balafceon5/31 - T T 8,214.67
Totals $3.69 $23,000.00

The Endling Dafly Balance does not reflect chy, pendingrwithdrawalsor hiolds on deposited furds thiat may ha
trarisuctlons posted, ifyou had insulficlent avallable funds wwhien @ transdetion pasted, fees iy fiave bean pfsésiad,

3 F

pritstandinig on your decdunt when yout

#* Indicgtes ransoctions thateount taward Federa) Reserie Board Regulation DIimits. Pleas _eferto yauMccqunMgmemenrfarcompleledel'al'lsofrhc .

federally -mandated transactiin Hmnsrorsavings £con

Help our environmeant). Turn off paper statements and go enline, If 20 percent of LS. businesses & hpusehalds: swnched toonline

statéments &-e-bills only, over 1.8 million trees would be saved each-year. Switching to online-only statements is easy - it only takesa
few seconds. Simply sign on at wellsfargo comltumoffpaper and chioose the "OnlineOnly" delivary optlon.

Use onfine tools at home:or anywhere with Internet access. Monitor ‘tranisactions: with free alerts®, Transfer funds between accounts
anytime. View account-activity in one secure place. For even more convenience use ourmobile-banking site: wf.com*. Goto
wallsfargo.com (constméraccounts} or wellsfargo.cam/biz (business-aceounts) to sign up or sign on today.

*Well$ Fargo Mablle Banking access is free to our customers; however, your mobile carrier's messaging and web access charges may

apply.
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Account number: 6479463231 m.May 1, 2011 - May 37,2011 m Page 2of 4

+

WELLS

FARGO

Activity summary Account mumber: 6479463231
Beginning balarce on §/1 $6345 BQUNDARY BAY CAPITALLLC
o " . 11:14298
\fﬁmdravgalf!?ehi_ts : - 2%891,28 8% ACCDUNT _
Ending bafanceqn 5/31 : $208,72 Ca.'ifamla accounttermsond conditions apply
. : . *For Direct Deposit and Adite 3
Averags ledget belande TS gfiod $10350 o Diréct Deposit and Atomaile kajthents us

Overdraft Protection
This account Is not currently covered by.Overdraft Protection. Ilyou
would like more Information regaiding Overdraft Protectionand
eligibility requirements please call trie rumber fisted a1 the top of
your statement or visiryour Walls Fargd birdrich. ’

‘Routing Nuim sr.{RTN)_

- Routing Nimbier (RTN); 121042882

Transaction histary
Check Depushss Withdrewals? Ending dally
Date. Number Description Credm Dablis .. bufance
S5 e ... CheckPilnting'Charge Debil -Revarsal 8, R .. oooo
531 “Gnline’ Transfcr Fef HbexfAGjlx From Business Market Rate *
e e .SaV‘“GSCaSh'e'ChECk s+ e emams ot mtnan e < e+ s e
531 5007 Ghedk e e . e e 2285128 . 20872
Endlng halanceon 5/31 | 20872
Tatals $23,026.55 $22,891:28

Tie Enicling Daily Balance does notreflect any pending withdrowals.or holds an depasited fundsthot may have been oufstanding an your accoum wehen your

Hansactions posted, Ifyat had insulliclent dvaildblefunds when a trdnsaction postéd, fees may iave boen assessed..
Summary of chiecks wiitten {checks fisted are dlso displayéd in the préeeding Transaétion history)

Number Date Amount
5007 E] 22,891.28

Account transact"im_l fees summary

. .. N

] Units . Breess Sefvfce g chaige per Total service
Service charge description Units used induded - tmits exchss units (3) “chargeis)
Bald and Ceposited Meris i 750 0. 0.50 800
Total sarvice charges - $0:00

Help our environment) Turn off paper staterents and go online. If 20 percent of U5, busingsses & households switched to. online
statements & e-bills anly, aver 1,8 million trees would be saved each year: Switching to online-only statements jseasy - it only takes a

few seconds. Simply signi on at wellsfargo.com/turnoffpaper and choose. the "Bnline Only" delivery option.

EXHIBIT 7 PAGE 130

Desc
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Account number: 6124121473 m May 1,2011 -May 31,2011 w Page 2 of 3

Main Document

Page 137 of 199

| wrLLs

FARGO

Activity sumitary Accountnumber: 6124121473

Beginning balance on 5/ $94,01 BOUNDARYBAY CAPITALLLC

AN o " - 14298

Withdrawals/Debits - 600 TAX ACCOUNT

Ending balance-on 5731 $94.02 Californila account terms ond conditions apply
For Dirgct Deposit and Autoniatic Payment!

Average ladger balance this perlod 5100 R:Ltlng ﬂuﬁgz: (ﬂai'r;u: :Zc;gn:za;éaymen Fuse
For Wire Transfers use.
‘Routing Number {RTN): .121000248

Interest summary
Interestpaid this statement
Averigecoligcted bislance:
Annuéfp,er(érita‘ge‘ Vleli'i,éamq‘d.
Interest .earned this statéivient petiod
‘Interest paid thisyear

50,01
snon
0.12%
$0.01
50.02 [

Transaction history

Daie Descripticn

Deposits Withdrawals? Ending dally
Credits Debits balance

5(5 Monthly Service Fee Reversal

6,00 ) 10001

5/31 nterast Payment

5731 Monihly.Service Fee

o

RN : 001 : e
. e - e ©5 g

Ending balance on 5/31

94.02

Tatals

$6.01 $6.00

Thie Eisdiing Deilly Bafance does pot reflect any periding withdrawals or holds on deposited funds thatstiay tove beén évtstandiiig di your account Wher your
tansaétions posted. Ifyoishad nsulficient avallable funds when.d transaction posted, fees iy have been assessed,

v .

Help our environmerit! Turh off paper staterhaiits and go.odline. }f 26 percent of U.S. husinesses & Hiousshilds switchéd ta online
statements & e-bills only, over 1.8 million treegwould be saved-each year, Switching o online-onlystatements is easy - it only takes a
few seconds, Simply sign on at wellsfarge.cony/ turnaffpapér and choose the *Online Only” delivery optior,

Use online toolé at home or anywhere with Internet access, Monitor transactions with free alerts* Trafisfer funds between accounts:
anytime. View accoimt activity In one secure place, For even more convenience use cur mobile banking siterwf.con®, Go to
wellsfargo.comi [corisuriier accounts) arwellsfargo.comybiz {liusiness accounts)to sign up orsign on today.

“Walls.Fargo Mobile Banking access is free to our customers; however, your mabile carrler's messaging and web access charges may

apply.
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Main Document  Page 138 of 199

CM/ECF - U.8. Bankruptcy Court (v3.3.3 - LIVE) Page 1 of 2

Miscellaneous:

8:11-bk-14298-RK Boundary Bay Capital. LLC. a California limited li
Type: bk Chapter: 11 v : Office: 8 (Santa Ana)

Assets: y Judge: RK Case Flag: PInDue, DsclsDue

TU.S. Bankruptey Court
Central District Of California
Notice of Electronic Filing

The following transaction was received from Hutchison B Meltzer entered on 6/21/2011 at 7:23 PM
PDT and filed on 6/21/2011

Case Name: Boundary Bay Capital, LLC, a California limited 1i

Case Number: 8:11-bk-14298-RK

Document Number: 46

Docket Text:
Monthly Operating Report. Operating Report Number: 2. For the Month Ending May 31, 2011 Filed by
Debtor Boundary Bay Capital, LLC, a California limited liability company. (Meltzer, Hutchison)

The following document(s) are associated with this transaction:

Document deseription:Main Document

Original filename:H:\e-file\Boundary Bay\MOR #2.pdf

Electronic docnment Stamp:

[STAMP bkecfStamp ID=1106918562 [Date=6/21/2011] [FileNumber=46681656-
0] [96ec19£35609c998{926591d74113a492b74¢617744cTbb2f2dbec689bE7354eb2
aaach26ce13077ac35661b6c9dc288861c59611448¢cal 8abbl61ce2f]fea2f]]

8:11-bk-14298-RXK Netice will be electronically mailed to:

Paul S Arrow on behalf of Creditor Orange County Business Bank
parrow@buchalter.com, ifs filing@buchalter.com

Daniel Denny on behalf of Interested Party Courtesy NEF
ddenny@gibsondunn.com

Beth Gaschen on behalf of Debtor Boundary Bay Capital, LLC, a California limited liability company
bgaschen@wgllp.com

Nancy 8 Goldenberg on behalf of U.S. Trustee United States Trustee (SA)
nancy.goldenberg@usdoj.gov

Hutchison B Meltzer on behalf of Debtor Boundary Bay Capital, LL.C, a California limited liability
company

https://ecf.cach.uscourts. gov/egi-bin/Dispatch.pl?656807723528644 6/21/2011
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CM/ECEF - U.S. Bankruptey Court (v3.3.3 - LIVE) Page 2 of 2

hmeltzer@wgllp.com

Hal M Mersel on behalf of Creditor California Bank & Trust, as Assignee to the F.D.I.C. as Receiver for
Alliance Bank
mark.mersel@bryancave.com

Evan D Smiley on behalf of Debtor Boundary Bay Capital, LLC, a California limited liability company
esmiley@wgllp.com

United States Trustee (SA)
ustpregion16.sa.ecf@usdoj.gov

8:11-bk-14298-RK Notice will not be electronically mailed to:

Andrea A Jupina
POB 234192
Encinitas, CA 92023-4152

Evan D. Smiley

Weiland, Golden, Smiley, Wang Ekvall
650 Town Center Drive

Suite 950

Costa Mesa, CA 92626

hittps:/fecf.cach.uscourts.gov/cgi-bin/Dispatch.pl ?656807723528644 6/21/2011
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. T, i"‘"‘-‘ w\
@ @ i_““rﬁ’ ]{ UNITED STATES DEPARTMENT OF JUSTICE Filed Electronically
OFFICE OF THE UNITED STATES TRUSTEE on -5t
' CENTRAL DISTRICT OF CALIFORNIA DocketNo, 23

CHAPTER 11 (BUSINESS)

InRe:
Boundary Bay Capital, LILC Case Number: 8:11-bk-14298-RK
Operating Report Number: 3

Debtor(s).] |For the Month Ending; 30-Jun-11
1. CASH RECEIPTS AND DISBURSEMENTS
A, (GENERAL ACCOUNT#*)
1. TOTAL RECEIPTS PER ALL PRIOR GENERAL ACCOUNT REPORTS 36,832.78
2. LESS: TOTAL DISBURSEMENTS PER AI;L PRIOR GENERAL 23,561.55
ACCOUNT REPORTS
3. BEGINNING BALANCE: . 13,271.23 |
4, RECEIPTS DURING CURRENT PERIOD: .
Accounts Recefvable - Post-filing 1,500.72
Accounts Receivable - Prefiling
General Sales
Other {Specify)
" #*Other (Specify)
TOTAL RECEIPTS THIS PERIOD: | 1,500.72 |
5. BALANCE: | 1 14,771.95 |
6. LES3S: TOTAL DIéBURSEIviENTS TURING CURRENT PERIOD
Transfers to Other DIP Accounts (from page 2) 100.00
Disbursements (fom page 2) 10,600.00
TOTAL DISBURSBMBNTS THIS PERIOD *#* | 10,100.00 |
7. ENDING BALANCE: i 4,671.95 |
8. General Accomnt Number(s): #6479463223
#6124121499 [a%] =
Depository Name & Location: Wells Fargo Bank, NJA, <™ = . .=
2640 Main Street, Suite R = =5
Trvine, CA 92614 e — 2
- = >c
*  All receipts must be deposiied into the general account. . . :l) %_‘2
#* nclude eceipts from the sale of any eal or personal property out of the ordinary courss of ‘business; attach ao uhi‘gItAmirying what was sold, )
to whom, terms, end dste of Court Order or Report of Sale. =1 <@ b 53:
PN ] =

*$2This smount shold be the same as the total from pags 2.
Page 10of 18

EXHIBIT 7 PAGE 134



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

Main Document

Page 141 of 199

TOTAL DISBURSEMENTS FROM GENERAL ACCOUNT FOR CURRENT PERIOD

Date
mm/dd/yyyy

~Check

Number

Payce or DIP
account

Purpose

FAmMmount
Transfered

FFAmonnt
Disbursed

Amount

0.00

0.00

0.00

0.00

0.00

0.00

0.00

Q.00

0.00

0.00

0.00

0.00

06/17/11

1005

CMG, LLC

management fees

10,000.00

10,000.00

0.00

6/30/2011

#6124121473

automatice transfer

100.00

100.00

¢.00

.00

0.00

0.08

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

be filled in for you.

*#* Fill in amounts in this column if they are DISBURSEMENTS to outside payees; the "amount” column will be filled in for you.

TOTAL DISBURSEMENTS THIS PERIOD!|
* Fill in amounts in this column if they are TRANSFERS to another DIF eccount (e.g. Payroll or Tax); the "amount" column will

Page 2 of 16

100.00

10,000.00

$10,100.00
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GENERAL ACCOUNT
BANK RECONCILIATION
Bank statement Date: 6/30/2011 Balance on Statement: $4,671.95
Plus deposits in transit {a):
Deposit Date Deposit Amount

TOTAL DEPOSITS IN TRANSIT 0.00 |
Less Outstanding Checks (a):

Check Number Check Date Check Amount
TOTAL QUTSTANDING CHECKS: 0.00 |
Explanation of Adjustments-
ADJUSTED BANK BALANCE: Page 3 of 16 $4,671.95]
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I. CASH RECEIPTS AND DISBURSEMENTS
B. (PAYROLL ACCOUNT)

1. TOTAL RECEIPTS PER ALL PRIOR PAYROLL ACCOUNT REPORTS

2. LESS: TOTAL DISBURSEMENTS PER ALL PRIOR PAYROLL

ACCOUNT REPORTS

3. BEGINNING BALANCE:

0.00 |

4, RECEIPTS DURING CURRENT PERIGD:

(Transferred from General Account)

5. BALANCE; l

0.00 |

6. LESS: TOTAL DISBURSEMENTS DURING CURRENT PERIOD

TOTAL DISBURSEMENTS THIS PERIOD:*#* |

0.00 |

7. ENDING BALANCE: I

0.00]|

8. PAYROLL Account Number(s):

Depository Name & Location:

Page 4 of 16
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TOTAL DISBURSEMENTS FROM PAYROLL ACCOUNT FOR CURRENT PERIOD

Date Check
mm/dd/yyyy | Number Payee Purpose Amount

Page 5ol 10
TOTAL DISBURSEMENTS THIS PERIOD: 0.00
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PAYROLL ACCOUNT
BANK RECONCILIATION
Bank statement Date: - Balance on Statement;
Plus deposits in transit (a):
Deposit Date Deposit Amount

TOTAL DEPOSITS IN TRANSIT { 0.00|
Less Outstanding Checks (a):

Check Number Check Date Check Amount
TOTAL OUTSTANDING CHECKS: 0.00 |
Bank statement Adjustments:
Explanation of Adjustments-

Page 6 of 16

ADJUSTED BANK BALANCE: $0.00 |
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1. CASH RECEIPTS AND DISBURSEMENTS
C. (TAX ACCOUNT)

1. TOTAL RECEIPTS PER ALL PRIOR TAX ACCOUNT REPORTS 23,236.57

2. LESS: TOTAL DISBURSEMENTS PER ALL PRIOR TAX 22,933.83
ACCOUNT REPORTS

3. BEGINNING BALANCE: 302.74 |
4. RECEIPTS DURING CURRENT PERIOD: 100.01

(Transferred from General Account)

5. BALANCE: ' | 402.75 |

6. LESS: TOTAL DISBURSEMENTS DURING CURRENT PERIOD

TOTAL DISBURSEMENTS THIS PERIOD:**+ | 12.00 |
7. ENDING BALANCE: f 390.75 ||
8. TAX Account Number(s): #6124121473, #6479463231
: _ Wellg Fargo Bank, N.A.

