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MAGELLAN CHRISTIAN ACADEMIES OF Case No. 2:14-bk-12657-MCW
ARIZONA, LLC,

Debtor.

DISCLOSURE STATEMENT ACCOMPANYING CHAPTER 11 TRUSTEE’S
PLAN OF REORGANIZATION DATED MAY 3, 2017

L. Introduction

Debtor Magellan Christian Academies of Arizona, LLC (the "Debtor") filed
its voluntary petition under Chapter 11 of the United States Bankruptcy Code, 11
U.S.C. §§ 101 et seq. (the “Code”) on August 15, 2014. S. Cary Forrester (the
“Trustee”) was appointed as Chapter 11 Trustee for the Debtor and its estate on
August 7, 2015. This Disclosure Statement (the “Disclosure Statement”) is
submitted in support of the Chapter 11 Trustee’s Plan of Reorganization dated
May 3, 2017 (the “Plan”). A copy of the Plan is attached as Exhibit “A.” Capitalized
terms used in this Disclosure Statement have the meanings attributed to them in
the Plan and/or in the Code.

I1. OVERVIEW AND RECOMMENDATION OF PROPONENT

The Plan provides for the payment in full of all Allowed Claims, with
interest, as follows: (A) The amounts owing to holders of priority claims will be

paid in full on the Effective Date; (B) the amounts owing holders of priority tax
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claims will be paid in full on the Effective Date or within sixty days thereafter; (C)
the holders of allowed administrative priority claims will be paid in full through
monthly installments after priority claims and priority tax claims are paid in full;
(D) Team Funding Solutions” allowed secured claim, if any, will be paid in full
through monthly installments, with interest at the non-default contract rate, after
priority claims, priority tax claims, and allowed administrative priority claims are
paid in full; (E) general unsecured creditors will be paid in full, in monthly
installments, together with interest at the rate of 4.5% per annum, after priority
claims, priority tax claims, allowed administrative priority claims, and Team
Funding Solution’s secured claim are paid in full; (F) the cure payments to the
landlord will be made at the rate of $5,000 per month until all other claims are paid
in full and will then increase to an amount equal to Debtor’s Net Monthly Income,
as defined in the Plan, with minimum payments of $10,000 per month; and (G)
Debtor’'s members will retain their equity interests and their rights will not
otherwise be altered.

The funding source for the Plan is the net income generated from the
operation of Debtor’s business.

The Trustee recommends that the Plan be accepted and approved because it
provides for the payment in full of all claims, preserves Debtor’s business and
business relationships, preserves the jobs of Debtor’s employees, and preserves the
rights and interests of Debtor’s equity holders. The alternative to the plan is the
sale of Debtor’s business or the liquidation of Debtor” assets, either of which would

result in a reduced return to Debtor’s equity holders.
A.  General Information Regarding the Plan and Disclosure Statement.

This Disclosure Statement is intended to provide you with sufficient
information about Debtor and the Plan to make an informed decision about
whether to vote to accept or reject the Plan. It will be used to solicit acceptances of
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the Plan only after the Bankruptcy Court has determined that it contains adequate
information. Approval of the Disclosure Statement by the Bankruptcy Court is not
an opinion or ruling on any issue other than whether it contains adequate
information. Approval of the Disclosure Statement does not mean that the Plan
has been, or will be, approved by the Bankruptcy Court.

The Bankruptcy Court will conduct a hearing on the Plan on

(the “Confirmation Hearing”) at the United

States Bankruptcy Court, 230 North First Avenue, Courtroom 702, 7% floor,
Phoenix, Arizona 85003, before the Hon. Madeleine C. Wanslee. At the
Confirmation Hearing, the Bankruptcy Court will consider whether the Plan
satisfies the requirements of the Code. The Bankruptcy Court will also receive and
consider a ballot report prepared by the Trustee that will tally the votes accepting
or rejecting the Plan. Accordingly, all votes properly and timely cast are important
because they can determine whether the Plan will be confirmed. Once confirmed,
the Plan is binding on all Creditors and other parties in interest in this case
regardless of whether any particular Creditor or shareholder votes to accept the
Plan.
THIS DISCLOSURE STATEMENT IS NOT THE PLAN. FOR THE
CONVENIENCE OF CREDITORS AND SHAREHOLDERS, THE
PLAN IS SUMMARIZED IN THIS DISCLOSURE STATEMENT. THE
SUMMARY IS QUALIFIED IN ITS ENTIRETY BY THE PLAN
ITSELF. IF THERE IS ANY INCONSISTENCY BETWEEN THIS

DISCLOSURE STATEMENT AND THE PLAN, THE PLAN
CONTROLS.

B.  Representations Regarding this Disclosure Statement.

While the Trustee has attempted to insure that all information in this
Disclosure Statement is accurate, it has not been subjected to a certified audit or

other independent review. Other than as stated in this Disclosure Statement, the
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Trustee has not authorized any representations or assurances concerning Debtor’s
business or assets. In deciding whether to accept or reject the Plan, you should not
rely on any information relating to Debtor, the Trustee, or the Plan other than the
information contained in this Disclosure Statement or the Plan. You should report
any unauthorized representations or inducements to counsel for the Trustee, who
may present such information to the Bankruptcy Court for such action as may be
appropriate. This Disclosure Statement is a solicitation by the Trustee only, and
not by his Professionals.

C.  Whois Entitled to Vote.
If you hold an Allowed Claim that is impaired by the Plan, you are entitled to
vote to accept or reject the Plan. An Allowed Claim is one that has been allowed
within the meaning of Section 502 of the Code or temporarily allowed within the
meaning of Rule 3018(a), Federal Rules of Bankruptcy Procedure. An impaired
Claim is one that is impaired within the meaning of Section 1124 of the Code.
Holders of Equity Interests would also have voting rights if their interests were
impaired by the Plan, but they are not.

1. Allowed Claims.
You have an Allowed Claim if: (a) You timely filed a proof of Claim and no one
objected to it; or (b) you timely filed a proof of Claim, an objection was filed, but
the Bankruptcy Court overruled the objection and allowed the Claim; or (c) your
Claim was listed by Debtor in the schedules it filed with the Bankruptcy Court
(including any amendments) as liquidated, non-contingent, and undisputed and
no one objected to it; or (d) your Claim was listed by Debtor in the schedules it
tiled with the Bankruptcy Court (including any amendments) as liquidated, non-
contingent, and undisputed, an objection was filed, and the Bankruptcy Court

overruled the objection and allowed your Claim.
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If your Claim is not an Allowed Claim, it is a Disputed Claim, and you will
not be entitled to vote on the Plan unless and until the Bankruptcy Court
temporarily or provisionally allows it for voting purposes pursuant to Rule 3018,
Federal Rules of Bankruptcy Procedure. If you are uncertain about the status of
your Claim, you should review the Bankruptcy Court records carefully, including
the schedules and any amendments thereto. You should seek legal advice if you
have any dispute with the Trustee about your Claim. Neither the Trustee nor his
professionals can advise you about such matters.

All creditors should be aware that their Claims are subject to objection by
the Trustee and other interested parties. The deadline for filing such objections is
90 days after the Effective Date. The Trustee reserves all of its rights with respect
to the allowance or disallowance of any and all Claims including, without
limitation, the right to object to them, assert counterclaims, seek to subordinate
them, and seek affirmative relief against creditors. In voting on the Plan, creditors
may not rely on the absence of an objection to their proofs of claim as an indication
that the Trustee or other parties in interest will not object to them, assert
counterclaims, seek to subordinate them, or seek affirmative recoveries against
such creditors.

2. Impaired Claims and Equity Interests

An Allowed Claim or Equity Interest is deemed impaired if the holder’s
legal, equitable, or contractual rights are altered in any manner by the Plan or, in
the case of an Allowed Claim, if it will not be paid in full under the Plan. The Plan
states whether each Class of Claims or Equity Interests is impaired. Holders of
Claims or Equity Interests that are not impaired are deemed to have accepted the
Plan. Holders of Claims or Equity Interests that are not entitled to receive or retain
any property under the Plan on account of such Claims or Equity Interests are

deemed to have rejected it.
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D.  Procedures for Voting.

After this Disclosure Statement has been approved by the Bankruptcy
Court, and except as otherwise ordered by the Bankruptcy Court, all Creditors and
Equity Security holders who are entitled to vote on the Plan will be sent: (i) a ballot,
together with instructions for voting (the “Ballot”); (ii) a copy of this Disclosure
Statement as approved by the Bankruptcy Court; and (iii) a copy of the Plan. You
should read the Ballot carefully and follow the instructions. Please use only the
Ballot sent with this Disclosure Statement. You should complete your Ballot and

return it by mail, email, or telefax, to:

S. Cary Forrester, Esq.

FORRESTER & WORTH, PLLC

3636 North Central Avenue, Suite 700
Phoenix, Arizona 85012-1927

Fax No. (602) 271-4300

E-mail: scf@forresterandworth.com

TO BE COUNTED, YOUR BALLOT MUST BE RECEIVED AT THE
ADDRESS LISTED ABOVE BY 11:59 P.M., MOUNTAIN STANDARD
TIME, ON , 2017. IF YOUR BALLOT IS NOT TIMELY
RECEIVED, IT MAY NOT BE COUNTED IN DETERMINING
WHETHER THE PLAN HAS BEEN ACCEPTED OR REJECTED.

E. Summary of Voting Requirements.

In order for the Plan to be confirmed, the Plan must be accepted by at least
one impaired Class of Claims. For a Class of Claims to accept the Plan, votes
representing at least two-thirds in amount and a majority in number of the
Claims voted in that Class (not including votes of insiders) must be cast to accept
the Plan. The Trustee is seeking acceptances from holders of Allowed Claims in
the following Classes which are impaired under the Plan: 3 and 4.

For a Class of Equity Interests to accept the Plan, votes representing at
least two-thirds in amount of Allowed Equity Interests voted in that Class must

be cast to accept the Plan. The Proponents are not seeking acceptances from

6

Case 2:14-bk-12657-MCW Doc 337 Filed 05/03/17 Entered 05/03/17 16:48:34 Desc
Main Document  Page 6 of 51



holders of Allowed Equity Interests in Class 5 because they are unimpaired
under the Plan.

It is important that holders of Allowed Impaired Claims exercise their
rights to vote to accept or reject the Plan. The Trustee believes that the treatment
of Creditors under the Plan is the best alternative for them and recommends
that the holders of Allowed Claims vote in favor of the Plan.

III. GENERAL INFORMATION AND BACKGROUND

Because the Trustee was not appointed until August 7, 2015, he lacks
personal knowledge of the events that preceded his appointment. Accordingly,
much of the information discussed below is derived from Debtor’s First Disclosure
Statement, which was filed on February 24, 2015. The information concerning
Debtor’s financial performance and the projections of Debtor’s future performance
is derived from information compiled by the Trustee and his professionals.

A. Information Provided by Debtor.

Debtor operates a child-care facility. It was formed on May 12, 2011. It
currently has 18 full time and 3 part-time employees. The startup of its operations
took longer than anticipated due to numerous planning changes (which were
unanticipated by the general contractor even though it had considerable childcare
center build-out experience) required by the state licensing agency and the city
building department. Additionally, the local economy had not emerged from the
recession as quickly or as strongly as anticipated by local economics experts with
resulting higher unemployment and lower wages within the community. Debtor
set aside considerable capital in anticipation of the above, but the capital was
eventually exhausted (approximately $450,000) due to the circumstances
described above. Enrollments were not as anticipated, and Debtor was unable to

produce a sufficient cash flow.
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As a result, Debtor fell behind on its rent. Debtor and its landlord were
unable to come to terms, and the landlord threatened a lockout, ultimately leaving
Debtor no choice but to file this bankruptcy case.

After the bankruptcy filing, Debtor worked diligently to increase enrollment
so that it could pay its current expenses, reach resolutions with its secured
creditors, pay arrearages, and ultimately pay its general unsecured creditors in
full.

i SIGNIFICANT EVENTS DURING THE BANKRUPTCY BEFORE
THE TRUSTEE’S APPOINTMENT

a. Administrative Proceedings

Debtor filed for relief under Chapter 11 of the Bankruptcy Code on August
15, 2014. A first meeting of creditors was held on September 16, 2014.

b.  Retention of Professionals

Debtor retained Aiken Schenk Hawkins & Ricciardi P.C. (“ASHR”) to act as
its bankruptcy counsel. An order approving ASHR’s employment was signed by
the Court on August 27, 2014.

On October 8, 2014, Debtor filed a Petition for Authority to Retain Guy T.
Selander, Jr., CPA, CFE and Selander & Associates CPA, PA (“Selander”) as its
accountant. Selander assisted the Debtor in general accounting matters, as needed,
financial consulting services, and the preparation of tax returns. On October 8, 2014,
the Court signed an Order approving the retention of Selander.

C. Motion for Order Establishing Adequate Assurance For Utilities

Pursuant to 11 U.S.C. §366(c)

On August 27, 2014, Debtor filed a motion for entry of an order (A)
prohibiting utilities from altering, refusing or discontinuing services, and (B)
determining that a deposit of one month’s average service charges, calculated on
the basis of the preceding twelve monthly invoices, suffices to assure the utility

companies of Debtor’s ongoing performance and constitute adequate assurance of
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payment under 11 U.S.C. §366(c)(1)(A)(2). A hearing was held on September 3,
2014.

d. Emergency Motion for an Order: (A) Authorizing Payment of
Unpaid Pre-petition Wages, Salaries, Reimbursement of Expenses
and Employee Benefits; and (B) Directing All Banks to Honor Pre-
Petition Checks for Payment of Pre-Petition Employee Obligations

On August 27, 2014, Debtor filed a motion for entry of an order: (a)

Authorizing it to pay unpaid pre-petition wages, salaries, reimbursement of
expenses and employee benefits; and (b) directing all banks to honor pre-petition
checks for payment of such pre-petition employee obligations. On September 2,
2015, the US Trustee’s Office filed an objection to the Motion. A hearing was held
on September 3, 2014 and the Court signed an Order approving the motion on
September 22, 2014.

e. Claims Bar Date

On September 10, 2014, Debtor filed a Motion to Set Bar Date to File Claims.
On October 10, 2014 the Court signed an Order setting November 28, 2014 as the
bar date for claims.

f. Stipulation for Claim Treatment with TCF Equipment Finance

On September 11, 2014, Debtor filed a Stipulation for Claim Treatment with
TCF Equipment Finance (“TCF”) regarding TCF’'s claim secured by a 2012
Chevrolet Commercial Cutaway Blue Bird Bus (the “Vehicle”). The parties agreed
to the value of the claim and its treatment. On November 3, 2014 the Court signed
an Order approving the Stipulation. Subsequently, Debtor sold the Vehicle and TCF
agreed to release its claim. To document the release, the Trustee filed an objection
to TCF's claim on November 23, 2015, TCF did not respond, and an order
disallowing the claim has been lodged.
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8. Stipulation for Claim Treatment with Pawnee Leasing Corporation

On October 21, 2014, Debtor filed a Stipulation for Claim Treatment with
Pawnee Leasing Corporation (“Pawnee”) regarding Pawnee’s claim regarding the
“Watch Me Grow” streaming video and digital recording camera system with
related equipment, cabling, jacks, plates, and an intercom with air phone parts
(collectively the “Equipment”). The parties agreed that Magellan would make 24
monthly payments of $518.00 in full satisfaction of the claim. On November 19,
2014 the Court signed an Order approving the Stipulation. The payments were
completed in August of 2016.

h. Motion to Extend the Lease Assumption or Rejection Deadline

On November 12, 2014, Debtor filed a motion to extend the deadline for
assumption or rejection of its lease with Lumberjack Capital-Greenfield Plaza II,
LLC (“Lumberjack”) for an additional 90 days, through February 11, 2015. On
November 14, 2014, Lumberjack objected, but the Court overruled the objection and
granted the motion.

i. Stipulation for Claim Treatment with CIT Finance, LLC

On November 13, 2014, Debtor filed a Stipulation for Claim Treatment with
CIT Finance, LLC (“CIT”) regarding CIT’s claim secured by a Konica Minolta C280
copier (the “Copier”). The parties agreed that Debtor would make 12 monthly
payments of $208.33 in satisfaction of CIT’s secured claim, and that CIT would then
have an allowed unsecured claim of $3,182.67. On December 10, 2014 the Court
signed an Order approving the Stipulation. The Trustee completed the monthly
payments in December of 2015.

j Lumberjack’s Motion for Payment of Administrative Costs to

Landlord

On November 14, 2014, Lumberjack filed a Motion for Payment of

Administrative Costs to Landlord. Debtor objected and a hearing was held on

February 3, 2015. At the hearing, the Court scheduled an evidentiary hearing for
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April 1, 2015, which was subsequently postponed and has not yet been held.
However, as discussed in more detail below, the Trustee has been making cure
payments to Landlord and proposes to pay its allowed claim in full and assume
the lease.

k. Motion to Assume Lease with Lumberjack

On January 15, 2015, Debtor filed a motion to assume its lease with
Lumberjack for the property located at 1847 South Greenfield Road, Suites 101-
106, Mesa, Arizona 85206 (the “Property”), where Debtor conducts its business.
Debtor made various offers to cure the pre-petition arrearages owing to
Lumberjack. Lumberjack objected to the motion. The Court scheduled an
evidentiary hearing for April 1, 2015, which was subsequently postponed and has
not yet been held. However, as discussed in more detail below, the Trustee has
been making cure payments to Landlord and proposes to assume the lease. In
addition, the Trustee has now joined in Debtor’s motion to assume the lease.

L. Motion to Sell Personal Property Free and Clear of Liens, Claims
and Interests and Motion to Purchase Personal Property Free and
Clear of Liens, Claims and Interests
On February 13, 2015, Debtor filed a motion for authorization to sell the
Vehicle, as described above, to Hi-Tech Academy and, as part of the transaction, to
purchase a 2004 Ford Van from Hi-Tech Academy. The Court approved the motion
and the transaction was completed.
ii. DESCRIPTION OF ASSETS OF THE DEBTOR
The values ascribed to the assets below are based on the Debtor’s best
estimate and other factors such as the purchase price, comparable sales, and tax
assessments, and where applicable as referenced below, on appraisals obtained.

