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I.  INTRODUCTION

Chapter 11 reorganization is seldom easy. For any debtor, the plan
confirmation process imposes formidable challenges of both a legal and
practical nature. For individual Chapter 11 debtors, especially after the
enactment of the Bankruptcy Reform and Consumer Protection Act of
2005 (BAPCPA), the process can be even more challenging.

All Chapter 11 plans, including those advanced by individual
debtors, must meet the confirmation standards of 11 U.S.C. section
1129. Individual debtors face additional requirements, most resulting
from BAPCPA provisions directed at individual debtors. Although
these statutory changes are several years old, they received little
attention until the recent economic downturn and the resulting increase
in individual Chapter 11 cases.

The code sections of particular concern to plan confirmation for
individual debtors are as follows:

A) Section 1115: Property of the estate for an individual Ch 11 debtor
includes “ in addition to the property specified in Section 5417 (1)
all property of the kind specified in section 541 that the debtor
acquires after the commencement of the case but before the case is
closed, dismissed or converted to a case under chapter 7,12 or 13,
whichever occurs first; and (2) earnings from services performed
by the debtor after the commencement of the case but before the
case is closed, dismissed or converted to a case under chapter 7,
12 or 13, whichever occurs first.

B) Section 1123(a)(8) Plan shall provide for the payment to creditors
under the plan of all or such portion of earnings from personal
services performed by the Debtor after the commencement of the
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case or other future income of the debtor as is necessary for the
execution of the plan.

C) Section 1129(a)(15) If an unsecured creditor objects to
confirmation, plan must provide either payment in full or the
commitment of all the debtor’s projected disposable income ( as
defined by Section 1325(b)(2) ) for five years or the term of the
Plan, whichever is longer.

(Note section 1325(b)(2) defines “disposable income” rather than
“projected disposable income.”)

D) Section 1141(a)(2) Discharge does not discharge individual
debtor from any debt excepted from discharge under Section 523

E) Section 1141(a)(5) Discharge does not enter until the completion
of payments under the plan

F) Section 1129(b)(2)(B)(i1) With respect to a class of unsecured
claims, a junior class will not receive payment of claim or interest
unless senior class paid in full, except that in an individual case,
debtor may retain property included in the estate under Section
1115, subject to the requirements of Section (a)(14) of this
section.

Many of the above changes impose requirements similar to those in
Chapter 13 without the “safety valves” of Chapter 13 (i.e. no involuntary
Chapter 13, no disclosure statement, absolute right to convert to Chapter
7 ) Individual Chapter 11 debtors also still face the creditor voting and
Section 1129 requirements imposed by the Chapter 11 process.
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The solicitation of votes in favor of a Chapter 11 plan can be a
difficult process, especially in individual cases in which there may be
only a small number of creditors sufficiently interested in the case to
cast a ballot, and some of these may not support the plan. Consider using
the “deemed acceptance” doctrine for non-voting, non-objecting
creditors. See In re Ruti-Sweetwater Inc., 836 F.2d 1263 (10" Cir.

1988).

II. Income and Future Income issues

Pursuant to 11 U.S.C. section 1115, property of the estate
includes, for Chapter 11 debtors, earnings from personal services
performed during the case, i.e., future income. Pursuant to Section
1129(a)(15), in a case in which the holder of an unsecured claim objects
to confirmation, the value of the property distributed under the plan must
be “ not less than the projected disposable income of the Debtor ( as
defined in Section 1325(b)(2) to be received in the five year period
beginning on the date the first payment is due under the plan or during
the period for which the plan provides payments, whichever is longer.
Section 1325(b)(2) defines “ disposable income™ generally as projected
income from all sources, less reasonably necessary personal expenses,
charitable contributions and, for Debtors engaged in business, business
expenses.. The Court may adjust for future changes in income or
expenses which are known or virtually certain by the time of
confirmation. Hamilton v. Lanning, 130 S. Ct 2464 ( 2010).

For individual Chapter 11 debtors, accurate financial reporting and
detailed financial projections are critical both for assessing projected
income and for showing feasibility. These projections must include
cash flow information for non-debtor businesses on which the debtor

! For below median Chapter 13 debtors, “projected disposable income,” as defined in Section 1325(b)(1), is based
on current income and expenses as set forth on Schedules [ and J. In re Kibbe, 2006 BNH 017 (Chapter 13 case
applying section 1325 (b) (1).) Although most individuals in business have higher level of income, query how
Kibbe applies to an individual Chapter 11 debtor whose business expenses may leave him individually with a low
level of income.
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depends for income. Financial reporting is important to any Chapter 11
case, but for individual debtors, the requirements of Sections 1115 and
1129(a)(15) and the importance of reliable projections make it
imperative that reports be accurate and that proper separation be
maintained between individual debtors and closely held non-debtor
business entities. Accounting professionals should be employed if
possible; these cases should not be regarded simply as oversized Chapter
13 cases.

The requirements of Sections 1115 and 1129(a)(15) create multiple
challenges for debtors when plan confirmation is contested and when
disposable or projected disposable income includes business income
from a non-debtor. If projected disposable income appears too low, an
objecting creditor may challenge feasibility or may accuse the debtor of
manipulating the cash flow of a non debtor business entity. See In re
Gbadebo, 2010 WL 1568609 (Bankr N.D. Cal). Indeed, in Gbadebo, the
debtor faced Court scrutiny of the reasonableness of, inter alia, monthly
mortgage and vehicle payments. Debtor was a professional engineer and
sole shareholder and CEO of an engineering company. Faced with the
objections of a judgment creditor, the Gbadebo court found certain of
the Debtor’s living expenses unreasonable, such that the Plan had not
been filed in good faith. The Court also found the Debtor had
manipulated reported income and used his closely held corporation as
his “personal piggy bank,” sometimes paying personal expenses directly
from the business and failing to maintain sufficient separation between
business and personal cash flow, resulting in cash flow projections and
financial information the Court found unreliable.

Indeed, the recent reported cases which address issues under
Sections 1115 and 1129(a)(15) usually also involve challenges to the
reliability and accuracy of individual financial projections. See
Gbadebo, supra; In re Clemente, 409 B.R. 288 (Bankr. D.N.J.2009). In
Clemente, Debtor was a physician and the president of the Heart Centre
PC. Among other challenges in his Chapter 11 case, Dr. Clemente
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suffered from what the Court called “shortcomings as the debtor in
possession,” which featured his abysmal failure to accurately account
for and separate personal finances from those of the Heart Centre. An
examiner was appointed, then during the Chapter 11 plan process, the
Court determined the examiner was not sufficient and pursuant to
Section 1104, appointed a Chapter 11 trustee. Dr. Clemente then moved
to convert his case to Chapter 7. Once the Chapter 11 trustee was in
place, however, the Debtor had no standing under Section 1112(a) to
move to dismiss or convert. Moreover, under Section 1115, his post-
petition earnings remained property of the estate, creating a potential
constitutional quagmire. The Debtor was captive in a Chapter 11
proceeding which required him to commit future earnings to a Chapter
11 plan, arguably a form of indentured servitude. The Court did not find
that Section 1115 in and of itself raised constitutional issues; it was the
trap created by the combined effects of Section 1112(a) and section
1115.

To avoid addressing the Constitutional question, the Clemente
court decided to treat the Debtor’s motion to convert as a motion to
remove the Chapter 11 trustee for the limited purpose of allowing the
Debtor to convert his case to Chapter 7. Similar Constitutional issues
are likely to arise again, however. Individual Chapter 11 debtors like
Dr. Clemente are not uncommon.

Section 1129(a)(15) applies only when an unsecured creditor files
an objection to confirmation; filing a negative ballot is not sufficient. In
re Shat, 2010 WL 702443 ( Bankr. D. Nev.); In re Bullard, 358 B.R. 541
(Bankr. D. Conn. 2007); In re Tegeder, 369 B.R. 477 ( Bankr. D. Neb.
2007); In re Roedemeier, 374 B.R. 264 ( Bankr. D. Kan 2007). Simply
filing an objection to disclosure is likewise not sufficient. Roedemeier,
supra.

III. Plan modification
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Pursuant to Section 1127(e), if the debtor is an individual, the plan
may be modified any time after confirmation but before the completion
of payments, whether or not substantially consummated, on the request
of the Debtor, the trustee, the United States trustee or the holder of an
unsecured claim. The modification may increase or decrease payment
amounts or payment terms or alter the treatment of a creditor who has
received partial payment from another source. Unlike plan
modifications under Section 1129(a), which are usually allowed only
prior to confirmation and remain subject to all the normal plan
requirements set forth in Sections 1121 through 1129, plan
modifications for individual debtors may occur at any time during the
life of the plan without additional disclosure and apparently without
having to comply with the confirmation requirements of Section 1129.
Section 1127(e) creates the potential for considerable mischief by
vociferous creditors, especially in light of the requirements of Section
1129(a)(15). Debtors might also find opportunities to be creative or to
address changed financial circumstances during the life of the Plan.

To date, section 1127(e) has come up in reported cases infrequently
and primarily in the context of a debtor’s efforts to deal with the
delayed discharge provisions of Section 1141(d)(5), either by closing his
case prior to discharge or by obtaining an early discharge. See, ¢.g. In re
Johnson, 402 B.R. 851 (Bankr. N.D. Ind. 2009) (physician paying under
5 year plan, sought closing of case during plan to limit quarterly fees); In
re Belcher, 410 B.R. 206 (Bankr. W.D. Va. 2009) (Debtors sought early
discharge or relief from quarterly fees despite ongoing plan payments).
In both cases, The United States trustee objected in part on the grounds
the plan could be modified under 1127(e) and that section 1127(e) and
other changes imposed by BAPCPA contemplated continuing oversight
of plan implementation similar to that in Chapter 13 and unlike the post-
confirmation procedure for most other types of Chapter 11 cases. In
Johnson, the Court held the requested closing (and potential reopening
for discharge) was appropriate under Section 350 and that it was not
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feasible to require that all cases be kept open during the entire payment
term, particularly in cases with longer term plans.

In Belcher, the Court simply held the debtors did not meet the
requirements for an early or hardship discharge under Section
1141(d)(5)(B)(i) and (i1). In addition to the other requirements for a
hardship discharge, Section 1141(d)(5)(B)(ii) requires that modification
of the plan is not practicable. The Belcher court found the debtors had
not shown they were unable to complete the payments called for under
their Chapter 11 plan and also that they had failed to show that
modification of their plan was not practicable.

IV. ABSOLUTE PRIORITY RULE

Since the enactment of BAPCPA, the language of Section
1129(b)(2)(B), commonly known as the “absolute priority rule,” has
changed as it relates to individual debtors. Section 1129(b)(2)(B)(i1)
provides : [with respect to a class of unsecured creditors]

The holder of any claim or interest that is junior to the claims of such
class will not receive or retain under the plan on account of such junior
claim or interest any property, except that in a case in which the debtor
1s an individual, the debtor may retain property included in the estate
under Section 11135, subject to the requirements of (a)(14) of this
section.

Section 1115 provides that property of the estate includes,  in addition
to the property specified in Section 541(a), ” property acquired post-
petition and post-petition earnings from personal services of the Debtor.

Over the last few years, courts have struggled to interpret the absolute
priority rule in individual cases and in particular, to define the scope of
property covered by the phrase “property included in the estate under
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Section 1115.” Could individual Chapter 11 debtors retain ALL property
of the estate, both as defined by Section 541(a) and as supplemented by
the post-petition property and earnings included in the estates of
individual debtors by Section 1115, or merely the post-petition property
and earnings.

There remains a split of authority and there are only three circuit court
decisions, but the weight of authority increasingly favors a narrow
interpretation of Section 1115, such that when an unsecured class is not
being paid in full, an individual debtor may retain only “Section 1115
property” to remain in compliance with the absolute priority rule. There
remains some split of authority as to whether or not and how the
absolute priority rule applies in individual Chapter 11 cases, and beyond
that, whether the provisions of Section 1115 and 1129 (a)(15) are
ambiguous or unambiguous and how that affects the Court’s
interpretation of the statute. The resolution of these issues has a
significant effect on plan feasibility.

Several of the early decisions evaluating the issue held that the absolute
priority rule did not apply at all in individual Chapter 11 cases. See In re
Shat, 2010 WL 702443 (collects cases and contains a very detailed
analysis of the legal issues.) In Shat, debtors ran a profitable dry
cleaning business, as sole proprietors, and also owned several rental real
estate projects which were not profitable. Their Chapter 11 plan
provided, inter alia, that general unsecured creditors would receive 10%.
The unsecured creditor class rejected the plan but filed no legal
objection. The Shat plan further provided for a cram down of mortgages
on rental real estate and for the retention by the debtor of all properties,
subject to unavoided and unmodified liens.

Faced with a rejecting unsecured class of creditors, the Shat court was
forced to address cram down under Section 1129(b)(2) as it applied to
individual debtors. The Court found Section 1129(b)(2)(B)(ii )
ambiguous and believed that a broad interpretation of property “included
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in the estate under Section 1115” was necessary to permit Chapter 11 to
function as intended for individuals, particularly in light of the many
other changes seemingly borrowed from Chapter 13. See also, In re
Bullard, 358 B. R. 341 (Bankr. D. Conn. 2007); In re Tegeder, 369 B.R.
477 ( Bankr. D. Neb 2007); In re Roedemeier, 374 B.R.264 (Bankr.
D.Kan 2007). The more recent Friedman BAP decision followed
similar reasoning; debtors needed the use of their assets to perform their
Chapter 11 plans, and a broad interpretation of Section 1115 was more
consistent with the other amendments affecting individual Chapter 11
debtors. See, In re Friedman, 2012 WL 911545 (9thCir. BAP 2012);
SPCP Group LLC v. Biggins, 2011 WL 4389841 (M.D. Fla. 2011)

Courts have taken a contrary view, however, most notably the court in
In re Gbadebo, 2010 WL 1568609. The Gbadebo court found Section
1129(b)(2)(B)(i1) unambiguous; the phrase “included in the estate under
Section 1115” covered only the post-petition property specifically added
by that provision. Section 1115 did not supersede Section 541. The
Court held the “absolute priority rule” was eliminated only with respect
to the debtor’s post-petition property, specifically added by Section
1115, not property of the estate as defined by Section 541.

As more cases have been decided, bankruptcy courts increasingly have
favored a narrow interpretation of Section 1115, such that the absolute
priority rule still applies in individual Chapter 11 cases and “section
1115 property” means only post-petition earnings or assets acquired
post-petition. See, e.g., In re Walsh, 447 B.R. 445 ( Bankr. E.D. Mass
2011); In re Karlovich, 456 B.R.677 ( Bankr. S.D.Cal.2010); In re
Mullins, 435 B.R.352 (Bankr. W.D.Va 2010); In re Maharaj, 449 B.R.
484 ( Bankr. E.D. Va 2011); In re Lindsey, 453 B.R.886 ( Bankr. E.D.
Tenn. 2011); In re Tucker, 2011 WL 5926757; In re Lively, 2012 WL
959256 ( Bankr. S.D.Tex 2012); In re Borton, 2011 WL 5439285(
Bankr. D. Idaho 2011).

These courts generally view Section 1115 as unambiguous and assert
that Congress would have carved out individuals from Section
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1129(b)(2) or amended Section 541 had a broader interpretation of
Section 1115 or an exception to the absolute priority rule been intended.
Some courts have opined that Congress intended not to treat individual
Chapter 11 debtors more like Chapter 13 debtors but rather to treat them
more like other Chapter 11 debtors. See, In re Karlovich, supra.

The most recent bankruptcy court cases acknowledge the statute may be
ambiguous, but most of these decisions also favor a narrow
interpretation of the statute, largely based on the legislative history of
BAPCPA and a belief the statute was designed largely to increase
personal responsibility and in one case, on a painstaking grammatical
analysis of the statute. See, In re Lee Min Ho Chien, 482 B.R. 473 (
Bankr. D.P.R. 2012); In re Arnold, 471 B.R. 578 ( Bankr. C.D. Cal.
2012)( painfully detailed grammatical analysis).

Three circuit courts have now addressed this issue. See In re Stephens,
704 F.3d 1279 (10" Cir. 2013); In re Lively, 2013 WL 2347045 ( 5" Cir
2013); In re Maharaj, 681 F.3d 558 (4th Cir. 2012). Each of these
opinions follows a narrow interpretation of the statute, such that the
Absolute Priority rule applies. The Maharaj and Stephens courts
acknowledged the statute was ambiguous but asserted a narrow
interpretation was more consistent with the legislative history of the
statute and with an overall policy to impose more personal responsibility
on individual debtors. They also sought to avoid an implied repeal of
Section 1129(B)(2). The Lively court thought Section 1115 was not
ambiguous but that even if there was some ambiguity, implied repeals
of statutory provisions were not favored, plus a narrow interpretation
was more consistent with legislative history.

The narrow interpretation presents significant plan confirmation
challenges for individuals who may have valuable assets or equipment
or valuable interests in closely held corporation which own assets
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necessary to the debtor’s professions but generate cash flow insufficient
to pay unsecured creditors in full.

Even in jurisdictions which hold the absolute priorty rule applies in
individual cases, a Chapter 11 debtor with access to sufficient resources
may still be able to confirm a plan over an objecting class of creditors by
contributing sufficient “new value,” in money or money’s worth. See,
Bank of America National Trust and Savings Assn. v. 203 North Lasalle
Partnership, 526 U.S. 434 ( 1999). See also, In re Lee Min Ho Chien,
supra., ( new value must come from a source outside the debtor).

V. CONCLUSION

For individual Chapter 11 debtors, plan confirmation under the
revised Chapter 11 rules involves both challenge and
opportunity and requires a careful and creative approach as
case law on the major changes continues to evolve. In the
meantime, individual Chapter 11 debtors will still face the
ordinary requirements of Section 1129, including the basic
requirement to prove feasibility and “best interests,” while
simultaneously running non-debtor businesses.

Special thanks for Jim Molleur, Esq., Molleur Law Offices,
Biddeford, Maine for the sample plan and disclosure statement
which follows these materials.
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I INTRODUCTION

This is the disclosure statement (the “Disclosure Statement”} in the individual
Chapter 11 case of Professor M. Plum and Colonel D. Mustard (the “Debtors”). This
Disclosure Statement contains information about the Debtors and describes the
Debtors’ Plan of Reorganization Dated July 12, 2012 (the “Plan”) to be filed by the
Debtors, A full copy of the Plan is attached to this Disclosure Statement as Exhibit A.
Your rights may be qffected. You should read the Plan and this Disclosure
Statemnent carefully and discuss them with your attorney, if you have one.
{If you do not have an attorney, you may wish to consult one).

The Plan provides for ten (10} classes of secured (or previously

secured) claims; one (1) class of general unsecured claims; and one (1)
class of equity security holders. Unsecured creditors holding allowed

claims will receive distributions, which the preponent of the Plan has

valued at approximately three quarters of one cent (0.75%) on the dollar,

as follows: 1

! The Plan provides that the Debtors will make a total of six distributions (the Initial
Distribution and the five Annual Distributions) to holders of Allowed Administrative, Priority,
and General Unsecured Claims. Based on currently available information, the Debtors at this
time project that holders of Allowed Unsecured Claims will be paid a total dividend of
approximately 0.75% % of the face amount of their claims through the five projected Annual
Distributions. The Debtors’ projections are based on the assumption that the total face amount
of all Allowed Unsecured Claims in this case will equal approximately $1,000,000, which the
Debtors believe to be the total amount of unsecured claims that were scheduled/filed as of the
date of this Disclosure Statement. The $1,000,000 total includes projected unsecured
deficiency claims totaling approximately $750,000 held by Clueless Bank (Classes 6 and 7,
which are being treated as unsecured), as well as a general unsecured claim held by Euphorbia
Revenue Services in the amount of $5,000, representing the penalty portion of its claim for
unpaid sales taxes (Claim 1), Creditors are cautioned that the foregoing dividend analysis is an
estimated projection only, and the actual dividend amount will likely change when claims
beceme allowed or disallowed and the total amount of all allowed claims is known. For
example, Classes 6 and 7 {Clueless Bank) are based on claims (Claims 2 and 3) arising from the
Debtors’ guaranty of business debt (for Plumber Academic Manufacturing, Ine. (“Plumber
Manufaeturing”) and Mustard Plant, LLC. ( “Mustard Plant"), see infra}, and the assets of that
business have recently been liuidated under Chapter 7 of the Code, so the amounts of the
general unsecured deficiency claims of Clueless Bank that are ultimately allowed as Class 11
claims may be different than as stated in this Disclosure Statement depending on, inter alia, the
exact amount of net proceeds recovered from the sale of the business assets of Plumber and
Mustard Plant, For purposes of this dividend analysis, the Clueless Bank general unsecured
claim in Class 7 is assumed to equal approximately $250,000, based on the net proceeds of
approximately $500,000 recovered on the sale of Mustard Plant collateral. To the extent the
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(1)  First, upon entry of the Order confirming the Plan, the State of

Euphorbia Bureau of Revenue Services (“Euphorbia Revenue Services”)

shall have an Allowed Unsecured Priority Tax Claim in the Amount of
$10,300, representing the tax and interest component of its claim for
unpaid sales taxes, as of the Petition Date (Claim 1), and an allowed
General Unsecured Claim under Class 11 of the Plan in the amount of
$5,000 representing the penalty portion of Claim 3. The Allowed Priority
Claim will be paid within five (5) years of the Petition Date, ont or before
February 1, 2017, with interest at the rate of 7% per annum calculated
based on the outstanding balance at the time of each distribution {(with
total interest to be paid over five (5) years expected to be approximately
$2,3,;00 on the Allowed Unsecured Priority Claim only).2 The Euphorbia
Revenue Services Allowed General Unsecured Claim will be treated along
with all other Allowed General Unsecured Claims under Class 11, as set

Jorth below, with no interest component, Any and all other claims of

Euphorbia Revenue Services shall be disallowed at confirmation.

{2) Second, withirt 120 days after the Effective Date of the Plan, the
Debtors shall make an initial distribution (the “Initial Distribution™) in
the amount of $5,000, all of which will be used to pay down Euphorbia

Reveniie Services’ Allowed Priority Claim by $4,300 and fo pay the first

amount of Clueless’s allowed Class 11 unsecured claims are ultimately allowed in a different
amount, the dividend to other creditors in Class 11 could change.

% Attached hereto as Exhibit B is a projection of the payments of the Buphorbia Revenue Services
Priority Tax Claim, with a schedule of projected interest.
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year’s interest on that claim in the amount of approximately $700. No
other creditors will receive funds from the Initial Distribution;
(3} Third, the Debtors will make five (5) annual pro-rata

distributions (collectively, the “Annual Distributions”), in the amount o
Y

$5,000 each, as follows: (a) $1,500 will be distributed annually to Debtors’

Counsel for present and future administrative claims, for outstanding

fees, and for fiutture Chapter 11 fees (collectively, “Counsel Fees”3), subject
to Court approval; 4+ (b) Euphorbia Revenue Services will receive, through
the first four Annual Distributions, $1,500 annually on account of its
Allowed Priority Tax Claim, plus interest at the rate of 7% per annum
based on the unpaid balance ot the time of each distribution (with interest
payments expected to equal respectively (i) $600; (ii) $500; (iii) $400; and
(iv} $300); and (c} ereditors holding Allowed Unsecured Claims are
expected to receive pro rata distributions of the remaining balances
annually for five years, as follows: (i) $1,400 in year one; (ii) $1,500 in
year two; (iii} $1,600 in year three; (iv) $1,700 in year four; and (v} $3,500
in year five.

