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I. INTRODUCTION 

 

On May 24, 2010, Franklin Pacific Finance LLLP, ("Debtor") filed 

a bankruptcy petition under Chapter 11 of the Bankruptcy Code 

("Code").  The document you are reading is both the Plan of 

Reorganization ("Plan") and the Disclosure Statement. Debtor 

("Proponent") has proposed the Plan to treat the claims of the 

Debtor's creditors and, if applicable, the interests of 

shareholders or partners and to reorganize the Debtor’s business 

affairs.  A disclosure statement describes the assumptions that 

underlie the Plan and how the Plan will be executed.  The 

Bankruptcy Court ("Court") has approved the form of 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.  The Court has not yet 

confirmed the Plan, which means the terms of the Plan are not now 

binding on anyone.   

 

The Proponent has reserved [TO BE SET BY COURT] in Courtroom 1368 

for a hearing to determine whether the Court will confirm the 

Plan. 
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Any interested party desiring further information should contact 

Debtor’s Counsel: 

Leslie Cohen Law, PC 

Attn: Jaime Williams 

506 Santa Monica Blvd., Suite 200 

Santa Monica, CA 90401 

Telephone: 310.394.5900  

leslie@lesliecohenlaw.com 

jaime@lesliecohenlaw.com 

 

II. GENERAL DISCLAIMER AND VOTING PROCEDURE 

 

PLEASE READ THIS DOCUMENT, INCLUDING THE ATTACHED EXHIBITS, 

CAREFULLY. IT EXPLAINS WHO MAY OBJECT TO CONFIRMATION OF THE 

PLAN.  IT EXPLAINS WHO IS ENTITLED TO VOTE TO ACCEPT OR REJECT 

THE PLAN.  IT ALSO TELLS ALL CREDITORS AND ANY SHAREHOLDERS OR 

PARTNERS WHAT TREATMENT THEY CAN EXPECT TO RECEIVE UNDER THE 

PLAN, SHOULD THE PLAN BE CONFIRMED BY THE COURT. 

 

THE SOURCES OF FINANCIAL DATA RELIED UPON IN FORMULATING THIS 

DOCUMENT ARE SET FORTH IN THE DECLARATION IN SECTION XX BELOW.  

ALL REPRESENTATIONS ARE TRUE TO THE PROPONENT'S BEST KNOWLEDGE. 
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NO REPRESENTATIONS CONCERNING THE DEBTOR THAT ARE INCONSISTENT 

WITH ANYTHING CONTAINED HEREIN ARE AUTHORIZED EXCEPT TO THE 

EXTENT, IF AT ALL, THAT THE COURT ORDERS OTHERWISE. 

 

After carefully reviewing this document and the attached 

exhibits, please vote on the enclosed ballot and return it in the 

enclosed envelope.   

 

The Proponent has reserved a hearing date for a hearing to 

determine whether the Court will confirm the Plan.  Please refer 

to Section I above for the specific hearing date.  If, after 

receiving the ballots, it appears that the Proponent has the 

requisite number of votes required by the Code, the Proponent 

will file a motion for an order confirming the Plan.   

The Motion shall at least be served on all impaired creditors and 

partners or shareholders who reject the Plan and on the Office of 

the United States Trustee.  Any opposition to the Motion shall be 

filed and served on the Proponent no later than fourteen days 

prior to the hearing date.  Failure to oppose the confirmation of 

the Plan may be deemed consent to the Plan's confirmation. 
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III. WHO MAY OBJECT TO CONFIRMATION OF THE PLAN 

 

Any party in interest may object to confirmation of the Plan, but 

as explained below not everyone is entitled to vote to accept or 

reject the Plan. 

 

IV. WHO MAY VOTE TO ACCEPT OR REJECT THE PLAN         

 

It requires both an allowed and impaired claim or interest in 

order to vote either to accept or reject the Plan.  A claim is 

defined by the Code to include a right to payment from the 

Debtor.  An interest represents an ownership stake in the Debtor.  

 

In order to vote a creditor or interest-holder must first have an 

allowed claim or interest. With the exceptions explained below, a 

claim is allowed if proof of the claim or interest is properly 

filed before any bar date and no party in interest has objected, 

or if the court has entered an order allowing the claim or 

interest.  Please refer to Section VI below for specific 

information regarding bar dates in this case. 

 

Under certain circumstances a creditor may have an allowed claim 

even if a proof of claim was not filed and the bar date for 
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filing a proof of claim has passed.  A claim is deemed allowed if 

the claim is listed on the Debtor's schedules and is not 

scheduled as disputed, contingent, or unliquidated.  Exhibit "A” 

contains a list of claims that are not scheduled as disputed, 

contingent, or unliquidated. 

 

Similarly, an interest is deemed allowed if it is shown on the 

list of equity security holders filed by the Debtor with the 

court and is not scheduled as disputed. 

 

In order to vote, an allowed claim or interest must also be 

impaired by the Plan.   

 

Impaired creditors include those whose legal, equitable, and 

contractual rights are altered by the Plan, even if the 

alteration is beneficial to the creditor.  A contract provision 

that entitles a creditor to accelerated payment upon default does 

not, however, necessarily render the claimant impaired, even if 

the Debtor defaulted and the Plan does not provide the creditor 

with accelerated payment.  The creditor is deemed unimpaired so 

long as the Plan cures the default, reinstates the maturity of 

such claim as it existed before default, compensates for any 

damages incurred as a result of reasonable reliance upon the 
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acceleration clause, and (except for a default arising from 

failure to operate a nonresidential lease subject to 11 U.S.C.A. 

§ 365 (b)(1)(A) (West Supp. 2006)) compensates for any actual 

pecuniary loss incurred as a result of any failure to perform a 

non-monetary obligation. 

 

Impaired interest-holders include those whose legal, equitable, 

and contractual rights are altered by the Plan, even if the 

alteration is beneficial to the interest holder.  

 

There are also some types of claims that the Code requires be 

treated a certain way.  For that reason they are considered 

unimpaired and therefore holders of these claims cannot vote.  

 

To summarize, there are two prerequisites to voting: a claim or 

interest must be both allowed and impaired under the Plan.  

 

If a creditor or interest-holder has an allowed and impaired 

claim or interest, then he or she may vote either to accept or 

reject the Plan (unimpaired claimants or interest-holders are 

deemed to have accepted the Plan).  Impaired claims or interests 

are placed in classes and it is the class that must accept the 

Plan.  Members of unimpaired classes do not vote, although as 
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stated above, they may object to confirmation of the Plan.  Even 

if all classes do not vote in favor of the Plan, the Plan may 

nonetheless be confirmed if the dissenting classes are treated in 

a manner prescribed by the Code.  Please refer to Section VI 

below for information regarding impaired and unimpaired classes 

in this case. 

 

Section IX sets forth which claims are in which class.  Secured 

claims are placed in separate classes from unsecured claims.  

Fed. R. Bankr. P. 3018(d) provides: "A creditor whose claim has 

been allowed in part as a secured claim and in part as an 

unsecured claim shall be entitled to accept or reject a plan in 

both capacities."  

 

V. VOTES NECESSARY TO CONFIRM THE PLAN 

 

The Court may confirm the Plan if at least one noninsider 

impaired class of claims has accepted and certain statutory 

requirements are met as to both nonconsenting members within a 

consenting class and as to dissenting classes.  A class of claims 

has accepted the Plan when more than one-half in number and at 

least two-thirds in amount of the allowed claims actually voting, 

vote in favor of the Plan.  A class of interests has accepted the 
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Plan when at least two-thirds in amount of the allowed interests 

of such class actually voting have accepted it.  It is important 

to remember that even if the requisite number of votes to confirm 

the Plan are obtained, the Plan will not bind the parties unless 

and until the Court makes an independent determination that 

confirmation is appropriate.  That is the subject of any upcoming 

confirmation hearing. 

 

VI. INFORMATION REGARDING VOTING IN THIS CASE 

The bar date for filing a proof of claim in this case is October 

29, 2010.   

 

The bar date for objecting to claims is January 4, 2011.   

The last day for hearing on objections to claims is January 28, 

2011.  The Debtor intends to file a motion to extend this 

deadline to 180 days after the Effective Date of this Plan. 