Depository Name & Locaticn: 2540 Main Street, Suite %

Irvine, CA 92614

Page 7 of 16
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TOTAL DISBURSEMENTS FROM TAX ACCOUNT FOR CURRENT PERIOD

Date Check
mun/dd/yyyy | Number Payee Purpose Amount
6/30/2011 Wells Fargo service fees 12.00

_P

Page 8 of 16
TOTAL DISBURSEMENTS THIS PERIOD: 12.00
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 148 of 199

TAX ACCOUNT
BANK RECONCILIATION
Bank statement Date: 6/30/2011 DBalance on Statement: $390.75

Plus deposits in transit (a):

Deposit Date Depaosit Amount
TOTAL DEPOSITS IN TRANSIT 0.00 |
Less Ouistanding Checks (a):

Check Number Check Date Check Amount
TOTAL OUTSTANDING CHECKS: 0.00 |
Bank statement Adjustments:
Explanation of AQJUSHIENS. ettt ey
Page 9 of 16 :

ADJUSTED BANK BALANCE: $390.75 |
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

Main Document  Page 149 of 199

I. D SUMMARY SCHEDULE OF CASH

ENDING BALANCES FOR THE PERIOD:

(Provide a copy of monthly account statements for cach of the below)

General Account: 4.671.95
Payroll Account:
Tax Account: 390,75
*(Other Accounts:
*QOther Monies:
#*Petty Cash (from below): | 0.00 |
TOTAL CASH AVAILABLE: f 5,062.70 ||
Petty Cash Transactions: .
Date Purpose Amount
TOTAL PETTY CASH TRANSACTIONS: 0.00 |
Page 10 of 16

EXHIBIT 7 PAGE 143



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 150 of 199

II. STATUS OF PAYMENTS TO SECURED CREDITORS, LESSORS
AND OTHER PARTIES TO EXECUTORY CONTRACTS

Post-Petition
Frequency of Payments payments not made
Creditor, Lessor, Etc. (Mo/Qtr) Amount of Payment (Number) Total Due
TOTAL DUE: 0.00

IMI. TAX LIABILITIES

FOR THE REPORTING PERIOD:
Gross Sales Subject to Sales Tax:
Total Wages Paid:
Total Post-Petition Date Delinguent
Amounts Qwing | Amount Delinquent Amount Due
Federal Withholding
State Withholding

FICA- Employer's Share

FICA- Employee's Share

Federal Unemployment

Sales and Use

Real Property

Qther: o 110f 16

TOTAL: 0.00 0.00
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

Main Document

Page 151 of 199

IV. AGING OF ACCOUNTS PAYABLE AND RECEIVABLE

*Accounts Payable Accounts Receivable
Post-Petition Pre-Petition Posi-Petition
30 days or less 442,57
31 - 60 days|
61 - 90 days|| 800.00
91 - 120 days| 4,237.57
Over 120 days 151,667.02
TQTAL: 800.00 155,904.59 442.57
V. INSURANCE COVERAGE
Amount of Policy Expiration| Premium Paid
Name of Carrier Coverage Date Through (Date)
General Liability[|Golden Eagle Ins { $1mm 2/22/2012 2/22/2012
Worker's Compensation
Casualty;
Vehicle
Others:;
VI. UNITED STATES TRUSTEE QUARTERLY FEES
(TOTAL PAYMENTS)
Quarterly Period Total Quarterly Fees
Ending (Date) Disbursements Quarterly Fees Date Paid Amount Paid Still Owing
31-Mar-2011 325.00 28-Apr-2011 325.00 0.00
30-Jun-2011 650.00 650.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
975.00 325.00 650.00

Page 12 of 16
* Post-Petition Accounts Payable SHOULD NOT include professionals' fees and exgpenses which have been incurred but not yet awarded by the court. Post-Petition
Accounts Payable SHOULD include professionals’ fees and expenses authorized by Court Crder but which remein unpaid as of the close of the period report
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

Main Document

Page 152 of 199

VI SCHEDULE OF COMPENSATION PAID TO INSIDERS

Date of Order Gross
Authorizing Compensation Paid
Name of Insider Compensation * Authorized Gross Compensationf During the Month
VIII. SCHEDULE OF OTHER AMOUNTS PAID TO INSIDERS
Date of Order
Authorizing Amount Paid
Name of Insider Compensation Deseription During the Month
Heritage Capital Management, LLC management feg 10,000.00
5age 13 0f 16

* Please indicate how compensation was identificd in the order (¢.g. $1,000/week, $2,500/month)
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 153 of 199

IX. PROFIT AND LOSS STATEMENT
(ACCRUAL BASIS ONLY)}

Current Month Cumulative Post-Petition
Sales/Revenue:
Gross Sales/Revenue 2,430,839 7,383.95
Less: Returns/Discounts

Net Sales/Revenue | 2,430.89 7,383.95 |

Cost of Goods Sold:
Beginning Inventory at cost
Purchases
Less: Ending Inventory at cost
Cost of Goods Sold (COGS))| 0.00 0.00 |

Gross Profit | 2,430.89 7,383.95 |

Other Operating Income (Itemize)

Operating Expenses:
Payroll - Insiders
Payroll - Other Employees
Payroll Taxes
Other Taxes (Itemize)
Depreciation and Amortization
Rent Expense - Real Property
Lease Expense - Personal Property
Insurance
Real Property Taxes 4,171.36 37,854.17
Telephone and Utilities
Repairs and Maintenance
Travel and Entertainment (Itemize)
Miscellaneous Operating Expenses (Itemize)

Total Operating Expenses| 4,171.36 37,854.17 |
Net Gain/(Loss) from Operations| (1,740.47) (30,470.22)]
Non-Operating Income:
Interest Income 0.73 6.69
Net Gain on Sale of Assets (Itemize)
Other (Itemize)
Total Non-Operating income| 0.73 6.69 |
Non-Operating Expenses:
Interest Expense 131,112.74 392,859.94
Legal and Professional (Itemize) 9,075.00 60,771.00
Other (Itemize) - (Ttemize) 10,086.19 38,678.78
Total Non-Operating Expenses| 150,273.93 492,309.72 |
NET INCOME/(LOSS) Il (152,013.67) (522,773.25)|

{Auach exhibit listing all itemizations required above)

Page 14 of 18
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

Main Document

Page 154 of 199

X, BALANCE SHEET

(ACCRUAL BASIS ONLY)
ASSETS Current Month End
Current Assets:
Unrestricted Cash 5,062.70
Restricted Cash
Accounts Receivable 156,347.16
Inventory
Notes Receivable 13,439,342.82
Prepaid Expenses
Other (Itemize) - Retainers 186,653.05
Total Current Assets | 13,787,405.73 |
Property, Plant, and Equipment
Accumulated Depreciation/Depletion
Net Property, Plant, and Equipment 0.00 |

Other Assets (Net of Amortization):
Due from Insiders
Other (Itemize)
Total Other Assets

TOTAL ASSETS

LIABILITIES
Post-petition Liabilities:
Accounts Payable
Taxes Payable
Notes Payable - Interest
Professional fees - Legal
Secured Debt - Interest
Other (Itemize)
Total Post-petition Liabilities

Pre-petition Liabilities:
Secured Liabilities
Priority Liabilities
Unsecured Liabilities
Other (Jtemize)
Total Pre-petition Liabilities

TOTAL LIABILITIES

EQUITY:
Pre-petition Owners” Equity
Post-petition Profit/(Loss)
Direct Charges to Equity
TOTAL EQUITY

TOTAL LIABILITIES & EQUITY

12,475,089.10

| 12,475,089.10 |

|| 26.,262,494.83 |
800.00
14,962.89
321,487.33
68,748.03
74,381.07
19,558.75

| 499,938.07 |

7,044,741.59

198,094.24

40,636,009.27

(21,593,515.09)

(522,773.25)

{ 47,878,845.10 |
| 48,378,783.17 |

Page 15 of 16

EXHIBIT 7 PAGE 148
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

Main Document  Page 155 of 199

Lo L0 L i1U. 20 IJY4IiDLTILD =AGE VL U3

XI1. QUESTIONNAIRE

No Yes
Has the dehtor-in-possession made any paymeuts on its pre-petition unsecured debt, except as
have been authotized by the conrt? If "Yes", explain below: X

No Yes

Has the debtor-in-possession during this reporting period previded compensation or remuneration
" ' ’ ] 3 . » 1 o1 n
to any officers, directors, principals, or other insidets without appropriate authorization? If"Yes",

explain below: X

State what progress was made during the reporting period toward filing a plan of reorganization

Describe potential future developments which may bave a significant impact on the case:

Attach copies of all Orders granting relief from the automatic stay that were entered during the
reporting period.
No Yes

‘Did you receive any exempt income this month, which is not set forth iv the operating report? If

"Yes", please set forth the amounts and sources of the income below. X

David Lawlor

declare under penalty of perjury that I have fully rcad and understood the foregoing debtor-in- -
possession operating teport and that the information contained herein is true and complete to the

best of my knowledge.

’7/(3 I

Date Page 16 of 16 ' Principal for debtor-In-possession

EXHIBIT 7 PAGE 149



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19

Main Document  Page 156 of 199

Account number: 6479463223 m June1, 2011-.June 30,2011 m Page 2ol 4

WEILLS

REILA

Activity summary Accountumber: 5473463223
Beginning batonce on B4 £$5,058.58. BOUNDARY BAY CAPITALLLE
DepositsiCradite £,500:00 . DEBTOR IN POSSESSION
Withdrawais/Debils 16,100.00 CHTICASEE11-14238 (CCA)

; e 'DPERATING ACCOUNT
Ending balance on. 6/38 $1,456.56 Cabomia 1 lestns and conditions apply
. For Direct Deposk and Avtomatic Payments use
Avetage latger balance this period $3,619.89 Routing Number (RTN): 121042852
For'Wire Transfars usa
Rotrting Number (RTN|: 121000248

Overdraft Protection

This accourt is not Hy d by Overrdeait Protecion. If you

woukd Ike more Informetibn regénging Quardraft Protection and
oligibility requiremants please cof the nember fist=d al tha top of
your statement or visit your Wells Farmo branch.

Transaction history
Check Deposits? Withdrawals/ Ending daily
Date Number Doscriptk Crodits Dabits balance
8113 Paposit 1.500.00 5,556,560
BH7 Online TransforRel Bibelzx3BPK From Business Marke} Rsta 6,000.00
Savings for Mgt Fea Pajment
a7 1005 Chack 10,000.80 1,658.58
6/30 Recuring Transfor Ret #0pe57Vzksm to Businesa Market Rate 104,00 4,456.56
Savings x00coc 473
Endlng halance or 6133 1,456.56
Totals $8,540.00- $18,180.00
The Ending Dally Belance does nol reflect eny penditit withdrawals or holds on deposiied funds that may have baan 0N yoUr when your
Uansactions posted. Tyou had insufficient avallable funds whena transaction postcd, fécs may hava heen assassed.
Suimmary of checks wiitten  (checks listed are also displayed in the preceding Transaction history)
Number Date Amount
1005 GH7 “10,000.00
Account transaction fees summary
. Unils Extess Servica charge per Tolal service
Setvice chaige desorition nks usad unis excess unls (3) ehame (3}
Paid and Deposited flems 2 150 [ 2:50 000
$0.00

Total service charges

Looking for ways ta cut custs? Direct Pay, trough WelisFargo Business Online, lets you make secure electronic paymenits. Paying
eimployees and contractors by direct deposit helps save o labor - U's easy for you and goaventent for them. You can aiso use Direct
Pay to pay vendors as fast as the next business day. Leatn more at welisfargo.conblzidirectpay.

EXHIBIT 7 PAGE 150
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 157 of 199

Account number: 6124121493 = June 1, 2011 - June 30,2011 » Page Zof 3

Interest summary
Interest paid this statsinant 072
Average colisctad balance $6,884.33
Arnual parcontage yiald samad 0.15%
Tnterest werned s statement period $0.72
Interest pakd this year ’ $6.66

Transaction history

Deposils! Withdrawals/ Ending dedy

Date _Qesaﬁbn Credits Debits halance
M7 ¥ Online Transier Rel fibebnx33Pk 1o Business Checking for Mk Fes Paymant 5.000.09 3.214.67
w30 Intetest Payment 0.72 3,216.38
Ending halance on 8130 321538
‘Totals o2 $5,000.00

The Ending Dally Balance doas nod reflect any pending withdrawals or hokis on depsfiod funds tha) may have been Ky B YU t when your

transactions posted. §you fad insffcient avaifable funds when a transaction posted, isesmay have besn aceacsed.

+ [ndicatas transaciions thal cotnt foward Feders] Reseive Bosrd Regukiion D Emits. Please refer o ytur Account Agreemment for complede defals of the
federefywmandaled ransaclion Fmits for $oVings accoun's.