The First Annual Distribution shall be made on or before hwelve (12)

maonths after the Initial Distribution, and the Final Distribution will be

* The Debtors and their undersigned counsel have agreed that any outstanding Counsel
Fees and future Counsel Fees, all of which are subject to Court approval, will be spread
out over the life of the Plan so that unsecured creditors holding Allowed Unsecured
Claims will receive on account of such claims their pro rata share of each Annual
Distribution.

* Counsel reserves the right to petition the Court at the time of discharge for an additional award of accrued,
unpaid fees and expenses then due,
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made on or before sixty (60) months after the Inttial Distribution,
expected to be made on or before December 31, 2017. Upon completion of
the Initial Distribution, and each subsequent Annual Distribution,
Debtor’s counsel shall transmit a disbursement report to the U.S. Trustee’s
Office.s

This would mean that, by the time of completion of the Plan
payments, the total $30,000 Plan Cash would be distributed as follows: (1)
$7,500 would be puaid to Counsel for administrative expenses, subject to
court approval (81,500 per year from each of the five Annual
Distributions);% (2) a total of $12,800 ($10,300 claim and approximately
$2,500 interest) would be paid to Euphorbia Revenue Services in full
satigfaction of its Allowed Priority Tax Claim; and (3) the balance of
approximately $9,700 would be distributed, pro rata, to unsecured

creditors holding Allowed Unsecured Claims.?

A. Purpose of this Document.
This Disclosure Statement describes:

» The Debtors and significant events during their bankruptey cases;
» How the Plan proposes to treat claims or equity interests of the type you hold
i.e., what you will receive on your claim or equity interest if the plan is
confirmed);
¢  Who can vote on or object to the Plan;

* Payments to creditors holding Allowed Secuved Claims will be paid as they become due
directly by the Debtors, except as otherwise expressly provided below and in the Plan.

¢ As of the date this Disclosure Statement was first submitted to the Court, the outstanding administrative
expenses of Counsel totaled approximately $1,500. The Plan contemplates an additicnal administrative
reserve of approximately $7,500 in Counsel Fees, all subject 1o Court approval.

7 Attached hereto as Exhihit C is a projected distribution summary and dividend analysis, which is based
on presently available information and may change. See note 1 supra.
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¢ What factors the Bankruptey Court (the “Court”) will consider when deciding
whether to confirm the Plan;

¢ Why the Debtors believes the Plan is feasible, and how treatment of your claim or
equity interest under the Plan compares to what you would receive on your claim
or equity interest in liquidation; and

+ The effect of confirmation of the Plan

Be sure to read the Plan as well as the Disclosure Statement. This Disclosure
Statement describes the Plan, but it is the Plan itself that will, if confirmed, establish
your rights.

B. Deadlines for Voting and Objecting;
Date of Plan Confirmation Hearing
The Court has not yet confirmed the Plan described in this Disclosure Statement,
This section describes the procedures pursuant to which the Plan will or will not be
confirmed,
1, Time and Place of Hearing to Confirm the Plan

The hearing at which the Court will determine whether to confirm the Plan will
take place on » 2012 at at the United States Bankruptey Court,
321 Tree Street, Plumland, Euphorbia o1011.

2, Deadline for Voting to Accept or Reject the Plan

If you are entitled to vote to accept or reject the Plan, vote on the enclosed ballot
and return the ballot in the enclosed envelope to His Majesty, Esq., Majestic Law Office,
123 Orchard Street, Plum Village, Euphorbia 01777. See Section IV.A. below fora
discussion of voting eligibility requirements,

Your ballot must be received by His Majesty, Esq., Majestic Law Office, 123
Orchard Street, Plum Village, Euphorbia 01777 no later than , 2012

(the “Voting Deadline™).
IMPORTANT NOTICE: IFYOUARE ELIGIBLE TO VOTE AND YOUR
COMPLETED BALLOT IS NOT RECEIVED BY MAJESTIC ILAW OFFICE ON

OR BEFORE THE VOTING DEADLINE, YOU WILIL BE DEEMED TO HAVE
VOTED TO ACCEPT THE PLAN,

3. Deadline for Objecting to Confirmation of the Plan
Obhjections to confirmation of the Plan must be filed with the Court and served
upon the Debtor, through his counsel His Majesty, Esq. Majestic Law Office, 123
Orchard Street, Plum Village, Euphorbia 01777, by , 2012,

4. Identity of Person te Contact for More Information

If you want additional information about the Plan, you should contact His
Majesty, Esq., Majestic Law Office, 123 Orchard Street, Plum Village, Euphorbia 01777.
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C. Disclaimer

At a hearing [to be] held on August 15, 2012, the Couwrt approved this
Disclosure Statement as containing adequate information to enable
parties gffected by the Plan to make an informed judgment about its
terms. The Court has not yet determined whether the Plan meets the legal
requirements for confirmation, and the fact that the Court has approved
this Disclosure Statement does not constitute an endorsement of the Plan
by the Court, or a recommendation that it be accepted. Creditors and
interested holders are directed to read this Disclosure Statement and
accompanying proposed Plan in its entirety and should not rely solely on
the Summaries contained in this Disclosure Statement in deciding to vote

Jor the Plan.

IT IS RECOMMENDED THAT EACH CREDITOR AND HOILDER OF
INTEREST REVIEW THE ENTIRE PLAN AND DISCLOSURE STATEMENT
CAREFULLY AND DETERMINE WHETHER OR NOT TO ACCEPT THE
PLAN BASED ON THAT CREDITOR’S OR INTEREST HOLDER’S
INDEPENDENT EVALUATION AND JUDGMENT., IT IS IMPORTANT THAT
YOU VOTE IF YOU HAVE A RIGHT TO VOTE. IN DETERMINING
WHETHER A PLAN OF REORGANIZATION HAS BEEN ACCEPTED BY THE
REQUIRED MAJORITIES OF CREDITORS AND INTEREST HOLDERS,
ONLY THOSE CREDITORS AND INTEREST HOLDERS WHO ACTUALLY
VOTE ON THE PLAN ARE COUNTED, EXCEPT WHERE SPECIFICALLY
STATED OTHERWISE.

NO REPRESENTATIONS CONCERNING THE DEBTOR OR THE
PROPOSED PLAN ARE AUTHORIZED, EXCEPT AS SET FORTH IN THIS
DISCLOSURE STATEMENT. CERTAIN OF THE STATEMENTS CONTAINED
IN THIS DISCLOSURE STATEMENT ARE, BY NATURE, FORWARD-
LOOKING AND CONTAIN ESTIMATES AND ASSUMPTIONS. THERE CAN
BE NO ASSURANCE THAT SUCH STATEMENTS WILL BE REFLECTIVE OF
ACTUAL OUTCOMES.

I1. BACKGROUND

A, Description and History of the Debtors’ Businesses and Events
Leading to a Bankruptcy Filing,

Prior to the commencement of this bankruptcy case, Debtor Professor M. Plum
wholly owned and operated Plumber Academic Manufacturing, Ine. (“Plumber
Manufacturing”), a manufacturing business located in Plum Village, Euphorbia on real
estate owned by Mustard Plant, LLC. (“Mustard Plant"), another entity wholly owned by
Debtors Professor M. Plum and Colonel D. Mustard. Plumber Manufacturing previously
designed and manufactured commercial academic supplies and previously had 25
employees, Due to the 2008 downturn in the economy and other factors, Plumber
Manufacturing had serious financial difficulties and ultimately filed a petition in this
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Court under Chapter 11 of the Code on July 1, 2011. Plumber was unable to secure
additional funding to maintain on-going operations, and consequently on December 1,
2011, Plumber ceased operations and laid off its employees. Plumber’s Chapter 11 cage
was converted to a case under Chapter 7 on December 15, 2011. Subsequently, with the
cooperation of the Debtors and Mustard Plant, substantially all of the assets of these
entities were liquidated by Plumber’s Chapter 7 Trustee, Chapter 7 Case. No. 11-12345
(the “Plumber Chapter 7 Case™).

Because of Plumber’s financial difficulties and the cessation of its business
operaticns, and Debtor Professor M. Plum’s consequent loss of earnings, the Debtors
were no longer able to meet their financial obligations, including the obligations arising
from their guarantees of Plumber and Mustard Plant’ business debts, and so had no
choice but to file personal petitions for relief under Chapter 11 of the Code. Fortunately,
Debtor Professor M. Plum was able to find employment as a sales representative in a
related field in Plumland, with wages he believes will be sufficient to fund the Plan, as
set forth more fully below in this Disclosure Statement and Exhibit D attached hereto.
At this time, Colonel D. Mustard remains employed as a homemaker,

For the three years prior to filing Chapter 11, Debtor Professor M. Plum had the
following income: (a) $35,000 January 1, 2012 through Petition Date; (b} $60,000 in
2011; and {c) $25,000 in 2010; and (d) $100,000 in 2011 for repayment of loan from
corporation.

B. Insiders of the Debtors

Debtor Professor M. Plum wholly owns Plumber and Mustard Plant, all assets of
which have been or are being lquidated in Chapter 7 as set forth more fully above.
There will likely be no surplus assets in the Chapter 7 case and the Debtor therefore
values both of those wholly owned entities at $0,

C. Management of the Debtors Before and During Bankruptcy

During the two years prior to the date on which the bankruptey petition was filed,
and during this Chapter 11 case, the Debtors have managed their own affairs, and they
will continue to do so after the effective date of the order confirming the Plan. As stated
above, Debtor Professor M. Plum previously managed Plumber and Mustard Plant but
those business operations have ceased.

D.  Significant Events During the Bankruptcy Case

1. This case commenced as a Chapter 11 case upon the filing of a voluntary
petition for relief under Chapter 11 by the Debtors on February 1, 2012 (“Petition Date”).
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Subsequently, as of the date of this Disclosure Statement, the following orders have
entered in this case:8

2, On March 2, 2012 the Court entered an Order Granting the Debtors’
Application to Employ His Majesty, Esq. as Debtors’ counsel,

3. On March 10, 2012, the Court entered an agreed to Small Business
scheduling order,

4. On April 15, 2012, the First Meeting of Creditors under section 341 of the
Bankruptey Code was held and adjourned.

5. On May 1, 2012, and June 1, 2012, the Court entered an order extending
the time for Clueless Bank to object to the dischargeability of debts under Code section
523. The most recent order extended the deadline until August 31, 2012. The deadline
for all other creditors to object to discharge or dischargeability expired on May 1, 2012.

6. In March 2012, pursuant to orders entered in the Plumber Chapter 7 case,
the real estate of Plumber was sold at auction by the Chapter 7 Trustee, and the closing
on the sale of those assets for approximately $500,000 was consummated in April zo12,

E. Projected Recovery of Avoidable Transfers

The Debtor does not intend to pursue preference, fraudulent conveyance, or
other avoidance actions. The Debtor believes that there are no preference,
Jraudulent conveyance or other avoidance actions to pursue.

F. Claims Objections

Except to the extent that a claim is already allowed pursuant to a final non-
appealable order, the Debtor reserves the right to object to claims. Therefore, even if
your claim is allowed for voting purposes, you may not be entitled to a distribution if an
objection to your elaim ig later upheld. The procedures for resolving disputed claims are
set forth in Article VI of the Plan.

The deadline for filing a proof of claimt in this case was May 1, 2012 for
persons other than governmental units, and is September 1, 2012 for
governmental units. The deadline for filing objections fo claims is 90 days
after the Confirmation Date, or 9o days afier the applicable claims
deadline, whichever is later.

® This is only a summary of the docket and the Orders described below, The docket and the Orders
should be censulted for an exact description of their contents and terms. In the event of any discrepancy
between this summary and the docket or the Crders, the terms of the docket and the Orders shall control.
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G. Current and Historical Financial Conditions

The identity and fair market value of the estate’s assets are as follows:

Property Valuation | Source of | Secured Value of Equity

Valuation | Claim Amt, Exemption
Residence $499,000 [ Amended | Secured claims | $142,500 $o
95 State Highway Schedule | to be allowed at
Plumtand, Euphorbia Aand $499,000

March 1, | {inexcess of $2

2012 million

Appraisal | asserted)
Bank Balances on Date of Filing $1,520 Sch. B $o0 800 $720
Houschold Goods & Furnishings $8,000 Sch. B 30 $8,000 3¢
Miscellaneous Books & Photographs $500 Sch. B o 5500 $0
Wearing Apparel $500 Sch. B $0 $500 $0
Engagement Ring & Wedding Bands $1,000 Sch, B $0 100% $o0
14 diamond earrings & misc. jewelry $800 Sch. B $o $1,500 $0
Fire arms, sports, photographic and other | $200 Sch, B $0 $o $200
hobby equipment
Simple IRA $1,500 Sch. B $o $1,500 o
Stock (Plumber Millwork, Inc. and $0 Sch. B [ $0 50
MUSTARD PLANT, Inc.)
Power Boat with motor and trailer 7,000 Sch. B 50 $0 $7,000
2000 GMC Truck 185,000 miles 1,950 Sch. B $o $o $1,950
2001 Cadillac 157,000 miles $6,575 Sch. B $o $5,000 $1,575
2008 Subaru 40,000 miles $5,000 Sch. B $4,699 $o $301
1963 Chevrolet 130,000 miles $500 Sch. B 1) $0 500
2008 Pickup 40,000 miles $9,000 Sch. B $g,528.11 o $0
1cat $0 Sch. B 0 $o0 $0
0Old Snowmobile $1,005 Sch. B $0 $o 1,005
Newer Snowmohile $1,415 Sch. B $o0 $0 51,415
SUBTOTAL $15,296
CHAPTER 7 TRUSTEE ($2,280)
COMMISSION 11 U.S.C. § 326
Ch. 7 LIQUIDATION AMOUNT $13,016
(Available for Unsecured Creditors
in Hypothetical Chapter 7 Case)

A summary of the Debtors’ projected monthly income and expenses is attached
hereto as Exhibit D. A summary of the Debtors’ periodic operating reports filed since
the commencement of the Debtors’ bankruptey case is set forth in the following table:

Month

Gross Income

Expenses

Profit

March 2012

$3,000

($3,500)

($500)
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April 2012 $6,000 {$4,500) $1,500
May 2012 $7,000 {$8,000) ($1,000)
June 2012 $7,000 ($6,000) $1,000
TOTAL $23,000 ($22,000) $1,000

III. SUMMARY OF THE PLAN OF REORGANIZATION AND TREATMENT
OF CLAIMS AND EQUITY INTERESTS

A, ‘What is the Purpose of the Plan of Reorganization?

As required by the Code, the Plan places claims and equity interests in various
classes and describes the treatment each class will receive, The Plan also states whether
cach class of claims or equity interests is impaired or unimpaired. If the Plan is
confirmed, your recovery will be limited to the amount provided by the Plan.

B. Unclassified Claims

Certain types of claims are automatically entitled to specific treatment under the
Code. They are not considered impaired, and holders of such claims do not vote on the
Plan. They may, however, object if, in their view, their treatment under the Plan does
not comply with that required by the Code. As such, the Plan Proponents have not
placed the following claims in any class:

1. Administrative Expenses

Administrative expenses are costs or expenses of administering the Debtor’s
Chapter 11 case which are allowed under § s07(a)(2) of the Code. Administrative
expenses also include the value of any goods sold to the Debtor in the ordinary course of
business and received within 20 days before the date of the bankruptey petition. The
Code requires that all administrative expenses be paid on the effective date of the Plan,
unless a particular claimant agrees to a different treatment.

The following chart lists the Debtors’ estimated administrative expenses, and
their proposed treatment under the Plan:

Type Estimated Proposed Treatment

Amount Owed
Expenses Arising in the Paid in full on the effective date of the
Ordinary Course of Business | NONE Plan, or according to terms of obligation
After the Petition Date outstanding iflater

Paid in full on the effective date of the
Plan, or according to separate written
agreement, or according to court order if
such fees have not been approved by the
Court on the effective date

The Value of Goods Received
in the Ordinary Course of NONE
Business Within 20 Days
Before the Petition Date

Professional Fees, as $1,500 Counsel to be paid $1,500 annually from
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approved by the Court Plan Cash for the duration of the 60-
month Plan, subject to Court approval of
fees (includes administrative reserve of
approximately $7,500 for future fees) ¢

Clerk’s Office Fees NONE Paid in full on the Effective Date of the
Plan

Other Administrative NONE Paid in full on the Effective Date of the

Expenses Plan

Office of the U.S. Trustee NONE Outstanding Amount to be paid in full on

Fees the Effective Date of the Plan.

2. Priority Tax Claims

Priority tax claims are unsecured income, employment, and other taxes described
by & 507(a}(8) of the Code. Unless the holder of such § 507(a}(8) priority tax claim
agrees otherwise, it must receive the present value of such claim, in regular installments
paid over a period not exceeding 5 years from the order for relief.

The following chart lists the Debtors’ estimated § 507(a)(8) priority tax claims
and their proposed treatment under the Plan:

Description (hame and Estimated | Date of Treatment
type of tax) Amount Assessment
Owed
State of Euphorbia Bureau of | $10,300 2011 The State of Euphorbia
Revenue Services Bureau of Revenue

Services (“Euphorbia
Revenue Services”) shall
have an Allowed
Unsecured Priority Claim
in the Amount of
$10,300, representing the
tax and interest
component of its claim
Jor unpaid sales taxes as
of the Petition Date
(Claim 1), and an allowed
General Unsecured Claim
under Class 11 of the Plan
in the amount of $5,000
representing the penalty
portion of Claim 1.

¥ Counsel reserves the right te petition the Court at the time of discharge for an additional award of accrued,

unpaid fees and expenses then due.
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Interest on the Allowed
Priority Tax Claim will
be paid at the rate of 7%
per annum on the
balance outstanding as
aof the time of each
distribution. The
Allowed Priority Tax
Claim will be paid in full
with interest on or before
March 1, 2017 in five (5)
installments beginning
with the Initial
Distribution. Unsecured
portion of Claim to be
treated under Class 11.
Upon Confirmation, all
other claims of
Euphorbia Revenue
Services shall be
disallowed, and
Euphorbia Revenue
Services’ liens recorded
in the Plumland County
Registry of Deeds in Book
12345, Page 61 and Book
12346, Page 72 will be
avoided in their entirety
as unsecured pursuant to
11 U.S.C. § 506

C. Classes of Claims and Equity Interests

The following are the classes set forth in the Plan, and the proposed treatment

that they will receive under the Plan:

1. Classes of Secured Claims

Allowed Secured Claims are claims secured by property of the Debtors’
bankruptey estates (or that are subject to setoff) to the extent aliowed as secured claims
under § 506 of the Code. If the value of the collateral or setoffs securing the creditor’s
claim is less than the amount of the creditor’s allowed claim, the deficiency will be

classified as a general unsecured claim.

The following chart lists all classes containing Debtors’ secured prepetition

claims and their proposed treatment under the Plan:




AMERICAN BANKRUPTCY INSTITUTE

Class # | Description Insider? | Impair- Treatment
ment
Class1 | Secured Claim of City | No IMPAIRED |} Secured claim to be paid with
of Plum Village, interest at 4.5% per annum
secured by tax lien amortized over 60 months
recorded in the beginning on the 15t day of the
Plumland County month following the Effective Date
Registry of Deeds in and continuing monthly for 60
Bock 12347, Page 1112, months in 60 equal instaliments of
in the original amount $80.94 to be paid to City of Plum
of $4,500. Village directly by the Debtors.
Class 2 | Secured Claim of City | No IMPAIRED [ Secured claim to be paid with
of Plum Village, interest at 4.5% per annum
secured by tax lien amortized over 60 months
recorded in the beginning on the 13t day of the
Plumland County month following the Effective Date
Registry of Deeds in and continuing monthly for 60
Book 12348, Page 81, months in 60 equal installments of
in the original amount $150 to be paid to City of Plum
of $8,500. Village directly by the Debtors.
Class3 | Secured Claim of First | No IMPAIRED | To be paid directly by the Debtors
Savings Bank, Secured pursuant to the terms of the loan
by Mortgage of documents.
Debtors’ real property
located at g5 State
Highway, Plumland,
Euphorbia, by virtue
of mortgage from
Plum & Mustard to
Euphorbia Savings
Bank (later First
Savings Bank by
metrger), dated
February 1, 2000 and
recorded February 2,
2000 in the PCRD in
Book 12222, Page 5
Class 4 | Secured claim of No IMPAIRED | This claim (Claim 2) is allowed in

Clueless Bank,
Secured by Mortgage
of Debtors’ real
property located at 95
State Highway,
Plumland, Euphorbia,
by virtue of Mortgage
from Plum & Mustard
to Clueless Bank,

the full amount as a secured claim.
The mortgage remains on the
residence at 95 State Highway,
Plumland, Euphorbia (the
“Property”}. All payments will
continue to be made in a timely
manner in accordance with the
existing note, and all other
obligations under the note and the
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dated July 1, 2008
recorded July 2, 2008
in the PCRD in Book
12222, Page 12.

mortgage on the Property will be
timely paid and/or performed. All
of the Bank’s rights and remedies
under said mortgage claim and any
related documents are preserved.
BY VIRTUE OF THE ENTRY
OF THE CONFIRMATION
ORDER, AND UPON THE
EFFECTIVE DATE OF THE
PLAN, THIS DERT WILL BE
DEEMED FULLY
REAFFIRMED BY BOTH
DEBTORS in accordance with
11 U.S.C. § 524. IN
ADDITION, THE COVENANTS
AND CONDITIONS
ATTACHED TO THE PLAN AS
EXHIBIT 1 ARE HEREBY
INCORPORATED BY
REFERENCE AS IF SET
FORTH IN FULL AND SHALL
BE DEEMED
INCORPORATED INTO THE
ORDER CONFIRMING THE
PLAN.

Class 5

Secured and
unsecured claims of
Clueless Bank,
partially secured by
Mortgage of Debtors’
real property located
at g5 State Highway,
Plumland, Enphorbia,
by virtue of Mortgage
and Security
Agreement from
Professor M. Plum to
Clueless Bank, dated

July 31, 2000 recorded

August 3, 2009 in the
PCRD Book 15222,
Page 48.