 

In this case the Proponent believes that classes 1, 2, 3 and 4  

are impaired and therefore entitled to vote.  There are no 

unimpaired classes.  A party that disputes the Proponent's 

characterization of its claim or interest as unimpaired may 

request a finding of impairment from the Court in order to obtain 

the right to vote. 
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Ballots must be received by the Proponent, addressed to Leslie 

Cohen Law PC, Attn: Jaime Williams, 506 Santa Monica Blvd., Suite 

200, Santa Monica, CA 90401 by _______________. 

 

VII. DESCRIPTION OF DEBTOR'S PAST AND FUTURE BUSINESS AND EVENTS 

 PRECIPITATING BANKRUPTCY FILING 

 

The Debtor is a Limited Liability Limited Partnership. 

 

Debtor conducted of its business activity in since. 

The Debtor, established in 2005, is headquartered in Santa 

Monica, California. The Debtor engages is the business of 

acquiring and operating real estate assets and loans secured by 

real estate assets, equipment, vehicles and business assets, 

unsecured loans. The Debtor acquires such assets and loans as 

portfolios or in stand-alone transactions. As such, the Debtor 

maintains its operations through the collection of principal and 

interest payments from its notes receivables and receipt of lease 

payments and sales proceeds from its real estate portfolio. 

 

What follows is a brief summary of the dates and circumstances 

that led Debtor to file bankruptcy.       
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The Debtor’s financial issues leading to this chapter 11 case 

were a result of the failed attempts to successfully modify and 

extend loan terms with its principal secured creditor, Bank 

Midwest.  The majority of the Debtor’s loans with the secured 

creditor matured in January 2010. The Debtor desired a simple 24-

month extension at its current contract rate and offered to cross 

collateralize and cross default its entire portfolio giving the 

creditor more security. The Debtor would continue to make timely 

debt service payments and pay of the entire principal balance of 

each loan as each asset was resolved.  Furthermore, the Debtor 

offered to pay the creditor a loan fee.   

 

When the Creditor required the Debtor to make a release payment 

of 135% of each loan’s par balance and increased the loan 

balances by $900,000 for default interest and penalties, 

negotiations were discontinued, at which point the creditor 

defaulted the Debtor.  These financial impairments plus two major 

events caused the Debtor to file for chapter 11 bankruptcy 

protection; the creditor’s attempt to foreclose on the Debtor’s 

property (Sunset Crossing) and its refusal to release units for 

sale at a (Debtor-related) town home development project in which 

Bank Midwest has a secured interest, known as Oak Trail Villas. 
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What follows is a brief description of the Debtor's business and 

future business plans.  Further details relating to the Debtor's 

financial condition and post-confirmation operation of the Debtor 

are found in sections X, XI, XII, XVI, and XV. 

The Debtor is in the business of acquisition and management of 

debt instruments purchased from the FDIC and other financial 

institutions.  The Debtor restructures and remediates loans and 

foreclosed assets into a diversified portfolio of loans and 

income producing real estate for future dispositions.   

 

The Debtor has ownership interests in the following real 

property, which either currently generate income in the form of 

rents or may generate such rents in the future: 

a. Shalamar Apartments.  Shalamar Apartments is a 162 unit 

apartment complex located in San Marcos, TX (40 minutes south of 

Austin) that Debtor holds fee title to.  Debtor has a loan with 

the Bank with an outstanding principal balance of $3,525,000 as 

of May 20, 2010.  Debtor acquired the property on December 19, 

2007 with a purchase price of $4,249,851.  The value of the 

property is $6,300,000.  Therefore, an equity cushion of 

$2,775,000 exists on the property. 
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b. The National.  The National is a single family home 

owned by the Debtor that is located at 6789 National Drive in 

Parkville, MO (Kansas City submarket).  The Debtor has a loan 

with the Bank with an outstanding principal balance of $660,000 

which is secured by a first priority lien in favor of the Bank.  

Debtor acquired the property on March 20, 2007 with a purchase 

price of $930,000.  The value of the property is $880,000.  

Therefore, an equity cushion of $220,000 exists on the property. 

 The National is currently occupied and is paying rents of $3,500 

per month. 

c. The Villages.  The Villages at Pinnacle Peak is 4,224 

sf single tenant retail building that the Debtor owns located in 

North Scottsdale, AZ.  The Debtor has a loan with the Bank with 

an outstanding principal balance of $800,000 which is secured by 

a first priority lien in favor of the Bank.  The Debtor acquired 

the property on May 12, 2005 with a purchase price of $1,200,000. 

 The value of the property is currently $1,200,000.  The Villages 

is currently vacant.  The Debtor is in negotiation with 

prospective tenants. 

 

In addition, the Debtor owns certain personal property, which 

generates or which may generate income in the form of payments 

and/or rents as follows:  
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a. Metro Cinema.  The Debtor owns certain theater 

equipment which is leased to Metro Cinema located in a Cineplex 

in Colleyville, TX (Dallas submarket).  The Debtor has a loan 

with the Bank with an outstanding principal balance of $167,089 

which is secured by such theater equipment.  The Debtor acquired 

the property on September 28, 2007 with a purchase price of 

$207,829.  The value of the property is $639,555.  An equity 

cushion of $472,466 exists on the property.  The Debtor receives 

a payment of $7,000 per month from Metro Cineplex. 

b. Sunset Crossing Note.  The Debtor holds a promissory 

note in the original principal sum of $6,600,000 and with an 

outstanding balance thereon as of the Petition Date in the sum of 

$5,842,340. The obligor under the Sunset Crossing Note is Sunset 

Crossing L.P. and it is a performing loan secured by a first 

priority deed of trust on a 217,000 s.f. retail center located in 

San Angelo, TX.  The Bank has a security interest in the Sunset 

Crossing Note securing an obligation of the Debtor to the Bank 

with an outstanding principal balance of $3,807,368 as of the 

Petition Date.  An equity cushion of $2,034,972 exists on this 

property.  The Debtor is currently receiving payments of $43,000 

per month on the Sunset Crossing Note. 
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c. Drawbridge Note.  The Debtor holds a promissory note in 

the original principal sum of $9,363,434 and with an outstanding 

balance thereon as of the date of filing in the sum of 

$8,855,519.00.  The obligor under the Drawbridge Note is 

Drawbridge Inn, LLC, and it is a non-performing loan secured by a 

first priority deed of trust on a 382 room hotel located in Fort 

Mitchell, Kentucky.  The Bank has a security interest in the 

Promissory Note and Deed of Trust securing an obligation of the 

Debtor to the Bank with an outstanding principal balance of 

$5,226,090 as of the Petition Date.  

As a result of the default by the obligor under the 

Drawbridge Note, a foreclosure proceeding was commenced by the 

Debtor, and ancillary thereto, the Debtor obtained the 

appointment of a receiver over the hotel on December 2, 2009.  

The receiver is in possession of, and operating the hotel 

pursuant to that receivership.  The receiver is accepting all 

receipts, paying all expenses of the operation pending a 

resolution of the foreclosure currently pending.  The Debtor is 

not receiving any funds from the receiver, and has loaned the 

receiver, pre-petition, the sum of $40,000. 

 

The Debtor will continue in its business of managing its 

ownership interests in income producing real estate. 

Case 2:10-bk-30727-VZ    Doc 105    Filed 09/21/10    Entered 09/21/10 19:37:15    Desc
 Main Document      Page 18 of 103



 
 

 
 18 

VIII.CRITICAL PLAN PROVISIONS 

 

Listed below are the sources of money earmarked to pay creditors 

and interest-holders. 

a. Future earnings from continued operations of the 

Debtor, including rental income, interest income, potential sales 

and/or refinances of properties, and note payments due to the 

Debtor.  

 

Most likely, general unsecured creditors can expect payment: 

a. beginning 30 days after the Effective Date of this Plan 

b. in the amount of 1/3 of each creditors’ unsecured claim 

plus 4% interest  

c. and continuing every month for 2 additional months.  

 

 

IX. DESCRIPTION AND TREATMENT OF CLAIMS 

a. Overview of Plan Payments   

Below is a summary of who gets paid what and when and from what 

source.  The identity of members within a particular class is 

explained beginning on the next page.  The second column lists 

two amounts.  First, the amount of each payment, or if only one 

is to be made, then that amount; second, the total amount that 

Case 2:10-bk-30727-VZ    Doc 105    Filed 09/21/10    Entered 09/21/10 19:37:15    Desc
 Main Document      Page 19 of 103



 
 

 
 19 

will be paid.  The Proponent is usually not required by law to 

pay an unsecured creditor or interest holder everything it would 

otherwise be entitled to, had a bankruptcy case not commenced.  

