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ARTICLE |
INTRODUCTION

On May 14, 2010 (the “Filing Date”), Pioneer Village Investments, LLC, an Oregon
limited liability company (the “Debtor”) filed a voluntary petition for relief under Chapter 11 of
Title 11 of the United States Code (the “Bankruptcy Code”) with the United States Bankruptcy
Court for the District of Oregon.

‘ The Debtor filed a Plan of Reorganization dated September 17, 2010 and ana First
Amended Plan of Reorganization on October 12, 2010 (the “Plan”). Pursuant to Section 1125 of

‘ the Bankruptcy Code, Debtor hereby submits this FistSecond Amended Disclosure Statement
(the “Disclosure Statement”) relating to the Plan, for the resolution of the outstanding Claims
againgt, and Interests in, the Debtor.

Debtor provides this Disclosure Statement to provide adeguate information about the
Plan so that Claimants and Interest Holders can make an informed judgment about the Plan, and
vote either for or against it.

The Plan summary and statements made in this Disclosure Statement are qualified in
their entirety by reference to the Plan (a copy of which is served herewith).! Capitalized terms
not otherwise defined in this Disclosure Statement are defined in Article |1 of the attached Plan.

All of the representations concerning the Debtor, the events leading to the
commencement of the Chapter 11 Case, and the events which have taken place during the
Chapter 11 Case have been based on the Debtor’s initial records and the Debtor’s observations
and conclusions. Such representations have not been independently verified by the Court or the

U.S. Trustee.

! Capitalized terms not defined herein shall have the meaning ascribed to them in the Plan.
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This Disclosure Statement is based upon information available as of September 17, 2010,
and does not reflect events that may occur subsequent to that date, which may have a material
impact on the information contained in this Disclosure Statement.

ALTHOUGH DEBTOR'S PROFESSIONAL ADVISORS HAVE ASSISTED IN THE
PREPARATION OF THIS DISCLOSURE STATEMENT BASED UPON FACTUAL
INFORMATION AND ASSUMPTIONS PREVIOUSLY PROVIDED BY THE DEBTOR, THE
PROPONENTS PROFESSIONAL ADVISORS HAVE NOT INDEPENDENTLY VERIFIED
THE INFORMATION SET FORTH IN THIS DISCLOSURE STATEMENT AND MAKE NO
REPRESENTATIONS OR WARRANTIES AS TO SUCH INFORMATION. SUCH
PROFESSIONAL ADVISORS DO NOT REPRESENT OR WARRANT THAT THIS
DISCLOSURE STATEMENT IS COMPLETE OR IS FREE FROM INACCURACY OR

OMISSION.

CAUTIONARY STATEMENT

CERTAIN INFORMATION INCLUDED IN THIS DISCLOSURE STATEMENT
CONTAINS FORWARD-LOOKING STATEMENTS WITHIN THE MEANING OF THE
SECURITIES ACT OF 1933, AS AMENDED, AND THE PRIVATE SECURITIES
LITIGATION REFORM ACT OF 1995, AS AMENDED.

SUCH FORWARD-LOOKING INFORMATION IS BASED ON INFORMATION
AVAILABLE WHEN SUCH STATEMENTS ARE MADE AND IS SUBJECT TO RISKS
AND UNCERTAINTIES THAT COULD CAUSE ACTUAL RESULTS TO DIFFER
MATERIALLY FROM THOSE EXPRESSED IN THIS DISCLOSURE STATEMENT.

i
i
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A. Summary of Classification and Treatment.

Detailed elsewhere in this Disclosure Statement is a description of the technical aspects
of the classification of Claims and Interests, the methodology as to how such property is to be
distributed, the risks inherent in the proposed Plan, and the applicable bankruptcy and tax
consequences of the proposed liquidation. However, a broad overview of what Claimant and
Interest Holders are likely to receive under the Plan; can be helpful.

The following is a summary of the classification of all Claims and Interests under the
Plan and the proposed treatment of each such Class under the Plan. This summary is qualified in
its entirety by reference to provisions set forth in the Plan, the terms of which are controlling.

DESCRIPTION AND TREATMENT OF CLAIMS; BALANCE SHEET

The accompanying First Amended Plan of Reorganization dated October 12, 2010

describesin detail how all claims will be treated under the proposed Plan.

ARTICLE Il
THE DEBTOR AND ITSOPERATIONS

The Debtor was formed in August 2004 as alimited liability company. Currently, it hasa
number of members. The Debtor operates a continuing care retirement facility located at
805 No. 5" St., Jacksonville, OR 97530 (the “Facility”). The Debtor continues its operation
since the filing date and maintains all the appropriate licenses required for the care levels which
it provides.

The Debtor is managed by Farmington Centers, Inc. (“FCI”), which was formed in 1989
to manage the assisted living and retirement facilities owned by various partnershipsin which the
principals of FCI were the general partners, such as the Debtor. Jeff Chamberlain is a 60%
owner of stock in FCI and heis also a 50% owner of Excelsior Development Company, LLC, the
holder of a 10.97% preferred ownership interest and a 20.94% non-preferred ownership interest

in the Debtor. Ted Chamberlain, the brother of Jeff Chamberlain, holds the other 50% interest in
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Excelsor Development Company, LLC. Currently, FCI manages 14 facilities or campuses in
Oregon, Washington and Idaho. The Debtor employs an on-site administrator. This
administrator has responsibility for budgeting, marketing accounting and operationa policies and
procedures established by FCI. FCI would continue to manage the Debtor post-confirmation.

REASONS FOR DEBTOR’SFINANCIAL DISTRESS; ACTIONSTAKEN OR TO BE
TAKEN TO REMEDY PROBLEMS
Debtor’s facility was built in 2005 and 2006, approximately the same time as two other

comparable quality facilities were constructed in the Rogue Valley. Essentially the market was
overbuilt, which delayed all the facilities ability to reach the stabilization rate desired for such
operations. The subsequent economic recession which began in 2007 impaired the ability of
many seniors to sell their personal residences and move to a facility such as the Debtor's.
Finally, the Debtor determined in late 2009 that its mix of independent living and assisted living
units did not match the needs of parties seeking to move, and converted twenty-one rooms to
assisted living unitsin early 2010 which is producing a higher room rate return to the Debtor and
is expected to continue. The Debtor may convert additional rooms to assisted living as needed.

ARTICLE |11
THE CHAPTER 11 CASE

The Debtor's Chapter 11 Case was filed on May 14, 2010. It is pending before the
Honorable Frank R. Alley, 111, United States Bankruptcy Judge.

On or about April 12, 2010, PremierWest commenced an action against the Debtor in the
Jackson County Circuit Court, State of Oregon, due to the Debtor’s alleged default under the
PremierWest trust deed and the other loan documents the Debtor entered into with PremierWest,
seeking, among other things, the judicial foreclosure of the PremierWest trust deed.

On PremierWest’s motion, the Jackson County Circuit Court issued an Order to Show

Cause why a Receiver should not be appointed for the Facility for the purpose of operating and
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managing the Facility. No Receiver was appointed, due to the commencement of this
bankruptcy case on May 14, 2010.

By order of the Bankruptcy Court, Jordan Schrader Ramis, PC was authorized to act as
bankruptcy counsel for the Debtor. On or about June 10, 2010, the United States Trustee
appointed the Office of the Long-Term Care Ombudsman for the State of Oregon as Patient Care
Ombudsman. A statutory committee of unsecured creditors has been appointed in the
Debtor’s Chapter 11 Case.

The deadline for al non-governmental creditors to file proofs of claim against the
Debtor’ s estate iswas October 5, 2010.

On June 4, 2010, the Bankruptcy Court entered an interim order authorizing the
Debtor’'s use of cash collateral and granted PremierWest adequate protection in connection
therewith. On July 12, 2010, the Bankruptcy Court entered a final order authorizing the
Debtor’ s use of cash collateral.

On September 17, 2010, the Debtor filed its initial plan of reorganization and disclosure
statement with the Bankruptcy Court.

ARTICLE IV
SUMMARY OF THE PLAN

THE SUMMARY OF THE PLAN SET FORTH BELOW IS QUALIFIED IN ITS
ENTIRETY BY REFERENCE TO THE PROVISIONS SET FORTH IN THE PLAN,
THE TERMSOF WHICH CONTROL.

A. General.

1. Brief Explanation of Chapter 11.

Chapter 11 is the principal business reorganization chapter of the Bankruptcy Code.
Under Chapter 11, a debtor is authorized to reorganize or liquidate its business for the benefit of

its creditors and interest holders. Upon the filing of a Chapter 11 petition and during the
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pendency of the case, the Bankruptcy Code imposes an automatic stay of al attempts to collect
on Claims against the Debtor and to enforce Liens against the Debtor’ s property.

Confirmation and consummation of a plan of reorganization or liquidation is the principal
objective of a Chapter 11 case. In general, a plan divides the Claims againgt, and interestsin, a
debtor into separate classes and allocates plan distributions among those classes. If the legal,
equitable and contractual rights of a class are unaffected by the plan, such class is considered
“unimpaired.” All unimpaired classes are deemed to have accepted the plan and, therefore, are
not entitled to vote. Bankruptcy Code Section 1126(g), on the other hand, provides that all
classes of claims and interests that do not receive or retain property under the plan on account of
such claims or interests are deemed to have rejected the plan and are, likewise, not entitled to
vote. All other classes of claims and interests are considered “impaired” and are entitled to vote
to accept or reject the plan.

Under the Bankruptcy Code, acceptance of the plan is determined by class; therefore, it is
not required that each holder of a claim or interest in an impaired class vote in favor of the plan
in order for the bankruptcy court to confirm the plan. Generally, each impaired class must vote
to accept the plan; however, the bankruptcy court may confirm the plan in certain circumstances
without the acceptance of all impaired classes if at least one (1) impaired class votes to accept
the plan and certain other statutory tests are satisfied. A further explanation of the requirements
of confirmation if an impaired class rejects the plan is set forth below in this Disclosure
Statement. Many of these tests are designed to protect the interests of creditors and interest
holders who either do not vote or reject the plan but who nonetheless would be bound by the plan
if itis confirmed by the bankruptcy court.

1

| PAGE 7 - FIRSTSECOND AMENDED DISCLOSURE JORDAN SCHRADER RAMIS PO
STATEMENT RELATING TO FIRST Two Centepoinc Dr 6" i
AMENDED PLAN OF REORGANIZATION  Teiephone: (509) 556.7070 Fox. (202) 598-7373

FILED BY DEBTOR 50743-38505 Compare Result 2.OCX\CED/1/26/2011



Case 10-62852-frall Doc 125 Filed 01/26/11

2. Acceptance of the Plan

As a condition to confirmation, Bankruptcy Code Section 1129(a) requires that: (a) each
impaired class of claims or interests votes to accept the plan; and (b) the plan meets the other
reguirements of Section 1129(a). As explained above, classes that are unimpaired are deemed to
have accepted the plan and, therefore, are not entitled to vote and classes that do not receive or
retain any property under the plan are deemed to have rejected the plan and are likewise not
entitled to vote. Accordingly, acceptances of the Plan are being solicited only from those parties
who hold Claims or Interests classified as impaired Classes that are to receive Distributions
under the Plan.

An impaired Class of Claims will be deemed to have accepted the Plan if holders of at
least two-thirds in dollar amount and more than one-half in number of Claimsin such Class who
cast timely ballots vote to accept the Plan. An impaired Class of Interests will be deemed to
have accepted the Plan if the Plan is accepted by Interest Holders holding at least two-thirds in
dollar amount of the allowed Interests in such class who cast timely ballots vote to accept the
Plan.

Holders of Claims or Interests who do not timely vote on the Plan are not counted for
purposes of determining acceptance or rejection of the Plan by any impaired Class of Claims or
Interests.

3. Classfication of Claims and Interests Generally

Bankruptcy Code Section 101(5) defines a Claim as. (a) a “right to payment, whether or
not such right is reduced to judgment, liquidated, unliquidated, fixed, contingent, matured,
unmatured, disputed, legal, equitable, secured or unsecured”; or (b) a “right to an equitable

remedy for breach or performance if such breach gives rise to aright to payment, whether or not
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such right to an equitable remedy is reduced to judgment, fixed, contingent, matured, unmatured,
disputed, undisputed, secured or unsecured.”

Bankruptcy Code Section 1123 provides that a plan shall designate classes of claims
against, and interestsin, a debtor. Bankruptcy Code Section 1122 further requires that each class
of claims and interests contain only claims or interests that are “substantially similar” to each
other. It is possible that a holder of a Claim or Interest may challenge such classification and
that the Bankruptcy Court may find that a different classification is required for the Plan to be
confirmed. In such event, the Debtor would, to the extent permitted by the Bankruptcy Court,
modify the classifications in the Plan as required and use the acceptances received in this
solicitation for the purpose of obtaining the approval of a Class or Classes of which the accepting
holder is ultimately deemed to be amember. Any such reclassification could adversely affect the
Class of which such holder was initially a member, or any other Class under the Plan, by
changing the composition of such Class and the vote required of that Class for approval of the
Plan. Furthermore, a reclassification of Claims or Interests could necessitate a resolicitation of
votes.