NO

IMPAIRED

The Bank will make an
1111(b) efection with respect to this
claim (Claim 3). Accordingly, the
claim will be allowed in the full
amount {$250,000) as a secured
claim, and the mortgage securing
this claim will remain on the
Property. The treatment of the
claim will be based on a
hypothetical loan as follows, and
the assumed principal amount of
the loan will be as follows:

Interest will continue to
accrue on the full outstanding
balance of this claim {($250,000) at
the rate of 5.5%, and the monthly
payments on this claim will be
$555. The first payment will be
due thirty (3c) days after the
Effective date of the Plan, The
remaining unpaid amount of the
claim will be due and payable in
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full 24 months after the Effective
Date of the Plan (the “Maturity
Date™}. On the Maturity Date, the
entire principal amount of the
claim, all accrued but unpaid
interest, and all other amounts will
be due and payable. IN
ADDITION, THE COVENANTS
AND CONDITIONS
ATTACHED TO THE PLAN AS
EXHIBIT 1 ARE HEREBY
INCORPORATED BY
REFERENCE AS IF SET
FORTH IN FULL AND SHALT,
BE DEEMED
INCORPORATED INTO THE
ORDER CONFIRMING THE
PLAN.

Class 6

Secured and
Unsecured Claims of
Clueless Bank, secured
by Mortgage of
Debtors’ real property
located at 95 State
Highway, Plumland
Euphorbia, by virtue
of Mortgage and
Security Agreement
from Professor M,
Plum 1o Clueless Bank,
dated July 1, 2009
recorded August 1,
2009 in the PCRD
Book 12294, Page 49,

No

IMPAIRED

This claim (Claim 4} will be
allowed in the full amount
($500,000) as an unsecured claim
and will be treated in the manner
provided for general unsecured
claims under the plan.

Class 6 mortgage on Debtors’ real
property located at 95 State
Highway, Plumland, Euphorbia, to
be avoided in its entirety as
unsecured pursuant o 11
U.8.C. § 506 upon entry of the
order confirming the Plan and
all Class 6 claims (including Claim
4) shall be treated as unsecured
pursuant to Class 11 of the Plan.

IN ADDITION, THE
COVENANTS AND
CONDITIONS ATTACHED TO
THE PLAN AS EXHIBIT 1 ARE
HEREBY INCORPORATED BY
REFERENCE AS IF SET
FORTH IN FULL AND SHALL
BE DEEMED
INCORPORATED INTO THE
ORDER CONFIRMING THE
PLAN.
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Class # | Description Insider? | Impair- Treatment
ment
Class7 | Unsecured Claimsof | No IMPAIRED | This claim (Claim 4) will be

Clueless Bank,
previously secured by
Mortgage of Debtors’
real property located
at 95 State Highway,
Plumland, Euphorbia,
by virtue of Mortgage
and Security
Agreement from
Professor M, Plum and
Colonel D, Mustard to
Clueless Bank, dated
July 1, 2009 recorded
August 1, 2009 in the
PCRD Book 12294,
Page 52.

allowed in the full amount
($750,000) as an unsecured claim
and will be treated in the manner
provided for general unsecured
claims under Class 11 of the Plan.
The claim will be reduced by the
net proceeds received by the
Clueless Bank from the disposition
of the real estate previously owned
by MUSTARD PLANT, Inc.
(approximately $500,000, which
would reduce the claim to
approximately $250,000). In
calculating the net proceeds,
Clueless Bank shall be entitled to
deduct any and all costs or
expenses incurred by Clueless Bank
in connection with the
preservation, maintenance, and
disposition of the real estate
(including the amounts paid to the
chapter 7 trustee).

Class 7 mortgage on Debtors' real
property located at g5 State
Highway, Plumland, Euphorbia, to
be avoided in its entirety as
unsecured pursuant to 11
U.S.C. § 506 upon entry of the
order confirming the Plan and
all Class 7 claims {including Claim
4) shall be treated as unsecured
pursuant to Class 11 of the Plan.

IN ADDITION. THE
COVENANTS AND
CONDITIONS ATTACHED TO
THE PLAN AS EXHIBIT 1 ARE
HEREBY INCORPORATED BY
REFERENCE AS IF SET
FORTH IN FULL AND SHAIL
BE DEEMED
INCORPORATED INTO THE
ORDER CONFIRMING THE
PLAN.
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Class # | Description Insider? | Impair- Treatment
ment
Class 8 | Secured claims of the | No IMPAIRED | Upon entry of order confirming the
State of Euphorbia, Plan, all liens of the State of
Bureau of Revenue Euphorbia Bureau of Revenue
Services, previously Services (including the liens
secured by liens recorded in the Plum County
recorded in the Plum Registry of Deeds in Book 11111,
County Registry of Page 14 and Book 11112, Page 24)
Deeds in Book 11111, shall be avoided in their entirety
Page 14 and Book pursuant to 11 U.S.C. § 506. The
11112, Page 24. State of Euphorbia Bureau of
Revenue Services shall have an
Allowed Priority Tax Claim and an
allowed General Unsecured Claim
under Class 11, all as set forth in
Section III B. 2 above and section
4.04 of the Plan.
Class 9 | Secured claims of First | No IMPAIRED | Secured claim (Claim 7) allowed
Savings Bank, secured and to be paid directly by the
by GMC Truck Debiors pursuant to the loan
documents, secured by Truck
Class 10 | Secured claims of LM. | No IMPAIRED | Secured claim (Claim 8) allowed
Bank secured by and to be paid directly by the
Chevrolet Volt Debtors pursuant to the loan
documents, secured by Chevrolet
2, Classes of Priority Unsecured Claims

Certain priority claims that are referred to in §§ 507(a)(1), (4), (5), (6), and (7) of

the Code are required to be placed in classes. The Code requires that each holder of
such a claim receive cash on the effective date of the Plan equal to the allowed amount of
such claim. However, a class of holders of such claims may vote to accept different
treatment.

The following chart lists all classes containing claims under §§ 507(a)(1), (4), (5),

(6), and (7) of the Code and their proposed treatment under the Plan:

Class # | Description Impairment | Treatment
NONE | NONE NONE N/A
3. Class of General Unsecured Claims

General unsecured claims are not secured by property of the estate and are not
entitled to priority under § 507(a} of the Code.
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The following chart identifies the Plan’s proposed treatment of Class 3, which
contains general unsecured claims against the Debtor:

Class # | Description | Impairment | Treatment

Class 11 | General Yes Holders of Allowed Unsecured Claims will receive pro rata
Unsecured distributions from Plan Cash, after payment of Counsel
Claims Fees, and priority claims, once annually for 5 years

beginning twelve months after the Initial Distribution.
Upon completion of each Annual Distribution, Debtors’
counsel shall transmit a disbursement report to the U.S,
Trustee’s Office.

4.

Class of Equity Interest Holders

Equity interest holders are parties who hold an ownership interest (i.e., equity
interest) in the Debtor. In a corporation, entities holding preferred or common stock
are equity interest holders. In a partnership, equity interest holders include both
general and limited partners, In a limited iability company (“LLC"), the equity interest
helders are the members. Finally, with respect to an individual who is a debtor, the
Debtor is the equity interest holder.

The following chart sets forth the Plan’s proposed treatment of class of equity

interest holders:
Class# | Description Impairment | Treatment
Class 12 | Equity interest No Upon entry of the Confirmation Order,
holders: all property of the Debtors’ estates shall

Professor M. Plum and
Colonel D. Mustard

vest in the Debtors, free and clear of all
liens, claims and encumbrances, except
to the extent provided in the Plan.

D.  Means of Implementing the Plan

1.

Source of Payments

Payments and distributions under the Plan will be funded by (1) an initial $4,000
withdrawal from the Debtor's bank account; and (2) future income from the Debtor’s
employment,

2,

Post-confirmation Management

Post-Confirmation, the Debtor’s compensation shall be as follows:
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Name Affiliations | Insider? Position Compensation
Professor M. | Plumland N/A Professor Amount of income and
Plum Academy profits necessary to pay
Secured Creditors and
Colonel D. N/A N/A Homemaker ordinary and necessary
Mustard household expenses as
shown on Exhibit D.

E Risk Factors
The proposed Plan has the following risks:

1. Debtor Professor M. Plum, who is now employed as a wage earner, could
lose his job and/or receive a reduction(s) in salary and/or bonuses.

2, The cost of living could increase sufficiently to make distributions of Plan
Cash unfeasible.
3. The Debtors could encounter unforeseen circumstances that negatively

impact their occupations.

4. The Debtors could fail to refinance the Class 4 and 5 mortgages on their
real estate located at 95 State Highway prior to the Clueless Bank Maturity Date (24
months after the Effective Date of the Plan), making it unfeasible to retain that property
and potentially causing the Plan to fail.

5. Administrative claims could exceed estimated amounts.

F. Executory Contracts and Unexpired Leases

The Plan provides for the assumption of no executory contracts. Assumption

means that the Debtors have elected to continue to perform the obligations under such
contracts and unexpired leases, and to cure defaults of the type that must be cured
under the Code, ifany. Any and all executory contracts of the Debtors will be
rejected under the Plan. Consull your adviser or attorney for more
specific information about particular contracts or leases.

If you ohject to the rejection of your contract or lease, you must file and serve
your objection to the Plan within the deadline for ohjecting to the confirmation of the
Plan.

The Deadline for Filing a Proof of Claim on a Claim Arising from the
Rejection of a Lease or Contract is thirty (3o) days after confirmation of the
Plan, Any claim based on the rejection of a contract or lease will be barred if the proof
of claim is not timely filed, unless the Court orders otherwise.
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G. Tax Consequences of Plan

Creditors and Equity Interest Holders Concerned with How the Plan
May Affect Their Tax Liability Should Consult with Their Own Accountants,
Attorneys, and/Or Advisors. The federal, state and local tax consequences
of the Plan may be complex, and in some cases, uncertain. Such
consequences may also vary based upon the individual circumstances of
each Holder of a Claim or interest. ACCORDINGLY, FACH HOLDER OF A
CLAIM OR INTEREST IS STRONGLY URGED TO CONSULT WITH ITS OWN
TAX ADVISOR REGARDING THE FEDERAL, STATE AND LOCAL TAX
CONSEQUENCES OF THE PLAN. THIS DISCLOSURE STATEMENT MAY
NOT BE RELIED UPON FOR, AND SHALL NOT BE DEEMED TO
CONSTITUTE, ADVICE ON THE TAX OR OTHER LEGAL EFFECTS OF THE
PLAN,

The following are anticipated general tax consequences of the Plan;:

Implementation of the Plan may result in federal income tax consequences to
holders of Allowed Claims. Tax consequences to a particular creditor may depend on the
particular circumstances or facts regarding the ¢laim of the creditor. No tax opinion has
been sought or will be obtained with respect to any tax consequences of the Plan, and
the following disclosure (the “Tax Disclosure”) does not constitute and is not intended to
constitute either a tax opinion or tax advice to any Person. Rather, the Tax Disclosure is
provided for informational purposes only.

Because the Debtors intend to continue business operations, they will receive a
discharge with respect to their outstanding indebtedness, Actual debt cancellation in
excess of the fair market value of the consideration -- stock, cash or other property —
paid in respect of such debt will hereinafter be referred to as a “Debt Discharge
Amount.”

In general, the TRC provides that a taxpayer who realizes a cancellation or
discharge of indebtedness must include the Debt Discharge Amount in its gross income
in the taxable year of discharge. The Debt Discharge Amounts may arise with respect to
Creditors who will receive, in partial satisfaction of their Claims, including any accrued
interest, consideration consisting of or including cash, The Debtor's Diebt Discharge
Amount may be increased to the extent that unsecured Creditors holding unscheduled
claims fail to timely file a Proof of Claim and have their Claims discharged on the
Confirmation Date pursuant to Section 1141 of the Bankruptcy Code. No income from
the discharge of indebtedness is realized to the extent that payment of the Hability being
discharged would have given rise to a deduction.

If a taxpayer is in a case under the Bankruptcy Code and a cancellation of
indebtedness occurs pursvant to a confirmed plan, however, such Debt Discharge
Amount is specifically excluded from gross income (the “Bankruptey Exception™). The
Debtor intends to take the position that the Bankruptey Exception applies to it.
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Accordingly, the Debtor believes it will not be required to include in income any Debt
Discharge Amount as a result of Plan transactions.

Section 108(b) of the IRC, however, requires certain tax attributes of the Debtor
to be reduced by the Debt Discharge Amount excluded from income. Tax altributes are
reduced in the following order of priority: net operating losses and net operating loss
carry-overs; general business credits; minimum tax credits; capital loss carry-overs;
basis of property of the taxpayer; passive activity loss or credit carry-overs; and foreign
tax credit carry-overs. Tax attributes are generally reduced by one dollar for each dollar
excluded from gross income, except that general tax credits, minimum tax credits, and
foreign tax eredits are reduced by 33.3 cents for each dollar excluded from gross income.
An election can be made to alter the order of priority of attribute reduction by first
applying the reduction against depreciable property held by the taxpaver in an amount
not to exceed the aggregate adjusted basis of such property. The Debtor does not
presently intend to make such election. If this decision were to change, the deadline for
making such election is the due date (including extensions) of the Debtor's federal
income tax return for the taxable year in which such debt is discharged pursuant to the
Plan.

The federal tax consequences of the Plan to a hypothetical investor typical of the
holders of claims or interests in this case depend to a large degree on the accounting
method adopted by that hypothetical investor. A “hypothetical investor” in this case is
defined as a general unsecured creditor. In accordance with federal tax law, a holder of
such a claim that uses the acerual method and who has posted its original sale to the
Debtor as income at the time of the product sold or the service provided hypothetically
should adjust any net operating loss to reflect the dividend paid by the Debtor under the
Plan provided that holder previously deducted the liability to the Debtor as a “bad debt”
for federal income tax purposes. Should that holder lack a net operating loss, then in
accordance with federal income tax provisions, the holder should treat the dividend paid
as ordinary income, again provided the holder previously deducted the liability to the
debtor as a “bad debt” for federal income tax purposes. If the accrual basis holder of the
claim did not deduct the liability as a “bad debt” for federal income tax purposes, then
the dividend paid by the Debtor has no current income tax implication. A holder of a
claim that uses a cash method of accounting would, in accordance with federal income
tax laws, treat the dividend as income at the time of receipt.

THE DEBTOR MAKES NO REPRESENTATIONS REGARDING THE
PARTICULAR TAX CONSEQUENCES OF CONFIRMATION AND
CONSUMMATION OF THE PLAN AS TO ANY CREDITOR. EACH PARTY
AFFECTED BY THE PLAN SHOULD CONSULT HER, HIS OR ITS OWN TAX
ADVISORS REGARDING THE SPECIFIC TAX CONSEQUENCES OF THE
PLAN WITH RESPECT TO A CLAIM.
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IV. CONFIRMATION REQUIREMENTS AND PROCEDURES

To be confirmable, the Plan must meet the requirements listed in §§ 1129(a) or
(b) of the Code. These include the requirements that: the Plan must be proposed in
good faith; at least one impaired class of claims must accept the plan, without counting
votes of insiders; the Plan must distribute to each creditor and equity security holder at
least as much as the creditor or equity interest holder would receive in a chapter 7
liquidation case, unless the creditor or equity interest holder votes to accept the Plan;
and the Plan must be feasible. These requirements are not the only requirements listed
in § 1129, and they are not the only requirements for confirmation.

A, ‘Who May Vote or Object

Any party in interest may object to confirmation of the Plan if the party believes
that the requirements for confirmation are not met,

Many parties in interest, however, are not entitled to vote to accept or reject the
Plan. A creditor or equity interest holder has a right to vote for or against the Flan only
if that creditor or equity interest holder has a claim or equity interest that is both (1)
allowed or allowed for voting purposes and (2) impaired.

In this case, the Plan Proponent believes that classes one through eleven are
impaired and that holders of claims in each of those classes are therefore entitled to vote
to accept or reject the Plan. The Plan Proponent believes that class twelve, the Debtors’
class, is unimpaired and the Debtors do not have the right to vote to accept or reject the
Plan.

1. What Is an Allowed Claim or an Allowed Equity Interest?

Only a creditor or equity interest holder with an allowed claim or an allowed
equity interest has the right to vote on the Plan. Generally, a claim or equity interest is
ailowed if either (1) the Debtors have scheduled the claim on the Debtors' schedules,
unless the claim has been scheduled as disputed, contingent, or unliguidated, or (2) the
creditor has filed a proof of claim or equity interest, unless an objection has been filed to
such proof of claim or equity interest. When a claim or equity interest is not allowed,
the creditor or equity interest holder holding the claim or equity interest cannot vote
unless the Court, after notice and hearing, either overrules the objection or allows the
claim or equity interest for voting purposes pursuant to Rule 3018(a) of the Federal
Rules of Bankruptcy Procedure.

The deadline for filing a proof of claim in this ease was May 1, 2012
Jor persons other than governmental units, and is September 1, 2012 for
governmental units. The deadline for filing objections to claims is 9o days
after the Confirmation Date, or 9o days ajfter the applicable claims
deadline, whichever is later.
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2, What I's an Impaired Claim or Impaired Equity Interest?

As noted above, the holder or an allowed claim or equity interest has the right to
vote only if it is in a class that is impaired under the Plan. As provided in § 1124 of the
Code, a class is considered impaired if the Plan alters the legal, equitable, or contractual
rights of the members of that class,

3. Who is Not Entitled to Vote?

The holders of the following five types of claims and equity interests are not
entitled to vote:

+ Holders of claims and equity interests that have been disallowed by an order of
the Court;

» Holders of other claims or equity interests that are not “allowed claims” or
“allowed equity interests” (as discussed above), unless they have heen “allowed”
for voting purposes.

» Holders of claims or equity interests in tnimpaired classes;

» Holders of claims entitled to priority pursuant to §§ 507(a)(z2), (3), and (8) of the
Code; and

+ Holders of claims or equity interests in classes that do not receive or retain any
value under the Plan;

+ Administrative expenses,

4. Who Can Vote in More Than One Class

A creditor whose claim has been allowed in part as a secured claim and in part as
an unsecured claim, or who otherwise hold claims in multiple classes, is entitled to
aceept or reject a Plan in each capacity, and should cast one ballot for each claim,

B. Votes Necessary to Confirm the Plan

A class of claims accepts the Plan if both of the following oceur: (1) the holders of
more than one-half (1/2) of the allowed claims in the class, who vote, cast their votes to
accept the Plan; and (2) the holders of at least two-thirds (2/3) in dollar amount of the
allowed claims in the class, who vote, cast their votes to accept the Plan.

A class of equity interests accepts the Plan if the holders of at least two-thirds
(2/3) in amount of the allowed equity interests in the class, who vote, cast their votes to
accept the Plan.

IMPORTANT NOTICE: IF YOUARE ELIGIBLE TO VOTE AND YOUR
COMPLETED BALLOT IS NOT RECEIVED BY MAJESTIC LAW OFFICE ON

OR BEFORE THE VOTING DEADLINE (SEE SECTION I. B. ABOVE), YOU

WILL BE DEEMED TO HAVE VOTED TO ACCEPT THE PLAN.,
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s

2. Treatment of Nonaccepting Classes

Even if one or more impaired classes reject the Plan, the Court may nonetheless
confirm the Plan if the nonaccepting classes are treated in a manner prescribed by §
1129(b) of the Code. A plan that binds nonaccepting classes is commonly referred to as
a “cram down” plan. The Code allows the Plan to bind nonaccepting classes of claims or
equitly interests if it meets all the requirements for consensual confirmation except the
voting requirements of § 1129(a}(8) of the Code, does not “discriminate unfairly,” and is
“fair and equitable” toward each impaired class that has not voted to accept the Plan.

You should consult your own attorney if a “cramdown” confirmation will
affect your claim or equity interest, as the variations of this general rule
are numerous and complex.

C. Liquidation Analysis

To confirm the Plan, the Court must find that all creditors and equity interest
holders who do not accept the Plan will receive at least as much nnder the Plan as such
claim and equity interest holders would receive in a Chapter 7 liquidation. In this case,
a liquidation of the Debtors’ assets would leave approximately $13,016 and could be
less. Aliquidation analysis is set forth in Section II G and accompanying Exhibit D of
this Disclosure Staternent,

D. Feasibility

The Court must find that confirmation of the Plan is not likely to be followed by
the liquidation, or the need for further financial reorganization, of the Debtors or any
successor to the Debtors, unless such liquidation or reorganization is proposed in the

Plan.
1. Ability to Initially Fund the Plan

The Plan Proponent believes that the Debtors will have enough cash cn hand on
the Effective Date of the Plan to pay all the claims and expenses that are entitled to be
paid on that date.

2, Ability to Make Future Plan Payments and Operate Without
Further Reorganization

The Plan Proponent must also show that it will have enough cash over the life of
the Plan to make the required Plan payments,

The Plan Proponent has provided projected financial information, Those
projections are listed in Exhibit D. The Debtors current wage and other income is as
follows: (1) Professor M. Plum currently earns wages of approximately $50,000
annually, and receives rental income from his cousin in the amount of approximately
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$10,000 annually; and (2) Colonel D. Mustard receives approximately $7,920 annually
from an uncle’s annuity.

The Plan Proponent’s financial projections must show that the Debtors will have
an aggregate annual average net cash flow, after paying operating and living expenses
and post-confirmation taxes, of $5,000 per year for 5 years, The final Plan payment is
expected to be paid 5 years after the Initial Distribution, on or before December 31,
2017.

You Should Consult with Your Accountant or Other Financial
Advisor If You Have Any Questions Pertaining to These Prajections.

V. EFFECT OF CONFIRMATION OF PLAN
A, DISCHARGE OF DEBTOR AND INJUNCTION.

Injunction and Stay. The entry of the Confirmation Order shall constitute an
injunction applicable to all persons, staying and enjoining the enforcement or attempted
enforcement, by any means, against the Debtors, or property of the estate, of all liens,
Claims and debts to be treated under the Plan or discharged as set forth below and in
section 10,02 of the Plan. The Injunction and Stay provided for herein shall survive the
closing of the case, and shall be deemed incorporated in the final decree closing the case,

Discharge. Confirmation of the Plan does not discharge any debt provided for in
the Plan until the court grants a discharge on completion of all payments under the
Plam, or as otherwise provided in § 1141(d)(5) of the Code. The Debtor will not be
discharged from any debt excepted from discharge under § 523 of the Code, except as
provided in Rule 4007(c) of the Federal Rules of Bankruptey Procedure.

B. Modification of Plan

The Plan Proponent may modify the Plan at any time before confirmation of the
Plan. However, the Court may require a new disclosure statement and/or revoting
under the Plan.

