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SIGNED.

Dated: December 14, 2007

Mo b gl

U JAMES M. MARLAR

U.S. Bankruptcy Judge

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF ARIZONA

In re:

FIRST MAGNUS FINANCIAL
CORPORATION,

Chapter 11
No. No. 4.0¢-bk:01578-JIMM

er 11 Plan of Liquidation and First

court conducted a hearing at which the
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COURT'S SUGGESTED EDITS OR REVISIONS

p.1.1i.9: Add "HOWEVER, CREDITORS ALSO HAVE THE OPTION OF VOTING
AGAINST OR REJECTING THE PLAN."

p. 2, li. 2: Insert "or rejections" after the word "acceptances."

p. 3, 1i. 19; Change "charges" to charge offs . .. ."

p. 4, li. 8-10: Instead of referring to outside exhibits, the Debtor should expand the

discussion in this area (perhaps with the Committee's input) to specifically

describe (without limitation), the transfers to insiders by date, amount, and

re that the headings for each of the columns can be read.
p. 9, li. 20: After the chart, it is unclear if these numbers are assets or liabilities, and/or
what part of each is what. Describe generally how the Debtor intends to deal

with each asset, and/or pay each associated liability.
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p. 10, 1i. 7:

p.10,1i. 17:

p. 10, li. 19:

p. 11, li. 1:

p.11,1i. 15 & 17:

p. 11, part B:

p.12 1i. 1:
p.12 1i. 9:
p. 12 1i.13:

p. 13, li. 16:
p. 14 1i. 2:

p. 15, 1i. 3:

p. 16, li. 6:

Are the "scratch and dent" loans assets or liabilities? If assets, describe how
they will be liquidated and what net is expected to be realized for creditors.
Add a sentence or two that describes whether Chase will have an anticipated
deficiency claim, and if so, the Debtor's best estimate of how much it will be.
When speaking of liabilities owed to First Magnus Capital ("FMC"), specify
"claimed to be" before the word "owed." Also, add the words "the Debtor's
parent company" (if accurate, otherwise whatever relationship term is
applicable) after the words "First Magnus Capital."

Update after "10/12" to most current figure available on staffing.

days of filing? If

and what changes,

irmation, for the Debtor, and at what rate of compensation?
FMC is assumed by the Debtor to be a true third-party creditor, without any
consideration for its insider status or a possible § 510 subordination challenge.

Consider whether FMC needs to be separately classified. No discussion of
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FMC can be complete without the Debtor (in its fiduciary capacity for the
benefit of all creditors) taking an objective look at FMC and its role, and that
of its principals, leading up to the Debtor's demise.

p.17,1i. 16: It is assumed that WAMU satisfied its claims (or at the least the vast majority
thereof). But the disclosure statement is unclear as to whether WAMU still
has claims, and if so, against what assets, or if it is unsecured. Please describe
more fully.

p. 18, li. 3: Please describe how (and who) will handle claims litigation. Please note
whether the bankruptcy court will retain jurisdiction over such litigation.

Estimate the cost thereof, as well.

p. 18, li. 8: Add after "affiliate of the Debtor" the ckuse "and (iii)\ ahy other insider or

p. 18, li. 10-14:

p. 19, li. 7-16:

litigation may have been handed a built-in defense. If discussed, then the

Debtor should point to the Ninth Circuit authority, or if none, review the law
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of all Circuits and note if a conflict between them exists.!

p. 23, li. 2: Provide a periodic and definite accounting mechanism to creditors.
p. 24, 1i. 24: Again, does a Litigation Trust have the legal power to assert statutory

bankruptcy avoiding powers?

p. 24, 1i. 8: The identity of the contemplated individuals should be disclosed. See 11
U.S.C. §1129(a)(5). This applies to "advisory" board members as well as the
Trustees. It appears that the Debtor has chosen Mr. Aaron as the Liquidating
Trustee, together with his company. Other individuals are less clear.

p. 25, li. 3-26: Same comments as above. Is the advisory board limited to Litigation Trust

D Dsge
p. 27, li. 3-5:
p. 27, 1i. 8-10:
p.27.1i.11-20:
p. 28, li. 16:

p. 30, li.4:

p. 30, li. 7-13:
diSpute. Is this the intent? If so, why? Should not a creditor receive any

! If would be helpful if the U.S. Trustee could provide its input on this point.

