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UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA

Hh.Re Case No. 98-27044-RA P
ATLAS EQUITY INC, of = |
m= i
Chapter 11 :."_E(‘-ﬁ > L
S w -
Cad e 5
A
CMP
coM_
Date: September 01, 2004 CTR
Time: 01:30 pm o
Debtor(s). Place: Courtroom 6C ECR _
GCL

ORDER APPROVING DISCLOSURE STATEMENT, FIXING TIME FOR OBJECTING)p .
TO CONFIRMATION, FIXING TIME FOR FILING ACCEPTANCES AND e e S

REJECTIONS OF PROPOSED PLAN OF REORGANIZATION, APPROVING MMS
BALLOTS FOR ACCEPTING OR REJECTING PLAN AND FIXING DATE OF £t
HEARING ON CONFIRMATION OF PLAN, COMBINED WITH NOTICE THEREOF RCA .

SCR
It having been determined on September 01, 2004 at a hearing upon notice that the SEC /

proposed disclosure statement (the "Statement") of a proponent (the "Proponent") of a plan of OTH Q,_-’_cﬁ
reorganization (the "Plan") more particularly described and identified below contains "adequate

information" as contemplated by Section 1125 of f.he Bankruptcy Code to enable hypothetical

reasonable investors, typical of holders of claims or interests in the above-captioned Chapter 11

case (the "Case"), to make informed judgments about the Plan,
DCCUMINT WUMBIR-DATE QA’
S . A =
camnes - 08907 septos y&_/
By:
FPSC-COMMISSION CLERK



10
1l
12
13
14
15
16
1.7
18
19
20
21
a2
23
24
25
26
2ok

28

IT IS HEREBY ORDERED, ADJUDGED AND DECREED that:
1. The Statement filed by the Proponents, Vincent Galewick and Atlas Equity, Inc. (collectively,
the "Proponent™) on 8/10/04, as further modified in open Court on 9/1/04, is approved as
containing adequate information;
2. All ballots accepting or rejecting the Plan must be submitted to A. Kenneth Hennesay, Jr.,
Esq. of Allen Matkins Leck Gamble & Mallory LLP, 1900 Main St., 5th Floor, Irvine, CA
92614-7321 (the "Tabulator") so as to be received not later than 10/5/04 at 5:00 p.m., local time,
and ballots received after such time shall not be counted;
3. The Proponent shall not later than 9/7/04 transmit by first class mail true copies of the Plan,
the Statement, this Order and Notice, and a ballot conforming to Official Form 14, to the U.S.
Trustee for the Central District of California, all creditors and all equity security holders in this
case, and file a proof of service thereof with the Clerk of this Court not later than five Court days
thereafter;
4. Any objections to the confirmation of the Plan must be served and filed so as to be received
by the intended recipients not later than 10/5/04 at 5:00 p.m., local time, and any party failing to
so serve and file such objections shall be barred from raising such objections at the confirmation
hearing; .
5. An evidentiary hearing on confirmation of the Plan shall be held on 10/22/04 at 3:00 p.m. in
Courtroom 6C, Ronald Reagan Federal Building and U.S._ Courthouse, 411 West Fourth St.,
Santa Ana, Califbmia; |
6. The Tabulator shall tabulate all timely acceptances and rejections of the Plan and report the
results of such tabulation in a writing filed with the Clerk of fhis Court not later than five Court
days prior to the hearing on confirmation of the Plan;,_
7. File-stamped courtesy copies of the aforementioned proof of service, objections and
tabulation shall be delivered to the chambers of the uﬁdersigned immediately after the filing of
the originals thereof; and

NOTICE IS HEREBY GIVEN that:
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A. The Plan can be confirmed by this Court if the Plan is accepted by the holders of two-
thirds in amount and more than one-half in number of claims in each impaired class of claims
voting on the Plan, and if it is accepted by the holders of two-thirds in amount of interests in each
impaired class of equity security holders voting on the Plan;

B. In the event the requisite acceptances are not obtained, this Court may nevertheless
confirm the Plan pursuant to Section 1129(b) of the Bankruptcy Code if the Court finds that the
Plan does not discriminate unfairly and accords fair and equitable treatment to the class or classes
rejecting it;

C. Holders of claims or interests which are "impaired" (as defined in Section 1124 of the
Bankruptcy Code) under the Plan are entitled to vote (1) if their claims or interests have been
scheduled by the Debtor in the Debtor's Schedules on file in the office of the Clerk of this Court
and have not been scheduled as disputed, contingent or unliquidated or (2) if they have timely
filed a proof of claim or interest to which no objection has been filed; and

D. With respect to any proofs of claim or interest to which an objection is filed, upon
timely motion of a party in interest this Court may nevertheless temporarily allow a holder

thereof to vote pursuant to Bankruptcy Rule 3018(a).

ol e

ROBERT W. ALBERTS
Bankruptcy Judge

Dated: September 1, 2004
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NOTE TO USERS OF THIS FORM:
Physically attach this form as the last page of the proposed Order or Judgment.
Do not file this form as a separate document.

In re ' CHAPTER 11
ATLAS EQUITY, INC.

Debtor.| CASE NUMBER: SA98-27044-RA

NOTICE OF ENTRY OF JUDGMENT OR ORDER
AND CERTIFICATE OF MAILING

TO ALL PARTIES IN INTEREST ON THE ATTACHED SERVICE LIST:

1

You are hereby notified, pursuant to Local Bankruptcy Rule 9021-1(a)(1}E), that a judgment or order entitied

(specify):

ORDER (1) APPROVING JOINT DISCLOSURE STATEMENT OF DEBTOR AND INTEREST HOLDER
VINCENT E. GALEWICK DESCRIBING FIRST AMENDED CHAPTER 11 PLAN (2) SCHEDULING
VOTING DEADLINE AND HEARING ON PLAN; AND (3) APPROVING FORM OF BALLCT AND NOTICE

OF HEARING

was entered on (specify date): S E P 2 200
4

2. | hereby certify that | mailed a copy of this notice and a true copy of the order or judgment to the persons and
entities on the attached service list on (specify date): S E P 2 AJB 4
Dated: SEP 2 AJU)', JON D. CERETTO

Clerk of the Bankruptcy Court

N %ﬁg X{Z—/

Deputy Clerk

Rev. 1/01 This form is optional. It has been approved for use by the United States Bankruptcy Court for the Central District of California. F 902 1 "‘1 -1



11 In re Atlas Equity, Inc.
USBC Case NO. SA98-27044RA

NOTICE OF ENTRY OF ORDER SERVICE LIST

Debtor

4 |AtTas Equity, Inc.

Attention: Mr. Vincent Galewick
5fic/c PDI, Inc.

625 The City Drive South, Ste. 150
6| Orange, CA 92868

7 | Counsel for Debtor

Madison S. Spach, Jr., Esq.

8 | Spach, Capaldi & Waggaman, LLP
4675 MacArthur Court, Suite 550
9 | Newport Beach, CA 92660

10 JU_.S. Trustee

Michael Hauser, Esq.

11|Ooffice of the United States Trustee
411 West 4™ Street, #9041

12§ Santa Ana, CA 82701-8000

13| Counsel for Interest Holder Vincent E.
Galewick

14 | Vincent M. Coscino, Esq.

Allen Matkins Leck Gamble & Mallory LLP
1511900 Main Street, 5% Floor

Irvine, CA 92614

16
17
18
19
20
21
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28

Allen Matkins Leck
Gamble & Mallory u»
attameys e! Jaw

705863.01/0C
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4ADISON S. SPACH, JR. (BARNO. 94405)
5PACH, CAPALDI & WAGGAMAN, LLP

3675 MacArthur Court, Suite 550
lewport Beach, CA 92660

felephone:  (949) 852-0710

facsimile:  (949) 852-0714

[Proposed] Attorneys for Debtor in
Jossession Atlas Equity, Inc.

JINCENT M. COSCINO (BAR NO. 122086)

3. KENNETH HENNESAY, JR. (BAR NO. 187531)
ALLEN MATKINS LECK GAMBLE & MALLORY LLP
L1900 Main Street, 5th Floor

Irvine, CA 92614-7321

relephone: {949) 553-1313

facsimile: (949) 553-8354

sttorneys for Interest Holder
/incent E. Galewick

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA
SANTA ANA DIVISION
In re Case No. SA98-27044-RA
ATLAS EQUITY, INC., dba
>ERFORMANCE TELECOM, dba
?ERFORMANCE COMMUNICATIONS

SERVICES, dba ALLEN RICHARDS s
ASSOCIATES, a California

Chapter 11

NOTICE OF: (1) COURT APPROVAL OF
DISCLOSURE STATEMENT OF DEBTOR AND
INTEREST HOLDER VINCENT GALEWICK

corporation, DESCRIBING SECOND AMENDED JOINT
CHAPTER 11 PLAN, AS MODIFIED
Debtor. SEPTEMBER 1, 2004; (2) VOTING AND

OBJECTION DEADLINE; AND {3) HEARING
ON PLAN CONFIRMATION
rax 1.D. No. 33-0296182

Plan Confirmation Hearing:

Date : October 22, 2004
Time: 3:00 p.m.
ctrm: 6C

411 West Fourth Street
Santa Ana, CA
Judge: Hon. Robert W. Alberts

105321.01/0C
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TO THE UNITED STATES TRUSTEE, ALL CREDITORS AND EQUITY
SECURITY HOLDERS, AND ALL OTHER PARTIES IN INTEREST SPECIFIED IN
FEDERAL RULE OF BANKRUPTCY PROCEDURE 2002

Pursuant to its Order Approving Disclosure Statement, Fixing
Time €or Objecting to Confirmation, Fixing Time for Filing
Acceptances and Rejections of Proposed Plan of Reorganization,
Approving Ballots fox Accepting or Rejecting Plan and Fixing Date
of Hearing on Confirmation of Plan, Combined with Notice Thereof
(the "Order"), the Court ha5 approved the Joint Disclosure
Statement OFf Debtor And Interest Holder Vincent Galewick
Describing Second Amended Chapter 11 Plan, as Modified on
September 1, 2004 (the "Disclosure Statement'™) and, among other
things, authorized Atlas Equity, Inc., the above-referenced
debtor and debtor in possession (“'Atlas') and interest holder
Vincent E. Galewick ("Galewick'™) to disseminate the Disclosure
Statement to creditors, interest holders, and other parties in
interest. Pursuant to the Order,

NOTICE 1S HEREBY GIVEN that on October 22, 2004, at 3:00
p.m., Or as soon thereafter as the matter may be heard (the
"Confirmation Hearing'), in Courtroom 6C of the above-entitled
Court, located at 411 West Fourth Street, Santa Ana, California,
Atlas and Galewick will move the Court for entry of an
order confirming their Second Amended Joint Chapter 11 Plan, as
Modified on September 1, 2004 (the "Plan") pursuant to 11 U.S.C.
§ 1129. The request €or confirmation will be based on a ballot

summary, accompanying documents, and such other evidence and

705321.01/0C 2
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argument as may properly be presented at or before the
Confirmation Hearing.

PLEASE TAKE FURTHER NOTICE THAT:

1 Ballot Deadline. The last date for receipt of ballots
accepting or rejecting the Plan shall be no later than 5:00 p.m.
on October 5, 2004 (the "Voting Deadline"). For a ballot to be
counted, it must be received prior to the Voting Deadline by A.
Kenneth Hennesay, Jr., Esqg., Allen Matkins Leck Gamble & Mallory
LLP, 1900 Main Street, Fifth Floor, Irvine, California 92614-
7321

2. Deadline for Objections to Plan. If you wish to object

to confirmation of the Plan, you must file a written response
with the Bankruptcy Court and serve a copy of it so that it is
received by the undersigned no later than 5:00 p.m. on October 5,
2004. If you fail to file and serve a written response within
that time period, the Court may treat your failure as a waiver of
your right to oppose confirmation of the Plan. You should also
refer to the Local Bankruptcy Rules regarding additional
requirements for any such objection.
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If you have not already received a copy of the Flan,
Disclosure Statement, a ballot, and the Order, upon written

notice to Allen Matkins Leck Gamble & Mallory LLP, Attention:

Vincent M, Coscino, Esqg., setting forth your status as a party in
interest, the Plan, Disclosure Statement, a ballot (where
appropriate), and a copy of said documents shall be transmitted
to you.
Dated: September 7, 2004 SPACH; A ¥ GGAMAN, LLP
By: A
_ MADISON é. SPACH, VR.
[Proposed] A eys for
Debtor in Possession,
Atlas Equity Inc.

Dared: September 7, 2004 ALLEN MATKINS LECK GAMELE &

MALLORY LLP

N

VKENNETH HENNESAY, JR.
Atterneys for Interest Holder
Vincent E. Galewick

%322 .01/0C




REVISED 7-9-03

NOTICE OF PROCEDURES FOR MOTIONS BEFORE JUDGE ALBERTS

1. The form Certificate Re Notice on the reverse side of this Notice must
be completed by Movant's attorney (or, if Movant is not represented by an
attorney, by Movant), appended to and filed with the Proof of Service for the
Motion. The Certificate Re Notice form for all E-filed motions shall be filed at
the time of the E-filing.

2. Movant is to bring to the hearing completed Notice Of Entry forms and
postage-paid, addressed envelopes necessary to enable the Court Clerk's office to
give notice of entry of the Order respecting the Motion in accordance with Federal
Rule of Bankruptcy Procedure 9022 and Local Bankruptcy Rule 9021-1(1) (a) (v).

3. The Notice Of Entry forms are to be entitled "Notice Of Entry Of Order
Re (insert name of motion here)". Where i e a include the f in
information on the Notice Of Entrvy forms: names of Debtor(s), Movant, Respondent,
Plaintiff, Defendant, bankruptcy case number, adversary number and date of
hearing. Please attach a complete service list and complete set of addressed,
postage-paid mailing envelopes to the Notice Of Entry forms. Please submit an
original and enough copies of the Notice of Entry Forms for each entity entitled
to notice of entry.

4. Unless otherwise announced by the Court at the hearing, the Court will
prepare the orders respecting all motions determined by Judge Alberts.

5. In all stay relief motions involving foreclosure of real estate, Movant,
IN THE MOTION PAPERS, is to provide the relevant county recorder's recorded
document number for the deed of trust or mortgage sought to be foreclosed.

6. 1In all stay relief motions involving foreclosure of tangible personal
property, Movant, IN THE MOTION PAPERS, is to provide the legal description (e.g.
vehicle identification number or vessel registration number), if any, of such
property. y

7. For all motions requiring notice to the debtor, the trustee, and all
creditors, movant is encouraged to attach to the proof of service a current copy
of the master matrix as the service list for the motion. A copy of the master
matrix is available either through pacer or at the Intake Desk on the 2nd floor
of the Bankruptcy Court located at 411 W. Fourth Street, Santa Ana, CA.

B. Copies of this Notice must be served with the Motion.

9. Motions to which nowritten, timely opposition has been served and filed
may be included by the Court on default calendars, which are announced, called and
granted at the beginning of each calendar call, in advance of contested motions
scheduled for the same time, if the relief requested in such motions is relief to
which the Court determines the Movant is clearly entitled under applicable law.