Bank Accounts. The Debtor held approximately $1,325 in business bank

accounts at the time of the filing of the petition for relief herein. The Debtor’s cash
has been used in the operation of its business.
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Security Deposits. SRP holds a deposit in the total amount of $2,650.00. Team
Funding Solutions holds a deposit in the amount of $3,834.00.
Miscellaneous Books and Pictures. Debtor listed approximately $500.00 for

miscellaneous books.

Insurance Policies. Debtor listed ownership in the following insurance

policies, which have indeterminate surrender value: (i) General
liability/Automobile Liability Insurance Policies from Markel Insurance Group; and

(if) Workers” Compensation Insurance Policies from Hartford Insurance Group.

Office Equipment, Furnishings and Supplies. In its Schedule B, Debtor listed
three computers valued at $3,834.00 and desks valued at $500. It also listed
$25,000.00 in miscellaneous office equipment, furniture and supplies.

Financial Reports. The Debtor’s monthly operating reports are current and

copies can be obtained from the Court’s electronic docket or from the Trustee’s
counsel.

B.  Information Provided by the Trustee.

On June 8, 2015, the landlord, Lumberjack, filed a motion to appoint a
Chapter 11 Trustee [DE 195]. It argued that Debtor’s management was using
operating funds to pay personal expenses without reporting this misuse of estate
funds and that creditors and the estate were being harmed as a result. The United
States Trustee joined in the motion on July 30, 2015 [DE 220]. Debtor opposed it,
and a hearing was held on August 3, 2015, after which the Court entered its orders
appointing the Trustee [DE 229 and 233].

Following his appointment, the Trustee took control over Debtor’s bank
accounts and placed Mr. Blitch on a salary of $3,500 per month. The Trustee also
retained Edward M. Burr of Henry & Horne, LLP, to act as his financial adviser.

One or both of them interviewed Mr. Blitch, Debtor’s onsite managers, and counsel
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for Lumberjack, reviewed operational issues, and outlined a path to a consensual
plan of reorganization.

Debtor’s operating results had already started to improve when the Trustee
was appointed, and continued to do so through the date of this Disclosure
Statement. As a result, the Trustee has been able to bring current almost all of
Debtor’s post-petition obligations, including the following:

1. Completion of lease payments to CIT of $208.33 per month (residual
allowed unsecured claim of $3,182.67);

2. Completion of lease payments to Pawnee Leasing of $518.00 per
month (no residual);

3. Payment of approximately $38,132.14 in administrative claims owing
to the IRS and ADOR;

4. Payment of approximately $182,225.51 in administrative claims
owing to various professionals, including Debtor’s counsel, the
Trustee, the Trustee’s counsel, the Trustee’s financial adviser, and
Debtor’s tax accountant, leaving an unpaid balance of approximately
$68,000;

5. Cure payments to Lumberjack totaling $51,855 (post-petition rent is
current);

VI. DESCRIPTION OF THE PLAN OF REORGANIZATION

The following description of the Plan is for informational purposes only and
does not purport to change or supersede any of the language of the Plan. Each
holder of a Claim or Equity Interest is urged to read the Plan carefully with respect
to the proposed treatment of their Claim or Equity Interest, and, if necessary, to
consult with legal counsel. The Plan, if confirmed, will be binding upon Debtor, its

Creditors, and its Equity Security Holders.
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IF THERE IS ANY INCONSISTENCY BETWEEN THE TERMS OF
THE PLAN AND THIS DISCLOSURE STATEMENT, THE TERMS
OF THE PLAN CONTROL.

A.  Funding Sources. Funding for the Plan will come from Debtor’s Net
Monthly Income and from any unreserved funds on hand as of the Effective
Date. Net Monthly Income is defined as follows: All income generated from the
operation of Debtor’s business after payment of operating expenses and
overhead, including, without limitation, food, supplies, taxes, rent, Minimum
Cure Payments to Landlord ($5,000 per month), payroll, withholdings, repairs,
replacements, tuition rebates and refunds, payments to the Plan Trustee, and
professional fees. The amount of Monthly Net Disposable Income will be
calculated for each month by the 15t of the next succeeding month and will be
made available for the payment of creditors in accordance with the terms of the

Plan.

B.  Estimated Distributions. The Trustee provides the following

estimate of Claims and distributions:

Class/Nature of Claim Treatment | Estimated | Est. Date Range of
Amount Distributions

Within 6 mos. after

Administrative Claims N/A $68,000.00 the Effective Date

Class 1 Priority Claims Unimpaired $100.00 | Effective Date

ithin 2 .
Class 2 Priority Tax Claims | Unimpaired $14,204.37 Within 2 mos. after

the Effective Date
Class 3 Team Funding Impaired 0| N/A
Solutions Secured Claim
Class 4 Unsecured Claims Impaired $8,505.84 | Within 9 mos. after
the Effective Date
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Unclassified Cure N/A $103,043.49 | $5,000 per month
Payments to Lumberjack and balance within
13 mos. after the
Effective Date
Payment of Additional N/A $30,000.00 | Within 15 mos. after
Security Deposit to the Effective Date
Lumberjack
Unclassified subrogation N/A $38,132.14 | Within 18 mos. after
claim of Tom Blitch the Effective Date
TOTAL $261,985.84

C. Classification and Treatment of Claims and Interests.

The Plan classifies Claims and Equity Interests in various Classes and
specifies the treatment afforded to each Class. As of the Confirmation Hearing,
any Class that does not contain a Claim will be deemed deleted from the Plan.
Similarly, any Class that does not contain any Allowed Claims (or Claims
temporarily allowed for voting purposes) will be deemed deleted for voting
purposes. The following is a summary of the treatment provided for each Class.

1. Class 1 (Priority Claims). Each holder of an Allowed Class 1 Claim
will be paid in cash in full upon the Effective Date. Class 1 is unimpaired under
the Plan.

2. Class 2 (Priority Tax Claims). Each holder of an Allowed Class 2
Claim will be paid in full on the Effective Date to the extent of available funds.
Each holder of a secured Class 2 Claim will retain its lien or other security interest
until the Claim has been paid in full. To the extent that there is insufficient Net
Monthly Income to pay all Allowed Class 2 Claims on the Effective Date, the
balance owing will be paid by the 15" day of the first full calendar month after the

Effective Date. Class 2 is unimpaired under the Plan.
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3. Class 3 (Team Funding Solutions” Secured Claim). Team Funding
Solutions will retain its security interest in specified items of Debtor’s personal
property until its claim is paid in full. For so long as the payments required to be
made to it under the Plan are not in default, Debtor will be deemed to be current
and not delinquent for all purposes. Team Funding Solutions’ Allowed Secured
Claim will be paid in full, together with interest at the non-default contract rate
from and after the Petition Date, from Debtor’s Net Monthly Income, but only after
Allowed Administrative Claims and Allowed Class 1 and 2 Priority Claims have
been paid in full.

4. Class 4 (General Unsecured Claims). The Allowed Class 4 Claims
will be paid in full, together with interest at the rate of 4.5% per annum from and
after the Petition Date, from Debtor’s Net Monthly Income, but only after Allowed
Administrative Claims, Allowed Class 1 and 2 Priority Claims, and the Allowed
Class 3 Secured Claim have been paid in full.

5. Class 5 (Interests). All of Debtor’s members will retain their Equity
Security interests. Class 5 is unimpaired under the Plan.

6. Disputed Claims will be treated as follows: At the time of any
Distribution to holders of Allowed Claims in a particular Class, an amount
sufficient to have paid each holder of a Disputed Claim in that Class its pro rata
share of such Distribution, calculated as though such Disputed Claim were an
Allowed Claim, will be reserved for the potential benefit of the holders of such
Disputed Claims, and thereafter distributed in accordance with the terms and
provisions of this Plan.

7. Unclassified Claims. Each holder of an Allowed Administrative
Claim will be paid in monthly installments beginning on or after the Effective Date
but only when all Allowed Priority Claims in Classes 1 and 2 have been paid in

full, and continuing until all Allowed Administrative Claims have been paid in
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full. The amount of each monthly installment paid to the holder of an Allowed
Administrative Claim will be equal to that claimant’s pro rata share of the Net
Monthly Income from the previous month reduced by any payments to holders of
Allowed Priority Claims in Classes 1 and 2, unless such holder agrees in writing
to other treatment or the amount of such Claim is not due on the Effective Date, in
which case it will be paid when it is due. Professionals employed at the expense of
the estate on or before the Effective Date, and any entities that may be entitled to
reimbursement or allowance of fees and expenses pursuant to Section 503(b) of the
Bankruptcy Code, will receive the amount awarded to them at such time as an
order is entered pursuant to Sections 330, 331 or 503(b) of the Bankruptcy Code.
Ordinary post-petition operating expenses incurred before or after the Effective
Date, such as taxes, salaries, fees, and insurance, that do not require Court
approval, will be paid in the ordinary course of business as and when due.
Debtor’s principal, Thomas Blitch, holds an unclassified administrative
priority claim in the amount of $38,213.19, by way of subrogation to the claim of
Debtor’s counsel, Aiken Schenk Hawkins & Ricciardi, P.C. (“Aiken Schenk”). The
claim arose on September 10, 2015, when Aiken Schenk received a payment in that
amount from the sale of real property owned by Mr. Blitch, which had been
pledged as security for Aiken Schenk’s fees in this case. See, Supplemental Unsworn
Declaration Pursuant to Rule 2016 under Penalty of Perjury by Attorney for Debtor, DE
258. Mr. Blitch has agreed to defer any payments on his subrogation claim until
all cure payments to the Landlord have been made and the underlying lease has
been fully reinstated, provided only that the Landlord refrain from executing on
its judgment against him (on his guaranty of the lease obligations) for so long as
the cure payments provided for under this Plan are made in a timely fashion.
Landlord has no obligation to refrain from executing on the judgment, but if it

chooses to do so Mr. Blitch’s subrogation claim will then be paid in accordance
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with the provisions of this Article IV(A), but only after Aiken Schenk’s claim has
been paid in full. See 11 U.S.C. § 509(c).

Compensation earned by the Plan Trustee or by professionals employed by
the Plan Trustee after the Effective Date need not be approved by the Court
pursuant to Sections 330, 331 or 503(b) of the Bankruptcy Code, or otherwise, and
will be paid in the ordinary course of business as and when due.

ANY PERSON OR ENTITY CLAIMING TO HOLD AN

EXPENSE OF ADMINISTRATION AS OF THE EFFECTIVE

DATE OF THE PLAN, MUST HAVE FILED A MOTION

FOR ALLOWANCE OF ADMINISTRATIVE EXPENSE

WITH THE COURT AND SERVED A COPY ON COUNSEL

FOR THE TRUSTEE NOT LATER THAN 30 DAYS AFTER

THE EFFECTIVE DATE, OR SUCH CLAIM WILL BE
DISALLOWED.

D. Summary of Other Plan Provisions.

1. Cash Reserves. The Trustee will have established an Operating
Reserve of not less than $20,000 on or before the Effective Date. The Cash Reserve
will be held in an interest bearing bank account. All cash that is not paid to
Creditors on the Effective Date, including the Operating Reserve, will be held by
the Plan Trustee and used only for future Plan payments, operating expenses, and
overhead.

2. Disbursing Agent. The Plan Trustee will function as disbursing agent
under the Plan and will be compensated for his services at his standard hourly
rate, which is presently $355.00 per hour.

3. Management. Until the Plan is consummated, as defined below, the
Plan Trustee will have all decision making authority and powers associated with
the ownership and operation of Debtor’s business. He will also control all of

Debtor’s bank accounts and will be the sole signer on those accounts. Nonetheless,
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until otherwise directed by the Plan Trustee, Debtor’s day-to-day business affairs
will continue to be managed by Tom Blitch, who will receive a salary of $4,500 per
month. When the Plan has been consummated, as defined below, all decision
making authority and power, and control over Debtor’s bank accounts, will revert
to Tom Blitch or his designee. The Plan Trustee may retain and compensate such
professionals as he deems necessary in his discretion.

4. Reports to Landlord. The Plan Trustee will provide monthly reports
to Landlord, in the form of a profit and loss statement and bank statements for
each of Debtor’s bank accounts, for the immediately preceding calendar month.
All such reports will be emailed to Landlord by the 20th day of each succeeding
month.

5. Sale of Business. The Plan Trustee may sell Debtor’s business and
assign the Real Estate Lease and any equipment leases if it appears at any time that
Debtor’s operations are unsustainable or that a default under the Plan is imminent,
provided, however, that (i) Landlord must consent in writing to the assignment of
the Real Estate Lease to any purchaser, or (ii) the Court must enter an order
determining that there is adequate assurance of future performance under the Real
Estate Lease within the meaning of § 365 of the Code. The Plan Trustee may not
sell the Debtor’s business unless the sales price is sufficient to satisty all required
payments under the Plan. The Plan Trustee may sell the Debtor’s business without
obtaining Court approval or, alternatively, may seek such approval under Code
§§ 363 and 365.

6. Consummation of the Plan. The Plan will be deemed consummated
when: (i) all required Plan payments have been made; (ii) the Landlord has
received a security deposit in the amount of $30,000 in addition to its existing

security deposit.
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7. Authority to Settle and Assign. In accordance with Bankruptcy Code
§1123(b)(3), the Reorganized Debtor will own and retain, and may prosecute,
enforce, compromise, settle, release, or otherwise dispose of, any and all claims,
defenses, counterclaims, setoffs, and recoupments belonging to the Debtor or the
Estate, without further order of the Court.

8. Location of Claimants. If the Plan Trustee is unable to locate a
Claimant, he will hold the amount of any Distribution to such Claimant as though
such Claim were a Disputed Claim. He will hold that amount for 120 days and, if
the address of the Claimant is then still unknown, the amount will be distributed
to other Claimants. The Plan Trustee will have fulfilled any duty that it may have
to locate the holder of a Claim by mailing any Distribution to the address for that
Claimant set forth in the Master Mailing List or in any Proof of Claim or Notice of
Appearance filed with the Court. The Plan Trustee will be under no obligation to
undertake further efforts to locate the holder of a Claim if the Distribution is
returned "addressee unknown," and the Plan Trustee may delete any such
Claimant from its mailing list.

9. Uncashed Distribution Checks. Any Distribution check that has not
been returned by the U.S. Post Office but which has not been cashed within 60
days after it is mailed, will be deemed undeliverable. The Plan Trustee will be
authorized to stop payment on such check and the payee will thereafter be treated
in the manner set forth above for Claimants whose addresses are unknown.

10.  Notices. In order to minimize the expense of providing notices after
the Confirmation Date, only Special Notice Creditors will receive notice of matters
brought before the court after the Confirmation Date. The failure of a creditor to
become a Special Notice Creditor by filing a Notice of Appearance and/or Request
for Notice after the Confirmation Date will not affect such creditor’s right to

receive any Distributions provided for under the Plan.
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11.  Effective Date/Condition to Confirmation. The Effective Date is
thirty calendar days after the Confirmation Order has been entered by the Clerk
of the Bankruptcy Court.

12.  Discharge. Except as otherwise specifically provided in the Plan,
confirmation of the Plan will discharge the Debtor from any debt that arose prior
to the Confirmation Date and any debt of a kind specified in §§ 502(g) through (i)
of the Code, whether or not a proof of claim based upon such debt is filed or
deemed filed under § 501 of the Code, whether or not such Claim is allowed under
§ 502 of the Code and whether or not the holder of such Claim has accepted the
Plan. The provisions of this Article are not intended to, nor shall they be construed
as, limiting the scope of the discharge provided by § 1141 of the Code.

13. Automatic Stay and Post-Confirmation Injunction. Not-
withstanding any other provisions of the Plan, the automatic stay will terminate
on the Effective Date, but all holders of Claims dealt with by the Plan, and all
creditors who received notice of the Case, will be enjoined from pursuing
collection of their Claims from the assets of the Debtor, the estate, and the
Reorganized Debtor.

14. Release and Extinguishment of Liens, Claims and Encumbrances.
Except as otherwise provided herein, all property dealt with by the Plan is free
and clear of all liens, claims, and interests of creditors and Equity Security holders
from and after the Effective Date.

15.  Executory Contracts. With the exception of the Real Estate Lease,
which is assumed under the Plan, all executory contracts and unexpired leases that
have not previously been assumed will be deemed rejected as of the Effective Date,
unless specific written notice of intent to assume is mailed or delivered by the
Trustee to the other contracting party before the Effective Date. All prepetition

arrearages and other cure amounts owing to Landlord will be paid as follows: (A)
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the Minimum Monthly Cure Payment to Landlord will be added to the rent
payment for the first full calendar month after the Effective Date and each
subsequent monthly rent payment until all Allowed Administrative Claims and
Allowed Claims in Classes 1-4 are paid in full; and (B) once all Allowed
Administrative Claims and Allowed Claims in Classes 1-4 are paid in full,
Landlord will receive all Net Monthly Income until it has received an amount
equal to all prepetition arrearages and other cure amounts owing to it, provided,
however, that the payments of Net Monthly Income together with the Minimum
Monthly Cure Payment must be in an amount equal to or greater than $10,000
beginning with the first full calendar month after all Allowed Administrative
Claims and Allowed Claims in Classes 1-4 are paid in full. Payments of Net
Monthly Income will continue after all prepetition arrearages and other cure
amounts have been paid to Landlord until Landlord has received an additional
$30,000, which it will hold as an additional security deposit under the terms of the
Real Estate Lease. Any dispute over the cure amount will be resolved by the Court

In the event of assumption of any executory contracts or unexpired leases
other than the Real Estate Lease, and except as otherwise agreed to by the other
contracting party, all pre-petition defaults will be cured on the Effective Date or as
soon thereafter as is reasonably practicable. In the event of any dispute over the
cure amounts, the dispute will be resolved by the Court. All parties to rejected
executory contracts and unexpired leases will have 14 calendar days after the
Confirmation Date to file a Proof of Claim for the damages, if any, resulting from
such rejection. All parties to rejected contracts and leases who have timely filed
Proofs of Claim for damages, if any, resulting from such rejection, will be treated
as holders of Class 4 Allowed or Disputed Claims, as appropriate. Any party in
interest may file an objection to a Claim for damages arising from rejection of an

executory contract or lease. The failure of any party to a rejected contract or lease
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to timely file a Proof of Claim will bar said party from participating under the Plan
or from receiving any payment on account of such rejected executory contract or
lease.