IMPORTANT ACCOUNT INFORMATION

Save time with Onilne Bif Pay

Save time, avold Iate fees, and save on postage costs. Be at eate knowing your payments get there Tastwith over 90% of our top
poyees ebie o recelve paymenis In 2 days of fess. You tan even make same tay payments 1o Wells Fargo tredit accounts, ant 1o other
select machants. Pay your bills efficiently with Wells Fargo Blil Pay-backed by our Payment Guarantee, We fuarames your payments
will be paid as scheduled, on fme, every time. Goto wellsfargio.com or welisfargo.combiz to siyn up or &ign on today.
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 158 of 199

Account number: 6124121473 w June 1, 2011 - June 30, 2011 = Page 2 of 3

Interast summary
mstevest pald this statamant $0.61
Average coliscted balanse 567,35
Annual percaninge yiek] eamat 0.13%
brterest eamed this statement potied §$2.01
Interest paid this year $0.03

Transaction history

Deposies Whthdrawals/ Ending deily

Dale Descriplion Crodis Debils halanco
B30, Recyrring Transfer Ref #0pe57Vzksn From Business Checking 100000@223 100.00

/30 Inerest Payrnant oot 164,03
Ending balahce on 6130 ) ) i94.03
Totals $i80.0 $0.00

The Ending Dafly Balanoe doss nok refiect any pending wihdrawals or holds on deposited funds it may have heers culstinding o your sccounf whan your
transactions posted, i yoo had insuffeiend avalabie funds when a transaction posied. Tees may fenaz boet assesped.

IMPORTANT ACCOUNT INFORMATION

Save time with Online Bl Pay

Sava fime, avoid fate fees, and save on postage costs. Be at ease knowing your paymerits get thave fast-with over 0% of cur top
payees able to receive payments In 2 days of Jess. You can even make-sama day payments to Wells Fargo credit accounts, and {o cther
select merchatits, Pay your bills effictenty with Wefls Fargo BTl Pay-backed by our Pagmant Guarsntes: We guarantee yout pdyments
will be pald as seheduled, ontime, evary ime. Go towellsfargo.com or wellsfarge.comftlz to sign up or slon oh taday,
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 159 of 199

Account number; 6479463231 wm June 1, 2041 - June 30,2011 = Page 2 of3

Activity summary Accountromber:  BATRA63231
Baginning batance on 61 $208.,72 BOUNDARY BAY CAPITAL LLE
DapositslCradits 0.00 'DEBTOR W POSSESSION
) CHI1CASER1-14298 (CCA)

mmam - j20n TAX AGCOUNT
Eading balance on 8130 $19872 Gkl ik ang condti ’

For Direct Deposit and Autoinatic Payments use
Averayie ledgar balance this period $20872 Routing Mumber [RIN}: 121042882

' ' For' Wire Tronsfers use
Roufing Humber [RTN): 121000243

Overdraft Protection
This account s not ciemantly covered by Overdraft Protecion. I vou
wod ke more i 1 fing Cnoedraft P hon and

eliibliity requirements please ;nl sh; nuinber fisted at the top of
your staiement or visit your Wells Fargo branch.

Transaction history

Check Deposits! Wiiherawats? Endtiryg dally
Date Number Description Credis Debits balance
6130 Monthly Sandcs Fee 12.00 186.72
Ending balance on 6130 196.72
Totals $0.00 $12.40
The Ending Dally Balance does nat reflect any pending withdrawsls or holds on deposited funds thal may have bean oulstanding on your I when your

{rgnsactions posted, i you had isufficient avaiiabie funds when a fransaction posted, fees may have boen assassed.

Looking for ways (o cut costs? Direct Pay, through Wells Fargo Business Online, lets you make secure electronlc payments. Paying
employees and contractors by direct deposit helps save on labor - it's easy for yol! and convenlent %or-then. You can also use Direcd
Pay to pay ventors as fast as the next business day. Leam more =t wellsfargio.comfulzidirecizay.

IMPORTANT ACCOUNT INFORMATION

Save tme with Online 81l Pay

Save tme, avold jate faes, and sava on postage costs, Be at'ease knowing your payrients get there fastswith over 80% of our'top
payees able to recelve payments in 2 days or less. You-can even make same day payments to Wells.Fargo credit accounts; and 1o other
select meschants. Pay your bills efficiertly with Wells Fargo Bill Pay-backed by our Payment Guarantee. We guaraniee Your gayments
will be pald as schaduled, on fims, every tme. Go 1z wellsfargo.cum or wellsfargo.com/biz t sign up or sign oo today.
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 160 of 199

CM/ECF - U.8S, Bankruptcy Court (v3.3.3 - LIVE) Page 1 of 2

Miscellaneous:

8:11-bk-14298-RK Boundary Bay Capital, LI.C. a California limited li
Type: bk Chapter: 11 v Office: § (Santa Ana)
Assets: y Judge: RK Case Flag: PInDue, DsclsDue

U.S. Bankruptcy Court
Central District Of California
Notice of Electronic Filing

The following transaction was received from Hutchison B Meltzer entered on 7/13/2011 at 3:57 PM
PDT and filed on 7/13/2011

Case Name: Boundary Bay Capital, LLC, a California limited 1i

Case Number: 8:11-bk-14298-RK

Doeument Nomber: 53

Docket Text:
Monthly Operating Report. Operating Report Number: 3. For the Month Ending June 30, 2011 Filed by
Debtor Boundary Bay Capital, LLC, a California limited liability company, (Meltzer, Hutchison)

The following document(s) are associated with this transaction:

Document description:Main Document

Original filename:H:\e-file\Boundary Bay\MIOR #3.pdf

Electronic document Stamp:

[STAMP bkecfStamp_ID=1106918562 [Date=7/13/2011] [FileNumber=47333275-
0] [73d5d7a39d77aaba7a48{88c5455096133a7a2ba64554d15b9123ae20£58¢a8720
405bec590b3076bbbacc8944c0221d9b%d74549b48albeal 41323a214cd19]]

8:11-bk-14298-RK Notice will be electronically mailed to:

Paul § Arrow on behalf of Creditor Orange County Business Bank
parrow(@buchalter.com, ifs filing@buchalter.com;salarcon@buchalter.com

Daniel Denny on behalf of Interested Party Cowrtesy NEF
ddenny@gibsondunn.com

Beth (Gaschen on behalf of Debtor Boundary Bay Capital, LLC, a California limited liability company
bgaschen@wglip.com

Nancy S Goldenberg on behalf of U.S. Trustee United States Trustee (SA)
nancy.geldenberg@usdoj.gov

Hutchison B Meltzer on behalf of Debtor Boundary Bay Capital, LLC, a California limited Jiability
company

https://ect.cacb.uscourts.gov/cgi-bin/Dispatch.pl7660712858578729 7/13/2011
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 161 of 199

CM/ECF - U.8. Bankruptcy Court (v3.3.3 - LIVE) Page 2 of 2

hmeltzer@wgllp.com

Hal M Mersel on behalf of Creditor California Bank & Trust, as Assignee to the F.D.I.C. as Receiver for
Alliance Bank
mark.mersel@bryancave.com

BEvan D Smiley on behalf of Debtor Boundary Bay Capital, LLC, a California limited liability company
esmiley@wgllp.com

United States Trustee (SA)
ustpregionl 6.sa.ecfi@usdoj.gov

8:11-bk-14298-RK Notice will not be electronically mailed to:

Andrea A Jupina
POB 234192
Encinitas, CA 92023-4192

Evan D, Smiley

Weiland, Golden, Smiley, Wang Ekvall
650 Town Center Drive

Suite 950

Costa Mesa, CA 92626

https://ecf.cach.uscourts.gov/cgi-bin/Dispatch.pl?660712858578729 7/13/2011
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 162 of 199

> UNTTED STATES DEPARTMENT OF JUSTICE
o

Filed Electronically
OFFICE OF THE UNITED STATES TRUSTEE on_K-ib-1l
CENTRAL DISTRICT OF CALIFORNIA Docket No._4
In Re: CHAPTER 11 (BUSINESS)
Boundary Bay Capital, LLC Case Nimber: $:11-bk-14208-RK
Operating Report Number: 4
Debtoz(s).| |For the Month Ending; 31-Jul-11
1, CASH RECEIPTS AND DISBURSEMENTS

A. (GENERAL ACCOUNT)
1. TOTAL RECEIPTS PER ALL PRIOR GENERAL ACCOUNT REPORTS

2. LESS: TOTAL DISBURSEMENTS PER ALL PRIOR GENERAL
ACCOUNT REPORTS

38,333.50
33,661,535
3.- BEGINNING BALANCE: : _ : . | 4,671.95 |
4. RECEIPTS DURING CURRENT PERIOD:
Accounts Receivable - Post-filing 1,085.13
Accounts Receivable - Pre-filing
General Sales
Other (Specify) interest income 0.11
*+Dther (Specify)
TOTAL RECEIPTS THIS PERIOD: | 1,085.24 |
5. BALANCE: { 5,757.19 |
6. LESS: TOTAL DISBURSEMENTS DURING CURRENT PERIOD
Transfers to Other DIP Accounts (from page 2) 100.00
Disbursements (from page 2) 3,650.00
TOTAL DISBURSEMENTS THIS PERIOD:*#* [ 3,750.00 |
7. ENDING BALANCE: . . I 2,007.19 |
8. General Account Number(s): #6479463223 -]
#6124121499 = =
Depository Name & Location: ‘Weils Fargo Bank, N.A. : — e
2640 Main Street, SuiteR 1y = =
Trvine, CA 92614 < sl pAT
L T3
¢ All receipts must be deposited into the ganeral aceount, o T c_;, E:n
+* Include receipts from the sale of any real or personal property out of the erdinary course of business; attach an exhibit speeifying Vi wassold, o ?1
to whom, terms, end date of Court Order or Report of Sale. 3 — m
#*+£This amount should be the same as the total from page 2. e
Page 10f 18
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

Main Document

Page 163 of 199

TOTAL DISBURSEMENTS FROM GENERAL ACCOUNT FOR CURRENT PERIOD

Date
mm/dd/yyyy

Check
Number

Payee or DIP
account

Purpose

*Amount
Transfered

*¥ Amount
Disbursed

Amount

¢.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

07/08/11

1006

CMG, LLC

management fees

3,000.00

3,000.00

7/26/2011

1007

1.8. Trustee

trusiee fees

650.00

650.00

7/31/2011

#6124121473

automatice transfer

100.00

100.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0,00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

{100

0.00

0.00

0.00

0.00

be filled in for you.

** Fill in amounts in this column if they are DISBURSEMENTS to outside payees; the "amount” coltma will be filled in for you.

TOTAL DISBURSEMENTS THIS PERIOD:|
* Fill in amounts in this column if they are TRANSFERS to another DIP account (e.g. Payroll or Tax); the "amount” column will

Page 2 of 16

100.00

3,650.00

$3,750.00
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 164 of 199

GENERAL ACCOUNT
BANK RECONCILIATION
Bank statement Date: 7/31/2011 Balance on Statement: $2,007.19
Plus deposits in transit (a):
Deposit Date Deposit Amount
TOTAL DEPOSITS IN TRANSIT 0.00 |
Less Outstanding Checks (a):
Check Number Check Date Check Amount
TOTAL OUTSTANDING CHECKS: 0.00 |
Explanation of Adjustments-
ADJUSTED BANK BALANCE: Page 3 of 16 $2,007.19|
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 165 of 199

1. CASH RECEIPTS AND DISBURSEMENTS
B. (PAYROLL ACCOUNT)

TOTAL RECEIPTS PER ALL PRIOR PAYROLL ACCOUNT REPORTS

. LESS: TOTAL DISBURSEMENTS PER ALL PRIOR PAYROLL

ACCOUNT REPORTS

3.

4.

6.

=

BEGINNING BALANCE; 0.00 |

RECEIPTS DURING CURRENT PERIOD:
(Transferred from General Account)

BALANCE: ! 0.00 |

LESS: TOTAL DISBURSEMENTS DURING CURRENT PERIOD
TOTAL DISBURSEMENTS THIS PERIOD;*** | 0.00 |

ENDING BALANCE: [ 0.00 |

. PAYROLL Account Numbez(s):

Depository Name & Location:

Page 4 of 16
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TOTAL DISBURSEMENTS FROM PAYROLL ACCOUNT FOR CURRENT PERIOD

Date Check
mm/dd/yyyy | Number Payee Purpose Amount

Page 5 of 16

TOTAL DISBURSEMENTS THIS PERIOD: 0.00
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PAYROLL ACCOUNT
BANK RECONCILIATION
Bank statement Date: Balance on Statement:
Plus deposits in transit (a):
Deposit Date Deposit Amount

TOTAL DEPOSITS IN TRANSIT | 0.00}
Less Qutstanding Checks (a):

Check Number Check Date Check Amount
TOTAL QUTSTANDING CHECKS: 0.00 |
Bank statement Adjustments:
Explanation of Adjustments-

Pags 6 of 16 :

ADJUSTED BANK BALANCE: $0.00 |
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I. CASH RECEIPTS AND DISBURSEMENTS
C. (TAX ACCOUNT)

1. TOTAL RECEIPTS PER ALL PRIOR TAX ACCOUNT REPORTS 23,336.58
2. LESS: TOTAL DISBURSEMENTS PER ALL PRIOR TAX 22,945.83
ACCOUNT REPORTS
3. BEGINNING BALANCE: 390.75 |
4, RECEIPTS DURING CURRENT PERIOD: 100.03

(Transferred from General Account - plus .03 interest)
5. BALANCE: | 490.78 |
6. LESS: TOTAL DISBURSEMENTS DURING CURRENT PERIOD

TOTAL DISBURSEMENTS THIS PERIOD;*##* | 12,00 |
7. ENDING BALANCE: [ 478.78 |
8. TAX Account Number(s): #06124121473, #6479463231

Wells Fargo Bank, N.A.
Depository Name & Location: 2540 Main Street, Suite %

- Irvine, CA 92614

Page 7 of 16
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TOTAL DISBURSEMENTS FROM TAX ACCOUNT FOR CURRENT PERIOD

Date Check
mm/dd/yyyy | Number Payee Purpose Amount
7/31/2011 ‘Wells Fargo service fees 12.00

P

TOTAL DISBURSEMENTS THIS PERIOD: 12,00
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TAX ACCOUNT
BANK RECONCILIATION
Bank statement Date: 7/31/2011 Balance on Statement: $478.78
* Plus deposits in transit (a):
Deposit Date Deposit Amount
TOTAL DEPOSITS IN TRANSIT [ 0.00 ]
Less Qutstanding Checks (a):
Check Number Check Date Check Amount
TOTAJL, OUTSTANDING CHECKS: 0.00 |
Bank statement Adjustments:
Dxplanation of Adjustments. e e e
Page S of 16
ADJUSTED BANK BALANCE: $478.78 |
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I. D SUMMARY SCHEDULE OF CASH