10. All proposed Orders, other than those specifically set forth in FRCP
58(A), must be set forth on a separate document. Any and all proposed orders
submitted to the court which contain findings of fact or conclusions of law or do
not otherwise conform with Bankruptcy rule 9021 and FRCP 58 shall be rejected.

FAILURE TO COMPLY WITH THE FOREGOING MAY RESULT IN CONTINUANCE
OF THE HEARING OR DENTAL OF TEE MOTION
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MADISON 5., SPACH, JR., {BAR NC. 94405}
SPRCH, CAPALDI & WAGGAMAN, LLP

4675 MacArthur Court, Suite 550
Newport Beach, Ch 92650

Telephone: (9249) 852-0710

Pacsimile: (949} B852-0714

|Proposed| Attorneys for Debter in

Possession Atlas Equity, Inc.
VINCENT M. COSCING (BAR NO. 122086)
A. KENNETH HENNESAY, JR. {BAR NO. 187531}

ALLEN MATKINS LECK GAMBLE & MALLORY LLP
1300 Main Btreet, Fifth Floor

Irvine, California %2614-7321
Telephone: {549} 553-1313

Facsimile: (%49} 553-8354

Attorneys for Interest Holder
Vincent E. Galewick

UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA

SANTA ANA DIVISION

In re Case No, SA9B-27044RA
ATLAS EQUITY, INC,, dba
PERFORMANCE TELECOM, dba
FPERFORMANCE COMMUNICATIONS
SERVICES, dba ALLEN RICHARDS &

Chapter 11

the Bankruptcy Code

In a Case Under Chapter 11 of
(11 U.58.C.

ASSOCIATES, a Califorria § 1101, et seq.)
corporation
DISCLOSURE STATEMENT OF DEBRTOR
Debtor. AND INTEREST HOLDER VINCENT

Tax I.D. He. 33-0296182

GALEWICK DESCRIBING SECOND
AMENDED JOINT CHAPTER 11 PLAN,
AS MODIFIED ON SEPTEMBER 1, 2004

Time: 3:00 p.m.
Ctrm: &C
Judge: Hon.
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Disclosure Statement Hearing:
Date: September 1, 2004
Time: 1:3C p.m.

Cctrm: .65C

Judge: Hon. Robert W. Alberts
Plan Confirmation Hearing
Date: October 04

Robert W, Alkerts
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I. INTRODUCTION

Aclas Equity, Inc., dba Performance Telecom, dba Performance
Communications Services, dba Allen Richards & Asgociates ("Atlas”
or the “Debter™) is the Debtor in a Chapter 1l bankruptcy casa.
On December 22, 1338, Atlas commenced a bankruptcy case by filing
its voluntary Chapter 11 petition under the United States
Bankruptcy Code ("Code"), 11 U.S.C. § 101 et seqg. {the
"Bankruptcy Code"}.!

Chapter 11 allows the debtor and, under some circumstances,
creditors and others parties in interest to propose a plan of
reorganization {"Plan")}.? The Plan may provide for the debtor to
recrganize by continuing to operate, to liquidate by selling
assets of the estate, or a combination of both. Atlas and its
scle interest holder Vincent E. Galewick {"Galewick") are the
parties jointly proposing (the "Proponents™} the Plan sent to you
in the same envelope as this document. THE DOCUMENT YOU ARE
READING 18 THE DISCLCSURE STATEMENT FOR THE ENCLOSED PLAN.

The Plan is beth a liquidating plan and an operating plan.
In other words, the Proponents seek to (i) accomplish payments
under the Flan by making distributions from cash eon hand in the
estate as a result of the previous liquidation of Atlas' assats
and (ii) reorganize its business affairs as set forth below in
order to recover some value for its Interest Heolder based on the
availability of substantizl "net operating loss™ {"NOL")
carryover deductions, .

! as set forth below, Atlas' bankruptcy case was converted to a

case under chapter 7 and later re-converted to a case under

chapter 11.
2 Capitalized terms not defined herein shall have the meaning set

forth in the Plan.

THIT 03400

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

The Code requires a Disclosure Statement to contain
“adequate information™ concexning the Plan. Pursuant to Rule
3017 of the Federal Rules of Eankxuptc§ Frocedure, the Bankruptcy
Court ("Court") has approved this document as an adequate
Disclosure Statement, containing encugh information to enable
parties sffected by the Plan to make an informed judgment about
the Plan. Notwithstanding the foregoing, the Court has not
determined the accuracy of the statements and contentions set
forth in this Disclosure Statement, but may do sc in connection
with the hearing on Plan confirmation. The Court's approval of
this Disclosure Statement is predicated upon the accuracy of the
statements and contenticns set forth in this Disclosure
Statement, as may be determined at the hearing on Flan
confirmation. Any party can now sclicit veotes for or against the
Flan.

B. Daadlines for Veting and Objacting; Date of Plan

Confirmation Esaring
THE COURT HAS NOT YET CONFIRMED THE PLBN DESCRIBED IN THIS

DISCLOSURE STATEMENT. IN OTHER WORDS, THE TERMS COF THE PLAN ARE
HOT YET BINDING ON ANYONE. HOWEVER, IF THE COURT LATER CONFIRMS
THE PLAN, THEN THE PLAN WILL BE BINDING ON THE DEBTOR AND ON ALL
CREDITORS AND INTEREST HOLDERS IN THIS CASE.

1. Time and Place of the Confirmation Hearing

The hearing where the Court will determine whether or not to

confirm the Plan will take place on Ootchax 22, 2004,

708137 .63/00
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The Effective Date of the proposed Plan shall be the date of
entry of an order confirming the PFlan or, if any objection is
filed with respect to confirmation of the Plan, the Effective
Date shall be the second business day after the tenth day after
the aorder confirming the Flan i; entered by the Court (the
"Effective Date").

CRA. Purpose of This Dogument

This Disclosure Statement summarizes what i1s in the Flan,
and tells you certain information relating to the Plan and the
process the Court follows in determining whether or not to
confirm the Plan.

READ THIS DISCLOSURE STATEMENT CAREFULLY IF YOU WANT TG KNOW

ABOUT:
(1} WHO CAN VOTE OR OBJECT,
{2} WHAT THE TBEATMENT OF YQUR CLAIM IS (i.i., what your
claim will xeceiva if thae Plan is copfirmed), AND HOW
THIS TREATMENT COMPARES TO WHAT ¥YCOUR CLATM WOULD
RECEIVE IN LIQUIRATION,
{3) THE HISTORY OF THE DEBTOR AND SIGNIFICANT EVENTS DURING
THE BANKRUPTCY,
(4) WHAT THINGS THE COURT WILL LOOK AT TO DECIDE WHETHER OR
HOT TO CONFIRM THEE FLAN,
{5) WHAT 1S THE EFFECT OF CONFIRMATION, AND
{6) WHETHER THE PLAN IS FRASIBLE.
This Digclosure Statement cannet tell you everything about
your rights. You should consider consulting your own lawyer to
obtain more specific advice on how the Plan will affect you and

what is the best ¢ourse of action for you.

708437, 03706

at 3:00 p.m., in Courtroom 6C, United States Bankruptcy Court for
the Central District of California, Santa Ana Division, 411 West
Fourth Street, Santa Ana, California, 92701.
2.  Deadline For Voting For or Against the Plan
.If you are entitled to vote, it is in your best interest to
timely wvote on the snclosed ballot and return the ballet in the
enclosed envelope to:

A. Kenneth Hennesay, Jr., Esg.

Allen Matkins Leck Gamble & Mailory LLP
1500 Main Street, Fifth Floor

Irvine, CA 92614-7321

Your ballot must he received by Qcteber 5, 2004 at 5:00 p.m.
or it will not be counted.

3. Oeadline For Objecting to the Confirmation of the

Plan

Cbjections to the confirmation of the Plan must be filed
with the Ceourt and served upon (i) Vincent M. Coscino, Esq.,
Allen Matkins Leck Gamble & Malleory LLP, 1900 Main Street, Fifth
Flecor, ITrvine, California 92614-7321; ({(ii) Madisén 8. Spach, Jr.,
Esqg., Spach, Capaldi & Waggaman, LLP, 4675 Ma¢Arthur Court, Suite
550, Newpart Beach, California 92660; and (iii) the Office of the
U.5. Trustee, Ronald Reagan Federsl Building, 411 West Fourth
Street, Sulte 9041, Santa Ana, California 92701-8000, by
Octobar 5, 2004 at 5:00 p.m.

4. Identity of Person tec Contact for More Information

Regarding the Plan

Any interested party desiring further information about the

PFlan may contact Vincent M. Cescino, Esq., Allen Matkins Leck

109437 03/0c
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‘lits own account, and to be marketed to others.
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Gample & Mallory LLP, 1900 Main Street, Fifth Fleor, Irvine,
California 92614-7321.

C. Disclaimer

The financial data relied upon in formulating the Plan is
based on Atlas' records and primarily the records of the
liguidation of most of the Debtor's assets. The information
containad in this Disclosurs Statement is provided by Atlas. 'The
Flan Proponenta represent that everything stated in the
Disclosure Statement is true to the Proponents’ best knowledge.
The Court has not yet determined whether or not the Plan is
confirmable and makes no recommendation as to whether or not you
should support or oppose the Plan.
II. BACKGROUND

A, Dascriptien and Hiatory of thae Debtoer's Business

Atlas is a Califorpia corporation. As of the time of its
initial bankruptey filing, Atlas operated 2 long distance
telephone service reseller business, Atlas also developed
billing and collection software related to the telecom industry,
provided killing and coliectiun services for consumer telephone
accounts, and marketed collection and related services tc the
debt buying industry. Atlas was alzo developing computer
software, known internally as "Predator,” for the purpose of
managing and collecting portfolio of purchased consumer debt for
Concurrently with
the downturn in the long distance reseller industry, Atlas'
business was adversaly affected by the general decline in the

praofitability of the long distance resagller business.

108437, 03700 5

PCM, in turn, contracted with VCS for the provision of office
facilities, human resources and services in connection with PCM's
gervices to PDI. VEC3 also provided Atlas with an accounting and
customer service staff in connection with Atlas' operations,

c. Evants Laading to Chapter 11 Filing

Atlas and the above-described affiliates were defendants in
a regulatory enforcemant proceeding commenced by the Department
of Corperatiens for the State of California ("DOC"), People v,

Vincent E. Galewick, st al., case¢ number BC 200771 pending in the

Superior Court of the State of Califernia for the County of Los
Angeles (the "DOC Action™)., In the DOC Action, the DOC sought an
injunction that, if put into effect, would have severely
disrupted the business of Atlas and its affiliates, causing
irreparable harm to Atlas, its affiliates and thelr respective
creditors and interest holders. Atlas and Galewick believe that
the DOC Acticn was without merit.

B, The Bankruptcy Casas of Atlas and Affiliates

On December 22, 1998, VCS, INC, PDI, PCM, and Atlas filed
voluntary petitions for relief under chapter ‘11, title 11, United
States Code {the "Bankruptcy Code"). ©On December 23, 1898,
PAM I, PAM II, PAM III, PAM IV, and PRM V each filed their own
voluntary chapter 11 petitions.

E. Bignificant Events During the Bankruptoy

1. Trustee Appointment
On December 30, 1598, James J. Joseph was appointed as the

chapter 11 trustee {the "Truatee") for the bankruptcy estzates of

each of the above-named debtors.

10943703000
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Atlas' assets included computer equipment and other
furniture, fixtures, and equipment with a book value of almost
$500,000 as of the Petition Date.

B. Prineipals, Affiliates and Management of Dasbtoxr'e

Buainess

At the time of the filing of each of their jointiy
administered cases, Galewick was the 100% shareholder of Atlas,
Performance Development, Inc. {"PDI"), Vision Capital Services
Corporation {"VCS"), and In¢ome Network Company, Inc. (“INC"), as
well as 98.5% shareholder of Performance Capital Management, Inc.
("PCM"). PDI was the general partner of each of Performance
Asset Management Fund, Ltd. ("PAM 1%], Performance Asset
Management Fund II, Ltd. ("PAM II"}, Performance Asset Management
Fund ITI, Ltd. ("PAM III"), Performance Asset Management Fund IV,
Ltd. {"PAM IV"), Performance Asset Management Fund V, Ltd.

{"PAM V"), and PAM VI [collectively, PAM I, PAM II, PAM III, PAM
IV, PAM V, and PAM VI are referred t¢ herein collectively as the
"PAEM Funds").

In general, the PAM Fundas were formed to acquire various
distressed assers {primarily portfolio of credit card account
receivables) from federal banking and savings and leoan
institutions, the Federal Deposit Insurance Corporation, the
Resolution Trust Corporation, as well as other sources, and to
generate income by collecting, $slling, or otherwise disposing of
such assets. INC acted as placament manager and solicited
investments on behalf of the PAM Funds. PDI, 23 general partner
of the PAM Funds, contracted with PCM to, among other things,
manage, service and collect on the PAM Funds' account assets,

a3 daioc
G-

2. Joint Administraticn
Pursuant to this Court's order entered on Janvary 20, 1999,
the chapter 11 cases ¢f VCS, INC, PDI, PCM, Atlas, PAM I, PAM 11,
PAM III, PAM IV, and PAM V were jointly administered.

3. Committee Formation in Jointly Administered Cases

In or about March 1999, an Official Committee of Equity
Security Holders {the "Egquity Committee") was formed with respect
to the chapter 11 cases of PRM I, PAM II, PAM ITII, PAM IV, and
BAM V.

4. Claims Bar Date

During the course of the chapter 11 case lnitially commsnced
by the Debtor, on July 16, 1999, the Court antered its order
setting September 17, 1999, as the last day to file proofs of
claima and preofs of integzest (the "Bar Date”). On September 17,
1999, the Court entered its order extending the Bar Date to
November 17, 1399,

5. The DOC Settlement

On October 27, 1599, the Court entered its Crder Approving
Compromise Of Claims Among Jamea J. Joseph, As Chapter 11
Trustee, California Department of Corporations, Vincent E.
Galewlck And Others (the "DOC Settlement™). By the DOC
Settlement, the DOC's claims against the Debtors and Galewick as
asserted in the boc Rction were resolved and the DOC Action was

dismissed as to all parties, including Atlas and Galewick,

? Since this case has been ze-converted to a case under

chapter 11, no official committee of unsecured creditors of
Atlas has been appointed.

709437,02/00 "
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6. Joseph's Qperation of Atlas

After his appointment, Joseph discontinued Atlas' long
distance telephone reseller business. The software development
or "Predator”" portion of Atlas' business was continued for
severzl months, but was ultimately discontinued by Joseph.

Joseph operated Atlas t¢ support the operations of PCM, utilizing
Atlas' cemputer equipment and certain software developed by Atlas

in connection with PCM's management of the PAM Funds.