16.  Retention and Enforcement of Claims. The Plan preserves in full for
the benefit of the Reorganized Debtor the Retained Causes of Action and all other
claims and causes of action of any sort owned by the Debtor or estate, pursuant to
§ 1123(b)(3) of the Code, other than those expressly released by the terms hereof.
Such Retained Causes of Action and all other claims and causes of action will be
controlled by the Plan Trustee. The Plan Trustee is hereby designated as the estate
representative pursuant to and in accordance with Bankruptcy Code
§1123(b)(3)(B).

17. Modification of the Plan. The Trustee reserves the right to propose
modifications or amendments to the Plan at any time prior to the Confirmation
Date. After confirmation, the Plan Trustee may, with Court approval, and so long
as it does not materially or adversely affect the interests of creditors, remedy any
defect or omission, or reconcile any inconsistencies in the Plan, or in the
Confirmation Order, in such manner as may be necessary to carry out the purposes
and effect of the Plan. The foregoing provisions of this Article do not limit the
ability of any party to modify the Plan under Code § 1127 and applicable Rules.

18.  Exculpation. The Trustee, the Plan Trustee, and their advisors,
attorneys, consultants, officers, managers, and agents (the “Exculpated Parties”)
will neither have nor incur any liability to any holder of a Claim or Equity Security,
or any other party in interest, or any of their respective shareholders, former
shareholders, members, former members, agents, employees, representatives,
financial advisors, attorneys, consultants, affiliates, successors, or assigns (the
“Exculpating Parties”), for any post-petition acts or omissions relating to or

arising out of this Case, the preparation for and administration of this Case, or the

23

Case 2:14-bk-12657-MCW Doc 337 Filed 05/03/17 Entered 05/03/17 16:48:34 Desc
Main Document  Page 23 of 51



negotiation, execution, confirmation, consummation, or administration of the Plan
(the “Exculpated Acts”), other than acts of gross negligence, fraud, breach of
fiduciary duty, or willful misconduct. The Exculpating Parties will have no right
of action against any of the Exculpated Parties for any of the Exculpated Acts, and
the Exculpated Parties are released of and from all claims or liabilities, known or
unknown, arising out of or related to the Exculpated Acts. The provisions of this
Article will not be deemed to limit any protections or immunities afforded to the
Exculpated Parties under existing law.

19.  Retention of Jurisdiction. Notwithstanding confirmation of this Plan,
the Bankruptcy Court will retain jurisdiction to: (a) Determine the allowability of
Claims and interests upon objection to such Claims or interests by the Plan
Trustee, or by any other party in interest; (b) consider requests for payment of
Claims entitled to priority under Code § 507(a), including, without limitation,
compensation of professionals pursuant to §§ 330 and 503; (c) hear, determine and
enforce all claims and causes of action which may exist on behalf of Debtor or the
estate, including, but not limited to, any right of the Reorganized Debtor or the
estate to recover assets pursuant to the provisions of the Code, whether or not such
claims, causes of action, or rights are Retained Causes of Action, and whether they
are pursued by the Plan Trustee or another appropriate party; (d) consider and act
upon the compromise and settlement of any Claims against, or cause of action on
behalf of, the Debtor or the Estate; (e) resolve controversies and disputes regarding
the interpretation or enforcement of the terms of the Plan, or any documentation
relating thereto; (f) resolve controversies and disputes regarding implementation
of the Plan, and to enter orders in aid of confirmation of the Plan and appropriate
orders to protect the Debtor or its successors in interest; (g) determine all matters

and controversies regarding state, local, and federal taxes pursuant to all
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applicable provisions of the Bankruptcy Code; and (h) enter a Final Decree closing
Debtor's case.

VII. TAX CONSEQUENCES OF THE PLAN

Debtor is a “pass through” entity, so any taxes will be the responsibility of
its members. Because the Plan provides for the full payment of all claims, no
material cancellation of debt income is anticipated. Consequently, the Trustee does
not believe that there will be any material adverse tax consequences as a result of
confirmation of the Plan to Debtor, its creditors, or its members (other than pass
through taxes and the like). However, the Trustee does not express any opinion as
to the tax consequences of the Plan to creditors or members, who are advised and
strongly encouraged to obtain their own tax advice.

While this Disclosure Statement does not attempt to describe all of the tax
consequences of the transactions contemplated by the Plan to the Debtor and other
interested parties, Debtor and the Plan Trustee will use all reasonable efforts to
preserve Debtor’s tax attributes and minimize the tax consequences to Debtor.

BECAUSE THE TRUSTEE EXPRESSES NO TAX ADVICE, NEITHER THE
TRUSTEE NOR ANY OF HIS PROFESSIONAL ADVISORS SHALL BE LIABLE IF,
FOR ANY REASON, THE TAX CONSEQUENCES OF THE PLAN ARE OTHER
THAN AS ANTICIPATED. CREDITORS AND EQUITY SECURITY HOLDERS
MUST RELY SOLELY UPON THEIR OWN ADVISORS AS TO THE TAX
CONSEQUENCES OF THE PLAN.

VIII. Confirmation over Dissenting Class

The Code contains provisions for confirmation of the Plan even if it is not
accepted by all impaired classes, provided that at least one impaired class of
Claims votes to accept the Plan. These “cramdown” provisions are set forth in
Section 1129(b) of the Code. If one or more classes of impaired Claims does not
accept the Plan, the Bankruptcy Court may confirm the Plan if it finds that the Plan:

25

Case 2:14-bk-12657-MCW Doc 337 Filed 05/03/17 Entered 05/03/17 16:48:34 Desc
Main Document  Page 25 of 51



(i) was accepted by at least one impaired class of claims; and (ii) does not
discriminate unfairly against, and is fair and equitable as to, all non-accepting
impaired classes. The Trustee will request confirmation of the Plan pursuant to
Section 1129(b) of the Code if all impaired classes do not accept the Plan.

IX. FEASIBILITY OF THE PLAN

For the Court to confirm the Plan it must find that confirmation “is not likely
to be followed by the liquidation, or the need for further financial reorganization,
of the debtor ... unless such liquidation or reorganization is proposed in the plan."
This is generally referred to as the "feasibility" requirement of Section 1129(a)(11)
of the Code. The Trustee’s financial adviser has prepared the cash flow projections
attached hereto as Exhibit “B” based upon Debtor’s performance over the past
year. As the projections demonstrate, the Plan is feasible and all Plan payments
should be completed within 18 months after the Effective Date.

X. ALTERNATIVES TO THE PLAN

The Trustee has considered alternatives to the Plan, including a sale of
Debtor’s business. Such a sale at this time, however, would depress the value of
the business and reduce the return to Debtor’s members. Accordingly, the Trustee
does not consider liquidation as a viable alternative to the Plan.

XL RECOMMENDATION AND CONCLUSION

The Trustee believes that the Plan is in the best interests of all creditors and

parties in interest and recommends that it be approved.
Dated May 3, 2017.

FORRESTER & WORTH, PLLC

[s/ SCF (006342)

S. Cary Forrester

Chapter 11 Trustee and Attorney for the
Chapter 11 Trustee
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FORRESTER & WORTH, PLLC

3636 NORTH CENTRAL AVENUE, SUITE 700
PHOENIX, ARIZONA 85012

(602) 258-2728

(602) 271-4300 FAX

S. CARY FORRESTER (006342)
SCF@QFORRESTERANDWORTH.COM
COUNSEL FOR CHAPTER 11 TRUSTEE

UNITED STATES BANKRUPTCY COURT

DISTRICT OF ARIZONA

In re:

MAGELLAN CHRISTIAN ACADEMIES OF
ARIZONA, LLC,

Debtor.

Chapter 11
Case No. 2:14-bk-12657-MCW

CHAPTER 11 TRUSTEE’S PLAN OF REORGANIZATION
DATED MAY 3, 2017

This Plan of Reorganization (the "Plan") is proposed by S. Cary Forrester in

his capacity as Chapter 11 Trustee (the “Trustee”) for Debtor Magellan Christian

Academies of Arizona, LLC (the "Debtor"), for the resolution of all outstanding

creditor claims and equity interests. All creditors and equity security holders are

encouraged to consult the Disclosure Statement accompanying this Plan (the

“Disclosure Statement”) before voting to accept or reject the Plan. The Disclosure

Statement contains a discussion of the Debtor's history, a description of its assets,

and a summary and analysis of the Plan.

NO SOLICITATION MATERIALS OTHER THAN THE DISCLOSURE
STATEMENT AND THE MATERIALS ACCOMPANYING IT HAVE BEEN
AUTHORIZED BY THE BANKRUPTCY COURT FOR USE IN SOLICITING
ACCEPTANCES OR REJECTIONS OF THIS PLAN.
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ARTICLEI
DEFINITIONS

Defined Terms. The following terms have the following meanings whenever
used in the Plan.

A.  Administrative Claim means: (a)every cost or expense of
administration of the Bankruptcy Case, including any actual and necessary post-
petition expenses entitled to priority under Bankruptcy Code §§503(b) and
507(a)(1); (b) any actual and necessary post-petition expenses of operating the
Debtor; (c) all Professional Charges approved by the Bankruptcy Court pursuant
to interim and final allowances in accordance with Bankruptcy Code §§105, 330,
331, and 503(b); and, (d) all fees and charges assessed against the Estate under 28
U.S.C. § 1930.

B. Allowed Claim means every Claim, other than an Administrative
Claim:

1. As to which a timely Proof of Claim has been filed within the time

tixed by the Bankruptcy Court; or,

2. If such claim arises from an Executory Contract that is rejected by the
Plan or the Confirmation Order, as to which a timely Proof of Claim
has been filed no later than the first Business Day that is 14 calendar
days after the Confirmation Date; or,

3. If Debtor has scheduled such claim in its Schedules (including any
amendments thereto) as liquidated in amount, undisputed, and non-
contingent;

4. And, in regard to all of the foregoing claims that have either been filed

or deemed filed:
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a.  As to which no objection has been filed within any applicable
time period fixed by the Bankruptcy Court or Plan; or
b.  Asto which an order has been entered allowing such claim and
(a) such order has become final and non-appealable without
any appeal, review, or other challenge having been taken, or (b)
if taken, any such appeal, review or other challenge has been
finally resolved in favor of the claimant.
5. The term Allowed Claim may be used throughout the Plan with each
of the various creditor’s claims or classes of those claims (e.g.,
"Allowed Class 1 Claims") to signify that such claims must be, unless
otherwise indicated, Allowed Claims in order to qualify for the
specified treatment under the Plan.
C.  Bankruptcy Code or Code means Title 11 of the United States Code.
D.  Bankruptcy Court or Court means the United States Bankruptcy
Court for the District of Arizona or any other court that may have jurisdiction over
any particular proceeding arising under, in, or relating to this Chapter 11 case.
E. Case means the Debtor's bankruptcy case before the Bankruptcy
Court, and all adversary proceedings, contested matters and other litigation
arising in or related to the Case.

F. Claim means "claim" as defined in Bankruptcy Code §101(5).

G.  Claimant means the holder of a Claim.

H. Confirmation Date means the date of entry of the Confirmation
Order.

L Confirmation Order means the appealable order of the Bankruptcy

Court confirming the Plan.
J. Debtor or Debtor-in-Possession means Magellan Christian

Academies of Arizona, LLC.
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K. Disclosure Statement means the Disclosure Statement pertaining to
the Plan, including any amendments or modifications thereto.

L. Disputed Claim means a Claim, including one that is deemed filed
pursuant to Code § 1111(a), as to which the Debtor or any other party in interest
has filed an objection within 90 days after the Effective Date and which has not
been resolved by a Final Order or pursuant to this Plan. Contingent Claims will be
treated as Disputed Claims for all purposes relating to Distributions under the
Plan until such time as any such contingent Claim becomes fixed or absolute or
becomes an Allowed Claim.

M. Distribution means the property required by the Plan to be
distributed to the holders of Allowed Claims.

N.  Effective Date is defined in Article VI.

O.  Equity Security means any ownership interest in the Debtor.

P. Filing Date or Petition Date means August 15, 2014.

Q.  Final Order means an order, judgment or other decree of the
Bankruptcy Court, including, without limitation, a stipulation or other agreement
which is "so ordered" by the Bankruptcy Court, the operation or effect of which
has not been reversed or stayed and as to which order, judgment or other decree
(or any revision, modification or amendment thereof) the time to appeal or seek
review has expired and as to which no appeal or petition for review or certiorari
has been taken or is pending or, if such appeal or petition has been taken or
granted, it has been finally resolved.

R.  Landlord means Lumberjack Capital —Greenfield Plaza II, LLC.

S. Minimum Monthly Cure Payment to Landlord means a monthly
payment in the amount of $5,000 beginning with the rent payment for the first full

calendar month after the Effective Date.
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T. Net Monthly Income means all income generated from the operation
of Debtor’ business after payment of operating expenses and overhead, including,
without limitation, food, supplies, taxes, rent, Minimum Cure Payments to
Landlord, payroll, withholdings, repairs, replacements, tuition rebates and
refunds, payments to the Plan Trustee, and professional fees. The amount of
Monthly Net Disposable Income will be calculated for each month by the 15% of
the next succeeding month and will be made available for the payment of creditors
in accordance with the terms of the Plan.

U.  Penalty Claims means any unsecured Claims for any fine, penalty,
forfeiture, multiple damages, punitive damages, or exemplary damages not meant
to compensate the claimant for actual pecuniary loss.

V. Plan means this Chapter 11 Trustee’s Plan of Reorganization dated
May 3, 2017, including any amendment or modification made in accordance with
the applicable provisions of the Code.

W.  Plan Trustee means Edward M. Burr, a director of Henry & Horne,
LLP, whose address is 7098 E, Cochise Rd., Ste. 100, Scottsdale, Arizona 85253. The
Plan Trustee will serve until relieved of his duties by an order of the Court and the
appointment by the Court of a replacement Plan Trustee.

X.  Real Estate Lease means the Lease Agreement by and between
Debtor and Landlord dated July 12, 2011.

Y. Reorganized Debtor means the Debtor on or after the Effective Date.
The Reorganized Debtor may also be referred to as the Debtor in this Plan.

Z.  Retained Causes of Action means all claims and causes of action of
every kind and nature whatsoever arising before the Effective Date which have
not been resolved or disposed of prior to the Effective Date, whether or not such

claims or causes of action are specifically identified in the Disclosure Statement.
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AA. Special Notice Creditors means every Creditor or party in interest
that files a Notice of Appearance and/or Request for Notice, and forwards a copy
to Trustee’s counsel at the address set forth above, before or after the Confirmation
Date.

BB. Tax Claim Rate means the applicable rate of interest on tax claims
under Section 511 of the Bankruptcy Code, determined as of the Effective Date.

General Rules Regarding Defined and Undefined Terms. As used in this
Plan, all capitalized words and other terms defined in the Bankruptcy Code or
the Rules of Bankruptcy Procedure will have the meanings given to them in the
Bankruptcy Code or the Rules of Bankruptcy Procedure unless the context clearly
requires otherwise. For purposes of this Plan, the singular and plural uses of all
defined terms and the conjunctive and disjunctive uses thereof will be
interchangeable (unless the context otherwise requires), and the defined terms
will include masculine, feminine, and neuter genders.

ARTICLE II
CLASSIFICATION OF CLAIMS AND INTERESTS
A. All Allowed Administrative Claims are treated as unclassified
claims.
B.  All other Allowed Claims and Allowed Interests are placed in the
classes described below, and will receive the treatment set forth in Article IV and
in other sections of the Plan:
1. Class 1 (Priority Claims): All Allowed Claims entitled to priority
under § 507 of the Code other than the priority tax claims classified in
Class 2.

2. Class 2 (Priority Tax Claims): All Allowed Claims entitled to priority
under Section 507(a)(8) of the Bankruptcy Code and each holder of a

secured claim that would otherwise meet the description of a
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governmental unit under Section 507(a)(8) of the Bankruptcy Code
but for the secured status of the claim.

3. Class 3 (Team Funding Solution’s Secured Claim). The Allowed
Secured Claim of Team Funding Solutions, which is secured by a
security interest in certain items of equipment owned and used by
Debtor in the operation of its business.

4. Class 4 (General Unsecured Claims). All Allowed Unsecured Claims
other than Priority Claims.

5. Class 5 (Interests). All Allowed Equity Security holders in the Debtor.

ARTICLE III
IMPAIRED AND UNIMPAIRED CLAIMS
Class 1 Priority Claims, Class 2 Priority Tax Claims, and Class 5 Interests are

unimpaired. All other Classes are impaired.

ARTICLE IV
TREATMENT OF CLAIMS AND INTERESTS

The treatment of the various classes of Claims and Interests under the Plan
will be as follows:

A.  Unclassified Claims. Each holder of an Allowed Administrative
Claim will be paid in monthly installments beginning on or after the Effective Date
but only when all Allowed Priority Claims in Classes 1 and 2 have been paid in
tull, and continuing until all Allowed Administrative Claims have been paid in
full. The amount of each monthly installment paid to the holder of an Allowed
Administrative Claim will be equal to that claimant’s pro rata share of the Net
Monthly Income from the previous month reduced by any payments to holders of
Allowed Priority Claims in Classes 1 and 2, unless such holder agrees in writing
to other treatment or the amount of such Claim is not due on the Effective Date, in
which case it will be paid when it is due. Professionals employed at the expense of
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the estate on or before the Effective Date, and any entities that may be entitled to
reimbursement or allowance of fees and expenses pursuant to Section 503(b) of the
Bankruptcy Code, will receive the amount awarded to them at such time as an
order is entered pursuant to Sections 330, 331 or 503(b) of the Bankruptcy Code.
Ordinary post-petition operating expenses incurred before or after the Effective
Date, such as taxes, salaries, fees, and insurance, that do not require Court
approval, will be paid in the ordinary course of business as and when due.