5
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undisputed portion? Why hold an undisputed portion hostage to a disputed
portion? Please explain the rationale for this, or change it.

p. 30-31, li. 26-1:  Please explain the legal authority for limiting a creditor's claim to only its

"estimated" portion. Estimation is a vote-control process, not a claims
adjudication process, unless there is authority for this concept.

p. 36, li. 4-6: The liquidation analysis should be summarized here, in dollars and cents,
rather than by reference to an outside exhibit. This aspect of the case is
extremely important to creditors. The summary should break down what the

Debtor holds, what the value of each asset is, what secured or other claims are

against those assets, what litigation recoveriésare anticipated (against who and

items, or to downplaythem, may point to the need for the appointment of either an independent
examiner or trustee. The court understands the delicacy of such investigation, but inherent in the
"soft-pedaling™ of issues of this type is the suspicion that the Debtor knows where the bodies are

buried, but refuses to give up the map. The statute allows for a debtor-in-possession to propose a
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liquidation plan, but the inherent problem caused by such a facially-efficient process tends more
toward insider, rather than creditor protection.

The Debtor should give as much information as it can as to all insider or insider-
related transactions, without slanting it in any way in favor of such persons.

Other issues raised by WNS have either been addressed by the court in the section
above, or would appear to be best reserved for the confirmation hearing.

The Debtor should amend the disclosure statement to rigorously detail all pre-petition
insider transactions within the two years preceding the filing of the bankruptcy case on August 21,

2007.

B. Maricopa County Treasuker

the court wj

D. WC Partners

WC Partners questions whether the Debtor has adequately disclosed its "net worth.
It also questions whether the Debtor's liquidation analysis is accurate. As near as the court can

discern, these concerns may become more clear once the Debtor re-organizes its "Liquidation




© o0 N oo o A W NP

S T N T N N T N I T I R e e L N e N T ol e =
© N o O B~ WO N PFP O © 0o N o o~ W N Rk O

Analysis" section to more clearly define what its assets are, what liens or obligations exist relative
to each asset, and what the projected net return will be to the unsecured creditors.

Should any creditor desire to do so, it may conduct 2004 examinations of
knowledgeable individuals in order to prepare for the "best interests of creditors” confirmation
element, found at 11 U.S.C. § 1129(a)(7).

The court believes that its directive to the Debtor, found in the first section of this

Memorandum Decision, will focus the Debtor on the issues that concern WC Partners.

E. UBS RES

UBS contends that the Debtor has mischaractériZed its legal rekatlonship with UBS.

speculation about such possibility does not require changes to the disclosure statement. Such issues

will be decided if and when they arise.
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The remaining issues concerning UBS have either been previously addressed by the
court in the initial section of this Memorandum Decision, or are construed as items to be properly

raised at a later time, or as objections to the Debtor's attempt to obtain confirmation of its plan.

F. Countrywide

Various Countrywide entities have also opposed the Debtor's disclosure statement.
Countrywide appears to be first concerned with the "lumping" of its various divisions
into a single class. To the extent that Countrywide or the Debtor can differentiate between those

interests, the Debtor should do so, re-classify Countrywide's giistons ORUMES as necessary, and

The "surcharge"” concerns of Countrywide were addressed above, in the context of

UBS' similar worry. This is not a disclosure statement issue.
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The remainder of Countrywide's concerns have (1) either been addressed in the court's
independent review comments, or in its thoughts regarding the objections of others; (2) were agreed
to in open court by Messrs. Clemency and Miller; or (3) are more in the nature of confirmation

issues than disclosure issues.