B. Classification and Treatment of Claims and I nterests Under the Plan

The following describes the classification of Claims and Interests under the Plan and the
treatment that holders of Allowed Claims and Allowed Interests are to receive if the Plan is
confirmed and becomes effective. A Claim or Interest is classified in a particular Class only to
the extent that the Claim or Interest fits within the description of that Class and is classified in a
different Class to the extent that any remainder of the Claim or Interest fits within the description
of such different Class. In the event of a controversy as to whether a Class of Claims or Interests

isimpaired, the Bankruptcy Court shall, after notice and a hearing, determine such controversy.
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1. Unclassified Claims

Administrative Expense Claims are not classified under this Plan in accordance with
Section 1123(a)(1) of the Bankruptcy Code. All Allowed Administrative Expense Claims shall
be paid (a) in Cash in full from the Distribution Fund upon the later of the Effective Date and the
date upon which the Court enters a Final Order allowing such Administrative Expense Claim or
as soon thereafter as is practicable, or (b) upon such less favorable terms as may be agreed
between any holder of such Administrative Expense Claim (both in terms of timing and amount
of such Administrative Expense Claim) and the Plan Administrator.

All Claims for professional fees and all fee applications of Professional Persons shall be
filed no later than thirty (30) days from the Confirmation Date. Any party in interest shall have
the right to object to any Professional Persons’ fees and expenses.

2. Class1 —Priority Claims

Class 1 consists of Priority Claims. As of the date of filing of this Plan, eleven
(11) Priority Claims were listed on the Debtor’s Schedules, consisting of the priority portions of

matured and payable, and accrued but not yet payable, Entry Fee Deposit refunds:_of $2,425

each. Class 1 is not impaired under the Plan and holders of Priority Claims are not entitled to
vote on the Plan.

3. Class 2 —PremierWest Secured Claim

Class 2 consists of the PremierWest Secured Claim. Class 2 isimpaired.
Pending payment in full, and except as modified by the Plan, PremierWest will
retain al of its liens and encumbrances (including the PremierWest trust deed) securing the

PremierWest Claim and the terms and provisions of the loan documents, including but not
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limited to financial reporting and inspections, shall remain in full force and effect. Premier\West

Actions by Premier West. In addition to the action commenced in Jackson

County, PremierWest filed an action against the principals of Excelsior and Farmington Centers,

Inc. The Debtor seeks an injunction to prevent continuing those actions upon confirmation of the

Plan (and will subordinate any claims of Excelsior or Farmington Centers, Inc. to all other

claimants under the Plan) in order to assure the management and investors in the Debtor are not

hindered in their ability to provide management services and/or potential future infusions of

cash. If the Court does not enjoin that action, PremierWest could become the holder of the

membership interest of a substantial portion or all of the membership interest in the Debtor, after

which it could then seek to take a different course of action. Premier West has further asserted

that it holds an assignment of management rights from Farmington Centers, Inc., entitling it to

payments that otherwise would be payable to Farmington. To the extent cash flow has not

supported the payment of that management fee, Farmington Centers, Inc. has not collected it

during the course of the bankruptcy case. The Debtor believes that following confirmation,

payments to PremierWest in accordance with the Plan would preclude its asserting a right to the

management fees. Finally, Farmington Centers principals or the Debtor may be subject to

claims regarding the use of the entrance fee deposits received by the Debtor. A lawsuit is

pending against Farmington Centers as a result of claims made by residents of an unrelated entity

for entrance fees paid under similar language to that utilized in this case. No such action has

been commenced against the Debtor and it is unclear what, if any, result would come from such

aclam.
i
i
1
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i
i

4, Class3—Hein Trust

Class 3isimpaired under the Plan.

A. The survivor, Mrs. Helen Hein, shall continue to receive theright of « - - - { Formatted: Indent: First line: 1.48"

occupancy of her unit at a current cost of $3,421 per month as an offset against the payments due

under the Note of $3,932. The difference will be added to the principal as outlined in paragraph B.

B. Any differential between the amount payable pursuant to the Hein
Note and the costs that are incurred by her shall be added to the principal due under the Hein
Note. On termination of her occupancy, if not previously paid by sale or refinance, interest shall
continue to be paid at 5.25% per annum until the fifth anniversary date of the Effective Date at
which time the balance shall be paid in full.

5. Class 4 — Resident Entrance Fee.

The non-priority portion of these Claims shall be paid from a reserve account
consisting of the available excess cash after monthly payments as may be required to Classes 2, 3
and 8. Payments will be made semi-annually on those claims which are then payable on a pro-

rata basis: in excess of a minimum of $50,000 going forward. Any balance due shall be paid

from the refinance or sale of the Property—These-payments, if that sale is consummated. The

Debtor proposes to allocate $100,000 from new financing to pay those claims due in-calendar

year-2010-shaltthrough the date of confirmation; otherwise they will be paid frem-the-sale-of-in

accordance with the Cettagessemi-annual payments. Those residents who continue to reside

with the Debtor but entitled to arefund of afee upon vacating will be added to the pool sharing
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the payments pursuant to the contract provision requiring payments within two years after
vacation.
1
1

6. Class 5 —General Unsecured Claims.

Class 5 consists of General Unsecured Claims not otherwise classified.

A. The Class 5 claims shall be paid in full 13 days after the Effective

Date.

Based upon review of the Schedules and the Claims Register maintained by the
Bankruptcy Court for the Chapter 11 Case, it appears that the Face-Ameuntface amount of the
General Unsecured Claims is a maximum of $631.06.

L

7. Class 6 — Excelsior Claim.

Class 6 consists of the Excelsior Claim._Class 6 is impaired by the Plan.

The Class 6 claim shall not receive any payments at Confirmation but
shall be paid as the reorganized Debtor determines it is able to pay, only after classes 1 through
‘ 4 and 8 arepaidin full. The claim will continue to be unsecured.

8. Class 7 — Subordinated Unsecured Claim of FCI.

Class 7 isimpaired by the Plan.
The reorganized Debtor shall pay the allowed Class 7 claims in cash as

‘ the reorganized Debtor determinesit is able to pay, only after classes 1 through 4 and 8 are paid

infull.
9. Class 8 — Property Tax Claim.
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Class 8 isimpaired by the Plan.
Class 8 consists of the real and personal property taxes owed to Jackson County.

The real property taxes may-for 2008-9 will be paid from the sale-ef-the-Cettages:-proposed exit

loan. The Debtor will pay the personal_property taxes and future real property taxes when due,

and will pay $5,000 per month toward all prior real property taxes.

10. Class9Interests
Class 9 consists of the Ownership Interests in the Debtor . Class 9 isimpaired.
For purposes of the Plan, each holder of a member interest is entitled to vote on the Plan.
A. All equity interests shall retain their interest unaltered by the Plan,
but shall receive no payments on confirmation.
B. Those members electing to contribute additional capital shall be
granted preferred ownership interests with priority over the other Interest Holders.

L

ARHCLEV
C. Any and all advances owed to Interest Holders shall be repaid only

after payment of all other classes of claims to funding of the Plan. The Debtor has received

contributions from interest holders who elected to make additional contributions to the Plan in

excess of $100,000. In addition, the Debtor proposes to borrow up to $500,000 from John

Tennant, an investor in other facilities managed by Farmington Centers, Inc. The funds

advanced shall be used for payment of any and all expenses and obligations owed upon

confirmation, to fund the initial payment to entrance fee deposit holders, to pay the 2008-9 real

property taxes, and a reserve for potential emergency matters which may arise in the future.

The proposal will be based upon a motion to be filed with the court, would grant a priming loan
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to Mr. Tennant for that purpose, with interest deferred for one year and payable interest only

thereafter to be repaid upon sale or refinancing the facility within five years.

ARTICLEV
CONDITIONSAND MEANS FOR CONSUMMATION OF PLAN

1. Conditions Precedent to the Effectiveness of Plan

The Effective Date will occur only if (1) the Confirmation Order shall have been
entered and become a Final Order; or (2) if atimely appeal of the Confirmation Order isfiled but
no stay of the Confirmation Order is obtained. The Effective Date shall be the first Business
Day on which all foregoing conditions have been satisfied.

2. Funding of the Plan

On or before the hearing on confirmation, Debtor will have received escrow-deposits of
$100,000 from those members electing to make additional contributions and obtain proceeds of
the Tennant loan sufficient to enable it to make all of the initial payments required under the Plan

to be made at closing.

A. Objectionsto Claims

The Plan provides that Debtor may file objections to claims: within 60 days of entry of

the Confirmation Order.

B. Resolution of Disputed Claims

The Plan provides that Disputed Claims shall be divided into two (2) portions: the “Non-
Disputed Portion” and the “Disputed Portion”. The Reorganized Debtor shall make
Disbursements on account of the Non-Disputed Portion of a Disputed Claim in accordance with

Plan provisions for payment of a Claim in its Class and pay the balance that would be due on the
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disputed portion into a reserve account pending alowance or disalowance of the disputed
portion.

HiH

C. Allowance of Disputed Claims

The Plan provides that if any Disputed Claim becomes an Allowed Claim, the
Reorganized Debtor shall make Distributions to the holder of the Disputed Claim on that portion
of the Disputed Claim equal to the difference between the amount then due of that Allowed
Claim pursuant to the Plan less the amount previously paid to said Claimant on the Non-
Disputed Portion of its Claim, if any, plus interest actually earned on the amount to be distributed
to such Claimant from the Disputed Claim Reserve.

D. Distribution

1 Payment Dates

Whenever any payment or Distribution to be made under the Plan shall be due on a day
other than a Business Day, such payment of Distribution shall instead be made, without interest,
on the next Business Day.

2. Manner of Payments Under the Plan

Payments made pursuant to the Plan shall be made in Cash, by check drawn on a
domestic bank or wire transfer from a domestic bank, or as otherwise provided by the Plan.
Payments to other Classes shall be made at closing or as soon as practicable thereafter.
Payments to be made from Sale proceeds if there is an auction will be made from the
Distribution Fund by the Plan Administrator as soon as practicable after closing of the Sale.

3. Unclaimed Distributions
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In the event that any Distribution under the Plan remains unclaimed for a period of three
months after such Distribution has been made (or after such delivery has been attempted) in
accordance with the Plan to a holder entitled thereto, such Unclaimed Distribution shall be
deemed forfeited by such holder, whereupon all right, title and interest in and to such Unclaimed
Distribution will immediately and irrevocably re-vest with the reorganized Debtor or the Plan
Administrator, as the case may be, and that party will thereafter be empowered to take whatever
steps may be reasonably necessary to exercise control over the Unclaimed Distribution. The
Unclaimed Distribution shall be paid to the next junior Class which remains unpaid.

E. Provisions Concer ning Property

As of the Effective Date, all Assets shall be transferred to the reorganized Debtor free and
clear of al Liens, Claims, and Interests except as provided by the Plan.

F. Transfer Taxes

There will be no Transfer Taxes owed on any transaction in connection with or in
contemplation of the Plan.

ARTICLE VI
RISKSAND ALTERNATIVES

A. Risks Under the Plan

There is arisk that the Occupancy will not rise and there will be insufficient operating

proceeds to fund ongoing payments under the Plan. Attached as Exhibit A, dated January 25,

2011, are the projected receipts and disbursements of the Debtor, in detail for years one and two

of its proposed post-reorganization operation and summed for years three to five. The Debtor’s

numbers reflect its actual occupancy at the date of filing of the Amended Disclosure Statement at

77 units, and the anticipated move in of an additional six (6) unitsin 45 days. Based on this rate,

| PAGE 17 — FIRSTSECOND AMENDED DISCLOSURE JORDANA%%T,]@SD&E'E&SVAM'S PC
STATEMENT RELATING TO FIRST Two Centerpointe Dr 6 Fir
Lake Oswego OR 97035

AMENDED PLAN OF REORGANIZATION Telephone: (503) 598-7070 Fax: (503) 598-7373
FILED BY DEBTOR 50743-38505 Compare Result 2.OCX\CED/1/26/2011



Case 10-62852-frall Doc 125 Filed 01/26/11

Debtor projects rents will be stabilized by August of 2011. Debtor will file an objection to

PremierWest’s claim to further attempt to reduce the amount due to PremierWest.

B. Alternatives

Alternatives to the Plan include dismissal of the case, conversion of the case to a case
under Chapter 7, or adoption of adifferent plan.

If the case is dismissed, creditors may assert and enforce their claims against Debtor by
any method alowed by law. Secured creditors may foreclose their security interests and
creditors may obtain judgments and levy execution on unencumbered assets.