The "Payment Due Date" column states the frequency with which 

payments will be made and the starting and ending dates.  Look at 

the starting date to figure out who will be paid before and after 

you and in what amount.  The "Source of Payment" column describes 

the expected source of payment.  Further details regarding the 

source of payment are found in sections X and XI.   

 

The timing of payments to many creditors is determined by the 

"Effective Date."  Administrative claims, unless otherwise 

stated, must be paid by the Effective Date.  The timing of 

payments to impaired creditors is measured from the Effective 

Date.  In this case, the projected Effective Date is December 20, 

2010. 
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Payment Recipient   Amount of each Payment 

(Total amount to be paid)  

 

Payment Due Date   

 

Source of Payment 

Clerk’s Office Fees $0 (estimated) 

$0 (estimated) 

Effective Date  

Office of the U.S. Trustee $0 (estimated) 

$0 (estimated) 

Effective Date  

Leslie Cohen Law PC $0 - $65,000 above retainer 

$0 - $65,000 

Later of (i) Effective Date or (ii) 

entry of final order approving 

LCL’s fees and expenses 

Estate Funds 

Michael Widener 

Bonnet, Fairbourn, Friedman & 

Balint 

$10,000 (estimated) 

$10,000 (estimated) 

Effective Date Pursuant to Fee 

Application 

Estate Funds 

 

Dennis Williams 

Adams, Stepner, Woltermann & 

Dusing PLLC 

$10,000 (estimated) 

$10,000 (estimated) 

Effective Date Pursuant to Fee 

Application 

Estate Funds 

Capstone Real Estate Services, 

Inc. 

$0 (estimated) 

$0 (estimated) 

Effective Date 

Paid current in accordance with 

management agreement dated 

July 28, 2008 

 

Robert Wyndelts and Wyndelts 

& Gagnon PLC 

$25,000 (estimated) 

$25,000 (estimated) 

Effective Date pursuant to Fee 

Application 

Estate Funds 

Justin Enbody and Enbody, 

Inc. 

$25,600 (estimated) 

$25,600 (estimated) 

Effective Date pursuant to Fee 

Application 

Estate Funds 

Hagan & Associates $35,297 (estimated) 

$35,297 (estimated) 

Effective Date pursuant to Fee 

Application 

Estate Funds 

CB Richard Ellis $0 

$0 

Fees to be paid as commission 

directly from escrow upon sale 

of property and following Court 

order approving sale of property 

Sale of Property 

Century 21 All Pro $0 

$0 

Fees to be paid as commission 

directly from escrow upon sale 

of property and following Court 

order approving sale of property 

Sale of Property 
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CLASS 1A  

Richardson ISD Tax Office and 

Dallas County Tax Office 

 

$127,546 Paid in full upon sale of each 

unit at Oak Trail Villas Properly 

Any unpaid taxes all due by 

5/24/15 

Sale of Property 

CLASS 1B  

Kenton County and City of Fort 

Mitchell Kentucky 

*Disputed* 

 

$ 5% interest only on allowed 

claim 

$147,534 or lesser allowed total 

claim 

Monthly 

 

All unpaid principal and 

interest due in full upon earlier 

of 12/31/12 or sale of property 

to third party 

Post confirmation income 

 

Post confirmation income or 

Sale of Property 

CLASS 1C 

Property Taxes 

 (Sunset Crossing, Shalamar, 

2nd Street, Villages, National) 

$0 

$0 

These taxes are current.   

Will be paid as taxes come due; 

Any unpaid taxes paid in full 

upon sale of property 

Post confirmation income or 

Sale of Property 

CLASS 1D  

Colette Franklin Tax Assessor 

 

$22,500.00 

$51,794.99 + interest at 4% 

Two yearly payments 

commencing on or before 

12/31/10 

12/31/10 -  12/31/11 

Post confirmation income  

CLASS 2 

Secured Claim of Washington 

Mutual Bank N.A. 

$3,500 

 

 

$1,401,547 + interest at 4% 

           1st Deed  $1,039,416 

           2nd Deed $362,131 

Monthly commencing Effective 

Date 

 

Effective Date through the 

earlier of 4 years after Effective 

Date or Sale of Property 

Post confirmation income 

 

Post confirmation income or 

Sale of Property 

CLASS 3 

Secured Claim of Bank Midwest 

N.A. 

$ Monthly Debt service varies 

as properties are sold and 

refinanced. 

 

 

$20,440,560.00 + interest at 

4.25% 

Monthly commencing 10th day 

of the fires month following 

Plan Confirmation 

 

 

Through earlier of Aril 1, 2010 

or sale of property 

Post confirmation income from 

rents, refinances and/or sales 

of assets 

 

 

Post confirmation income or 

proceeds from refinance and/or 

Sale of Property 

CLASS 4 

General Unsecured Claims 

$26,931.55 

$80,259.00 

Three monthly payments 

commencing on Effective Date 

 

Estate Funds and post-

confirmation income 
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CLASS 5 

Insider claims 

n/a n/a n/a 

CLASS 6 

Shareholder Interests 

$0 

$0 

Shareholders will retain their 

shares of stock and receive $0 

on their unsecured debt 

 

 

 

No claimant or interest holder is an affiliate of the Debtor.   

On the Effective Date the Debtor, as the Disbursing Agent, will 

deposit into a segregated account ("Reserve Account") an amount 

of cash equal to 1/3 (one-third) of the aggregate amount of 

disputed unsecured claims.  Cash together with interest accruing 

thereon will be held in trust for the benefit of holders of 

disputed claims. 

 
When a disputed claim becomes allowed, the Disbursing Agent will 

distribute to the holder thereof an amount equal to 1/3 (one-

third) of its claim plus accrued interest thereon.  Thereafter, 

payments to that creditor will continue in accordance with the 

terms of the Plan.  If a surplus arises from the fact that not 

all claims are allowed, then that money shall revert back to the 

Debtor. 

 

Below is a detailed description and treatment of administrative 

expenses, claims and interests 
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b. Administrative Expenses 

1. These include the "actual, necessary costs and 

expenses of preserving the estate" as determined 

by the Court after notice to creditors of a 

request for payment and after a hearing thereon.   

2. The Code requires that allowed administrative 

expenses be paid on the Effective Date unless the 

party holding the administrative expense agrees 

otherwise.  The claimants have not agreed 

otherwise.  

Administrative Expense #1.     

Claimant:  Clerk's Office Fees 

$ 0 Estimated subject to court approval.  To be paid in 

full on Effective Date. 

 

Administrative Expense # 2. 

Claimant:  Office of the U.S. Trustee Fees 

$  0, subject to court approval. To be paid in full on 

Effective Date. 

 

Administrative Expense # 3. 

Claimant:  Leslie Cohen Law, PC 

$ 0 - $65,000 (estimated net of retainer and amounts 
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paid upon interim fee application and such reimbursed 

fees based on Principal’s advance), subject to court 

approval. Cohen has reduced the retainer to $73,050.  

The balance awarded, if any, may be paid in full upon 

the later of (i) the Effective Date, or (ii) entry of a 

final order approving Cohen’s fees and expenses. 

 

Administrative Expense # 4. 

Claimant:  Michael Widener - Bonnett, Fairbourn, 

Friedman & Balint, P.C. 

$  10,000 (estimated), subject to court approval. To be 

paid in full on Effective Date pursuant to fee 

application. 

 

Administrative Expense # 5. 

Claimant:  Dennis Williams- Adams, Stepner, Woltermann 

& Dusing PLLC 

$  10,000 (estimated), subject to court approval. To be 

paid in full on Effective Date pursuant to fee 

application. 

 

Administrative Expense # 6. 

Claimant:  Capstone Real Estate Services, Inc. 
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$  0, subject to court approval. Paid current in 

accordance with management agreement dated July 28, 

2008. 

 

Administrative Expense # 7. 

Claimant:  Robert Wyndelts and Wyndelts & Gagnon PLC 

$  25,000 (estimaatd), subject to court approval. To be 

paid in full on Effective Date pursuant to fee 

application. 

 

Administrative Expense # 8. 

Claimant:  Justin Enbody and Enbody Inc. 

$  25,600 (estimated), subject to court approval. To be 

paid in full on Effective Date pursuant to fee 

application. 

 

Administrative Expense # 9. 