CONCLUSION

The Debtor will be directed, by separate order, to amend it disclosure statement to

address the items set forth herein. A new red-lined version shall be submitted to the court and the

DATED AND SIGNED ABOVE.

Copies served as indicated below on the
date signed above:

L

John R. Clemency (clemencyj@gtlaw.com) Tlan@?inﬂ Leshaw (leshawj@agtlaw.com)

Todd A. Burgess (burgesst@gtlaw.com) d (goldd@gtlaw.com)

Greenberg Traurig, LLP Greenberg Traurig, P.A.
2375 E. Camelback Rd., Suite 70 1221 Brickell Ave.
Phoenix, AZ 85016 Wiami, FL 33131
Attorneys for Debtor /\ Attorneys for Debtor
A%
Rob Charles (Rcharles@LRIa\/\Xco\m) Susan M. Freeman (Sfreeman@LRLaw.com)

Lewis and Roca LLP
One South Church

Lewis and Roca LLP
40 N. Central Ave.

Tucson, AZ 857 Phoenix, AZ 85004-4429

Attorneys fo ongage Loan Repurchase Attorneys for Buyers under Mortgage Loan Repurchase
Agreemen Agreement

Andrew w hata @ case.com) Philip R. Rudd (philip.rudd@kutakrock.com)

Scott Greissgan gissman@whlitecase.com) Ethan B. Minkin (ethan.minkin@kutakrock.com)
White & Case LLP Kutak Rock LLP

1155 Avenue of the Am 8601 N. Scottsdale Rd., Suite 300

New York, NY 10036 Scottsdale, AZ 85253-2742

Attorneys for Buyers under Mortgage Loan Repurchase Attorneys for JPMorgan Chase Bank, N.A. & Chase
Agreement Equipment Leasing, Inc
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Steven M. Cox (smcox@wechv.com)

Waterfall Economidis Caldwell Hanshaw & Villamana,
P.C.

5210 E. Williams Cir., #800

Tucson, AZ 85711

Attorneys for WC Partners

Michael McGrath (mmcgrath@mcrazlaw.com)
Lowell E. Rothschild (Irothschild@mcrazlaw.com)
Mesch, Clark & Rothschild, P.C.

259 N. Meyer Ave.

Tucson, AZ 85701-1090

Attorneys for Washington Mutual Bank

Martin A. Sosland (martin.sosland@weil.com)
Weil, Gotshal & Manges

200 Crescent Court, Suite 300

Dallas, TX 75201

Attorneys for Washington Mutual Bank

German Yusufov (german.yusufov@pcao.pima.gov)
Terri A. Roberts (terri.roberts@pcao.pima.gov)
Deputy Pima County Attorneys

32 N. Stone Ave., Suite 2100

Tucson, AZ 85701

Robert J. Miller (rimiller@bryancave.com)

Edward M. Zachary (edward.zachary@bryancave.com)
Bryce A. Suzuki (bryce.suzuki@bryancave.com)

Bryan Cave LLP

Two N. Central Ave., Suite 2200

Phoenix, AZ 85004-4406

Counsel for Countrywide Bank, Inc., Countrywide Financial Corporation,
Countrywide Home Loans, Inc., Countrywide Warehouse Lending, &
Countrywide Securities Corporation, The Bank of New York

Richard D. Holper (rdh@Ishlegal.com)
The Holper Law Group P.L.L.C.
16853 E. Palisades Blvd, Suite 201
Fountain Hills, AZ 85268

Attorneys for Rand

Timothy H. Barnes (tbarnes@bihlaw.com)

Brier, Irish, Hubbard & Erhart, P.L.C.

2400 E. Arizona Biltmore Circle, Suite 1300 4
Phoenix, AZ 85016-2115

Attorneys for United Insurance Company of America Q

85004-220

r Cregitoptirst Magnus Capital, Inc.

N
Stephanie L. Cooper (Stephanie@ccfirm.com)

Michael W. Chen (Michael@ccfirm.com)
The Cooper Castle Law Firm

820 S. Valley View Blvd.

Las Vegas, NV 89 107

Attorney for The Cooper Castle ffm
fka the Cooper Christensen Law/i

awn Ave., Suite 777

75219

Attorneys for Pyro Brand Development, LLC and
The Richards Group, Inc.