C. Final Decree

Upon substantial consummation of the Plan, the Plan Proponent shall file with
the Court a final account in accordance with District of Euphorbia Local Bankruptey
Rule 3022-1, accompanied by a proposed final decree making provisions by way of
injunction and closing the case. The Debtor shall have the continuing obligation to pay
the quarterly fees required by 28 U.5.C. § 1930 until the case is closed, converted or
dismissed.
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Respectfully submitted this 12th day of July, 2012,

By Plan Proponents, And by His Majesty, Esq.,
Debtors Professor M, Plum Debtors’ Counsel:
And Colonel D, Mustard:
/s/ /s/ His Majesty
Professor M. Plum His Majesty, Esq.
Majestic Law Office
/s/ 123 Orchard Street
Colonel D, Mustard Plum Village, Euphorbia 01777

123-456-7890
123-456-0087 (facsimile)
Mr. X@HisMajestyLaw.com
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UNITED STATES BANKRUPTCY COURT

DISTRICT OF EUPHORBIA
IN RE:
PROFESSOR M. PLUM CHAPTER 11
COLONEL D, MUSTARD CASE NO. 12-12345

Debtors

DEBTORS’ P1.AN OF REORGANIZATION
DATED JULY 12, 2012

ARTICLEI
SUMMARY
On February 1, 2012, the Debtors filed a voluntary petition for relief under
Chapter 11 of the United States Bankruptey Code. Since that time, the Debtors have
continued their finances as debtors-in-possession purseant to Section 1107 of the
Bankruptey Code.
This Plan of Reorganization (the “Plan”} under Chapter t1 of the United States
Bankruptey Code, 11 U.S.C. § 101 et seq. (the “Code”™) proposes to pay creditors of

Professor M. Plum and Colonel D. Mustard (the “Debtors™) from plan cash and future

income,

Plan provides for fen (10} classes of secured (or previously secured)

claims: one (1) class of general unsecured claims; and one (1) class of

equily security holders. Unsecured creditors holding allowed claims will
receive distributions, which the proponent of the Plan has valued at
approximmately three quarters of one cent (0.75%) on the dollar, as follow:

(1}  First, upon entry of the Order confirming the Plan, the State of

Euphorbia Bureau of Revenue Services (“Euphorbia Revenue Services™)

425



426

WINTER LEADERSHIP CONFERENCE 2013

shall have an Allowed Unsecured Priority Tax Claim in the Amount of
$10,300, representing the tax and interest component of its claim for
unpaid sales taxes, as of the Petition Date (Claim 1), and an allowed
General Unsecured Claim under Class 11 of the Plan in the amount of
$5,000 representing the penalty portion of Claim 3. The Allowed Priority
Claim will be paid within five (5) years of the Petition Date, on or before
February 1, 2017, with interest at the rate of 7% per annum calculated
based on the outstanding balance at the time of each distribution (with
total interest to be paid over five (5) years expected to be approximately
$2,500 on the Allowed Unsecured Priority Claim only). The Euphorbia
Revenue Services Allowed General Unsecured Claim will be treated along
with all other Allowed General Unsecured Claims under Class 11, as set
Jorth below, with ng interest component. Any and all other claims of
Euphorbia Revenue Services shall be disallowed at confirmation.

(2) Second, within 120 days after the Effective Date of the Plan, the
Debtors shall make an initial distribution (the “Initial Distribution™} in
the amount of $5,000, all of which will be used to pay down Euphorbia
Revenue Services’ Allowed Priority Claim by $4,300 and to pay the first
year’s interest on that claim in the amount of approximately $700. No
other creditors will receive funds from the Initial Distribution;

(3) Third, the Debtors will make five (5) annual pro-raia
distributions (collectively, the “Annual Distributions”), in the amount of
$5,000 each, as follows: (a} $1,500 will be distributed anmually to Debtors’

Counsel for present and future administrative claims, for outstanding
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Sees, and for future Chapter 11 fees (collectively, “Counsel Fees™), subject
te Court approval; 2 (b) Euphorbia Revenue Services will receive, through
the first four Annual Distributions, $1,500 annually on account of its
Allowed Priority Tax Claim, plus interest at the rate of 7% per annum
based on the unpaid balance at the time of each distribution (with interest
payments expecled to equal respectively (i) $600; (i) $500; (iii) $400; and
(iv) $300); and (c) creditors holding Allowed Unsecured Claims are
expected to receive pro rata distributions of the remaining balances
annually for five years, as follows: (i) $1,400 in year one; (ii} $1,500 in
year two; (iii) $1,600 in year three; (iv} $1,700 in year four; and (v) $3,500
in year five.

The First Anrnual Distribution shall be made on or before twelve (12)
months after the Initial Distribution, and the Final Distribution will be
made on or before sixty (60) months qfter the Initial Distribution,
expected to be made on or before December 31, 2017, Upon completion of
the Initial Distribution, and each subsequent Annual Distribution,

Debtor’s counsel shall transmit a disbursement report to the U.S. Trustee’s

Office.?

! The Debtors and thetr undersigned counsel have agreed that any cutstanding Counsel
Fees and future Counsel Fees, all of which are subject to Court approval, will be spread
out over the life of the Plan so that unsecured creditors holding Allowed Unsecured
Claims will receive on account of such claims their pro rata share of each Annual
Distribution,

¥ Counsel reserves the right to petition the Court at the time of discharge Tor an additional award of accrued,
unpaid fees and expenses then due.

* Payments to creditors holding Allowed Secured Claims will be paid as they become due
directly by the Debtors, except as otherwise expressly provided below and in the Plan,
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All creditors and equity security holders should refer to Articles IV through VII of
this Plan for infermation regarding the precise treatment of their claim. A disclosure
statement that provides more detailed information regarding this Plan and the rights of
creditors and equity security holders has been circulated with this Plan, The Debtors
believe that the Plan provides for fair and equitable treatment of all claims and that the
Plan is in the best interests of all ereditors, and parties in interest. Your rights may
be affected. You should read these papers carefully and discuss them with
your attorney, if you have one. (If you do not have an attorney, you may
wish to consult one).

IMPORTANT NOTICE; THE DISCLOSURE STATEMENT THAT
ACCOMPANIES THIS PLAN CONTAINS IMPORTANT INFORMATION
‘WITH RESPECT TO THIS PLAN, INCLUDING, INTER ALIA,
INFORMATION CONCERNING YOUR ELIGIBILITY TO VOTE FOR THIS
PLAN. IFYQUARE ELIGIBLE TO VOTE AND YOUR COMPLETED BALLOT
IS NOT RECEIVED BY MAJESTIC LAW OFFICE ON OR BEFORE THE

VOTING DEADLINE SET FORTH IN THE DISCLOSURE STATEMENT. YOU
WILL BE DEEMED TO HAVE ACCEPTED THIS PLAN.

ARTICLE IT
DEFINITIONS

Definitions and Rules of Construction. The definitions and rules of construction
set forth in §§ 101 and 102 of the Code shall apply when terms defined or construed in
the Code are used in this Plan, and they are supplemented by the following definitions.
Unless the context otherwise requires, the following terms shall have the following
meanings when used in initially capitalized form in this Plan. Such meanings shall be
equally applicable to hoth the singular and plural forms of such terms. Any term used in
initially capitalized form in the Plan that is not defined herein but that is defined in the
Bankruptey Code shall have the meaning ascribed to such term in the Bankruptey Code.

2.1 Administrative Claim shall mean a claim allowable under Section 503(b}
of the Bankruptcy Code with respect to the Debtor, including charges against the
Debtor’s estates under 28 U.8.C, § 1930 and Fee Claims.

2.2 Allowed, with respect to a Claim or Interest, shall mean any Claim or
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Interest (a) that is the subject of a timely filed proof of claim; or (b) any Claim or
Interest that has been listed in the schedules filed with the Bankruptey Court by the
Debtor pursuant to Bankruptey Code Section 521 and is not listed therein as disputed,
unliquidated or contingent, and, in each such case as to which either (i) no objection to
the allowanee thereof or other similar pleading has been filed within the applicable time
period set forth in Article IX of the Plan, or (ii) an objection or other similar pleading
has been filed and the Claim or Interest has been allowed by a Final Order but only to
the extent so allowed; or (¢) with respect to a Fee Claim incurred prior to the
Confirmation Date, a claim that has been allowed by a Final Order of the Bankruptey
Court.

2.3 Allowed Amount shall mean the amount of any Allowed Claim or Allowed
Interest.

2.4  Bankruptey Code shall mean 11 U.8.C. § 101 ef seq., as in effect with
respect to the Cases on the date of filing of this Plan. All Code references herein are to

the Bankruptey Code, unless otherwise stated.

2.5  Bankruptcy Court shall mean the United States Bankruptey Court for the
District of Euphorbia, or any other court with jurisdiction over the Cases.

2.6  Bar Date shall mean, as to Claims held by persons or entities other than
Governmental Units, July 1, 2012, and shall mean, as to Claims held by Governmental
Units, September 1, 2012,

2.7  Case shall mean the chapter 11 case entitfed In re Professor M. Plum and
Colonel D. Mustard, Case No. 12-12345 which is pending in the Bankruptcy Court,

2.8  (Cash shall mean payment, including by check, issued by or on behalf of the
Debtor with respect to any payment required to be paid pursuant to the Plan.

2.9  Claim shall mean a claim, as defined in Bankruptcy Code Section 101(5),
against the Debtor,

2,10 Confirmation Date shall mean the date on which the Confirmation Order
is entered on the docket of the Bankruptey Court.

2,11 Confirmation Order shall mean the Order {(which need not be a Final
Order) confirming the Plan pursuant to Bankruptcy Code Section 1129.

2.2 [Effective Date shall mean the date determined in accordance with Article
IX of the Plan.

2.13 Encumbrances shall mean all liens, encumbrances, mortgages,
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hypothecations, pledges, and security interests of any kind whatsoever.

2.14 Executory Contract shall mean an executery contract within the meaning
of 11 U.8.C. § 365,

2.15 Fee Claim shall mean the Administrative Claim of a professional person
for compensation and/or reimbursement of expenses, and shall include Counsel Fees
(as defined in Section I above),

2,16 Final Order shall mean an order or judgment of any court, administrative
agency or other tribunal as entered on its docket as to which (a} the time to appeal or
petition for rehearing or certiorari has expired and as to which no appeal or motion for
rehearing or petition for certiorari has been timely filed or taken, (b) if such an appeal or
motion for rehearing or petition for certiorari has been timely filed or taken, such order
ot judgment has been affirmed by the highest tribunal in which review was sought or
such appeal, motion for rehearing or petition for certiorari was dismissed or otherwise
terminated without modification of such order or judgment, and the time has expired
within which any further proceeding for review may be commenced.

2.17 Initial Distribution shall mean the amount of $5,000.00 to be made within
12¢ days after the Effective Date,

2.18 Order shall mean an order of the Bankruptey Court.

2.19 Petition Date shall mean February 1, 2012.

2.20 Plan shall mean this Plan of Reorganization, as it may be amended or
modified by the Debtors from time to time, together with all exhibits, schedules and
other attachments hereto, as the same may be amended or modified by the Debtors
from time to time, all of which are incorporated herein by reference,

2.21  Plan Cagh shall be an amount of cash equal to $30,000 (Including the
Initial Distribution).

2.22  Priority Claim shall mean an Unsecured Claim arising before the Petition
Date and entitled to priority under Section 507(a)(2) through 507(a)(9) of the
Bankruptey Code.

2.23 Post-petition Bar Date shall mean the date that is sixty (60) days following
the Confirmation Date.

z.24 Secured Claim shall mean a claim that is secured by a perfected (or
similarly binding) Encumbrance on the assets of the Debtors, to the extent provided in

11 U.5.C. § 506.
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2.25 Unexpired Lease shall mean a lease that has not expired or terminated
within the meaning 11 U.5.C. § 365.

2.26 Unsecured Claim shall mean a Claim which arose before the Petition Date
and which is not secured by any interest in any asset in the Debtors’ estate, and shall
include a Claim which arises from the rejection of an Executory Contract or Unexpired
Lease, within the meaning of Section 365 of the Bankruptey Code.

ARTICLE III
CLASSIFICATION OF CLATMS AND INTERESTS

3.01 Classi. Sectired Claim of City of Plum Village, secured by tax lien recorded
in the Plumland County Registry of Deeds in Book 12347, Page 1112,
in the original amount of $4,500.

3.02 Class 2. Secured Claim of City of Plum Village, secured by tax lien recorded
in the Plumland County Registry of Deeds in Book 12348, Page 81,
in the original amount of $8,500.

3.03 Class 3 Secured Claim of First Savings Bank, Secured by Mortgage of
Debtors’ real property located at 95 State Highway, Plumland,
Euphorbia, by virtue of mortgage from Plum & Mustard to
Euphorbia Savings Bank (later First Savings Bank by merger),
dated February 1, 2000 and recorded February 2, 2000 in the
PCRD in Book 12222, Page 5

3.04 Class4q. Secured claim of Clueless Bank, Secured by Mortgage of Debtors’
real property located at 95 State Highway, Plumland, Euphorbia, by
virtue of Mortgage from Plum & Mustard to Clueless Bank, dated
July 1, 2008 recorded July 2, 2008 in the PCRD in Book 12222,

Page 12.
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3.05 Classg. Secured and unsecured claims of Clueless Bank, partially secured
by Mortgage of Debtors’ real property located at 95 State Highway,
Plumland, Euphorbia, by virtue of Mortgage and Security
Agreement from Professor M. Plum to Clueless Bank, dated July 31,
2009 recorded August 3, 2009 in the PCRD Book 15222, Page 48.

3.06 (Class 6. Secured and Unsecured Claims of Clueless Bank, secured by
Mortgage of Debtors’ real property located at 95 State Highway,
Plumland Euphorbia, by virtue of Mortgage and Security
Agreement from Professor M. Plum to Clueless Bank, dated July 1,
2009 recorded Aungust 1, 2009 in the PCRD Book 12294, Page 49.

3.07 Class 7. Unsecured Claims of Clueless Bank, previously secured by
Mortgage of Debtors’ real property located at 95 State Highway,
Plumland, Euphorbia, by virtue of Mortgage and Security
Agreement from Professor M. Plum and Colonel D. Mustard to
Clueless Bank, dated July 1, 2009 recorded August 1, 200¢ in the
PCRD Book 12294, Page 52.

3.08 Class 8. Secured claims of the State of Euphorbia, Bureau of Revenue
Services, previously secured by liens recorded in the Plum County

Registry of Deeds in Book 11111, Page 14 and Book 11112, Page 24,

3.00 (lassq. Secured claims of First Savings Bank, secured by GMC Truck
3.10 C(lass10. Secured claims of I.M. Bank secured by Chevrolet Volt
311 Class 1, All unsecured claims allowed under § 502 of the Code. Class 11

shall consist of all Allowed Unsecured Claims, but except as

otherwise stated in this Plan, this Class shall not include {i) Claims
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included in another class; or (i) unclassified Claims whose
treatment is specified in Article IV of the Plan.
312 Class12, The interests of the individual Debtors in property of the estate.
ARTICLE IV

TREATMENT OF ADMINISTRATIVE EXPENSE CIAIMS
U.S. TRUSTEE’S FEES, AND PRIORITY TAX CLATMS

4.01  Unclassified Claims. Under Code section 1123(a)(1), administrative
expense claims and priority tax claims are not in classes,

4.02  Administrative Expense Claims. Each holder of an administrative
expense claim allowed under § 503 of the Code will be paid in full on the Effective Date
of this Plan (as defined in Article VII), in cash, or upon such other terms as may be
agreed by the holder of the claim and the Debtors. Counsel to the Debtors shall be paid
Counsel Fees as an administrative expense claim from the Initial Distribution and from
Plan Cash, subject to Court order(s) approving such fees, as specified in Article T above.

4.03 Priority Claims. Except as otherwise agreed by the Debtor and the holder
of an Allowed Priority Claim, the holder of an Allowed Priority Claim, except for a claim
entitled to Priority pursuant to 11 U.S.C. § 507(a}(8), shall be paid in full upon the later
of the Effective Date and the date which is fifteen (15) days after the date upon which
such Priority Claim becomes an Allowed Priority Claim. To the Debtors’ knowledge,
there are no non-tax Allowed Priority Claims in this case.

4.04 Priority Tax Claims. Upon entry of order confirming the Plan, all liens of
the State of Euphorbia Bureau of Revenue Services (including the liens recorded in the
Plum County Registry of Deeds in Book 11111, Page 14 and Book 11112, Page 24) shall be

avoided in their entirety pursuant to 11 U.S.C. § 506. The State of Euphorbia Bureau of
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Revenue Serviees shall have an Allowed Priority Tax Claim and an allowed General

Unsecured Claim under Class 11.

4.05 United States Trustee Fees. All fees required to be paid by 28 U.S.C. §

1930(a)(6) (U.S. Trustee Fees) will accrue and be timely paid until the case is closed,

dismissed, or converted to another chapter of the Code. Any U.S. Trustee Fees owed on

or before the Effective Date of this Plan will be paid on the Effective Date.

ARTICLEV
TREATMENT QF CIATMS AND INTERESTS UNDER THE PLAN

Claims and interests shall be treated as follows under this Plan:

5.01
Class # | Description Insider? | Impair- Treatment
ment
Class1 | Secured Claim of City | No IMPAIRED | Secured claim to be paid with
of Plum Village, interest at 4.5% per annum
secured by tax lien amortized over 60 months
recorded in the beginning on the 18t day of the
Plumland County month following the Effective Date
Registry of Deeds in and continuing monthly for 60
Book 12347, Page 1112, months in 60 equal installments of
in the original amount $80.94 to be paid to City of Plum
of $4,500. Village directly by the Debtors.
Class2 | Secured Claim of City | No IMPAIRED | Secured claim to be paid with
of Plum Village, interest at 4.5% per annum
secured by tax lien amortized over 60 months
recorded in the beginning on the 15 day of the
Plumland County month following the Effective Date
Registry of Deeds in and continuing monthly for 60
Book 12348, Page 81, months in 60 equal installments of
in the original amount $150 to be paid to City of Plum
of $8,500. Village directly by the Debtors.
Class3 | Secured Claim of First | No IMPAIRED | To be paid directly by the Debtors

Savings Bank, Secured
by Mortgage of
Debtors’ real property
located at g5 State
Highway, Plumland,
Euphorbia, by virtue
of mortgage from
Plum & Mustard to
Euphorbia Savings

pursuant to the terms of the loan
documents.
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Bank (later First
Savings Bank by
merger), dated
February 1, 2000 and
recorded February 2,
2000 in the PCRD in
Book 12222, Page 5

Class 4

Secured claim of
Clueless Bank,
Secured by Mortgage
of Debtors’ real
property located at 95
State Highway,
Plumland, Euphorbia,
by virtue of Mortgage
from Plum & Mustard
to Clueless Bank,
dated July 1, 2008
recorded July 2, 2008
in the PCRD in Book
12222, Page 12,

No

IMPAIRED

This claim (Claim 2) is allowed in
the full amount as a secured claim.
The mortgage remains on the
residence at 95 State Highway,
Plumland, Euphorbia (the
“Property™). All payments will
continue to be made in a timely
manner in accordance with the
existing note, and all other
obligations under the note and the
mortgage on the Property will be
timely paid and/or performed. All
of the Bank’s rights and remedies
under said mortgage claim and any
related documents are preserved,
BY VIRTUE OF THE ENTRY
OF THE CONFIRMATION
ORDER, AND UPON THE
EFFECTIVE DATE OF THE
PLAN, THIS DEBT WILL BE
DEEMED FULLY
REAFFIRMED BY BOTH
DEBTORS in accordance with
11 U.S.C. § 524. IN
ADDITION, THE COVENANTS
AND CONDITIONS
ATTACHED TO THE PLAN AS
EXHIBIT 1 ARE HEREBY
INCORPORATED BY
REFERENCE AS ITF SET
FORTH IN FULL AND SHALL
BE DEEMED
INCORPORATED INTQ THE
ORDER CONFIRMING THE
PLAN.

Class 5

Secured and
unsecured claims of
Clueless Bank,
partially secured by
Mortgage of Debtors’

NO

IMPAIRED

The Bank will make an
1111(b) election with respect to this
claim (Claim 3). Accordingly, the
claim will be allowed in the full
amount {$250,000) as a secured
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real property located
at o5 State Highway,
Plumland, Euphorbia,
by virtue of Mortgage
and Security
Agreement from
Professor M. Plum to
Clueless Bank, dated
July 31, 2009 recorded
August 3, 2009 in the
PCRD Book 15222,
Page 48.

claim, and the mortgage securing
this claim will remain on the
Property. The treatment of the
claim will be based ¢n a
hypothetical loan as follows, and
the assumed principal amount of
the loan will be as follows:

Interest will continue to
accrue on the full outstanding
balance of this claim ($250,000) at
the rate of 5,5%, and the monthly
payments on this claim will be
$555. The first payment will be
due thirty (30) days after the
Effective date of the Plan. The
remaining unpaid amount of the
claim will be due and payable in
full 24 months after the Effective
Date of the Plan (the “Maturity
Date”). On the Maturity Date, the
entire principal amount of the
claim, all accrued but unpaid
interest, and all other amounts will
be due and payable. IN
ADDITION, THE COVENANTS
AND CONDITIONS
ATTACHED TO THE P1.AN AS
EXHIBIT 1 ARE HEREBY
INCORPORATED BY
REFERENCE AS IF SET
FORTH IN FULL AND SHAILL
BE DEEMED
INCORPORATED INTO THE
ORDER CONFIRMING THE
PLAN.
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Class 6 | Secured and No IMPAIRED | This claim (Claim 4) will be
Unsecured Claims of allowed in the full amount
Clueless Bank, secured ($500,000) as an unsecured claim
by Mortgage of and will be treated in the manner
Debtors’ real property provided for general unsecured
located at o5 State claims under the plan,

Highway, Plumland
Euphorbia, by virtue Class 6 mortgage on Debtors’ real
of Mortgage and property located at g5 State
Security Agreement Highway, Plumland, Euphorbia, to
from Professor M. be avoided in its entirety as
Plum to Clueless Banlk, unsecured pursuant to 11
dated July 1, 2009 U.S.C. § 506 upon entry of the
recorded August 1, order confirming the Plan and
2000 in the PCRD all Class 6 claims (including Claim
Book 12294, Page 49. 4) shall be treated as unsecured
pursuant to Class 11 of the Plan.
IN ADDITION, THE
COVENANTS AND
CONDITIONS ATTACHED TO
THE PLAN AS EXHIBIT 1 ARE
HEREBY INCORPORATED BY
REFERENCE AS IF SET
FORTH IN FULL AND SHALL
BE DEEMED
INCORPORATED INTO THE
ORDER CONFIRMING THE
PLAN.
Class # | Description Insider? | Impair- Treatment
ment

Class7 | Unsecured Claims of { No IMPAIRED | This claim (Claim 4) will be
Clueless Bank, allowed in the full amount
previously secured by ($750,000) as an unsecured claim
Mortgage of Debtors’ and will be treated in the manner
real property located provided for general unsecured
at 95 State Highway, claims under Class 11 of the Plan.
Plumland, Euphorbia, The claim will be reduced by the
by virtue of Mortgage net proceeds received by the
and Security Clueless Bank from the disposition

Agreement from
Professor M. Plum and
Colonel D. Mustard to
Clueless Bank, dated
July 1, 2000 recorded
August 1, 20009 in the
PCRI) Book 12294,
Page 52.

of the real estate previously owned
by MUSTARD PLANT, Inc.
(approximately $500,000, which
would reduce the claim to
approximately $250,000). In
caleulating the net proceeds,
Clueless Bank shall be entitled to
deduct any and all costs or
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expenses incurred by Clueless Bank
in connection with the
preservation, maintenance, and
disposition of the real estate
{including the amounts paid to the
chapter 7 trustee).