If this case is converted to a Chapter 7 case, a trustee will be appointed to liquidate
Debtor’ s assets for the benefit of the estate. Costs of liquidation, secured claims (with respect to
the specific collateral liquidated), administrative claims and priority claims will have to be paid
in full before any payments to unsecured creditors can be made.

Exhibit AB shows the Debtor’ s estimate of the probable results if the Debtor is liquidated
in a Chapter 7 case, including the lack of any funds to pay unsecured claims and the anticipated
percentage dividend to unsecured creditors. Debtor believes that if the Debtor is liquidated in a
Chapter 7 case, holders of general unsecured claims will receive no payment of their claims,
while under the Plan, unsecured creditors will receive 100% of their claims over time.

ARTICLE VII
OTHER PROVISIONSOF THE PLAN

1. Executory Contracts and Unexpired L eases

All executory contracts and unexpired leases of the Debtor not previously rejected by
operation of law or by Court order and not the subject of a motion to reject filed prior to the

Confirmation Date shall be deemed to be automatically assumed by the Reorganized Debtor. All
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tenant lease agreements are specifically assumed and will be continued. The Confirmation Order

shall constitute a Court order approving such assumptions pursuant to the provisions of sections
365 and 1123(b)(2) of the Bankruptcy Code. Each contract or lease that is assumed pursuant to
this Plan shall be deemed to include al modifications, amendments, supplements, restatements
or other agreements made directly or indirectly by any agreement, instrument or other document
that in any manner affects such contract or lease (but excluding any of the foregoing that is not in
writing and that purportedly limits, restricts or impairs the Debtor’s rights or benefits under the
written documents that evidence such contract or |ease).

Prior to confirmation, the Debtor may designate executory contracts and leases (the
“Designated Contracts’) of the Debtor for assumption.

2. Causes of Action

The Plan provides that, except for claims released by the Plan, the Debtor retains, all
rights, claims, and causes of action that have been or may be commenced by the Debtor
including, but not limited to, those arising out of Sections 544 through 550 of the Bankruptcy
Code or any similar provisions of State Law or any statute or legal theory.

3. Retention of Jurisdiction

The Plan provides that, notwithstanding Confirmation, the Bankruptcy Court shall retain
jurisdiction for the following purposes:

@ To hear and determine any dispute relating to the Plan or any property
described in the Plan and to enforce its provisions.

(b)  To hear and determine al issues arising out of any motions, applications,
adversary proceedings or contested or litigated matters in the Chapter 11
Case pending at the Confirmation Date or commenced thereafter.

(©) To order recovery of any assets of the Debtor, whether title is presently
held in the name of the Debtor or athird party.
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To hear and determine al issues relating to any purchases, sales or
contracts made or undertaken by the Debtor during the pendency of the
Chapter 11 Case.

To hear and determine al objections to Claims and al controversies
concerning classification, allowance, valuation, liquidation, estimation,
satisfaction, subordination, re-characterization or reclassification of
Claims.

To make orders allowing amendment of the schedules filed in the Chapter
11 Case for any purpose including, without limitation, to prosecute
objections to Claims not previously listed as disputed, contingent or
unliquidated.

To hear and determine al applications for compensation of Professional
Persons and reimbursement of expenses arising out of or relating to the
case or any Claims.

To hear and determine any and all motions to abandon property of the
Debtor’ s Estate.

To make such other orders or give such directions as permitted by Section
1142 of the Bankruptcy Code.

To consider and order any modifications or amendments requested to the
Plan.

To remedy any defect or omission or reconcile any inconsistency in the
Plan or the Confirmation Order in such manner as may be necessary or
desirable to carry out the purposes and intent of the Plan.

To enforce all orders previously entered by the Bankruptcy Court.

To determine such other matters as may be provided for in the
Confirmation Order or as may be authorized under the Bankruptcy Code.

4. Enforcement Injunction. The Confirmation Order shall act as an injunction (the

“Enforcement Injunction”) to stay and restrain from taking any of the following actions

against the Affiliates (Affiliates Excelsior Developments, Farmington Centers, Inc., and all

interest holders in the Debtor) or against property in which the Affiliates hold an interest, on
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account of any judgments, claims or causes of action that arise out of or relate to Claims

against the Debtor or the Estate, including without limitation, the suit filed by PremierWest

Bank in Jackson County Circuit Court for the state of Oregon bearing case number 101593E3,

designated an “Enjoined Claim”; (a) commencing or continuing in any manner any such

Enjoined Claim against one or more of the Affiliates; (b) enforcing, attaching, collecting or

recovering in any manner any judgment, award, decree, or order on account of an Enjoined

Claim; or (c) creating, perfecting, or enforcing any lien or encumbrance on account of an

Enjoined Action. The Enforcement Injunction shall continue in effect until the earliest to

occur of the following:

(a) al of the payments required to be made under this Plan have been paid, and

al Allowed Claims have been fully satisfied pursuant to the terms of this Plan,

at which time the Enforcement Injunction shall be terminated; or

(b) the Reorganization Case is dismissed or converted to a proceeding under

Chapter 7. Additionally, in the event that Debtor isin payment default under

this Plan, and such default is not cured within twenty (20) business days after

written notice to the Debtor and to the Affiliates, the affected Creditor or

party-in-interest may move the Court for an order terminating the

Enforcement Injunction on account of such payment default.

Notwithstanding any language to the contrary elsewhere in this Plan, nothing in this Plan

shall enjoin any governmental agency, including but not limited to the Internal Revenue Service

and the Oregon Department of Revenue, from the assessment upon, or collection from any third

party, including but not limited to the Affiliates, for unpaid trust fund taxes of the Debtor.

ARTICLE VIII
VOTING INSTRUCTIONS AND CONFIRMATION OF PLAN
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A. Classes Impaired Under the Plan

This Disclosure Statement as well as the Plan should be read in its entirety. Classes 2, 3,
6, 7, 8 and 9 are the impaired Classes entitled to vote to accept or reject the Plan.

Bankruptcy Code Section 1124 provides generally that a Class is impaired if the lega,
equitable or contractual rights of the Claims or Interests in that Class are dtered. Under the
Bankruptcy Code, any holders of Claims or Interests in Classes that are “impaired” under the
Plan are entitled to vote to accept or reject the Plan, unless such Class neither receives nor retains
any property under the Plan (in which case such Classis deemed to have rejected the Plan).

Any controversy as to whether any Claim or Interest Holder or Class of Claims or
Interest Holders is impaired under the Plan shall, after notice of any hearing, be determined by
the Bankruptcy Court.

B. Claim Holders Entitled to Vote

Subject to the exceptions provided below, any holder of a Claim whose Claim isimpaired
under the Plan is entitled to vote if either (i) its Claim has been scheduled by the Debtor and such
Claim is not scheduled as disputed, contingent or unliquidated, or (ii) such Claim holder hasfiled
aproof of claim.

A holder of a Disputed Claim is not entitled to vote on the Plan unless such Claim is
temporarily alowed by the Debtor or an order of the Bankruptcy Court in an estimated amount
which it deems proper for the purposes of voting to accept or reject the Plan. In other words,
only holders of Allowed Claims or Interests may vote to accept or reject the Plan. A Claim or
Interest to which an objection has been filed by the Debtor or any other party-in-interest, or a
Claim (i) which is listed on the Debtor's Schedules or Amended Schedules as disputed,

unliquidated or contingent, and (ii) with respect to which a superseding proof of claim has not
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been filed, is not an Allowed Claim for voting purposes, unless the Claim is settled by agreement
or the Bankruptcy Court alows the Claim (in whole or in part) by Final Order. Upon request of
a party-in-interest, the Bankruptcy Court may temporarily allow or estimate a Disputed Claim or
Interest for the purpose of voting on the Plan. Ballots cast in respect of claims other than
Allowed Claims will not be counted. In addition, a vote may be disregarded if the Bankruptcy
Court determines that the acceptance or rejection of the Plan by the creditor is not solicited or
procured in good faith or in accordance with the provisions of the Bankruptcy Code.

C. Vote Required for Class Acceptance

Section 1126(c) of the Bankruptcy Code defines acceptance of a plan by a Class of
Impaired Claims as acceptance by at least two-thirds (2/3) in dollar anount and more than one-
half (1/2) in number of holders of Allowed Claimsin that Class who cast ballots.

D. Confirmation Procedures

In order for the Plan to be confirmed by the Bankruptcy Court, al of the applicable
reguirements of Bankruptcy Code Section 1129 must be met. These include, among others,
requirements that the Plan: (i) is accepted by all impaired Classes or, if rejected by an impaired
Class, “does not discriminate unfairly” and is “fair and equitable” as to each rejecting Class; (ii)
is feasible; and (iii) is in the best interests of holders of Claims or Interests in each impaired
Class.

E. Solicitation of Votes, Acceptance

The Debtor is soliciting the acceptance of the Plan from all holders of Claims in Classes

that are impaired under the Plan and receiving Distributions thereunder.

F. Confirmation Hearing
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Bankruptcy Code Section 1128(a) requires the Bankruptcy Court, after notice, to hold a
hearing on confirmation of the Plan (the “Confirmation Hearing”) after the period for submission
of Ballots has expired. The Confirmation Hearing may be postponed from time to time by the
Bankruptcy Court without further notice except for an announcement of the postponement made
at the Confirmation Hearing. Bankruptcy Code Section 1128(b) provides that any party in
interest may object to confirmation of the Plan. Objections must be in writing, specifying in
detail the name and address of the person or entity objecting, the grounds for the objection and
the nature and amount of the Claim or Interest held by the objector, and must otherwise comply
with the requirements of the Bankruptcy Rules and the Local Bankruptcy Rules. Objections
must be filed with the Clerk of the Bankruptcy Court, with a courtesy copy delivered to the
chambers of the Honorable Frank R. Alley, 111, United States Bankruptcy Judge, and served upon
the parties so designated in the Order and Notice accompanying this Disclosure Statement on or
before the time and date designated in such Order and Notice. FAILURE TO TIMELY FILE
AND SERVE AN OBJECTION TO CONFIRMATION SHALL BE DEEMED BY THE
BANKRUPTCY COURT TO BE A WAIVER OF OBJECTION TO CONFIRMATION
OF THE PLAN.

At the Confirmation Hearing, the Bankruptcy Court will determine, among other things,
whether the following confirmation requirements specified in Bankruptcy Code Section 1129
have been satisfied:

1 The Plan complies with the applicable provisions of the Bankruptcy Code.

2. The Proponent has complied with the applicable provisions of the Bankruptcy
Code.

3. The Plan has been proposed in good faith and not by any means proscribed by

law.
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4. Any payment made or promised by the Debtor, or by a person issuing securities
or acquiring property under the Plan, for the services or for costs and expensesin
or in connection with the Chapter 11 Case, has been approved by, or is subject to
the approval of, the Bankruptcy Court as reasonable.

5. Each holder of a Claim in an impaired Class either has accepted the Plan or will
receive or retain under the Plan property of avalue, as of the Effective Date, that
is not less than the amount that such entity would receive or retain if the Debtor
were liquidated on such date under Chapter 7 of the Bankruptcy Code. See “Best
Interests Test” below.

6. Except to the extent that the holder of a Claim has agreed to different treatment,
the Plan provides that: (a) Allowed Administrative Expense Claimswill be paid in
full on the later of the Effective Date, or the date the Claim is Allowed; (b) other
Priority Claims will be paid in full on the Effective Date; and (c) Priority Tax
Claims will receive payment in full.

7. At least one impaired Class has accepted the Plan, determined without including
any acceptance of the Plan by any insider holding a Claim in such Class.

G. Best Interests Test/L iquidation Analysis

The “best interests of creditors’ test requires that the Bankruptcy Court find either that all
members of each impaired class have accepted the Plan or that each holder of an Allowed Claim
or Interest in each impaired Class or Claims or Interests will receive or retain under the Plan on
account of such Claim or Interest property of a value, as of the Effective Date of the Plan, that is
not less than the amount that such holder would so receive or retain if the Debtor were liquidated
under Chapter 7 of the Bankruptcy Code on such date.

