













































































4 K A

The post-petition financial activity of AFSC through December 31, 1994, as shown on
the operating reports reflects an excess of receipts over expenses and other cash payments of
$1,079,561.00.

The post-petition financial activity of SDCIV through December 3, 1994, as shown on
the operating reports show an excess of receipts over expenses and cash payments of
$669,989.00 (which includes transfers and advances from AFC).

8.4 Collection of Amenities Dues for the 1994/1995 Season:

The Chapter 11 Trustee, Bill J. Shoier, has entered into a one year contract for
$36,000.00, with GPSI (formerly Portfolio Services, Inc.) to send out the bills to all Property
Owners and collect their Amenities dues for the 1994/1995 dues season on behalf of AFC.
Because the bills did not go out by July 15 as they usvally do, the Chapter 11 Trustee
extended the traditional five percent (5%) discount for early payment of the yearly dues
assessment for an extra fifteen days, through September 15, 1994. The Trustee, Mr. Sholer,
also agreed to the form of stipulated order presented to him by the Committee counsel for the
sequestration of the Amenities Assessment dues for the 1994/1995 season. Parker also agreed
to the sequestration order. First National Bank of Santa Fe, another claimant in these
bankruptcies, agreed to the order sequestering Amenities dues. An appropriate order was
entered by the Court.

' ARTICLE IX
DESCRIPTION OF ASSETS AND VATLUATION

8.1  Angel Fire Corporation: A list of the assets of Angel Fire Corporation and the
values scheduled by the debtors for those individual assets is marked Exhibit "D", attached

hereto and incorporated herein by reference.

9.2  Angel Fire Ski Corporation: A list of the assets of Angel Fire Ski Corporation
and the values scheduled by the debtors for those individual -assets is marked Exhibit "F"

attached hereto and incorporated herein by reference.

9.3  Sangre de Cristo IV: A list of the assets of Sangre de Cristo IV and the values
scheduled by the debtors for those individual assets is marked Exhibit "H", attached hereto

and incorporated herein by reference.

9.4  Claims Schedule: A Schedule of claims for each of the above named debtor
entities is marked Exhibit "E", "G", and "I", attached hereto and incorporated herein by

reference. It is self explanatory.

9.5 Environmental Claims: Trustes does not believe that any environmental claims
have been or can be made against any of the debtor entities or their assets.

25



ARTICLE X
ACCOUNTING AND VALUATION METHODS USED

10.1 Gene lanation.

The financial information in this Disclosure Statement has been derived from a variety
of sources, is prepared or assembled on several different bases of accounting and has been
used in several ways to project activity in the future using various assumptions. A summary of
the type of financial information presented in this Disclosure Statement, the methods of used to
develop the financial information and the methods of using that information in projecting
operations or asset values follows. . :

10.2

a. Angel Fire Corporation - Audited financial statements for the years
ended June 30, 1993, 1992 and 1991 were prepared on the accrual basis of accounting and,
except as noted in the auditors’ report, reported in conformance with generally accepted
accounting principles. Unaudited financial statements for the year ended June 30, 1994 were
prepared on the accrual basis of accounting, subject to adjustments, 'if any, mecessary to report
them in conformance with generally accepted accounting principles.

b.  Angel Fire Corporation (Without Angel Fire Ski Corporation) - The Q’:\
financial information in Item a. above was adjusted to remove the operations of Angel Fire 3
Ski Corporation using the financial information in Item c. below. The resulting financial

information is subject to adjustments, if any, to reflect intercompany activity between Angel

Fire Corporation and Angel Fire Ski Corporation that was eliminated in the consolidated

‘financial information-for Angel Fire Corporation. The resulting information is not necessarily

presented in conformance with generally accepted accounting principles.

c. Angel Fire Ski Corporation - Audited financial statements for the years
ended June 30, 1993, 1992 and 1991 were prepared on the accrual basis of accounting and,
except as noted in the auditors’ report, reported in conformance with generally accepted -..
accounting principles. Unaudited financial statements for the year ended June 30, 1994 were
prepared on the accrual basis of accounting, subject to adjustments, if any, necessary to report
them in conformance with generally accepted accounting principles.

d. Sangre de Cristo Limited Partnership IV - Financial information was
extracted from the partnership tax returns for the calendar years 1993, 1992 and 1991. This
information was prepared on the accrual method of accounting for tax purposes which differs
from the accrual method of accounting for purposes of reporting financial information in
accordance with generally accepted accounting principles. Financial information was
extracted from the debtor’s compiled financial statements for the fiscal year ended June 30,
1993. This information was prepared on the accrual method of accounting but excluded the

26



disclosures necessary to report financial information in conformance with generally accepted
accounting principles.