ENDING BALANCES FOR THE PERIOD:

" (Pravide a copy of monthly account statements for each of the below)

Genetal Account: 2,007.19
Payroll Aceount:
Tax Account: 478.78
*(Other Accounts:
*Qther Monies:
¥*Petty Cash (from below): | 0.00 |
TOTAL CASH AVAILABLE; | 2,485.97
Petty Cash Transactions:
Date Purpose Amount
TOTAL PETTY CASH TRANSACTIONS: 0.00_{
Page 10 of 16
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II. STATUS OF PAYMENTS TO SECURED CREDITORS, LESSORS
AND OTHER PARTIES TO EXECUTORY CONTRACTS

Post-Petition
Frequency of Payments payments not made
Creditor, Lessor, Ete., (Mo/Qtr) Amount of Payment ‘(Number) Total Due
TOTAL DUE: 0.00

II. TAX LIABILITIES

FOR THE REPORTING PERIOD:;
Gross Sales Subject to Sales Tax:
Total Wages Paid:
Total Post-Petition Date Delinquent
Amounts Owing | Amount Delinquent Amount Due
Federal Withholding
State Withholding

FICA- Employer's Share
FICA- Employee's Share
Federal Unemployment
Sales and Use
Real Property

Other: 11 of 16

TOTAL: 0.00 0.00
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Main Document

IV. AGING OF ACCOUNTS PAYABLE AND RECEIVABLE

*Accounts Payable
Post-Petition

Accounts Receivable

Pre-Petition

Post-Petition

30 days or less
31 - 60 days|
61 - 90 days|
91 - 120 days|| 800.00
Over 120 days 155,904.59
TOTAL: 800.00 155,904.59 "~ 0.00
V. INSURANCE COVERAGE
Amount of Policy Expiration| Premium Paid
Name of Carrier Coverage Date Through (Date)
General Liability||Golden Eagle Ins | $1mm 2/22/2012 2/22/2012
Worker's Compensation
Casualty,
Vehicle
Others:
V1. UNITED STATES TRUSTEE QUARTERLY FEES
(TOTAL PAYMENTS)
Quarterly Period Total Quarterly Fees
Ending (Date) Disbursements | Quarterly Fees Date Paid Amount Paid Still Owing
31-Mar-2011 325.00 28-Apr-2011 325.00 0.00
30-Jun-2011 650,00 26-Jul-2011 650.00 0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
0.00
975.00 975.00 0.00
. ) . Page 12 of 16 . N
* Post-Petition Accounts Payable SHOULD NOT include professionals' fees and eXpenses which have been incurred but not yet awarded by the court. Post-Petition

Accounts Payable SHOULD include professionals' fees and expenses authorized by Court Order but which remain unpaid as of the close of the period report

EXHIBIT 7 PAGE 167




Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

Main Document

Page 174 of 199

VII SCHEDULE OF COMPENSATION PAID TO INSIDERS

Date of Order Gross
Authorizing Compensation Paid
Name of Insider Compensation * Authorized Gross Compensation| During the Month
VIII. SCHEDULE OF OTHER AMOUNTS PAID TO INSIDERS
Date of Order
Authorizing Amount Paid
Name of Insider Compensation Description During the Month
Heritage Capital Management, LLC - thru CMG, LLC management fee 3,000.00

Page 12 of 16

* Please indicate how compensation was identified in the order (e.5. $1,000/week, $2,500/month)
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IX. PROFIT AND LOSS STATEMENT
(ACCRUAL BASIS ONLY)

Current Month Cumulative Post-Petition
Sales/Revenue:
Gross Sales/Revenue 1,130.88 8,514.83
Less: Returns/Discounts

Net Sales/Revenue | 1,130.88 8,514.83 |

Cost of Goods Sold:
Beginning Inventory at cost
Purchases

Less: Ending Inventory at cost '
Cost of Goods Sold (COGS)| 0.00 0.00 |

Gross Profit g | 1,130.88 8,514.83 |

Other Operating Income (Iternize)

Operating Expenses:
Payroll - Insiders
Payroll - Other Employees
Payroll Taxes
Other Taxes (Ttemize)
Depreciation and Ameortization
Rent Expense - Real Property
Lease Expense - Personal Property
Insurance
Real Property Taxes 4,171.36 42,025.53
Telephone and Utilities
Repairs and Maintenance
Travel and Entettainment (Itemize)
Miscellaneous Operating Expenses (Itemize)

Total Operating Expenses| 4,171.36 42,025.53 |
Net Gain/(Loss) from Operations| (3,040.48) (33,510.70)}
Non-Operating Income:
Interest Income 0.14 6.83
Net Gain on Sale of Assets (Ttemize) '
Other (Itemize)
Total Non-Operating income| 0.14 6.83 |
Non-Operating Expenses:
Interest Expense 132,679.25 525,539.19
Legal and Professional (Itemize) 7,600.00 68,371.00
Other (Itemize) - (Itemize) 10,152.08 48,830.86
Total Non-Operating Expenses| 150,431.33 642,741.05 |
NET INCOME/LOSS) ( (153,471.67) (676,244.92)],

(Attach exhibit listing all itemizations required above)

Page 14 of 16
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Page 176 of 199

X. BALANCE SHEET

(ACCRUAL BASIS ONLY)

ASSETS Cutrent Month End

Current Assets:

Unrestricted Cash 2,485.97

Restricted Cash

Accounts Receivable 155,904.59

Inventory

Notes Receivable 13,439,831.14

Prepaid Expenses

Other (Iternize) - Retainers
Total Current Assets

Property, Plant, and Equipment
Accumulated Depreciation/Depletion
Net Property, Plant, and Equipment

Other Assets (Net of Amortization):
Due from Insiders
Other (Itemize)
Total Other Assets

TOTAL ASSETS E

LIABILITIES
Post-petition Liabilities:

186,653.05

13,784,874.75 |

12,475,089.10

0.00 |

12,475,089.10 |

26,259,963.85 |

Accounts Payable 800.00
Taxes Payable 19,134.25
Notes Payable - Interest 430,183.25
Professional fees - Legal 76,425.13
Secured Debt - Interest 98,364.40
Other (Ttemize) 25,971.73
Total Post-petition Liabilities | 650,878.76 |
Pre-petition Liabilities:
Secured Liabilities 7,044,741.59
Priority Liabilities 198,094.24
Unsecured Liabilities 40,636,009.27
Other (Itemize)
Total Pre-petition Liabilities 1 47,878,845.10 |
TOTAL LIABILITIES j 48,529,723.86 |
EQUITY:
Pre-petition Owners’ Equity (21,593,515.09)
Post-petition Profit/(Loss) (676,244.92)
Direct Charges to Equity
TOTAL EQUITY Page 15 of 16 | (22,269,760.01)|
TOTAL LIABILITIES & EQUITY | 26,259,963.85 ||
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XI. QUESTIONNAIRE

No Yes
Has the debtor-in-possession made aiy payments on its pre-petition unsecured debt, except as )
fhave been authorized by the court? If "Yes", explain below:
No Yes
Has the debtor-in~-possession during this reporting period provided co;:npen.satim? or.remu;‘lfe'r;l’{u orux
to any officers, directors, principals, or other insiders without appropriate authorization? es', .
] ]
explain below: .
State what progress was made during the reporting period toward filing a plan of reorgamzation
Expect to file the Disclosure Statement within the next week
Describe potential future developments which may lhave a significant impact on the case:
Attach copies of all Orders granting relief from the automatic stay that were entered during the
reporting period.
i g No Yes
Did you receive any exempt income ihis month, which is not set forth in the operating report? If )
"Yes", please set forth the amounts and sources of the income below.

id Lawlor | . .
]d)::;;re under penalty of perjury thatI have fully read and und.erstoo_d ’fhe foregoing debtor-in-
possession operating report and that the information contained herein is true and complete to the

best of my knowledge.

/st

Date

Page 16 of 16 Principal for debtor-In-possession
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Business Market Rate Savings WEHLLS
Account number; 6124121473 m July 1, 2011 - July 31,2011 m Page 10f 3

Questions?
BOUNDARY BAY CAPITAL LLC Avalleble by phone 24 hours a day, 7 days a week:
DEBTOR IN POSSESSION 1-800-CALL-WELLS {1-800-225-5935)
CH11CASE#11-14298 (CCA) TTY:1-800-877-4833
TAX ACCOUNT En espafiol: 1-877-337-7454
17801 CARTWRIGHT RD Online: wellsfargo.com/biz
IRVINE CA 92614-5216
Write: Wells Fargo Bank, N.A. (114)
P.O. Box 6995
Poriland, OR 87228-6995

Your Business and Wells Fargo

Access Wells Fargo/Gallup’s Small Business Index reports, press releases and podcasts at
wellsfargobusinessinsights.comfsmall-business-index. The guarierly index reflects small business owner optimism, percaptions of current
conditions (past 12 months) and fulure expectations {next 12 months) relating to financial situation, revenues, cesh flow, capital spending,
Jubs and credit avallability, .

IMPORTANT ACCOUNT INFORMATION

Stariing August 14, 2011, If you currently recelve a separate monthly statement for this and other accounts, they may be combined if
they hava the same accoun! owner{s} and same mailing address. The information you currently receive will not change - it will simply
be consolidated Into one easy-to-read statement fo save you time when organizing your financial records. We hope you will enjoy this
new convenience and "greener” approach, If you do not wan( your statements combined, please talk to your banker or ¢all the
number on your statement,

Activity summary Accountnumber: 6124121473

Begianing balance on 7/1 $194.03 BOUNDARY BAY CAPITAL LLC

Deposits/Credits 0.03 DEBTOR IN POSSESSION

Withd: /Dbt 0.00 CHT1CASE#11-14298 (CCA)

e -0 TAX ACCOUNT

Ending baance on 7/31 $194.06 California account terms and conditions apply
For Plrect Deposit and Automatie Payments use

Average ledger balance this perfod $194.03 Routing Number (RTN): 121042862
For Wire Transfers use

Routing Number [RTN): 121000248

i

H14)
Shest Seq « 0108910
Sheet D001 of 00002
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Account number: 6124121473 w July 1, 2011 = July 31,2011 = Page 20f3

Interest summary

Interest pald this statemesnt $0.03
Average collecled balance $194.03
Annual percentage yield eamed 0.18%
Interest earned this statement period $0.03
Interest pald this year $0.08

Transaction history

Dopasits/ Withdrawals/ Ending daiiy

Date Description Cradils Debits balance

729 Interest Fayment 0.03 184.06

Ending balance on 7/31 194.06
$0.03 $0.00

Totals

The Ending Daily Balance does nol reflect any pending withdrawals or holds on deposited funds that may have bean aulst
{ransaclions posted. If you had insufiiclent avallable funds when & fransaction posted, fees may have beon assessed.

on yaur f whon your

EXHIBIT 7 PAGE 173



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
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Account number: 6124121473 = July 1,2011 -July 31,2011 » Page 30of3

Page 180 of 199

General statement policies for Wells Fargo Bank

w Nofice: Wells Fargo Bank, N.A. may furnlish information about accounts
belonging to individuals, Including sole propri hips, to

reporting agencles. If this applies fo you, you have the right to dispute the
accuracy of information that we have reported by writing 1o Us at: Qverdraft
Collections and Recovery, P.O. Box 5058, Porlland, OR §7208-5058.

‘You must describe the specific Information that is inaccurate or In dispule
and the basls fer any dispute with supperting documentetion. 1a the ¢ase of
Information thet relates to an idenllly thaft, you will need to provide us with
an Identity iheft reperi.

Account Balance Calculation Worksheet
1. Use the following worksheet to calculate your overall account balance.

2. Go through your reglster and mark each chock, withdrawal, ATM
transaction, payment, depostt or other credit lsted on your statement.
Be sure that your register shows gny Interest paid into your account and
any service charges, automatic pay orATM ions withdrawn
from your account during this statement perlod.

3, Usathe chart fo the right to list'eny deposits, transfers to your account,
outstanding checks, ATM withdrawals, ATM payments or any ather
wilkdrawels fncluding any from previcus months) which are listed In
your register but not shown on your stalement.

ENTER
A. The ending balance

shown on your statement, ............. reresares

ADD
B, Any deposits Ilsted In your 3
reglsier or transfers into 3
"your account which are not H
shown on your statement. + 8
$

T PN | + 1 1

CALCULATE THE SUBTOTAL
{Add Parts A and B)

TR (17 ]

SUBTRACT
€. The total outstanding checks and
withdrawals from the chartabove ............. - 8

Number Items Outstanding Amount

CALCULATE THE ENDING BALANCE
(Part A + Part B+ Part C}
Tkis amount should be the sama

as the current balance shown In
your check registar . v ouv v vinevnsarsinniseisana }§

©2010 Wels Fargo Bank, N.A. Al rghts reserved. Member FDIG. NMLSR ID 299801

Sheet Seq = 0108911
Sheet 00002 of Q0002

Total amount §
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‘Business Market Rate Savings
Account number: 6124121499 = July 1, 2011 - July 31,2011 m Page 1of3

Questions?
BOUNDARY BAY CAPITAL LLC i Available by phone 24 hours a day, 7 days & week:
DEBTOR IN POSSESSION 1-800-CALL-WELLS (1-800-225-5935)
CH11CASE#11-14298 (CCA) TTY: 1-B00-877-4833
OPERATING ACCOUNT £n espafiol: 1-877-337-7454
17801 CARTWRIGHT RD Onfine: wellsfargo.com/biz
IRVINE CA 92614-6216
Write: Wells Fargo Bank, N.A, (114}
P.O. Box 6395
Porfland, OR 97228-6995

Your Business and Wells Fargo

Access Wells Fargo/Gallup's Small Business [ndex reports, prass releases and podcasts at
wellsfargobusinessinsights,comfsmall-business-index, The quarterly index reflects small business owner optimism, perceptions of current
conditions (past 12 months) and future expectations (next 12 months) relating to financial situation, revenues, cash flow, capital spending,
Jjobs and credit availability.

IMPORTANT ACCOUNT INFORMATION

Starting August 14, 2011, If you currently recelvs a separate menthly statement for this and ather accounts, they may be combined if
they have the same account owner(s) and same malling address, The Information you currently receive will not change - it will simply
be consolidated into one sasy-to-read statement to save you time when erganizing your financial records. We hope you will enjoy this
new convenience and "greener” approach, If you de not want your statements combined, pleass talk to your banker or call the
number on your statement.