Clifford B. Altfeld (cbaltfeld@éb&attornev%o({)
Altfeld Battaile & Goldman, P.g.

250 N. Meyer Ave.
Tucson, AZ 85701

HENZANNY

Matthew R. K. Waterman (mrwaterman@swlaw.com)
Snell & Wilmer L.L.P.

One S. Church Ave., Suite 1500

Tucson, AZ 85701-1630

Attorneys for National Bank of Arizona

New York, NY 10022
Attorneys for WNS

Nancy J. March (nmarch@dmyl.com)
DeConcini McDonald Yetwin & Lacy, P.C.
2525 E. Broadway Blvd., #200

Tucson, AZ 85716

Attorneys for WNS North America, Inc.

11
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Renee Sandler Shamblin (renee.s.shamblin@usdoj.gov)
Office of the U.S. Trustee

230 N. First Ave., Suite 204

Phoenix, AZ 85003-1706

Robert J. Rosenberg (robert.rosenberg@Iw.com)
Michael J. Riela (michael.riela@Iw.com)
Latham & Watkins LLP

53rd at Third, Suite 1000

885 Third Avenue

New York, NY 10022-4068

Attorneys for Lehman Brothers Bank FSB

Scott D. Gibson (sgibson@gnglaw.com)
Gibson, Nakamura, & Decker, PLLC
2941 N. Swan Rd., Suite 101

Tucson, AZ 85712-2343

Attorneys for Allegra Print & Imaging

Ikon Office Solutions

Recovery & Bankruptcy Group
3920 Arkwright Road, Suite 400
Macon, GA 31210

Jeremy T. Bergstrom (mbergstrom@mileslegal.com)
Miles, Bauer, Bergstrom & Winters, LLP

2200 Paseo Verde Pkwy., Suite 250

Henderson, NV 89052

Attorneys for Countrywide Home Loans, Inc.

Josephine E. Piranio (jpiranio@piteduncan.com)
David E. McAllister (dmcallister@piteduncan.com)
Pite Duncan, LLP
525 E. Main Street
P.O. Box 12289

James E. Cross (jcross@omlaw.com)
Brenda K. Martin (bmartin@omlaw.com)
Jason J. Romero (jromero@omlaw.com)
Osborn Maledon P.A.

2929 N. Central Ave., Suite 2100
Phoenix, AZ 85012-2794

Special Counsel for the Debtor

Q

Michael D. Warner (mwarner@warnerstevengComy—____|
Rachel R Obaldo (robaldo@warnerstevens.com

)
Warner Stevens, L.L.P. ?
Unsecured /ri ors

301 Commerce St., Suite 1700
N

m. Engelman (dwe@engelmanberger.com)
erger (snb@engelmanberger.com)
. Pack (bdp@engelmanberger.com)
Engelman Berger, P.C.
3636 N. Central Ave., Suite 700

hoenix, AZ 85012
Attorneys for MCA Financial Group, Ltd.

Fort Worth, TX 76102

Attorneys for Official Committ

Daniel P. Collins (dcollins@crr\pb aw.com)
Collins, May, PotenzxnBaran & Killegpie, P.C.

Scott K. Rutsky (srutsky@proskauer.com)
Adam T. Berkowitz (aberkowitz@proskauer.com)

201 N. Central Ave., 2210 Proskauer Rose, LLP
Phoenix, AZ 8 = 1585 Broadway
Attorneys fq Management, LLC New York, NY 10036-8299

o\ Attorneys for Summit Investment Management, LLC
Michael R. l&@wjﬂf&@p%}bﬁw.com) Kenton Hambrick (kenton_hambrick@freddiemac.com)
Libby Wo (Iwopa@pfeiferlglv.Lom) Associate General Counsel, Freddie Mac