To calculate what holders of Claims would receive if the Debtor was hypothetically
liquidated under Chapter 7 of the Bankruptcy Code, the Bankruptcy Court must first determine
the dollar amount that would be redized from the liquidation (the “Chapter 7 Liquidation
Fund”). The Chapter 7 Liquidation Fund would consist of the net proceeds from the disposition

of the Debtor’s assets (after satisfaction of all valid liens) augmented by the Cash held by the
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Debtor and recoveries on actions against third parties, if any. The Chapter 7 Liquidation Fund
would then be reduced by the costs of the liquidation. The costs of liquidation under chapter 7
would include the fees and expenses of a Chapter 7 trustee, as well as those of counsel and other
professionals that might be retained by the trustee, selling expenses, any unpaid expenses
incurred by the Debtor during its Chapter 11 case (such as fees for attorneys, financial advisors
and accountants) which would be alowed in the Chapter 7 proceedings, interest expense on
secured debt and claims incurred by the Debtor during the pendency of the case. These claims
would be paid in full out of the Chapter 7 Liquidation Fund before the balance of the Chapter 7
Liquidation Fund, if any, would be made available to holders of Unsecured Claims. In addition,
other claims which would arise upon conversion to a Chapter 7 case would dilute the balance of
the Chapter 7 Liquidation Fund available to holders of Claims. Moreover, additional claims
against the Debtor’s estate might arise as a result of the establishment of a new bar date for the
filing of claims in a Chapter 7 case of the Debtor. The present value of the distributions out of
the Chapter 7 Liquidation Fund (after deducting the amounts described above) are then
compared with the present value of the property offered to each of the Classes of Claims and
Interests Holders under the Plan to determine if the Plan isin the best interest of each holder of a
Claim.

The Debtor believes that a Chapter 7 liquidation of the Debtor’s assets would result in
diminution in the value to be realized under the Plan by holders of Claims. That belief is based
upon, among other factors: (@) the additional administrative expenses involved in the
appointment of a trustee, attorneys, accountants, and other Chapter 7 professionals; (b) the
substantial time which would elapse before creditors would receive any distribution in respect of

their Claims due to a trustee’ s need to become familiar with the Chapter 11 case and the Debtor’s
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books and records, and the trustee’ s duty to conduct independent investigations. For purposes of
this Disclosure Statement, the Debtor’s liquidation scenario annexed hereto as Exhibit A<-B. As
indicated in the Debtor’'s liquidation analysis, the Debtor believes that a liquidation of the
Debtor’ s assets would result in no recovery to any unsecured creditors.

H. “Cram Down”

The Bankruptcy Code provides a mechanism by which a plan may be confirmed even if it
has been rejected by an impaired class of claims. Under the “cram down” provisions of the
Bankruptcy Code (§ 1129(b)), the proponent of a Plan may request that it be confirmed despite
its rgjection by an impaired class, and the Bankruptcy Court will confirm the Plan if it (i) does
not discriminate unfairly against a dissenting impaired class, and (ii) is fair and equitable with
respect to such class.

The Bankruptcy Code sets forth specific guidelines for determining whether a plan is fair
and equitable with respect to a particular class of claims. For Unsecured Claims, a plan must
provide that equity interest holders do not receive or retain any property on account of their
interest. For Secured Claims, a plan must provide that the holders of such Secured Claim retain
the lien securing such claim to the extent of an Allowed Amount of such claim and that the
holder of such claim receive on account of such claim deferred cash payments of a value, as of
the Effective Date of the Plan, of at least the value of such holder’ s interest in the estate’' s interest
in the property securing the lien. In other words, the secured creditor must receive the present
value of the Allowed Amount of its Secured Claim which Allowed Amount is dependent upon
the value of the property securing the Claim.

To the extent that the members of any impaired Class of Claims or Interests entitled to

vote on the Plan do not vote to accept the Plan, the Proponents reserve the right to seek
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confirmation of the Plan under Section 1129(b) of the Bankruptcy Code with respect to the non-
accepting Class or Classes.
1

i

ARTICLE IX
VOTING INSTRUCTIONS

Creditors entitled to vote on the Plan should complete and sign the enclosed Ballot and
return it to Jordan Schrader Ramis PC attorneys for the Debtor, Attention: Douglas P. Cushing.

Ballots must be received on or before 5:00 p.m. Pacific time on

ARTICLE X
CERTAIN FEDERAL INCOME TAX CONSIDERATIONS

CREDITORS AND INTEREST HOLDERS ARE ADVISED TO CONSULT WITH
THEIR OWN TAX ADVISORS REGARDING THE TAX CONSEQUENCES TO THEM
AND TO THE DEBTOR OF THE TRANSACTIONS CONTEMPLATED BY THE PLAN,
INCLUDING FEDERAL, STATE, LOCAL AND FOREIGN TAX CONSEQUENCES.

Since the tax consequences for each creditor will depend to a considerable extent upon its
particular situation, the Debtor recommends that each creditor review the entire Plan and this
Disclosure Statement to best determine the effect of the Plan on it.

ARTICLE XI
CONCLUSION

The Debtor believes that confirmation and implementation of the Plan is preferable to

any other alternative and urges each participant to vote in the affirmative.

Dated: Oecteber12,-2010January 25, 2011
Portland, Oregon
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JORDAN SCHRADER RAMIS PC

By: /s/ Douglas P. Cushing
Douglas P. Cushing, OSB # 700320
Telephone: (503) 598-7070
Attorney for Debtor
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EXHIBIT B

Asset Estimated Fair Estimated Costs Other than | Net Available
Description Market Value Liquidation Trustee Fee

Value
Real Property $14,000,000 $12,000,000 $500,000 $11,500,000
Personal $1,000,000 $500,000 $75,000 $425,000
Property
Total from above $11,925,000
Estimated Chapter 7 Administrative Claims $75,000
Estimated Chapter 11 Administrative Claims $80,000
Secured Claims $12,344,000
Unsecured Claims $1,800,000
Available for Unsecured Claims $0

EXHIBIT B

o [ Formatted
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Douglas P. Cushing, OSB # 700320
JORDAN SCHRADER RAMISPC
Attorneys at Law

Two Centerpointe Dr ¢*Flr

Lake Oswego OR 97035

Telephone: (503) 598-7070

Facsimile: (503) 598-7373

E-mail: doug.cushing@jordanschrader.com

Attorneys for Debtor
IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF OREGON
Inre Case No. 10-62852-frall

PIONEER VILLAGE INVESTMENTS, LLC, an
Oregon limited liability company,

Debtor.

SECOND AMENDED DISCLOSURE STATEMENT
RELATING TO THE FIRST AMENDED PLAN OF REORGANIZATION
FILED BY DEBTOR

Dated: January 25, 2011
Portland, Oregon

PAGE 1 — SECOND AMENDED DISCLOSURE JORDAN SCHRADER RAMIS PC

Attorneys at Law

STATEMENT RELATING TO FIRST T\EOkCe(I)lterpoingf?é 76(‘)"35&
AMENDED PLAN OF REORGANIZATION  ‘Telephone: (303) 5087070 Fax: (503) 598-7373

Fl L ED BY DEBTOR 50743-38505 233655JDOCICED/1/26/2011



Case 10-62852-frall Doc 125 Filed 01/26/11

ARTICLE |
INTRODUCTION

On May 14, 2010 (the "Filing Date"), Pioneer Village Investments, LLC, an Oregon
limited liability company (the "Debtor") filed a voluntary petition for relief under Chapter 11 of
Title 11 of the United States Code (the "Bankruptcy Code") with the United States Bankruptcy
Court for the District of Oregon.

The Debtor filed a Plan of Reorganization dated September 17, 2010 and a First
Amended Plan of Reorganization on October 12, 2010 (the "Plan"). Pursuant to Section 1125 of
the Bankruptcy Code, Debtor hereby submits this Second Amended Disclosure Statement (the
"Disclosure Statement") relating to the Plan, for the resolution of the outstanding Claims against,
and Interests in, the Debtor.

Debtor provides this Disclosure Statement to provide adequate information about the
Plan so that Claimants and Interest Holders can make an informed judgment about the Plan, and
vote either for or against it.

The Plan summary and statements made in this Disclosure Statement are qualified in
their entirety by reference to the Plan (a copy of which is served herewith)! Capitalized terms
not otherwise defined in this Disclosure Statement are defined in Article |1 of the attached Plan.

All of the representations concerning the Debtor, the events leading to the
commencement of the Chapter 11 Case, and the events which have taken place during the
Chapter 11 Case have been based on the Debtor's initial records and the Debtor's observations
and conclusions. Such representations have not been independently verified by the Court or the

U.S. Trustee.

1 Capitalized terms not defined herein shall have the meaning ascribed to them in the Plan.
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This Disclosure Statement is based upon information available as of September 17, 2010,
and does not reflect events that may occur subsequent to that date, which may have a material
impact on the information contained in this Disclosure Statement.

ALTHOUGH DEBTOR'S PROFESSIONAL ADVISORSHAVE ASSISTED IN THE
PREPARATION OF THIS DISCLOSURE STATEMENT BASED UPON FACTUAL
INFORMATION AND ASSUMPTIONS PREVIOUSLY PROVIDED BY THE DEBTOR, THE
PROPONENTS PROFESSIONAL ADVISORS HAVE NOT INDEPENDENTLY VERIFIED
THE INFORMATION SET FORTH IN THIS DISCLOSURE STATEMENT AND MAKE NO
REPRESENTATIONS OR WARRANTIESAS TO SUCH INFORMATION. SUCH
PROFESSIONAL ADVISORS DO NOT REPRESENT OR WARRANT THAT THIS
DISCLOSURE STATEMENT ISCOMPLETE OR IS FREE FROM INACCURACY OR

OMISSION.

CAUTIONARY STATEMENT

CERTAIN INFORMATION INCLUDED IN THIS DISCLOSURE STATEMENT
CONTAINS FORWARD-LOOKING STATEMENTSWITHIN THE MEANING OF THE
SECURITIES ACT OF 1933, ASAMENDED, AND THE PRIVATE SECURITIES
LITIGATION REFORM ACT OF 1995, ASAMENDED.

SUCH FORWARD-LOOKING INFORMATION ISBASED ON INFORMATION
AVAILABLE WHEN SUCH STATEMENTS ARE MADE AND IS SUBJECT TO RISKS
AND UNCERTAINTIES THAT COULD CAUSE ACTUAL RESULTSTO DIFFER
MATERIALLY FROM THOSE EXPRESSED IN THIS DISCLOSURE STATEMENT.

i
i
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A. Summary of Classification and Treatment.

Detailed elsewhere in this Disclosure Statement is a description of the technical aspects
of the classification of Claims and Interests, the methodology as to how such property isto be
distributed, the risks inherent in the proposed Plan, and the applicable bankruptcy and tax
conseguences of the proposed liquidation. However, a broad overview of what Claimant and
Interest Holders are likely to receive under the Plan can be helpful.

The following is a summary of the classification of all Claims and Interests under the
Plan and the proposed treatment of each such Class under the Plan. This summary is qualified in
its entirety by reference to provisions set forth in the Plan, the terms of which are controlling.

DESCRIPTION AND TREATMENT OF CLAIMS; BALANCE SHEET

The accompanying First Amended Plan of Reorganization dated October 12, 2010
describes in detail how all claims will be treated under the proposed Plan.

ARTICLE |l
THE DEBTOR AND ITS OPERATIONS

The Debtor was formed in August 2004 as alimited liability company. Currently, it has a
number of members. The Debtor operates a continuing care retirement facility located at
805 No. 5"St., Jacksonville, OR 97530 (the "Facility"). The Debtor continues its operation
since the filing date and maintains all the appropriate licenses required for the care levels which
it provides.

The Debtor is managed by Farmington Centers, Inc. ("FCI"), which was formed in 1989
to manage the assisted living and retirement facilities owned by various partnerships in which the
principals of FCI were the general partners, such as the Debtor. Jeff Chamberlain is a 60%
owner of stock in FCI and heis also a 50% owner of Excelsior Development Company, LLC, the
holder of a 10.97% preferred ownership interest and a 20.94% non-preferred ownership interest

in the Debtor. Ted Chamberlain, the brother of Jeff Chamberlain, holds the other 50% interest in
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Excelsior Development Company, LLC. Currently, FClI manages 14 facilities or campusesin
Oregon, Washington and Idaho.The Debtor employs an on-site administrator. This
administrator has responsibility for budgeting, marketing accounting and operational policies and
procedures established by FCI. FCI would continue to manage the Debtor post-confirmation.

REASONS FOR DEBTOR'SFINANCIAL DISTRESS; ACTIONSTAKEN OR TO BE
TAKEN TO REMEDY PROBLEMS
Debtor's facility was built in 2005 and 2006, approximately the same time as two other

comparable quality facilities were constructed in the Rogue Valley. Essentially the market was
overbuilt, which delayed al the facilities ability to reach the stabilization rate desired for such
operations. The subsequent economic recession which began in 2007 impaired the ability of
many seniorsto sell their personal residences and move to afacility such as the Debtor's.
Finaly, the Debtor determined in late 2009 that its mix of independent living and assisted living
units did not match the needs of parties seeking to move, and converted twenty-one rooms to
assisted living unitsin early 2010 which is producing a higher room rate return to the Debtor and
is expected to continue. The Debtor may convert additional rooms to assisted living as needed.