Actlvity summary Account number: 6124121499
Beginning balance on 7/1 $3,215.39 BOUNDARY BAY CAPITAL LLC
Daposits/Credits : 011 gﬁ?}::slg#? ?ijfgsas(lggm
Withdrawals/Debits - 3,000.00 - | OPERATING ACCOUNT
Ending balance on 7/31 $215.50 Californla account terms and conditions apply

. For Direct Deposit end Automatic Payments use
Average ledger balgnee this period $852,80 Routing Number (RTN): 121042862

For Wire Transfers use
Routing Number (RTN): 121000248

(114}
Sheet Seq = 108912
Sheet 00001 of 00002
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Account number: 6124121499  m July 1, 2011 - July 31, 2011 = Page20f3

Interest summary

Interest pald this statement . $0.11
Average collected balance $892.80
Annual percentage vield eamed 0.15%
Interest earned this statement period $0.11
Interest paid this year $6.77

Transaction history

Depasits/ Withdrawals/ Ending dally
Date Daseription Credils Debits balanco
pii] * Online Transfer Ref #lbemq7B8R4 to Business Checking Mgmt Fees 3.000.00 21539
7429 | Payment 0.11 215.50
Ending balance on T/31 218,50
Totals $0.11 $3,000.00

The Ending Dafly Balance doos not reflact eny pending withdrawals or holds on deposited funds that may have been culsfanding on your sccount when your
transactions posted. If you had insufficient available funds when a transaction posled, fees may have been assesssd,

#* Indicates transactions that count foward Federal Reserve Board Regulation D fimits. Flease refer to your Account Agreement far compfete details of the
federally-mandaled transaction limits for savings sceounts.
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Page 183 of 199

WELLS

FARGO

General statement policies for Wells Fargo Bank

m Notice: Wells Farge Bank, N.A, may fumish Information about accounts
bslonging to individuals, Including sole proprietorships, to consumer
reporiing agencles. If this applies to you, you have the right to disputs the
aceuracy of information that we have reported by wrifing to us at; Overdraft
Collections and Recovery, P.O. Box 5058, Portland, OR 97208-5058.

You must describe the speciiic Information that Is Inaceurate of In dispute
and the basls for any dispute with supporting documentation. In the case of
infarmation that relates to an identity theft, you will nesd ta provide us with
an Tdentity theft report.

Account Balance Calculation Worksheet
1. Use the following warksheet to calculate your overalt aczount balance.

2. Go {hrough your regfster and mark each cheok, wilhdrawal, ATM
transaction, payment, deposit or other credit llsted on your statement,
Be sure that your register shows any Interest pald into your aceount and
any service charges, automatic pay ts or ATM fri tions withdrawn
from your account during this statement perfod.

3. Usa the chart to the right to list any deposits, transfers to your aceount,
outstanding checks, ATM withdrawals, ATM payments or any other
withdrawals (including any from previcus months) which are llsted In
your register but not shown on your statement.

ENTER
A. The ending balance
shownonyourstatemsnt...........oiiiianenans §

ADD
B. Any deposiis listed In your $
regisler or ransfers inta $
yaur account which are not %
shown on your slatement, +§
3

CALCULATE THE SUBTCTAL
{Add Parts A and B)

.................................... .. TOTAL $

SUBTRACT
C. The total outstanding checks and
withdrawals from the chartabove .......cvviee = §

Number Items Qutstanding Amount

CALCULATE THE ENDING BALANCE
(Fan A+ PartB - Fart C)
This amount should be the same

as the current balance shown In
yourcheckregister. ... cooeiniiiiiinnieaans] 3

2010 Wells Fargo Bank, N/A. All rights reserved. Member FDIC, NMLSR ID 399801

SBhesl Seq = 0108913
Sheot 00002 of 00002

Total amount $
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Advantage Business Package Checking

Account number: 6479463223 w July 1, 2011 - July 31,2011 m Page 10f3

Questions?

BOUNDARY BAY CAPITAL LLC Availabla by phone 24 hours a day, 7 days a week:
DEBTOR IN POSSESSION 1-800-CALL-WELLS {1-800-225-5935)
CH11CASE#11-14298 (CCA) TTY:1-800-877-4833
OPERATING ACCOUNT En espariol: 1-877-337-7454
17801 CARTWRIGHT RD Online: wellsfarge.comibiz
IRVINE CA 92614-6216
Write: Wells Fargo Bank, N.A. (114}
P.Q. Box 6995
Poriland, OR 97228-5935
Your Business and Wells Fargo Account options
Accass Wells Fargo/Gallup's Small Business Index reports, press releases and A check mark In the box Indicates you have these conveniont

services with your account. Go lo weilsfargo.com/iz or call
the number abova X you have questions or If you would like
o add new services.

podeasts 2t wellsfargobusinessinsights.com/small-business-index, The quarterly
Index reflects small business owner optimism, perceptions of current conditions
{past 12 months) and future expectations {next 12 months) relating to finanglal

situation, revenues, cash flow, capital spending, fobs and credit availability, Business Onfine Banking
Rewards for Business Check Card f__—l
Online Statements 7]
Business Bill Pay ]
Business Spending Report
Overdraft Proteclion [:]

IMPORTANT ACCOUNT INFORMATION

Starting August 14, 2011, If you currently receive a separate monthly statement for this ang other accounts, they may be combined If
they have the samse account owner(s) and same mailing addrass. Tha Information you currently receive will not changs - it will simply
bo consolidated into ane easy-to-read statement to save you time when organizing your financlal records. We hope you will enjoy this
new convenience and "gresner” approach. If you da not want your staternents combined, please talk fo your banker or call the
numbar on your staternent,

Activity summary Account number: 6478463223
Beginning balance on 7/1 51,456.56 BOUNDARY BAY CAPITAL LLC
Deptslcrets 085,13 CHTIGASEA 114298 (GCH)
WithdrewalsiDeblis - 3,850.00 OPERATING ACCOUNT
Ending balance on 7/31 $1,891.69 ) Callfornla account terms and conditions spply
For Direct Deposit and Automatic Payments use
Average ladger balance this perlod $1,886.76 Routing Number (RTN): £21042882
For Wire Transfers use
Routing Number (RTN}): 127000248
[114)
Shaet Seg = 0084881

Sheot 00001 of 00002
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Account number: 6479463223 w July 1, 2011 - July 31, 2011 = Page 2 of 3

Overdraft Protection
This account is not currently covered by Overdraft Protection. i you
would like more Information regarding Overdraft Protection and
eligibllity requirements please call the number Isted at the top of
your statement or visit your Wells Fargo branch,

Transaction history

Check Deoposits/ Withdrawals/ Ending daily
Date Number Dascription Credits Debits halance
(L] Onling Transfer Ref i#lbemq7B8R4 From Business Market Rate 3.000.00 4,456.58

Savings Mgmt Fees

2 1006 Check 3.000.00 1,456.56
7128 Deposit 1,085.13
128 1007 _Chack 650.00 1,891.69
Ending balance on 7/31 1,891.69
Totals $4,085.13 $3,650.00

The Ending Rally Balance does nol reffect any pending withdrawals or holds on deposited funds that may have bgen autstanding on your account when your
transactions posted. If you had insufficien! avallable funds when a transaction posted, fees may have been assessed.

Summary of checks written (checks lisied are also displayed in the preceding Transaction history)

Number Dafe Amount Number Dals Amount
1006 e 3.000.00 1007 7129 650.00

Account transaction fees summary

Unils Excess Servive charge per Tataf service

Sarvice charge descrption Unlts used Ingluded unlts 6x6ess units {5} charge ($)
Pald and Deposited items 3 150 0 0.50 0.00
§0.00

Total service charges
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc

Main Document

Account number: 6479463223

m July 1, 2011 - July 31,2011 = Page 30of 3

Page 186 of 199

WIELLS

FARGO

General statement policies for Wells Fargo Bank

m Notice: Wells Farge Bank, N.A, may furnish information about accounts
belonging to individuals, including sole propristorships, to consumer
reporting agencies. [f this applies to you, you have the right to dispute the
accuracy of information that we have reporied by writing to us et Overdraft
Collections and Recovery, P.O. Box 5068, Portland, OR 97208-5058.

You must describe the specific information that Is inaecurate or In dispute
and {he basis for any dispute with supporting decumentation, [n the case of
Information that relates to an identity theft, you will nasd to provide us with
an /dentity thelt report.

Account Balance Caleulation Worksheat
1. Use the Tollowing worksheet ta calculate your averall account balance,

2. Gothrough your register and matk each check, withdrawal, ATM
transaction, payment, deposit or other credit listed on yaur statement,
Be sure that your register shows any interest pald Into your account and
any service charges, automatic payments or ATM transacliens withdrawn
from your account during this statemant period,

3. Use the chart to the sight to list any deposits, transfars to your account,
outstanding checks, ATM withdrawals, ATM payments or any olher
withdrawals (Including any from previous months) which are listed In
your register but not shown on your statement.

ENTER
A, The ending balance
shownonyour statement. .o v ivrersrvrersanrres B

ADD
B. Any deposlis listed In your $
reg'sler or transfers into 3
yaur accounl which are not $
shown en your stetement, +§
$

ciaverrremesranresess JOTAL

CALCULATE THE SUBTOTAL
(Add Paris A and B)

........ Cravertssariarsiecnnsrianneie TOTAL S

SUBTRACT
C. The tolal oulstanding checks and
withdrawals from the chartebove . . ....uvivse. = §

CALCULATE THE ENDING BALANGE
{Part A + Part B - Part C})
This amount should ke the same

as the cumrent balance shown In
yourcheckregistar. ... ... ..o iiiiiaan e, 3

©2010 Wells Farga Bank, N.A. All righls reserved, Member FDIC, NMLSR 10 39980

Shest Saq = 0054882
Shest 00002 of 00002

Number Item= Outstanding Amount

Total ameunt $

EXHIBIT 7 PAGE 180



Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 187 of 199

Advantage Business Package Checking

Account number: 6479463231 w July 1, 2011 - July 31,2011 m Page 1 of 3

Questions?
BOUNDARY BAY CAPITAL LLC Available by phone 24 hours a day, 7 days a week:
DEBTOR IN POSSESSION 1-800-CALL-WELLS {1-800-225-5935)
CH11CASE#11-14298 {CCA) TTY:1-800-877-4833
TAX ACCQUNT En espafol: 1-877-337.7454
17801 CARTWRIGHT RD Onling; wellsfargo.com/biz
IRVINE CA 82614-6216
Write: Wells Fargo Bank, NLA. {114)
P.O. Box 6995
Portland, OR 97228-6995

Your Business and Wells Fargo Account options

A check mark in the box Indlcates you have these convanlent
sorvices with your account. Go to wallsfargo.convbiz or call
the number above if you have questions or if you would like
to add new services.

Access Wells Fargo/Gallup’s Small Business Index reports, press releases and
podcasts at wellsfargobusinessingights.com/small-business-index. The quarteriy
index reflects small business owner optimism, perceptions of current conditicns
{past 12 menths) and future sxpectatlons (next 12 months) relating to financial

situation, revenues, cash flow, capital spending, jobs and credit avaitability. Business Onltine Banklng
Raewards for Business Check Card D
Online Statemenls /]
Businass Blll Pay |:|
Business Spending Report
Overdraft Pratection (|

IMPORTANT ACCOUNT INFORMATION

Starting August 14, 2011, if you currently racelve a separate monthly statement for this and other accounts, they may be combined if

. they have the same account owner(s) and same mailing address, Tha Information you currently receive will not changa - it will simply
be consclldated Into one easy-to-read statement to save you fime when organizing your financial records, We hope you will enjoy this
new convenlence and “areensr” approach. If you do not want your statemenls combined, please talk to your banker or call the
number on your statement.

Activity summary Accounl number; 6479463231
Beginning balance on 7/1 $196.72 BOUNDARY BAY CAPITAL LLC
DEBTOR IN FOSSESSION
D ItsiCred)t 0.00
epasiisiuracta 00 CH11CASE#11-14238 (CCA)
Withdrawals/Deblts - 12 TAX ACCOUNT
Ending balance on 7/31 $184.72 Cafifornla account terms and conditions apply
For Direct Deposit and Automatic Payments vse
Average ledger balance this period $196.72 Routing Number (RTN): 121042882
For Wire Transfers use

Routing Number (RTN): 121000248

{14)
Sheet Seq = 0054883
Sheet 00001 of 00002
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 188 of 199

Account number: 6479463231 w July 1, 2011 - July 31, 2011 = Page 2 of 3

Overdraft Protection
This accaunt s not currently covered by Qverdraft Protaction. |f you
would like more infarmatlon regarding Overdrait Protection and
eligibility requirements please call the number Ilsled at the top of
your statement or visit your Wells Fargo branch.

Transaction history

Check Daposits/ Withdrawals/ Ending dally
Qato Number Description Crodits Dabits halance
7/29 - Monthly Service Fee 12,00 184.72 .
Ending balance on 7/31 184,72
Totals $0.00 $12.00
The Ending Dally Balance does nof reflect any pending withdrawals or holds on deposited funds that may have bebn o ing an your t when your

transaclions posted. If you had insufiiclent available funds when & lransaction posted, fees may have been assessed.
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 189 of 199

Account number: 6479463231 wm July 1, 2011 - July 31, 2011 = Page 3 of 3

General statement policies for Wells Fargo Bank

m Notice: Wells Fargo Bank, N.A. may furnish Information about accounts You must describe the speclfic informatlon that Is Inaccurate or in dispute
belonglng to individuals, including sole proprietorships, to consumer and the basis for any dispute with supporting documentation. In the case of
reporting agencles. If this applies o you, you have the right to dispute the information that refates to an ldentity theft, you will need lo provide us with
accuracy of information that we have reported by writing fo us at: Overdrafi an Identity theft report.

Collections and Recovery, P.D. Box 5058, Porfland, OR 97208-5058.

Account Balance Calculation Worksheet Number Hems Outstanding Amaunt

1. Use the following werksheet to calculate your overall account balznce.

2. Go through yaur register and mark each check, withdrawal, ATM
transaction, payment, deposit of other credlt listed on your statemsnt.
Be sure that your register shows any interest pald inte your account and
any service charges, aulomatlc payments or ATM wilhdrawn
fram your account during this statemant peried,

3. Use the chart to the right to [ist any deposits, fransfers to your account,
outstanding checks, ATM withdrawals, ATM payments or any other
withdrawals (including any from previous months) which are llsted in
your reglstar but not shown on your statement.