Debtor’s principal, Thomas Blitch, holds an unclassified administrative
priority claim in the amount of $38,213.19, by way of subrogation to the claim of
Debtor’s counsel, Aiken Schenk Hawkins & Ricciardi, P.C. (“Aiken Schenk”). The
claim arose on September 10, 2015, when Aiken Schenk received a payment in that
amount from the sale of real property owned by Mr. Blitch, which had been
pledged as security for Aiken Schenk’s fees in this case. See, Supplemental Unsworn
Declaration Pursuant to Rule 2016 under Penalty of Perjury by Attorney for Debtor, DE
258. Mr. Blitch has agreed to defer any payments on his subrogation claim until
all cure payments to the Landlord have been made and the underlying lease has
been fully reinstated, provided only that the Landlord refrain from executing on
its judgment against him (on his guaranty of the lease obligations) for so long as
the cure payments provided for under this Plan are made in a timely fashion.
Landlord has no obligation to refrain from executing on the judgment, but if it
chooses to do so Mr. Blitch’s subrogation claim will then be paid in accordance
with the provisions of this Article IV(A), but only after Aiken Schenk’s claim has
been paid in full. See 11 U.S.C. § 509(c).

Compensation earned by the Plan Trustee or by professionals employed by
the Plan Trustee after the Effective Date need not be approved by the Court
pursuant to Sections 330, 331 or 503(b) of the Bankruptcy Code, or otherwise, and

will be paid in the ordinary course of business as and when due.
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ANY PERSON OR ENTITY CLAIMING TO HOLD AN
EXPENSE OF ADMINISTRATION AS OF THE EFFECTIVE
DATE OF THE PLAN, MUST HAVE FILED A MOTION
FOR ALLOWANCE OF ADMINISTRATIVE EXPENSE
WITH THE COURT AND SERVED A COPY ON COUNSEL
FOR THE TRUSEE NOT LATER THAN 30 DAYS AFTER
THE EFFECTIVE DATE, OR SUCH CLAIM WILL BE
DISALLOWED.

B.  Classes of Claims and Interests. The treatment of the various classes
of Claims and Equity Interests under the Plan is as follows:

1. Class 1 (Priority Claims). Each holder of an Allowed Class 1 Claim
will be paid in cash in full upon the Effective Date. Class 1 is unimpaired under
the Plan.

2. Class 2 (Priority Tax Claims). Each holder of an Allowed Class 2
Claim will be paid in full on the Effective Date. Each holder of a secured Class 2
Claim will retain its lien or other security interest until the Claim has been paid in
full. To the extent that there is insufficient Net Monthly Income to pay all Allowed
Class 2 Claims on the Effective Date, the balance owing will be paid by the 15 day
of the first full calendar month after the Effective Date. Class 2 is unimpaired under
the Plan.

3. Class 3 (Team Funding Solutions” Secured Claim). Team Funding
Solutions will retain its security interest in specified items of Debtor’s personal
property until its claim is paid in full. For so long as the payments required to be
made to it under the Plan are not in default, Debtor will be deemed to be current
and not delinquent for all purposes. Team Funding Solutions” Allowed Secured
Claim will be paid in full, together with interest at the non-default contract rate
from and after the Petition Date, from Debtor’s Net Monthly Income, but only after
Allowed Administrative Claims and Allowed Class 1 and 2 Priority Claims have

been paid in full.
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4. Class 4 (General Unsecured Claims). The Allowed Class 4 Claims
will be paid in full, together with interest at the rate of 4.5% per annum from and
after the Petition Date, from Debtor’s Net Monthly Income, but only after Allowed
Administrative Claims, Allowed Class 1 and 2 Priority Claims, and the Allowed
Class 3 Secured Claim have been paid in full.

5. Class 5 (Interests). All Equity Security holders in the Debtor will
retain their Equity Security interests. Class 5 is unimpaired under the Plan

6. Disputed Claims will be treated as follows: At the time of any
Distribution to holders of Allowed Claims in a particular Class, an amount
sufficient to have paid each holder of a Disputed Claim in that Class its pro rata
share of such Distribution, calculated as though such Disputed Claim were an
Allowed Claim, will be reserved for the potential benefit of the holders of such
Disputed Claims, and thereafter distributed in accordance with the terms and
provisions of this Plan.

ARTICLE V
MEANS FOR EXECUTION OF THE PLAN

A.  Funding. Funding for the Plan will come from Debtor’s Net Monthly
Income and from any unreserved funds on hand as of the Effective Date.

B.  Cash Reserves. The Trustee will have established an Operating
Reserve of not less than $20,000 on or before the Effective Date. The Cash Reserve
will be held in an interest bearing bank account. All cash that is not paid to
Creditors on the Effective Date, including the Operating Reserve, will be held by
the Plan Trustee and used only for future Plan payments, operating expenses, and
overhead.

C.  Disbursing Agent. The Plan Trustee will function as disbursing
agent under the Plan and will be compensated for his services at his standard

hourly rate, which is presently $355.00 per hour.
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D. Management. Until the Plan is consummated, as defined below, the
Plan Trustee will have all decision making authority and powers associated with
the ownership and operation of Debtor’s business. He will also control all of
Debtor’s bank accounts and will be the sole signer on those accounts. Nonetheless,
until otherwise directed by the Plan Trustee, Debtor’s day-to-day business affairs
will continue to be managed by Tom Blitch, who will receive a salary of $4,500 per
month. When the Plan has been consummated, as defined below, all decision
making authority and power, and control over Debtor’s bank accounts, will revert
to Tom Blitch or his designee. The Plan Trustee may retain and compensate such
professionals as he deems necessary in his discretion.

E.  Reports to Landlord. The Plan Trustee will provide monthly reports
to Landlord, in the form of a profit and loss statement and bank statements for
each of Debtor’s bank accounts, for the immediately preceding calendar month.
All such reports will be emailed to Landlord by the 20th day of each succeeding
month.

E. Sale of Business. The Plan Trustee may sell Debtor’s business and
assign the Real Estate Lease and any equipment leases if it appears at any time that
Debtor’s operations are unsustainable or that a default under the Plan is imminent,
provided, however, that (i) Landlord must consent in writing to the assignment of
the Real Estate Lease to any purchaser, or (ii) the Court must enter an order
determining that there is adequate assurance of future performance under the Real
Estate Lease within the meaning of § 365 of the Code. The Plan Trustee may not
sell the Debtor’s business unless the sales price is sufficient to satisfy all required
payments under the Plan. The Plan Trustee may sell the Debtor’s business without
obtaining Court approval or, alternatively, may seek such approval under Code

§§ 363 and 365.
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G.  Consummation of the Plan. The Plan will be deemed consummated
when: (i) all required Plan payments have been made; (ii) the Landlord has
received a security deposit in the amount of $30,000 in addition to its existing
security deposit.
H.  Authority to Settle and Assign. In accordance with Bankruptcy Code
§1123(b)(3), the Reorganized Debtor will own and retain, and may prosecute,
enforce, compromise, settle, release, or otherwise dispose of, any and all claims,
defenses, counterclaims, setoffs, and recoupments belonging to the Debtor or the
Estate, without further order of the Court.
L Location of Claimants and Uncashed Distribution Checks.
1. Bad Addresses. If the Plan Trustee is unable to locate a Claimant, he
will hold the amount of any Distribution to such Claimant as though
such Claim were a Disputed Claim. He will hold that amount for 120
days and, if the address of the Claimant is then still unknown, the
amount will be distributed to other Claimants. The Plan Trustee will
have fulfilled any duty that it may have to locate the holder of a Claim
by mailing any Distribution to the address for that Claimant set forth
in the Master Mailing List or in any Proof of Claim or Notice of
Appearance filed with the Court. The Plan Trustee will be under no
obligation to undertake further efforts to locate the holder of a Claim
if the Distribution is returned "addressee unknown," and the Plan
Trustee may delete any such Claimant from its mailing list.

2. Uncashed Distribution Checks. Any Distribution check that has not
been returned by the U.S. Post Office but which has not been cashed
within 60 days after it is mailed, will be deemed undeliverable. The

Plan Trustee will be authorized to stop payment on such check and
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the payee will thereafter be treated in the manner set forth above for
Claimants whose addresses are unknown.

J. Notices. In order to minimize the expense of providing notices after
the Confirmation Date, only Special Notice Creditors will receive notice of matters
brought before the court after the Confirmation Date. The failure of a creditor to
become a Special Notice Creditor by filing a Notice of Appearance and/or Request
for Notice after the Confirmation Date will not affect such creditor’s right to

receive any Distributions provided for under the Plan.

ARTICLE VI
EFFECTIVE DATE
The Effective Date is thirty calendar days after the Confirmation Order has

been entered by the Clerk of the Bankruptcy Court.

ARTICLE VII
EFFECT OF CONFIRMATION

A. Discharge. Except as otherwise specifically provided in the Plan,
confirmation of the Plan will discharge the Debtor from any debt that arose prior
to the Confirmation Date and any debt of a kind specified in §§ 502(g) through (i)
of the Code, whether or not a proof of claim based upon such debt is filed or
deemed filed under § 501 of the Code, whether or not such Claim is allowed under
§ 502 of the Code and whether or not the holder of such Claim has accepted the
Plan. The provisions of this Article are not intended to, nor shall they be construed
as, limiting the scope of the discharge provided by § 1141 of the Code.

B.  Automatic Stay and Post-Confirmation Injunction. Not-
withstanding any other provisions of the Plan, the automatic stay will terminate
on the Effective Date, but all holders of Claims dealt with by the Plan, and all

creditors who received notice of the Case, will be enjoined from pursuing
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collection of their Claims from the assets of the Debtor, the estate, and the
Reorganized Debtor.

C. Release and Extinguishment of Liens, Claims, and Encumbrances.
Except as otherwise provided herein, all property dealt with by the Plan is free
and clear of all liens, claims, and interests of creditors and Equity Security holders

from and after the Effective Date.

ARTICLE VIII
EXECUTORY CONTRACTS

With the exception of the Real Estate Lease, which is assumed under the
Plan, all executory contracts and unexpired leases that have not previously been
assumed will be deemed rejected as of the Effective Date, unless specific written
notice of intent to assume is mailed or delivered by the Trustee to the other
contracting party before the Effective Date. All prepetition arrearages and other
cure amounts owing to Landlord will be paid as follows: (A) the Minimum
Monthly Cure Payment to Landlord will be added to the rent payment for the first
full calendar month after the Effective Date and each subsequent monthly rent
payment until all Allowed Administrative Claims and Allowed Claims in Classes
1-4 are paid in full; and (B) once all Allowed Administrative Claims and Allowed
Claims in Classes 1-4 are paid in full, Landlord will receive all Net Monthly
Income until it has received an amount equal to all prepetition arrearages and
other cure amounts owing to it, provided, however, that the payments of Net
Monthly Income together with the Minimum Monthly Cure Payment must be in
an amount equal to or greater than $10,000 beginning with the first full calendar
month after all Allowed Administrative Claims and Allowed Claims in Classes 1-
4 are paid in full. Payments of Net Monthly Income will continue after all
prepetition arrearages and other cure amounts have been paid to Landlord until

Landlord has received an additional $30,000, which it will hold as an additional
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security deposit under the terms of the Real Estate Lease. Any dispute over the
cure amount will be resolved by the Court

In the event of assumption of any executory contracts or unexpired leases
other than the Real Estate Lease, and except as otherwise agreed to by the other
contracting party, all pre-petition defaults will be cured on the Effective Date or as
soon thereafter as is reasonably practicable. In the event of any dispute over the
cure amounts, the dispute will be resolved by the Court. All parties to rejected
executory contracts and unexpired leases will have 14 calendar days after the
Confirmation Date to file a Proof of Claim for the damages, if any, resulting from
such rejection. All parties to rejected contracts and leases who have timely filed
Proofs of Claim for damages, if any, resulting from such rejection, will be treated
as holders of Class 4 Allowed or Disputed Claims, as appropriate. Any party in
interest may file an objection to a Claim for damages arising from rejection of an
executory contract or lease. The failure of any party to a rejected contract or lease
to timely file a Proof of Claim will bar said party from participating under the Plan
or from receiving any payment on account of such rejected executory contract or

lease.

ARTICLE IX
RETENTION AND ENFORCEMENT OF CLAIMS

The Plan preserves in full for the benefit of the Reorganized Debtor the
Retained Causes of Action and all other claims and causes of action of any sort
owned by the Debtor or estate, pursuant to § 1123(b)(3) of the Code, other than
those expressly released by the terms hereof. Such Retained Causes of Action and
all other claims and causes of action will be controlled by the Plan Trustee. The
Plan Trustee is hereby designated as the estate representative pursuant to and in

accordance with Bankruptcy Code §1123(b)(3)(B).
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ARTICLE X
MODIFICATION OF PLAN

The Trustee reserves the right to propose modifications or amendments to
the Plan at any time prior to the Confirmation Date. After confirmation, the Plan
Trustee may, with Court approval, and so long as it does not materially or
adversely affect the interests of creditors, remedy any defect or omission, or
reconcile any inconsistencies in the Plan, or in the Confirmation Order, in such
manner as may be necessary to carry out the purposes and effect of the Plan. The
foregoing provisions of this Article do not limit the ability of any party to modify
the Plan under Code § 1127 and applicable Rules.

ARTICLE XI
EXCULPATION

The Trustee, the Plan Trustee, and their advisors, attorneys, consultants,
officers, managers, and agents (the “Exculpated Parties”) will neither have nor
incur any liability to any holder of a Claim or Equity Security, or any other party
in interest, or any of their respective shareholders, former shareholders, members,
former members, agents, employees, representatives, financial advisors, attorneys,
consultants, affiliates, successors, or assigns (the “Exculpating Parties”), for any
post-petition acts or omissions relating to or arising out of this Case, the
preparation for and administration of this Case, or the negotiation, execution,
confirmation, consummation, or administration of the Plan (the “Exculpated
Acts”), other than acts of gross negligence, fraud, breach of fiduciary duty, or
willful misconduct. The Exculpating Parties will have no right of action against
any of the Exculpated Parties for any of the Exculpated Acts, and the Exculpated
Parties are released of and from all claims or liabilities, known or unknown, arising

out of or related to the Exculpated Acts. The provisions of this Article will not be

16

Case 2:14-bk-12657-MCW Doc 337 Filed 05/03/17 Entered 05/03/17 16:48:34 Desc
Main Document  Page 43 of 51



deemed to limit any protections or immunities afforded to the Exculpated Parties

under existing law.

ARTICLE XII
RETENTION OF JURISDICTION

Notwithstanding confirmation of this Plan, the Bankruptcy Court will retain
jurisdiction for the following purposes:

A.  To determine the allowability of Claims and interests upon objection
to such Claims or interests by the Plan Trustee, or by any other party in interest.

B.  To consider requests for payment of Claims entitled to priority under
Code §507(a), including, without limitation, compensation of professionals
pursuant to §§ 330 and 503.

C.  To hear, determine and enforce all claims and causes of action which
may exist on behalf of Debtor or the estate, including, but not limited to, any right
of the Reorganized Debtor or the estate to recover assets pursuant to the provisions
of the Code, whether or not such claims, causes of action, or rights are Retained
Causes of Action, and whether they are pursued by the Plan Trustee or another
appropriate party.

D.  To consider and act upon the compromise and settlement of any
Claims against, or cause of action on behalf of, the Debtor or the Estate.

E.  To resolve controversies and disputes regarding the interpretation or
enforcement of the terms of the Plan, or any documentation relating thereto.

E. To resolve controversies and disputes regarding implementation of
the Plan, and to enter orders in aid of confirmation of the Plan and appropriate
orders to protect the Debtor or its successors in interest.

G.  To determine all matters and controversies regarding state, local, and
federal taxes pursuant to all applicable provisions of the Bankruptcy Code.

H.  To enter a Final Decree closing Debtor's case.
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ARTICLE XIII
CLOSING OF THE CASE
The Court, upon motion of any interested party, will enter a Final Decree
pursuant to § 350 of the Code and Bankruptcy Rule 3022, thereby closing this Case

and making provisions, by way of injunction or otherwise, as may be equitable.

ARTICLE XIV
GENERAL PROVISIONS

A. Extension of Payment Dates and Other Deadlines. If any payment
date or other deadline falls due on a Saturday, Sunday or legal holiday, then such
due payment date or other deadline will be extended to the next business day.

B. Notices. Any notice required or permitted to be provided under the
Plan will be in writing and served by first class mail, hand-delivery, telecopy or e-
mail, on all Special Notice Beneficiaries.

C. Interest. Whenever interest is to be computed under the Plan, interest
will be simple interest and not compounded. Unless otherwise specifically
provided for in the Plan or the Confirmation Order, post-petition interest will not
accrue or be paid on Claims, and no holder of a Claim will be entitled to interest
accruing on or after the Petition Date on any Claim.

D. Vesting. As of the Effective Date, the Reorganized Debtor will be
vested with all property of the Debtor and the Estate free and clear of all Claims,
liens, security interests, assignments, encumbrances, charges, and other interests
of Creditors, except as otherwise provided in the Plan.

E. Successors and Assigns. The rights and obligations of any Creditor
or holder of an Equity Interest referred to in the Plan will be binding upon, and
will inure to the benefit of, the successors, assigns, heirs, devisees, executors, and

personal representatives of such Creditor or such holder of an Equity Interest.
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F. Payment of Statutory Fees and Filing of Quarterly Reports. All fees
payable pursuant to 28 U.S.C. §1930, as determined by the Bankruptcy Court at or
in conjunction with the Confirmation Hearing, will be paid on or before the
Effective Date, and thereafter, in accordance with applicable bankruptcy law. All
quarterly reports of disbursements required to be filed by applicable bankruptcy
law will be filed in a timely manner.

Dated May 3, 2017.