7. Galewick's Compromise with the Trustee and the

Equity Committee

On October 6, 2000, the Court enterecd its Order on Joint
Motion of Chapter 11 Trustee and the Official Committee of Equity
Security Holders for Crder Approving Compromise of Claims with
Vincent E. Galewick, Purchage of Property and Withdrawal of
Claims (the "Galewick Compromise®}. Among other things, pursuant
to the Galewick Compromise, Galewick transferred all his stock in
PCM to the Fam Funds and has no continuing rocle as shareholder,
director or officer of BPCM. Galewick has, however, retained his
ownership interest in Atlas, PDI and INC, The Trustee has
resigned as trustee of PDI and INC, each of which was restored to
debtor in possession status in their respective chapter 11 cases.
The effective date of the Galewick Compromise was Octcber 17,
2000, By order entered on January 30, 2001, the Court dismissed
PDI's chapter 11 case. By order entered on February 25, 2002,
the INC chapter 11 case (Case No. 58-27041) was converted to a

case under chapter 7.

10843793700 B

bank account (the "Restricted Account®} and may only use or
disburse with Court approval.

On January 15, 2004, the Court entered its Order Granting
chapter 7 Trustee's Motion To De-Consclidate The Case Of Rtlas
Equities, Inc., Case No., SA 98-27044-RA From Joint Administration
{the "Dé-Ccnsolidation Order"). Pursuant to the De-Consclidation
Cxder, the Atlas chapter 11 case is now administered as a
separate case and the Clerk of the Court has been directed to
update the Btlas procf of claims register by re-filing procfs of
claim against Atlas that were filed in the jointly administered
lead case of VCS.

Atlas has engaged Spach, Capaldi & Waggaman, LLP as its
general reorganization counsel. Atlas has filed its notice of
application to employ Spach, Capaldi & Waggaman, LLP. Atlas
anticipates that Galewick, in hisg capacity as sole shareholder of
Atlas, will fund payment of Atlas' attorneys' fees and costs
incurred in this chapter 11 case.

Gn December 31, 2003, the Clerk of the Court issuved its
Notice of Initial Meeting of Creditors pursuant te Bankruptcy
Code section 341{a). The initial meeting of creditors was held
and concluded on January 26, 2004.

In June 2004, Joseph's counsel notified counsel for Atlas
and Galewick that Joseph asserts an administrative claim for fees
and costs in the total agyregate amount of §6,622.77 and Joseph's
counsel asserts an administrative claim for fees and costs in the
total aggregate amcount of $10,77¢.14. Atlas and Galewick have
not received any deocumentation of such claims and reserve their
rights to object to such claims.

199437.63/0C
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B. Confirmation of Chapter 11 Plan of PCM and the PAM

Funds
On January 24, 2002, the Court entered its Order Confirming
Joint Chapter 11 Plapn Proposed By Chapter 11 Trustee And The
Official Committee Of Equity Security Holders As Modified At
Hearing (the "Confirmation Crder”), confirming the joint

chapter 11 plan of PCM and the PAM Funds.

9. Conversion of the Atlas Case to Chapter 7
In February 2002, the Atlas chapter 11 case was converted to
4 case undar chapter 7 and Joseph wasa appointed as trustee in the
chapter 7 case for the Atlas estate. Joseph employed an
auctioneer and liguidated Rtlas' tangible assets in April 2002,
The Atlas estate has approximately $42,300 in cash on hand as a
result of the auctlcon of Atlas' assets.

10. Re-Conversion of the Atlas Case to Chapter 11

On December 18, 2003, on the motion filed by Galewick, the
Court entered its Order Granting Motion To Cenvert Chapter 7 Case
Of Atlas Equities, Inc. [Case No. SA98-27044} To Chapter 11 (the
"Re-Conversion Order"}. Pursuant to the Re-Conversion Order,
Atlas is now a debtor in possession pursuant to Bankruptcy Code
sections 1107 and 1108, The Re-Conversion Order provides, among
other things, that Atlas shall not disburse any of the cash on
hand in its estate without further order of the Court and that
Joseph is avthorized te file his final report. As of the date of
the filing of this Disclosure Statement, Joseph has not filed his
final report. Joseph has delivered to Rtlas approximately

542,300, which Atlas has deposited into its debtcr-in-possession

10837, 03402
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Currently, there are no sdversary proceedings or motions
pending in the Atlas case. HNotwithstanding the foregoeing, Atlas
intends to file & number of objections to claims in the near
future and likely before the hearing on confirmaticn of the Plan.

11. Other Legal Proceedings

Currently, the Debtor is not involved in any nonbankruptcy
legal proceedings.

'12. Actual and Projected Recovery of Freferential or

Fraudulent Transfers

At this time, Atlas does not anticipate receiving proceeds
of any actions to aveid and recaover fraudulent and preferential
transfers. Indeed, the deadline to commance any such actionis)
would have expired in December 2000. Atlas is not aware of anpy

avoidance actions that remain pending in which it may have an

interest.
13. Procedures Implemented to Resclve Financial
Problems

A= set forth above, Atlas' business has been disaggregated
from its affiliates and Atlas' tangible assets have been
liquidated by Joseph before this case was re-converted to
¢hapter 11.

14. Current and Historical Financial Conditions

As set forth above, Atlas currently-has approximately
$4¢2,300 in cash on hand as a result of the liquidation of its
tangible assets. During the course cof Joseph's administration of
the Dektors' chapter 11 cases, Joseph terminated Atlas' long
distance telephone services business and generally treated the
.Debtors' businesses as a unified enterprise.

RLETEL RTINS 12
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The Debtors' operating reports on file with the Office of
the United States Trustee disclose the financizl results of
Joseph's operations of the Debtors’ estates. Partles interested
in examining those documents are referred to those sources.
Alternatively, parties in interest entitled to vote upen the Flan
may submit a written request for copies of these reports to
Atlas' bankruptcy counsel; a reasonable charge for copies so
reguested may be required.

Atlas' last histerical, financial statements were dated
prior to the Petition Date. Because these financial decuments
are outdated and likely would be more misleading than informative
about the current financial condition of Atlas, they are not

attached te this Disclosure Statement.

III. SUMMARY OF THE PLAN OF REORGANIZATION

A. What Creditors and Interest Holders Will Receive Under

The Proposaed FPlan
As required by the Bankruptcy Cocde, the Plan classifies

claims and interests in various classes accerding to their right
to priority. The Plan states whetherz each class of claims or
interests is impaired or unimpaired. The Plan provides the
treatment each class will receive.

B. Unclassifiad Claims

Certain types of claims are not placed into voting clasaes;
instead they are unclassified. They are not considered impaired
and they do not vete on the Plan because they are automatically
entitled to specific treatment provided for them in the
Bankruptcy Code. As such, the Proponents have not placed the
following claims in a class.

10943703700 -13-
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Additionally, Jeseph has recently notlfied Atlas and
Galewick that he and his counsel assert pre-conversion
administrative expenses. After the Disclosure Statement was
filed, Joseph's counsel asserted an additicnal amount of fees and
expenses as azdministrative expenses. Joseph has not filed his
final report with respect to the chapter 7 case nor any request
for payment of such administrative expenses. Atlas and Galewick
reserve their rights to object te any request for payment of
administrative expenses by Joseph and his counsel {"Pre-
Conversion Administrative Expensesﬂ}.

2. Prigrity Tax Claims

Priority tax claims are certain unsecured income, employment
and other taxes described bj Code Section 307(a}(8). The
Louisiana Department of Revenue is the only entity that filed a
proof of ¢laim asserting a priority tax claim pursuant to
Bankruptey Code Sectien 507(a){8). &tlas and Galewick have
confirmed that the Louisiana Department of Revenue has withdrawn

its claim,

- Clasaified Claims and Interests

1. Classes of Secured Claims

Secured claims are claims secured by liens on property of
the estate. Atlas believes that it has no allowzble secured
claims. (Cnly one proof of claim was filed asserting a secured
claim, but that claim on its face indicates that it 'is actually a
proof of interest in affiliates of Atlas - PAM IV and Telwest
Income Fund, Ltd. Accordingly, Atlas intends to file its

objection to said claim.}

20343700700
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L. Administrative Expenses
Administrative expense claims are claims for costs or
expenses of administering the Debtor’s chapter 11 case which are
allowed under Code section 507(a){l). The Code requires that all
administrative claims be paid on the Effective Date of the Plan,
unless a particular claimant agrees to a different treatment.

The following chart lists all of the Debtor's § 507{a) (1)

administrative claims and their treatment under the Plan:

lama Amount Owed Traatment
Spach, Capaldl & Waggaman, LLP $20,000 {estimated) | Pald in full on Effactive Date through
contributians by Galewick
James J, Joseph $5622.77 Paid in full on Effactive Cate
Danning G Diamond and Kellbz LLP 13,658 45 Paid in full on Effsctive Date
Cleark's Offica Feas Linknown Paid in full on Effsctive Dala
Office of the 1.5, Trustee Fees ] Paid in full on Effective Dale
x = v -

Court Approval of Fees Reguired:

The Court must rule on all fees listed in this chart before
the fess will be owed. For all fees except Clerk’s Office fees
and U.S. Trustee's fess, the professional in gquesticn must file
and serve a properly noticed fee application and the Court must
rule on the application. Only the amount of fees allowed by the
Court will be owed and regquired to be paid under the Plan.

As indicated above, Atlas will need to pay approximately
$40,282.22 worth of administrative claims on the Effective Date
of the Plan unless the claimant has agreed to be pald later or
the Court has not yet ruled cn the claim. As indicated elsewhere
in this Disclosure Statement, Atlas will fund payment of the
post-conversien administrative expenses through capital

contributions by Galewick on the Effective Date.

08108000 14

2. Classes of Priority Unsecured Claims

Certain priority claims that are referred to in Code
Sectlons 507(a)(3), {(4), (5}, (6}, and (7) are required to be
placed in classes. These types cf claims are entitled to prierity
treatment ag follows: the Code requires that each holder of such
a ¢laim receive cash on the Effective Date equal to the allowed
amount of such claim. However, a class of unsecured priority
¢laim holders may vote to accept deferred cash payments of a
value, as of the Effective Date, egual to the allowed amount of
such clajms,

The following chart lists all classes containing Debtor’s
sections 507{a) {3}, {a) {4}, (a}({5), (a}(€), and {(a}(7) priority
unsecured claims and their treatment under the Plan (see
Exhibit "A" for more detaiied informatlon about sach priority

unsecured claim).

CLASS DESCRIPTION IMPAIRED TREATMENT
{YIN)

1 Priority unsacured cleims Y «  Paid in full in cash on the first
pursuant to Banknupicy Code Business Day that is 30 daye aftar
saction 507(@)(3) eniry of an order of this Gourt
+ Totat amaunt of claims = allowing or disailowing the Jasi of

$1,338.22 ariy requaat for paymant of Pre-
Conversion Administrative
Expenses,
3. Class of General Unsecured Claims

General unsecured claims are unsecured claims not entitled
to pricrity under Code Section SDT(a.). The following chart
identifies the Plan‘a treatment of the class containing all of
Debtor's general unsecured claims (see Exhibit "B" for detailed

information about each general unsecured claim):

103417_03/0¢
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1) cLass | BESCRIFTION mmEED TREATMENT 1junsecured nonpriority claims in the total aggregale amount of
2 2 Genamlunuacurednl::‘rns Y = Paymsni interval = N/A 2]8904,408.17, of which §755,901.14 are listed as disputed,
s Total amounl of claims = » Payment matinterval = N/A
3 $148,500 (estimale of « Beglndate = Distributions paid in 3 4. Class of Interest Holder
lotal aggragate amount ¢ash on the first business day that is
4 ol Aliowsd Claims} gg::ﬁlm’;;&ﬁ;;;m;?{n:ﬂ::: 4 Interest holders are the parties who hold an ownership
3 gz:'x::g:e:;fn‘:i’n{g;:::'g;':‘ul 5|interest (i.e., equity interest) in Atlas. As a corporation,
6 . sn"dm“.""i:s:h&i:‘;‘:’;‘z‘:';‘t::fu";?‘h €|Atlas' sole interest holder is Galewick ~ the holder of all of
T g:{::}f;ﬂ:y;;ﬂ;;:;;;{&iﬂ 7lits stock. The following chart identifies the Plapn’s treatment
g g::’;g:g;%::{nmm::tg;';“ 8[of the class of interest holder:
5 il A s [ crAEs DESCRIPTION TMPAIRED TREATMENT
16 o ToalFayout  =523807.06 10 {Y)
1 e e e s cash " 3 Interest halcier Galewick N - Retais bierstas 100%
o encnasto Py e B Demor i i b g i
12 Allowed Priority Claims in Clasa 1 ' 12 Vision Nevada, Inc.,, a Navada
13 and ati Allowed Pre-Conwersion mr:‘ on the Etfactive Date
Administrallve Expanses) | 13
14 Galewick has conducted an initial review of the scheduled 14 o. Moans of Effactuating tha Plan
15 c¢laims and the proofs of claims filed in the Atlas case. The 15 The purpese of the Plan is two-fold: (1) to make
1¢ [Vas® majority of the proofs of claims filed in the Atlas case do 16 |distributions to creditors that are greater than they would have
17Ot répresent sxisting claims against Atlas, but arise from 17 | received through administration of the previous chaprer 7 case;
18 interests of the allegad claimants in certain entities related to 18 |and (2} to allow Atlas to reorganize and preserve certain of its
19 Atlas. BAccerdingly, it does not appear that such proofs of claim 19 |tax attributes (in particular, its NOL's to offset future income
20 |#5sert allowsble claims against Atlas. Morsover, the majority of 29| tax liability to the benefit of Galewick, Atlas' sole {nterest
21 the ungecured nonpriority claims criginally scheduled in the 21 | no1cer.
22 Atlas case wers for notice purposes only, and the Proponents 22 Prior to re-conversion of this case, Atlas' assets had been
23 assert that a number of gubstantial claims listed as disputed are 23| 11quidated and Jt;seph held approximately $42,000 in cash on hand.
z2q|Pov barzad based on the disputed creditor's failure to timely 24 | The costs of administration of the chapter 7 case would have
25|file a proof of claim. Based on Galawick's initial review of the 35 ffurther reduced the amount of cash on hand and likely would have
26 claims scheduled and filed against Atlas, it appears that the 26 |prevented any for, at least, any meaningful) distribution to
g7 |tetal amouat of allowable claims against Atlas will be less than 27]creditors of Atlas. 1In contrast, the Plan provides that Galewick
28 $150,000. Atlas has filed its amended Schadule F, which lists 28 |will bear the cost of the remaining administration of the Atlas
SR gt
20943781700 31- 20843703700 t6e
1jestate by payi{ng all allowed post-re-conversion administrative 1 Effective as of the Effective Date of the Plan, Atlas will-
Zjclaims in full. Consequently, rather than have the remaining Z|merge with VNI. Atlas shall acguirze all of VNI's assets and
3|estate funds exhausted by administrative expenses, all of the 3)liabilities in a tax-free reorganization pursvant te Internal
4| funds on hand will be used to make distributicns teo creditors 4| Ravenue Code section 368(a) {3} {C). Galewick shall receive 100%
5Sholding claims as of the re-convaersion of this case (i.e., any 5]of the authorized and issued stock of the merged company. VNI
6 |allowed fees of Joseph and his counsel accrued as of the time of 6|will be dissolved. Atlas will continue operations of VNI's
7{re-conversion and unsecured ¢reditors). As a result, under 7 |business.