ENTER
A. The ending balance
shown on yourstatement . .. ccveiirieeisainnsns .. 3

ADD
B, Any deposlts listed In your %
reglster or transfers into %
your account which are not $
$
$

shown on your statement. +

ftdereerireniinansaurissniesannaiens s JOTAL

CALCULATE THE SUBTOTAL
(Add Perls A ang B)

e e e e, TOTAL $

SUBTRACT
€, The total outstanding checks and
withdrawals fram the chart above ..o vu v vnvvere = §

CALCULATE THE ENDING BALANCE
{Part A + Pari B - Par{ C)
This amount should be the same

as the current balance shown In
yourcheckreglster. ... ... el 5

Total amount $

©2010 Wells Fargo Bank, N.A. All rghts reserved, Member FEIC. NMLSR ID 390801

Shest Seq = 0054884
Sheel 00002 of 02002
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 190 of 199

CM/ECF - U.S. Bankruptey Court (v3.3.3 - LIVE) Page 1 0f2

Miscellaneous:

8:11-bk-14298-RK Boundary Bay Capital, LLC. a California limited li
Type: bk Chapter: 11 v Office: 8 (Santa Ana)
Assets: ¥ Judge: RK Case Flag: PInDue, DsclsDue

U.S. Bankruptey Court
Central District Of California
Notice of Electronic Filing

The following transaction was received from Hutchison B Meltzer entered on 8/16/2011 at 10:27 AM
PDT and filed on 8/16/2011

Case Name: Boundary Bay Capital, LLC, & California limited li

Case Number: 8:11-bk-14298-RK

Document Number: 61

Docket Text: _
Monthly Operating Report. Operating Report Number: 4. For the Month Ending July 31, 2011 Filed by
Debtor Boundary Bay Capital, LLC, a California limited liability company. (Meltzer, Hutchison)

The foliowing document(s) are associated with this transaction:

Document description:Main Document

Original filename; H:\e-file\Boundary Bay\MOR #4.pdf

Electronic document Stamp: '

[STAMP bkecfStamp_ID=1106918562 [Date=8/16/2011] [FileNumber=48357440-
0] [6fb42970207{b8041b459¢3eba97689617c6863e¢03¢9b01¢9119267db5476a678b
98dd0ae70104ebbifb9c311b9e941161438edaa69515191ad6e7! 894eaf6fe]]

8:11-bk-14298-RK Notice will be electronically mailed to:

Paul S Arrow on behalf of Creditor Orange County Business Bank
parrow@buchalter.com, ifs_filing@buchalter.com;salarcon@buchalter.com

Daniel Denny on behalf of Intetested Party Courtesy NEF
ddenny@gibsondunn.com

Beth Gaschen on behalf of Debtor Boundary Bay Capital, LLC, a California limited liability company
bgaschen@wgllp,com

Nancy S Goldenberg on behalf of U.S. Trustee United States Trustee (SA)
nancy.goldenberg@usdoj.gov

Sheri Kanesaka on behalf of Interested Party Courtesy NEF
sheri. kanesaka@bryancave.com

https://ecf.cach.uscourts.gov/cgi-bin/Dispatch.pl?730819642143774 8/16/2011
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Case 8:11-bk-14298-RK Doc 70 Filed 08/30/11 Entered 08/30/11 16:20:19 Desc
Main Document  Page 191 of 199

CM/ECF - U.S, Bankruptey Court (v3.3.3 - LIVE) Page 2 of 2

Hutchison B Meltzer on behalf of Debtor Boundary Bay Capital, LLC, a California limited liability
company
hmeltzer@wgllp.com

Hal M Mersel on behalf of Creditor California Bank & Trust, as Assignee to the F.D.1.C. as Receiver for
Alliance Bank
mark.mersel@bryancave.com

Evan D Smiley on behalf of Debtor Boundary Bay Capital, LLC, a California limited liability company
esmiley@wgllp.com

United States Trustee (SA)
ustpregionl6.sa.ecf@usdoj.gov

8:11-bk-14298-RK Notice will not be electronically mailed to:

Andrea A Jupina
POB 234192
Encinitas, CA 92023-4192

Evan D, Smiley

Weiland, Golden, Smiley, Wang Ekvall
650 Town Center Drive

Suite 250

Costa Mesa, CA 92626

Laura S Valverde

2

hitps://ecf.cacb.uscourts.gov/cgi-bin/Dispatch.pl?730819642143774 8/16/2011
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Case 8:11-bk-14298-RK Doc BEDUNEWES BSYINAITAL Entered 08/30/11 16:20:19 Desc
Main Do EMARCIPaZ@0192 of 199

ASSETS VALUED - CHAPTER 11 Chapter 7 Chapter 11
ASSETS
Current Assets
Cash 5,073.97 $ 5,073.97 at1/1/12
interest Income ' $ 162,393.18
New Co. 750,000.00
Rec - Birch Bay Partners 15£,000.00 151,575.00 *
Misc - Receivables . - 0.00
Other CurrentAssets
Investments
Heritage Qrcas - 0.00 **
Murrieta 1,000,000.00 2,950,000.00
PCH - 0.00 ***
Total Investments 1,000,000.00 2,950,000.00
Notes Receivable
Apex Capital/industrial Rail - 1st 4,692,600.00 11,103,022.67 ****
Apex Capital/industrial Raill - 2nd 1,122,345.76 4,026,892 42
Apex Capital/Indsutrail Rail - 3rd - 0.00
CMG, LLC - 441,583.00 **FF**
First Credit Commercial - 0.00
Gilmartin 107,630.89 134,538.61
Humphrey 99,034.36 123,792.95
Lots 1-6, 23, LLC 15,2806.70 152,807.00
Siena Office Park 17,624.70 176,247.00
Siena Vista 5,170.00 51,700,00
Total Receivables B6,059,687.41 16,210,683.65
TOTAL ASSETS AT LIQUIDATION $ 7,079,761.38 $ 20,229,725.80
Less: (Secured Creditor) Calif Bank & Trust . 0.00 *reex 0.00 *rreaes
Less: {Secured Creditor) Charles Dunn Company, Inc. 262,064.97 351,965.33
Less: 8% Secured Promissory Note 160,000.00 185,600.00
Less: Los Angeles County Tax Collector 17,943.25 22,874.46
Less: Orange County Tax Collector ‘ 0.00 *** 0.00 ***
Less: Riverside County Tax Collector 80,457.93 102,569.40
Less: Franchise Tax Board 93,576.80 10%,274.00
Less: Enhanced Income Fund 4,258,084.55 5,599,762.63
Less: Ongoing Expenses 972,481.15
Less: Convenience Class 1,227.18
Less: Chapter 7 Trustee fees 235,192.84
Less: Chapter 7 Trustee attorney 200,000.00
Less: Chapter 7 & 11 professional fees 100,000.00 545,000.00
Less: Chapter 11 trade payahles and administrative liabllities 264,147.84
NET LIABILITIES AT LIQUIDATION $ 5671448.18 $ 7,882,754.15
(1) Balance for unsecured Claims $ 1,408,313.20 3.1275% $ 12,346,971.65 27.2693%
{2) Total amount of unsecured claims (note holders) . $ 45,030,299.73 $ 45,277,958.36

* Birch Bay receivable will be repaid in cash with sale of Lots and proceeds from JV

** Assumes no re-structuring of Heritage Qrcas - could potentially over time yield some distributions

*** PCH property being abandoned to lender

*=* Procceds from projected lot sales and joint - Lots 1 & 2. Parcels L, M, N

*=++ Progceds from projected lot sales and joint venture(s) - Lots 8, 44, 45, 59, Parcel A, B, C, G, H, |, J, K - net proceeds reflect $3mm |
e Aseumes 3% interest

ekt No deficiency claim

Page 10of 2
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Case 8:11-bk-14298-RK  Doc BounBHed 88/3BHiiaL, birdered 08/30/11 16:20:19 Desc

Main DoesrmeMARCHPZE)e0193 of 199

ASSETS VALUED - CHAPTER 11
ASSETS
Current Assets
Cash
Interest Income
New Co,
Rec - Birch Bay Partners
Misc - Receivables

Other CurrentAssets
Investments
Heritage Orcas
Murrieta
PCH
Total Investments

Notes Receivable
Apex Capital/industrial Rail - 1st
Apex Capital/Industrial Raill - 2nd
Apex Capital/Indsutrail Rail - 3rd
CMG, LLC
First Credit Commercial
Gilmartin
Humphray
Lots 1-6, 23, LLC
Siena Office Park
Siena Vista
Total Receivables

TOTAL ASSETS AT LIQUIDATION
Less: (Secured Creditor) Calif Bank & Trust
Less: (Secured Creditor) Charles Dunn Company, Inc.
Less: 8% Secured Promissory Note
Less: Los Angeles County Tax Collector
Less: Orange County Tax Collector
Less: Riverside County Tax Collector
Less: Franchise Tax Board
Less: Enhanced ingcome Fund
Less: Ongoing Expenses
Less: Convenience Class
Less: Chapter 7 Trustee fees
Less: Chapter 7 Trustee attorney
Less: Chapter 7 & 11 professional fees

Less: Chapter 11 trade payables and administrative liabilities
NET LIABILITIES AT LIQUIDATION

(1) Balance for unsecured Claims
(2) Total amount of unsecured claims {note holders)

* Birch Bay receivable will be repaid in cash with sale of Lots and procee:
** Assumes no re-structuring of Heritage Orcas - could potentially over til
** PCH property being abandoned to lender

*=** Procceds from projected lot sales and joint - Lots 1 & 2. Parcels L, M,

waxx Procceds from projected [ot sales and joint venture(s) - Lots 8, 44, 43can cost repayment

e Assumes 3% interest

sk No deficiency claim
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19 Desc

20:

led 08/30/11 Entered 08/30/11 16

Main Document

11-bk-14298-RK Doc 70 F

Case 8

Page 194 of 199

BOUNDARY BAY CAPITAL, LLC DEBTOR IN POSSESSION
7-YEAR FOREGAST - Plan Projections

Starting Gash _

S 5,073.97 |*
AH-A3H2 2/1-2/28H2 31373112 41-4/30/12 6i1-5/3112 £1.6/30/12 -T2 8118131112 91-9/30/12 10110012 114-11130112 12112431112 TOTALS
CASH - CONTRIBUTIONS - NOTE PYMT CMG | 4,650.00 4.850.00 4,650.00 4.,650.00 4.850.00 4,650.00 4,650.00 4,850.00 4.650.00 4.650.00 4.850.00 485000 | $ 65800.00
CASH - CONTRIBUTIONS - DISTRIBUTION FROM NEW CO. 250,000.00 250,000.00 250.000.00 | $ 750,000.00
INTEREST INCOME 93.21 19.66 74.91 49.80 38.38 31.38 178.22 154.18 149.85 344.11 331.34 325.92 1,848.75
INTEREST PAYMENTS - GILMARTIN & HUMPHREY 491.32 491.32 481.32 491.32 491.32 49132 491.32 491.32 491.32 491.32 481.32 481.32 5,895,84
CREDITGRS SECURED CLAIMS
Secured by Lots 1 &2 169,600.00
Enhanced Income Fund 1. LLC 3.722,833.36 -
Charies Dunn Capital, LLC - 5.5% 25yr amort 250,430,568 159314 1.593.14 155314 1.593.14 1.593.14 1.593.1% 159512 159314 1,593.14 156314 1,563.14 1,503.14 1911768
Enhanced Income Fund 1, LLC 531,833.34 N
TOTAL SECURED CLAIMS PAYMENTS $ 4683,697.26 $ 159314 | % 150314 1% 1,693.14 i $ 1,593.94 | $ 1,693.14 | § 1,59314 | § 1,593.44 | § 1,595.14 | § 1,60344 [ § 1,59314 | § 1,593.14 | $ 159344 [$ 18,117.68
CREDITORS UNSECURED PRIORTY CLAIMS
Pre-petition taxes - Murreta (used 10% aver 5 years) 80,457.93 5,128.47 5,12847 512847 5,128.47 20,513.88
tition taxes - Los Angeles (used 10% over 5 years) 17.943.25 114372 1.143.72 1.143.92 1,143,72 4,574.88
Pre-pelition FTB - 3% over § years paid quarterly 93.575.80 5.044.35 5,063.70 5,063.70 5063.70 20,235.45
$  191,977.98 $ 11,316.54 | $ - $ - $ 113358908 - s - $ 11,336891 % - $ = $ 11,33589 | $ - £ - $ 452421
] 1,227.18 1,227.18
$,300.00 9,300.00 9,300.00 $,300.00 9,300.00 9,300.00 65,100.00 $.300.00 9,300.00 ©.300.00 ©,300.00 9,300.00 167,400.00
650.00 650,00 1,300.00
500.00 500,00
12,625.00 8.412.00 21,048.00
562.80 582.80 562.80 1.175.00 2.863.40
10.000.00 10,000.00 10.000.00 10.000.00 40,000.00
50.000.00 50.000.00
40,000.00 40,000.00
Past-Conflrmation Gommitlee 10,000.00 10,000.00
Tax Relum Preparation Fees 5,000.00 5.000.00
25.000.00 25.000.00
TOTAL PAYMENTS 5 148.436.86 | $ 2145594 |$ 10,893,945 3550803 |% 2145594 |$ 11,39314]5 7924183 |5 34312144 ]§ 10,883.14 [ $ 22,2290 | $ 2089314 | $ 1206814 [ § 47878047
ENDING CASH BALANCE $ 111,871,63 (& S5,63667 |[$ 8995076 |9 5964285 |3 4336461 |$ 37,144.16|§ 213221866 184,205.22|5 17860305 |% 411,85945|% 239643898 |§ 389,838.08
“ Includes $250k financing less July-Dec mpmt fees, Aug laxes
** Assumed reduction in assessed value down o $1.6mm
# Includes accrued management fees 7/141-12/31HM1
Starting Cash
$ . 389,833.08
Year 2 Start AM-131H3 21-2/28/13 1= 41-413013 5/1-5/31/13 6/4-6130/13 17131113 81-8/31113 94-9/3013 101-10/3113 11H-11/3013 12112431113 TOTALS
CASH - CONTRIBUTIONS - NOTE PYMT CMG 4,650.00 4,650.00 4,650.00 4.550.00 4.550.00 4.550.00 4.550.00 4.550.00 4,550.00 4,550.00 4,550.00 4.550.00 54,900.00
NOTE RECEIVABLE PAYOFF - GiILt MARTIN 134.538.61 134,538.61
NOTE RECEIVABLE PAYOFF - HUMPHREY 123.792.95 123,792.95
NOYE RECENABLE PAYOFF - VESCOR - AREX 1-5, 23, - 152,807.00 152,807.00
BIRCH BAY PAYMENT ON REC FROM APEX A-6, 23 PROCEEDS 38.817.05 38,817.05
INTEREST PAYMENTS - GILMARTIN & HUMPHREY 491,32 481,32 982.64
SALEQFLOTS 182 713,055.96 713,055.96
INTEREST INGOME 196.37 185.01 395.50 730.15 716,94 712.08 §91.33 943.59 516.04 395.60 359.59 491.23 5,835.43
CREDITORS SECURED CLAIMS )
182,400.00 - 185,600.00 185,600.60
750,000.00 -
3,722,833.36 23,988.27 23,988.27 23.986.27 23.986.27 23.986.27 23,988.27 143,917.62
254,457.44 1.593.14 1.893.14 1,583.14 1,553.14 1,593.14 1.593.14 1.593,14 1,593.14 1.593.14 N 1,593.14 1,593.14 1,593,14 18,117.68
531.833.94 3,580.98 3,560.98 3,590.98 3,580.98 - 3,580,98 5,590.98 2154588
3 159314 { § 459344 | § 1,593.14 [$ 18719394 | $ 1,693.14 | $ 168314 [ $ 2917039 [$ 2917039 [ § 29,170.39 | $ 20,170.39 | $§ 2917038 [ % 29,170.3% | § 370,181.13
67,402,17 512847 5,128.47 .128.47 5,128.47 20.513.88
15,031.63 1,143.72 1.133.72 L143.72 143,72 N 4,574.88
73,341.35 5,0863.70 5.083.70 ,063.70 5,063.70 20,254,80
TOTAL UNSECURED FRICRTY CLAIMS $ 11,335.89 | § - [] - §  11,33589]§ - $ - $ 11,335.80 | § - $ - $ 11,335.89 | § - $ - § 4534356
Equity Holders Payments $ 100,000.00 $ 100,000,00 $  100.000.00 §  100,000.00 480,000.00
9,300.00 9,300,00 9,300.00 9.100.00 9,100.00 9,900.00 9,100.00 9,100.80 9.100.00 9.100.00 ©.100.00 9,100.00 109,800.00
550.00° 550.00
Prop Taxes - Murriets 9,260.90 9.280.80 18,621.80
568.43 56843 568.43 56843 2.273.71
10,000.00 10,000 00 10,000.00 10.000.00 40,000.00
5.600.00 5,000.00
Post-Confirmation Committee 10.000.00 10,000.00
Consullants, engineers - costs for properly improvements 25.000.00 25,000.00
TOYAL PAYMENTS 5 167,229.03 ; § 2146157 | § 10,693.14 [ 31688993 |§ 2126167 1% 11,243.14|§ 15017471 [§ 62531.29 | & 3827039 |$§ 14960628 | § 4827039 | § 35,838,32 | §1,026,670.25
ENDING CASH BALANGE $ 237948.75 | $ 22181351 (% 47429742 [$ 87574361 |5 B569748.98 |3 853767.92|8 708734548 651296848 61809249 |5 473431.81[5 430071.01|% 58789747
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19 Desc