ARTICLE 11l
THE CHAPTER 11 CASE

The Debtor's Chapter 11 Case wasfiled on May 14, 2010. It is pending before the
Honorable Frank R. Alley, 111, United States Bankruptcy Judge.

On or about April 12, 2010, PremierWest commenced an action against the Debtor in the
Jackson County Circuit Court, State of Oregon, due to the Debtor's alleged default under the
PremierWest trust deed and the other loan documents the Debtor entered into with PremierWest,
seeking, among other things, the judicial foreclosure of the PremierWest trust deed.

On PremierWest's motion, the Jackson County Circuit Court issued an Order to Show

Cause why a Receiver should not be appointed for the Facility for the purpose of operating and
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managing the Facility. No Receiver was appointed, due to the commencement of this
bankruptcy case on May 14, 2010.

By order of the Bankruptcy Court, Jordan Schrader Ramis, PC was authorized to act as
bankruptcy counsel for the Debtor. On or about June 10, 2010, the United States Trustee
appointed the Office of the Long-Term Care Ombudsman for the State of Oregon as Patient Care
Ombudsman.A statutory committee of unsecured creditors has been appointed in the
Debtor's Chapter 11 Case.

The deadline for all non-governmental creditorsto file proofs of claim against the
Debtor's estate was October 5, 2010.

On June 4, 2010, the Bankruptcy Court entered an interim order authorizing the
Debtor's use of cash collateral and granted PremierWest adequate protection in connection
therewith. On July 12, 2010, the Bankruptcy Court entered afinal order authorizing the
Debtor's use of cash collateral.

On September 17, 2010, the Debtor filed itsinitia plan of reorganization and disclosure
statement with the Bankruptcy Court.

ARTICLE |V
SUMMARY OF THE PLAN

THE SUMMARY OF THE PLAN SET FORTH BELOW ISQUALIFIEDINITS
ENTIRETY BY REFERENCE TO THE PROVISIONS SET FORTH IN THE PLAN,
THE TERMSOF WHICH CONTROL.

A. General.
1. Brief Explanation of Chapter 11.
Chapter 11 isthe principal business reorganization chapter of the Bankruptcy Code.
Under Chapter 11, a debtor is authorized to reorganize or liquidate its business for the benefit of

its creditors and interest holders. Upon the filing of a Chapter 11 petition and during the
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pendency of the case, the Bankruptcy Code imposes an automatic stay of all attempts to collect
on Claims against the Debtor and to enforce Liens against the Debtor's property.

Confirmation and consummeation of a plan of reorganization or liquidation is the principal
objective of a Chapter 11 case. In general, a plan divides the Claims against, and interestsin, a
debtor into separate classes and all ocates plan distributions among those classes. If the legal,
equitable and contractual rights of a class are unaffected by the plan, such classis considered
"unimpaired.” All unimpaired classes are deemed to have accepted the plan and, therefore, are
not entitled to vote. Bankruptcy Code Section 1126(g), on the other hand, provides that all
classes of claims and interests that do not receive or retain property under the plan on account of
such claims or interests are deemed to have rejected the plan and are, likewise, not entitled to
vote. All other classes of claims and interests are considered "impaired" and are entitled to vote
to accept or reject the plan.

Under the Bankruptcy Code, acceptance of the plan is determined by class; therefore, it is
not required that each holder of aclaim or interest in an impaired class vote in favor of the plan
in order for the bankruptcy court to confirm the plan. Generally, each impaired class must vote
to accept the plan; however, the bankruptcy court may confirm the plan in certain circumstances
without the acceptance of all impaired classesif at least one (1) impaired class votes to accept
the plan and certain other statutory tests are satisfied. A further explanation of the requirements
of confirmation if an impaired class rejects the plan is set forth below in this Disclosure
Statement. Many of these tests are designed to protect the interests of creditors and interest
holders who either do not vote or reject the plan but who nonetheless would be bound by the plan
if it is confirmed by the bankruptcy court.

I
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2. Acceptance of the Plan

As acondition to confirmation, Bankruptcy Code Section 1129(a) requires that: (a) each
impaired class of claims or interests votes to accept the plan; and (b) the plan meets the other
requirements of Section 1129(a). As explained above, classes that are unimpaired are deemed to
have accepted the plan and, therefore, are not entitled to vote and classes that do not receive or
retain any property under the plan are deemed to have regected the plan and are likewise not
entitled to vote. Accordingly, acceptances of the Plan are being solicited only from those parties
who hold Claims or Interests classified as impaired Classes that are to receive Distributions
under the Plan.

An impaired Class of Claims will be deemed to have accepted the Plan if holders of at
least two-thirdsin dollar amount and more than one-half in number of Claimsin such Class who
cast timely ballots vote to accept the Plan. An impaired Class of Interests will be deemed to
have accepted the Plan if the Plan is accepted by Interest Holders holding at least two-thirdsin
dollar amount of the allowed Interests in such class who cast timely ballots vote to accept the
Plan.

Holders of Claims or Interests who do not timely vote on the Plan are not counted for
purposes of determining acceptance or rejection of the Plan by any impaired Class of Claims or
Interests.

3. Classification of Claims and Interests Generally

Bankruptcy Code Section 101(5) defines a Claim as: (a) a"right to payment, whether or
not such right is reduced to judgment, liquidated, unliquidated, fixed, contingent, matured,
unmatured, disputed, legal, equitable, secured or unsecured”; or (b) a"right to an equitable

remedy for breach or performance if such breach givesrise to aright to payment, whether or not
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such right to an equitable remedy is reduced to judgment, fixed, contingent, matured, unmatured,
disputed, undisputed, secured or unsecured.”

Bankruptcy Code Section 1123 provides that a plan shall designate classes of claims
against, and interestsin, a debtor. Bankruptcy Code Section 1122 further requires that each class
of claims and interests contain only claims or interests that are "substantially similar” to each
other. It is possible that a holder of a Claim or Interest may challenge such classification and
that the Bankruptcy Court may find that adifferent classification is required for the Plan to be
confirmed. In such event, the Debtor would, to the extent permitted by the Bankruptcy Court,
modify the classifications in the Plan as required and use the acceptances received in this
solicitation for the purpose of obtaining the approval of a Class or Classes of which the accepting
holder is ultimately deemed to be a member. Any such reclassification could adversely affect the
Class of which such holder was initially a member, or any other Class under the Plan, by
changing the composition of such Class and the vote required of that Class for approval of the
Plan. Furthermore, areclassification of Claims or Interests could necessitate a resolicitation of
votes.

B. Classification and Treatment of Claims and Interests Under the Plan

The following describes the classification of Claims and Interests under the Plan and the
treatment that holders of Allowed Claims and Allowed Interests are to receiveif the Planis
confirmed and becomes effective. A Claim or Interest is classified in a particular Class only to
the extent that the Claim or Interest fits within the description of that Class and is classified in a
different Classto the extent that any remainder of the Claim or Interest fits within the description
of such different Class. In the event of a controversy as to whether a Class of Claims or Interests

isimpaired, the Bankruptcy Court shall, after notice and a hearing, determine such controversy.
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1. Unclassified Claims

Administrative Expense Claims are not classified under this Plan in accordance with
Section 1123(a)(1) of the Bankruptcy Code. All Allowed Administrative Expense Claims shall
be paid (a) in Cash in full from the Distribution Fund upon the later of the Effective Date and the
date upon which the Court enters a Final Order allowing such Administrative Expense Claim or
as soon thereafter asis practicable, or (b) upon such less favorable terms as may be agreed
between any holder of such Administrative Expense Claim (both in terms of timing and amount
of such Administrative Expense Claim) and the Plan Administrator.

All Claimsfor professional fees and all fee applications of Professional Persons shall be
filed no later than thirty (30) days from the Confirmation Date. Any party in interest shall have
the right to object to any Professional Persons' fees and expenses.

2. Class 1— Priority Claims

Class 1 consists of Priority Claims. As of the date of filing of this Plan, eleven
(12) Priority Claims were listed on the Debtor's Schedules, consisting of the priority portions of
matured and payable, and accrued but not yet payable, Entry Fee Deposit refunds of $2,425 each.
Class 1 isnot impaired under the Plan and holders of Priority Claims are not entitled to vote on
the Plan.

3. Class 2 — PremierWest Secured Claim

Class 2 consists of the PremierWest Secured Claim. Class 2 is impaired.

Pending payment in full, and except as modified by the Plan, PremierWest will
retain all of its liens and encumbrances (including the PremierWest trust deed) securing the
PremierWest Claim and the terms and provisions of the loan documents, including but not

limited to financial reporting and inspections, shall remain in full force and effect.
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Actions by PremierWest. |n addition to the action commenced in Jackson
County, PremierWest filed an action against the principals of Excelsior and Farmington Centers,
Inc. The Debtor seeks an injunction to prevent continuing those actions upon confirmation of the
Plan (and will subordinate any claims of Excelsior or Farmington Centers, Inc. to all other
claimants under the Plan) in order to assure the management and investors in the Debtor are not
hindered in their ability to provide management services and/or potential future infusions of
cash. If the Court does not enjoin that action, PremierWest could become the holder of the
membership interest of a substantial portion or all of the membership interest in the Debtor, after
which it could then seek to take a different course of action. Premier West has further asserted
that it holds an assignment of management rights from Farmington Centers, Inc., entitling it to
payments that otherwise would be payable to Farmington. To the extent cash flow has not
supported the payment of that management fee, Farmington Centers, Inc. has not collected it
during the course of the bankruptcy case. The Debtor believes that following confirmation,
payments to PremierWest in accordance with the Plan would preclude its asserting aright to the
management fees. Finally, Farmington Centers principals or the Debtor may be subject to
claims regarding the use of the entrance fee deposits received by the Debtor. A lawsuit is
pending against Farmington Centers as aresult of claims made by residents of an unrelated entity
for entrance fees paid under similar language to that utilized in this case. No such action has
been commenced against the Debtor and it is unclear what, if any, result would come from such
aclam.
i
i
i
i
i
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4, Class 3 — Hein Trust
Class 3isimpaired under the Plan.

A. The survivor, Mrs. Helen Hein, shall continue to receive the right of
occupancy of her unit at a current cost of $3,421 per month as an offset against the payments due
under the Note of $3,932. The difference will be added to the principal as outlined in paragraph B.

B. Any differential between the amount payable pursuant to the Hein
Note and the costs that are incurred by her shall be added to the principal due under the Hein
Note. On termination of her occupancy, if not previously paid by sale or refinance, interest shall
continue to be paid at 5.25% per annum until the fifth anniversary date of the Effective Date at
which time the balance shall be paid in full.

5. Class 4 — Resident Entrance Fee.

The non-priority portion of these Claims shall be paid from areserve account
consisting of the available excess cash after monthly payments as may be required to Classes 2, 3
and 8. Payments will be made semi-annually on those claims which are then payable on a pro-
rata basis in excess of a minimum of $50,000 going forward. Any balance due shall be paid
from the refinance or sale of the Property, if that sale is consummated. The Debtor proposes to
allocate $100,000 from new financing to pay those claims due through the date of confirmation;
otherwise they will be paid in accordance with the semi-annual payments. Those residents who
continue to reside with the Debtor but entitled to arefund of afee upon vacating will be added to
the pool sharing the payments pursuant to the contract provision requiring payments within two
years after vacation.

i
I
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6. Class 5 — General Unsecured Claims.
Class 5 consists of General Unsecured Claims not otherwise classified.

A. The Class 5 claims shall be paid in full 13 days after the Effective
Date.

Based upon review of the Schedules and the Claims Register maintained by the
Bankruptcy Court for the Chapter 11 Case, it appears that the face amount of the General
Unsecured Claims is a maximum of $631.06.

1. Class 6 — Excelsior Claim.
Class 6 consists of the Excelsior Claim. Class 6 isimpaired by the Plan.

The Class 6 claim shall not receive any payments at Confirmation but
shall be paid as the reorganized Debtor determinesit is able to pay, only after classes 1 through
4 and 8 are paid in full. The claim will continue to be unsecured.

8. Class 7 — Subordinated Unsecured Claim of FCI.
Class 7 isimpaired by the Plan.

The reorganized Debtor shall pay the allowed Class 7 claimsin cash as
the reorganized Debtor determinesit is able to pay, only after classes 1 through 4 and 8 are paid
infull.

9. Class 8 — Property Tax Claim.

Class 8 isimpaired by the Plan.

Class 8 consists of the real and personal property taxes owed to Jackson County.
The real property taxes for 2008-9 will be paid from the proposed exit loan. The Debtor will
pay the personal property taxes and future real property taxes when due, and will pay $5,000 per

month toward all prior real property taxes.
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10.  Class9 Interests
Class 9 consists of the Ownership Interestsin the Debtor_. Class 9 isimpaired.
For purposes of the Plan, each holder of a member interest is entitled to vote on the Plan.