Class 7 mortgage on Debtors’ real
property located at 95 State
Highway, Plumland, Euphorbia, to
be avoided in its entirety as
unsecured pursuant to 11
U.S.C. § 306 upon entry of the
order confirming the Plan and
all Class 7 claims (including Claim
4) shall be treated as unsecured
pursuant to Class 11 of the Plan,

IN ADDITION, THE
COVENANTS AND
CONDITIONS ATTACHED TO
THE PLAN AS EXHIBIT 1 ARE
HEREBY INCORPORATED BY
REFERENCE AS IF SET
FORTH IN FULLAND SHALL
BE DEEMED

INCORPORATED INTO THF,
ORDER CONFIRMING THE
PLAN.
Class # | Description Insider? | Impair- Treatment
ment
Class 8 | Secured claims of the | No IMPAIRED | Upon entry of order confirming the

State of Euphorbia,
Bureau of Revenue
Services, previously
secured by liens
recorded in the Plum
County Registry of
Deeds in Book 11111,
Page 14 and Bock
11112, Page 24.

Plan, all liens of the State of
Euphorbia Bureau of Revenue
Services (including the liens
recorded in the Plum County
Registry of Deeds in Book 11111,
Page 14 and Book 11112, Page 24)
shall be avoided in their entirety
pursuant to 11 U.8.C. § 506. The
State of Euphorbia Bureau of
Revenue Services shall have an
Allowed Priority Tax Claim and an
allowed General Unsecured Claim
under Class 11, all as set forth in
Section III B. 2 above and section
4.04 of the Plan.
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Class ¢ | Secured claims of First | No IMPAIRED | Secured claim {(Claim ) allowed
Savings Bank, secured and to be paid directly by the
by GMC Truck Debtors pursuant to the loan
docnments, secured by Truck
Class 10 | Secured claims of LM, | No IMPAIRED | Secured claim (Claim 8) allowed
Bank secured by and to be paid directly by the
Chevrolet Volt Debtors pursuant to the loan
documents, secured by Chevrolet
Class 11 | General Unsecured No IMPAIRED | Holders of Allowed Unsecured
Claims Claims will receive pro rata
distributions from Plan Cash, after
payment of Counsel Fees, and
priority claims, once annually for 5
years beginning twelve months
after the Initial Distribution. Upon
completion of each Annual
Distribution, Debtors’ counsel shall
transmit a disbursement report to
the U.S. Trustee’s Office.
Class 12 | Equity interest Yes IMPAIRED | Upon entry of the Confirmation
holders: Order, all property of the Debtors’
Professor M. Plum and estates shall vest in the Debtors,
Colonel D. Mustard free and clear of all liens, ¢laims
and encumbrances, except to the
extent provided in the Plan.
ARTICLE VI

6.01

ALLOWANCE AND DISALLOWANCE OF CLATMS

Disputed Claim. A disputed claim is a claim that has not been allowed or

disallowed, and as to which either: (i} a proof of claim has been filed or deemed filed,

and the Debtor or another party in interest have filed an objection; or (ii) no proof of

claim has been filed, and the Debtors have scheduled such claim as disputed,

contingent, or unliquidated.

6.02

Delay of Distribution on a Disputed Claim. No distribution will be made

on account of a disputed claim unless such claim is an Allowed Claim.
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6.03 Settlement of Disputed Claims. The Debtor will have the power and
authority to settle and compromise a disputed claim with court approval and
compliance with Rule 9019 of the Federal Rules of Bankruptey Procedure,

6.04 Claims Subject to Allowance. Notwithstanding any other provision of the
Plan, no distribution shall be made on account of any Claim until such Claim is Allowed.

6.05 Prepetition Claim and Amendments. Each Claim as to which a proof of
claim was required to be filed on or before the Bar Date and as to which a proof of claim
was not filed on or before the Bar Date shall not under any circumstances become an

Allowed Claim.

6.06 Objections to Prepetition Claims and Interests. Claims and Interests that

arose prior to the Petition Date, and which have not been scheduled by the Debtor as
contingent, unliquidated or disputed, or as to which a valid proof of claim or interest has
been filed on or before the Bar Date, shall be allowed in full, unless an objection to such
Claim or Interest is filed on or before ninety (9o) days after the Confirmation Date or
such other date as is provided by Order of the Bankruptcy Court upon motion of the
Debtors. Claims that have been objected to and not allowed shall have no right to vote
with respect to the aceeptance or rejection of this Plan, except as otherwise ordered by
the Court. Notwithstanding the foregoing, the claims of Clueless Bank (Classes Four,
Five and Six} are hereby allowed and shall not be subject to any objection.

6.07 Bar Date and Objections With Respect 1o Post-Petition Claims. Any Claim
entitled to priority under Bankruptey Code Section 507(a)(1) arising before the
Confirmation Date and still outstanding 60 days thereafter shall be forever barred
unless it is the subject of a proof of claim (or, in the case of a Fee Claim, an application

for compensation) filed with the Bankruptey Court on or before the Post-petition Bar
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Date. Any Claim that is the subject of such a proof of ctaim (or application for
compensation) shall be Allowed in full unless an objection thereto is filed within 30 days
after the Post-petition Bar Date or such other date as is provided by Order upon motion
of the Debtor, except that Fee Claims shall be Allowed only by Order of the Bankruptey
Court.

ARTICLE VII
PROVISIONS FOR EXECUTORY CONTRACTS AND UNEXPIRED LEASES

7.01 Assumed Executory Contracts and Unexpired Leases.

{a)  The Plan provides for the assumption of no executory contracts.
Assumption means that the Debtors have elected to continue to perform the obligations

under such contracts and unexpired leases, and to cure defaults of the type that must be
cured under the Code, if any. Any and all executory contracts of the Debtors
will be rejected under the Plan, Consult your adviser or attorney for more
specific information about particular contracts or leases.

If you object to the rejection of your contract or lease, you must file and serve
your objection to the Plan within the deadline for objecting to the confirmation of the
Plan.

The Deadline for Filing a Proof of Claim on a Claim Arising from the
Rejection of a Lease or Contract is thirty (30) days after confirmation of the
Plan, Any claim based on the rejection of a contract or lease will be barred if the proof
of claim is not timely filed, nnless the Court orders otherwise.

(b)  The Debtors will be conclusively deemed to have rejected all
executory contracts and/or unexpired leases not expressly assumed under section
7.01{a) above, or before the date of the order confirming this Plan, upon the
Confirmation Date. A proof of claim arising from the rejection of an executory contract
or unexpired lease under this section must be filed no later than thirty (30) days after

the Confirmation Date.

ARTICLE VIII
MEANS FOR EXECUTION OF THE PLAN: MERGER

8.1 The funds necessary for the Debtors to execute and implement the Plan
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will come from the following sources: (a) income generated from Debtors’ employment
before and after the Confirmation Date; (b} assumption or rejection of certain contract
and lease obligations; {¢) proceeds of causes of action and claims which the Debtors may
elect to bring for recovery pursuant to state law and/or Sections 506, 544, 547, 548, 549,
and 550 of the Bankruptcy Code (but the Debtors are not hereby undertaking any duty
or obligation to any party to bring any such action or ¢laim, and no such action or claim
is being hereby waived or released by the Debtors); (d) proceeds from the sale of any
property for which this Plan provides for the sale; () rentals from any property for
which this Plan provides for the rental; and {f) any other funds generated or received by
the Debtors and not allocated or paid pursuant to this Plan that may become available.
8.2 Onthe Effective Date, all assets of the Debtors, including, without
timitation, all property of the Debtors’ estates, and any tangible or intangible property,
shall vest in Debtors, free and clear of all Liens and/or Claims of creditors pursuant to 11

U.S.C. § 1141(b) except as set forth in this Plan.

ARTICLE IX
GENERAL PROVISIONS

9.01 Effective Date of Plan, The effective date of this Plan is the fifteenth
calendar day following the entry of the order of confirmation. But if a stay of the
confirmation order is in effect on that date, the effective date will be the first business
day after that date on which no stay of the confirmation order is in effect, provided that
the confirmation order has not been vacated.

9.02 Severability. If any provision in this Plan is determined to be
unenforceable, the determination will in no way limit or affect the enforceability and

operative effect of any other provision of this Plan.
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9.03 Captions. The headings contained in this Plan are for convenience of
reference only and do not affect the meaning or interpretation of this Plan.

9.04 Controlling Effect. Unless a rule of law or procedure is supplied by federal
law (including the Code or the Federal Rules of Bankruptcy Procedure), the laws of the
State of Euphorbia govern this Plan and any agreements, documents, and instruments
executed in connection with this Plan, except as otherwise provided in this Plan.

9.05 Legally Binding Effect. The provisions of the Plan shall bind all holders of
Claims and Interests, whether or not they accept the Plan.

9.06 Means of Cash Payment. Cash payments made pursuant to the Plan will

be in United States funds, by the means agreed to by the Debtors and the respective
holders of Allowed Claims, including by check or wire transfer or, in the absence of an
agreement, such commercially reasonable manner as the Debtor shall reasonably
determine.

9.07 Deliverv of Distributions. Except as otherwise provided in this Plan,
distributions and deliveries to holders of Allowed Claims will be made by the Debtors (i)
at the addresses reflected in the proofs of claim filed by the holders of Allowed Claims
(or at the last known address of such Holder if no proof of claim or motion requesting
payment is filed, or if the Debtors have been notified in writing of a change of address);
(ii} at the addresses set forth in any written notice of address changes delivered to the
Debtors after the date of any related proof of claim; or (jii) at the addresses reflected in
the schedules filed by the Debtors if no proof of claim has been filed and the Debtors
have not received a written notice of change of address.

9.08 Undeliverable Distributions. If payment or Distribution to any Holder of

an Allowed Claim under the Plan is not deliverable at any of the addresses set forth in
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the preceding paragraph and/or is returned to the Debtors for lack of a current address
for the Holder or otherwise, the Holder shall have one hundred twenty (120) days after
the check issuance date to notify the Debtors in writing of the Holder’s then current
address. In the event that the Debtors have not received written notice of such address
change from the Holder within one hundred twenty {120) days after the check issuance
date, the Debtors shall void the returned check or payment, and shall be relieved of any
obligation to make any further payments or distributions ctherwise due to the Holder,
all of which payments or distributions shall be forever forfeited by the Holder. All
payments or distributions so forfeited shall thereafter be distributed in future scheduled
distributions to the remaining Holders in the appropriate Class or Classes, and the
Allowed Claims of the Holder whose check was returned shall be deemed satisfied to the

same extent as if payment or distribution had been made to the Holder whose check was

returned, and all Claims of the Holder whose check was returned (including Claims to

such distributions) shall be discharged and forever barred. In the event payments or
distributions from the Final Distribution are returned to the Debtors and forfeited
pursuant to the provisions of this paragraph, all funds so forfeited shall be returned to
and retained by the Debtors as their sole and exclusive property.

9.09 Time Bar to Cash Payments. Checks issued by the Debtors in respect of
distributions to Holders of Allowed Claims pursuant to this Plan shall be null and void if
not cashed within one hundred twenty (120) days of the date of their issuance. Requests
for reissuance of any check must be made in writing to the Debtors by the Holder of the
Allowed Claim with respect to which the original check was issued, within one hundred
eighty (180) days after the date of issuance of the original check. If no request for

reissuance is received by the Debtors within one hundred eighty (180} days after the
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date of issuance of the original check, all claims in respect of void checks will be
discharged and forever barred, and the funds remaining from such void checks shall be
forever forfeited by the Holders of Allowed Claims whose checks were voided. All funds
so forfeited shall thereafter be distributed in future scheduled distributions to the
Holders of Allowed Claims pursuant to the terms of this Plan. In the events that (1)
checks issued for the Final Distribution are not cashed within 120 days after the date of
issuance; and (2) no request in writing for reissuance of such check(s) is received by the
Debtors within one hundred eighty (180) days after the check issuance date; then, such
check(s) shall also be voided by the Debtors and the funds remaining shall be returned
to and retained by the Debtors as their sole and exclusive property.

9.10 De Minimis Distributions. “De Minimis Distributions” shall refer to any
distribution where the amount due to the creditor for such distribution is less than
$10.00. No De Minimis Distributions will be made by the Debtors to any Holder of
Allowed Claims unless and until such Holder makes a request in writing to the Debtors
to make such De Minimis Distributions. At the time of any distribution under this Plan,
the Debtors shall have the discretion for purposes of administrative efficiency to pay
Holders of Allowed Claims whose total projected future distributions equal $100 or less,
in a single distribution equal to the amount of all projected future distributions that
would otherwise be due to such Holders, in full satisfaction of all of such Holders’
Allowed Claims.

9.11  No Interest on Claims, Unless otherwise specifically provided for in this
Plan, the Confirmation Order, or a postpetition agreement in writing between the
Debtors and a Holder of a Claim and approved by the Bankruptcy Court, postpetition

interest shall not accrue or be paid on any Claim, and no Holder of a Claim shall be
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entitled to interest aceruing on or after the Petition Date on any Claim, whether such
Claim is an Allowed Claim or a Disputed Claim.

9.12 Disputed Claims Reserve. At the time of each distribution for which
Disputed Claitns exist, the Debtors shall maintain a reserve (the “Disputed Claims
Reserve”) equal to 100% of the distribution to which Holders of Disputed Claims would
be entitled under the Plan if such Disputed Claims were then Allowed Claims, or such
lesser amount as required by a Final Qrder. The Holder of a Disputed Claim that
becomes an Allowed Claim shall receive distributions of Cash from the Disputed Claims
Reserve as soon as practical following the date on which such Disputed Claim becomes
an Allowed Claim pursuant to a Final Order. Such distributions shall be made in
accordance with the Plan based upon distributions that would have been made to such
Holder(s) under the Plan if the Digputed Claim had been an Allowed Claim on the
Effective Date. No Holder of a Disputed Claim shall have any claim against the
Disputed Claims Reserve, with respect to such Claim, unless and until such Disputed
Claim shall become an Allowed Claim. If at the time of the Final Distribution funds
remain in the Disputed Claims Reserve because one or more Disputed Claims has not
become an Allowed Claim(s) as of the date the Final Distribution is due to be made
under the terms of this Plan, the funds so remaining shall be distributed as part of the
Final Distribution to the Holders of Allowed Claims.

9.13 Modification of Confirmed Plan. After the Confirmation Date, the Debtors
may modify the Plan under Section 1127 of the Bankruptey Code and may remedy any
defect or omission or reconcile any inconsistency in the Plan or in the Confirmation

Order in such manner as may be necessary or appropriate to carry out the purposes and
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intent of the Plan, so long as the interests of holders of Claims and Interests are not
materially and adversely affected thereby.

9.14 Substantial Consummation. For purposes of Section 1101(2), the Plan
shall be deemed to have been substantially consummated when all of the following
conditions have been satisfied: (a) the Effective Date has occurred, (b) all payments and
conveyances required to be made on or prior to the Effective Date with respect to Claims
then or theretofore Allowed have been made, (¢} all documents required to be executed
and delivered on or prior to the Effective Date with respect to Claims then or theretofore
Allowed have been executed and delivered, and (d) all the requirements of 11 U.8.C. §
1101(2} have been satisfied.

9.15 Closing of Case. The Debtors shall file with the Bankruptey Court a final
accounting in accordance with D. Euphorbia. LBR 3022-1, accompanied by a proposed
final decree making provisions by way of injunction and closing the case. The Debtors
shall seek to close the case following completion of the Initial Distribution, with the case
to be re~opened upon completion of all Distributions for the issuance of the Debtors’

discharge.

9.16 Dates. Whenever the Plan requires the Debtors or any other entity to

make a distribution or take some other action on a particular date, such action shall be
taken on the required date unless parties-in-interest agree otherwise.

9.17  Property of the Debtors. Upon entry of the Confirmation Order, all
property of the Debtors’ estates shall vest in the Debtors, free and clear of all liens,

claims and encumbrances, except to the extent otherwise provided in the Plan.
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9.18 Retained Jurisdiction. To the maximum extent permitted by applicable

law, the Bankruptey Court shall retain jurisdiction over the Case after the Confirmation

Date for the following purposes:

(a)  to consider and approve any amendment, modification or correction of the
Plan, subject to the restrictions set forth in Bankruptcy Code Section 1127 and any
modification of the Confirmation Order;

() tohear and determine all Fee Claims and all objections filed by the
Debtors with respect to Claims other than Fee Claims;

{c)  tohear and determine all adversary proceedings, contested matters, or
other actions commenced in the Bankruptey Court by the Debtors against any party and
pertaining to any matter, including, without limitation, proceedings for recovery of
assets or avoidance of obligations or liens under Sections 544, 545, 546, 547, 548, 549,
550, and 553 of the Bankruptey Code, proceedings relating to the assumption or
rejection of Executory Contracts and Unexpired Leases, and proceedings relating to the
enforcement by any creditor of any remedy against the Debtors;

(&}  tohear and determine any disputes arising under the Plan, its
implementation and the execution of any necessary documents thereunder;

{e)  to grant extensions of any deadlines set forth in the Confirmation Order as
may be appropriate;

(f}  toenforce all injunctions and stays granted under this Plan or the
Bankruptey Code, and to enforce the discharge provisions of the Bankruptcy Code and
the Plan; and

(g) to makesuch Orders as are necessary and appropriate to carry out and
implement the provisions of the Plan.

ARTICLE X
INJUNCTION, STAY AND DISCHARGE

10.01 Injunction and Stay. The entry of the Confirmation Order shall constitute
an injunction applicable to all persons, staying and enjeining the enforcement or
attempted enforcement, by any means, against the Debtors, or property of the estate, of

all liens, Claims and debts to be treated under this Plan or discharged pursuant to
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section 10.02 below. The Injunction and Stay provided for herein shall survive the

closing of the case, and shall be deemed incorporated in the final decree closing the case.

10.02 Discharge, Confirmation of this Plan does not discharge any debt
provided for in this Plan until the court grants a discharge on completion of all
payments under this Plan, or as otherwise provided in § 1141(d)(5) of the Code. The
Debtors will not be discharged from any debt excepted from discharge under § 523 of
the Code, except as provided in Rule 4007(c) of the Federal Rules of Bankruptey
Procedure. Upon issuance of the Discharge, except as expressly provided in the Plan
(and except as provided in the Plan and the covenants and conditions attached to the
Plan as Exhibit 1 and incorporated herein by reference), the Debtors shall, as of the date
of such Discharge, have the full benefit of the discharge provided by Section 1141(d) of
the Bankruptey Code. Without limiting the generality of the foregoing (and except as
provided in the Plan and the covenants and conditions attached to the Plan as Exhibit 1
and incorporated herein by reference), the Debtors shall be permanently released and
discharged from all liens, Claims, Encumbrances, and debts that arose before the
Confirmation Date whether or not any such lien, Claim, Encumbrance, or debt has been
scheduled by the Debtors, a proof of claim has been filed or deemed filed, any such

Claim is Allowed, or the holder of any such Claim has accepted the Plan.
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Respectfully submitted this 12 day of July, 2012,

By Plan Proponents, And by His Majesty, Esq.,
Debtors Professor M. Plum Debtors’ Counsel:
And Colonel D. Mustard:
/s/ /s/ His Majesty
Professor M. Plum His Majesty, Esq.
Majestic Law Office
yi74 123 Orchard Street
Colonel D. Mustard Plum Village, Euphorbia 01777

123-456-7890
123-456-0087 (facsimile}
Mr. X@HisMajestyLaw.com
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KEY DIFFERENCES BETWELN INDIVIDUAL CHAPTER 11 CASES AND CHAPTER 13

CASES'

Revised and amended by Thomas J. Raftery, Esq. and further updated on October 2, 2013

by Jennifer Rood, Esgq.

{CAUTION: Most of the statutes cited in the PDF version of this document link to
Cornell University law School, Legal Information Institute’s presentation of the U.S.
Code. It is incumbent upon the reader to make sure that the information there is up to
date. This document is also not intended to give legal advice, rather to point cut areas
where there are significant differences between chapter 11 and Chapter 13 and encourage
you to do the research. This document does not list every instance of difference; those
you must ascertain for yourself,)

gl

Debt amounts,

None. However, see § 101(51D) for
definition of a small business debtor which
may affect the timing of events in your case.
(The current dollar amount to determine
whether a debtor is a small business debtor is
$2,343,300 or less).

Not eligible if the amount of secured and
unsecured debt exceeds certain limits. §
109 (The dollar amounts change every
three years with the last change having
taken effect on April 1, 2010, § 104(a).
The current dollar lintits are unsecured
debts less than $360,475 and secured
debts less than $1,081,400

Fees i ol i i
Filing Fees $1,213 (as of May 1, 2013) $281 {as of May 1, 2013)
Trustee’s None unless trustee appointed. If appointed, | Up to 10% of plan payments made by the
Compensation compensation based on “commission” set by | trustee, 28 USC § 386 (e} 1)(B)(1).

Code §§ 326(a), 330(a}7).
UJST Fees Minimum $375 per quarter; increases as None.

disbursements increase.
Attorney’s Fees Depends on complexity: $15,000 to $2,500 to $4,500 (if fee apps filed)

$25,000+

Committee Fees

Committee authorized to employ attorney
and other professionals af estate’s expense,
Code §§ 330(a). 503(b)(2), 1103{a). Small
business debtors may ask that no committee
be appointed.

No committess, no fees.

Employment of
Professionals

Debtor must obtain Court approval to
employ or pay counsel or other professionals
Code §§§ 327, 328, 329,

Application to employ not required, Fee
application required only if fees exceed
standard level varies by jurisdiction.

! Adapted and updated from materials originally prepared by the Honorable Michael 5. McManus, E.D. Cal,
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Prepetition
Counseling

All individual debtors must go through credit
counseling prior to filing a prepetition. Code§

109 (b)(1)

All individual debtors must go
throngh credit counseling priot to
filing a prepetition. Code§ 109
(by1)

Prepetition Tax
Returns

If requested by the UST, court, or party in
interest, federal income tax returns for the 3
years prior to the petition and unfiled when the
case was commenced must be filed with the

court. Code § 521 (D(2), (gX2).

Same requirement,

Plus, no later than 7 days before
the first date set for the creditors’
meeting, a chapter 13 debtor must
provide the trustee, and any
creditor making a timely request,
with a copy of the federal income
tax return or transeript for the most
recent prepetition tax year for
which a refurn was required. Code
§ 521 {e); Rule 4002(b)(3) & (4),
Plus, Code§ 1308(a) requires that
all delinquent tax returns due for
tax periods ending during the 4-
year period priorto the filing of the
petition be filed with the
appropriate tax entity no later than
the day before the first scheduled
date for the meeting of creditors.