Claimant:  Hagan and Associates 

$  35,297 (estimated), subject to court approval. To be 

paid in full on Effective Date pursuant to fee 

application. 
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Administrative Expense # 10. 

Claimant:  CB Richard Ellis 

$  0, subject to court approval. Fees to be paid as 

commission directly from escrow upon sale property and 

following Court order approving sale of property. 

 

Administrative Expense # 11. 

Claimant:  Century 21 All Pro 

$  0, subject to court approval. Fees to be paid as 

commission directly from escrow upon sale property and 

following Court order approving sale of property 

 

TOTAL $ 105,297 – 170,297 estimated 

 

c. Unsecured Tax Claims 

1. These include certain types of property, sales, 

and income taxes.     

2. The Code requires that the holders of such claims 

receive regular installment payments in cash over 

a period ending not later than five years after 

the date of the order for relief, unless agreed 

otherwise.  The claimants have not agreed 

otherwise.  The total cash payments must have a 
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present value equal to the amount of the allowed 

claim.  The treatment of this claim is in a manner 

not less favorable than the most favored 

nonpriority unsecured claim provided in this Plan 

(other than any cash payments to an 

administratively convenient class). The amount of 

the allowed claim includes the amount of tax owed 

plus interest of 4% or such other amount as is 

ordered by the Court. The present value is 

calculated as of the Effective Date. 

3. The Debtor does not have any unsecured priority 

tax claims.  

  

TOTAL TAX CLAIM(S) $ 0 

 

d. CLASS ONE – SECURED PROPERTY TAX CLAIMS   

1. CLASS 1(A) 

Secured Claim of Richardson ISD Tax Office and Dallas 

County Tax Office 

Description of Collateral: Oak Trail Villas        

Total amount of allowed claim as of September 21, 2010: 

$127,546 

Total amount of payments (over time) to satisfy the 
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secured claim: Paid in full upon sale of each 

unit at Oak Trail Villas Property, any unpaid 

taxes all due by 5/24/15    

Interest rate (to compensate creditor because claim is 

paid over time):4% or such other amount as is 

ordered by the Court. 

Impaired  

First payment date: Sale of each unit 

Amount of each installment: Payment in full on 

respective unit including interest at 4% 

Frequency of payments: Upon sale of each unit 

Total yearly payments: Unknown 

Final payment date: Not later than 5/24/15 

Lien is not modified in any way by the Plan.   

 

2. CLASS 1(B) 

Secured Claim of Kenton County and City of Fort 

Mitchell Kentucky  

***THIS CLAIM IS DISPUTED*** 

Description of Collateral: Drawbridge        

Total amount of claim as of September 21, 2010: 

$147,534 

Total amount of payments (over time) to satisfy the 
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secured claim: If allowed, pay interest only 

monthly;  All unpaid principal and interest 

due in full upon the earlier of 12/31/12 or 

sale of property to third party 

Interest rate (to compensate creditor because claim is 

paid over time): Interest on allowed claim at 

4% 

Impaired  

First payment date: 1st of month following Court’s  

determination on allowance of claim. 

Amount of each installment: Interest on allowed claim 

at 4% 

Frequency of payments: Monthly 

Total yearly payments: 12 

Final payment date: All unpaid principal and interest 

due in full upon the earlier of 12/31/12 or 

sale of property to third party 

Lien is not modified in any way by the Plan.   

 

3. CLASS 1(C) 

Secured Property Taxes related to Sunset Crossing,  

Shalamar, 2nd Street, Villages and National 

Properties 
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Description of Collateral: Sunset Crossing, Shalamar, 

2nd Street, Villages and National        

Total amount of claim as of September 21, 2010: $0 

Total amount of payments (over time) to satisfy the 

secured claim: These taxes are current. Will 

be paid as taxes come due; Paid in full upon 

sale of property 

Interest rate (to compensate creditor because claim is 

paid over time):  

Unimpaired  

First payment date: As due. 

Amount of each installment: As due 

Frequency of payments: As due 

Total yearly payments: Unknown 

Final payment date: Sale of related properties 

 

4. CLASS 1(D) 

Secured Claim of Colette Franklin Tax Assessor 

Description of Collateral: Metro Cinemas        

Total amount of claim as of September 21, 2010: 

$51,794.99 

Total amount of payments (over time) to satisfy the 

secured claim: $51,794.99 
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Interest rate (to compensate creditor because claim is 

paid over time): 4% or such other rate as 

ordered by the Court. 

Impaired  

First payment date: 12/31/10. 

Amount of each installment:  

First Payment on or before 12/31/10: $22,500 

 Second Payment on or before 12/31/11: Balance due 

Frequency of payments: Annually 

Total yearly payments: $51,794.99 + interest 

Final payment date: On or before 12/31/11 

 

e. CLASS TWO   

Washington Mutual Bank N.A. 

Description of Collateral: first and second mortgage on 

Manhattan Beach property: 220-21st Place 

Manhattan Beach Court                      

Total amount of allowed claim:$1,401,547: $1,039,416 on 

the first mortgage, and $362,131 on the 

second mortgage 

Total amount of payments (over time) to satisfy the 

secured claim: Commencing on the Effective 

Date, subject to a reduction in the interest 
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rate to 4%, the member of this class will be 

paid interest at $3,500 per month; Member 

will be paid principal and interest in full 

upon the earlier of 4 years after Effective 

Date or sale of property.    

Interest rate (to compensate creditor because claim is 

paid over time):4% 

Impaired  

First payment date: Effective Date 

Amount of each installment: $3,500 

Frequency of payments: Monthly 

Total yearly payments:12 

Final payment date: Earlier of 4 years after Effective 

Date or sale of property. 

Lien is not modified in any way by the Plan.   

Additional comments: 

 

f. CLASS THREE 

Secured Claims of Bank Midwest N.A. 

Description of Collateral: National Drive, Villages at 

Pinnacle Peak, Shalamar Apartments, 

Drawbridge Inn, Sunset Crossing, Oak Trail 

Villas, Second Street property and equipment 
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lease to Metro Cinemas  

Total amount of allowed claim:$20,440,560.00 

Total amount of payments (over time) to satisfy the 

secured claim: The member of this class will 

be paid in accordance with the terms of the 

Loan Modification Agreement entered into in 

September 2010. Pursuant to the Loan 

Modification Agreement, all loans by member 

will be consolidated and cross-

collateralized, with payments to continue 

through April 2012.    

Interest rate (to compensate creditor because claim is 

paid over time):4.25%.  If the Debtor 

confirms a consensual Plan on or before 

11/30/10 or such later date as agreed to 

accommodate scheduling issues but no later 

than 12/31/10, Bank Midwest will waive all 

late charges and that portion of default 

interest accruing from default date through 

3/31/10 and default interest after 7/31/10 

Impaired  

First payment date: The 10th of the first month 

following Plan confirmation.  
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Amount of each installment:  Monthly debt service 

payment shall be made per each individual 

property until such property is refinanced or 

sold.  All default interest not waived per 

the cash collateral stipulation and all 

allowed reasonable attorneys fees and costs 

shall be paid at Plan confirmation. 

Frequency of payments: Monthly 

Total yearly payments: 12 

Final payment date: Earlier of April 1, 2012 or sale or 

refinance of property. 

Lien is modified by the Plan in that it is now cross-

collateralized among all the property in 

which Bank Midwest has a security interest.   

Additional comments: 

 

g. CLASS FOUR 

Unsecured Claims  

See Exhibit "B” for list of claimants and amount owed 

each. 

Total amount of allowed claims:$ 80,259 
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Total amount of payments (over time) to satisfy claims: 

Three installment payments of $26,931.55, 

totaling $80,794.65. 

Interest rate :4% 

Impaired  

First payment date: 30 day after the Effective Date. 

Amount of each installment: 1/3 of debt 

Frequency of payments: 3 monthly payments 

Total yearly payments: 3 payments total 

Final payment date: 90 days after Effective Date 

Additional comments: 

In full and complete satisfaction of these 

Unsecured Claims, each holder of an Allowed Class 

3 Claim will be paid in full through 3 monthly 

installments commencing 30 days after the 

Effective Date with interest at 4%.   

 

h. CLASS FIVE 

Insider Claims 

1. This is the claim of a person as defined in 11 

U.S.C.A. ' 101(31) (West Supp. 2006).  

Essentially, an insider is a person with a close 

relationship with the debtor, other than a 
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creditor-debtor relationship. 