Pfeifer & Reynolds, LLP
765 The City Dr., Suite
Orange, CA 92868

Attorneys for Lighthouse Real Estate Solutions

8200 Jones Branch Dr., MS 202
McLean, VA 22102
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Stanford E. Lerch (slerch@Idlawaz.com)
Lerch & Deprima, PLC

4000 N. Scottsdale Rd., Suite 107
Scottsdale, AZ 85251

Attorneys for Anna Tran

Hilary B. Bonial (notice@bkcylaw.com)
Brice, Vander Linden & Wernick, P.C.
9441 LBJ Freeway, Suite 350

Dallas, TX 75243

Authorized Agent for CitiMortgage, Inc.

Robert P. Harris (rharris@quarles.com)
Kasey C. Nye (knye@quarles.com)

Quarles & Brady LLP

One S. Church Ave., Suite 1700

Tucson, AZ 85701-1621

Attorneys for UBS Real Estate Securities, Inc.

Brian Sirower (bsirower@quarles.com)

Kasey C. Nye (knye@quarles.com)

Quarles & Brady LLP

One S. Church Ave., Suite 1700

Tucson, AZ 85701-1621

Attorneys for Principal Life Insurance Company

Ronald E. Reinsel (rer@capdale.com)

Trevor W. Swett (tws@capdale.com)

Caplin & Drysdale

One Thomas Circle N.W.

Washington, D.C. 20005

Attorneys for UBS Real Estate Securities, Inc.

Shelton L. Freeman (tfreeman@dmylphx.com)
DeConcini McDonald Yetwin & Lacy, P.C.
7310 N. 16th St., Suite 330

Phoenix, AZ 85020

Attorneys for Jose%&oup Arizona, Inc.

Jeffrey C. Wisler (jwisler@cblh.com)

Christina M. Thompson (cthompson@cblh.com )
Connolly Bove Lodge & Hutz LLP

P.O. Box 2207

Wilmington, DE 19899

Attorneys for Stoltz Management of Delaware, Inc.

Walter H.

A Egblr;@almqmst con}

Mark S. Bosco (msbh@tblaw.com)

Leonard J. McDonald (Iim@tblaw.com)
Christopher R. Kaup (crk@tblaw.com)

Jeffrey A. Sandall (jas@tblaw.com)
Andrew M. Ellis (ame@tblaw.com)
2525 E. Camelback Rd., Suite 300

Phoenix, AZ 85016
Attorneys for Countrywide Home Loans,
Inc. dba America's Wholesale Lender,

e Loans, Inc. and
Wells Fargo

Eric Slocum Sparks (eric@ericslocumsparkspc.com)

Law Office of Eric Slocum Sparks, P.C.

110 South Church Ave., #2270

Tucson, AZ 85701-3031

Attorneys for Herbert Eugene Lewis, Guiseppe Fusco, and
Ronald J. Gapp

R. Frederick Linfesty (bankruétgé@nonmountam.com)
Iron Mountain Informati hagement, Inc.

745 Atlantic Aven

Boston, MA 02111

James B. Ball (ball@poliball.com)
Poli & Ball, P.L.C.

2999 N. 44th St., Suite 500

Phoenix, AZ 85018

Attorneys for Bank of America, N.A.
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R. Michael Farquhar (mfarguhar@winstead.com)
Winstead P.C.

5400 Renaissance Tower

1201 Elm Street

Dallas, TX 75270

Attorneys for Bank of America, N.A.

Ronald K. Brown, Jr (rkbgwhw@aol.com)
Law Offices of Ronald K. Brown., Jr.