Statements &
Schedules

Code §521 {a)(1) requires all debtors to file a
list of creditors, schedule of assets and
liabilities, schedule of current income and
current expenditures, statement of financial
affairs, Code § 342 (b) certificate (only if debts
are primarily consumer debts), copies of
employer payment advices, statement of
menthly net income, and statement of
reasonably anticipated increases in income or
expenditures.

Same requirement.

But, in chapter 13 cases, if these
documents are not filed within 45
days of the filing of the petition,
the case is “automatically”
dismissed on the 46™ day. Code §
521 (1). Not 50 in chapter 11 cases.
Not so in chapter 11 cases.

Use, Sale, Lease
of Property

Code § 363 applies. Application to use cash
collateral required to continue revolving lending
agreement. Court approval requirad to sefl

property.

Code § 363 applies. Cash collateral
applications are rarely required due
to small size of cases and
expedited plan confirmaticn.

Many jurisdictions have local rules
relative to incurring debt for new
vehicles during the plan.
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Disclosure Statement

If the debtor is not a small business debtor,
the plan must be accompanied by a
disclosure statement. It must be approved as
including “adequate information™ necessary
for a “hypothetical investor” to make an
informed judgment about the plan before
acceptances to the plan are solicited. Code §
11235. In Central District of California, the
form plan and disclosure statement should be
used (and certain judges have individual
forms}. In a small business case, the court
may permit a combined plan and disclosure
statement; or use of a form disclosure
statement, The court may also conditionally
approve the disclosure statement, subject to
final approval at the confirmation hearing,
Code § 1125(f): Rules 3016(b), 3017.1.

None required.

Financial Reports

Code § 308 requires small business debtors
to report their current and recent financial
status, profitability, cash flow projections,
comparisons of actual and projected receipts
and disbursements, compliance with the
postpetition requirements imposed by the
Bankiuptey Code and the Bankruptey Rules,
filing of tax returns, and payment of all
administrative expenses and taxes. To a
degree, this information is included in the
monthly operating reparts required by the
Office of the United States Trustee.

Section 308 dees not apply in
chapter 13 cases.

Some jurisdictions require
monthly reporting by chapter 13
debtots engaged in business.
Chapter 13 Debtors do not have
to comply with UST Operating
Guidelines,

Disposable Income

Official Form 22B must be filed. Rule
1007(b)5). This form is much less detailed
than Official Form 22C, Means test
deductions required by Code § 1325(b)(3)
are not applicable in a chapter i 1.

Official Form 22C must be filed.

Rule 1007{(b)(6).

Property of the Estate

All property is included in the bankruptey
estate. Code § 541(a). The estate includes
property acquired after the petition is filed as
well as an individual debtor’s earnings from
services. Code § 1115(a) and (b).

Same requirement.
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| Chapter 13

Plan and When it
Must Be Filed

usiness case, only the debtor
may propose a plan in the first 180 days of
the case. Thereafter, any party may file a
plan. All plans must be proposed by the
300™ day. Code §1121 (e). In all other cases
without trustees, only the debtor may file
the plan in the first 120 days. If filed, the
debtor has untif the 180" day to solicit
acceptances of the plan. If a trustee is
appointed and no plan is filed in the first
120 days, or if the debtor fails to obtain the
acceptance of the plan by the 180™ day, any
party in interest may propose a plan Code §
1121(a), {c), & {d). These time periods can
be extended for up to |8 months after
petition date (to file a plan) and 20 months
after petition date (for acceptances).

R . -
Only the debtor may propose a

plan. §1321. It must be filed within

14 days of the filing of the petition.

Rule 3015(b).
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CHAPTER 13,

Earliest
Confirmation Date

Priority Debt

A meeting of creditors may occur no earlier
than 21 days and no later than 40 days after
the order for relief, Rule 2003(a). However,
nothing in chapter ! lrequires that the meeting
occur or be completed prior to confirmation,
If the debtor sclicited prepetition accepiances
to a “prepackaged” plan, the court may even
dispense with the meeting Code § 341 (e). 28
days” notice of a hearing on disclosure
statement and deadline to object to disclosure
statement and 28 days’ notice of a
confirmation hearing and deadline to object
to confirmation must be given. (Total
process = 60 to 90 days). Rule 2002(b).

If a small business debtor files & plan with the
petition, if conditional approval is given to
the disclosure statement on the 1st day of the
case, and if objections may be raised at the
confirmation hearing, the hearing could take
place as early as the 28th day. Code § 1129(e)
requires that the plan of a small business
debtor be confirmed no later than 45 days
after the plan is filed.

Must be paid in full. Code §_1129(a)(9). Tax
priority claims may be paid in instaliments.
If so, interest must be paid, the installments
must be regular, and be over a period ending
not later than 5 years after the order for relief.
Code § 1129(a)(9)C}. Nontax priority claims
must be paid on the effective date unless the
class accepts deferred cash payments, When
paid deferred cash payments, interest must be
paid. Code § 1129(a)(9XB) Debtor must be
current on all post-pefition domestic support
obligations in order to confirm plan. Code §

1129{a)(14).

A megting of creditors may ocour ne earlier
than 21 days and no later than 50 days after the
order for relief. Rule 2003(a).

Parties must receive 21 days’ notice of the
meeting. Rule 2002(a)(1}. 28 days’ notice of a
confirmation hearing and deadline to object to
confirmation must be given. Rule 2002(b).
Confirmation hearing may take place no earlier
than 21 days and no later than 45 after mecting
of creditors. Code § 1324(b} Assuming: notice
of the meeting served on the first day of the
case; a meeting on the 21st day; notice of the
confirmation hearing served on 14th day; and
objections raised at the confirmation hearing,
confirmation couid vccur as early as the 40th
day

Must be paid in full, but if the plan has a term
of 5 years and provides for the payment of all

disposable income to creditors, the plan may
provide for less than full payment of a domestic
support obligation assigned to, owed directly
to, or recoverable by, a gevernmental unit,
Code §§ 507(a)(13(B), 1322(a)(4). Code §
1322(a)(2) does not require that interest be paid
on priority claims when they are paid in

installments. No restrictions on the debtor’s
ability to pay over the length of the plan.
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CHAPTER 11 :

Voting

Creditors with impaired claims may vote, A
elass of claims accepts the plan when 1/2 in
number and 2/3 in amecunt of the claims
voting accept the plan. Code §§ 1124, 1126,

1129(a)(8).

Creditors may not vote.

Absolute Priorty
Rule

If at least one impaired class of claims
accepts the plan, it may be confirmed over the
rejection of a class of unsecured claims if all
claim holders in the rejecting class will be
paid in full, or if no holder of 2 ¢laim or
interest junior fo the rejecting class will
receive or retain anything on account of such
claim or interest. Code § 1129(b}1{BXD-
(il). Code § 1129(b)(2)(B)(ii) carves out an

exception to the absolute priority rule
permitting individual chapter 11 debtors to
retain postpetition earnings except to the
extent necessary to pay postpetition domestic
support obligations.

Because creditors may not vote, there is no
absolute priority rule.

Best Interests

Unless the claim holder makes an election
under code § 1111(b}, a chapter 11 plan must
provide o each holder of a elaim in an
impaired class not less than the present value
of the amount that would be paid on such
claim if the estate were liquidated under

chapter 7. Code § 1129(a)(7).

A chapter 13 plan must provide to each allowed
unsecured claim not less than the present value
of the amount that would be paid on such claim
if the estate were liquidated under chapter 7,

Code § 1325(a)}{4).
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Best Efforts

Home Mortgages

If the holder of an allowed unsecured claim
objects to confirmation, the plan must either
pay unsecured claims in fisll, or the value of
the property distributed under the plan must
be no less than the projected disposable
income of the debtor. Code § 1129(a)(15).

If the holder of an .allowed unsecured claim or
the trustee objects to confirmation, the plan
must either pay the unsecured claims in full, or
all projected disposable income must be applied
to make payments to unsecured creditors. Code
§ 1325(b)(1). Disposable income praojected over

Disposable income must be projected over
the longer of the 5-year period following the
first plan payment, or the entire period the
plan provides for payments. Code §
1129(a)}(18). To project disposable income,
the debtor’s actual expenses, provided they
are reasonably necessary for the maintenance
or livelihood of the debtor, are deducted from
current monthly income. The “presumed
expenses” deducted from current monthly
income under code § 1325(a)(3} are not
applicable. Code §§ 11290} 154B) &
1325(b)(2).

The plan may provide for the cure of any
arrears on a home mortgage. Code §
1123(a)(5)(G), (b) & (d). -“Curing” a default
is distinct from modification of a claim. In re
Lennington, 288 B.R. 802 (Bankr C.D. I,
2003}, Unmatured, unaccelerated claims
secured onty by the debter’s home cannot be
modified. Code § 1123(b}(5). The exception
to the anti-modification rule in chapter 13,
Code § 1322(c), is not applicable in chapter
11. As a result, it does not appear that a
matured or accelerated home loan can be
extended unless such is permitted by

applicable nonbankruptcy law.

3 years must be devoted to the payment of
unsecured creditors if the debtor’s annualized
current menthly income is less than median
family income. If it is more, the commitment
period increases to 5 years. §§ 1322(d),
1325(bHDY(B) & (b¥4). The method of
projecting disposable income hinges on
whether the debtor’s annualized current

monthly income is greater than median family
income. If greater, the expenses deductible
from debtor, current monthly income are
[imited by the presumed expenses used in the

means test. Code § 707(b)(2), 1325(a)(3}. If

fess than or equal to median family income,

acfual expenses that are reasonably necessary
for the maintenance or livelihood of the debtor
are deductible from current monthly income as
under code § 1129{z}(15}{8). Code §
1325(b)(Z}.

The plan may provide for the cure of any
arrears on a home mortgage. Code §
1322(b)}(3). Unmatured, unaccelerated claims
secured only by the debtor’s home cannot be
modified. Code § 1322(b)(2). Section 1322(c)
permits chapter 13 debtors to cure defaults

under a home mortgage unless and until the
home is sold at a foreclosure sale. Also,
notwithstanding the maturity of a home loan,
the plan may provide for payment of the home
loan through the plan pursuant to Code §

[325(a5)(8).
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T GRAPTER 3

Other Secured
Claims

Unlike chapter 13, nothing in chapter 11
prevents an individual debtor from stripping
down an undersecured claim into its secured
and unsecured parts, and treating each part as
a separate and distinct claim. Code §
L129(b){(1)(A)}. Periodic payments to secured
creditors need not be in equal installments,
But see secured tax claims below.

Plan may not bifurcate certain undersecured
claims into secured and unsecured constituent
parts. Code § 1325{a)(5). This prohibition
extends to claims secured by purchase money
debt incurred within 910 days of the petition
and secured by motoer vehicles acquired for the
personal use of the debtor or incurred during
the 1-year period preceding the petition and
secured by any other thing at value. If a secured
claim is being paid through the plan in periodic
payments, “such payments shall be in equeal

installments.” Code § 1325(a)(S)(BXiii}T).

Secured Tax
Claims

Secured tax claims that would otherwise be
priority tax claims under code § S07(a)(8)
were they not secured must be paid regular
installments over a period ending 5 years
after the order for relief and “in a manner not
less favorable than the most favored
nanpriority unsecured claim provided for by

the plan.” Code § 1129(a)(9)(D).

No similar limitations.

Long Term Debt

There is no limitation on the maximum
duration of & chapter 11 plan. Consequentty,
it is possible to provide in the plan for the
‘conversion of short-term debt to long-term

to a discharge until the “completion of all
payments under the plan.” Code §

1141 {dY(SHA). Second, if an unsecured
creditor objects, Code § 1129(a}{15)(B)
requires an individual chapter 11 debtor to
commit all projected disposable income
“during the period for which the plan
provides payments.”

debt. However, unless court orders otherwise,
an individual chapter | 1 debtor is not entitled

The only debt that may be treated as long-term
debt is a debt that matures after the completion
of the plan and is not modified by the chapter
13 plan. {Cure permissible.) Provided a chapter
13 plan seeks only to cure an arrearage, long-
term debt may continue beyond the length of

the plan. Code § 1322(b)(3) & (5).
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Minimum Length

There is no mandatory minimum chapter 11
plan length. However, if the holder of an
allowed unsecuted claim objects to a plan
that does not pay unsecured claims in full,
“the value of the property distributed under
the plan [must be] not less than the projected
disposable income of the debtor (as defined
in § 1325(b}(2)} to be received during the 5-
year period beginning on the dale that the
first payment is due under the plan, or during
the period for which the plan provides
payments, whichever is longer.” Code §

1128()(15)B).

There is no mandatory minimum chapter 13
plan length. But if the plan does not provide for
payment of unsecured claims in full and if the

frustee or an unsecured credifor objects, the
plan must run 3 to 5 years depending on
whether annualized current monthly income

exceeds state median family income. Code§§

1322(d), 1325{b)}{ 4 A)(i).

Maximurn Length

Pre-Confirmation

Chapter 11 does not limit the fength of
chapter 11 plans. However, if an unsecured
creditor objects, Bankruptey Code §
1129(a){15)B) requires-an individual chapter
11 debtor to commit all projected disposable
income for 5 years or, if longer, “during the
period for which the plan provides
payments.” Also, unless the court orders
otherwise, no discharge will be issued until
the “completion of all payments under the

plan.” Code § 1141(d){5){(A).

Only the proponent of the plan may medify it
prior to confirmation. Bankruptey Code §

1127(a).

Absent good cause, a plan cannot require
payments for more than 3 years if annualized
current monthly income is less than the state
median family income. Cede § 1322(d)(2). If
there is good cause to exceed 3 years, the plan’s
length may not exceed 5 years. Code §
1322(d)(1)C). If annualized current monthly
income is equal te cr more than median family
income, a chapter [3 plan may not require
payments for more than 5 years. Code §

1322(dy(1}.

Only the debtor may modify the plan prior to
confirmation. Code § 1323(a}).

Post-Confirmation

If the debtor is an individual, after
confirmation of the plan, and whether or not
the plan has been substantially consummated,
the debtor, any trustee, the United States
Trustee, or the holder of an unsecured claim
may propose a modification. This right ends
when the plan payments have been
completed. Code § 1121(e).

After confirmation, the debtor, the trystee, or
the holder of an unsecured claim may propose a
modification. This right ends when the plan
payments have been completed. Code §

1329(a).
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Timing
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After completion of plzﬁi payments Code §
1141 (d)(5)A). But the court may order
otherwise.

i)ayments.

Code § 1328(a)

Domestic Support

Individual chapter 11 debtor with a “domestic

Debtor with a “domestic support

an individual debtor to request a hardship
discharge.

Obligations support obligation™ is not required to certify obligation™ also must cerfify that he or
currency on all required payments in she is current on all required payments
connection with plan confirmation. Code before the discharge will be entered.
§1129 (a)(14), Cade § 1328(a).

Financial Individual chapter 11 debtor is required to Debfor must complete a firancial

Management take couise to obtain discharge. Code § 1141 | management course. Code § 1328(g).

Course (d)(3) which references Code § 727(a). Sce
Code §727(a¥11).

Hardship After confirmation but before completion of | After confirmation but before

Discharge plan payments, Code § 1141 (d)(S)(B) permits | completion of plan payments, Code §

[328(b) permits an individual debtor to
request a hardship discharge.

Suaper Discharge

Not available.

Available but watered down. May
discharge a debt for willful and
malicious injury, see Code § 523(a)(6),
as well as domestic nonsupport
obligaticns, see Code § 523(a)(15).
But Code §1328(a)(4) excepts for
restifution or damages awarded in a
civil action against the debtor as a
result of “willful or malicious injury”
that caused personal injury or death,

| Consequences
Small Business
Debtor Exception
to Automatic Stay

Waetis Unsuccesstal 7 7

The automatic stay does not apply to cases
fifed by a small business debtor if the debtor
was a debtor in an earlier small business, case
that remains pending, or it was previously a
debtor in a small business that was dismissed
or had a plan confirmed within the 2 years
preceding the latest petition. Also, an entity
that acquires substantially all of the assets of a
small business having a petition dismissed or
plan confirmed in the preceding 2 years
cannot acquire the antornatic stay in its own
bankruptey case petition unless it proves by a
preponderance of the evidence that the
acquisition was not for the purpose of evading

Code § 362(n).

N(;thmg similar in éhapter 13.




AMERICAN BANKRUPTCY INSTITUTE

Case Pending in If an individual was a debtor in a prior case If an individual was a debtor in a prior case
Prior Years under chapter 7, 11, or 13, if that prior under chapter 7, 11, or 13, if that prior petition
petition was dismissed, and if the prior was dismissed, and if the prior petition was

petition was pending within 1 year of the new | pending within 1 year of the new petition, the
petition, the automatic stay with respect to a | antomatic stay with respect to a debt, property
debt, property securing such debt, or any securing such debt, or any lease terminates as to
lease terminates as o the debtor (but not the the debtor (but not the estate) on the 30th day
estate) on the 30th day after the filing of new | after the filing of new case. However, Code §
case, However, Code § 362(c}(3) does not 362(c){3) does not apply if the new case was

apply if the new case was filed under a filed under a chapter other than chapter 7 after
chapter other than chapter 7 after the prior the prior case was dismissed pursuant to secticn
case was dismissed pursuant to Code § 707(b). Code § 362(c)(3)(B) permits any party
707(b). Code § 362(c)}(3}B) permits any in interest to file a motion to extend the stay as
party in interest to file a motion to extend the | to all or some creditors. Such a request must be
stay as to all or some creditors, Sucha made with notice and a hearing and must be
request must be made with notice and a made within 30 days of the filing of the

hearing and must be made within 30 days of | petition.
the filing of the petition.

More than One When an individual debtor has filed two or When an individual debtor has filed two or

Case Pending in more prior cases that were pending during the | more prior cases that were pending during the

Prior Years previous year, but were dismissed, the previous year, but were dismissed, the
automatic stay never goes into effect. Once automatic stay never goes into effect. Once
apain, there is an exception for a case again, there is an exception for a case “refiled”
“refiled” under code § 707(b). A party in under code § 707(b). A party in interest may

interest may request that the court impose the | request that the court impose the automatic stay
automatic stay despite the filing and dismissal | despite the filing and dismissal of multiple

of multiple prior petitions. Code § prior petitions. Code § 362(c)(4}(B). Such a
362(c){4)(B). Such a request must be made request must be made with notice and a hearing
with notice and a hearing and must be made | and must be made within 30 days of the filing
within 30 days of the filing of the petition. of the petition,

Taxes § 1398 of the Internal Revenue Code treats § 1398 is not applicable to chapter 13,
the chapter 11 estate as a separate taxable
entity for the debtor. Promptly after filing the
chapter 11, the debtor must obtain an
employer identification number (EIN), And
the debtor (or trustee, if one has been
appointed) must file a tax return for the
bankruptey estate. (IRC §6012(a)(9),
$6012(b)(4N
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U.S. Department of Justice

Office of the United States Trustee
District of New Hampshire

1000 Elm Street, Suite 605
Manchester, New Hampshire 03101
(603) 666-7908

(603) 666-7913 (FAX)

Operating Guidelines (Short Form) And Reporting
Requirements For Chapter 11 Cases

Introduction

Section 586(a)(3) of Title 28 of the United States Code provides that the United States
Trustee shall supervise the administration of chapter 11 cases within the region for which
such United States Trustee is appointed. Pursuant to that section, the United States Trustee
for Region I, which is comprised of the judicial districts of the states of Massachusetts, New
Hampshire, Rhode Island, and Maine, has promulgated the following requirements for
debtors-in-possession and appointed trustees in chapter 11 cases.

Rule 9034 of the Federal Rules of Bankruptcy Procedures (“FRBP”) requires that the United
States Trustee be kept apprised of all matters pertaining to the case at all times. This includes
ensuring that the United States Trustee is served with copies of all papers filed in the case.

Unless specifically directed otherwise, communications to or documents to be served upon
the United States Trustee should be directed to the attention of the Assistant United States
Trustee for the debtor’s district, whose name and address are as follows:

Geraldine Karonis, Esq.
Assistant United States Trustee
Office of the United States Trustee
1000 Elm Street, Suite 605
Manchester, NH 03101
Tel: (603) 666-7908 Fax: (603) 666-7913
email - Geraldine.L.Karonis@usdoj.gov

All certifications, reports, documents, and any other papers required by the Office of the
United States Trustee (“OUST”) which are to be signed by the debtor must be signed by the
debtor or an authorized individual of the debtor. Failure of the debtor or authorized
individual to sign, or signing by any other party, including debtor’s counsel, will render the
document incomplete. Joint debtors may file one set of operating reports each month, but
both debtors must sign every report.

Timely compliance with each of the following requirements is mandatory. Failure to comply
with any requirement may result in the United States Trustee or other parties moving to
dismiss or to convert a case, for the appointment of a trustee or examiner, or the imposition of
other sanctions.

Page 1 of 12
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Any requests for modification of any of these requirements must be made in writing and
approved in writing by the Office of the United States Trustee.

1L Guidelines and Requirements

A. General Requirements

1.

The debtor is required to comply in all respects with the Bankruptcy Code, the
Bankruptcy Rules, and the Local Rules of the Bankruptcy Court.

Notices and copies of pleadings must be sent to the United States Trustee as
required by FRBP 9034. As stated on page 1, these notices and copies of
pleadings should be sent to the attention of the Assistant United States Trustee
for the debtor’s district.

The debtor must pay all obligations arising after the filing of the petition
(“post-petition”) in full when due. Post-petition obligations include but are
not limited to:

General business expenses

Wages

FICA taxes (employees’ and employer’s share)
Federal, state, and local withholding taxes

All other taxes

oo o

The debtor may not, however, pay any professionals, such as attorneys,
accountants, or appraisers, without the approval of the United States
Bankruptcy Court (“Court”), even though these may constitute general
expenses which arise post-petition. Judicial approval of employment of such
professionals must be obtained prior to the rendering of any services by such
persons to the debtor. Copies of all applications for employment or compen-
sation of professionals must be served upon the United States Trustee.

The debtor may not pay pre-petition obligations except as allowed by the
Bankruptcy Code or order of the Court. Additionally, no assets may be sold
or disposed of, other than in the ordinary course of business, except as
allowed by and upon compliance with §363 of the Bankruptcy Code and the
Bankruptcy Rules governing sales.

The debtor shall file all federal, state, and local tax returns when due, or shall

obtain an extension of time from the appropriate taxing authority, unless
otherwise provided by the Bankruptcy Code or by order of the Court.

Page 2 of 12



B.

AMERICAN BANKRUPTCY INSTITUTE

Bank Account Requirements

1.

All pre-petition bank accounts over which the debtor has possession, custody,
control, ownership, or access must be closed immediately upon the filing of
the chapter 11 petition. All funds must be deposited into approved Debtor-in-
Possession Bank Accounts. The debtor must maintain debtor-in-possession
bank account(s) at an approved depository. See Attachment 1 for Approved
Depositories. The debtor shall open an Operating Account, and if applicable
a Payroll Account and/or Tax Account.

a. Operating Account - All funds received by the chapter 11 debtor
shall be deposited into this account. Under no circumstances may a
debtor engage in cash or any other transactions that do not pass
through this account.

b. Payroll Account - At the time payroll is due to be paid, an amount
equal to net payroll should be transferred from the Operating Account
to this account, from which payroll is to be made. Payroll accounts
are only required if the debtor has 10 employees or more, or if the
United States Trustee specifically requires such an account in a
chapter 11 case having less than 10 employees.

c. Tax Account - As tax liabilities accrue sufficient funds to cover these
liabilities must be transferred from the Operating Account to the Tax
Account. Tax liabilities must be timely paid in the manner specified
by the appropriate taxing authorities.