Debtor does not have any insider claims. 

                        

TOTAL INSIDER CLAIMS $ 0   

 

 

i. CLASS SIX 

Shareholders Interests 

1. Under the Plan, shareholders simply retain their 

shares of stock in the Debtor. 

2. The Debtor’s Equity/Interest Holders are as 

follows: 

a. Stephen Collias – 49 ½ % 

b. Gary Hall – 49 ½ % 

c. Franklin Finance – 1%  
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X. SOURCE OF MONEY TO PAY CLAIMS AND INTEREST-HOLDERS 

The Plan cannot be confirmed unless the Court finds that it is 

"feasible," which means that the Proponent has timely submitted 

evidence establishing that the Debtor will have sufficient funds 

available to satisfy all expenses, including the scheduled 

creditor payments discussed above.  What follows is a statement 

of projected cash flow for the duration of the Plan.  The focus 

is on projected cash receipts and cash disbursements.  All non-

cash items such as depreciation, amortization, gains and losses 

are omitted.  A positive number reflects a source of cash; a 

(negative number) reflects a use of cash.  A more detailed 

statement of cash flow projections for the duration of Plan 

payments is attached as Exhibit “C”.  

 
                                         Years of Plan Payments 
                                         2011 – 2012    
                                                                 
Net cash flow 
     From operating activities: 
     Cash in DIP accounts           1,210,886 
     Less Borrower Reserve  

and Escrow accounts            (189,081) 
     Monthly Cashflow                  (1,648,906) 
     Sales/Dispositions/Refinances    (39,577,597) 
          Total                        42,248,308 
 
Yearly plan payments:                 (32,957,118) 
Net cash available to Debtor  
  after all plan payments made:         9,291,189 
Plus future proceeds from Oak 
Oak Trail Villas after 2012             1,450,465_   
          Total                        10,741,654 
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Section XV(c)states the assumptions and details surrounding the 

statement of projected cash flow.  

 

On the Effective Date, the Plan pays $105,297 - $170,297 in 

Administrative Claim, depending on Administrative Claims accrued 

as of Effective Date.  The Plan also pays Washington Mutual Bank 

N.A. $3,500 on the Effective Date and for payment to Bank Midwest 

N.A. in the amount of $532,493.  (The projections also show a 

$549,517 adequate protection payment to Bank Midwest which is 

anticipated to be paid as soon as the Court enters an order 

approving the Stipulation for Use of Cash Collateral filed on 

September 7, 1010.) Finally, the Plan pays $26,931.55 to General 

Unsecured creditors on the Effective Date.     

 

XI. FINANCIAL RECORDS TO ASSIST IN DETERMINING WHETHER PROPOSED 

PAYMENT IS FEASIBLE 

 

Attached as Exhibit “D” are three types of consolidated financial 

documents, including balance sheets, cash flow statements and 

income and expense statements for the Debtor and its related 

entities for the period including the most recent twelve-month 

calendar year and all months subsequent thereto.   
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XII. ASSETS AND LIABILITIES OF THE ESTATE 

 

a. Assets 

The identity and fair market value of the estate's assets are 

listed in Exhibit “E” so that the reader can assess what assets 

are at least theoretically available to satisfy claims and to 

evaluate the overall worth of the bankruptcy estate.  The Debtor 

has given their best estimate of fair market value based on their 

knowledge and experience.  Appraised values are also shown on 

this Exhibit and in some instances are less than Debtor’s 

estimated fair market value for such assets.  However for cash 

flow purposes the Debtor’s assumptions are based on the lower of 

appraised values or Debtor’s best estimate of fair market value. 

 Whether the Plan proposes to sell any of these assets is 

discussed in section XVI. 

 

b. Liabilities   

Exhibit “F” shows the allowed claims against the estate, claims 

whose treatment is explained in detail by section IX. 
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c. Summary 

 

The fair market value of all assets equals $36,370,875.  Total 

liabilities equal $22,249,195.88. 

 

XIII.TREATMENT OF NONCONSENTING CLASSES 

As stated above, even if all classes do not consent to the 

proposed treatment of their claims under the Plan, the Plan may 

nonetheless be confirmed if the dissenting classes are treated in 

a manner prescribed by the Code.  The process by which dissenting 

classes are forced to abide by the terms of a plan is commonly 

referred to as "cramdown."  The Code allows dissenting classes to 

be crammed down if the Plan does not "discriminate unfairly" and 

is "fair and equitable."  The Code does not define 

discrimination, but it does provide a minimum definition of "fair 

and equitable."  The term can mean that secured claimants retain 

their liens and receive cash payments whose present value equals 

the value of their security interest.  For example, if a creditor 

lends the Debtor $100,000 and obtains a security interest in 

property that is worth only $80,000, the "fair and equitable" 

requirement means that the claimant is entitled to cash payments 

whose present value equals $80,000 and not $100,000.  The term 

means that unsecured claimants whose claims are not fully 
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satisfied at least know that no claim or interest that is junior 

to theirs will receive anything under the Plan, except where the 

Debtor is an individual, has elected to retain property included 

in the Estate under 11 U.S.C.A. § 1115 (West Supp. 2006) and has 

satisfied 11 U.S.C.A. § 1129(b)(2)(B)(ii) (West Supp. 2006).  

"Fair and equitable" means that each holder of an interest must 

receive the value of such interest or else no junior interest is 

entitled to receive anything.   

 

Therefore, if a class of general unsecured claims votes against 

the Plan, the Plan cannot be confirmed where the Debtor or a 

class of interest holders (e.g. shareholders or partners) will 

receive or retain any property under the Plan, unless the Plan 

provides that the class of general unsecured claims shall be paid 

in full with interest.  These are complex statutory provisions 

and the preceding paragraphs do not purport to state or explain 

all of them. 
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XIV. TREATMENT OF NONCONSENTING MEMBERS OF CONSENTING            

 CLASS (CHAPTER 7 LIQUIDATION ANALYSIS) 

 

The Plan must provide that a nonconsenting impaired claimant or 

interest holder of a consenting class receive at least as much as 

would be available had the Debtor filed a Chapter 7 petition 

instead.   

 

In a Chapter 7 case the general rule is that the Debtor's assets 

are sold by a trustee.  Unsecured creditors generally share in 

the proceeds of sale only after secured creditors and 

administrative claimants are paid.  Certain unsecured creditors 

get paid before other unsecured creditors do.  Unsecured 

creditors with the same priority share in proportion to the 

amount of their allowed claim in relationship to the total amount 

of allowed claims. 

 

A creditor would recover from the assets of the bankruptcy estate 

less under Chapter 7 than under Chapter 11 for three reasons.  

 

First, the liquidation value of the company is estimated to be 

30% less than its fair market value as a going concern because 

the value of the assets is dependent upon ongoing management and 
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expertise, and the ability to sell the properties over a 2-year 

period.  Rents must be collected, properties must be maintained, 

sales and refinances must be negotiated, properties need to be 

listed and marketed at appropriate times, and all assets must be 

constantly monitored to ensure maximum performance and 

disposition.  Debtor’s current management is well suited to 

handle these matters based on their substantial experience.   

 

Second, in a chapter 7 case a trustee is appointed and is 

entitled to compensation from the bankruptcy estate in an amount 

no more than 25% of the first $5,000 of all moneys disbursed, 10% 

on any amounts over $5,000 and up to $50,000, 5% on all amounts 

over $50,000 and up to $1,000,000, and such reasonable 

compensation no more than 3% of moneys over $1,000,000. Also, a 

chapter 7 trustee would have additional administrative expense, 

such as professionals, which will increase cost.  Finally, though 

inapplicable here, a chapter 7 recovery may be less because an 

individual debtor is permitted to exempt a certain amount of the 

sales proceeds before unsecured creditors are paid anything. 
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Chapter 7           Chapter 11  
 
1. value of assets       $25,459,612             $41,000,000 
 
2. administrative exp.   $500,000 approx         $200,000 approx. 
                         + $200,000 ch 11 
                         expense 
                         $700,000 TOTAL   
  
   secured claims        $24,139,941             $26,991,622 
   (includes default  
   interest being 
 waived in the Plan) 
 
   secured taxes  

claims   $326,875           $326,875     
                   
 
3. chapter 7 trustee fee $763,788     n/a 
 
4. exemption(s)  n/a         n/a 
 
TOTAL AVAILABLE FOR  
DISTRIBUTION TO 
GENERAL UNSECUREDS. 