g ] chapter 11, Atlas' creditors and interest holders will receive 8 It is important to note that the application of NOL's is
9|more in distributions and other benefits than they would if the Sfrestricted in the event cof a change of ownership of Atlas. 1In
10 fcase ware fully adminiatered in a chapter 7. 10 |effect, only Atlas, as owned by Galewick, may take full advantage
11 In addition to the Plan's benefit to c¢reditors, the Plan ll14of the NOL's, The NOL's may not be sold or otherwise liquidated
12{will alsc benefit Galewick as an interest holder of Atlas. The 12| te pay creditors. Bny change of ownership in Atlas {such as by
13)Plan provides for the merger of Arlas with another entity to 13]an auetion of the equity interests in the company) would also

l4|enable the post-merger Atlas to utilize substantial NOL's to 14 {destroy the value of the NOL's under applicable tax law.
15)offset future income tax liability. Galewick and Atlas have is 1. Funding for the Plan
16 |determined that there exists an opportunity for Atlas to continue 16 As set forth above, distributions under the Plan will be
17 fits software development and cellection services businesses to 17| funded by the cash on hand available in the Restricted Account
18 | provide collection services related to previously charged-off 18 |and by capital contributions by Galewick for payment of post-
19 | consumer telacom debt. To provide this service, Atlas' 19 jconversion chapter 11 administrative expenses.
20 |management believes it would benefit Atlas to merge with a 20 Z. Post-confirmation Management and Operations
21 |company with a charged-off consumer debt portfolio. 1In this 21 A5 of the Effective Date, Atlas, as merged with VNI, will be
22 Jregard, Atlas has identified Vision Nevada, Inec. {"VNI"), a 22 [the Recrganized Debtor. Galewick will be the 100% owner of the
23| corporation wholly-owned by Galewick, as an appropriate merger 23 |Reorganized Debtor. The Reorganized Debtor will continue to
24 |partner. VNI's business has traditienzlly invelved acquisition 24 Joperate its business of acquiring distressed assers (primarily
25 )and collection of charged-off debt {other than telecom-related 25| poxtfolio of credit card accounts) and generating income by
26 |debt}. VNI is interested in expanding its business to include 26 collecting, selling, or otherwise disposing of such assats.
27 |acquisition and collection of telecom-related debt. 27
28 28

i amenm
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3. Disbursing Agent
The Reorganized Debtor shall act as the disbursing agent for
the purpose of making all distributions provided for under the
Plan. The Disbursing Agent shall serve without bond and shall
receive ne compensation for distribution services rendered and
expenses incurred pursuant t< the Plan.
E. Risk Factors
The propcsed Plan substantially limits risks to Claimants
because distributions will be made directly from the Restricted
Account. The Reorganized Debtor will not rely on post-
confirmation performance to fund Plan distributions.
F. Other Provizions of the Plan
1. Executory Contracts and Unexpired Leases

Btlas is not a party to any unexplred leases and executory

contracts to be assumed or rejected under the Flan.

2. Chaniges in Rates Subject to Regulatory Commission

Approval
Atlas is not subject to governmental regulatory commission

approval of any rates.
3. Retenticn of Jurisdiction
The Court will retain jurisdiction to the extent provided by
law. ’

g, Tax Consequences of Plan

NO REPRESENTATIONS ARE MADE TO ANY PARTY CONCERNING THE
DEBTOR'S TAX ATTAIBUTES AND/OR ANY EFFECTS OF THE PLAN. FOR ANY

TAX ISSUES, YOU ARE RSKED TO CONSULT YOUR OWN TAX ADVISOR.

709417 ,03/00 21.

ACCORDINGLY, ALL CLAIMANTS ARE URGED TO CONSULT THEIR TAX
ADVISORS CONCERNING THE FEDERAL, STATE RND LOCAL TAX CONSEQUENCES
OF THE PLAN ON THEIR CLRIM{S) OR INTEREST(S). NEITHER THE
DEBTCR, GALEWICK NOR THEIR COUNSEL OR ACCOUNTRNTS MAKE ANY
REPRESENTATIONS REGARDING THE PARTICULAR TAX CONSEQUENCES OF
CONFIRMATION AND CONSUMMATION OF THE PLAN AS TO ANY CLAIMANT.
THE DEBTOR, GALEWICK AND THEIR COUNSEL AND ACCOUNTANTS ARE HOT
RENDERING ANY FORM OF LEGAL OR OTHER OPINION RS TO ANY TAX
CONSEQUENCES OF THE DEBTQR'S PLAN TO THE DEBTOR OR ANY OR ALL
CLAIMANTS .

2. Federal Income Tax Consequences to the Debtor

{a} Regular Tax Purposes
{i) Discharge of Indebtedness

Under the Tax Code, a taxpayer must generally include in
gross income the amount of any indebtedness discharged durinq the
taxable year, except to the extent payment of the indebtedness
would have given rise to a deduction,

Under section 108 of the Tax Code, when the discharge of
indebtedness is pursuant te a plan approved by the court in a
case under chapter 11 of the Bankruptcy Code, the amount of
discharged indebtedness otherwise required to be included on
income i1s instead applied to reduce certain tax attributes of the
taxpayer, in the following order: HNOL's, certain credit
carryovers, capital loss carryovers, the basis of the tawpayer's
property, passive activity loss and credit carryovers and foreign
tax credit carryovers.

uUnder the Flan, unsecured creditors will not likely be paid
in full, resulting in a discharge of indebtedness of the Debtor.

08437 .03/0¢ 23
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1. Scope and Limitations

Under the Internal Revenue Code of 1986, as amended (the
"Tax Code"), there may be significant federal income tax issues
arising under the Plan described in this Disclosure Statement.

It is not practical to present a detailed explanaticn of all of
the possible fedafal income tax ramjfications of the Plan. The
following is only a summary discussion of certain of the
significant consequences that may affect the Debtor or Claimants
This summary is based upon laws, regulations, rulings and
decisions now in effect and upon proposed regulations, all of
which are subject to cthange (possibly with retroactive effect} by
legislation, administrative actien or judicisl decision.

Under present law, there is uncertainty surrounding many of
the tax conseqguences discussed below, For such rsason or
otherwise, the tax consequences of certain aspects of
transactions invelving the Debtor or the Plan may be subject to
administrative or judicisl interpretations that differ from the
discussion below. Further, this summary does not discuss all
aspects of the Tax Code or of federal taxation that may be
relevant te the Debtor or a particular Claimant. The federal
income tax consequences to the Debtor or any particular Claimant
may be affected by special considerations not discussed below.
in addition to the federal income tax consequences discuased
below, the transactions c¢entemplated in the Plan may have
significant state and local tax consequences that are not
discussed herein. Neither a ruling from the Internal Revanue
service (the "IRS™) ner an opinion of counsel has Been requested
with respect to the federal income tax consequences of the Plan.

03427.03/08
-2z~

To the extent that a discharge of indebtedness cccurs, Atlas' tax
attributes will be reduced by the difference between the
consideration received by the creditors and the amount of the
discharged indebtedness, unless the claims discharged would have

given rise to a deduction to Atlas Lif they had beesn paid in full

by Atlas.
{ii) The Debtor's Tax Attributes
Atlas shall retain all of its tax attributes after
confirmation of the Plan. Atlas notes that Atlas' tax attributes

{including the amount of HOL's that are available to Atlas after
the Effective Date) may be reduced as a result of the diacharge
granted to Atlas under the Plan. Since Atlas i1s unaware of the
amount of debt forgiveness which may be realized by Atlas under
the Plan, Atlas has no determination of the precise effect that
confirmation of the Plan will have on the amcunt or availability

of Atlaz' tax attributes.

3. Federal Income Tax Consequences te Creditors

(a} In General
The federal, atgte, local and other tax consequences of the
Plan may vary depanding upon the individual circumstances of each
holder of a Claim.
{b) Character of Gain or Loas
The character of gain or loss recognized by & Claimant as
capital or ordinary gain or leoss and, in the case of caplital gain
or loss, as short term or long term, will depend on a number of
factors. Those factors include: (i) the nature and origin of

the Claim; (i1i) the tax status of the holder of the Claim; (iii

whether the holder is a financial institution: (iv) whether the

08437, 0300
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Claim is a capital asset in the hands of the holder; (v} whether
the Claim has been held for more than one vear; and (vi) the
extent to which the holder previously claimed a loss or bad debt
ceduction.
{c) Receipt of Interest

The Bankruptcy Tax Act of 1980 reversed prior law by
providing that income attributable to accrued and unpaid interast
will be treated as ordinary income, regardless of whather the
Claimant's existing Claims are capital assets in its hands.

Claimant's should consult their own tax adviaors to
determine the amount of consideration received under the Plan
that is allocable to interest, if any. Generally, however, it is
unlikely that unsecured Claimants will receive payment in full of
their Allowed Claims plus interest under the Blan.
IV. CONFIRMATION REQUIREMENTS AND FROCEDURES

PERSCHS OR ENTITIES CONCERNED WITH CONFIRMATICN OF THE PLAN
SHOULD CONSULT WITH THEIR OWN ATTORNEYS BECRUSE THE LAW ON
CONFIRMING A PLAN OF REORGANIZATION IS VERY COMPLEX. The
following discussion is intended solely for the purpose of
alerting readers about basic confirmation issues, which they may
wish to censider, as well as certain deadlines for filing claims.
The Propenents CANNOT and DO NOT represent that the discussion
contained below is a complete summary of the law on this topic.

Many requirements must be met before the Court can confirm a
Plan. Some of the reguirements include that the Plan muat be
proposed in good faith, acceptance of the Plan, whather the Plan

pays creditors at least as much as creditors would rsceive in a

105137.05400
-25-

claim is‘deemed allowed if (1) it is scheduled on the Debtor’s
schedules and such ¢laim is not scheduled as disputed,
contingent, or unliquidated, and (2} no party in interest has
objected to the claim. An interest iz deemed allowed if it is
scheduled and no party in intereat has cbjected t¢ the interest.
Congult Exhibits "A" and "B" to this Disclosure Statement to sae
how the Proponent has characterized your claim or interest,
(b) What Is an Impalred Claim/Interest

As noted abeve, an allowed claim or interest only has the
right to vote if it is in a ¢lass that is impaired under the
Plan. A class is impaired if the Plan alters the lagal,
equitable, or contractual rights of the members of that class.
For example, a class comprised of general unsecured clzims is
impaired if the Plan faills to pay the members of that class 100%
of what they are owed.

In this case, the Proponents belleve that Class 1 and Class
2 are impaired and that helders of claims and/or interests in
each of these classes are therefore entitled to vote to accept or
reject the Plan, Parties who dispute the Proponents’
characterization of their claim or interest as being impaired or
unimpaired may file an objectien to the Plan contending that the
Proponents have incerrectly charactarized the class.

3, Who is Not Entitled to Vote

The follewing four types of claims are not entitled to vote:
(1) claims that have been disallowed; (2} claims in unimpaired
classes; {3) claims entitled to priocrity pursgant to Code
sections 507{a) (1), (a}(2), and {a)(8); and {4) claims in classes

that do not receive or retain any value under the Plan., Claims

709437.03/6¢
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chapter 7 liquidatien, and whether the Plan is feasible, 'These
requirements are not the only requirements for cenfirmatien.

A, Who May Vote or Cbject

1. Who May Object te Confirmation of the Plan

Any party in interest may object to the confirmation of the
Flan, but as explained below not everyone is entitlsd to vote to
accept or reject the Plan.

2. Who May Vote to Accept/Reject the Plan

A creditor or interest holder has a right to vote for or
against the Plan if that ¢reditor or interest holder has a ¢laim
which is both (1} allowed or allowed for voting purpases and (%)
classified in an impaired class.

(a) What Is an Allowed Claim/Interest

As noted akove, a creditor or interest holder must firat
have an allowed c¢laim or interest tc have the right to vote.
Generally, any preof of claim or interest will be allowed, unless
a party in interest brings a motion objecting to the clajm. When
an objaction to a claim or interest is filed, the crediter or
interest holder holding the claim or interest cannot vote unless
the Court, after notice and hearing, either overrulas the
objection or allews the ¢laim or interest for voting purposas.

THE BAR DATE FOR FILING A PROCF CF CLAIM IN RTLAS' ORIGINAL
CHAPTER 11 CA3SE WﬂS NOVEMBER 17, 1999. PURSUANT TO RULE 3002(c}
OF THE FEDERAL RULES OF BANKRUPTCY PROCEDURE, THE LAST DAY TO
FILE CLARIMS IN ATLAS' CONVERTED CHAPTER 7 CASE WAS JUNE 25, 2002.
The Proponents contend that such bar date is now applicable. A
craditor ¢r interest holder may have an allowed claim or interest
gven if a proof of claim or interest was not timely filed. &

T08L37.03/0C 26

in unimpaired classes are not entitled to vote because such
c¢lasses are desmed to have accepted the Plan. Claims entitled to
priority pursuant t¢ Code sections 507(a){l), (a}(2), and {(a)!7)
are not entitled to vote because such claims are not placed in
classes and thay ate required to receive certain treatment
specified by the Code. Claims in classes that do not receive or
retain any value under the Flan do.not vote because such claszes
are deemed to have rejected the Flan. EVEN IF YOUR CLAIM IS OF
THE TYPE DESCRIBED RECVE, YOU MAY STILL HAVE A RIGHT TC OBJECT TO
THE CONFIRMATION OF THE PLAN.

4. Who Can Vote in More Than One Class

A craditor whose claim has been allcowed in part as a secured
claim and in part as an unsecured claim is entitled to accept or
reject a Plan in both capacities by casting one ballot for the
secured part of the claim and another ballet for the unsecured
¢laim. The Proponents do not believe that any Rllowed Claims fit
this description.

5. Votes Necessary to Confirm the Plan

If impaired classes exist, the Court cannot confirm the Plan
unless (1) at least one impaired class has accepted the Plan
without counting the votes of any insiders within that class, or
{2) all impaired classes have voted to a;cept the Plan. In this
case, the Froponents centend that Class 1 and Class 2 are

impaired classes that are eligible to vote on the Plan.

6. Voteg Necegsary for a Class to Accept the Plan

A ¢lass of claims is considered to have accepted the Plan
when more than cne-half (1/2} in number and at least two-thirda
(2/3) in dollar ameunt of the claims which actually voted, voted

709437.62/00
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in favor of the Plan. A class of interests is considered to have
accepted the Plan when at least two-thirds (2/3) in amount of the
interest-holders of such class which actually voted, voted to
accept the Plan.

7. Treatment of Nonsccepting Clasgses

As noted above, if at least one impaired class accepts the
proposed Plan, the Court may confirm the flan if the nonaccepting
classes are treated In the manner required by the Code. The
process by which nonaccepting classes are forced to be bound by
the terms of the Plan is commonly referred to as "cramdown." The
Code allows the Plan to be "c¢rammed down™ on nonaccepting classes
of claims or interests if it meets all consensual requirements
except the voting requirements of 1129(a}(B) and if the Plan does
not "discriminate uqfairly" and 1s "fair and eguitable" toward
each impaired class that has not voted to accept the Plan as
referred to in 11 U.5.C. § 1129(b) and applicable case law.