20

led 08/30/11 Entered 08/30/11 16
Page 195 of 199

Main Document

11-bk-14298-RK Doc 70 F

Case 8

Starting Cash

Year 3 Start 587.897.47 114143114 21212814 31-3R3114 41412014 5M-6/31114 6/1-6/3014 TH-TIMIH4 81-8/31114 9M1-5/30/114 10/1-10/31/14 11141173014 12/1-12131434 TOTALS
CASH - CONTRIBUTIONS - NOTE PYMT CMG 4,550,00 4,550.00 4.450.00 4,400.00 4,400.00 4.400.00 4,400.00 4,400.00 4,400.00 4,400.00 4,400.00 3,400.00 | 3 53,150.00
NOTE RECEIVABLE PAYOFF - VESCOR - SIENA OFFICE PARK 176.247.00 176,247.00
NOTE RECEIVABLE PAYOFF - VESCOR - SIENA VISTA] 51,700.00 51,700.00
BIRCH BAY PAYMENT ON REC FROM SOP PROCEEDS 2942623 29,426.23
BIRCH BAY PAYMENT ON REC FROM SV PROCEEDS 34,373.38 34,373.38
SALE OF PROPERTYLOTL 1.476.578.17 1,476,678.17
INTEREST INCOME 681.35 95238 96448 785.06 713.00 657.47 418.03 2,783.11 2,730.98 2.492.89 2.423.58 2,363.89 17,990.22
CREDITORS SECURED CLAIMS
8% Note - Secured by Lots 1 & 2 -
New Co. 760,000.00 -
Enhanced Income Fund 1., LLC - 6% 25yr amort 3,690,195.14 23,986.27 23,086.27 23.986.27 23,986.27 23.986.27 23,986,27 23,988.27 23,986.27 23,986.27 23.986.27 23.988.27 23 986,27 287,836 24
Chares Dunn Capital, LLG - 5.5% 25yr amart 249,203.80 1,593.14 1.583.14 1,593.14 1,593.14 1,593.14 1,583.14 1.593.14 1.593.14 1,593.14 1,583.14 1,553.14 593.14 19.117.88
Enhanced Income Fund 1, LLC - 6.5% - 25yr amort 627,513.92 3,680.98 3.580.68 3.590.98 3,680.98 3,580.98 3,580.88 3,550.98 3.590.98 3,590.88 3,590.98 3,580.98 590.98 43.091.78
TOTAL SECURED CLAIMS PAYMENTS 3 29170.39 |§ 25170.39 |% 29170.38]§ 2917039 |5 2917039 (%5 2917039|5 29170398 29,170.39 | $ 29170.39 1 29,7039 |$ 2917039 [ § 29,170.39 | § 350,044.68
CREDITORS UNSECURED PRIORTY CLAIMS
Pre-petilion laxes - Murrieta (used 10% over 5 years] 5§2,979.31 $128.4 5.128.47 51284 ,128.47 20.513.88 |
Pre-petition laxes - Los Angeles (used 10% aver 5 years) 1,81513 1,143.7 . 143.7 L4372 4,574.88
Pre-patition FTB - 3% over 5 years paid quarterly 53,086.55 §,063.7 5,063.70 ,063.71 .163.70 20,254.80
TOTAL UNSECURED PRIORTY CLAIMS $ 11,335.89 | § - 3 - $ 1133589 | § - $ - $  11,33589 | % - $ - $ 11,335,891 § - $ - § 4534358
Equity Holders Payments 3 100,000.00 $ 100,000.00 $  100.000.00 §__ 100.000.00 400.000.00
Managament Fees $,100.00 9,100.00 8.900.00 8.800.00 &.800.00 §.800.00 8.800.00 8.800.00 8.800.00 8.800.00 8,800.00 8,800.00 106,300.00
insuranee 600,00 600.00
Prop Taxes - Murfigla 10,102.80 10,102.50 20.205.80
Prop Taxes - Apex Capitalfindustrial Rail (quarlerly) 574.06 574.08 574.06 574.06 2,286.22
Legal Expenses 10.000.08 10,000.00 10,000.00 10,000.00 40,000.00
5.000.00 5,000.00
Post-Confirmation Commilies 40,000.00 10,000.00
Consultants, engineers » gosls for properly improvements 25,000,00 25,000.00
TOTAL PAYMENTS s 184,606.28 [§ 4884445 |% 38,070.39 [§ 159409.08{% 48.544.45|5 93857023 [5 14988034 | S 63,073.19 | § 37,970.39 |$ 149306.28 |§ 4797038 | § 38,5¢4.45 | $1,004,750.06
ENDING CASH BAL ANCE $ 408,522.54 [§ 57085370 |$ 689,917.79 [$ 470067.15 [ § 426,635.70 | § 39312278 [§ 248,058.47 | & 1,666,746.57 | § 1,637.907.16 [ $ 1,495493.77 | § 1,454,346.97 | § 1,422,572.42
Starting Cash
Year 4 Start 1,422,572.42 111131115 214-2/28H5 31-313115 41 -4/3015 5/1-5/31115 GH-B/30/15 TH-TIAIS 81-8/3115 BH1-8/3015 104 -10/31115 111-11/3015 12M-1HMiS TOTALS
CASH - CONTRIBUTIONS - NOTE PYMT CMG i 4,400.00 440000 4,260.00 4.250.00 4,250.00 325.00 4.250.00 4,050.00 4,050.00 4,050.00 4,050.00 4050.00 | § 48,375.00
1,265,869.61 $1,266,969.61
BIRCH BAY PYMT ON REC FROM JOINT VENTURE PROGEEDS - 48,659.24 § 48,958.24
SALEOQFPARCELSCAG 286,563.36 335,768.87 $ 632,360,33
INTEREST INCOME 1,806.80 2358.20 2.305.63 1.881.40 1.809.88 1,782.40 1.942.11 1,844.98 1.791.01 3.633.92 3,668.02 351374 |5 2831819
CREDITORS SECURED CLAIMS
8% Mot - Secured by Lats 1 & 2 -
New Co, 750,000.00 -
Enhanced Income Fund 1. LLC - §% 25yt amort 3,621,914.18 23,866.27 23,986.27 23.966.27 23,986.27 23,086.27 23,986.27 23,988.27 23,986.27 23,986.27 23.986.27 23.988.27 23,986.27 2B7,835.24
Charles Dunn Capital, LLC - 5.5% 25yr amort 243,653.30 1,593.14 1,583.14 1,592.14 1.593.14 1.593.14 1,583.14 1,503.14 1,583.14 1.593.14 1.593.14 1.583.14 593,14 19,117,688
Enbanced Income Fund 1, LLG - §.5% - 25yr amorl 518,443.50 3,530.98 3,580.68 3.590.98 3.590.98 3,690.98 3,590.98 3,5990.98 3,590.98 3,590.88 3.590.85 3,590.98 ,580.98 43,081.76

|__TOTAL SECURED CLAIMS PAYMENTS

$ 20170.33 |§ 291703014 20170.39|$ 2947039 |§ 20.470.39[S§ 2947039 |% 2917035|% 2917039 |% 29,170.39 | § 2947030 |§ 2917039 (S 29,170.3% | § 350,044.68

CREDITORS UNSECURED PRIORTY CLAIMS

Pre-pelition {axes - Munleta {used 10% over § years) 37,046.18 ,128.47 ,128.47 ,128.47 5.128.47 20.513.88

8,261.52 143,72 143.72 143.72 1.143.72 4.574.88

32,81.75 ,063.70 ,063.70 .063.70 5,083, 20,254.80

s 11,335.89 [ § - $ - $ 1133589 | % - 5 - § 1133589 |§ - 5 - $ 11,338, 3 - $ - S 4534358

S 200,000.00 $ 20000000 & 200,000.00 §  200.000. £00,000.00

8.800.00 8.800.20 8.500.00 8,500.00 8,500.00 650.00 8,500.00 6,100.00 8.100.00 8,100.04 8,100.00 8,100.00 92,750.00

Insurance. 40.00 0.00

Prop Taxes - Murrieta 10.944.70 10,944,70 21.889.40

579.68 579.68 578.68 579.68 231874

Legal Expenses 10.000.00 10,000.00 10,000.00 10.006.00 40.000.00

Tax Return Preparation Fees 5.000.00 5.000.00

i 10.200,00 10.000.00

Consultants, engineers - cosls for propery improvements 25.000.00 25,000.00

TOTAL PAYMENTS E] 28430628 | $ 4855007 |[$§ 37,670.39 | & 259,950,985 4325007 |5 2986039 |8 24058596 63,215.09 | $ 37,270.39 | § 24560628 | §  47,2/0.39 | § 37,850,07 | $1,382,386.38
ENDING CASH BALANCE $ 1,144,573.04 | § 1,399,374,52 | § 1,368,259.76 | § 1,114,440.18 [ §1,072,249.98 | $1,044,476.99 [ $ 1,136,850.11 | § 1,079,530.00 [ § 1,048,00.61 | § 2,122,107.10 | § 2,082,452.73 | § 2,052,166.41

**Praceeds from Jeint venture fots A & B as described in disclosure
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Starting Cash