FORRESTER & WORTH, PLLC

[s/ SCF (006342)

S. Cary Forrester

Chapter 11 Trustee and Attorney for the
Chapter 11 Trustee
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Income
Cash Over/Short
Greenfield Plaza Il Income
Customer Refunds
Receipts from DES
Receipts from Operations
Returned Receipts
Total Greenfield Plaza Il Income
Interest Earned
Receipts from Fund Raisers
Total Income
Gross Profit
Expenses
Expenses - Corporate
Bank Charges
Computer Data Hosting and Storage
Computer Software
Leased Office Equipment
Office Supplies
Postage Shipping and Delivery
Repair and Maintenance
Telephone and Data Access
Total Expenses - Corporate
Expenses - Greenfield Plaza Il
Advertising - Internet
Advertising - Staff
Alarm Monitoring, Testing and Repair
Background Screening
Books and Media
Classroom Supplies
Computer Data Hosting and Storage
Computer Hardware
Computer Maintenance and Repair
Computer Software
Cost of Labor
Administration
Commissions - Admin

Driver Physicals

Insurance - Workers Comp - Admin

Taxes Paid - Payroll - Admin
Wages - 1099
Wages - Admin
Holiday - Admin
Overtime - Admin
Regular - Admin
Training - Overtime - Admin
Training - Regular - Admin
Total Wages - Admin
Total Administration
Faculty
Bonuses - Faculty
Evaluations
Referral
Sign-On
Total Bonuses - Faculty
Employee Appreciation
Holiday - Faculty

Insurance - Workers Comp - Faculty

Paid Time Off
Taxes Paid - Payroll - Faculty
Tuition Assistance
Uniforms - Staff
Wages - Faculty

Birthday
Holiday
Overtime - Faculty
Regular - Faculty
Training - Overtime - Faculty
Training - Regular - Faculty
Total Wages - Faculty
Total Faculty
Food Service

Insurance - Workers Comp - Food Sve
Taxes Paid - Payroll - Food Service

Training - Regular - Food Service
Wages - Food Service
Overtime - Food Service
Regular - Food Service
Total Wages - Food Service
Total Food Service

Magellan Christian Academies of AZ LLC

Profit and Loss
March 2016 - February 2017

Mar2016  Apr2016  May2016  Jun2016  Jul2016  Aug2016  Sep2016  OCt2016  Nov2016  Dec2016  Jan2017  Feb 2017 Total Average
(.00 @81 (281) ©023)
(@5.00) (300.00) (295.00) (1.540.00) (405.00) (2.585.00) (@15.42)
1298540 14,836.10 10,790.30 1161930 1294210 1117560 1115700 675140 9,786.00 1111510 7,746.70 6,892.80 127,797.80 10,649.82
97,080.80 8228810 8186463 78,230.85 7467300 72,854.95 90,427.00  78,323.75 8054090 10293541  82:898.25 8502000  1,008,955.64 84,079.64
(323750)  (273200)  (503850)  (L47950)  (648250) (239500) (2156.00) (46400 (352750)  (8,34350)  (448500)  (473200)  (45073.00) (3,756.08)
10769270 9430220 8731643 85,379.65 8115260  B1,635.55 99,133.00 8461115 8579940 10570701  84,619.95 87,675.80  1,089,095.44 90,757.95
017 0.43 0.44 0.44 0.34 0.23 0.22 0.21 0.01 0.01 0.14 264 0.22
498.05 498.05 4150
10769287 94,392.63 57,316.87 85,379.09 8115294 81,633.97 9913322 8510041 8579941 10570701 84,619.96 87,675.94  1,089,593.32 90,799.44
10769287 94,392.63 87,316.87 85,379.09 8115294  81,633.97 9913322 8510041 8679941 10570701  84,619.96 87,675.94  1,089,593.32 90,799.44
15.00 15.00 85.00 46.00 15.00 50.00 16450 53.00 147.00 590.50 4921
75.00 75.00 75.00 75.00 75.00 75.00 75.00 150.00 75.00 75.00 825.00 68.75
29.27 29.27 46.22 133.09 46.22 46.22 46.22 46.22 49.53 49.53 49.53 49.53 620.85 51.74
325.00 325.00 476555 112655 93.88
35.19 35.19 293
1153 2279 332 2586
6.10 415.00 (216.21) 204.89 17.07
99.95 99.95 99.95 99.95 99.95 99.95 99.95 99.95 99.95 99.95 99.95 99.95 1,199.40 99.95
544.22 529.22 227.27 734.57 19.96 341.36 668.72 236.17 222.27 463.98 277.48 371.48 4,636.70 386.39
150000 150000 15500.00 1,000.00 150000 1,500.00 150000 150000 1,000.00 150000 150000 1,500.00 17,000.00 141667
13087 41140 488.00 23029 22891 103.43 140.00 105.00 155.00 200.40 70.00 2,263.30 18861
476.19 105.00 105.00 686.19 5718
93.34 (2362) (17.00) 2537 78.00 651
35.39 1000 4539 378
652.83 67.07 106.40 84.86 1,825.39 581.01 2252 321.37 129.42 303.15 329.71 28.40 4,452.13 371.01
172.00 172.00 172.00 172.00 172.00 172.00 172.00 172.00 172.00 172.00 172.00 1,892.00 157.67
1,222.00 78.10 25.97 1,326.07 110.51
125.00 95.00 405.00 255.00 880.00 7333
70.00 229.99 70.00 229.99 84.33 90.00 90.00 84.66 80.00 84.66 29078 11354 1517.95 126550
425,00 34886 7714 877.00 1,030.00 760.00 752.00 4,910.00 400.17
392.00 (196.00) 43.00 239.00 19.92
144.63 126.06 168.65 149.50 129.93 150.43 124.90 161.94 155.88 113.91 161.59 136.87 1,724.29 143.69
888.90 550.12 670.61 1,024.30 665.10 696.91 632.45 527.83 411.27 419.15 591.12 692.25 7,770.01 647.50
419000  3980.00 431000 4,160.00 413000 3,95000 437857 415143 4,260.00 386000 3,95000 600.00 45,920.00 3,826.67
6.700.87 7,304.70 8554141 1012361 619366  4,694.70 7,973.10 5154105 4,205.00
120.00 12000 10.00
93.60 809.41 - 186.88 1,089.89 90.82
7,14551 3,630.11 350135 347116 5,648.06 23,396.19 1,049.68
243 243 0.20
1,148.57 (1,117.04) 47.76 30.05 109.34 9.11
6.700.87 7,304.70 854141 1012361 519366 4,694.70 9.215.27 6,840.31 367787 365140 347116 5,634.94 76,256.90 6,354.91
1193340 11,960.88 13,690.67 15,457.41 1111869 10309.04 1450405 12,398.65 9,362.02 9,074.46 8.976.87 8,016.06 136,822.20 1140185
(166.66) (166.66) (13.89)
150.00 200.00 350.00 20.17
100.00 100.00 200.00 1667
666.64 166.66 83.33 607.14 166.66 1,600.43 14087
- - - - 666.64 150.00 83.33 707.14 466.66 2,073.77 172.81
191.30 237.73 91.21 16.13 136.05 172.55 332.88 77.60 456.07 171.92 1,883.44 156.95
385.36 28536 670.72 55.80
495.85 55409 66353 497.10 490.40 67074 53261 687.97 67467 63147 77059 697.49 7,366.51 613.88
425,60 425.60 35.47
388024 334166 2,728.88 2,990.56 228145 2556285 3.130.37 297452 201356 335320 3,096.90 3.299.42 36,562.61 3,046.88
112,00 11200 933
2358 6103 260.03 64.47 (31.45) (@851) (@56.19) 705 8144 50.45 86.63 13892 43745 36.45
3068573 29,505.58 27,740.23 26,043.73 2596829 2127690 3289554 98.47 194,214.47 16,184.54
96.00 100.00 80.00 276.00 23.00
385.86 050 385.36 3211
372.99 2,310.97 1,354.73 1,292.34 204.71 767.00 6,302.74 525.23
5,553.23 29,762.91 27,294.79 27,634.31 21,289.45 30,079.34 141,614.03 11,801.17
9.35 38.9 92.86 14117 1176
11659 30053 646.84 1,072.9 89.41
3068573 2950558 27,740.23 26,043.73 2596829 2127690 3882176 32,208.29 29,383.87 2976185 2159416 3092634 344,006.73 28,667.23
3527670 33,70009 31,463.88 29,611.99 28,844.74  24,634.53 4225755 36,967.35 3330314 8472173 26,966.38 35,700.75 393,538.83 32,794.90
26.9 1068 1388 2019 32.28 1034 7.73 131.06 10.92
189.38 131.02 11.16 47.63 165.36 151.84 24.70 98.22 153.10 128.28 1,100.69 91.72
2052 1052 338
1,208.23 922.09 655.42 141136 84239 19695 5,326.44 443.87
95.97 3458 13055 1088
10365 1,870.58 1,926.87 71156 4,612.66 38439
E2 (i1 DYaTeE w1 ey YT 7 Entered®%/03/ 7 16-48-34 DeSC
3500 70305 23199 10365 2.004.77 839.84 ) 1134152 995.16
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Magellan Christian Academies of AZ LLC
Profit and Loss
March 2016 - February 2017

Mar 2016  Apr2016  May 2016 Jun 2016 Jul2016  Aug2016  Sep2016  Oct2016  Nov 2016 Dec 2016  Jan2017  Feb 2017 Total Average
Insurance - Workers Comp - Expense Constant 15.40 15.40 2310 15.40 15.40 15.40 15.40 15.40 2310 15.40 58.30 27.70 255.40 21.28
Maintenance & Repair
Insurance - Workers Comp - Maintenance & Repair 063 113 062 0.06 028 14.96 4363 63.24 12455 10.38
Taxes Paid - Payroll - Repair & Maint 521 1.90 383 0.37 76.69 62.46 284.12 217,77 712.35 59.36
Wages - Maintenance & Repair 5325 3.00 3170 1.80 89.75 7.48
Regular - Maintenance & Repair 589.96 707,62 1,965.01 2,643.00 590559 492.13
Total Wages - Maintenance & Repair 53.25 3.00 31.70 1.80 - - - - 589.96 707,62 1,965.01 2,643.00 599534 499,61
Total Maintenance & Repair 59.09 6.03 36.15 2.23 - - 666.93 785.04 2,202.76 2,984.01 6,832.24 569.35
Training 140,01 (99.98) - 25.00 225.00 290.03 2417

Total Cost of Labor 48799.16  46,895.20 45,158.86 45,790.08 4157574 35,985.48 5698899  49510.05 45,529.96 4675170 3913415 46,961.25 549,080.62 45,756.72

Credit Card Merchant Fees 1,115.11 1,364.54 1,162.74 1,021.70 978.98 867.92 1,044.99 1,274.35 1,217.72 1,166.23 1,432.65 1,232.18 13,879.11 1,156.59

Curriculum Materials 2,197.28 757.68 454,61 7577 303.07 127.78 15956 4,075.75 33965

Decorations 5118 4029 51.70 7727 112,85 253.84 43.22 89.47 719.82 59.99

Document Disposal 120.00 102.00 30.00 30.00 60.00 342.00 2850

Equipment Rental 582.12 582.12 48,51

Field Trip 415.00 450,00 50.00 915.00 76.25

Fire Equipment Inspection/Service

Food 313981 3,395.12 2,200.82 2,641.53 183995 323287 521.60 2,742.57 2,553.95 3,503.13 3,334.70 2,069.46 31,274.51 2,606.21

Food Service Supplies 446,53 53751 31035 424,52 598.02 439.70 50.96 459,01 20962 32051 385.76 156.73 443822 369.85

Fund Raiser Supplies 78169 781.69 65.14

Furniture Fixtures and Equipment 1,289.48 936.86 72076 619.21 108.04 1,541.62 521597 434,66

Graduation Expenses 60.00 988.85 375.00 1,423.85 11865

Health Supplies 210 66.23 21.49 89.82 7.49

Insurance

Insurance - Commercial Package 432.30 363.84 363.84 363.84 363.84 363.84 363.84 363.84 363.84 363.84 363.84 4,070.70 339.23
Insurance - Student Accident 67.30 56.08 56.08 56.08 56.08 56.08 56.08 56.08 56.08 56.08 56.08 628.10 5234
Insurance - Vehicle 86.92 86.92 86.92 86.92 86.92 86.92 86.92 86.92 86.92 86.92 869.20 72.43

Total Insurance 499.60 - 506.84 506.84 506.84 506.84 506.84 506.84 506.84 506.84 506.84 506.84 5,568.00 464.00

Interest Expense 2179 2179 2179 2179 2179 2179 2179 2179 2179 2179 217.90 18.16

Internet Video System Service 32450 16250 16250 16250 16250 16250 16250 16250 16250 16250 163.00 516.66 2,466.66 20556

Janitorial Services 899.00 899.00 899.00 899.00 899.00 899.00 899.00 899.00 899.00 899.00 8,990.00 74917

Janitorial Supplies 52264 69752 485.49 430,62 72197 538.27 104.43 268.28 31335 487.16 38168 562.36 5513.77 459.48

Leased Office Equipment 20067 98.70 341.99 189.00 7032 909.68 75.81

Legal and Professional 2,570.00 1,975.00 4,545.00 37875

Licenses and Fees 390.00 265.00 20.00 40.00 715.00 50.58

Office Equipment 151.26 151.26 12.61

Office Supplies 57.22 7071 13827 85.28 27.00 26.98 106.99 95.29 7276 8363 7551 192.40 1,032.04 86.00

Parent Appreciation 155.89 155.89 12.99

Payroll Service 43750 32850 356.00 430,00 301.00 410.99 472,00 362.00 406.50 445.00 349.00 39150 4,689.99 39083

Pest Control Service 65.00 65.00 65.00 65.00 65.00 65.00 65.00 65.00 65.00 65.00 65.00 65.00 780.00 65.00

Postage Shipping and Delivery 5.96 142 18.80 18.80 11932 164.30 13.69

Printing and Copying 465.77 14.48 480.25 40.02

Rent or Lease 1390888  14,708.72 14,108.84 14,108.84 1410884  14,108.84 1410884 14,0884 14,108.84 1410884 14,0884 14,108.84 169,706.00 14,142.17

Rent or Lease - Storage Unit 125.89 125.89 125.89 125.89 125.89 125.89 125.89 125.89 125.89 125.89 125.89 25178 1,636.57 13638

Repair and Maintenance 544.00 288.00 43077 1,788.00 948,00 893.94 464.36 64.40 1,341.12 524.77 7,287.36 607.28

Telephone and Data Access 356.96 356.80 356.78 36257 363.40 368.69 366.09 369.73 369.69 1,026.86 80132 762.47 586136 488.45

Telephone and Data Equipment 22.49 22.49 187

Utilties - Electric 722.84 786.86 92154 1,334.43 161367 230474 2,267.23 1,643.55 1,365.35 1,048.27 767.26 712555 15,488.29 1,200.69

Vehicle - Gas and Oil 89.00 13934 70.04 141.40 159.88 15254 109.26 105.00 222.02 13251 1,320.99 110.08

Vehicle - License and Registration 128.36 19.00 147.36 12.28

Vehicle - Repair and Maintenance 868.33 8557 15.00 36.15 29.95 29.95 29.95 62.84 688.78 1,846.52 153.88
Total Expenses - Greenfield Plaza Il 7614355  74,842.14 71,252.70 71,162.05 7359556  66,465.10 8125270  78,605.86 71,213.40 7409666  69,210.54 74,816.02 882,656.28 73,554.69
Facilities & Plant -

Safety Supplies & Materials 173.76 122,50 296.26 24,69
Total Facilities & Plant - - - - - 173.76 - - - - - 122,50 296.26 24.69
Pre-Petition Expenses

Equipment Lease - Pre-Petition 518.00 518.00 518.00 518.00 518.00 517.09 3107.09 258.92

Rent or Lease - Pre-Petition 1,500.00 3,000.00 3,000.00 4,000.00 400000 4,288.20 3,000.00 4,058.32 3,902.16 3,872.01 339318 3,102.75 41,116.62 3,426.39
Total Pre-Petition Expenses 2,018.00 3,518.00 3,518.00 4,518.00 451800  4,805.29 3,000.00 4,058.32 3,902.16 3,872.01 339318 3102.75 44,223.71 3,685.31
Unapplied Cash Bill Payment Expense (661.60) 519.99 - - 091 - - - - (0.50) (125.89) (267.09) (22.26)
Uncategorized Expense (12.00) 12.00 - -

Total Expenses 7804417 7940935 74,985.97 76,426.62 7813352 71,786.42 8492142 8290035 75,337.83 7843265  72,880.70 78,286.86 931,545.86 77,628.82
[Net Operating income 2964870  14983.28 12,330.90 11,952.47 299942 984755 14,211.80 2,209.06 11,461.58 2721436 11,739.26 9,389.08 158,047.46 13,170.62]
Other Expenses
Other Miscellaneous Expense
Reorganization Expenses
Chapter 11 Quarterly Fees 1,625.00 325.36 1,949.64 1,950.00 1,950.00 7,800.00
Legal and Professional 20,000.00 27,050.00 16,144.00 21,166.40 20,228.00 25,299.30 15,000.00 144,887.70

Total Reorganization Expenses - 1,625.00 20,325.36 27,050.00 18,093.64. - 21,166.40 1,950.00 20,228.00 25,299.30 1,950.00 15,000.00 152,687.70
Total Other Miscellaneous Expense - 1,625.00 20,325.36 27,050.00 18,093.64. - 21,166.40 1,950.00 20,228.00 25,299.30 1,950.00 15,000.00 152,687.70
Reconciliation Discrepancies 0.04 (3.50) (3.46)