A. All equity interests shall retain their interest unaltered by the Plan,
but shall receive no payments on confirmation.

B. Those members electing to contribute additional capital shall be
granted preferred ownership interests with priority over the other Interest Holders.

C. Any and all advances owed to Interest Holders shall be repaid only
after payment of all other classes of claimsto funding of the Plan. The Debtor has received
contributions from interest holders who elected to make additional contributions to the Plan in
excess of $100,000. In addition, the Debtor proposes to borrow up to $500,000 from John
Tennant, an investor in other facilities managed by Farmington Centers, Inc. The funds
advanced shall be used for payment of any and all expenses and obligations owed upon
confirmation, to fund the initial payment to entrance fee deposit holders, to pay the 2008-9 real
property taxes, and areserve for potential emergency matters which may arise in the future.
The proposal will be based upon a motion to be filed with the court, would grant a priming loan
to Mr. Tennant for that purpose, with interest deferred for one year and payable interest only
thereafter to be repaid upon sale or refinancing the facility within five years.

ARTICLEV
CONDITIONSAND MEANS FOR CONSUMMATION OF PLAN

1. Conditions Precedent to the Effectiveness of Plan
The Effective Date will occur only if (1) the Confirmation Order shall have been

entered and become a Final Order; or (2) if atimely appeal of the Confirmation Order isfiled but
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no stay of the Confirmation Order is obtained. The Effective Date shall be the first Business
Day on which all foregoing conditions have been satisfied.
2. Funding of the Plan

On or before the hearing on confirmation, Debtor will have received deposits of $100,000
from those members electing to make additional contributions and obtain proceeds of the
Tennant loan sufficient to enable it to make all of theinitial payments required under the Plan to
be made at closing.

A. Objections to Claims

The Plan provides that Debtor may file objections to claims within 60 days of entry of the
Confirmation Order.

B. Resolution of Disputed Claims

The Plan provides that Disputed Claims shall be divided into two (2) portions: the "Non-
Disputed Portion" and the "Disputed Portion".The Reorganized Debtor shall make
Disbursements on account of the Non-Disputed Portion of a Disputed Claim in accordance with
Plan provisions for payment of a Claim in its Class and pay the balance that would be due on the
disputed portion into areserve account pending allowance or disallowance of the disputed
portion.

C. Allowance of Disputed Claims

The Plan provides that if any Disputed Claim becomes an Allowed Claim, the
Reorganized Debtor shall make Distributions to the holder of the Disputed Claim on that portion
of the Disputed Claim equal to the difference between the amount then due of that Allowed

Claim pursuant to the Plan less the amount previously paid to said Claimant on the Non-
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Disputed Portion of its Claim, if any, plus interest actually earned on the amount to be distributed
to such Claimant from the Disputed Claim Reserve.
D. Distribution
1. Payment Dates
Whenever any payment or Distribution to be made under the Plan shall be due on a day
other than a Business Day, such payment of Distribution shall instead be made, without interest,
on the next Business Day.
2. Manner of Payments Under the Plan
Payments made pursuant to the Plan shall be made in Cash, by check drawn on a
domestic bank or wire transfer from a domestic bank, or as otherwise provided by the Plan.
Payments to other Classes shall be made at closing or as soon as practicabl e thereafter.
Payments to be made from Sale proceeds if there is an auction will be made from the
Distribution Fund by the Plan Administrator as soon as practicable after closing of the Sale.
3. Unclaimed Distributions
In the event that any Distribution under the Plan remains unclaimed for a period of three
months after such Distribution has been made (or after such delivery has been attempted) in
accordance with the Plan to a holder entitled thereto, such Unclaimed Distribution shall be
deemed forfeited by such holder, whereupon all right, title and interest in and to such Unclaimed
Distribution will immediately and irrevocably re-vest with the reorganized Debtor or the Plan
Administrator, as the case may be, and that party will thereafter be empowered to take whatever
steps may be reasonably necessary to exercise control over the Unclaimed Distribution. The

Unclaimed Distribution shall be paid to the next junior Class which remains unpaid.

PAGE 16 — SECOND AMENDED DISCLOSURE J ORDAI\A%&%;\SI?E&&AMIS PC
STATEMENT RELATING TO FIRST Two Centerpointe Dr 6" Flr

AMENDED PLAN OF REORGANIZATION  Telephone: (505) 308 070 B (30 5087373

Fl L ED BY DEBTOR 50743-38505 233655JDOCICED/1/26/2011



Case 10-62852-frall Doc 125 Filed 01/26/11

E. Provisions Concerning Property

As of the Effective Date, all Assets shall be transferred to the reorganized Debtor free and
clear of al Liens, Claims, and Interests except as provided by the Plan.

E. Transfer Taxes

There will be no Transfer Taxes owed on any transaction in connection with or in
contemplation of the Plan.

ARTICLE VI
RISKS AND ALTERNATIVES

A. Risks Under the Plan

Thereisarisk that the Occupancy will not rise and there will be insufficient operating
proceeds to fund ongoing payments under the Plan. Attached as Exhibit A, dated January 25,
2011, are the projected receipts and disbursements of the Debtor, in detail for years one and two
of its proposed post-reorganization operation and summed for years three to five. The Debtor's
numbers reflect its actual occupancy at the date of filing of the Amended Disclosure Statement at
77 units, and the anticipated move in of an additional six (6) unitsin 45 days. Based on thisrate,
Debtor projects rents will be stabilized by August of 2011. Debtor will file an objection to
PremierWest's claim to further attempt to reduce the amount due to PremierWest.

B. Alternatives

Alternatives to the Plan include dismissal of the case, conversion of the case to a case
under Chapter 7, or adoption of adifferent plan.

If the case is dismissed, creditors may assert and enforce their claims against Debtor by
any method allowed by law. Secured creditors may foreclose their security interests and

creditors may obtain judgments and levy execution on unencumbered assets.
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If this case is converted to a Chapter 7 case, atrustee will be appointed to liquidate
Debtor's assets for the benefit of the estate. Costs of liquidation, secured claims (with respect to
the specific collateral liquidated), administrative claims and priority claims will have to be paid
in full before any payments to unsecured creditors can be made.

Exhibit B shows the Debtor's estimate of the probable resultsif the Debtor is liquidated
in a Chapter 7 case, including the lack of any funds to pay unsecured claims and the anticipated
percentage dividend to unsecured creditors. Debtor believes that if the Debtor isliquidated in a
Chapter 7 case, holders of general unsecured clams will receive no payment of their claims,
while under the Plan, unsecured creditors will receive 100% of their claims over time.

ARTICLE VII
OTHER PROVISIONSOF THE PL AN

1. Executory Contracts and Unexpired L eases

All executory contracts and unexpired leases of the Debtor not previously reected by
operation of law or by Court order and not the subject of a motion to reject filed prior to the
Confirmation Date shall be deemed to be automatically assumed by the Reorganized Debtor. All
tenant |ease agreements are specifically assumed and will be continued. The Confirmation Order
shall constitute a Court order approving such assumptions pursuant to the provisions of sections
365 and 1123(b)(2) of the Bankruptcy Code. Each contract or lease that is assumed pursuant to
this Plan shall be deemed to include all modifications, amendments, supplements, restatements
or other agreements made directly or indirectly by any agreement, instrument or other document
that in any manner affects such contract or lease (but excluding any of the foregoing that isnot in
writing and that purportedly limits, restricts or impairs the Debtor's rights or benefits under the

written documents that evidence such contract or lease).
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Prior to confirmation, the Debtor may designate executory contracts and leases (the
"Designated Contracts") of the Debtor for assumption.
2. Causes of Action
The Plan provides that, except for claims released by the Plan, the Debtor retains, all
rights, clams, and causes of action that have been or may be commenced by the Debtor
including, but not limited to, those arising out of Sections 544 through 550 of the Bankruptcy
Code or any similar provisions of State Law or any statute or legal theory.
3. Retention of Jurisdiction
The Plan provides that, notwithstanding Confirmation, the Bankruptcy Court shall retain
jurisdiction for the following purposes:

@ To hear and determine any dispute relating to the Plan or any property
described in the Plan and to enforce its provisions.

(b) To hear and determine all issues arising out of any motions, applications,
adversary proceedings or contested or litigated matters in the Chapter 11
Case pending at the Confirmation Date or commenced thereafter.

(©) To order recovery of any assets of the Debtor, whether title is presently
held in the name of the Debtor or athird party.

(d) To hear and determine all issues relating to any purchases, sales or
contracts made or undertaken by the Debtor during the pendency of the
Chapter 11 Case.

(e To hear and determine all objections to Claims and all controversies
concerning classification, allowance, valuation, liquidation, estimation,
satisfaction, subordination, re-characterization or reclassification of
Claims.

(f) To make orders allowing amendment of the schedules filed in the Chapter
11 Case for any purpose including, without limitation, to prosecute
objections to Claims not previously listed as disputed, contingent or

unliquidated.
PAGE 19 — SECOND AMENDED DISCLOSURE J ORDAINEEE]%;\SI?E&I\;AMIS PC
STATEMENT RELATING TO FIRST Two Centerpointe Dr 6" Flr

AMENDED PLAN OF REORGANIZATION Telephone: éaolfzc)(5)5\8‘167%?7815&7?283) 598-7373

Fl L ED BY DEBTOR 50743-38505 233655JDOCICED/1/26/2011



Case 10-62852-frall Doc 125 Filed 01/26/11

(9) To hear and determine all applications for compensation of Professional
Persons and reimbursement of expenses arising out of or relating to the
case or any Claims.

(h) To hear and determine any and all motions to abandon property of the
Debtor's Estate.

(i) To make such other orders or give such directions as permitted by Section
1142 of the Bankruptcy Code.

) To consider and order any modifications or amendments requested to the
Plan.

(k) To remedy any defect or omission or reconcile any inconsistency in the
Plan or the Confirmation Order in such manner as may be necessary or
desirable to carry out the purposes and intent of the Plan.

1) To enforce al orders previously entered by the Bankruptcy Court.

(m) TO determine such other matters as may be provided for in the
Confirmation Order or as may be authorized under the Bankruptcy Code.

4. Enforcement Injunction. The Confirmation Order shall act as an injunction (the
"Enforcement Injunction™) to stay and restrain from taking any of the following actions
against the Affiliates (Affiliates Excelsior Developments, Farmington Centers, Inc., and all
interest holders in the Debtor) or against property in which the Affiliates hold an interest, on
account of any judgments, claims or causes of action that arise out of or relate to Claims
against the Debtor or the Estate, including without limitation, the suit filed by PremierWest
Bank in Jackson County Circuit Court for the state of Oregon bearing case number 101593E3,
designated an "Enjoined Claim™; (a) commencing or continuing in any manner any such
Enjoined Claim against one or more of the Affiliates; (b) enforcing, attaching, collecting or
recovering in any manner any judgment, award, decree, or order on account of an Enjoined

Claim; or (c) creating, perfecting, or enforcing any lien or encumbrance on account of an
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Enjoined Action. The Enforcement Injunction shall continue in effect until the earliest to
occur of the following:
€) all of the payments required to be made under this Plan have been paid, and
al Allowed Claims have been fully satisfied pursuant to the terms of this Plan,
at which time the Enforcement Injunction shall be terminated; or
(b) the Reorganization Case is dismissed or converted to a proceeding under
Chapter 7. Additionally, in the event that Debtor isin payment default under
this Plan, and such default is not cured within twenty (20) business days after
written notice to the Debtor and to the Affiliates, the affected Creditor or
party-in-interest may move the Court for an order terminating the
Enforcement I njunction on account of such payment default.

Notwithstanding any language to the contrary elsewhere in this Plan, nothing in this Plan
shall enjoin any governmental agency, including but not limited to the Internal Revenue Service
and the Oregon Department of Revenue, from the assessment upon, or collection from any third
party, including but not limited to the Affiliates, for unpaid trust fund taxes of the Debtor.

ARTICLE VIII
VOTING INSTRUCTIONS AND CONFIRMATION OF PLAN

A. Classes Impaired Under the Plan
This Disclosure Statement as well as the Plan should beread in its entirety. Classes 2, 3,
6, 7, 8 and 9 are theimpaired Classes entitled to vote to accept or reject the Plan.
Bankruptcy Code Section 1124 provides generally that a Classisimpaired if the legal,
equitable or contractual rights of the Claims or Interestsin that Class are altered. Under the

Bankruptcy Code, any holders of Claims or Interests in Classes that are "impaired” under the
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Plan are entitled to vote to accept or reject the Plan, unless such Class neither receives nor retains
any property under the Plan (in which case such Class is deemed to have rgected the Plan).

Any controversy as to whether any Claim or Interest Holder or Class of Claims or
Interest Holdersisimpaired under the Plan shall, after notice of any hearing, be determined by
the Bankruptcy Court.