In addition, if the debtor uses cash collateral, separate cash collateral accounts
must be established and maintained pursuant to 11 U.S.C. §363(c)(4).

The debtor must ensure that the depository imprints the name of the debtor,
the designation “Debtor-in-Possession,” and the case number on all checks.

The signature cards for the new bank accounts shall clearly indicate that the
debtorisa “Chapter 11 Debtor-in-Possession.” Immediately upon receipt, the
debtor shall provide to the Office of the United States Trustee copies of the
final statements for closed accounts and a voided copy of the first check from
each debtor-in-possession account.

The debtor shall deposit all receipts and make all disbursements through these
accounts. After the opening of the initial debtor-in-possession accounts, no
additional debtor-in-possession bank accounts or any other bank accounts
shall be opened by or on behalf of the debtor during the pendency of the
chapter 11 proceedings without the prior authorization of the United States
Trustee and/or the Court. Any funds in excess of those required for current
operations should be maintained in either an interest-bearing account, or other
investments as permitted by 11 U.S.C. §345(a).

If an authorized depository refuses to comply with the United States Trustee
Program guidelines, the United States Trustee shall notify the debtor. Upon
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notice, the debtor must move the accounts to another authorized depository
within a reasonable time; such reasonable time shall not exceed 30 days.

If a trustee is appointed to succeed a debtor-in-possession, the trustee may
continue previously opened debtor-in-possession accounts, but must ensure
that the accounts and checks reflect the trustee’s name and title along with the
name of the debtor and the case number.

Insurance Requirements

1.

Taxes

All debtors must maintain insurance and make all insurance premium
payments when due. Further, the United States Trustee must receive
independent verification from the debtor’s insurance carrier that the United
States Trustee will be notified of any change, cancellation, or non-renewal of
each policy. The loss/payee beneficiary must be changed to add the debtor’s
name followed by the designation, “Debtor-in-Possession.” Affirmations that
insurance coverage remain current must be submitted with every monthly
operating report.

Unless the United States Trustee directs otherwise, the debtor shall maintain
at least the following insurance coverages:

a. If the debtor has tangible assets susceptible to casualty loss (fire,
weather, theft, vandalism, etc.), casualty insurance must be maintained
at an amount at least equal to the replacement value of the property;

b. If the debtor has employees, workers’ compensation insurance and
unemployment insurance must be maintained;

c. If the debtor conducts business operations, general liability and, if
appropriate, product liability insurance must be maintained;

d. Any other insurance customary in the debtor’s business

Upon expiration, termination, or renewal of any coverage, the debtor shall
immediately provide the United States Trustee with adequate proof of renewal
or replacement coverage.

Pre-petition

a. Any pre-petition tax return due, but not filed, as of the date of the
petition for which there is any tax due, must be filed with the
appropriate taxing authority. It is the responsibility of the debtor to
ascertain whether there are such unfiled returns and, as appropriate, to
amend schedules to reflect all pre-petition tax liabilities.
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Post-petition

a. All post-petition taxes required to be paid and all post-petition tax
returns required to be filed by the laws of the United States or any
other state or political subdivision thereof, must be paid and filed by
the debtor in a timely manner as required by the respective taxing
authorities.

b. The debtor is required to complete MOR-4 (SCHEDULE OF POST-
PETITION TAXES) which details on a monthly basis all tax
liabilities accrued and paid. As stated on MOR-4, the debtor is
required to attach copies of receipted IRS Form 6123, or similar
deposit receipt from any other taxing authority. The debtor is also
required to attach copies of all tax returns filed during the reporting
period.

Initial Debtor Conference

1.

The debtor and counsel for the debtor (or substitute counsel with knowledge
of the proceeding) must attend an initial debtor conference as soon as
practicable after the filing of the petition or the appointment of the trustee.
The designated principal(s) most familiar with the debtor’s financial affairs
must attend the initial meeting. The Office of the United States Trustee
schedules these meetings approximately ten working days after the filing of
the petition.

The purpose of the initial debtor conference is to afford the United States
Trustee an early opportunity to ascertain the nature and status of the
proceeding, to establish the financial reporting requirements appropriate for
the case, and to answer questions pertaining to these requirements.

At the time of the initial debtor conference the debtor should provide the
completed Information For Initial Debtor Conference (Attachment 2).

The United States Trustee may request copies of federal income tax returns
(including all schedules and attachments), personal property tax returns
(including all schedules and attachments), and financial statements.

Books and Records

1.

The books and records of the debtor must be closed as of the petition filing
date. The debtor must open a new set of books and records, and must provide
separate accounting with respect to pre-petition and post-petition accounts and
transactions.

List of Creditors, Schedules, and Statement of Financial Affairs

1.

The debtor must comply with 11 U.S.C. §521(1) and FRBP 1007. These rules
require the debtor to file schedules and a statement of financial affairs with the
Clerk of the United States Bankruptcy Court. A copy of the schedules and
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statements must be sent to the United States Trustee. A complete list of all
creditors and their addresses should be set forth in Schedules D, E, and F.

The debtor is required to file a separate list with the petition containing the
names, addresses, and amounts of claims of the 20 largest unsecured creditors
(FRBP 1007(d)). This list should not contain the names of creditors who are
“insiders”, as that term is defined in Section 101(31) of the Bankruptcy Code.

In addition, the debtor must file a list of all equity security holders of the
debtor including the name, address, number, and kind of interest held by each
holder.

Failure to file all required schedules and statement of financial affairs within
15 days of the petition filing date or failure to obtain an extension of time
from the United States Bankruptcy Court may result in the filing of a motion
to dismiss or to convert the case, or, in the alternative, the appointment of a
trustee or examiner.

H. 11 U.S.C. §341 Meetings of Creditors and Equity Security Holders

1.

Section 341 of the Bankruptcy Code requires a meeting of creditors in each
case. The United States Trustee schedules this meeting and the Clerk of the
Court notifies all creditors of the meeting date and time. In scheduling the
meeting the United States Trustee shall comply with the time periods set forth
in FRBP 2003(a). The debtor or authorized individual of the debtor (i.e. an
officer, director, or shareholder if the debtor is a corporation; a partner if the
debtor is a partnership; a manager or member if the debtor is a limited liability
company) and the debtor’s attorney are required to attend. The United States
Trustee may also request, through debtor’s counsel, that additional representa-
tives of the debtor attend the §341 meeting and be available for examination.

To reschedule a meeting the debtor’s counsel must contact United States
Trustee. If the United States Trustee approves the request the debtor’s
counsel must certify that notice of the rescheduled meeting has been sent to
all parties in interest. Except in extraordinary situations, the United States
Trustee will not reschedule a meeting after the Clerk of the Court has mailed
out a notice of the meeting.

If the debtor’s first monthly operating report is due prior to the §341 meeting,
the debtor must timely submit the operating report to the Office of the United
States Trustee.

The United States Trustee or a member of her staff will preside at the §341
meeting, administer the oaths/affirmations, and examine the debtor and other
appropriate person(s). The meeting will be recorded. All recordings will be
stored by the Office of the United States Trustee for a period of two years
after the date first set for the meeting. Requests for copies of §341 meeting
tapes must be made in writing to:

Office of the United States Trustee
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1000 Elm Street, Suite 605
Manchester, NH 03101

The request must include the case name and number, the date of the meeting,
and a blank compact disk or standard size cassette for copying.

5. If deemed appropriate, the §341 meeting may be continued to a later date.
Creditors and other parties in interest who attended the initial §341 meeting
will receive notice of the continued §341 meeting.

Quarterly Fees

1. All chapter 11 cases are subject to a United States Trustee Program quarterly
fee.

2. The fee must be paid to the United States Trustee every quarter (including any
fraction thereof) from the petition filing date to the date of the entry of an
order dismissing or converting the case or approving an application for entry
of a final decree. Cases pending for even one day during a quarter will be
required to pay the fee applicable to that entire quarter.

3. The fee is based on the amount of total disbursements that the debtor makes
during a calendar quarter. A minimum fee of $325 is due for each quarter or
fraction of a quarter that the case is pending, even if no disbursements are
made during that quarter. Interest accrues on delinquent balances. The fee
schedule is as follows:

Quarterly Fee Schedule
Total Quarterly Disbursements Quarterly Fee
$0-%14,999.99 $325
$15,000 - $74,999.99 $650
$75,000 - $149,999.99 $975
$150,000 - $224,999.99 $1,625
$225,000 - $299,999.99 $1,950
$300,000 - $999,999.99 $4,875
$1,000,000 - $1,999,999.99 $6,500
$2,000,000 - $2,999,999.99 $9,750
$3,000,000 - $4,999,999.99 $10,400
$5,000,000 to $14,999,999.99 $13,000
$15,000,000 - $29,999,999.99 $20,000
$30,000,000 or more $30,000
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Quarterly Fee Due Dates

Ending

March 31
June 30
September 30

December 31

Payment Due Date

April 30
July 31
October 31
January 31

Pursuant to §1129(a)(12) of the Bankruptcy Code, in order to be confirmed,
a plan of reorganization must provide for payment of all unpaid quarterly fees
as of its effective date and continuing through the date that the Court approves
the application for final decree. The United States Trustee may also object to
dismissal of any case in which outstanding fees are owed.

Prior to each due date the debtor will receive an invoice. The invoice includes
a payment stub which must be returned along with the debtor’s check, made
payable to “United States Trustee” to the following address:

United States Trustee
P.O. Box 530202
Atlanta, GA 30353-0202

The debtor’s account number, which is listed on the payment stub, should be
written on the face of the check. The address given is a lockbox at a bank. It
may not be used for service of process, correspondence, or for any other
purpose other than for the payment of quarterly fees. Direct all correspon-
dence and questions regarding your account to the Office of the United States
Trustee.

The debtor is responsible for prompt and full payment of this fee. Since the
last monthly operating report in a calendar quarter is not due until the 15" day
of the month following the reported month and since the Office of the United
States Trustee does not transmit data to the billing facility on a daily basis, the
quarterly fee calculated on the invoice may be an estimate. Using the calendar
quarter’s disbursements, the debtor should independently calculate his/her
quarterly fee and pay the actual fee that is owed even if the fee differs from
that listed on the invoice. Once the United States Trustee receives the
applicable monthly operating report(s) and transmits the disbursement data to
the billing facility, the system will update the data and calculate the quarterly
fee based on the actual disbursements.

A Disbursements History stub and envelope are included with the debtor’s
invoice. The debtor should review the stub and make appropriate corrections.
The debtor should also sign the stub and return it to the Office of the United
States Trustee for the his/her district.
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If a check is returned marked “Insufficient Funds”, all future quarterly fee
payments must be made by cashier’s check, certified funds, or postal money
order.

Pursuant to §1112(b)(10) of the Bankruptcy Code failure to pay the quarterly
fee is cause for conversion or dismissal of a chapter 11 case. Submitting false
information may subject the debtor to civil liability under 31 U.S.C.
§3729(a)(7) and to criminal penalties under 18 U.S.C. §1001 and 18 U.S.C.
§1621.

Monthly Operating Reports (FORM MOR’s)

1.

Pursuant to FRBP 2015 and 9034 operating reports should be submitted to the
Office of the United States Trustee. In addition, copies of such reports should
be provided to the chairpersons of any creditors’ committees.

All operating reports must be filed by the 15™ day of the month following the
end of the month covered by the report. Unless another form is approved by
the United States Trustee, debtors are required to use the report forms
provided by the Office of the United States Trustee.

The FORM MOR’s consist of six pages including: the cover page, monthly
reporting questionnaire, schedule of cash receipts and disbursements, detailed
listing of disbursements, schedule of post-petition taxes and unpaid liabilities,
and accounts receivable reconciliation and aging. A blank monthly operating
report is attached to these guidelines and reporting requirements (Attachment
3). Upon request, the OUST will e-mail the monthly operating report form.
The monthly operating report is on Microsoft Excel Version 2002.

The instructions for completing the monthly operating report are included on
the forms. A detailed description of the monthly operating report forms is as
follows:

a. Cover Page - The cover sheet is to be signed under penalty of perjury
by the debtor and any joint debtor. In the case of a corporation,
partnership, or limited liability company, the cover sheet must be
signed by the “authorized individual” as that term is defined on the
Cover Page.

b. Monthly Reporting Questionnaire
(MOR-1)- The questionnaire includes 13 questions dealing with

compliance issues. The questions must be answered by checking
yes/no boxes and providing explanations for answers suggesting non-
compliance.

b. Schedule of Cash Receipts and Disbursements (FORM MOR-2) -
The schedule of cash receipts and disbursements is used to report the
debtor’s cash flow information. In addition to completing this
schedule, the debtor is required to attach copies of all bank statements
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and its cash disbursements journal. The main body of the cash
receipts and disbursements schedule is organized into three sections:

(1) receipts and disbursements for each bank account;

(i1) current month totals for all bank accounts compared to
projected totals for the month; and

(iii))  cumulative filing to date totals compared to projected totals for
filing to date

The section at the bottom of the page summarizes the disbursement
information needed for the assessment of the United States Trustee
Program quarterly fees.

Detailed Listing of Disbursements (FORM MOR-3) - The listing of
disbursements must include all payments by the debtor. Each payment
should include the date, check number, method of payment (i.e. EFT,
wire transfer, money order) and the payment amount. Attaching an
accounting disbursements journal is an acceptable alternative for
providing this information.

Schedule of Post-Petition Taxes and Unpaid Liabilities (FORM
MOR-4) - The status of post-petition taxes provides detail of the taxes
accrued and paid during the reporting period. In addition to
completing this form, the debtor is required to attach copies of
IRS Form 6123 and all applicable tax returns filed along with the
deposit slips or payment receipts for taxes deposited or paid. The
summary of unpaid post-petition debts provides an aging for accrued
expenses and requires an explanation of how the debtor intends to pay
any past due post-petition debts. In addition to completing this form,
the debtor must attach an aged listing of accounts payable.

Accounts Receivable Reconciliation and Aging (FORM MOR-5) -
The accounts receivable reconciliation and aging requires the debtor

to report only the total receivable information without itemizing the
individual accounts.

G. Communications With Represented Parties (McDade Amendment)

1.

Recent regulations promulgated by the Attorney General may be interpreted
to restrict direct communication between lawyers and those acting on behalf
of lawyers of the Office of the United States Trustee and the debtor, unless
permission is obtained from the debtor’s counsel. While this issue has not yet
been resolved, in the interests of clarity and caution, the United States Trustee
would like to ensure that such direct contacts to represented parties are
authorized by counsel.

Most communication occurring between United States Trustee Program
employees and debtors is administrative in nature relating to the United States
Trustee’s statutory duty to supervise the administration of bankruptcy cases.
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The United States Trustee requests that the debtor’s counsel sign an
authorization which will allow United States Trustee Program employees to
communicate directly with the debtor regarding administrative matters such
as insurance coverage, bank account information, monthly operating reports,
quarterly fees, and post-confirmation reports.

If the debtor’s counsel agrees to the provisions stated above, he or she should
sign the attached Authorization for Direct Contact (Attachment 4) and
return the original of this document to Office of the United States Trustee no
later than the date of the initial debtor conference.

If debtor’s counsel does not agree to the provisions stated above, all
communication with the debtor will be directed to the debtor’s counsel. Ifthe
debtor initiates any contact with a United States Trustee Program employee,
the employee will advise him or her that United States Trustee Program
employees may communicate only with the debtor’s counsel.

If the United States Trustee files or has a contested motion or an adversary
proceeding against the debtor, all contact regarding that matter will be with
the debtor’s counsel.

H. Effect of Noncompliance

1.

If the debtor does not follow the operating guidelines, or if the debtor does not
timely submit operating reports, the United States Trustee may file an
appropriate motion which could result in the conversion or dismissal of the
case.

The United States Trustee reserves the right to revise, modify, or amend these guidelines and
requirements from time to time, and, as appropriate, in an individual case. Comments and
suggestions regarding these guidelines or other policies and procedures of the Office of the
United States Trustee are sought and appreciated, and should be directed to the Office of the
United States Trustee for the debtor’s district.

William K. Harrington, United States Trustee
Region 1
Districts of Maine, Massachusetts, New Hampshire, Rhode Island
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Attachments:

Attachment 1 - Region 1's Authorized Depository Listing

Attachment 2 - Information For Initial Debtor Conference

Attachment 3 - Monthly Operating Report and IRS Form 6123

Attachment 4 - Authorization For Direct Contact

SharedServer Operating Guidelines (Short Form) And Reporting Requirements For Chapter 11 Cases rev.5.16.11
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U.S. Department of Justice

Office for United States Trustees
Districts of Maine, Massachusetts,
New Hampshire and Rhode Island

John W. McCormack Post Office and Courthouse
5 Post Office Square, Suite 1000

Boston, MA 02109-3934

Tel: 617-788-0400

Fax: 617-565-6368

United States Trustee’s List of Authorized Depositories
For Bankruptcy Cases Filed in Region One

Updated 4/24/13
Associated Bank, N.A. JPMorgan Chase Bank
Avidia Bank KeyBank, N.A.
Bank of America, NA [1] Marlborough Savings Bank [2]
BOKF, NA (Bank of Kansas City, NA) The Milford Nat’l Bank & Trust Co. [4]
Beverly Co-Operative Bank Passumpsic Savings Bank
Boston Private Bank & Trust Co.[2] People’s United Bank
The Cooperative Bank of Cape Cod PlainsCapital Bank
Centrix Bank & Trust PNC Bank, N.A.
Century Bank & Trust Company Rabobank, N.A.
Citibank, NA Rockland Trust Company
Citizens Bank [3] Salem Five Cents Savings Bank
Comerica Bank Silicon Valley Bank
Commerce Bank & Trust Company Sovereign Bank [2]
Country Bank for Savings SunTrust
Eagle Bank TDBank
East West Bank Union Bank of California, N.A
Eastern Bank United Bank
The Edgartown National Bank The Washington Trust Company
First Interstate Bank Wells Fargo Bank, N.A.

First Niagara Bank, NA

NOTES:

[1] Bank of America note: To open the account call (877) 757-8233 x 50557 and supply requested
paperwork via fax to (800) 886-8968. Local branches of Bank of America may facilitate this
process, at their discretion, but local branches cannot open Debtor in Possession bank accounts
without the prior knowledge of the Dallas office. The Bank requires copies of six prior months of
bank statements and a copy of the bankruptcy petition in order to open a Debtor in Possession
account.

[2] This bank has chosen to limit its bankruptcy estate accounts to chapter 11 business customers
who have pre-existing relationships with the bank (i.e. prior to filing)

[3] The Citizens branch must contact John Morris in Cranston, R, in order to open a valid DIP
account. He is at (401) 477-1441 john.k.morris@citizensbank.com Citizens Bank has reserved
the right to require new bankruptcy accounts to be subject to management approval and any case’s
accounts may be required to reach a threshold of at least $10,000.

[4] Milford National Bank & Trust Company is an authorized depository but no longer accepts
new accounts.
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U. S. Department of Justice
Office of the United States Trustee

Districts of Maine, Massachusetts,
New Hampshire and Rhode Island

1000 Elm Street, Suite 605 (603) 666-7908
Manchester, New Hampshire 03101 (603) 666-7913 fax

INFORMATION FOR INITIAL DEBTOR CONFERENCE
TO BE PREPARED BY DEBTOR’S REPRESENTATIVE

DATE:

CASE NAME:

CASE NUMBER:

BUSINESS INFORMATION:

FUNCTION:

NUMBER OF EMPLOYEES: DATE STARTED/INCORPORATED:

CORPORATE OFFICERS OR PARTNERS:

NAME TITLE % OF OWNERSHIP SALARY (past 12 mos)

CONDITIONS WHICH CAUSED THE CHAPTER 11 PETITION TO BE FILED:

PLEASE DESCRIBE YOUR PROPOSED PLAN OF REORGANIZATION:
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FINANCIAL CONDITION AS OF FILING DATE (ESTIMATES ARE ACCEPTABLE):

CASH: INVENTORY:

ACCTS. RECEIVABLE (TOTAL): AMOUNT UNCOLLECTIBLE:
FIXTURES & EQUIPMENT VEHICLES:

REAL ESTATE:

LOCATION/DESCRIPTION VALUE DEBT LIEN HOLDER
ACCOUNTS/NOTES RECEIVABLE DUE FROM OFFICERS:

OTHER SIGNIFICANT ASSETS:

AMOUNT OF UNSECURED/TRADE CREDITORS:

# OF CREDITORS.

TAXES:

TAXING AUTHORITY AMOUNT DUE QUARTER
WAGES OWED: # CLAIMS:

RENT OWED: MOS. IN ARREARS:

ACCOUNTS OR NOTES PAYABLE TO OFFICERS:
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SECURED DEBTS (DO NOT REPEAT OBLIGATIONS LISTED UNDER REAL ESTATE):

SECURED PARTY AMOUNT COLLATERAL

COMMENTS:

I declare under penalty of perjury that the information provided above and on any attachment hereto is

true to the best of my knowledge and belief.

(Date) (Signature)
(Title)
* Attach additional sheets (Printed Name of Signatory)
if necessary.
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Exhibit A
CERTIFICATION OF RECEIPT OF OPERATING GUIDELINES
AND DESIGNATION OF SPECIFIC INDIVIDUALS

CASE NAME:

CASE NO.:

I hereby certify that I have received from the Office of the United States Trustee the Operating
Guidelines and Reporting Requirements for Chapter 11 Cases. Further, I hereby certify that I have read
and understand the guidelines and requirements, and I agree to perform in accordance with said guidelines
and requirements. I also designate below, as provided under Bankruptcy Rule 9001(5), the individual
responsible for discharging the duties of the Debtor under 11 U.S.C. §1107 and as may be required by the
Court or the United States Trustee. Also designated is the individual responsible for the preparation of all
financial reports as required by the Court or the United States Trustee.

(Date) (Signature)

(Title)

(Printed Name of Signatory)

OTHER DUTIES OF DEBTOR: PREPARATION OF FINANCIAL REPORTS:
BY: BY:

(Signature) (Signature)
NAME: NAME:

(Print or type) (Print or type)

TITLE: TITLE:
ADDRESS: ADDRESS:
TELEPHONE: TELEPHONE:

The undersigned, as counsel for the debtor, has read and reviewed with the debtor, the operating
guidelines and reporting requirements discussed above.