Total Other Expenses 0.04 1,625.00 20,325.36 27,050.00 18,093.64. - 21,166.40 1,950.00 20,228.00 25,299.30 1,950.00 14,996.50 152,684.24
Net Other Income (0.04)  (1,62500)  (2032536)  (27,050.00)  (18,093.64) - (21,16640)  (1,95000)  (2022800)  (25299.30)  (1,950.00)  (14,99650)  (152,684.24)
Net Income 2064866  13358.28 (7,994.46)  (1500753)  (15094.22)  9,847.55 (6,954.60) 259.06 (8,766.42) 1,975.06 9,789.26 (5,607.42) 5363.22
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Income
Total Greenfield Plaza Il Income
Total Income
Gross Profit
Expenses
Expenses - Corporate
Bank Charges
Computer Data Hosting and Storage
Computer Software
Leased Office Equipment
Office Supplies
Postage Shipping and Delivery
Repair and Maintenance
Telephone and Data Access
Total Expenses - Corporate
Expenses - Greenfield Plaza Il
Advertising - Internet
Advertising - Staff
Alarm Monitoring, Testing and Repair
Background Screening
Books and Media
Classroom Supplies
Computer Data Hosting and Storage
Computer Hardware
Computer Maintenance and Repair
Computer Software
Cost of Labor
Administration
Commissions - Admin
Driver Physicals
Insurance - Workers Comp - Admin
Taxes Paid - Payroll - Admin
Wages - 1099
Wages - Admin
Holiday - Admin
Overtime - Admin
Regular - Admin
Training - Overtime - Admin
Training - Regular - Admin
Total Wages - Admin
Total Administration
Faculty
Bonuses - Faculty
Evaluations
Referral
Sign-On
Total Bonuses - Faculty
Employee Appreciation
Holiday - Faculty
Insurance - Workers Comp - Faculty
Paid Time Off
Taxes Paid - Payroll - Faculty
Tuition Assistance
Uniforms - Staff
Wages - Faculty
Birthday
Holiday
Overtime - Faculty
Regular - Faculty
Training - Overtime - Faculty
Training - Regular - Faculty
Total Wages - Faculty
Total Faculty
Food Service
Insurance - Workers Comp - Food Svc
Taxes Paid - Payroll - Food Service
Training - Regular - Food Service
Wages - Food Service
Overtime - Food Service
Regular - Food Service
Total Wages - Food Service
Total Food Service
Insurance - Workers Comp - Expense Constant
Maintenance & Repair
Insurance - Workers Comp
Taxes Paid - Payroll - Repair & Maint
Wages - Maintenance & Repair
Regular - Maintenance & Repair
Total Wages - Maintenance & Repair
Total Maintenance & Repair
Training
Total Cost of Labor
Credit Card Merchant Fees
Curriculum Materials
Decorations
Document Disposal
Equipment Rental
Field Trip
Fire Equipment Inspection/Service
Food
Food Service Supplies
Fund Raiser Supplies
Furniture Fixtures and Equipment

2.0%

2.0%

2.0%

Magellan Christian Academies of AZLLC
Feasibility Analysis

Year 1

Mar-17 Apr-17 May-17 Jun-17 Jul-17 Aug-17 Sep-17 Oct-17 Nov-17 Dec-17 Jan-18 Feb-18 Total Year 2 Year 3 Year 4 Year 5
109,846.55 96,280.04 89,062.76 90,147.24 82,755.25 83,268.26 101,115.66 86,303.37 88,535.39 107,821.15 86,312.35 89,429.32 1,110,877.35 1,133,094.90 1,155,756.79 1,178,871.93 1,202,449.37
109,846.55 96,280.04 89,062.76 90,147.24 82,755.25 83,268.26 101,115.66 86,303.37 88,535.39 107,821.15 86,312.35 89,429.32 1,110,877.35 1,133,094.90 1,155,756.79 1,178,871.93 1,202,449.37
109,846.55 96,280.04 89,062.76 90,147.24 82,755.25 83,268.26 101,115.66 86,303.37 88,535.39 107,821.15 86,312.35 89,429.32 1,110,877.35 1,133,094.90 1,155,756.79 1,178,871.93 1,202,449.37
15.30 - - - 15.30 86.70 46.92 15.30 51.00 167.79 54.06 149.94 602.31 614.36 626.64 639.18 651.96
76.50 76.50 76.50 76.50 76.50 76.50 - 76.50 - 153.00 76.50 76.50 841.50 858.33 875.50 893.01 910.87
29.86 29.86 47.14 135.75 47.14 47.14 47.14 47.14 50.52 50.52 50.52 50.52 633.27 645.93 658.85 672.03 685.47
331.50 331.50 - - - - 486.08 - - - - - 1,149.08 1,172.06 1,195.50 1,219.41 1,243.80
- - - - - 35.89 - - - - - - 35.89 36.61 37.34 38.09 38.85
- - - 11.76 - - - - 23.25 - - - 35.01 35.71 36.42 37.15 37.89
- - 6.22 423.30 (220.53) - - - - - - - 208.99 213.17 217.43 221.78 226.22
101.95 101.95 101.95 101.95 101.95 101.95 101.95 101.95 101.95 101.95 101.95 101.95 1,223.39 1,247.86 1,272.81 1,298.27 1,324.23
555.10 539.80 231.82 749.26 20.36 348.19 682.09 240.89 226.72 473.26 283.03 378.91 4,729.43 4,824.02 4,920.50 5,018.91 5,119.29
1,530.00 1,530.00 1,530.00 1,020.00 1,530.00 1,530.00 1,530.00 1,530.00 1,020.00 1,530.00 1,530.00 1,530.00 17,340.00 17,686.80 18,040.54 18,401.35 18,769.37
133.49 419.63 497.76 234.90 233.49 - 105.50 142.80 107.10 158.10 204.41 71.40 2,308.57 2,354.74 2,401.83 2,449.87 2,498.87
- - - - - 485.71 - 107.10 - - 107.10 - 699.91 713.91 728.19 742.75 757.61
- - 95.21 (24.09) (17.34) - - - 25.88 - - - 79.65 81.24 82.87 84.53 86.22
- - - - - - - - - 36.10 - 10.20 46.30 47.22 48.17 49.13 50.11
665.89 68.41 108.53 86.56 1,861.90 592.63 22.97 327.80 132.01 309.21 336.30 28.97 4,541.17 4,632.00 4,724.64 4,819.13 4,915.51
- 175.44 175.44 175.44 175.44 175.44 175.44 175.44 175.44 175.44 175.44 175.44 1,929.84 1,968.44 2,007.81 2,047.96 2,088.92
1,246.44 79.66 - 26.49 - - - - - - - - 1,352.59 1,379.64 1,407.24 1,435.38 1,464.09
- - - 127.50 - - - 96.90 413.10 - 260.10 - 897.60 915.55 933.86 952.54 971.59
71.40 234.59 71.40 234.59 86.02 91.80 91.80 86.35 81.60 86.35 296.60 115.81 1,548.31 1,579.28 1,610.86 1,643.08 1,675.94
- - - - - 433.50 355.84 731.48 894.54 1,050.60 775.20 767.04 5,008.20 5,108.36 5,210.53 5,314.74 5,421.04
- - - - - 399.84 (199.92) - - - 43.86 - 243.78 248.66 253.63 258.70 263.88
147.52 128.58 172.02 152.49 132.53 153.44 127.40 165.18 159.00 116.19 164.82 139.61 1,758.78 1,793.95 1,829.83 1,866.43 1,903.76
906.68 561.12 684.02 1,044.79 678.40 710.85 645.10 538.39 419.50 427.53 602.94 706.10 7,925.41 8,083.92 8,245.60 8,410.51 8,578.72
4,273.80 4,059.60 4,396.20 4,243.20 4,212.60 4,029.00 4,466.14 4,234.46 4,345.20 3,937.20 4,029.00 612.00 46,838.40 47,775.17 48,730.67 49,705.28 50,699.39
6,844.07 7,450.79 8,712.24 10,326.08 6,317.53 4,788.59 8,132.56 - - - - - 52,571.87 53,623.31 54,695.77 55,789.69 56,905.48
- - - - - - - - - 122.40 - - 122.40 124.85 127.34 129.89 132.49
- - - - - - 95.47 825.60 - - - 190.62 1,111.69 1,133.92 1,156.60 1,179.73 1,203.33
- - - - - - - 7,288.42 3,702.71 3,571.38 3,540.58 5,761.02 23,864.11 24,341.40 24,828.22 25,324.79 25,831.28
- - - - - - - 248 - - - - 248 253 2.58 2.63 2.68
- - - - - - 1,171.54 (1,139.38) 48.72 30.65 - - 111.53 113.76 116.03 118.35 120.72
6,844.07 7,450.79 8,712.24 10,326.08 6,317.53 4,788.59 9,399.58 6,977.12 3,751.43 3,724.43 3,540.58 5,951.64 77,784.08 79,339.76 80,926.55 82,545.09 84,195.99
12,172.07 12,200.10 13,964.48 15,766.56 11,341.06 10,515.22 14,794.13 12,646.62 9,569.66 9,255.95 9,156.41 8,176.38 139,558.64 142,349.82 145,196.81 148,100.75 151,062.76
- - - - - - - - (169.99) - - - (169.99) (173.39) (176.86) (180.40) (184.01)
- - - - - - - - 153.00 - - 204.00 357.00 364.14 371.42 378.85 386.43
- - - - - - - - - - 102.00 102.00 204.00 208.08 212.24 216.49 220.82
- - - - - - - 679.97 169.99 85.00 619.28 169.99 1,724.24 1,758.72 1,793.90 1,829.78 1,866.37
- - - - - - - 679.97 153.00 85.00 721.28 475.99 2,115.25 2,157.55 2,200.70 2,244.72 2,289.61
195.13 242.48 93.03 16.45 138.77 176.00 - 339.54 79.15 465.19 - 175.36 1,921.11 1,959.53 1,998.72 2,038.70 2,079.47
- - - - - - - - - 393.07 291.07 - 684.13 697.82 71177 726.01 740.53
505.77 565.17 676.80 507.04 500.21 684.15 543.26 701.73 688.16 644.10 786.00 711.44 7,513.84 7,664.12 7,817.40 7,973.75 8,133.22
- - - - - - - - - - 434.11 - 434.11 442,79 451.65 460.68 469.90
3,957.84 3,408.49 2,783.46 3,050.37 2,327.08 2,614.11 3,202.16 3,034.01 2,971.83 3,420.26 3,158.84 3,365.41 37,293.86 38,039.74 38,800.53 39,576.54 40,368.08
- - - - - - - - 114.24 - - - 114.24 116.52 118.86 121.23 123.66
24.05 62.25 265.23 65.76 (32.08) (49.48) (261.31) 7.19 83.07 51.46 88.36 141.70 446.20 455.12 464.23 473.51 482.98
31,299.44 30,095.69 28,295.03 26,564.60 26,487.66 21,702.44 33,553.45 100.44 - - - - 198,098.76 202,060.73 206,101.95 210,223.99 214,428.47
- - - - - - - - - 97.92 102.00 81.60 281.52 287.15 292.89 298.75 304.73
- - - - - - - - 393.58 (0.51) - - 393.07 400.93 408.95 417.13 425.47
- - - - - - 380.45 2,357.19 1,381.82 1,318.19 208.80 782.34 6,428.79 6,557.37 6,688.52 6,822.29 6,958.73
- - - - - - 5,664.29 30,358.17 27,840.69 28,187.00 21,715.24 30,680.93 144,446.31 147,335.24 150,281.94 153,287.58 156,353.33
- - - - - - - 9.54 39.74 94.72 - - 143.99 146.87 149.81 152.81 155.86
- - - - - - - 118.92 315.72 659.78 - - 1,094.42 1,116.31 1,138.63 1,161.41 1,184.63
31,299.44 30,095.69 28,295.03 26,564.60 26,487.66 21,702.44 39,598.20 32,944.26 29,971.55 30,357.09 22,026.04 31,544.87 350,886.86 357,904.60 365,062.69 372,363.95 379,811.23
35,982.23 34,374.09 32,113.56 30,204.23 29,421.63 25,127.22 43,082.30 37,706.70 34,061.00 35,416.16 27,505.71 36,414.77 401,409.61 409,437.80 417,626.55 425,979.09 434,498.67
27.50 20.07 14.16 - 20.59 32.93 10.55 - - - - 7.88 133.68 136.35 139.08 141.86 144.70
193.17 133.64 11.38 48.58 168.67 154.88 25.19 - 100.18 156.16 130.85 - 1,122.70 1,145.16 1,168.06 1,191.42 1,215.25
- - - - - - - - - 41.33 - - 41.33 42.16 43.00 43.86 44.74
1,324.19 940.53 - 668.53 1,439.59 859.24 200.89 - - - - - 5,432.97 5,541.63 5,652.46 5,765.51 5,880.82
- - - - - - - - 97.89 35.27 - - 133.16 135.82 138.54 141.31 144.14
- - - - - - - 105.72 1,907.99 1,965.41 725.79 - 4,704.91 4,799.01 4,894.99 4,992.89 5,092.75
1,324.19 940.53 - 668.53 1,439.59 859.24 200.89 105.72 2,005.88 2,000.68 725.79 - 10,271.04 10,476.46 10,685.99 10,899.71 11,117.71
1,544.86 1,094.25 25.54 717.11 1,628.85 1,047.04 236.63 105.72 2,106.07 2,198.17 856.64 7.88 11,568.76 11,800.13 12,036.14 12,276.86 12,522.40
15.71 15.71 23.56 15.71 15.71 15.71 15.71 15.71 23.56 15.71 59.47 28.25 260.51 265.72 271.03 276.45 281.98
0.64 1.15 0.63 0.06 - - - - 0.29 15.26 44.50 64.50 127.04 129.58 132.17 134.82 137.51
5.31 1.94 3.91 0.38 - - - - 78.22 63.71 289.80 283.33 726.60 741.13 755.95 771.07 786.49
54.32 3.06 32.33 1.84 - - - - - - - - 91.55 93.38 95.24 97.15 99.09
- - - - - - - - 601.76 721.77 2,004.31 2,695.86 6,023.70 6,144.18 6,267.06 6,392.40 6,520.25
54.32 3.06 32.33 184 - - - - 601.76 721.77 2,004.31 2,695.86 6,115.25 6,237.55 6,362.30 6,489.55 6,619.34
60.27 6.15 36.87 227 - - - - 680.27 800.74 2,338.62 3,043.69 6,968.88 7,108.26 7,250.43 7,395.44 7,543.35
- 142.81 (101.98) - - - - 25.50 - - - 229.50 295.83 301.75 307.78 313.94 320.22
49,775.14 47,833.10 46,062.04 46,705.88 42,407.25 36,705.19 58,128.77 50,500.25 46,440.56 47,686.73 39,916.83 47,900.48 560,062.23 571,263.48 582,688.75 594,342.52 606,229.37
1,137.41 1,391.83 1,185.99 1,042.13 998.56 885.28 1,065.89 1,299.84 1,242.07 1,189.55 1,461.30 1,256.82 14,156.69 14,439.83 14,728.62 15,023.20 15,323.66
- - - - 2,241.23 772.83 463.70 77.29 309.13 - 130.34 162.75 4,157.27 4,240.41 4,325.22 4,411.72 4,499.96
- 52.20 - - 41.10 52.73 - 78.82 115.11 258.92 44.08 91.26 734.22 748.90 763.88 779.16 794.74
- - - - - - 122.40 104.04 30.60 30.60 - 61.20 348.84 355.82 362.93 370.19 377.60
- - - - - - - - - 593.76 - - 593.76 605.64 617.75 630.11 642.71
- - - 423.30 459.00 - - - 51.00 - - - 933.30 951.97 971.01 990.43 1,010.23
3,202.61 3,463.02 2,345.82 2,694.36 1,876.75 3,297.53 532.03 2,797.42 2,605.03 3,573.19 3,401.39 2,110.85 31,900.00 32,538.00 33,188.76 33,852.54 34,529.59
455.46, 48 26 318. 433, 09.98 448,49 .y 61 468.19 305, 326.9; 3,48 59.86 4,526.98 4,617.52 4,709.87 4,804.07 4,900.15
Casg.2:14-bk-12657-MCW  Doc 337; Filed 05/03/17 | Entered 05/03/17 16:48:34'» Deggy s lwx  we
31827 " 55. - - : .18 - 631 110. - - 1757245 " 75,3209 5,426.70 5,535.23 5,645.93 5,758.85
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Feasibility Analysis