Section 1128 (b} {2} provides that for a plan to be "fair and
equitable™ with respect to an cbjecting class of ﬁnsecu:ed
claims, the plan must provide sither (i) that sach holder of a
claim of such class receive or retain on account of such claim
property of a value, as of the effective date of the plan, equal
to the allowed amount of such claim; or (ii} the holder of any
claim or interest that is Jjunior to the claims of such class will
not receive or retain under the plan on account of such junicr
claim or interest any property. Thia provision is described in
applicable case law as the "absolute priority rule." See Bank of

Amsrica Nat., Trust and Sav. Asa'n v. 703 North LaSalle Street

Partnership, 526 U.5. 434, 11% s.ct. 1411 (U.5. 1999). 1In

109427 ,03/0C
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Moreover, no party has attempted tc present an alternative
plan in this case, notwithstanding the fact that Atlas lost its
exclusivity rights within the first week of its original
chapter 11 case and that exclusivity expired in this case in June
2004. ‘It jis extremely unlikely that any third party would bid on
the equity interests in Atlas, given the fact that the primary
"asset” of Atlas - its NCL's - would not be of any value to any
new ownership. Accordingly, Galewick submits that the absciute
priority rule would be satisfied, if indeed it is ever implicated
in this case.

B. Liguidatjon Analysis

Another confirmation requirement is the "Best Interest
Test," whigh requires a liquidation analysis. Under the Best
Interest Test, if a claimant or interest hclder is in an impaired
class and that claimant or interest holder does not vote to
accept the Plan, then that claimant or interest holder must
receive or retain under the Plan property of a value not less
than the amount that such holder would receive or retain if the
Debtor were liquidated under chapter 7 of the Bankruptcy Code.

In & chapter 7 case, thes debtor’s assets are usually sold by
a chapter 7 trustee. Secursd creditors are paid first from the
sales proceeds of properties on which the secured creditor has a
lien. Administrative claims are paid next. Next, upsecured
creditors are paid from any remaining sales proceeds, according
to their rights to pricrity. Unsecured creditors with the same
priority share in proportion te the amount of their allowed claim

in relationship to the amount of total allowed unsecured claims.

09417, 03700
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La Salle, the Supreme Court aasumed that the section 1129(b) (2}
absolute pricrity rule contailns a "new value" corollary or
exception, such that a debtor's prebankruptcy equity holders may
contribute new value to the bankruptcy estate and retzin their
interests, but held that such a plan must allow others to compete
for that sqguity or to propose a competing recorganization plan.
Id.

Because the Pian provides for Galewick to retain his
interest in Atlas without payment in full to senior classes, the
absolute priority rule may be implicated in this case. At this
time, however, it has not yet been determined whether ahy Class
of creditors object to the Plan. Only in the event that a Class
votes to reject the Plan will the absclute priority rule be at
iasuve.

In the eyent that a Class objects to the Plan, however,
Galewick and Atlas assert that the Plan complies with the
absolute priority rule under the new vaiue exception, and that
cramdown would be permissible, As set forth above, Galewick is
contributing and will contribute substantial funds to pay for the
administration of this chaptar 11 case to ensure that unsecured
creditors receive a distribution. To date, Galewick has ingurred
over §70,000 in attorneys' fees and expenses in connection with
this chapter 11 case, and reasonably expects to incur at least
$30,00C more. Additionally, Galewick will fund payment of Atlas'
counsel's fees and expenses, which are estimated to be
approximately %20,000. Accordingly, given the amount of assets
and claims in this case, Galewick asserts that he is making a
substantial contribution of new valus.

0843703400 20

Finally, interest holders receive the balance that remains after
all creditors are pald, if any.

For the Court to be able to confirm the Plan, the Court must
find that all creditors and interest holders who do not accept
the Plan will receive at least as much under the Plan as such
helders would receive undér a chapter 7 liquidation. The Plan
Proponents maintain that this requirement is met because
Claimants will_receive distributiona in the full, gross amount of
the funds in the Restricted Account {(less Pre-Conversion
Administrative Expenses), rather than the net amount of such
funds after accounting for additional chapter 7 administrative
expenses,

Below is a demonstration, in balance sheet formzt, that all
creditors and interest holders will recelwe at least as much
vnder the Plan as such creditor or interest holder would recejve
under a chapter 7 liquidation.
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ASSETS VALUED AT LIQUIDATION VALUES:

CURRENT ASSETS

a. Cash on hand $42,300.00
B Accounts receivablie 30.00
<. Inventories $0.00
TOTAL CURRENT ASSETS $42,300.00
FIXED ASSETS
a. Office furniture & eguipment $0.00
b. Machinery & equipment $0.00
c. Automobiles . $0.00
d. Buildings & land $0.00
TOTAL FIXED ASSETS 50.00
OTHER ASSETS
a. Customer list
b. Cther intangibles
TOTRL QTHER ASSETS $0.00

TOTAL ASSETS AT LIQUIDATION VALUE $42,300.00
Less: Secured creditor's recovery $0.00
Less: chapter 7 trustee fees and expenses 517,3%2.91

Less: chapter 11 administrative expenses $0.00 (Payment

funded by

Galewick, not

bankruptecy

estate}

Less: Priority claims, excluding 51,332,061
administrative expense claims ! "

Less: QDebtor's claimed exemptions $0.00

(1) Balance for unsecured claims $23,574,20

{2} Total amount of unsecured claims $150,000.00

04437, 03 700
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the orderly liquidation of the existing Property of the Estate,
the distribution of funds from the Restricted Account and the
continued corporate existence of the Debtor. Payments to
Claimants are net dependent upon the Debtor's post-Effective Date
operations. Because, as it pertains to Claimants, the Plan is
primarily a ligquidating Plan, there is no substantial feasibility
issue,

V. EFFECT OF CONFIRMATION OF PLAN

A. Biacharge

The Plan provides that upon the Effective Date, Debtor shall
be discharged of liability for payment of debts incurred before
confirmation of the Plan, te the extent specified in-11
U.5.C. § 1141. However, the discharge will not dlscharge any
liability imposed by the Plan.

B. Reveiting of Property in the Debter

Except es provided elsewhere in the Plan, the confirmation
of the Plan revests all of the Property of the Estate in the
Reorganized Debtor including, without limitation, all of the tax
attributes of the Debtor.

C. Modification of Plan

The Propcnents of the Plan may modify the Plan at any time
before confirmation. However, the Court may require a new
disclosure statement and/or reveting on the Plan.

The Propongnts of the Plan may alsc seek to modify the Plan
at any time after confirmaticn only if (1) the Plan has not been
substantially consummated and {(2) the Court authorizes the

proposed modifications after notice and a hearing.

709437 03r0C
-35-

ip
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

FS

~ @ a

10
11
12
13
14
15
16
17
1
18
20
21

2

[X]

23
24
25
26
27
28

Mbtiton Lack

Mian
Sty

T L
% OF THEIR CLAIMS WHICH UNSECURED CREDITORS WOULD RECEIVE OR
RETAIN IN A CH, 7 LIQUIDATION':
% OF THEIR CLAIMS NHICH UNSECURBD CREDITORS HOULD RECEIVE QR
RETAIN UNDER THE PLAN®: = 15.7%
Below is a demonstratien, in tabular fermat, that all
creditors and interest holders will receive at least as much

under the Plan as such creditor or holder would receive under a

chapter 7 liguidaticn.

Payout Parcentage Undsr the Payout Percentage In
Clalms & Ctanass Plan chapter 7 Liquidation
Administrative Claims 100% 400%
Piarily Tax Claims 100% 0%
Class 1- Unaacurad Pricrity 100% 0%
Claims
Clags 2 — Unsecured Nonpriority 15.7% 0%
Clalms
Class 3 - Intarast Haider Obtains 100% interest In 0%
Reorganizad Debtor

Rz demonstrated above, holders of Allowed Class Z Claims
shall receive roughly double what they would otherwise he likely

to receive through a chapter 7 liquidation.

c. Faazibility

In order for the Court to ¢onfirm the Flan, the Court must
find that confirmation is not likely to be followed by the
liquidation or need for further financial recrganizatien of the
Debtor cther than what is provided for under the Plan. This is
commonly referred to as the "feasibility test.”™ The Plan

Proponents believe that the Plan is feasible as it provides for

' Note: If this percentage is greater than the amount to be paid
to the unsecured creditors on a "present value basis" under the
Plan, the Plan is not confirmable unless the Proponents cbtain
acceptance by every creditor in an impalred class.

® Assumes that the Pre-Conversion Administrative Expense claims
of Joseph and his counsel are allowed in full. Atlas and
Galewick reserve their rights to object to such claims.

705427,00/50
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b. Post-Confirmation Status Report

Within 120 days of the entry of the srder confirming the
2lan, the Plan Proponents shall file a status report with the
Court explaining what progress has been made toward consummation
of the confi.:med Plan. The status report shall be served on the
United States Trustee, the twenty largest unsecured creditors,
and those parties who have requested special notice. Further
status reports shall be filed every 120 days and served on the
same entities.

E. Post-Confirmation Conversion/Dismissal

A creditor or party in interést may bring a motion to
convert or dismiss the cas.e under § 1112(b}, after the PFlan is
confirmed, if there is a defauwlt in performing the Plan. If the
Court orders the case converted to chapter 7 after the Plan is
confirmed, then all property that had been property of the
chapter 11 estate, and that has not been disbursed pursuant to
the Plan, will revest in the chapter 7 estate, The automatic
stay will be reimposed upon the revested property, but only to
the extent that relief from stay was not previously authorized by
the Court during this case.

The crder confirming the Plan may also be revoked under very
limited circumstances., The Court may revoke the order if the
order of confirmation was procured by fraud and if the party in

interest brings an adversary proceeding to revoke confirmation

within 180 days after the entry of the order of confirmation.

70843703500
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i F. Final Decree
2 oOnce the estate has been fully adwinisterad as referred to
3!in Bankruptey Rule 3022, the Plan Froponent, or other party as
4|the Court shall designate in the Plan Confirmation Order, smhall
slfile a motion with the Court to cbtain & final decree to closs
6|the caae.
7|bated: Septamber 7, 2004 SPACH, CRPAL|
8
5 By:
10 2
Debtor in! Posseasion
11 Atlas Equity, Inc.
12
13 |Datad: Septembar 7, 2004 ALLEN MATKINS LECK GRMBLE &
MALLORY LLP
14
15 ay:
16 # KENNETK HENMESAY, JR.
Attornepd for Intereat Holdsr
17 Vinceng . Galawick
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Inie  Atlas Equity, Inc. Caze No.__8A98-22044-8
Debtor

SCHEDULE E. CREDITORS HOLDING UNSECURED PRIORITY CLAIMS

A tomplete Tiat of cluimi enfitled to priority. listed sepacutely by type of priorily, is 1o be 48l Tonth on the aheets providad, Only holders of
unsecured clsims entiied 10 pricrily shoukd be listed in this schedule. In the boxes provided on the atached sheets, stae the naere, mailing address,
including 2ip code, and layl fout digils of the dccount number, if sny, of all entities holdiag priorily claima agsinal the d=blor o¢ the property of the
debior, £a of the data of tha filing of the patkicn.

Ifuny entlty other thas v spowle in a joinl case may be jomdy liable on a claim, place en X" in the column beled *Codebior”, include the ity
an the approprisie schadule of creditons, and complete Schedula H-Codebtors. 1 e joinl pediion it Bled, staie whather husbnd, wife, bolh of them or
the mariie) contmunity may be linble on esch ¢hilm by placing an “H", "W, *I", or “C® in the column Jabeled “Husband, Wife, Joint, oz Communiiy”,

I{ the cluim s conungent, place an "X in the column Isheled "Contingent”, IT the cleim iz unliquidsied, place an "X” i the colurmn lebeled
"Unliquidaled®. U the ¢laim iy didputed, place s "X" In the tclumn Wbeled "THsputed®. (You may peed 1o place an “X” in more than one of these three
columng.)

Report (he tolal af cleims listed on esch sheel in the boz Inbeled “Subioeel” on sach shael. Report the wial of wll clxims fsted on this Schedule B
in e box labeled "Towl™ on tha leil khest of the compleied 1chedule. Repest thin ttal akao on the Summary of Schedules.

[] Chack this boa if deblor has 5o creditors helding unsscured prionky claime to ssport on this Schedule B
TYPES OF PRIORITY CLAIMS {Chack the approprisie bos(es) below if ¢laima in that volegory are lisied on the aliached shests}

D Exteasions of credit in an involuntary case

s wrising in the ordimry coursz of the detéor’s business or fincogial aftelrs fier the commencemant of the cuae bul befose the esrlier of
rent of u trustee or the arder for aelief. 11 USC. § S0%{a)2).

B Wages, salaris, ond commissions

Wages, salaries, and commissions, including vacation, seversnce, and aick leave pay uwing 1o employees ané commlssions awing o qualifying
independent sales represspiatives up 1094,925% per persoa samed within S0 duys immedimely preceding the filing of the origieal petition, or the
- cerswion of buslacas, which ever oocurred firs. 1o the ealoal provided In 11 L.S.C. 8§ 507 (i),

D Centributlonn is employee benafit plans

Mosey owed to employee benefh ptans far sarviees rendered within 180 deys immedintely preceding the filing of the original petition, ar e
cessaiian of buainean, whichever occunrad fin, to the extent provided in 11 US.C. § S07(8X4).

L} Certain farmers and Sahermen
Cliims of connin farmeca snd [shermen, up i $4,925 par [armer oz fsherman, sgainal the deblar, a3 provided in (1 US.C. § S07{aK5).

O Depeails by Individusls

Claima of individuals up 1o 52,725% far deposits for the purchase, lease, or renlal ef property or services for personat, family, of hausehold use,
et were not delivered or provided. 11 LL5.C. § 507a)6).
a Allyeony, Mulatenaace, or Bopport

Claims of » gpouse, fomiet spouse, o7 child of the dabioe for alimony, mginienance, or suppon, 1o the 2atent pravided in 11 .5 C. § 507(sXN.
O Taxes and Certoln Other Bebta Owed (w Gavernmentul Unita

‘Tahes, cusloms duliea, and penalties owing lo federal, atatz, end locul governmeznial vhits 81 3¢l forth in 11 U.S.C § SOT(NE).
L) Commitmants to Mainisle the Capitsd of an Inaured Depository Lstiution

Claims based on commilmenis fa the FDIC, RTC, Director of the Office of Thrifl Supzrvision, Compirolier of the Currency, or Board of Cavernors.
of the Federa? Reserve Sysiem, of their predecesstrs or nucoeasors, (o inainiain the copital of an insured deposiiory inntlton. 11 US.C. § 307(a)9).