         ($ 470,922)   $ 13,481,503 
 

 
unsecured creditors  unsecured creditors 
receive payment of  receive payment of 
0% of total   100% plus interest 
claims     of total allowed 

      claims under Plan 

 

 

 

Also, unsecured creditors would be paid much more slowly under a 

chapter 7 than under the Debtor’s Plan.  Here, unsecured 

creditors will be paid in full within 90 days following the 
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Effective Date.  In a ch. 7, even if the trustee could sell 

assets promptly, it would take at least that long to close the 

asset sales and another estimated 12 months to get approval of 

final report and distribution to creditors.   

 

Additionally, the Plan here is the result of negotiations with 

Bank Midwest, which allow for a waiver of over $500,000 in 

default interest.  It is unlikely that the bank would offer this 

same deal to a ch. 7 trustee.  

 

XV. FUTURE DEBTOR   

a. Management of Debtor 

1. Names of persons who will manage the Debtor's 

business affairs: Stephen Collias & Marc Heenan 

2. Proposed compensation to persons listed above: 

Collias: $150,000 annually;  Heenan $125,000 

annually 

3. Qualifications: See resumes attached as Exhibit 

“G”  

4. Affiliation of persons to Debtor: Collias: 49 ½ 

shareholder;  Heenan: none 

5. Job description: Management of Assets 
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b. Disbursing Agent 

Debtor is responsible for collecting money intended for 

distribution to claimants and transmitting it to them. 

 The disbursing agent's address and telephone number 

are:   

429 Santa Monica Blvd., Suite 625 

Santa Monica, CA 90401 

Telephone: 310.587.0037 

 

1. Proposed compensation to person listed above: See 

above. 

2. Qualifications: See above. 

3. Affiliation of person to Debtor: See above. 

4. Job description: See above. 

 

c. Future Financial Outlook 

The Proponent believes that the Debtor's economic health 

will improve from its prebankruptcy state for the following 

reasons. First, market conditions are improving.  Second, the 

Chapter 11 has afforded the Debtor additional time to allow for 

optimal marketing and sale of assets for a more favorable 

economic return on sale and/or refinance.  Third, Debtor has 

additional time due to the extended terms with Bank Midwest per 

Case 2:10-bk-30727-VZ    Doc 105    Filed 09/21/10    Entered 09/21/10 19:37:15    Desc
 Main Document      Page 47 of 103



 
 

 
 47 

the Loan Modification Agreement, as well as a partial waiver of 

default interest by Bank Midwest. 

 

Section X provides a summary of the projected cash flow of 

the Debtor for the duration of the Plan.  The following 

assumptions underlie the projections: Continued operations and 

cash flow per Exhibit “C”.   As previously stated, Plan payments 

will come from the continued operation of the Debtor's business, 

including rental income, refinance and sale proceeds.  If the 

business generates insufficient funds to provide all of the Plan 

payments, then the Proponent will make up the shortfall under the 

following conditions and subject to the following terms: Sale and 

refinance of assets.  The Proponent's financial solvency, which 

is relevant to its ability to honor its commitment to make up any 

shortfall, is demonstrated by the following facts: values exceed 

liabilities per the financial statements at Exhibit “D”.  Also, 

Debtor has a current cash investment balance of $ 11,780,118 and 

the investors have shown their capability and willingness to 

invest additional monies necessary to meet obligations as was 

evidence by the additional cash infusion in 2009 of $842,000.  
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XVI. SALE OR TRANSFER OF PROPERTY; ASSUMPTION OF CONTRACTS AND 

LEASES; OTHER PROVISIONS 

 

The Plan provides for the following:  

a. The Assumption of Contracts 

Effective as of, and conditioned on, the occurrence of the 

Effective Date, the Debtor will assume all of the executory 

contracts and unexpired leases set forth in Exhibit “H.”  The 

Debtor may amend Exhibit “H” to add thereto any executory 

contract or unexpired leases, or to delete therefrom any 

executory contract or lease, up to and including the Confirmation 

Date.  However, if any amendments are made to Exhibit “H” less 

than twenty-four (24) days before the Confirmation Date, the 

affected contract or lease parties shall have fifteen (15) days 

from the date of service of notice of such amendments within 

which to serve on the Debtor a written objection to the same.  

Upon receipt of any such objection, the Debtor shall promptly set 

a hearing on the same, and the assumption or rejection of the 

affected contract or lease shall be delayed until the Bankruptcy 

Court makes a determination on this issue (such determination may 

be made after the Confirmation Date, without delaying the 

confirmation of the Plan).    
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Payment of Allowed Cure Claims, if any, shall be paid over a 

period not to exceed thirty-six (36) months, in equal monthly 

installments commencing on the Effective Date.   

b. The Rejection of Contracts 

At present, the Debtor does not anticipate rejecting any 

executory contracts.  The Debtor reserves the right to amend this 

section of the Plan to add thereto any executory contracts or 

leases, or to delete therefrom any executory contract or 

unexpired lease, up to and including the Confirmation Date.  

However, if any amendments are made to this section of the Plan 

later than twenty-four (24) days before the Confirmation Date, 

the affected contract or lease parties shall have fifteen (15) 

days from the date of service of notice of such amendments within 

which to serve on the Debtor a written objection to the same.  

Upon receipt of any such objection, the Debtor shall promptly set 

a hearing on the same, and the rejection of the affected contract 

or lease shall be delayed until the Bankruptcy Court makes a 

determination on this issue (such determination may be made after 

the Confirmation Date, without delaying the confirmation of the 

Plan).  To the extent that an executory contract or unexpired 

lease has been rejected by the Debtor prior to the Confirmation 

Date pursuant to an order of the Bankruptcy Court, such rejection 

shall not be affected by the Plan 
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The Court must make certain findings of fact before approving the 

aforementioned provisions as part of the Plan.  The Proponent 

will request that the Court make the appropriate findings at the 

confirmation hearing, based upon evidence submitted in support of 

the confirmation motion.     

 

XVII.BANKRUPTCY PROCEEDINGS 

 This case was commenced on May 24, 2010.  On June 14, 2010, 

Bank Midwest N.A. filed its Motion for Relief from Stay and its 

Motion to Appoint Chapter 11 Trustee.  By stipulation, these 

matters are still pending before the Court, with hearings set for 

October 12, 2010.  

 The Notice of Claims Bar Date was served on July 14, 2010. 

 On July 20, 2010, Debtor substituted Leslie Cohen Law PC as 

its Bankruptcy Counsel.  The order approving the employment of 

Leslie Cohen Law PC was entered on August 3, 2010.  

 On July 20, 2010, Debtor filed its Motion to Use Cash 

Collateral pertaining to the Shalamar Property.  There were no 

opposition to this Motion, and the Court’s order approving it is 

pending.  

 As of the filing of this Disclosure Statement and Plan, 

Debtor has filed Applications to Employ all of its Professionals 
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in this case, as listed under the Administrative Claims section 

of this Plan.  The Court entered an order approving the 

employment of CBRE on August 30, 2010.  Order and objection 

periods on the other applications are still pending.  

 On September 7, 2010, Debtor filed its stipulation with Bank 

Midwest N.A. concerning use of cash collateral.  There have been 

no objections to this stipulation, and the Debtor is awaiting the 

Court’s order approving the stipulation.  

 

XVIII. TAX CONSEQUENCES OF PLAN 

 

All required tax reporting has been done on a timely basis, 

including recent tax obligations for 2009 which were just 

completed on September 15.  Proceeding forward, all taxes will be 

maintained current except as referenced in the schedule of 

priority claims for real estate taxes for 3 of the Debtor’s 

assets.  The accelerated debt reduction requirement by Bank 

Midwest may create tax consequences for the Debtor, but is not 

expected to affect creditors.  Parties in interest should contact 

their own tax advisors to determine any tax implications.
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XIX. EFFECT OF CONFIRMATION OF PLAN 

a. General comments 

The provisions of a confirmed Plan bind the Debtor, any entity 

acquiring property under the Plan, and any creditor, interest 

holder, or general partner of the Debtor, even those who do not 

vote to accept the Plan. 

 

The confirmation of the Plan vests all property of the estate in 

the Debtor.   