Magellan Christian Academies of AZLLC

Year 1
Mar-17 Apr-17 May-17 Jun-17 Jul-17 Aug-17 Sep-17 Oct-17 Nov-17 Dec-17 Jan-18 Feb-18 Total Year 2 Year 3 Year 4 Year 5
Graduation Expenses 2.0% 61.20 1,008.63 - - - - - 382.50 - - - - 1,452.33 1,481.37 1,511.00 1541.22 1,572.05
Health Supplies 0% 2.14 - - - - 67.55 - - - - - 21.92 91.62 93.45 95.32 97.22 99.17
Insurance - - -
Insurance - Commercial Package 0% 440.95 - 371.12 371.12 37112 37112 37112 37112 37112 37112 371.12 37112 4,152.11 4,235.16 4,319.86 4,406.26 4,494.38
Insurance - Student Accident 2.0% 68.65 - 57.20 57.20 57.20 57.20 57.20 57.20 57.20 57.20 57.20 57.20 640.66 653.48 666.54 679.88 693.47
Insurance - Vehicle 2.0% - - 88.66 88.66 88.66 88.66 88.66 88.66 88.66 88.66 88.66 88.66 886.58 904.32 922.40 940.85 959.67
Total Insurance 509.59 - 516.98 516.98 516.98 516.98 516.98 516.98 516.98 516.98 516.98 516.98 5,679.36 5,792.95 5,908.81 6,026.98 6,147.52
Interest Expense 2.0% - - 22.23 22.23 22.23 22.23 22.23 22.23 22.23 22.23 22.23 22.23 222.26 226.70 231.24 235.86 240.58
Internet Video System Service 2.0% 330.99 165.75 165.75 165.75 165.75 165.75 165.75 165.75 165.75 165.75 166.26 526.99 2,515.99 2,566.31 2,617.64 2,669.99 2,723.39
Janitorial Services 2.0% - - 916.98 916.98 916.98 916.98 916.98 916.98 916.98 916.98 916.98 916.98 9,169.80 9,353.20 9,540.26 9,731.07 9,925.69
Janitorial Supplies 2.0% 533.09 711.47 495.20 439.23 736.41 549.04 106.52 273.65 319.62 496.90 389.31 573.61 5,624.05 5,736.53 5,851.26 5,968.28 6,087.65
Leased Office Equipment 2.0% 213.86 100.67 348.83 - 192.78 - - - 71.73 - - - 927.87 946.43 965.36 984.67 1,004.36
Legal and Professional 2.0% - - - - 2,621.40 - - - - - 2,014.50 - 4,635.90 4,728.62 4,823.19 4,919.65 5,018.05
Licenses and Fees 2.0% 397.80 - - 270.30 - - 20.40 - - 40.80 - - 729.30 743.89 758.76 773.94 789.42
Office Equipment 2.0% - - - - - - - - - - - 154.29 154.29 157.37 160.52 163.73 167.00
Office Supplies 2.0% 58.36 72.12 141.04 86.99 27.54 27.52 109.13 97.20 74.22 85.30 77.02 196.25 1,052.68 1,073.73 1,095.21 1,117.11 1,139.46
Parent Appreciation 2.0% - - 159.01 - - - - - - - - - 159.01 162.19 165.43 168.74 172.12
Payroll Service 2.0% 446.25 335.07 363.12 438.60 307.02 419.21 481.44 369.24 414.63 453.90 355.98 399.33 4,783.79 4,879.47 4,977.05 5,076.60 5,178.13
Pest Control Service 2.0% 66.30 66.30 66.30 66.30 66.30 66.30 66.30 66.30 66.30 66.30 66.30 66.30 795.60 811.51 827.74 844.30 861.18
Postage Shipping and Delivery 2.0% 6.08 1.45 - - - - - - - 19.18 19.18 121.71 167.59 170.94 174.36 177.84 181.40
Printing and Copying 2.0% - - - - - - - 475.09 - - 14.77 - 489.86 499.65 509.65 519.84 530.23
m 0% 17,108.00 12,531.22 12,531.22 T2,531.22 T2,531.22 T2,531.22 12,531.22 12,531.22 T2,531.22 T2,531.22 12,531.22 12,531.22 T73.051.62 T79,170.10 187,545.20 T00,081.06  105,782.10
Rent or Lease - Storage Unit 0% 128.41 128.41 128.41 128.41 128.41 128.41 128.41 128.41 128.41 128.41 128.41 256.82 1,669.30 1,702.69 1,736.74 177148 1,806.91
Repair and Maintenance 2.0% - 554.88 293.76 - 439.39 1,823.76 966.96 911.82 473.65 65.69 1,367.94 535.27 7,433.11 7,581.77 7,733.40 7,888.07 8,045.83
Telephone and Data Access 2.0% 364.10 363.94 363.92 369.82 370.67 376.06 373.41 377.12 377.08 1,047.40 817.35 777.72 5,978.59 6,098.16 6,220.12 6,344.52 6,471.42
Telephone and Data Equipment 2.0% - - - - - - - - - - - 22.94 22.94 23.40 23.87 24.34 24.83
Utilities - Electric 2.0% 737.30 802.60 939.97 1,361.12 1,645.94 2,350.83 2,312.57 1,676.42 1,392.66 1,069.24 782.61 726.80 15,798.06 16,114.02 16,436.30 16,765.02 17,100.32
Vehicle - Gas and Oil 2.0% 90.78 142.13 71.44 144.23 - 163.08 - 155.59 111.45 107.10 226.46 135.16 1,347.41 1,374.36 1,401.85 1,429.88 1,458.48
Vehicle - License and Registration 2.0% - 130.93 19.38 - - - - - - - - - 150.31 153.31 156.38 159.51 162.70
Vehicle - Repair and Maintenance 2.0% - - 885.70 87.28 15.30 36.87 - 30.55 30.55 30.55 64.10 702.56 1,883.45 1,921.12 1,959.54 1,998.73 2,038.71
Total Expenses - Greenfield Plaza Il 77,587.36 75,867.33 72,817.98 72,725.51 75,207.69  67,934.63 83,017.98 80,318.20 72,777.89 75,718.82 70,734.97 76,452.56 901,160.93 920,923.66 941,133.84 961,801.97 982,938.82
Facilities & Plant
safety Supplies & Materials 0% - - - - - 177.24 - - - - - 124.95 302.19 308.23 314.39 320.68 327.09
Total Facilities & Plant - - - - - 177.24 - - - - - 124.95 302.19 308.23 314.39 320.68 327.09
Total Expenses 2.0% 78,142.47 76,407.13 73,049.79 73,474.78 75,228.05 68,460.05 83,700.07 80,559.09 73,004.61 76,192.08 71,018.00 76,956.42 906,192.54 926,055.91 946,368.73 967,141.56 988,385.21
[Net Operating Tncome 31,702.00 19.872.01 16,012.07 T6.672.47 7.527.20  12,808.21 T7.215.50 B.742.28 15.530.78 T,.620.07 15,204.35 12.272.80 202,684.80 07,038.08 200,368.06 T1.730.37 217,064.16
Post Confirmation Professional Fees 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 60,000.00 60,000.00
Chapter 11 Professional Fees - Beg Balance 98,000.00 93,000.00 88,000.00 83,000.00 78,000.00  73,000.00 68,000.00 63,000.00 58,000.00 53,000.00 48,000.00 43,000.00 98,000.00 38,000.00 - - -
Payments 5,000 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 60,000.00 38,000.00 - - -
Ending Balance 93,000.00 88,000.00 83,000.00 78,000.00 73,000.00  68,000.00 63,000.00 58,000.00 53,000.00 48,000.00 43,000.00 38,000.00 38,000.00 - - - -
Landlord Pre-petition Balance 109,892.24  104,892.24 99,892.24 94,892.24 890,892.24  84,892.24 79,892.24 74,892.24 69,892.24 64,892.24 59,892.24 54,892.24 109,892.24 49,892.24 - - -
Payment 5,000 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 5,000.00 60,000.00 49,892.24 - - -
Ending Balance 104,892.24 99,892.24 94,892.24 89,892.24 84,892.24  79,892.24 74,892.24 69,892.24 64,892.24 59,892.24 54,892.24 49,892.24 49,892.24 - - - -
Priority Claims 14,304.00 9,304.00 4,304.00 - - - - - - - - - 14,304.00 - - - -
Payment 5,000 5,000.00 5,000.00 4,304.00 - - - - - - - - - 14,304.00 - - - -
Ending Balance 9,304.00 4,304.00 - - - - - - - - - - - - - - -
GUC Claims 8,500.00 3,500.00 - - - - - - - - - - 8,500.00 - - - -
Payment 5,000 5,000.00 3,500.00 - - - - - - - - - - 8,500.00 - - - -
Ending Balance 3,500.00 - - - - - - - - - - - - - - - -
Total Plan Payments 25,000.00 23,500.00 19,304.00 15,000.00 15,000.00  15,000.00 15,000.00 15,000.00 15,000.00 15,000.00 15,000.00 15,000.00 202,804.00 147,892.24 - - -
Net Cash Flow 6,704.09 (3,627.09) (3,291.03) 1,672.47 (7,472.80) (191.79) 2,415.59 (9,255.72) 530.78 16,629.07 294.35 (2,527.11) 1,880.80 59,146.74 209,388.06 211,730.37 214,064.16
Beginning Cash 14,969.59 21,673.68 18,046.59 14,755.55 16,428.02 8,955.22 8,763.43 11,179.02 1,923.30 2,454.08 19,083.16 19,377.50 14,969.59 16,850.39 75,997.14 285,385.20 497,115.57
[Ending Cash 21,673.68  18,046.59 14,755.55 16,428.02 805522  8,763.43 11,179.02 1,923.30 2.454.08 10,083.16 _ 19,377.50 16,850.39 16,850.39 75,997.14 28538520 _ 497,115.57 __ 711,179.73 ]
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	Forrester & Worth, PLLC
	I. Introduction
	Debtor Magellan Christian Academies of Arizona, LLC (the "Debtor") filed its voluntary petition under Chapter 11 of the United States Bankruptcy Code, 11 U.S.C. §§ 101 et seq. (the “Code”) on August 15, 2014. S. Cary Forrester (the “Trustee”) was appo...
	II. Overview and Recommendation of Proponent
	The Plan provides for the payment in full of all Allowed Claims, with interest, as follows: (A) The amounts owing to holders of priority claims will be paid in full on the Effective Date; (B) the amounts owing holders of priority tax claims will be pa...
	The funding source for the Plan is the net income generated from the operation of Debtor’s business.
	The Trustee recommends that the Plan be accepted and approved because it provides for the payment in full of all claims, preserves Debtor’s business and business relationships, preserves the jobs of Debtor’s employees, and preserves the rights and int...
	A. General Information Regarding the Plan and Disclosure Statement.

	This Disclosure Statement is intended to provide you with sufficient information about Debtor and the Plan to make an informed decision about whether to vote to accept or reject the Plan. It will be used to solicit acceptances of the Plan only after t...
	The Bankruptcy Court will conduct a hearing on the Plan on _____________________________ (the “Confirmation Hearing”) at the United States Bankruptcy Court, 230 North First Avenue, Courtroom 702, 7th floor, Phoenix, Arizona 85003, before the Hon. Made...
	THIS DISCLOSURE STATEMENT IS NOT THE PLAN. FOR THE CONVENIENCE OF CREDITORS AND SHAREHOLDERS, THE PLAN IS SUMMARIZED IN THIS DISCLOSURE STATEMENT. THE SUMMARY IS QUALIFIED IN ITS ENTIRETY BY THE PLAN ITSELF. IF THERE IS ANY INCONSISTENCY BETWEEN THIS ...
	B. Representations Regarding this Disclosure Statement.

	While the Trustee has attempted to insure that all information in this Disclosure Statement is accurate, it has not been subjected to a certified audit or other independent review. Other than as stated in this Disclosure Statement, the Trustee has not...
	C. Who is Entitled to Vote.
	If you hold an Allowed Claim that is impaired by the Plan, you are entitled to vote to accept or reject the Plan. An Allowed Claim is one that has been allowed within the meaning of Section 502 of the Code or temporarily allowed within the meaning of ...
	1. Allowed Claims.
	You have an Allowed Claim if: (a) You timely filed a proof of Claim and no one objected to it; or (b) you timely filed a proof of Claim, an objection was filed, but the Bankruptcy Court overruled the objection and allowed the Claim; or (c) your Claim ...

	An Allowed Claim or Equity Interest is deemed impaired if the holder’s legal, equitable, or contractual rights are altered in any manner by the Plan or, in the case of an Allowed Claim, if it will not be paid in full under the Plan. The Plan states wh...
	After this Disclosure Statement has been approved by the Bankruptcy Court, and except as otherwise ordered by the Bankruptcy Court, all Creditors and Equity Security holders who are entitled to vote on the Plan will be sent: (i) a ballot, together wit...
	S. Cary Forrester, Esq.
	Forrester & Worth, PLLC
	3636 North Central Avenue, Suite 700
	Phoenix, Arizona 85012-1927
	Fax No. (602) 271-4300
	E-mail: scf@forresterandworth.com
	TO BE COUNTED, YOUR BALLOT MUST BE RECEIVED AT THE ADDRESS LISTED ABOVE BY 11:59 P.M., MOUNTAIN STANDARD TIME, ON ____________, 2017. IF YOUR BALLOT IS NOT TIMELY RECEIVED, IT MAY NOT BE COUNTED IN DETERMINING WHETHER THE PLAN HAS BEEN ACCEPTED...
	E. Summary of Voting Requirements.
	In order for the Plan to be confirmed, the Plan must be accepted by at least one impaired Class of Claims. For a Class of Claims to accept the Plan, votes representing at least two-thirds in amount and a majority in number of the Claims voted in that ...
	For a Class of Equity Interests to accept the Plan, votes representing at least two-thirds in amount of Allowed Equity Interests voted in that Class must be cast to accept the Plan. The Proponents are not seeking acceptances from holders of Allowed Eq...
	It is important that holders of Allowed Impaired Claims exercise their rights to vote to accept or reject the Plan. The Trustee believes that the treatment of Creditors under the Plan is the best alternative for them and recommends that the holders of...
	The following description of the Plan is for informational purposes only and does not purport to change or supersede any of the language of the Plan. Each holder of a Claim or Equity Interest is urged to read the Plan carefully with respect to the pro...
	IF THERE IS ANY INCONSISTENCY BETWEEN THE TERMS OF THE PLAN AND THIS DISCLOSURE STATEMENT, THE TERMS OF THE PLAN CONTROL.
	A. Funding Sources. Funding for the Plan will come from Debtor’s Net Monthly Income and from any unreserved funds on hand as of the Effective Date. Net Monthly Income is defined as follows: All income generated from the operation of Debtor’s business ...
	B. Estimated Distributions. The Trustee provides the following estimate of Claims and distributions:
	C. Classification and Treatment of Claims and Interests.

	Administrative Claims
	1. Class 1 (Priority Claims). Each holder of an Allowed Class 1 Claim will be paid in cash in full upon the Effective Date. Class 1 is unimpaired under the Plan.
	2. Class 2 (Priority Tax Claims). Each holder of an Allowed Class 2 Claim will be paid in full on the Effective Date to the extent of available funds. Each holder of a secured Class 2 Claim will retain its lien or other security interest until the Cla...
	3. Class 3 (Team Funding Solutions’ Secured Claim). Team Funding Solutions will retain its security interest in specified items of Debtor’s personal property until its claim is paid in full. For so long as the payments required to be made to it under ...
	4. Class 4 (General Unsecured Claims). The Allowed Class 4 Claims will be paid in full, together with interest at the rate of 4.5% per annum from and after the Petition Date, from Debtor’s Net Monthly Income, but only after Allowed Administrative Clai...
	5. Class 5 (Interests). All of Debtor’s members will retain their Equity Security interests. Class 5 is unimpaired under the Plan.
	6. Disputed Claims will be treated as follows:  At the time of any Distribution to holders of Allowed Claims in a particular Class, an amount sufficient to have paid each holder of a Disputed Claim in that Class its pro rata share of such Distribution...
	7. Unclassified Claims. Each holder of an Allowed Administrative Claim will be paid in monthly installments beginning on or after the Effective Date but only when all Allowed Priority Claims in Classes 1 and 2 have been paid in full, and continuing un...
	Debtor’s principal, Thomas Blitch, holds an unclassified administrative priority claim in the amount of $38,213.19, by way of subrogation to the claim of Debtor’s counsel, Aiken Schenk Hawkins & Ricciardi, P.C. (“Aiken Schenk”). The claim arose on Sep...
	Compensation earned by the Plan Trustee or by professionals employed by the Plan Trustee after the Effective Date need not be approved by the Court pursuant to Sections 330, 331 or 503(b) of the Bankruptcy Code, or otherwise, and will be paid in the o...
	D. Summary of Other Plan Provisions.
	1. Cash Reserves. The Trustee will have established an Operating Reserve of not less than $20,000 on or before the Effective Date. The Cash Reserve will be held in an interest bearing bank account. All cash that is not paid to Creditors on the Effecti...
	2. Disbursing Agent. The Plan Trustee will function as disbursing agent under the Plan and will be compensated for his services at his standard hourly rate, which is presently $355.00 per hour.
	3. Management. Until the Plan is consummated, as defined below, the Plan Trustee will have all decision making authority and powers associated with the ownership and operation of Debtor’s business. He will also control all of Debtor’s bank accounts an...
	4. Reports to Landlord. The Plan Trustee will provide monthly reports to Landlord, in the form of a profit and loss statement and bank statements for each of Debtor’s bank accounts, for the immediately preceding calendar month. All such reports will b...
	5. Sale of Business. The Plan Trustee may sell Debtor’s business and assign the Real Estate Lease and any equipment leases if it appears at any time that Debtor’s operations are unsustainable or that a default under the Plan is imminent, provided, how...
	6. Consummation of the Plan.  The Plan will be deemed consummated when: (i) all required Plan payments have been made; (ii) the Landlord has received a security deposit in the amount of $30,000 in addition to its existing security deposit.
	7. Authority to Settle and Assign. In accordance with Bankruptcy Code §1123(b)(3), the Reorganized Debtor will own and retain, and may prosecute, enforce, compromise, settle, release, or otherwise dispose of, any and all claims, defenses, counterclaim...
	8. Location of Claimants. If the Plan Trustee is unable to locate a Claimant, he will hold the amount of any Distribution to such Claimant as though such Claim were a Disputed Claim.  He will hold that amount for 120 days and, if the address of the Cl...
	9. Uncashed Distribution Checks. Any Distribution check that has not been returned by the U.S. Post Office but which has not been cashed within 60 days after it is mailed, will be deemed undeliverable.  The Plan Trustee will be authorized to stop paym...
	10. Notices. In order to minimize the expense of providing notices after the Confirmation Date, only Special Notice Creditors will receive notice of matters brought before the court after the Confirmation Date.  The failure of a creditor to become a S...
	11. Effective Date/Condition to Confirmation. The Effective Date is thirty calendar days after the Confirmation Order has been entered by the Clerk of the Bankruptcy Court.
	12. Discharge. Except as otherwise specifically provided in the Plan, confirmation of the Plan will discharge the Debtor from any debt that arose prior to the Confirmation Date and any debt of a kind specified in §§ 502(g) through (i) of the Code, whe...
	13. Automatic Stay and Post-Confirmation Injunction. Not-withstanding any other provisions of the Plan, the automatic stay will terminate on the Effective Date, but all holders of Claims dealt with by the Plan, and all creditors who received notice of...
	14. Release and Extinguishment of Liens, Claims and Encumbrances. Except as otherwise provided herein, all property dealt with by the Plan is free and clear of all liens, claims, and interests of creditors and Equity Security holders from and after th...
	15. Executory Contracts. With the exception of the Real Estate Lease, which is assumed under the Plan, all executory contracts and unexpired leases that have not previously been assumed will be deemed rejected as of the Effective Date, unless specific...
	In the event of assumption of any executory contracts or unexpired leases other than the Real Estate Lease, and except as otherwise agreed to by the other contracting party, all pre-petition defaults will be cured on the Effective Date or as soon ther...
	16. Retention and Enforcement of Claims. The Plan preserves in full for the benefit of the Reorganized Debtor the Retained Causes of Action and all other claims and causes of action of any sort owned by the Debtor or estate, pursuant to § 1123(b)(3) o...
	17. Modification of the Plan. The Trustee reserves the right to propose modifications or amendments to the Plan at any time prior to the Confirmation Date.  After confirmation, the Plan Trustee may, with Court approval, and so long as it does not mate...
	18. Exculpation. The Trustee, the Plan Trustee, and their advisors, attorneys, consultants, officers, managers, and agents (the “Exculpated Parties”) will neither have nor incur any liability to any holder of a Claim or Equity Security, or any other p...
	19. Retention of Jurisdiction. Notwithstanding confirmation of this Plan, the Bankruptcy Court will retain jurisdiction to: (a) Determine the allowability of Claims and interests upon objection to such Claims or interests by the Plan Trustee, or by an...
	VII. Tax Consequences of the Plan
	VIII. Confirmation over Dissenting Class