B. Claim Holders Entitled to Vote

Subject to the exceptions provided below, any holder of a Claim whose Claim isimpaired
under the Plan is entitled to vote if either (i) its Claim has been scheduled by the Debtor and such
Claim is not scheduled as disputed, contingent or unliquidated, or (ii) such Claim holder has filed
aproof of clam.

A holder of a Disputed Claim is not entitled to vote on the Plan unless such Clam is
temporarily alowed by the Debtor or an order of the Bankruptcy Court in an estimated amount
which it deems proper for the purposes of voting to accept or regject the Plan. In other words,
only holders of Allowed Claims or Interests may vote to accept or regject the Plan. A Claim or
Interest to which an objection has been filed by the Debtor or any other party-in-interest, or a
Claim (i) which islisted on the Debtor's Schedules or Amended Schedul es as disputed,
unliquidated or contingent, and (ii) with respect to which a superseding proof of claim has not
been filed, isnot an Allowed Claim for voting purposes, unless the Claim is settled by agreement
or the Bankruptcy Court allows the Claim (in whole or in part) by Final Order. Upon request of
a party-in-interest, the Bankruptcy Court may temporarily allow or estimate a Disputed Claim or
Interest for the purpose of voting on the Plan. Ballots cast in respect of claims other than

Allowed Claims will not be counted. In addition, avote may be disregarded if the Bankruptcy
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Court determines that the acceptance or regjection of the Plan by the creditor is not solicited or
procured in good faith or in accordance with the provisions of the Bankruptcy Code.
C. Yote Required for Class Acceptance
Section 1126(c) of the Bankruptcy Code defines acceptance of a plan by a Class of
Impaired Claims as acceptance by at least two-thirds (2/3) in dollar amount and more than one-
half (1/2) in number of holders of Allowed Claimsin that Class who cast ballots.
D. Confirmation Procedures
In order for the Plan to be confirmed by the Bankruptcy Court, all of the applicable
requirements of Bankruptcy Code Section 1129 must be met. These include, among others,
requirements that the Plan: (i) is accepted by all impaired Classes or, if rejected by an impaired
Class, "does not discriminate unfairly” and is"fair and equitable" as to each rejecting Class; (ii)
isfeasible; and (iii) isin the best interests of holders of Claims or Interestsin each impaired
Class.
E. Solicitation of Votes; Acceptance
The Debtor is soliciting the acceptance of the Plan from all holders of Claimsin Classes
that are impaired under the Plan and receiving Distributions thereunder.
E. Confirmation Heating
Bankruptcy Code Section 1128(a) requires the Bankruptcy Court, after notice, to hold a
hearing on confirmation of the Plan (the " Confirmation Hearing") after the period for submission
of Ballots has expired. The Confirmation Hearing may be postponed from time to time by the
Bankruptcy Court without further notice except for an announcement of the postponement made
at the Confirmation Hearing. Bankruptcy Code Section 1128(b) provides that any party in

interest may object to confirmation of the Plan. Objections must be in writing, specifying in
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detail the name and address of the person or entity objecting, the grounds for the objection and
the nature and amount of the Claim or Interest held by the objector, and must otherwise comply
with the requirements of the Bankruptcy Rules and the Local Bankruptcy Rules. Objections
must be filed with the Clerk of the Bankruptcy Court, with a courtesy copy delivered to the
chambers of the Honorable Frank R. Alley, I11, United States Bankruptcy Judge, and served upon
the parties so designated in the Order and Notice accompanying this Disclosure Statement on or
before the time and date designated in such Order and Notice. FAILURE TO TIMELY FILE
AND SERVE AN OBJECTION TO CONFIRMATION SHALL BE DEEMED BY THE
BANKRUPTCY COURT TO BE A WAIVER OF OBJECTION TO CONFIRMATION
OF THE PLAN.

At the Confirmation Hearing, the Bankruptcy Court will determine, among other things,
whether the following confirmation requirements specified in Bankruptcy Code Section 1129
have been satisfied:

1 The Plan complies with the applicable provisions of the Bankruptcy Code.

2. The Proponent has complied with the applicable provisions of the Bankruptcy
Code.

3. The Plan has been proposed in good faith and not by any means proscribed by
law.

4. Any payment made or promised by the Debtor, or by a person issuing securities
or acquiring property under the Plan, for the services or for costs and expensesin
or in connection with the Chapter 11 Case, has been approved by, or is subject to
the approval of, the Bankruptcy Court as reasonable.

5. Each holder of aClaim in an impaired Class either has accepted the Plan or will
receive or retain under the Plan property of avalue, as of the Effective Date, that
is not less than the amount that such entity would receive or retain if the Debtor
were liquidated on such date under Chapter 7 of the Bankruptcy Code. See "Best
Interests Test" below.
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6. Except to the extent that the holder of a Claim has agreed to different treatment,
the Plan provides that: () Allowed Administrative Expense Claims will be paidin
full on the later of the Effective Date, or the date the Claim is Allowed; (b) other
Priority Claims will be paid in full on the Effective Date; and (c) Priority Tax
Claims will receive payment in full.

7. At least one impaired Class has accepted the Plan, determined without including
any acceptance of the Plan by any insider holding a Claim in such Class.

G. Best Interests Test/L iquidation Analysis

The "best interests of creditors’ test requires that the Bankruptcy Court find either that all
members of each impaired class have accepted the Plan or that each holder of an Allowed Claim
or Interest in each impaired Class or Claims or Interests will receive or retain under the Plan on
account of such Claim or Interest property of avalue, as of the Effective Date of the Plan, that is
not less than the amount that such holder would so receive or retain if the Debtor were liquidated
under Chapter 7 of the Bankruptcy Code on such date.

To calculate what holders of Claims would receive if the Debtor was hypothetically
liquidated under Chapter 7 of the Bankruptcy Code, the Bankruptcy Court must first determine
the dollar amount that would be realized from the liquidation (the "Chapter 7 Liquidation
Fund"). The Chapter 7 Liquidation Fund would consist of the net proceeds from the disposition
of the Debtor's assets (after satisfaction of all valid liens) augmented by the Cash held by the
Debtor and recoveries on actions against third parties, if any. The Chapter 7 Liquidation Fund
would then be reduced by the costs of the liquidation. The costs of liquidation under chapter 7
would include the fees and expenses of a Chapter 7 trustee, as well as those of counsel and other
professionals that might be retained by the trustee, selling expenses, any unpaid expenses
incurred by the Debtor during its Chapter 11 case (such as feesfor attorneys, financial advisors

and accountants) which would be allowed in the Chapter 7 proceedings, interest expense on
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secured debt and claimsincurred by the Debtor during the pendency of the case. These claims
would be paid in full out of the Chapter 7 Liquidation Fund before the balance of the Chapter 7
Liquidation Fund, if any, would be made available to holders of Unsecured Claims. In addition,
other claims which would arise upon conversion to a Chapter 7 case would dilute the balance of
the Chapter 7 Liquidation Fund available to holders of Claims. Moreover, additional claims
against the Debtor's estate might arise as aresult of the establishment of a new bar date for the
filing of claimsin a Chapter 7 case of the Debtor. The present value of the distributions out of
the Chapter 7 Liquidation Fund (after deducting the amounts described above) are then
compared with the present value of the property offered to each of the Classes of Claims and
Interests Holders under the Plan to determine if the Plan isin the best interest of each holder of a
Claim.

The Debtor believes that a Chapter 7 liquidation of the Debtor's assets would result in
diminution in the value to be realized under the Plan by holders of Claims. That belief is based
upon, among other factors. (a) the additional administrative expenses involved in the
appointment of atrustee, attorneys, accountants, and other Chapter 7 professionals; (b) the
substantial time which would elapse before creditors would receive any distribution in respect of
their Claims due to atrustee's need to become familiar with the Chapter 11 case and the Debtor's
books and records, and the trustee's duty to conduct independent investigations. For purposes of
this Disclosure Statement, the Debtor's liquidation scenario annexed hereto as Exhibit B. As
indicated in the Debtor's liquidation analysis, the Debtor believes that a liquidation of the

Debtor's assets would result in no recovery to any unsecured creditors.
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H. " Cram Down"

The Bankruptcy Code provides a mechanism by which a plan may be confirmed even if it
has been rgjected by an impaired class of claims. Under the "cram down" provisions of the
Bankruptcy Code (8 1129(b)), the proponent of a Plan may request that it be confirmed despite
itsrgjection by an impaired class, and the Bankruptcy Court will confirm the Plan if it (i) does
not discriminate unfairly against adissenting impaired class, and (ii) isfair and equitable with
respect to such class.

The Bankruptcy Code sets forth specific guidelines for determining whether aplanisfair
and equitable with respect to a particular class of claims. For Unsecured Claims, a plan must
provide that equity interest holders do not receive or retain any property on account of their
interest. For Secured Claims, a plan must provide that the holders of such Secured Claim retain
the lien securing such claim to the extent of an Allowed Amount of such claim and that the
holder of such claim receive on account of such claim deferred cash payments of avalue, as of
the Effective Date of the Plan, of at least the value of such holder's interest in the estate's interest
in the property securing the lien. In other words, the secured creditor must receive the present
value of the Allowed Amount of its Secured Claim which Allowed Amount is dependent upon
the value of the property securing the Claim.

To the extent that the members of any impaired Class of Claims or Interests entitled to
vote on the Plan do not vote to accept the Plan, the Proponents reserve the right to seek
confirmation of the Plan under Section 1129(b) of the Bankruptcy Code with respect to the non-
accepting Class or Classes.

i
I
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ARTICLE IX
VOTING INSTRUCTIONS

Creditors entitled to vote on the Plan should complete and sign the enclosed Ballot and
return it to Jordan Schrader Ramis PC attorneys for the Debtor, Attention: Douglas P. Cushing.
Ballots must be received on or before 5:00 p.m. Pacific time on

ARTICLE X
CERTAIN FEDERAL INCOME TAX CONSIDERATIONS

CREDITORSAND INTEREST HOLDERSARE ADVISED TO CONSULT WITH
THEIR OWN TAX ADVISORSREGARDING THE TAX CONSEQUENCESTO THEM
AND TO THE DEBTOR OF THE TRANSACTIONS CONTEMPLATED BY THE PLAN,
INCLUDING FEDERAL, STATE, LOCAL AND FOREIGN TAX CONSEQUENCES.

Since the tax consequences for each creditor will depend to a considerable extent upon its
particular situation, the Debtor recommends that each creditor review the entire Plan and this
Disclosure Statement to best determine the effect of the Plan on it.

ARTICLE XI|
CONCLUSION

The Debtor believes that confirmation and implementation of the Plan is preferable to
any other aternative and urges each participant to vote in the affirmative.

Dated: January 25, 2011
Portland, Oregon

JORDAN SCHRADER RAMISPC

By: [s/ Douglas P. Cushing
Douglas P. Cushing, OSB # 700320
Telephone: (503) 598-7070
Attorney for Debtor
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EXHIBIT A