901 Dove St. Suite 120

Ncwport Beach, CA 92660

Attorneys for TA Realty

Robert C. Hackett (rhackett@mhplaw.com)
Gregory W. Falls (gfalls@mhplaw.com)

Mohr, Hackett, Pederson, Blakley & Randolph, P.C.
2800 N. Central Ave., Suite 1100

Phoenix, AZ 85004

Attorneys for Flagstaff Ranch Creditors

Steven W. Kelly (skelly@s-d.com)
Silver & DeBoskey

1801 York St.

Dcnver, CO 80206

Attorneys for Brookwood Tamarac Plaza Invcstors, LLC
and Brookwood Research Center, LLC

John K. McAndrew (jmcandrew@woodsoviatt.com)
Woods Oviatt Gilman LLP

700 Crossroads Building

2 State Street

Rochester, NY 14614

Attorneys for Function 5 Technology Group

John J. Fries (jfries@rcalaw.com)
Ryley Carlock & Applewhite
One N. Central Ave., Suite 1200
Phoenix, AZ 85004
Attorneys for Tipe Warner

cox of Arizona, LLC,
rgo Funding, Inc.

Carolyn J. Johnsen (cjjohnsen@jsslaw.com)
Jennings, Strouss & Salmon, P.L.C.

The Collier Center, 11th Floor

201 E. Washington St.

Phoenix, AZ 85004-2385

Attorneys for Merrill Lynch Bank USA

Paul Caruso (pcaruso@sidley.com)
Sidley Austin, LLP

1 South Dearborn

Chicago, IL 60603

Attorneys for Wells Fargo Bank, N.A. and WIS
Funding, Inc.

s

Franklin D. Dodge (tdodqe@rwrplzém')J

Ryan Rapp & Underwood, P.L.¢X.

3101 N. Central Ave., Suite 15¢0
Phoenix, AZ 85012

Attorneys for Docusafe of Phogpix\ Inc.

/

Craton & Switzer

100 Oceangate, Suite 1200

Long Beach, CA 90802

Attorneys for Craton & Switzer LLP

Curt R. Craton (ccraton@cratonlaw.com)
Shannon C. Switzer (sswitzer@cratonlaw.com)

Michael D. Breslauer (mbreslauer@swsslaw.com)
Solomon Ward Seidenwurm & Smith

401 B St., Suite 1200

San Diego, CA 92101

Attorneys for Margaret Phoenix

Zachary MMsistant Ajforney General
(zacharym@atg.wa.gqov)
Bankruptcy & CollgCtions Jdhit

800 Fifth Ave., Suite 2000

Seattle, WA 98104-3188

State of Washington, Departments of Revenue, Labor &
Industries, and Employment Security

Madeleine C. Wanslee (mwanslee@gustlaw.com)
Gust Rosenfeld P.L.C.

201 E. Washington, Suite 800

Phoenix, AZ 85004-2327

Attorneys for Maricopa County Treasurer and Arizona
Central Credit Union
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Kimberly Walsh (kimberly.walsh@oag.state.tx.us)
Assistant Attorney General

Bankruptcy & Collections Division

P. O. Box 12548

Austin, TX 78711-2548

Edith I. Rudder (eadie@thompsonkrone.com)
Thompson Krone, P.L.C.

4400 E. Broadway Blvd., Suite 602

Tucson, AZ 85711

Attorneys for G&J Development, Inc.

Nicola G. Suglia (nsuglia@fleischerlaw.com)
Fleischer, Fleischer & Suglia

Plaza 1000 At Main Street, Suite 208
Voorhees, NJ 08043

Attorneys for Canon Financial Services, Inc.

Adam B. Nach (Adam.Nach@azbar.org)

Lane & Nach PC

2025 N Third St Suite 157

Phoenix, AZ 85004-0001

Attorneys for Josephs Appraisal Group Arizona, Inc.

Thomas H. Allen (tallen@asbazlaw.com)

Kevin C. McCoy (kmccoy@asbazlaw.com)

Allen, Sala & Bayne, PLC

1850 N. Central Ave., Suite 1150

Phoenix, AZ 85004

Attorneys for Borter Enterprises, David Andrew Borter and
Konstantina Konidaris

Paul A. Patterson (ppatterson@stradley.com)

Stradley, Ronon, Stevens & Young, LLP

2600 One Commerce Square

Philadelphia, PA 19103

Attorneys for Cherry Hill Commerce Center Associates,

By _/s/ M.B. Thompson
Judicial Assistant
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