	The Code contains provisions for confirmation of the Plan even if it is not accepted by all impaired classes, provided that at least one impaired class of Claims votes to accept the Plan. These “cramdown” provisions are set forth in Section 1129(b) of...
	IX. Feasibility of the Plan
	For the Court to confirm the Plan it must find that confirmation “is not likely to be followed by the liquidation, or the need for further financial reorganization, of the debtor … unless such liquidation or reorganization is proposed in the plan." Th...
	X. Alternatives To The Plan
	The Trustee has considered alternatives to the Plan, including a sale of Debtor’s business. Such a sale at this time, however, would depress the value of the business and reduce the return to Debtor’s members. Accordingly, the Trustee does not conside...
	XI. Recommendation and Conclusion
	The Trustee believes that the Plan is in the best interests of all creditors and parties in interest and recommends that it be approved.
	Dated May 3, 2017.
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	Forrester & Worth, PLLC
	This Plan of Reorganization (the "Plan") is proposed by S. Cary Forrester in his capacity as Chapter 11 Trustee (the “Trustee”) for Debtor Magellan Christian Academies of Arizona, LLC (the "Debtor"), for the resolution of all outstanding creditor clai...
	NO SOLICITATION MATERIALS OTHER THAN THE DISCLOSURE STATEMENT AND THE MATERIALS ACCOMPANYING IT HAVE BEEN AUTHORIZED BY THE BANKRUPTCY COURT FOR USE IN SOLICITING ACCEPTANCES OR REJECTIONS OF THIS PLAN.
	ARTICLE I
	DEFINITIONS
	Defined Terms. The following terms have the following meanings whenever used in the Plan.
	A. Administrative Claim means: (a) every cost or expense of administration of the Bankruptcy Case, including any actual and necessary post-petition expenses entitled to priority under Bankruptcy Code §§503(b) and 507(a)(1); (b) any actual and necessar...
	B. Allowed Claim means every Claim, other than an Administrative Claim:
	1. As to which a timely Proof of Claim has been filed within the time fixed by the Bankruptcy Court; or,
	2. If such claim arises from an Executory Contract that is rejected by the Plan or the Confirmation Order, as to which a timely Proof of Claim has been filed no later than the first Business Day that is 14 calendar days after the Confirmation Date; or,
	3. If Debtor has scheduled such claim in its Schedules (including any amendments thereto) as liquidated in amount, undisputed, and non-contingent;
	4. And, in regard to all of the foregoing claims that have either been filed or deemed filed:
	a. As to which no objection has been filed within any applicable time period fixed by the Bankruptcy Court or Plan; or
	b. As to which an order has been entered allowing such claim and (a) such order has become final and non-appealable without any appeal, review, or other challenge having been taken, or (b) if taken, any such appeal, review or other challenge has been ...
	5. The term Allowed Claim may be used throughout the Plan with each of the various creditor’s claims or classes of those claims (e.g., "Allowed Class 1 Claims") to signify that such claims must be, unless otherwise indicated, Allowed Claims in order t...
	C. Bankruptcy Code or Code means Title 11 of the United States Code.
	D. Bankruptcy Court or Court means the United States Bankruptcy Court for the District of Arizona or any other court that may have jurisdiction over any particular proceeding arising under, in, or relating to this Chapter 11 case.
	E. Case means the Debtor's bankruptcy case before the Bankruptcy Court, and all adversary proceedings, contested matters and other litigation arising in or related to the Case.
	F. Claim means "claim" as defined in Bankruptcy Code §101(5).
	G. Claimant means the holder of a Claim.
	H. Confirmation Date means the date of entry of the Confirmation Order.
	I. Confirmation Order means the appealable order of the Bankruptcy Court confirming the Plan.
	J. Debtor or Debtor-in-Possession means Magellan Christian Academies of Arizona, LLC.
	K. Disclosure Statement means the Disclosure Statement pertaining to the Plan, including any amendments or modifications thereto.
	L. Disputed Claim means a Claim, including one that is deemed filed pursuant to Code § 1111(a), as to which the Debtor or any other party in interest has filed an objection within 90 days after the Effective Date and which has not been resolved by a F...
	M. Distribution means the property required by the Plan to be distributed to the holders of Allowed Claims.
	N. Effective Date is defined in Article VI.
	O. Equity Security means any ownership interest in the Debtor.
	P. Filing Date or Petition Date means August 15, 2014.
	Q. Final Order means an order, judgment or other decree of the Bankruptcy Court, including, without limitation, a stipulation or other agreement which is "so ordered" by the Bankruptcy Court, the operation or effect of which has not been reversed or s...
	R. Landlord means Lumberjack Capital—Greenfield Plaza II, LLC.
	S. Minimum Monthly Cure Payment to Landlord means a monthly payment in the amount of $5,000 beginning with the rent payment for the first full calendar month after the Effective Date.
	T. Net Monthly Income means all income generated from the operation of Debtor’ business after payment of operating expenses and overhead, including, without limitation, food, supplies, taxes, rent, Minimum Cure Payments to Landlord, payroll, withholdi...
	U. Penalty Claims means any unsecured Claims for any fine, penalty, forfeiture, multiple damages, punitive damages, or exemplary damages not meant to compensate the claimant for actual pecuniary loss.
	V. Plan means this Chapter 11 Trustee’s Plan of Reorganization dated May 3, 2017, including any amendment or modification made in accordance with the applicable provisions of the Code.
	W. Plan Trustee means Edward M. Burr, a director of Henry & Horne, LLP, whose address is 7098 E, Cochise Rd., Ste. 100, Scottsdale, Arizona 85253. The Plan Trustee will serve until relieved of his duties by an order of the Court and the appointment by...
	X. Real Estate Lease means the Lease Agreement by and between Debtor and Landlord dated July 12, 2011.
	Y. Reorganized Debtor means the Debtor on or after the Effective Date. The Reorganized Debtor may also be referred to as the Debtor in this Plan.
	Z. Retained Causes of Action means all claims and causes of action of every kind and nature whatsoever arising before the Effective Date which have not been resolved or disposed of prior to the Effective Date, whether or not such claims or causes of a...
	AA. Special Notice Creditors means every Creditor or party in interest that files a Notice of Appearance and/or Request for Notice, and forwards a copy to Trustee’s counsel at the address set forth above, before or after the Confirmation Date.
	BB. Tax Claim Rate means the applicable rate of interest on tax claims under Section 511 of the Bankruptcy Code, determined as of the Effective Date.

	General Rules Regarding Defined and Undefined Terms. As used in this Plan, all capitalized words and other terms defined in the Bankruptcy Code or the Rules of Bankruptcy Procedure will have the meanings given to them in the Bankruptcy Code or the Rul...
	ARTICLE II
	CLASSIFICATION OF CLAIMS AND INTERESTS
	A. All Allowed Administrative Claims are treated as unclassified claims.
	B. All other Allowed Claims and Allowed Interests are placed in the classes described below, and will receive the treatment set forth in Article IV and in other sections of the Plan:
	1. Class 1 (Priority Claims): All Allowed Claims entitled to priority under § 507 of the Code other than the priority tax claims classified in Class 2.
	2. Class 2 (Priority Tax Claims): All Allowed Claims entitled to priority under Section 507(a)(8) of the Bankruptcy Code and each holder of a secured claim that would otherwise meet the description of a governmental unit under Section 507(a)(8) of the...
	3. Class 3 (Team Funding Solution’s Secured Claim). The Allowed Secured Claim of Team Funding Solutions, which is secured by a security interest in certain items of equipment owned and used by Debtor in the operation of its business.
	4. Class 4 (General Unsecured Claims). All Allowed Unsecured Claims other than Priority Claims.
	5. Class 5 (Interests). All Allowed Equity Security holders in the Debtor.
	ARTICLE III
	IMPAIRED AND UNIMPAIRED CLAIMS
	Class 1 Priority Claims, Class 2 Priority Tax Claims, and Class 5 Interests are unimpaired.  All other Classes are impaired.
	ARTICLE IV
	TREATMENT OF CLAIMS AND INTERESTS
	The treatment of the various classes of Claims and Interests under the Plan will be as follows:
	A. Unclassified Claims. Each holder of an Allowed Administrative Claim will be paid in monthly installments beginning on or after the Effective Date but only when all Allowed Priority Claims in Classes 1 and 2 have been paid in full, and continuing un...
	Debtor’s principal, Thomas Blitch, holds an unclassified administrative priority claim in the amount of $38,213.19, by way of subrogation to the claim of Debtor’s counsel, Aiken Schenk Hawkins & Ricciardi, P.C. (“Aiken Schenk”). The claim arose on Sep...
	Compensation earned by the Plan Trustee or by professionals employed by the Plan Trustee after the Effective Date need not be approved by the Court pursuant to Sections 330, 331 or 503(b) of the Bankruptcy Code, or otherwise, and will be paid in the o...
	1. Class 1 (Priority Claims). Each holder of an Allowed Class 1 Claim will be paid in cash in full upon the Effective Date. Class 1 is unimpaired under the Plan.
	2. Class 2 (Priority Tax Claims). Each holder of an Allowed Class 2 Claim will be paid in full on the Effective Date. Each holder of a secured Class 2 Claim will retain its lien or other security interest until the Claim has been paid in full.  To the...
	3. Class 3 (Team Funding Solutions’ Secured Claim). Team Funding Solutions will retain its security interest in specified items of Debtor’s personal property until its claim is paid in full. For so long as the payments required to be made to it under ...
	4. Class 4 (General Unsecured Claims). The Allowed Class 4 Claims will be paid in full, together with interest at the rate of 4.5% per annum from and after the Petition Date, from Debtor’s Net Monthly Income, but only after Allowed Administrative Clai...
	5. Class 5 (Interests). All Equity Security holders in the Debtor will retain their Equity Security interests. Class 5 is unimpaired under the Plan
	6. Disputed Claims will be treated as follows:  At the time of any Distribution to holders of Allowed Claims in a particular Class, an amount sufficient to have paid each holder of a Disputed Claim in that Class its pro rata share of such Distribution...
	ARTICLE V
	MEANS FOR EXECUTION OF THE PLAN
	A. Funding. Funding for the Plan will come from Debtor’s Net Monthly Income and from any unreserved funds on hand as of the Effective Date.
	B. Cash Reserves.  The Trustee will have established an Operating Reserve of not less than $20,000 on or before the Effective Date. The Cash Reserve will be held in an interest bearing bank account. All cash that is not paid to Creditors on the Effect...
	C. Disbursing Agent.  The Plan Trustee will function as disbursing agent under the Plan and will be compensated for his services at his standard hourly rate, which is presently $355.00 per hour.
	D. Management. Until the Plan is consummated, as defined below, the Plan Trustee will have all decision making authority and powers associated with the ownership and operation of Debtor’s business. He will also control all of Debtor’s bank accounts an...
	E. Reports to Landlord. The Plan Trustee will provide monthly reports to Landlord, in the form of a profit and loss statement and bank statements for each of Debtor’s bank accounts, for the immediately preceding calendar month. All such reports will b...
	F. Sale of Business. The Plan Trustee may sell Debtor’s business and assign the Real Estate Lease and any equipment leases if it appears at any time that Debtor’s operations are unsustainable or that a default under the Plan is imminent, provided, how...
	G. Consummation of the Plan.  The Plan will be deemed consummated when: (i) all required Plan payments have been made; (ii) the Landlord has received a security deposit in the amount of $30,000 in addition to its existing security deposit.
	H. Authority to Settle and Assign. In accordance with Bankruptcy Code §1123(b)(3), the Reorganized Debtor will own and retain, and may prosecute, enforce, compromise, settle, release, or otherwise dispose of, any and all claims, defenses, counterclaim...
	I. Location of Claimants and Uncashed Distribution Checks.
	1. Bad Addresses.  If the Plan Trustee is unable to locate a Claimant, he will hold the amount of any Distribution to such Claimant as though such Claim were a Disputed Claim.  He will hold that amount for 120 days and, if the address of the Claimant ...
	2. Uncashed Distribution Checks.  Any Distribution check that has not been returned by the U.S. Post Office but which has not been cashed within 60 days after it is mailed, will be deemed undeliverable.  The Plan Trustee will be authorized to stop pay...
	J. Notices.  In order to minimize the expense of providing notices after the Confirmation Date, only Special Notice Creditors will receive notice of matters brought before the court after the Confirmation Date.  The failure of a creditor to become a S...
	ARTICLE VI
	EFFECTIVE DATE
	ARTICLE VII
	EFFECT OF CONFIRMATION
	A. Discharge.  Except as otherwise specifically provided in the Plan, confirmation of the Plan will discharge the Debtor from any debt that arose prior to the Confirmation Date and any debt of a kind specified in §§ 502(g) through (i) of the Code, whe...
	B. Automatic Stay and Post-Confirmation Injunction. Not-withstanding any other provisions of the Plan, the automatic stay will terminate on the Effective Date, but all holders of Claims dealt with by the Plan, and all creditors who received notice of ...
	C. Release and Extinguishment of Liens, Claims, and Encumbrances.  Except as otherwise provided herein, all property dealt with by the Plan is free and clear of all liens, claims, and interests of creditors and Equity Security holders from and after t...
	ARTICLE VIII
	EXECUTORY CONTRACTS
	With the exception of the Real Estate Lease, which is assumed under the Plan, all executory contracts and unexpired leases that have not previously been assumed will be deemed rejected as of the Effective Date, unless specific written notice of intent...
	In the event of assumption of any executory contracts or unexpired leases other than the Real Estate Lease, and except as otherwise agreed to by the other contracting party, all pre-petition defaults will be cured on the Effective Date or as soon ther...
	ARTICLE IX
	RETENTION AND ENFORCEMENT OF CLAIMS
	The Plan preserves in full for the benefit of the Reorganized Debtor the Retained Causes of Action and all other claims and causes of action of any sort owned by the Debtor or estate, pursuant to § 1123(b)(3) of the Code, other than those expressly re...
	ARTICLE X
	MODIFICATION OF PLAN
	The Trustee reserves the right to propose modifications or amendments to the Plan at any time prior to the Confirmation Date.  After confirmation, the Plan Trustee may, with Court approval, and so long as it does not materially or adversely affect the...
	ARTICLE XI
	EXCULPATION
	ARTICLE XII
	RETENTION OF JURISDICTION
	Notwithstanding confirmation of this Plan, the Bankruptcy Court will retain jurisdiction for the following purposes:
	A. To determine the allowability of Claims and interests upon objection to such Claims or interests by the Plan Trustee, or by any other party in interest.
	B. To consider requests for payment of Claims entitled to priority under Code § 507(a), including, without limitation, compensation of professionals pursuant to §§ 330 and 503.
	C. To hear, determine and enforce all claims and causes of action which may exist on behalf of Debtor or the estate, including, but not limited to, any right of the Reorganized Debtor or the estate to recover assets pursuant to the provisions of the C...
	D. To consider and act upon the compromise and settlement of any Claims against, or cause of action on behalf of, the Debtor or the Estate.
	E. To resolve controversies and disputes regarding the interpretation or enforcement of the terms of the Plan, or any documentation relating thereto.
	F. To resolve controversies and disputes regarding implementation of the Plan, and to enter orders in aid of confirmation of the Plan and appropriate orders to protect the Debtor or its successors in interest.
	G. To determine all matters and controversies regarding state, local, and federal taxes pursuant to all applicable provisions of the Bankruptcy Code.
	H. To enter a Final Decree closing Debtor's case.
	ARTICLE XIII
	CLOSING OF THE CASE
	The Court, upon motion of any interested party, will enter a Final Decree pursuant to § 350 of the Code and Bankruptcy Rule 3022, thereby closing this Case and making provisions, by way of injunction or otherwise, as may be equitable.
	ARTICLE XIV
	GENERAL PROVISIONS
	A. Extension of Payment Dates and Other Deadlines. If any payment date or other deadline falls due on a Saturday, Sunday or legal holiday, then such due payment date or other deadline will be extended to the next business day.
	B. Notices. Any notice required or permitted to be provided under the Plan will be in writing and served by first class mail, hand-delivery, telecopy or e-mail, on all Special Notice Beneficiaries.
	C. Interest. Whenever interest is to be computed under the Plan, interest will be simple interest and not compounded.  Unless otherwise specifically provided for in the Plan or the Confirmation Order, post-petition interest will not accrue or be paid ...
	D. Vesting. As of the Effective Date, the Reorganized Debtor will be vested with all property of the Debtor and the Estate free and clear of all Claims, liens, security interests, assignments, encumbrances, charges, and other interests of Creditors, e...
	E. Successors and Assigns. The rights and obligations of any Creditor or holder of an Equity Interest referred to in the Plan will be binding upon, and will inure to the benefit of, the successors, assigns, heirs, devisees, executors, and personal rep...

	F. Payment of Statutory Fees and Filing of Quarterly Reports. All fees payable pursuant to 28 U.S.C. §1930, as determined by the Bankruptcy Court at or in conjunction with the Confirmation Hearing, will be paid on or before the Effective Date, and the...
	Dated May 3, 2017.
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