 

The automatic stay is lifted upon confirmation as to property of 

the estate.  However, the stay continues to prohibit collection 

or enforcement of pre-petition claims against the Debtor or the 

Debtor's property until the date the Debtor receives a discharge, 

if any.  If the Debtor does not seek a discharge, the discharge 

is deemed denied, and the stay as to the Debtor and the Debtor's 

property terminates upon entry of the order confirming the Plan. 

 

b. Discharge of liability for payment of debts; status 

     of liens; equity security holders 

Unless the Debtor is not entitled to receive a discharge pursuant 

to 11 U.S.C.A. 1141(d)(3) (West 2004), the debtor may obtain a 

discharge only upon specific order of the Court.   
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c. Modification of the Plan 

The Proponent may modify the Plan pursuant to 11 U.S.C.A. § 1127 

(West 2004 & Supp. 2006).   

 

d. Post-Confirmation Causes of Action 

To the best knowledge of the Proponent, the estate has the 

following causes of action: a) tax disputes, b) ongoing 

collection actions against various borrowers which may have 

arisen or may arise in the future , c) other actions, if any, 

which are currently being evaluated, including, without 

limitation, avoidance actions, if any. 

The Reorganized Debtor is designated as representative of the 

estate under 11 U.S.C.A. § 1123(b)(3) (West 2004) and shall have 

the right to assert any or all of the above causes of action 

post-confirmation in accordance with applicable law. 

 

e. Final Decree 

Once the Plan has been consummated, a final decree may be entered 

upon motion of the Proponent.  The effect of the final decree is 

to close the bankruptcy case.  After such closure, a party 

seeking any type of relief relating to a Plan provision can seek 

such relief in a state court of general jurisdiction.   
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XX. DECLARATION IN SUPPORT OF DISCLOSURE STATEMENT AND PLAN 

 

I, Stephen Collias, declare under penalty of perjury under the 

laws of the United States of America that the following 

statements are true and based upon personal knowledge. 

 

1. Marc Heenan and I, together with counsel, are the 

individuals who prepared this document.    

 

2. The source of all financial data is Debtor’s books and 

records. 

 

3. All facts and representations in the Plan and Disclosure 

Statement are true to the best of my knowledge. 

 

4. No fact material to a claimant or equity security holder in 

voting to accept or reject the proposed Plan has been omitted.  

 

5. The name of the person(s) who prepared the cash flow 

projections and the other financial documents is Marc Heenan, and 

such person was acting within the capacity of his position as 

Senior Vice President for the Debtor. 
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 BALLOT FOR ACCEPTING OR REJECTING PLAN 
 
 
 
Franklin Pacific Finance, LLLP filed a Plan of Reorganization on 
September 21, 2010.  By this ballot you will decide whether to 
accept or reject this Plan. 
 
The Plan referred to in this ballot can be confirmed by the Court 
and thereby bind you if it is accepted by the holders of two-
thirds in amount and more than one-half in number of claims in 
each class and the holders of two-thirds in amount of equity 
security interests in each class voting on the Plan. 
 
If the requisite acceptances are not obtained, the Court may 
nevertheless confirm the Plan if the Court finds that the Plan 
accords fair and equitable treatment to the class or classes 
rejecting it and otherwise satisfies the requirements of 11 
U.S.C.A. § 1129(b) (West 2004 & Supp. 2006). 
 
 
Check the appropriate line below, which describes your interest: 
 
 
_____ The undersigned, a creditor with an allowed claim in the 
amount of $____________: 
 
 
_____ The undersigned, a holder of a bond in the amount of 
$______________, with a stated maturity date of ____________, 
registered in the name of _____________, and bearing serial 
number(s)________________________________: 
 
 
_____ The undersigned, the holder of _______ shares of 
_____________ (explain type of stock) stock, with a 
certificate(s) No. _______________________: 
 
 
[ ]  Accepts the Plan  
 
[ ]  Rejects the Plan 
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Print or type name:  ___________________________________________ 
 
State which class you are a member of:  _________________________ 
 
Signed:           ______________________________________________ 
 
If appropriate, by: _________________________  as ______________ 
                      
Address: 
 
 
 
 
 
 
 
 
 
 
 
 
 
Return this ballot on or before __________________  to: 
 

Leslie Cohen Law PC 
Attn: Jaime Williams 
506 Santa Monica Blvd. 
Suite 200 
Santa Monica, CA 90401 
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In re: 

FRANKLIN PACIFIC FINANCE, LLLP 
Debtor(s). 

CHAPTER   11 

 
CASE NUMBER  2:10-bk-30727-VZ 

 

This form is mandatory.  It has been approved for use by the United States Bankruptcy Court for the Central District of California. 

January 2009  F 9013-3.1 
 
 
 

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  

 
I am over the age of 18 and not a party to this bankruptcy case or adversary proceeding.  My business address is: 
 

506 Santa Monica Blvd., Suite 200, Santa Monica, CA 90401 
 
A true and correct copy of the foregoing document described DEBTORS PROPOSED DISCLOSURE STATEMENT AND 
PLAN  REORGANIZATION  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: 
 
I.  TO BE SERVED BY THE COURT VIA NOTICE OF ELECTRONIC FILING (“NEF”)

Leslie A Cohen leslie@lesliecohenlaw.com, jaime@lesliecohenlaw.com  

 – 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  9/21/10 I 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: 

Sheri Kanesaka     kanesaka@gmail.com 
Dare Law     dare.law@usdoj.gov 
William D May     dp@srwadelaw.com 
Hal M Mersel     mark.mersel@bryancave.com 
United States Trustee (LA)     ustpregion16.la.ecf@usdoj.gov 

                Stephen R Wade     dp@srwadelaw.com 
  Service information continued on attached page 
 
II.  SERVED BY U.S. MAIL OR OVERNIGHT MAIL(indicate method for each person or entity served):
On     I 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 
 
III.  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    I 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
  Service information continued on attached page 

 completed no later than 24 hours after the document is filed. 

 
 
 
I declare under penalty of perjury under the laws of the United States of America that the foregoing is true and correct. 
 
9/21/10                     J’aime Williams  /s/ J’aime Williams 
Date                                         Type Name  Signature 
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Total
Assets
   Cash and restricted cash $638,762
   Accounts receivable 62,869
   Notes receivable 15,366,212
   Investments in real estate 22,452,881
   Investment in businesses 345,675
   Equipment 249,341
   Other assets 168,809

$39,284,548

Liabilities
   Accounts payable 270,205
   Liability related to restricted cash 490,547
   Other liabilities 312,779

Notes payable
   Notes payable on notes receivable 9,046,730
   Notes payable on real estate 16,092,310
   Note payable on businesses 701,698
   Note payable on equipment 167,089
      Subtotal Notes Payable 26,007,827

27,081,359

Equity
   Opening contributions 350,813
   Additional paid in capital 12,115,034
   Preferred return paid (2,174,400)
   Retained earnings 4,423,182
   Distributions retained earnings (2,619,591)
   Net Income 124,896
   Noncontrolling interests (16,744)

12,203,190

$39,284,549

Total assets

Franklin Pacific Finance, LLLP
Consolidated Balance Sheet

As of December 31, 2009

Total Liabilities and equity

Total Equity

Total liabilities
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Total
Revenue
   Rental and lease income   $2,196,848
   Sale of condominium units 933,984
   Interest income 773,171
   Other income 38,526

$3,942,529
Operating Expenses
   Commerical asset operating expenses 1,403,174
   Cost of Condominium sales 706,483
   Payroll 328,448
   Interest expense on performing notes 283,953
   Office, rent and parking 143,076
   Legal 85,118
   Accounting and tax 86,722
   Contract Labor 44,341
   Insurance 42,783
   Storage 26,896
   License, Permits & Fees 22,773
   HOA fees on condominium units 10,964

3,184,730

$757,799

Non-Operating Expenses
   Interest expense on real estate and equipment 364,143
   Leasing commissions 38,384

402,527

355,272

Other Expenses
   Depreciation 230,376

Net Income 124,896

Net Income before Depreciation

Net Operating Income

Total Operating Expenses

Total Revenue

Total Non-Operating Expenses

Franklin Pacific Finance, LLLP
Consolidated Profit & Loss 

January - December 2009
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Total
Operating activities
   Net Income 124,896

   Adjustments to reconcile Net Income to Net Cash provided by operations:
      Depreciation 230,376
      Accounts receivable (44,671)
      Other assets (88,867)
      Accounts payable 45,504
      Other liabilties 166,767
      Liabilities related to restricted cash 108,845
      Other 3,929