(Date) (Attorney for Debtor)
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Exhibit B-1
BANK ACCOUNT DECLARATION OF DEBTOR

CASE NAME: CASE NUMBER:

I hereby declare under penalty of perjury that all pre petition bank accounts of the above-captioned
debtor were closed, as listed below™:

Bank Name Account Name Account Number Closing Balance Date Closed

/

/

/

I further declare under penalty of perjury that all monies have been transferred to the following debtor
in possession bank accounts*:

Bank Name Account Name Account Number Opening Balance Date Opened

/

[please state source of deposit for each account]

I declare under penalty of perjury that the information provided above and on any attachment hereto is
true to the best of my knowledge and belief.

(Date) (Signature)
(Title)
* Attach additional sheets (Printed Name of Signatory)
if necessary.
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Exhibit B-2

DEBTOR-IN-POSSESSION STATEMENT FOR DEPOSITORY

To: Designated Depository

From: Office of the United States Trustee
Case Name:

Case No:

Date:

The Debtor-in-Possession has stated that the depository (from the attached listing) for the above styled
case is

(Designated Depository)
This authorization may be used to establish one or more accounts at the selected depository. It should be
provided to and left with bank personnel for their records when opening the debtor-in-possession

account(s).

The authorized signatories on these accounts, which must be indicated below, may be determined by the
debtor, an officer of the debtor, a general partner of the debtor, or the debtor's attorney.

Authorized Signatories Title

Debtor or Debtor's Attorney For William K. Harrington
United States Trustee
Region I, Maine, Massachusetts
New Hampshire and Rhode Island
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Exhibit C
INSURANCE EXPIRATION STATEMENT*
NAME/ADDRESS TYPE OF INSURANCE NAME OF EXPIRA- DATE NEXT
OF INSURANCE (FIRE, LIABILITY, CAR, | AGENT TION DATE PREMIUM
COMPANY ETC. OF POLICY DUE

I declare under penalty of perjury that the information provided above and on any attachments hereto is true

and correct to the best of my knowledge and belief.

(Date)

(Signature)

(Title)

(Printed Name of Signatory)

* Attach additional sheets if

necessary.
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Exhibit D

U. S. Department of Justice

Office of the United States Trustee
Districts of Maine, Massachusetts,
New Hampshire and Rhode Island

NOTICE

DISCLOSURE OF INTENT TO USE TAXPAYER IDENTIFYING
NUMBER FOR THE PURPOSE OF COLLECTING AND REPORTING
DELINQUENT QUARTERLY FEES OWED TO THE UNITED STATES
TRUSTEE PURSUANT TO 28 U.S.C. §1930(A)(6)

Please be advised that, pursuant to the Debt Collection Improvements Act of 1996, Public Law 104-134,
Title I11, §31001(1)(3)(A), 110 Stat. 1321-365, codified at 31 U.S.C. §3701, the United States Trustee intends to
use the debtor’s Taxpayer Identifying Number (“TIN”) as reported by the debtor or debtor’s counsel in connection
with the Chapter 11 bankruptcy proceedings for the purpose of collecting and reporting on any delinquent debt,
including Chapter 11 quarterly fees, that are owed to the United States Trustee.

The United States Trustee will provide the debtor’s TIN to the Department of Treasury for its use in
attempting to collect overdue debts. The Department of Treasury may take the following steps: (1) submit the debt
to the Internal Revenue Service Offset Program so that the amount owed may be deducted from any payment made
by the federal government to the debtor, including but not limited to tax refunds; (2) report the delinquency to
credit reporting agencies, (3) send collection notices to the debtor, (4) engage private collection agencies to collect
the debt, and (5) engage the United States Attorney’s office to sue for collection. Collection costs will be added to
the total amount of the debt.
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Exhibit E

U. S. Department of Justice

Office of the United States Trustee
Districts of Maine, Massachusetts,
New Hampshire and Rhode Island

DEBTOR’S DISCLOSURE OF HEALTH AND PENSION/RETIREMENT PLANS

Debtor: Bankruptcy Case #:
EIN: Employer maintains a O group health O pension plan O other plan
Is this a public corporation? ] Yes o No
1. Does the Debtor sponsor a group health or other welfare plan?
O Yes | No

If Yes, complete the information below.

Type(s) of plan(s) and name of Insurer

Premiums paid through O employee contributions O employer contributions

Are the premiums current? ] Yes ] No

If self-insured: Benefits paid from o employee contributions O general assets of the company
Are claims payments current? o Yes O No

Name and address of Plan Administrator/responsible officer:

2. Does the Debtor sponsor a pension or other form of retirement plan for its employees or
management?
o Yes | No

If Yes, complete the information below:

O 401 (k) Plan o Profit sharing plan O Defined Benefit Plan
O Money Purchase Plan O Employee Stock Ownership Plan o Other

Name and address of Plan Administrator:

Name and address of Plan Trustee:

Do the employees make contributions to the Plan? | Yes O No
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Exhibit E, Page 2
Have all employee contributions been forwarded to the trust fund? o Yes o No
If the debtor maintains a defined benefit plan, is it fully funded? o Yes O No
If the debtor maintains any other type of pension plan, are employee contributions current?
O Yes O No

Have any trustees, officers, owners or board members of the debtor received any distributions from the plan within
the last year? If so, please provide the name(s), address(es) and title(s):

Have any trustees, officers, owners or board members, or any entities they own or control, received any loans from
the plan that are not participant loans? If so, please provide the name(s), address(es) and title(s):

Has the debtor company received any loans from the plan? If so, please state the approximate date, amount and
purpose of the loan.

I declare under the penalty of perjury that the answers contained in the foregoing question are true and
correct.

Dated:

Debtor in Possession

Title
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF NEW HAMPSHIRE

Inre: Case No.

Reporting Period
MONTHLY OPERATING REPORT
SHORT FORM

Complete and submit to the United States Trustee within 15 days after end of month

Submit copy of report to any official committee appointed in the case

Document Explanation

REQUIRED DOCUMENTS Form No. Attached Attached
Monthly Reporting Questionnaire MOR-1
Schedule of Cash Receipts and Disbursements MOR-2

Copies of Debtor's Bank Reconciliations

Copies of Debtor's Bank Statements

Detailed Listing of Disbursements MOR-3

Schedule of Post-Petition Unpaid Taxes and Liabilities MOR-4

Copies of IRS Form 6123 or payment receipt

Copies of tax returns filed during reporting period

Summary of Accounts Receivables MOR-5

| declare under penalty of perjury (28 U.S.C. Section 1746) that this report and all attachments
are true and correct to the best of my knowledge and belief.

Signature of Debtor Date
Signature of Joint Debtor Date
Signature of Authorized Individual® Date
Printed Name of Authorized Individual Title of Authorized Individual

*Authorized individual must be an officer, director or shareholder if the debtor is a corporation;
a partner if debtor is a partnership; a manager or member if debtor is a limited liability company.

COVER PAGE
9/04
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Case No.
Reporting
Debtor Period
MONTHLY REPORTING QUESTIONNAIRE
Must be completed each month Yes No
1. Have any assets been sold or transferred outside the normal course of business
this reporting period? If yes, provide an explanation below.
2. Have any funds been disbursed from any account other than a debtor-in-possession
account this reporting period? If yes, provide an explanation below.
3. Have any payments been made on pre-petition debt, other than payments in the normal
course to secured creditors or lessors? If yes, attach listing including date of payment,
amount of payment, and name of payee.
4. Have any payments been made to professionals? If yes, attach listing including date
of payment, amount of payment, and name of payee.
5. If the answer to question 3 and/or 4 is yes, were all such payments approved by the Court?
6. Have any payments been made to officers, insiders, shareholders, or relatives? If yes,
attach listing including date of payment, amount and reason for payment, and name of payee.
7. Have all postpetition tax returns been timely filed? If no, provide an explanation below.
8. Is the estate current on the payment of post-petition taxes?
9. Is the estate insured for the replacement cost of assets and for general liability? If no, provide an
explanation below.
10. Is workers' compensation insurance in effect?
11. Have all current insurance payments been made? Attach copies of all new and renewed
insurance policies.
12. Are a plan and disclosure statement on file?
13. Was there any post-petition borrowing during this reporting period?
MOR-1
9/04
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Case No.
Debtor Reporting Period

SCHEDULE OF CASH RECEIPTS AND DISBURSEMENTS

Amounts reported should be per the debtor's books, not the bank statement. The beginning cash should be the
ending cash from the prior month or, if this is the first report, the amount should be the balance on the date the petition
was filed. Attach copies of the bank statements and the cash disbursements journal. The total disbursements listed
in the disbursements journal must equal the total disbursements reported on this page.

A bank reconciliation must be attached for each account.

BANK ACCOUNTS
Operational  Payroll Tax Other

Total

CASH BEGINNING OF MONTH

RECEIPTS

CASH SALES

ACCOUNTS RECEIVABLE

LOANS AND ADVANCES

SALE OF ASSETS

OTHER (ATTACH LIST)

TRANSFERS (FROM DIP ACCTS)

[TOTAL RECEIPTS |

DISBURSEMENTS

NET PAYROLL

PAYROLL TAXES

SALES, USE & OTHER TAXES

INVENTORY PURCHASES

SECURED/RENTAL/LEASES

INSURANCE

ADMINISTRATIVE

SELLING

OTHER (ATTACH LIST)

OWNER DRAW *

TRANSFERS (TO DIP ACCTS)

PROFESSIONAL FEES

U.S. TRUSTEE QUARTERLY FEES

COURT COSTS

TOTAL DISBURSEMENTS

NET CASH FLOW
(RECEIPTS LESS DISBURSEMENTS)

CASH - END OF MONTH

*COMPENSATION TO SOLE PROPRIETORS FOR SERVICES RENDERED TO BANKRUPTCY ESTATE
THE FOLLOWING SECTION MUST BE COMPLETED

DISBURSEMENTS FOR CALCULATING U.S. TRUSTEE QUARTERLY FEES:

TOTAL DISBURSEMENTS

LESS: TRANSFERS TO DEBTOR IN POSSESSION ACCOUNTS

PLUS: ESTATE DISBURSEMENTS MADE BY OUTSIDE SOURCES (i.e. from escrow accounts)

TOTAL DISBURSEMENTS FOR CALCULATING U.S. TRUSTEE QUARTERLY FEES

@ | |h A

MOR-2
9/04
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Case No.

Debtor

Reporting Period

DETAILED LISTING OF DISBURSEMENTS

DATE

Check #

Paid To/In Payment of

Amount

TOTAL DISBURSEMENTS

MOR-3
9/04
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Case No.
Debtor Reporting Period

STATUS OF POST-PETITION TAXES
The beginning tax liability should be the ending liability from the prior month or, if this is the first report, the amount should be zero.
Attach photocopies of IRS Form 6123 and all applicable state and local forms and/or all federal, state, and local payment receipts
to verify payment of taxes. Attach photocopies of any tax returns filed during the reporting period.

Beginning Amount Ending
Tax Withheld or Amount Date Check No. Tax
Liability Accrued Paid Paid or EFT Liability

Federal

Income Tax Withholding

FICA-Employee

FICA-Employer

Unemployment

Income

Other:

Total Federal Taxes
State and Local

Income Tax Withholding

Sales

Excise
Unemployment
Real Property

Personal Property
Other:

Total State and Local
Withholding for Employee Healthcare
Premiums, Pensions & Other Benefits
Total Taxes

SUMMARY OF UNPAID POST-PETITION DEBTS

Attach aged listing of accounts payables

Number of Days Past Due
Current 0-30 31-60 61-90 Over 90 Total

Accounts Payable

Wages Payable

Taxes Payable

Rent/Leases-Building
Rent/Leases-Equipment

Secured Debt/Adequate Protection Payments
Professional Fees

Amounts Due to Insiders*
Other:

Other:

Total Post-Petition Debts

Explain how and when the Debtor intends to pay any past-due post-petition debts.

*"Insider" is defined in 11 U.S.C. Section 101(31). MOR-4
9/04
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Case No.
Debtor Reporting Period

ACCOUNTS RECEIVABLE RECONCILIATION AND AGING

ACCOUNTS RECEIVABLE RECONCILIATION Amount

Total Accounts Receivable at the beginning of the reporting period

+ Amounts billed during the period

- Amounts collected during the period

Total Accounts Receivable at the end of the reporting period

Accounts Receivable Aw Amount

0 - 30 days old

31 - 60 days old

61 - 90 days old

91+ days old

Total Accounts Receivable

Amount considered uncollectible (Bad Debt)

Accounts Receivable (Net)

MOR-5
9/04
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Department of the Treasury-Internal Revenue Service

o oo Verification of Fiduciary’s Federal Tax Deposit

: District Director, Internal Revenue Service
TO Attn: Chief, Special Procedures Function
Name of Taxpayer

FROM:

Taxpayer Address

The following information is 1o notify you of Federal tax deposit{s) (FTD) as required by the United States Bankruptey Court
(complete sections 1 and/or 2 as appropriate):

Section 1 Form 941 Federal Tax Deposit (FTD) Information
Taxes Reported on .
Form 941, Emplayer's for the payroll period from to
Quarierly Federal Tax Payroll date
Return
Gross wages paid 1o employees $
Income tax withhald $
Social Security (Employer’s plus Employee’s $.
share of Social gecw{gyy Tax}p 4
Tax Deposited $
Date Deposited P
Section 2 Form 940 Federal Tax Deposit (FTD) Information
Taxes reported on for the payroll peried from to
Form 940, Employer's G i
o A Fadr réss wages paid to employees $
Unemployment Tax Tax Deposited $.
Retum Date Deposited
Certification

_ (Certification is limited to receipt or electronic transmittal of deposit only}
This certifies recaipt or electronic transmittal of deposits described below for Federal taxes as defined in Circular E, Employer's Tax
Guide (Publication 15)

Deposit Method 0 Form 8109/81098 Federal Tax Dapasit (FTD) coupon

{check box) a3 Electronic Federal Tax Payment System (EFTPS) Deposit
Amount (Form 941 Taxes) | Date of Deposit EFTPS acknowledgment number or Form 8108 FTD received by:
Amount (Form 940 Taxes} | Date of Deposit EFTPS acknowledgment number or Form 8109 FTD received by:
Depositor’s Empiloyer Name and Address of Bank
identification Number:

Under penalities of perjury, | certify that the above federal tax deposit information is true and correct

Signed: Date:

Name and Title
{print or type}

Cat. # 430992 Form 6123 (rev. 06-97)
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U.S. Department of Justice

Office of the United States Trustee
District of New Hampshire

1000 Elm Street, Suite 605
Manchester, New Hampshire 03101
(603) 666-7908

(603) 666-7913 (FAX)

MEMORANDUM

To:  Debtor’s Counsel
Fr: Brian F. Tierney, CPA, Bankruptcy Analyst
Re:  Chapter 11

Recent regulations promulgated by the Attorney General may be interpreted to restrict
direct communications between lawyers and those acting on behalf of lawyers of the Office of
the U.S. Trustee, and the debtor, unless permission is obtained from debtor’s counsel. While
this issue has not been resolved, in the interest of clarity and caution, we want to be sure that
such direct contacts to represented parties are authorized by counsel.

Most communications occurring between program employees and debtors is adminis-
trative in nature relating to the United States Trustee’s statutory duty to supervise the adminis-
tration of bankruptcy cases. See 28 U.S.C. §586.

In order to comply with these regulations, we request that you sign an authorization
which will allow us to communicate directly with the debtor regarding administrative matters
such as insurance coverage, bank account information, monthly operating reports, quarterly
fees and post-confirmation reports.

If you agree to the provisions stated above, please sign a copy of the letter where indi-
cated and return it with your original signature to us. The authorization may be rescinded at
anytime by giving us written notice of recession.

If you do not agree, all communication with the debtor will be directed to you. If the
debtor initiates any contact with us, we will advise him or her that we may communicate only
with you.

If the U.S. Trustee files a contested motion or an adversary proceeding against the

debtor, all contact regarding that matter will be with counsel.

AUTHORIZATION

I authorize direct contact with the above debtor in accordance with the above terms contained
herein.

Counsel for the Debtor Dated
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF NEW HAMPSHIRE

In re: Case No.
Reporting Period

MONTHLY OPERATING REPORT
SHORT FORM

GComplete and submit to the United States Trustee within 15 days after end of month

Submit copy of report to any official committee appointed in the case

Document | Explanation

REQUIRED DOCUMENTS Form No. Attached Attached
Monthly Reporting Questionnaire MOR-1
Scheduie of Cash Receipts and Disbursements MOR-2

Copies of Debtor’s Bank Reconciliations

Copies of Debtor's Bank Statements

Detailed Listing of Disbursements MOR-3

Schedule of Post-Petition Unpaid Taxes and Liabilities MOR-4

Copies of IRS Form 6123 or payment receipt

Copies of tax returns filed during reporting period

Summary of Accounts Receivables MOR-5

| declare under penalty of perjury (28 U.8.C. Section 1746} that this report and all attachments
are true and correct to the best of my knowledge and belief.

Signature of Debtor Date
Signature of Joint Debtor Date
Signature of Authorized Individual® Date
Printed Name of Authorized Individual Title of Authorized Individual

*Authorized individual must be an officer, director or shareholder if the debtor is a corporation;
a partner if debtor is a partnership; a manager or member if debtor is a limited liability company.

COVER PAGE
9/04

499



500

WINTER LEADERSHIP CONFERENCE 2013

Case No.

Reporting

Debtor Period

MONTHLY REPORTING QUESTIONNAIRE
Must be completed each month Yes No
1. Have any assets been gold or transferred ¢utside the nermal course of business

this reporting period? If yes, provide an explanation below.
2. Have any funds been disbursed from any account other than a debtor-in-possession
account this reporting period? If yes, provide an explanation below.
3. Have any payments been made on pre-petition debt, cther than payments in the normal
course to secured creditors or Jessors? if yes, attach listing inciuding date of payment,
amount of payment, and name of payee.
4. Have any payments been made to profassionals? f yes, attach listing including date
of payment, amount of payment, and name of payee. |
5. If the answer to question 3 and/or 4 is yes, were all such payments approved by the Court?
6. Have any payments been made to officers, insiders, shareholders, or relatives? If yes,
altach listing including date of payment, amount and reason for payment, and name of payee.
7. Have all posipetition tax returns baen timely filed? If no, provide an explanation below.
8. Is the estate current on the payment of post-petition taxes?
9. Is the estate insured for the replacement cost of assets and for general liability? If no, provide an
explanation below.
10. Is workers' compensation insurance in effect?
11, Have all current insurance payments baen made? Attach copies of all new and renewed
insurance polcies.
12. Are a plan and disclesure statement on file?
13. Was there any post-petifion Lorrowing during this reporting period?
MOR-1
9/04
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Case No.
Debtor Reporting Period

SCHEDULE OF CASH RECEIPTS AND DISBURSEMENTS

Amounts reported should be per the debtor's books, not the bank statement. The beginning cash should be the
ending cash from the prior month or, if this is the first repert, the amount should be the balance on the date the petition
was filed. Atlach copies of the bank statements and the cash dishursements journal. The total disbursements listed
in the disbursements Journal must equal the total disbursements reportad on this page.

A bank recenciliation must be attached for each account.

BANK ACCOUNTS
Operational  Payroll Tax Other Total

CASH BEGINNING OF MONT

RECEIPT
CASH SALES

ACCOUNTS RECEIVABLE
LOANS AND ADVANCES

SALE OF ASSETS

OTHER (ATTACH LIST)
TRANSFERS {FROM DIP ACCTS)

TOTAL RECEIPTS

DISBURSEMENTS

NET PAYROLL

PAYRCLL TAXES

SALES, USE & OTHER TAXES
INVENTORY PURCHASES
SECURED/RENTAL/LEASES
INSURANCE
ADMINISTRATIVE

SELLING

OTHER {ATTACH LIST)

OWNER DRAW *
TRANSFERS (TO DIP ACCTS)

PROFESSIONAL FEES
U.S. TRUSTEE QUARTERLY FEES
COURT COSTS

TOTAL DISBURSEMENTS

NET CASH FLOW
(RECEIPTS LESS DISBURSEMENTS)
CASH - END OF MONTH | [ |
*COMPENSATICON TO SOLE PROPRIETORS FOR SERVICES RENDERED TO BANKRUPTCY ESTATE

THE FOLLOWING SECTION MUST BE COMPLETED
DISBURSEMENTS FOR GALCULATING U.5. TRUSTEE QUARTERLY FEES:
TOTAL DISBURSEMENTS Is

LESS: TRANSFERS TOQ DEBTOR [N POSSESSION ACCCUNTS $
PLUS: ESTATE DISBURSEMENTS MADE BY OUTSIDE SOURCES (i.e. from escrow accounts) 3
TOTAL DISBURSEMENTS FOR CALCULATING U.S. TRUSTEE QUARTERLY FEES 3
MOR-2
9/04
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Case No.

Debtor

Reporting Pericd

DETAILED LISTING OF DISBURSEMENTS

DATE

Check # Paid To/ln Payment of

Amount

TOTAL DISBURSEMENTS

MOR-3

8/04
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STATUS OF POST-PETITION TAXES
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Case No.
Reporting Perlod

The beginning tax liability should be the ending Faklfity from the prior menth or, if this is the first report, the amount should be zero.
Adtach photocopies of IRS Form 6123 and all applicable state and locat forms andfor ali federal, state, and logal payment receipts
to verify paymant of taxes. Attach photocopies of any tax retums filed during the reporting period.

Beginning

Amount
Tax Withheld ar Amount

LEabIIiIg Accrued Pald Paild or EFT I.Iabllltg

Federal

Ending
Date Check No. Tax

Income Tax Withholding

FICA-Employee

FICA-Employer

Unempioyment

Income

Other:

Total Federal Taxes

State and Local

Income Tax Withholding

Sales

Excise

Unemployment

Real Property

Parsonal Praperty

Other.

Total State and Local

Witbholding for Employee Healthcare

Premlums, Pensions & Qther Benefits

Total Taxes

Altach aged listing of accounts payables

SUMMARY QF UNPAID POST-PETITION DEBTS

MNumber of Days Past Dus

Current 0-30 3180

61-99 Dver 90 Total

Accounts Payable

Wages Payable
Taxes Payable

Rent/Leases-Building

Rent/Leases-Equipment

Secured Debt/Adequate Protection Payments

Professional Feas

Amounts Due to Insiders”

Other:

Qther:

Total Pogt-Patition Debts

Explain how and when the Debtor intends to pay any past-due post-petition debts.

*Insider” is defined in 11 U.5.C. Section 101(21).

MOR-4

9/04
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Case No.
Debtor Reporting Period

ACCOUNTS RECEIVABLE RECONCILIATION AND AGING

[ACCOUNTS RECEIVABLE RECONCILIATION Amount

Total Accounts Receivable at the beginning of the reporting period

+ Amounts billed during the period

- Amounts collected during the period
Total Accounts Receivable at the end of the reporting pericd

) [Accounts Receivable Aging Amount

0 - 30 days old

31 -60 days old

61 - 90 days old

91+ days old

Total Accounts Receivable

Amount considered uncollectible {Bad Debt)

Accounts Receivable (Net)

MOR-5
9104
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