Ploneer Village - 5 year Projection Year1i
Assuming Effective Date of April 1, 2011
Jan Feb Mar Apr. May Jun Jul Aug Sep Oct Nov Dec Year1 Year 2 Year3 Year 4 Years
Occupancy 77.8% 78.8% 80.8% 80.8% 82.8% 84.8% 86.9% 87.9% 88.9% 89.9% 90.9% 90.9% 85.1% 93.9% 94.9% 94.9% 94.9%
Revenue - 232,328 234,447 239,866 239,834 245,380 250,167 254,425 256,937 259,115 261,532 265,092 265,128 3,004,249 3,384,131 3,416,618 3,569,150 3,729,310
tary 36,954 33,812 38,394 37,156 39,354 39,014 41,613 42,097 41,207 43,065 42,144 43,543 478,359 527,816 533,374 549,375 565,856
Housekeeping 5,552 5,080 5,769 5,583 5,913 5,862 6,276 6,349 6,215 6,495 6,356 6,568 72,019 79,459 80,294 82,703 85,184
Nursing/Assisted Living 31,045 28,050 31,076 30,073 31,096 30,723 32,224 32,234 31,204 32,254 31,224 32,265 373,467 390,144 392,662 404,441 416,575
Maintenance 31,015 27,868 30,084 30,656 34,150 30,338 31,455 37,733 31,263 33,640 31,746 32,369 382,329 407,182 410,256 422,564 435,241
Activities 5,075 4,643 5,273 5,103 5,404 5,358 5,738 5,805 5,682 5,938 5,811 6,005 65,834 72,635 73,399 ’ 75,601 77,869
Marketing 7,108 7,108 7,208 7,208 7,108 7,108 7,163 7,163 7,363 7,163 7,163 7,363 86,227 86,227 86,227 88,814 91,478
General/Administrative 42,114 39,401 43,151 42,095 43,795 43,482 45,672 45,996 45,167 46,646 45,795 46,970 530,285 567,144 571,449 578,668 585,802
Management Fee 11,616 11,722 11,993 11,992 12,269 12,508 12,721 12,847 12,956 13,077. 13,255 13,256 150,212 169,207 170,831 178,458 186,466
Property Related 14,536 14,536 14,536 14,536 14,536 14,536 14,536 14,536 14,536 14,536 14,536 14,536 174,432 174,432 174,432 179,665 185,055
Total Operating Expenses 185,016 172,221 187,494 184,401 193,626 188,929 197,398 204,760 185,593 202,814 198,029 202,881 2,313,163 2,474,245 2,492,922 2,560,287 2,629,524
H
Ia|hr_2 Operating income 47,312 62,226 52,372 55,432 51,754 61,237 57,027 52,177 63,521 58,718 67,062 62,247 691,086 909,886 923,695 1,008,863 1,099,786
O
Qrm_‘ Income;
<LfP Loan Proceeds - - - 500,000 - - - - - . - - 500,000 - - - -
(Rylease of Reserve Funds - - - - - - - - - 159,343 - - 159,343 104,050 15,480 - -
Balance
—Rroperty Taxes 318,317 - - - 124,488 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 164,488 60,000 60,000 60,000 60,000
LL 2008/2009 taxes paid on Effective Date, thereafter ‘
35000 per mo.
DIP Loan 500,000 - - - - - - - - - - - - - 79,650 106,200 106,200 106,200
LO) vear1:no payments, interest accrues. Years 2-5; .
QN 18% interest only, 5yr balloon, :
1v.r3.=m~<<mmn Bank 11,739,000 46,467 46,467 46,467 46,467 46,467 46,467 46,467 46,467 46,467 46,467 46,467 46,467 557,603 695,912 742,016 785,538 830,138
(&) Year 1: 4.75% interest only. Years 2&3: P&! at
(@] 4.75% per annum, 30 yr amort, 5 yr bailoon.
D Years 4&5: 0.5% interest rote increose annually.
Heln Note 344,475 - - - - - - - - - - - - - - - - -
No Payments - Swap for Rent. Rent = $3,438,
— Laan P& = $3,932. Difference of $494/mo will be
— added to principal. ! '
nﬂﬁmn:qma Creditors:
lﬂw Deposit Refunds Payable 1,180,765 - - - 100,000 - - - - - 159,343 - - 259,343 104,050 15,480 - -
[q\] Semi-annual payments from Reserve Account. B
LEX:nerat Unsecured Creditors 1,026 - - - 1,026 - - - - - - - - 1,026 - - - .
[00] Paid in full an Effective Date. .
&_nm Payable - Excelslor inv. Co. 611,567 - - - - - - - - - - - - - - - - -
Y No payments.
(DeToFCi 111,446 - - - - - - - - - - - - - - - - -
— Napayments.
QBF:Z»:E Costs & Loan Fee - - - 125,000 - - - - - - - - 125,000 - - - -
(72}
am. Debt Service 46,467 46,467 46,467 396,981 51,467 51,467 51,467 51,467 51,467 210,810 51,467 51,467 1,107,460 939,613 923,695 951,738 996,338

Reserve Account Balance

16,604

22,509

180,960

181,247

191,018

196,578

197,288

209,343

57,251

72,847

83,627

83,627

53,899

53,899

111,025

214,472



Case 10-62852-frall Doc 125 Filed 01/26/11

Pioneer Village - Year 2 Projection YEAR 2
Assuming Effective Date of April 1, 2011
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year 2 Year 3 Year 4 Year 5

Occupancy 90.9% 90.9% 92.9% 93.9% 93.9% 94.9% 94.9% 94.9% 94.9% 94.9% 94.9% 94.9% 93.9% 94.9% 94.9% 94.9%
R 265,128 265,020 282,102 284,877 284,640 286,875 285,985 285,860 285,713 285,632 286,132 286,170 3,384,131 3,416,618 3,569,150 3,729,310
Dietary 43,194 39,014 44,153 43,194 44,633 43,658 45,484 45,484 44,017 45,484 44,017 45,484 527,816 533,374 549,375 565,856
Housekeeping 6,490 5,862 6,634 6,490 6,706 6,560 6,860 6,860 6,639 6,860 6,639 6,860 79,459 80,294 82,703 85,184
Nursing/Assisted Living 31,808 28,730 33,089 32,032 33,100 32,042 33,585 33,585 32,502 33,585 32,502 33,585 390,144 392,662 404,441 416,575
Maintenance 35,389 30,338 32,830 33,524 36,658 32,544 33,283 39,333 32,590 34,783 32,630 33,283 407,182 410,256 422,564 435,241
Activities 5,932 5,358 6,063 5,932 6,129 5,995 6,272 6,272 6,069 6,272 6,069 6,272 72,635 73,399 75,601 77,869
Marketing 7,108 7,108 7,208 7,208 7,108 7,108 7,163 7,163 7,363 7,163 7,163 7,363 86,227 86,227 88,814 91,478
General/Ad minlstrative 46,519 43,024 47,451 46,568 47,773 46,880 48,564 48,564 47,337 48,564 47,337 48,564 567,144 571,449 578,668 585,802
Management Fee 13,256 13,251 14,105 14,244 14,232 14,344 14,299 14,293 14,286 14,282 14,307 14,308 169,207 170,831 178,458 186,466
Property Related 14,536 14,536 14,536 14,536 14,536 14,536 14,536 14,536 14,536 14,536 14,536 14,536 174,432 174,432 179,665 185,055
Total Operating 204,232 187,221 206,071 203,727 210,876 203,668 210,045 216,089 205,338 211,527 205,199 210,254 2,474,245 2,492,922 2,560,287 2,629,524
Net Operating Income 60,896 77,799 76,031 81,150 73,764 83,207 75,940 69,771 80,375 74,104 80,933 75,916 909,886 923,695 1,008,863 1,099,786
Other Income:
DIP Loan Proceeds
Release of Reserve Funds 93,951 10,099 104,050 15,480
Secured Creditors: Balance
Property Taxes 153,829 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 60,000 60,000 60,000 60,000

2008/2009 taxes paid on Effective Date, thereafter

$5000 per mo.
DIP Loan 590,000 8,850 8,850 8,850 8,850 8,850 8,850 8,850 8,850 8,850 79,650 106,200 106,200 106,200

Year 1: no payments, interest accrues. Years 2-5: 18%
interest only, 5 yr balloon.
PermierWest Bank 11,739,000 46,467 46,467 46,467 61,835 61,835 61,835 61,835 61,835 61,835 61,835 61,835 61,835 695,912 742,016 785,538 830,138
Year I: 4.75% interest only. Years 2&3: P&l at 475%
per annum, 30 yr amort 5 yr balloon. Years 485:
0.5% interest rate increase annually.
Hein Note 344,475
No Payments - Swap for Rent. Rent = $3,438, Loan
P&1= $3,932. Difference of $494/mo will be added
to principal.
_Unsecured Creditors:
EF Deposit Refunds (payable) 921,422 93,951 10,099 104,050 15,480
Semi-annual payments from Reserve Account.
General Unsecured Creditors
Paid in full on Effective Date.

Note Payable - Excelsior Inv. Co. 611,567
No payments.
Due To FCI 111,446

No payments.
Administrative Costs & Loan Fee

Total Debt Service 51,467 51,467 51,467 169,636 75,685 75,685 75,685 75,685 75,685 85,784 75,685 75,685 939,613 923,695 951,738 996,338

Excess Cash 9,429 26,332 24,564 5,465 (1,921) 7,523 256 (5,913) 4,690 (1,580) 5,249 231 74,323 57,126 103,448

Reserve Account Balance 83,627 93,055 119,387 143,951 55,465 53,544 61,067 61,322 55,409 60,099 48,420 53,668 53,899 53,899 53,899 111,025 214,472
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Pioneer Village - Year 3 Projection YEAR 3
Assuming Effective Date of April 1, 2011
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year 3 Year 4 Year 5
Occupancy 94.9% 94.9% 94.9% 94.9% 94.9% 94.9% 94.9% 94.9% 94.9% 94.9% 94.9% 94.9% 94.9% 94.9% 94.9%
Net Revenue 275,941 275,828 287,692 287,514 287,277 286,875 285,985 285,860 285,713 285,632 286,132 286,170 3,416,618 3,569,150 3,729,310
Dietary 45,113 40,747 45,113 43,658 45,113 43,658 45,484 45,484 44,017 45,484 44,017 45,484 533,374 549,375 565,856
Housekeeping 6,778 6,122 6,778 6,560 6,778 6,560 6,860 6,860 6,639 6,860 6,639 6,860 80,294 82,703 85,184
Nursing/Assisted Living 33,110 29,906 33,110 32,042 33,110 32,042 33,585 33,585 32,502 33,585 32,502 33,585 392,662 404,441 416,575
Maintenance 36,735 31,162 33,286 33,744 36,886 32,544 33,283 39,333 32,590 34,783 32,630 33,283 410,256 422,564 435,241
Activities 6,195 5,596 6,195 5,995 6,195 5,995 6,272 6,272 6,069 6,272 6,069 6,272 73,399 75,601 77,869
Marketing 7,108 7,108 7,208 7,208 7,108 7,108 7,163 7,163 7,363 7,163 7,163 7,363 86,227 88,814 91,478
General/Administrative 48,120 44,450 48,095 46,880 48,095 46,880 48,564 48,564 47,337 48,564 47,337 48,564 571,449 578,668 585,802
Management Fee 13,797 13,791 14,385 14,376 14,364 14,344 14,299 14,293 14,286 14,282 14,307 14,308 170,831 178,458 186,466
Property Related 14,536 14,536 14,536 14,536 14,536 14,536 14,536 14,536 14,536 14,536 14,536 14,536 174,432 179,665 185,055
Total Operating Exp 211,493 193,419 208,707 204,999 212,186 203,668 210,045 216,089 205,338 211,527 205,199 210,254 2,492,922 2,560,287 2,629,524
Net Operating Income 64,448 82,410 78,985 82,514 75,091 83,207 75,940 69,771 80,375 74,104 80,933 75,916 923,695 1,008,863 1,099,786
Other Income:
DIP Loan Proceeds - - - - - - - - - - - - -
Release of Reserve Funds - - - 2,688 - - - - - 12,791 - - 15,480
Secured Creditors: Balance
Property Taxes 93,829 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 60,000 60,000 60,000
2008/2009 taxes paid on Effective Date, thereafter
$5000 per mo.
DIP Loan 590,000 8,850 8,850 8,850 8,850 8,850 8,850 8,850 8,850 8,850 8,850 8,850 8,850 106,200 106,200 106,200
Year 1: no payments, interest accrues. Years 2-5:18%
interest only, 5 yr balloon.
PermierWest Bank 11,739,000 61,835 61,835 61,835 61,835 61,835 61,835 61,835 61,835 61,835 61,835 61,835 61,835 742,016 785,538 830,138
Year 1: 4.75% interest only. Years 2&3: P&l at
4.75% per annum, 30 yr amort, 5 yr balloon. Years
4&5: 0.5% interest rate increase annually.
Hein Note 344,475 - - - - - - - - - - - - -
No Payments - Swap for Rent. Rent = $3,438, Loan
P&1= $3,932. Difference of $494/mo will be added
to principal.
Unsecured Creditors:
EF Deposit Refunds (payable) 817,372 - - - 2,688 - - - - - 12,791 - - 15,480
Semi-annual payments from Reserve Account.
General Unsecured Creditors - - - - - - - - - - - - - -
Paid in full on Effective Date.
Note Payable - Excelsior Inv. Co. 611,567 - - - - - - - - - - - - -
No payments.
Due To Fa 111,446 - - - - - - - - - - - - -
No payments.
Administrative Costs & Loan Fee - - - - - - - - - - - - -
Total Debt Service 75,685 75,685 75,685 78,373 75,685 75,685 75,685 75,685 75,685 88,476 75,685 75,685 923,695 845,538 890,138
Excess Cash (11,236) 6,725 3,300 6,830 (594) 7,523 256 (5,913) 4,690 (1,580) 5,249 231 15,480 163,326 209,648
Reserve Account Balance 53,899 42,663 49,388 52,688 56,830 56,236 63,759 64,014 58,101 62,791 48,420 53,668 53,899 53,899 217,225 426,872
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EXHIBIT B

Asset Estimated Fair Estimated Costs Other than | Net Available
Description Market Value Liquidation Trustee Fee

Value
Real Property $14,000,000 $12,000,000 $500,000 $11,500,000
Personal $1,000,000 $500,000 $75,000 $425,000
Property
Total from above $11,925,000
Estimated Chapter 7 Administrative Claims $75,000
Estimated Chapter 11 Administrative Claims $80,000
Secured Claims $12,344,000
Unsecured Claims $1,800,000

Available for Unsecured Claims

$0
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