‘I-:mnnnu are pubject to adjusiment on Apal |, 2007, and eyery thres yeary ihereafier with respect tn razes commenced ofi of afuer the dute of
jjustment. .
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Case No.__ SASR-27044-AA

SCHEDULE E. CREDITORS HOLDING UNSECURED PRIORITY CLAIMS

(Continuation Sheet)

niaries, and commissions

TYES OF PRIORTTY
CREDITOR'S NAME 2 e, Joles o0 Coomirairly clu Fr
AND MAILING ADDRESS 2lu 1815, AMOUNT
¢ DATE CLAIM WAS INCURRED TOTAL AMOUNT
INCLUDINGZIPCODE [Ri%)  AnD CONSIDERATION FOR CLAIM [t |9|D ~ drciame | ENTTLEDTD
i |8ty PRIORITY
afc £|olp
Tam o digh o T3
Somen o, 11981283 H
Bralthwalte Trevor Commissinng HER
1855 Sherington Place, #M-124
Nawpori Baach, CA 52883 .
pEA k] 3313
S 12721788
Brawn Wintreus jCemmissions !
14160 Redhill Avanus, 427 10/1/88 47.00
Tustin, GA 82730 _|1z2vies 92.00
133.00 135.00
el 181 288
Cummings Alan | |commissions
200 E 161h A
Costa Mazs, CA 92527 .
480.37 40037
Pl 11312798
Damewood Doug Cammisxzlons
22448 Echo Ganyon Court
Coronwm, CA $1719 .
18.09 16,09
Lart four
| St 11881218 -
DiSarre Lynn Commissions
14 Donatalto
Allac Visjo, CA 52858 .
240 240
Sheet 1 of 3 cantnasiion sheets snached o Subipul 7088
Schedule of Creditars Holding Unsecured Friorily Claima (Total of this pege)
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Inte Atlax Equity, koo,

Case No.__SAQD-27044RA

Deblor

SCHEDULE E. CREDITORS HOLDING UNSECURED PRIORITY CLAIMS
{Continuation Sheet)

Wagas, s#lariss, and commisslons

P B - Comiruaat [Res, W4} + H00 USEL, i D o Cobpati

@ ¢

Case No. _§AS8-2T44-RA

Tnre Atlag Equily, Ine.

Debtor

SCHEDULE E. CREDITORS HOLDING UNSECURED PRICRITY CLAIMS
{Continuation Sheet) :

Vagaa, salaries, and commissions

TYPE OF FRIORITY TYPE OF PRIORITY
SRIRGE,, [ m— i Ty W N e iR o
AND M, A S " DATE CLAIM WAS INCURRED 3 TOTAL amounT| AND MAILING ADDRES B DATE CLAIM WAS INCURRED Fitle AMOUNT
F HHH H TATAL AMOUNT
INCLUDING ZIF CODE 3|s| rvmcossmeRaTcNRGacLam L |8|§] T oFcLam | EMTITTED T INCLUDING ZIP CODE 2i¥|  ANDCONSIDERATION FOR cLam (1 1818! ™ GF el B 1o
HE HAEH HE HHH
K HH
San ol o 11/98.12/98 T é ol 11%8-12/80 T E
Kroakar Todd Commissions Semprinl fosaph Commieaions BEE
€800 W Oreanfiont 1121 Sandl Lane
Nawport Baach, CA 92663 _ Costs Mass, CA 92627 .
a5y an.90 59.01 55.03
P e 1190128 Lor i ol o VI/BB-12008
Lund David Commissons Staul Xslth . CommJssians
180 22nd Sirest, 28 1507 W Frances Driva
Costa Muan, Ca 92827 A Anansim, CA 52001 :
5008 50.44 104,85 101,85
i 11498 Lot o o of 11081298
Matthaws James Commisalons. Wanlgar Merk Commissions
5201 Lincoln Avanus, #2B4 13122 Cortina
Cypreas, CA 50630 N Tuntin, C 92800 3
105.08 105.08 g B34
L s G Y [as o g f
Nesl Marche 1211798 189.00
24688 Fraaport Driva 12188 3E.00
Movena Velley, CA 92551 _
225.00 225.00
52;.‘:7.7‘.“" - Vandor Mma
Anymer dason 1211758 76.00
222 Ha 12H8/48 225.00
Irvine, CA 92620 .
300.00 300.00
Shemt & of 3 continuation sheeie siached ta Samoig) o151 Sheet @ of 3 conlipuniion sheetr sitached 1o Subtotal 206,72
Sshodule of Crediwon Holdiag Unteeured Priotity Claima (Total of this page) Scheduln of Creditons Holding Ustecured Priority Claims (Total of thiz page)
Toual 1,699.22
& . y (Repon on Summary of Schedules)
) EXH a
BIT_Z_PAGE ¥ ottt e, S 2 EXHIBIT A_PAGE./.

Clopymgt {5 1990-2004 - Sesd Cata Sokiona, e, - €vmnaten, B, - (H00] 4820037
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Inre Atlas Equity, Ing,

Case No. __SAFS-27044-R8

Deblor

AMENDED
s 3 ok A bl GRS, QRS HRLRING UNSEGURER NONPRIORITY. CLAINS ...,
wilhoul peicrly againat Ihe debios or the propenty of the debios, ax of the date of Fling of the petition. Do nol include claima liated i Schadutes [ and
E. 1 al) eroditony not M2 og this page, use the conlinuation thezl pravided,

IF any extily cther thi # 3poust in & joiat caze may be joinly lisble on & clsim, place a the column kbsled “Codebior”, include Ihe emiity
an the spproprists sshedule of credlions, nd complets Schedule H - Codehtors. If & joini paction ia file<, sinic whether hurband, witk, both of theen. o
the marital cotrunity maybe liable o3 sach claics by placing an "H", W=, “J*, &t “C* in the cahuma labeied "Husbard, Wife, Joini, o1 Commun

I the cluim ia coalingent, plecs o "X* i the column tabeied "Contingent™, If the chaim is unliquidsied, place o in the calumn |gbsled
“Unliquidsied”. If the claim i disputad, place an "X* in the eolume lebeled "Dispuled”. {You may eed 1o place on more thaa one of thess three
columng.}

Repan the totl af all elzima lisied on thie avhedule in the box lebeted *Tolsl" on the Jail shest of the compleied schedule, Repon this olal alsa on
the Summary of Schedules.

D0 Check this bax if debiar has ng credlions holding unsecured chaims w vzpon o thia Schedule F.

CREDITOR'S NAME G [ omtar, vin, s, or Commuriy BEE
AND MAILING ADDRESS eln all]e
LAIM WaS INCURRED AND i H
INCLUDING Zi7, CODR 9] colmbektion ron ci e otone |75
i IS SUBJECT TQ SETGFF, S0 STATE. 31| AMOUNTOFCLAIM
n Ejc|p
TR Nfa
Pt el 121888 LS
Cuslomar Ovarprymant w1 e |
Aboul Face Graphica
PO Box 8347 -
ngline Villags, NV 35452
7.08
RRGE )
Customer Overpayment
Irvine, CA bzé1a
1.2
[Tamroe g d K
Fua
Alsbama Public Sarvics Comm
PO Sox 551 -
Montgomary, AL 36101 .
25.00
Liw fows cipi of 12/7HRE
[
54D Faud Falr
33680 E. Vineywrd Avanus
Oxnard, CA 83030
2159
5 . Sublotal 588
38 continustiun sheets ntached CTousl of tis pege) .
EXHIBIT_E__PAGE Y3
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inre Atlas Equlty, Ine, Case Mo __SABB-27(da-RA
Debtor
AMENDED
SCHEDULE F. CREDITORS HOLDING UNSECURED NONPRIGRITY CLAIMS
: (Continuation Sheel)
AR i s H N — K
A L] NiL|s
et b 24 coos S| copmotamussnommn e 1712
gl 1§ SUBJECT TO SETOFF, 50 5TATE. e AMDUNT OF CLAIM
alo
WA
= 11/44/98 30586 TiE
12/03/98 305.88 | 5] |
Bultors 12122198 30438
PO Box 18182 12/22/08 30686
|Nowmark, HJ 07181
Vendar
172138
T 1Bi528
T~ Vendor
Blllsott Ine.
8829 Bond Strawt -
Ovarlend Park, KS 86214
500.00
<X 1200298 431.80
= 1200098 702.00
Bransky Parsonnel Ing, 121880 79040
2082 Micheisan Drive, #212 12722/98 G44.8D
Irvina, CA 928129213
Vandar
2,568.80
[ B 110380 433.08
- 12/22/80 108.39
Cempumall 1212288 A432.T1
PO Box 272275
Concord, CA 84527-2275 Vendar
1,032.18
| S e 11/26/8
Vandar
Cybarkidz Lid |
20822 Ventura Bhd #372 R
Woodland Hills, CA 91364
75,769.32
Shezino. 1 __ of _10_ sheets stiached ta Schedulz of Suburai
Crediton Hokding Ungecured Nonpriarity Cliima {Total of thin page) §1,551.64
EXHIBIT &_PAGE 13
Cop MO [F] 19082004 - 15 Gl SO0, WS, » Bvrbton, L - HOD] 492-8007

Farms B - Cominund i, 1200

o Cuag Bprkupeey

T VIBE, Coriral Dis ikt of €8 o

Ince  Atles Equity,inc. CoseNo.__SASB70¢4-RA,
Debtor
AMENDED
SCHEDULE F. CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS
{Continuation Sheet}
anDgons NAME é P, o, i HAAR
AND MAILING ADDRESS " ufi]e
' DATE CLAIM WAS INCURRED AND T|)e
INCLUDING ZIF CODE #{¥|  consiDERATION#oRcLAM, woLam  L[S[Y L.,
gle 1S SUBJECT TO SETOFR, SO STATE, #hle IGUNT OF CLAIM
IS FETPTTY B
| i Yo 1f] |
Epoch Networks
18201 Von Kayman §ih Fl, -
levlne, CA 92612
1,775.00
L o i o 09/30/52 1,680.50
10121/80 4,675.34 -
Firsl Union Hatlonel Bank 1500/80 4,271.09
PO Box 801013 - | 122298 2,660.84
Cherlotta, NG 28260
Vendar
13,507.87
rer—
e Feax
Plaride Public Sarvics Comm
2840 Chumand Osk Blve. -
TaRkshassws, Fi, 32358
50.00
Pt ol For noticing purposes only
Franchise Tax Bosrd
PO Box 842857 -
Bperamenio, CA 842970531
2.00
I.—i-w:-‘ﬁl 12/22/80
1or legal
Gnlewiok, Vince
825 The Cliy Drive, Suite 150 -
2range, CA §2888
2,300.04
Shootno, __3__ of _10__ sheeqs wriached o Schedule of Sublotal 1
Creditors Halding Unzecured Moaprierity Cluime (Tolal of ihis pege} B

Catgrpiip 48] V902004 - Beral Casa Soiubani, e - Evansian. 1L - (800) 418037

EXHIBIT 8 PAGE_Y¥S
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Inre Alins Equity, Inc.

Inre Atlas Equlty, Inc. Case No.__SA08-27044-RA
Dabior
AMENDED
SCHEDULE F. CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS
(Continuation Sheet)
CREDITORS NAMB g Mo, rur, o Comnurity g[uTo
a9
A e AnDRESS £l DATE CLAIM WAS INCURRED AND |12
HIp CONSIDERATION FOR CLAIM. TRCLAIM [} [3]%
HE 1$ BUBJECT TO SETOFP, 5O STATE. I AMOUNT OF CLAIM
. HiA
[ 10/29/98 2,054.70 e
11727598 218188 | lof ]
Datapross Inc. 121008 2,058 50
1451 N, Aica Avenus #A -
Oanard, CA 53030-7934 Vandor
828018
e S /%80
Far -
Departmani of Commesca
Siate of Utah -
1BAEINE
PO Sox 45801
Sull Lake Clty, UT B4145-0801 2000
:,,,E.;a‘ 11M6/88 125.00
12722088 50.00
Cept. of Commarcu/Consumar Affairs
1010 Richards Strest - |Fee
Honaotuks, H 98810
475.00
P 14608
Vandor
Ciraciiona on Misrosstt )
15127 NE 24th Stresn, §228 -
Rectmond, WA B8052-5547
1,065.00
Lot o cigha ot 1130/90
ACEoN0i Hg.
Employss Relmburssmant
Dzon, Castio
15208 Haytord Sirest -
La MWireda, CA 90838
400.00
Sheetno, _2__ of 10 sheris aitached 1o Schadule of Subatal
Crediiors Halding Untecured Nonprioriiy Claims (Total of ihis page) 785310
EXHIBIT_£__PAGE_YY
Cirmpht {2} 15940- 5004 - Bes Caan Rohslons. inc. - Fumnpon, i - (ID0) ¥ B087 Bl Case Barkawpity

300) UINC. Carnrat Diaries of Cotboridn

Debtor

CaseNo.__BADM-Z7T044-RA

AMENDED
SCHEDULE F. CREDITORS HOLDING UNSECURED NONPRIORITY CLATIMS
(Continuation Sheet)

CREDITOR'S NAME
AND MAILING ADDRESS
INCLUDING ZIF CODE

Da-mma0o)

Fhopbnd, Wiy, Jcdo, o Commurity

H
e
1l

<

DATE CLAIM WAS INCURRED AND
CONSIDERATION FOR CLAIM. IF CLAIM
15 SUBJECT TO SETOEP, SO STATS,

om-cae—0|

AMOUNT OF CLAIM

Tl o SR
Az He.

Hanxon Publicstions, Ing,
PO Box 574
Ansanis, CT 05401-0574

Vendor

Sxmnz-oTan]
[om—ra—co-rxe

[ToTour o

A o

$C0 Telezom Group, ine,
AHn: Accounts Receivable
Dupurimunt 283

Danver, CO L0201-0283

09/30/58
Nendor

a427.48

Dt g of
e

Winolw Commuerce Commission
52T E Cuphal Avenus
Springlield, IL 82794

12/22/53

Fam

100.00

TR o e &
| Aoyt by,

intarnal Revenue Servics
Special Protedurss/Benkr

PO Box 30212

Leaguna Higusl, CA 826070213

For neticing puraosss only

Ll o Chgitg of
| Actouni No

Internal Revanue Service
PO Box 12588
Fresno, CA 93172

For natking purposss only

Sheetna. 4 af 10 sheews alttched 1o Schedulz of
Creditors Holding Unazeured Manpriotity Cloima