$546,779
Investing activities
      Purchases and additions to real estate (828,160)
      Capitalized costs on non-performing loans (255,768)
      Principal payments on notes receivable    109,348

($974,580)

Financing activities
      Principal additions to notes payable 289,438
      Principal reductions to notes payable (833,672)
      Additional capital contribtions by members 886,726

$342,492

(85,309)
724,071

$638,762

* Restricted Portion 523,035            

Cash at end of period*

Net cash increase for period
Cash at beginning of period

Franklin Pacific Finance, LLLP

Consolidated Statement of Cash Flows
January - December 2009

Net cash provided by operating activities

Net cash provided by investing activities

Net cash provided by financing activities
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Total
Assets
   Cash $1,239,879
   Restricted cash 605,760
   Accounts receivable 84,417
   Notes receivable 14,963,629
   Investments in real estate 22,672,894
   Investment in Aviation Application 1,106,111
      Depreciation (866,052)
   Net Investment in Aviation Application 240,059
   Equipment 249,341
   Other assets 103,147

$40,159,124
Liabilities
   Accounts payable 222,848
   Liability related to restricted cash 625,198
   Other liabilities 156,527

Notes payable
   Notes payable on notes receivable 9,033,458
   Notes payable on real estate 15,973,846
   Note payable on businesses 655,066
   Note payable on equipment 167,089
      Subtotal Notes Payable $25,829,459

$26,834,031

Equity
   Opening contributions 350,813
   Additional paid in capital 11,791,735
   Preferred return paid (2,174,400)
   Retained earnings 4,546,323
   Distributions retained earnings (2,619,591)
   Net Income 1,445,478
   Noncontrolling interests (15,266)

$13,325,093

$40,159,124

Total assets

Franklin Pacific Finance, LLLP
Consolidated Balance Sheet

As of June 30, 2010

Total Liabilities and equity

Total Equity

Total liabilities

Case 2:10-bk-30727-VZ    Doc 105    Filed 09/21/10    Entered 09/21/10 19:37:15    Desc
 Main Document      Page 88 of 103



Total
Revenue
   Rental and lease income   $1,224,592
   Sale of condominium units 193,500
   Interest income 1,273,139
   Other income 122,588

$2,813,819
Operating Expenses
   Commerical asset operating expenses 611,071
   Cost of condominium sales 164,086
   Payroll 178,559
   Interest expense on performing notes 15,389 *
   Office, rent and parking 67,183
   Legal 54,095
   Accounting and tax 16,439
   Contract Labor 8,150
   Insurance 19,933

$1,139,144

$1,674,675

Non-Operating Income (Expenses)
   HOA fees on condominium units 135
   Interest expense on real estate and equipment (116,617)

($116,482)

$1,558,193

   Depreciation 112,715           **

$1,445,478

* - Interest expense is only reflected for the month of January 2010 for BMW & First 
Source assets. As the amount of the expense and probability of the timing of the payments is 
uncertain, we have not accrued amounts for February - June 2010. In addition, it is the 
companies policy to capitalize interest on non-performing assets. All interest paid related to 
those assets is capitalized to the basis of the assets and will be reflected in the gain upon 
exit. 

**Depreciation on some assets is booked at year end in conjunction with preparing tax 
returns.

Franklin Pacific Finance, LLLP
Consolidated Profit & Loss 

January - June 2010

Net Income before Depreciation

Net Operating Income

Net Operating Income

Total Operating Expenses

Total Revenue

Total Non-Operating Expenses
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Franklin Pacific Finance Portfolio 9/21/2010

Basis and Value per Most Recent Appraisals

Est Appraisal
Asset Name Mkt. Value Value Date LTV

Bank Midwest
Drawbridge Inn $7,500,000 $6,700,000 Oct-09 78.0%
Sunset Crossing $5,819,625 $10,450,000 Mar-09 36.4%
Shalamar Apartments (a) $6,300,000 $6,050,000 Sep-09 58.3%
Oak Trail Villas $6,000,000 $3,150,000 Oct-09 96.6%
2nd Street (b) $5,250,000 $2,535,000 Oct-09 126.7%
Villages $1,350,000 $600,000 Oct-09 133.3%
3789 National $950,000 $880,000 Feb-09 75.0%
Metro Cinema $500,000 $639,555 Oct-09 26.1%
Total BMW Portfolio $33,669,625 $31,004,555 65.9%

220 21st Place (WaMu Chase) $1,500,000 $1,600,000 Apr-05 88.6%

Bank Accounts $1,181,181 $1,181,181

Misc Office Furnture $20,069 $20,069
Total Assets Subject to Ch. 11 Filings $36,370,875 $33,805,805

(a)  Per CBRE Broker opinion of value
(b)  SPE not included in the filing. FPF is entitled to 75% of the profit. 
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Franklin Pacific Finance 
Liabilities

Bank Midwest   $20,440,560.00

Washington Mutual $1,401,547.00
Richardson ISD Tax Office and Dallas County Tax Office $127,546.00
Colette Franklin Tax Assessor $51,749.99
Kenton County and City of Fort Mitchell $147,534.00 * Disputed
Unsecured Claims (See attached) $80,258.89
Total: $22,249,195.88
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FPF Unique Qualifications 
 
FPF is uniquely qualified to manage the portfolio based upon the successful track record of the 
firm and its key officers and its intimate familiarity with the specific assets and the issues related 
to them.  FPF has owned and managed the assets within the portfolio since 2005.  In regards to 
real property, FPF has become an expert in the specific product types, the geographic 
submarkets and the most capable third-parties (brokers and property mangers) of each property.  
In regards to loans and leases, FPF has built strong relationships with its Borrowers and Tenants 
that make it the best manager of such property.  Its understanding of the tenants their issues are 
critical to keeping a current payment stream. 
 
Commencing in 1994 with KWP Financial and currently at Franklin Pacific Finance, Mr. Collias as 
manager has never posted a loss on an annual basis. FPF acquires distressed commercial real 
estate loans from financial institutions and the Federal Government.  The challenges of this 
business usually include the foreclosure of real estate, the curing of problems including but not 
limited to completion of construction, environmental remediation, leasing and marketing and 
ultimately the successful sale of the asset.  
 
A bio of the officers of FPF is found below: 
 
Stephen J. Collias, President 
 
Mr. Collias founded Franklin Pacific Finance in November of 2004.  Previously, he founded KWP 
Financial in 1994 to capitalize on the failed S&Ls of late 1980’s.  As President, he grew the 
company’s portfolio to over $135MM in debt obligations.  Prior to KWP, Mr. Collias served as VP-
Development for Pacific West and as President of S.J. Collias Co., his own industrial 
development firm. Previously, Mr. Collias served as Project Manager of Emkay Development 
based in Phoenix, a Morrison Knudsen subsidiary.  Mr. Collias received his BA in Finance from 
Boise State University. 
 
Marc P. Heenan, Senior Vice President 
 
Mr. Heenan joined FPF in 2005 and has worked with Mr. Collias since 1999. Mr. Heenan’s 
primary responsibilities include new deal sourcing, underwriting, bank reporting, loan servicing, 
asset management (loans and REO) and closings.  At KWP Financial (1999-2004), Mr. Heenan 
helped purchase and manage over $45MM of loans (principal balance).  Prior to KWP, he served 
as a financial analyst for global investment banking firm Merrill Lynch. Mr. Heenan holds an MBA 
from the Anderson School of Business at UCLA and a BA from UCLA. 
 
If you need more FPF see below: 
 
FPF was co-founded in 2004 as a Nevada Limited Liability Limited Partnership (LLLP) between 
Gary L. Hall and Stephen J. Collias.   
   

• Mr. Collias, President of FPF developed a 20-year track record of success with the first 
10-years devoted to Arizona real estate development and the second phase as President 
of KWP Financial, a Kennedy Wilson subsidiary.   

 
• At KWP, Mr. Collias was directly responsible for the acquisition and recovery of $135MM 

of note obligations purchased for $66MM. This portfolio generated revenues of $30MM 
and net profit of $17MM.    

 
• At KWP, Mr. Collias was able to secure a $30MM Senior Credit facility from Wells Fargo 

Foothill. 
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• FPF has invested $38.0MM in its first 26 months, purchasing 40 loans, originating four 
loans and directly investing in five real estate investments.  

 
• To date, FPF has collected $22.0MM with Expected Remaining Collections (ERC) of 

$37.3MM 
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