Year 5 Start 2,052,166.41 AHAI31H6 2/1-2128116 3/4-3131/116 4144130116 51-5/31/18 8/1-8/30M16 N-7I31HE 818131116 9/1-930/18 $0/1-10139/16 | 11111304158 1211-12/31416 TOTALS
CASH - CONTRIBUTIONS - NOTE PYMT CMG £.050.00 £,050,00 8,050.00 7,825.00 7.825.00 7.825.00 7,600.00 7,600.00 7,600.00 7.600.00 7.800.00 7,600.00 | $_ 93,225.00
SALE GF PARCELSH & { 381 548.38 413,851.80 - $ 795,500.18
INTEREST INCOME 2.908.78 2,843.37 3.:482.08 2,878.43 3,534.22 3.489.15 292483 2,835.59 2,790.93 2.226.44 2.164.09 217.37 1% 3417329
CREDITORS SECURED CLAIMS
8% Nole - Secured by Lots 1 & 2 .
. A78,000.00 -
Enhanced Income Fund 1, LLC - 6% 25yr amort 3,549,421.81 23.988.27 23,986.27 23,986.27 23.986.27 23,988.27 23.986.27 23,986.27 23,986.27 23,980.27 23,886.27 23,886.27 23,986.27 287.835.24
- §.5% 25yr amort 237,790.75 1,592.14 1,693.14 1,593.14 1,593.14 1.593.14 1.593.14 1.593.14 1.593.14 1.593.14 1.593.14 1,593.14 1,593.14 19.117.68
Enhanced Income Fund 1, LLC - 6.5% - 25yr amort 508,765.64 3.590.98 3,590.98 3,580,898 3,580.98 3,590.88 3.580.98 3,580.98 3.590.88 3.580.98 3.590.98 3,590.98 3.590.98 43.001.76
TOTAL SECURED CLAIMS PAYMENTS $ 2917038 | § 29,170.39 | § 29,170,39 | § 29170.39 |§ 2817039 [$ 2917039 § 29,170.3% | § 29,170.39 | $ 29,170.3¢ | § 2917039 | $ 20,170.39 | § 29,170.39 | § 350,044.68
CREDITORS UNSECURED FRIORTY CLAIMS
19,444 65 5,128.47 5,128.47 ,128.47 L1284 20.513.88
Pre-pelition taxes - Los Angeles (used 10% over 5 years) 4,336.43 1.143.72 1,143.72 143, (143, 4.574.88
Pre-petition FTB - 3% over 5 years paid guartert 12,576.95 5.083.70 5.063.70 063, 083, 20.254.80
TOTAL UNSECURED PRIORTY CLAIMS 3 11,33588 | § - s - $ 1133639 [ % - $ - s 11,335, $ - $ - $ 11,335 $ - 5 - $  45343.56
Egulty Holdars Payments $ 300,000.00 § 300,000.00 $ 300,000 § 300,000.00 1,200.000.00
8.100.00 8,100.00 8,100.00 7,650.00 7.650.00 7.850.00 1.200.00 7.200.00 7.200.00 7.200.00 7,200.00 7,200.00 90,450.00
Insurance 700.00 700.00
Prop Taxes - Murrleta 11,786.60 11.786.60 23.573.20
585.31 585.31 58531 585.31 2.341.25
10.000.00 10,000,090 10,000.00 10.000.00 40.000.00
Tax Relum Praparation Fees 5,000.00 - 5.000.00
Post-Confirmation Commities 10.000.00 10.000.00
Consuliants, engingers - costs for properly improvements 25,000.00 25,000.00
TOTAL PAYMENTS $ 383,606.28 | § 47 856.70 | § 37270.39 | $ 359,942.38 |$ 4740570 |§ 3757039 (S 348,291.58 | $ 63,156,99 | ¢ 3637030 |§  347706.28 [ ¢ 4637033 | § 36,955.70 | $1.792.452.6%
% ENDING CASH BALANCE $ 1,679,516.81 [ 5 1,642,554.57 | § 1,998,344.66 | $1,640,105.21 | $2,027.010.63 | $2,000,804.25 | § 1,663037.53 | 5 1,610,316.12 | § 1,584,33666 | § 1,246,456.83 | § 1,209,85053 | $ 1,182,612.19
i Starting Cash
— Year 6 Start 1,182,612.19 AH-ARBTHY HA-H281T 3/1-3/3117 41413017 Si-5/3117 81-6/30M7 TH-TI3HT 81.8/31H7 9/1-8/30/17 10M 103117 | 114413017 12141273117 TOTALS
o [cASH + CONTRIBUTIONS = REC PYMT CMG 7.600.00 7,142.00 7.142.00 7.142.00 7.142.00 7.142.00 7,142.00 7,142:00 7,142.00 7.142.00 7.142.00 714200 ]S 86,162.00
[SALE GFLOTS 8, 44,45 192,350.73 $ 192,350.73
O SALE CF PARCELS JA K 503.557.34 . 506,289.66 | §1,009,547.1%
[e)) INTEREST INCOME 5,077.81 4991.09 4,830.91 3.836.48 3.746.89 4.985.39 3,921.73 3,790.18 3,727.58 2,662.29 2,571.83 381519 | § 48,057.13
— CREDITORS SECURED CLAIMS
(5} 42,000.00 -
[e)) 3,472,458.26 23,986.27 23.9868.27 23.986.27 23.988.27 23.988.27 23,986.27 23,986 .27 23,986.27 23,986.27 23,988.27 23,986 27 23.988.27 287,835.24
Chartes Dunn Capital, LLC - 5.5% 25yr amont 31,696.95 1,583.14 1,593.14 1,593.14 1,503.14 1.593.14 1.593.14 1.593.14 1.593.14 1.583.14 1,593.14 1,583.14 1,503.14 1911768
a Enhanced Income Fuad 1, LLC - 6.5% - 26yr amort 498,439.62 3.580.08 3.580.98 3.590.98 3.590.88 359058 3,590.98 3,580.98 3,590.98 3.590.98 3.590.98 3,560.98 3,580.08 43,001.76
Dl £ 2917039 |$ 207039 |% 29170.39 [ $  2017C.39 |§ 23170391 § 29170398 29,170.39 | § 29,170.39 i % 2917038 |$§ 29,170.39 | §  29,170.39 | $ 29,170.3% | § 350,044.68
..m TOTAL UNSEGURED FPRIORTY CLAIMS
Egusity Hofders Payments § 40000002 $ 400.000.00 § 400,000.00 £ 400,000.00 600,000.00
e 7.200.00 68.284.00 6.284.00 6.284.00 $,284.00 6,284 00 6,284.00 5,284.00 5,284.00 6,284.00 6,284.00 §,284.00 16,324.00
e 750.00 750.00
12,628.50 12,628.50 25,257.00
= 590.84 590.94 590.64 580.94 363.78
Q 10.000.00 10,000.00 10,000.00 10.000.00 40,000.00
o 5,000.00 000.00
D 10.000.00 10,000.00
25,000.00 25,000.00
cC B $ 47137030 ;% 4604533 |¢$ 3545439 |% 44808289 |¢ 4604533 (% 3620438 ]|% 43604533 (% 63,082.8% | & 3645439 |$ 43545439 |3 45454.30 | 36,045.33 | $2,134,738.44
. w ENDING CASH BALANCE $ 91627044 | $ 88235790 [§ 85597642 |5 421671.99([5 39671555 |5 066,195.89 (85 441,214.29|§ 38906358 |§ 36447875 |F (61171356)| % (96.911.91)| % 384.289.81
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Starting Cash

Year 7 Start 384,289.81 14413118 2/1-212818 IM-34131718 AI-4130/18 5i1-5/31/18 51-6/30/18 TH-T31A8 8M-8131118 911-9/30/18 10/1-10/31/18 117111130118 | 121{-12/31/18 TOFALS
CASH - CONTRIBUTIONS - NOTE PYMT CMG 7,142.00 7.142.00 7,142.00 7,142.00 7,142.00 7.142.00 7.142.00 1,977.00 $ 5197100
SALE OF MURRIETA 2,§50,000.00 $2,950,000.00
SALE OF PARCELS M &N 8,$13,288.54 $8,913,388.64
SALEGFLOT 59 130,664.38 $ 130,964.38
INTEREST INCOME 2,679.20 2,587.74 2522.62 1,421.10 1,326.55 1.256.47 2,560.00 1,000.00 1.000.00 1.000.00 1.000.00 1.000.00 [ $  19,293.63
CREDITORS SECURED CLAIMS
8% Nole - Secured by Lots 1 & 2 -
New Ca. $8,000,00 -
Enhanced Income Fund 1. LLC - 6% 25yr amort * 3,390,747.76 23,986.27 23.986.27 23,986.27 23,986,27 23,986.27 23.986.27 23986.27 23,988.27 23,986.27 23.986.27 23,888.27 23.985.27 287.835.24
Charles Dunn Capital, LLC - 5.5% 25yr amort ** 225,053.80 1,593.14 1.593.14 .593.14 593.14 1.593.14 .593.14 593.14 1,593.14 1.593.14 1.593.14 1.693.14 1.592.14 19.117.68
Enhanced Income Furd 1, LLC - §.5% - 25yr amort *** 487,422.05 3,590.08 3,590.98 ,580.98 ,590.98 2.500.88 .590.98 580.98 3,580.98 3.590.98 3.590.88 3.590.98 3.590.08 43,091.78
TOTAL SECURED CtAIMS PAYMENTS S 29,170,389 | § 29,7039 |$__ 20470,39 | $ 2947039 [ § 2917039 | $ 20,470.39 | § 2917033 [ $ 25,170.33 | § 25,170.39 | $ 2917039 |$  29,470.39 [ § 29,170.39 { §_J50,044.68
$ 400,000.00 $_100,000.00 $ 400.000.00 $_ 400,000.00 1,300,000.00
6.284.00 6.284.00 6.284.00 6.284.00 5.284.00 6.284.00 6,284.00 200.00 200.00 200.00 200.00 200.00 44,988.00
750.00 750.00
13,470.40 43,470.40 26,940.80
596,57 596.57 586.57 588.57 ,386.27
10.000.00 10.000.60 10,000.00 10.800.00 40,000.00
5,000.00 .000.00
10.000.00 10,000.00
25,000.00 25 000.00
TOTAL PAYMENTS $ AT0454.39 (5 4605096 )5 3545430 | $ 14892479 (5 4605095 |$ 3620439{% 436050969 67,840.79 | § 2937039 1$ 42937099 |% 3937030 | & 29,966.96 | $1,805,100.75
ENDING CASH BALANCE [ (76,343.38}| $ (112,664.60 138,454.36)| $ (278,816.05)] $ (316,398.46)| $ (344,204.38); $11,002,775.20 | $11,037,911.44 | $11,005,541.02 | $10,681,170.63 | $10,673,764.62 | & 10,644,797.66
Remaining Balance 10,644,797 .66
* Balleon due 1/1/2019 - Enhanced Income 3,303,097 .54
“* Balloan due 1/1/2019 - Charles Dunn 218,141.57
*** Balloon due 1/1/2019 - Enhanced Income 475,666.58
Total Balloon payments due 3,097,805.70
Balance availahle & payments made to Equity Holders 6,646,981.98
Equity Payments made during 7 year plan 5.700.000.00
TOTAL EQUITY PAYMENTS $12,346,991.96
INTEREST CALCULATIONS
EQUITY HOLDERS BALANCE _ 45,277,958.26 _
Retumn {0 111847.932 95589.28571 BOBB3.70645  SO7TS6.4T7O0 4386294596  37627.20223 213869.4888 1850174388 179579.878 412934.2399 36117414 391108.8424
Investors 238047.6204 222011.2925 4745541537 876182.4149 860329.992  854491.2605 709600,3478 652205.2284 B19243.8031 A7AT25.7HIT 431507.9571 580477 5277
| 27.2693% | 408808.8564 571428.3353 580687.2762 4710334877  427790.8978  394452.8407 249615.3859 1669866.109 1838580.412 1495736.742 1454150.659 1421936.838
1144140477 1414921.608 1363375.92¢ 11285838.034 1085929.521 1057438193 11652685.512 1106989.043 1074603.285 2180349.811 2139614.358 2108246.916
. 1744088.218 1768020.571 2077256.003  1727056.921 2120532467  2093491.886 1754096.758 1701352.857 1674557.098 1335866.836 1208456.004 1270419.295
2031042.568 10896434.028 1972365.213 1534582.402 1498756.551 1084156998 1968693.931 1516070.721 1491022 37 1064817,739 1028731.629 1526077339
1071684.601 1035085.538 1008049.06¢  5G8441.2802 53062092  502588.0117 11938565.59 11884701.8 1185833141 11427961.02 11536965.56 115078988
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NOTE: When using this form to indicate service of a proposed order, DO NOT list any person or entity in Category |I.
Proposed orders do not generate an NEF because only orders that have been entered are placed on the CM/ECF docket.

PROOF OF SERVICE OF DOCUMENT

| am over the age of 18 and not a party to this bankruptcy case or adversary proceeding. My business address is:
650 Town Center Drive, Suite 950, Costa Mesa, California 92626
A true and correct copy of the foregoing document described as DISCLOSURE STATEMENT DESCRIBING CHAPTER

11 PLAN will be served or was served (a) on the judge in chambers in the form and manner required by LBR 5005-2(d);
and (b) in the manner indicated below:

. TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING("NEF") - Pursuant to controlling General
Order(s) and Local Bankruptcy Rule(s) ("LBR"), the foregoing document will be served by the court via NEF and hyperlink
to the document. On August 30, 2011, | checked the CM/ECF docket for this bankruptcy case or adversary proceeding
and determined that the following person(s) are on the Electronic Mail Notice List to receive NEF transmission at the email
address(es) indicated below:

Service information continued on attached page

II. SERVED BY U.S. MAIL OR OVERNIGHT MAIL (indicate method for each person or entity served):

On August 30, 2011, | served the following person(s) and/or entity(ies) at the last known address(es) in this bankruptcy
case or adversary proceeding by placing a true and correct copy thereof in a sealed envelope in the United States Mail,
first class, postage prepaid, and/or with an overnight mail service addressed as follows. Listing the judge here constitutes
a declaration that mailing to the judge will be completed no later than 24 hours after the document is filed.

Service information continued on attached page

Ill. SERVED BY PERSONAL DELIVERY, FACSIMILE TRANSMISSION OR EMAIL (indicate method for each person or
entity served): Pursuant to F.R.Civ.P. 5 and/or controlling LBR, on August 30, 2011, | served the following person(s)
and/or entity(ies) by personal delivery, or (for those who consented in writing to such service method), by facsimile
transmission and/or email as follows. Listing the judge here constitutes a declaration that personal delivery on the judge
will be completed no later than 24 hours after the document is filed.

The Honorable Robert Kwan, 411 W. 4th Street, Suite 2030, Santa Ana, CA 92701
[_] service information continued on attached page

| declare under penalty of perjury under the laws of the United States of America that the foregoing is true and correct.

August 30, 2011 Kelly M. Rivera /s/ Kelly M. Rivera

Date Type Name Signature

This form is mandatory. It has been approved for use by the United States Bankruptcy Court for the Central District of California.

August 2010 F 9013-3.1.PROOF.SERVICE

0.0
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SERVICE LIST

Office of the U.S. Trustee
411 W. 4th Street, Suite 9041
Santa Ana, CA 92701

Boundary Bay Capital, LLC

c/o Covenant Management Group, LLC
Airport Executive Suites

2102 Business Center Drive, Suite 130-220Q
Irvine, CA 92612

Debtor

Securities and Exchange Commission
5670 Wilshire Boulevard, 11th Floor
Los Angeles, CA 90036

Leonard Shulman, Esq.

Shulman Hodges & Bastian LLP
8105 Irvine Center Drive, Suite 600
Irvine, CA 92618

CREDITORS COMMITTEE
Albert Wazlak

1901 Pine Street

Huntington Beach, CA 92648

Harrington Construction Co., Inc.
West Harrington

22632 Golden Springs Drive, #215
Diamond Bar, CA 91765

Lynell Burmark
713 Saranac Dr.
Sunnyvale, CA 94087

Andrea Jupina

P.O. Box 234192

Encinitas, CA 92023-4192
Email: andreajupina@gmail.com

The Roy and Dorothy Callison Joint Trust

Attn;: Roy R. Callison

7840 Luane Trail

Colton, CA 92324

Electronic Mail Notice List

Paul S Arrow  parrow@buchalter.com, ifs_filing@buchalter.com;salarcon@buchalter.com
Daniel Denny  ddenny@gibsondunn.com

Beth Gaschen bgaschen@wgllp.com

Nancy S Goldenberg nancy.goldenberg@usdoj.gov

Sheri Kanesaka sheri.kanesaka@bryancave.com, theresa.macaulay@bryancave.com
Hutchison B Meltzer hmeltzer@wgllp.com

Hal M Mersel mark.mersel@bryancave.com

Leonard M Shulman  Ishulman@shbllp.com

Evan D Smiley esmiley@wgllp.com

United States Trustee (SA) ustpregionl6.sa.ecf@usdoj.gov