Capysiont ioh 1908-FO04 « Bewi iy 8 ohulkor, I, - Ivanmiam, 1. - (MG} B2 8037

Subroint

(Total o thia pege}
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Inre  Avas Equby, Inc. CaseNo._ SAGR-27044.85 fmre _ Allas Equity, Inc. Coselo_SAdgT0AGRA
Debtor . Dicbior
AMENDED . AMENDED
SCHEDULE F. CREDITORS HOLDING UNSECURED NONPRIORITY CLATMS SCHEDULE F. CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS
(Continuation Shaet) (Cortinuation Sheet)
€ | e Wile, Joim, clulo
CREDITOR'S NAME § | b M, o Coromty HHR AN O NaME 3. W
AND MAILING & DDRESS gln DATE CLAIM WAS INCURSED AND ofbls NG DI 21 £l DATE CLAIM WAS CURRED AND HINH
WelRG cone 7| copimctmmnasemae, ol R I o LT 1 pR———
A 18 SUBJECT TO SETOFF, 50 STATE. gloie AMOUNT OF CLAIM 2le . - HHEB
; HH
X E T C) 5196 T
o T TR BE Pt 11 H
- Customesr Gredit 5] | Y Vendor LI5]
Karen's Crention Florlst lonarch A
105 Lakawbad Mall - a1 Buka Packuny
Lodl, CA 86242 r4ine, G
(X 0735
sl s Bgha of 121758
el ;:":'“ - Aoyt Vandor
Lnuluhn; Pept of Ruy & Tax ;;sluav;rr‘;‘:::h.un‘ Stront, 101 - '
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1250 492.5
[ FETFTT]
Taeaasa e
&’E&.’.“ }1’:‘5’" Vendor
Louislans. Dept of Rev & Ynx : g:':'s:;';::s“"_’ .
PO Box 201 .
PO Box 32200
Balon Rouge, LA 70821 Sait Laks Chy, UT 84150-0282
13.03 60.20
Tamx VO/0A8  1.08
Lo o e 12/01/58 11720088 1045
| Lo Custamer Cradit " I 2288 7! 27
N Pacific Bal 12/02/98
:'S'I"N'::i':l ZL'::'. ) - Faymenl Canter 120290 101 54 Wrieity
Aancolph, MA $2385 Van Nuys, CA 91388 };jﬂg: 1¥l e
1212088 26,50
46.90 122298 280.78 sro.rs
LI i B of 12401/83
G o 10715798 | Ssiviei
A o, Vendar Vandor
Pagamar|
) Wortdaom 768 The City Drive 5, -
5. Harbar 8lvd. #520 orm CA B2BES
Santa Aaw, CA 92704 ngs,
9,024.00 49875
: sched Subloal
Sheetno. _ 5. of 1R sheews awached 10 Scheduls of Subioial 2.105.42 (S:hnul no. __A_ ef 10, :I::;u il ;s.med“h of ol ﬂm:‘ e 147107
Cregiton Holding Unseaused Nonpricrity Cluims (ol of this poge) ' teditors Hakding Uasecured Nonpeiority Cleims
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AMENDED A G Sk Cl NONPRIORITY CL.
SCHEDULE F. CREDITORS HOLDING UNSECURED PRIORT' AIMS
SCHEDULE F. CREDITORS HOLDING UNSECURED NONPRIORITY CLAIMS {Continuation Sheet)
(Continuation Sheer)
G Wiy, Jolo, o Communty ¢[uie
CREDITOR'S NAME 3 T
VP g N — HH A MAILING ADDRASS £ln DATECLAM wes pcuRRED anD ¥ )| £
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e D) e !
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.00
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'm.'.“?. o 12/02/88
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Fes Sclamen Ross Grey & Co
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(Continuation Sheet)
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I. INTRODUCTION

Atlas Equity, Inc., dba Performance Telecom, dba Performance
Communications Services, dba Allen Richards & Associates ["Atlas"
or the “Debtor") is the Debteor in a Chapter 11 bankruptcy case.
On December 27, 1998, Atlas commenced a bankruptcy case by filing
its voluntary Chapter 11 petition under the Unired States
Bankruptcy Code ("Code®), 11 U.2.C. § 101 et seq. (the
“Bankruptey Code®) .’

This document is the Chapter 11 Plan ("Plan"} jointly
propoéed by Atlas and its sole interest helder Vincent EB.
Galewick ("Galewick") (Atlas and Galewick may be referred to
collectively herein as "Plan Proponents®). Sent to you in the
same en;elope as this document is the Disclosure Statement which
has been approved by the Court, and which is provided to help you
understand the Plan.

This is & reorganizing plan. The Plan Proponents seek to
accomplish payments under the Plan by making distributions of all
of the estate's cash on hand and to continue Atlas' business
through 2 merger with & non-debtor company, Vision Nevada, Inc.
{"VNI"}, on the Effective Date of the Plan. The Effective Date
of the proposed Flan shall be the date of entry of an order
conlirming the Plan or, if any objection is filed with respect to
confirmation of the Plan, the Effective Date shall be the second
business day after the tenth day after the order confirming the

Plan 1s entered by the Court ({the "Effective Date").

hs set forth in the accompanying Disclosure Statement, Atlas'
bankruptcy case was converted to a case under chapter 7 and
later re-converted Lo a case under chapter 11.

T dnsn

Tax Claims, & Claim is Allowed, in whole or part, to the extent
that: {a) (i) @ proof of claim was timely and properly filed with
the Court in accordance with the Federal Rules of Bankruptcy
Procedure and applicable local rules prior to the Bar Date:! or
(ii) it was listed in the Debtor's schedules filed pursuant to
section 521(1} of the Code és liquidated in amcunt and not
disputed or contingent, provided that a timely filed proof of
claim supersedes the scheduling of such Claim; or (b} based an an
application of a Professional Parson or request for payment of an
Administrative Expense Claim to the extent such application or
request is filed.and served on the Disbursing Agent on or before
the Administrative Bar Date and is subsequently approved by an
Order of the Court {whether before or after the Administrative
Bar Date). A Claim, however, is not “AlLowed".if, {a} an
objection to the allowance thereof has been timely filed on or
before any applicable pericd of limitation fixed by the Court;
and (b) any such objection has not been withdrawn or overruled,
in whole or in part, by a Final Order of the Court. MNothing in
the Plan may be construed to imply or mean that any Claim is
deemed Allowed under the Plan.

With respect to an Interest, an Interest is allowed to the
extent that (a) it was listed in the list of eguity security
holders filed by the Debter pursuant to Federal Rule of
EBankruptcy Procedure 1007{a}(3), provided that a timely-filed
proof of Interest shall supersede such listing; or (b a pruof of
Interest was filed with the Court prior to the Bar Date; and in

either case, an Interest as to which (i) no objection to the

allowance thereof has been timely filed on or before the Claims
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II. QFERATIVE TERMS

A. Definitions

1. Admipistrative Bar Date

The first Business Day that is thirty (30) days after the
Confirmation Qate. Except as otherwise set forth in the Plan,
any request for payment of an administrative expense (see
11 U.S5.C. § 503(a)) which is filed with the Court and/or served
on the Disbursing Agent efter the Administrative Bar Date will
not be aliowed and will have no effect upon the Plan, and the
holder of such late filed Administrative Expense Claim will have
no right to participate in any distributions under the Plan.

2. Administrative Expense Claims

Any cost or expense of administration of the Case that is
entitled to priority in accordance with sections 503(b) and
507(a} {1} of the Code and any fess and charges assessed against
the estate under chapter 123 of Title 28 of the United States
Code. Under the Plan, Administrative Expense Claims must be
filed and served on the Disbursing Agent on or before the
Administrative Bar Date in order to becoms Allowed Administrative
Expense Claims.

3. Allen Matkins

Allen Matkins Leck Gamble & Mallory LLP, a limited liability
partnership including professional corporations, its partners,
employees, agents, predecessors, SUCCES3Ors, assigns, and
affiliates.

4. Aliowed
With respect to any Claim including, without limitatien,

Rdministrative Expense Claims, Priority Claims and/or Priority

LIRS

Objection Date or such other applicable period of limitation
fized by the Court, or {ii) any objection has been overruled, in
whole or part, by a Final Order of the Court.
5. Atlas
Atlas Equity, Inc., dba Perfurmance Telecom, dba Performance
Communications Services, dba Allen Richards & Associates, a

Californie corporation.

6. Bankruptcy Code, or Code

Title 11 of the United States Code, 11 U.S.C. § 101 et seg.
7. Bar Date
As established by court order, the bar date is the last day
tor filing proofs of Claims or Interests. The bar date in Atlas'
coriginal chapter 11 case was November 17, 1999. Pursuant to Rule
3002(c) of the FRBP, the bar date in Atlas' converted chapter 7
case was June 25, 2002 (the "Bar Date"}. No additional bar date
has been set by the Court in Atlas' re-converted chapter 1! case.
No procf of Claim or Interest filed after the Bar Date will be
Allowed or will have any effect upon the Plan. The holder of
such late filed procf of Claim or Interest will have no right to
participate in any distributions under the Plan.
B. Business Day
Any day that is not & Saturday, Sunday, or legal holiday as
identified in Federal Rule of Bankruptcy Procedure 9006.
5. Case
The chapter 11 ¢ase commenced by Atlas on the Petition Date

and pending before the Court as Case No. SR S8-27044-RA.

(LR
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10. Cash
Lanul currency of the United States and equivalents
thereol, including, but not limited to, bank depasits, wire
transfers, checks, or other similar items,
11. <Causes Qf Action
All Causes of Action of any kind held by the Debtor whether
or not such Causes of Action are the subject of presently pending
lawsuits, adversary proceedings or appeals, including, without
limitation, {a) Causes of Action belonging to the Debtor as of
the Petition Date, (b} Causes of Action belonging to the Debtor
thal arose after the Petition Date; and (¢) rights exercisable by
the Debtor as Debtor in Fossession, & trustee, and/or Lhe
Disbursing Agents pursuant hereto and/or pursnant to section 50f,
510, 544, 545, 547, 548, 549, 550, or 553 of the Code.
12, Claim
A claim as such term is defined in section 101(5} of the
Coda.
13. Class
B class of Claims or Interests as classified in section
IITI.C of this Plan.
14. Code
The Bankruptcy Code,.as defined above.
15. Confirmation Date
The date upon which the Court enters the Confirmation Order.
16, Confirmation Order
The order (other than a minute order] entered by the Court

confirming the Plan pursuant to section 1128% of the Code.

I

as Modified on September 1, 2004" in its present form or as it

may be modified from time to time,

24. Effective Date
The Effective Date of the proposed Elan shall be the date of
entry of an order confirming the Plan or, if any objectien is
filed with respect to confirmation of the Plan, the Effective
Date shall be the date that is the second business day after the
tenth day after the Confirmation Date.
25. Final Order
"Final Order" means an order or judgment of the Bankruptcy
Court, or of any court of competent jurisdiction where there is
pending an action in which the Debtor is a party, which has not
been reversed, stayed, modified, or amended, and as' to which: {a)
the tims to appeal, petition for certiorari, or move for
reargument or rehearing has expired and as to which no appeal,
petition for certiorari, or other proceeding for reargument or
rehearing shall then be pending; or (b} any right teo appeal,
petition for certicrari, rearguwent, or rehearing shall have been
waived in writing in form and substance satisfactery to the
Deb;crs; or (¢} any appeal, petition for certiorari, -reargument
or rehearing has been resclved by the highest court te which the
order or judgment was appealed timely or from which certiorari,
reargument, or rehearing was sought.
26. Galewick
Vincent E. Galewick, the sole Interest Holder of Atlas,
27. Interest
The legal, equitable, and contractual rignts resulting from

being 2 holder of any equity interest in Atlas.
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17. <Contested Claim (§r Interest}

A Claim (or Inlerest) aé to which a proof of Claim (or
Interest) has been timely filed on or before the Bar Date or has
been deemed filed and that is not an Allowed Claiin {or Bllowed
;nterest).

6. gourt

The United States Bankruptcy Court for the Central Distriet
of California, Santa Ana DBivision, in which the Case is pending,
or such other court of competent jurisdiction in which the Caze
mazy be pending.

19, creditor

Any entity that is the holder of (i) a Claim that arose on
or before the Petitieon Date; or {ii) a Claim of the kind
specified in section 502(g), 502Z(h}), or 502(i) of the Code to the
extent that such Claim has not been disallowed by Court order.

20. Debtor

Atlas, as defined above.

21. Debtor In Possession

The Debtor, when exercising its rights, powers, and duties
under section 1107 of the Code.

22, Ppisbursing hgent

Atlas or any other person or entity who is approved by the
Courr at or after the Ccnfirma;ion Date to act as and undertake
the duties and responsibilities of Disbursing Agent pursuwant to
the provisions of this PBlan.

23. Disclosure Statement

The “Disclosure Statement of Debtor and Interest Holder

Vincent Galewick Describing Second Amended Joint Chapter 11 Plan,

LTINS
e

28. Interest Hplder
Any perscn or entity holding an Interest in Atlas (Galewick
is the only Interest Holder).

29.

December 22, 199F, the date on which the Debtor filed its
voluntary petition for relief under chapter 11 of the Code that
compenced- this Case.

30. Plan

The "Secend Amended Joint Chapter 11 Plan, as Modified on
September 1, 2004" filed jointly by the Debtor and Galewick, in
its present form or as it may be amended or modified from time to
time,

31. Plan Proponents
The Debtor and Galewick are the Plan Proponents.
32. Priority Clsim

Any Claim, other than an Administrative Expense Claim or
Priority Tax Claim, to the extent entitled to priority in payment
under section 507(a} of the Code.

33. priority Creditor

Any Creditor that is the holder of a Priority Claim, to the

extent of such Briority Claim.
34. Priority Tax Clain

Certain unsecured income, employment and other taxes

described by Code Section 507{a) (8).
35. Profesgional Person
Any person employed or to be compensated pursuant to section

326, 327, 328, 330, 331, 503ib), 1103, or 1107(b} of the Code.
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36, Property Of The Estate

All of the Debtors' respective assets and property of the
respective estates as defined by section 541 of the Code.

37. Reorganized Debtor
Atlas, as reorganized pursuant to the Plan, as of the
Effective Date, -
38. Restricted Account
Atlas' debtor~in-possession bank account, with respect to
which approximately $42,300 is currently on deposit and may only
be used or disbursed with Court approval.
39. Secured Cilaim
A Claim to the extent such Claim is secured as defined in
section 506 of the Code.
40. Unsecured Claim
Any Claim that is not a Secured Claim, Administrative
Expense Claim, Priority Tax Claim, or Priority Claim.
41, Unsecured Creditor
Any Creditor that is the holder of an Unsecured Claim, to
the extent of such Unsecured Claim.
42. VNI
Vision Nevada, Inc., a Nevada corporation.

III. CLASSIFICATION AND TREATMENT OF CLAIMS AND INTERESTS

A. General Overviaw

As reguired by the Bankruptcy Code, the Plan classifies
claims and interests in various classes according to their right
to priority of payments as provided in the Bankruptcy Code. The

Plan states whether each class of claims or interests is impaired

AL DU

a properly noticed fee application and the Court must rule on the
application. Only the amount of fees allowed by the Court will
be required tc.be paid under this Plan.

As indicated above, the Debter will need to pay
approximately $40,282.22 worth of Administrative Expense Claims
on the Effective Date of the Plan unless the claimant has agreed
to be paid later or the Court has not yet ruled on the Claim. As
indicated in the Disclosure Statement and below in Section III.D,
Means of Performing the Plan, Atlas will fund payment of post-
conversion chapter 1! administrative expenses through capital
contributions by Galewick on the Effective Date.

Additionally, Joseph has recently notified Atlas and
Galewick that he and his counsel assert pre-conversion
administrative expenses. Joseph has not filed his final report
with respect to the chapter 7 case nor any request for payment of
such administrative expenses. Atlas and Galewick reserve their
rights to sbject toc any request for payment of administrative
expenses by Joseph and his counsel ("Pre-Conversion
Administrative Expenses").

2. Priority Tax Claims

Pricrity Taxz Claims are certain unsecured income, employment

and other taxes described by Code Section 507(a) (8)}. BAtlas has

no Priority Tax Claims.

C. Classified Claims and Interests

1. Llassaz of Secursd Claims

Atlas believes that it has no allowable Secured Claims.

(only one proof of claim was filed asserting a Secured {laim, but
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or unimpaired. The Plan provides the treatment each class will
receive under the FPlan.

B.  Unclassified Claims

Certain types of claims are not placed inte votiny classes;
instead they are unclassified. They are neot considered impaired
and they do not vote on the Plan because they are automatically
entitied to specific treatment provided for them in the
Bankruptcy Code. As such, the Proponent has not placed the
fellowing cleims in & class. The treatment of these claims is
proviged below.

1. Administrative Expense Claims

ARdministrative Expense Claims are claims for costs or
expenses of administering the Debtor’s Chapter 11 case which are
allawed under Code Section 507({a) (1)}, including claims of
Professicnal Persons. The Code requires that all Administrative
Expense Claims be paid on the Effective Date of the Plan, unless
a particular claimant agrees to a different treatment.

The following chart lists all of the Debtor’s § %07 (a) (1)

Administrative Expense Claims and their treatment under the Plan:

Hame Amount Owsd T
Spach, Capaidi & Waggaman, LLP $20,000 (estmated) | Paid in full on Effective Dsle through
contributions by Galewick

James J. Joseph 36,622.77 Paid in fult on Effeclive Dale
| Canning Gill Diamond and Kollitz LLF 13659 45 Paid in full on Effective Date’
| Clerk's Office Feas Unknown Paid in full on Effetlive Date

Office of the LS Trustes Faes a Paid in full on Effective Dale

OTAL $40,282.32 -

Court Approval of Fees Required:

The Court must approve all professional fees listed in this
chart. For all fees except Clerk’s Office fees and U.5.

Trustee's fees, the professional in question must file and serve

0TI AL
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that claim on its face indicates that it is actuzlly a proof of
Interest in affiliates of Atlas - PAM IV and Telwest Income Fund,
Ltd. Accordingly, Atlas intends to file its objection to said
proof of claim.)

2. Claases of Priority Unaecured &laims

Certain Prierity Claims that are referred to in Code
Sections 50%{a}(3), (4), {(5), {6}, and (?) are required to be
placed in classes. These types of claims are entitled to
priority treatment as follows: the Code requires that each
holder of such a claim receive cash on the Effective Date equal
to the allowed amount of such claim. However, a class of
Priority Creditors may vote to accept deferred cash payments of a
value, as of the Effective Date, equal to the allowed amount of
such claims.

The following chart lists all classes containing Debtor’s
507{a) {3}, (4}, (%), (&), and (7)) Priority Claims and their

treatment under this Plan:

CLASS DESCRIFTION IMPAIRED TREATMENT
(YN}

1 Friofily unsecured claims Y «  Paid in full in cash on the firsi
pursuant to Bankruptcy Gode Business Day thel is 30 days
section 507(a)(3) after entry of an arder of this
+ Tolal emount of claims = Court atowing or disallowing

$1639.22 the iast of any request for
payment ol Pre-Conversion
Administralive Expenses.
3. Class of General Unsecured Claims

General Unsecured Claims are Unsecured Claims not entitled
to prierity under Code Section 567(a). The following chart
identifies this Plan’s treatment of the class containing all of

Debter's general unsecured claims:

LICEIT R AIES
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CLASS DESCRIPTION IMPAIRED TREATMENT

(YN}
2 General unsecured Glaimes Y
= Total amount of ckaims =
$148,500 (estimale ol total
aggregate smount of
Allowed Claims)

Payment interval = NiA

Payment matfinterval = N/A

Begin dale = Paid in lull in cash on the
first business day that is 30 days afler
anlry of an order of this Court allowing or
disallowing the last of any requesi for
payment of Pre-Conversion
Administrative Expenses.

End date = Paid in fult in cash on the
lirsl business day thal is 30 days after
entry of an arder of this Courl allowing or
disaliowing the last of any request for
payment of Pre-Conversion
Adrministrative Expenses

Interest rate % = Nik

Begin dale = N/A

Totaf Paycut = $23,807.09
{approximaie, Payout equals cash on
#and as of Ihe Effective Date, ‘ess the
amount necessary to salisfy all
unclassihied Priority Tax Claims, Allowed
Friority Claims in Class 1 and all Allowed
Pre-Conversion Adminisiralive Expenses)

.

4. Clasx of Interest Holdar

Interest Holders are the parties whe hold an ownership
interest {i.e., equity interest} in the Debtor. As a
corporation, Atlas' scle interest holder is Galewick - the holder
of all of its stock. The following chart identifies the Plan's

treatment of the class of interesl holder:

CLASS DESCRIPFTION IMPAIRED TREATMENT
(YN}
3 Interest holder Gakewick N Retains :nierest as 100% shareholder

of Recrganized Debtor, which will be
merged with Vision Nevada, Inc., a
Nevada corparation, on the Effactive

Date of the Flan

. Means of Faxforming the Plan

The purpese cof this Plan is two-fold: {1) to make
distributions to creditors that are greater than they would have

received through administration of the previous chapter 7 cass;

EURIER TS
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provide collection services related to previously charged-off
consumer telecom debt. To provide this service, Atlas'
management believes it would benefit Atlas ro merge with a
company with & charged-off consumer debt portfolic. In this
regard, Atlaes has identified Vision Nevada, Inc. ("VRI"), a
corporation wholly-owned by Galewick, as an appropriate merger
partner. VN1's business has traditionally invelved acquisition
and collection of charged-off debt {other than telecon-related
debt). VNI is interested in expanding its business to include
acquisition and coilection of telecom-related debt.

Effective as of the Effective Date of the Plan, Atlas will
merge with VNI. Atlas shall scquire al) of VNI's assets and
liabilities in a tax-free reorgantzation pursuant to Internal
Revenue Code section 36B(a) (1) {C). Galewick shall receive 100%
of the avtherized and issued stock of the merged company. VNI
will be dissolved. Atlas will continue operations of YNI's
business.

It is important to note that the application of NOL's is
restricted in the event of a change of ownership of hAtlas. 1n
effect, only Atlas, as owned by Galewick may take full advantage
of the NOL's. The NROL's may not be sold or otherwise liquidated
to pay creditors. Any change of ownership in Atlas (such as by
an suction of the eguity interests in the company} would alsc
destroy the value of the NOL's under applicable tax law.

1. Funding for the Plan

As set forth above, distributions under the Plan will be

funded by the Cash on hand available in the Restricted Account
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and (2} to allow Atlas to reorganize and preserve certain of its
tax attributes {in particular, its net operating loss carryovers
"NOL's") to offset future income tax liability to the benefit of
Galewick, Atlas' sole interest holder.

Prior to re-conversion of this case, Atlas' assets had been
liquidated and Joseph held approximately 542,000 in cash on hand.
The costs of ddministration of the chapter 7 case would have
further reduced the amount of cash on hand and likely would have
prevented any {or, at least, any meaningful) distribution to
creditors of Atlas. In contrast, the Plan provides that Galewick
will bear the cost of the remaining edministration of the &tlas
estate by paying all allowed post-re-conversion administrative
cleims in full. Consequently, rather than have the remaining
estate funds exhausted by administraltive expenses, all of the
funds on hand will be used to make distributions to creditors
holding claims as of the re-conversion of this case li.e., any
allowed fees of Joseph and his counsel accrued as of the time of
re-conversion and general unsecured creditors). As a result,
under chapter 11, Atlas' creditors and interest holders will
receive more in distributions and other benefits than they would
if the case were fully administered in 2 chapter 7.

In addition to the Plan's benefit to creditors, the Plan
will alsc benefit Galewick as an interest holder of Atlas. The
Flan provides for the merger of Atlas with another entity to
enable the post-merger Atlas to utilize substantial NCL's to
offset future ipcome tax liability. Galewick and Atlas have
determined that there exists an opportunity for Atlas te continue
its scltware development and collection services businesses to
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and by cepital contributions by Galewick for payment of post-
conversion chapter 11 Administrative Expense Claims.

2. Post-confirmstion Management

As of the Effective Date, Atlas, as merged with VNI, will be
the Recrganized Debtor. Galewick will be the 100% owner of the
Reorganized Debtor. The Reorganized Debtor will continue to
operate its business of acquiring distressed assets (primarily
portfolios of credit card accounts) and to generating income by
collecting, selling, or cotherwise disposing of such assets.

3.  Disbursing Agent

The Reorganized Debtor shall act as the Disbursing Agent for
the purpose of making all distribuvtions provided for under the
Plan, The Disbursing Agent shall serve without bond ang shall
receive no compensation for distribution services rendered and

expenses incurred pursuant to the Plan,

IV. TREATMENT OF MISCELLANEOUS ITEMS

A Execontory Contracts and Unexpired Ieases

Atlas is not a party toc any unexpired leases and executory .
contracts to be assumed or rejected under this Plan.

B. Changes in Ratas Subject to

Eggulatoxy Cotmiskion
roval
Atlas is not subject to governmental regulatory commission
approval of any rates.
c. Ratantion of Jurisdiction
The Court will retain jurisdiction to the extent provided by

law,
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v. EFFECT OF CONEIRMATION OF PLAN

A. Discharge

This Plan provides that upon the Effective Date, Debtor
shall be discharged of liability for payment of debts incurred
before confirmation of the Plan, to the extent specified in 11

U.5.C.§5 1141. However, the discharge will not discharge any
liability imposed by the Plan.

E. Revesting of Propsrty in the Debtor

Except as provided elsewhere in the Plan, the confirmation
of the Plan revests all of the Property of the Estate including,
without limitation, all of the tax attributes of the Debtor.

c. Modification of Plan

The Plan Proponents may modify the Plan at any time before
coptirmation., However, the Court may regquire a new disclosure
statement and/or reveting on the Plap if the Proponents modify
the Flan before confirmation.

The Plan Proponents may also seek to modify the Plan at any
time after confirmation so long as (1) the Plan has not been
substantially consummated and (2) if the Court authorizes the
pr&posed modifications after notice and a hearing.

D. Post-Confirmation Status Report -

Within 120 days of the entry of the order confirming the
Plan, Plan Proponents shall file a status report with the Court
explaining whali progress has been made toward consummation of the
confirmed Plan. The status report shall be served on the United
States Trustee, the twenty largest unsecured creditors, and those

parties who have requested special notice. Further status

TG G
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F. Finai Decrse

Once the estate has been fully administered as rxeferred to
in Bankruptcy Rule 3022, the Plan Propenents, ar sther party &s
the Court shall designate in the Plan Copfirmation Order, shall
file & motion with the Court to obtain a final decree to close
the case.
Dated: September 7, 2004

Poszession
Atlas Equity,

Ing.

Dated: BSeptember 7, 2004 ALLEN MATKINS LECK GAMBLE &

MALLORY LLP

By: o

B H HENRESRY, JR.
AL¥orne for Interest Holder
Vineent E. Galewick
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.
reperts shall be [iled every 120 days and served on the same
entities.

E. Post-Confirmation Conversion/Dismisaal

A creditor or party in interest may bring a moticn te
convert or dismiss the case under § 1112Z(b), after the Flan is
confirmed, if there is a default in performing the Plan. If the
Court orders the case converted to Chapter 7 after the Plan is
confirmed, then all property that had been property of the
Chapter 11 estate, and that has not been disbursed pursuant to
the Plan, will revest in the Chapter 7 estate, and the automalic
stay will be reimposed upbn the revested property only to the
extent that relief from stay was not previously granted by the
Court during this case.
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UNITED STATES BANKRUPTCY COURT
CENTRAL DISTRICT OF CALIFORNIA
SANTA ANA DIVISION

Debtor Case Number

ATLAS EQUITY, INC., dba PERFORMANCE SA98-27044-RA
TELECOM, dba PERFORMANCE

COMMUNICATIONS SERVICES, dba ALLEN

RICHARDS & ASSOCIATES,

a California corporation

BALLOT FOR ACCEPTING OR REJECTING PLAN

PLAN: SECOND AMENDED JOINT CHAPTER 11 PLAN, AS MODIFIED ON
SEPTEMBER 1, 2004

PLAN PROPONENTS: DEBTOR ATLAS EQUITY, INC.
INTEREST HOLDER VINCENT E. GALEWICK

TO HAVE YOUR VOTE ON THE PLAN COUNT, YOU MUST COMPLETE AND RETURN THIS
BALLOT NOT LATER THAN 5:00 P.M. CALIFORNIA TIME ON OCTOBER 5, 2004, AS SET FORTH
BELOW. THE BALLOT MUST BE SIGNED. FAXES WILL NOT BE ACCEPTED. (SEE INSTRUCTIONS
ON THE OTHER SIDE.)

[If you are a creditor:]  The undersigned, a creditor of Atlas Equity, Inc., in the unpaid

principal amount of § , classified as Class under the plan,
[If you are an equity security holder:] The undersigned, the holder of a % equity interest in
Atlas Equity, Inc., classified as Class under the plan,

COMPLETE IN FULL

O ACCEPTS Plan.
O REJECTS Plan.

Name:
Address:
Authorized Signature Print Name and Title (if any) Dated
RETURN BALLOT TO: Allen Matkins Leck Gamble & Mallory LLP

Attention: A. Kenneth Hennesay, Jr., Esq.
1900 Main Street, Fifth Floor

Irvine, California 92614-7321

(949) 553-1313

701943.03/0C




The plan referred to in this ballot may be confirmed by the court and thereby made binding on you if it is
accepted by the holders of two-thirds in amount and more than one-half in number of claims in each class and the holders of
two-thirds in amount of equity security interests in each class voting on the plan. In the event that fewer than all classes accept
the plan, the court may nevertheless confirm the plan if the court finds that the plan accords fair and equitable treatment to the
class or classes rejecting it and otherwise satisfies the requirements of section 1129(b) of the Bankruptcy Code.

INSTRUCTIONS

I Identify the "allowed amount" of your Claim or Interest. This amount will probably come
from the schedules or lists that the debtor filed or from your proof of Claim or Interest, if
you filed one. If you cannot determine this amount, make your best estimate. In all
events, the "allowed amount” will be determined in accordance with the Bankruptcy
Code, including §§ 502 and 1111, and the Federal Rules of Bankruptcy Procedure,
including Rules 3003, 3007, and 3018.

2 Mark your class. You will need to review the plan and disclosure statement carefully to
determine into which class your claim or interest falls. In all events, the classification is
governed by the plan itself, as determined by the plan proponents. and not by your

guesstimate.

3. You must check either the "ACCEPTS Plan" box or the "REJECTS Plan" box. Failure
to check either box may result in your vote on the Plan not being counted. Do not check
both boxes.

4, If you hold Claims or Interests in more than one Class, fill out a separate ballot for each
one. You may not combine different classes on the same ballot.

D This ballot is not a proof of claim and will not be considered an informal proof of claim.
The only function of this ballot is to tally an acceptance or rejection of the plan.

6. Absent a court order to the contrary, the plan proponents' determination of how your
Claim or Interest should be counted will control. Suppose, for example, the debtor's
schedules indicate you have a Claim for $10,000 which is not contingent, unliquidated or
disputed. You have, for the time being at least, an allowed Claim of $10,000. If you state
on your ballot that you have a Claim for $17,000, the debtors will still count your claim at
$10,000.

i On or before October 5, 2004, at 5:00 p.m. California time, return ballot to:

Allen Matkins Leck Gamble & Mallory LLP
Attention: A. Kenneth Hennesay, Jr., Esq.
1900 Main Street, Fifth Floor

Irvine, California 92614-7321

(949) 553-1313

701943.03/0C



	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