Financial information was extracted from the debtor’ s trial balance as of June 30, 1994
and for the 6 months ended June 30, 1994. This information was prepared on the accrual
method of accounting and is subject to adjustments, if any, necessary to provide. for reporting
the financial information in conformance with generally accepted accounting principles.

10.3 Post Petition Operations - Financial Information:

a. Angel Fire Corporation - Post petition financial information of the
debtor was extracted from the Operating Reports filed with the Court. This informationis
accounted for on a cash basis and is subject to adjustment for accrual amounts and other

adjustments. See Exhibit "J" attached hereto.

b. Angel Fire Ski Corporation - Post petition financial information of the
debtor was extracted from the Operating Reports filed with the Court. This information is
accounted for on a cash basis and is subject to adjustment for accrual amounts and other

adjustments. See Exhibit "K" attached hereto.

c. Sangre de Cristo Limited Partnership IV - Post petition information of
the debtor was extracted from the Reports filed with the Court. This information is
accounted for on a cash basis and is subject to adjustment for accrual amounts and other
adjustments. See Exhibit "L" attached hereto.

10.4 Liguidation Analysis (Article XT):

a. Angel Fire Corporation - The valuation method used in the liquidation
analysis was to use the discounted future earnings with asset residual method of valuing a
going concern. The underlying assumptions used to project future operations were the pre-
petition or historical financial information described above.

b. Angel Fire Ski Corporation - The valuation method used in the
liquidation analysis was to use the discounted future earnings with asset residual method of
valuing a going concern. The underlying assumptions used to project future operations were
the pre-petition or historical financial information described above.

c. Sangre de Cristo Limited Partnership IV - The valuation method used in
the liquidation analysis was to use the discounted future earnings with asset residual method of
valuing a going concern. The underlying assumptions used to project future operations were
the pre-petition or historical financial information described above.
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10.5 Tax Consequences:

a. Angel Fire Corporation - Financial information used to estimate the tax
consequences of the Plan of Reorganization was extracted from the debtor’s most recent
federal tax return and was adjusted to include an estimate of the effect of current operating
activity from the debtor’s June 30, 1994 trial balance and further adjusted for the estimated
operating activity from July 1, 1994 through an unspecified effective date of confirma.non of
the Plan of Reorganization. Purchaser’s proposed tentative allocation of purchase price of the
debtor’s assets was used to estimate the tax effect of the sale. .See Exhibit "M".

- This information was prepared on fﬁhe‘acc_rual method of accounting for tax purposes
which differs from the accrual method of accounting for purposes of reporting financial
information in accordance with generally accepted accounting principles.

b. .Angel Fire Ski Corporation - Included in the consolidated corporate tax
return of Angel Fire Corporation and, as such, there was no separate estimate of tax
consequences for this' debtor. ‘

c.  Sangre de Cristo Limited Partnership IV - Financial information used
to estimate the tax consequences of the Plan of Reorganization was extracted from the debtor’s

most recent federal tax return and was adjusted to include an estimate of the effect of current -~
operating activity from the debtor’s June 30, 1994 trial balance and further adjusted for the @%}

estimated operating activity from July 1, 1994 through an unspecified effective date of
confirmation of the Plan of Reorganization. Purchaser’s Proposed tentative allocation of
purchase price of the debtor’s assets was used to estimate the tax effect of the sale. Ses

Exhibit "N."

This information was prepared on the accrual method of accounting for tax purposes
which differs from the accrual method of accounting for purposes of reporting ﬁnancml
mformat:on in accordance with generally accepted accounting principles.

10.6 Proforma Financial Information Relevant to Credltors The proforma ﬁnancxa.l

information is attached as Exhibit "O".

a. Angel Fire Corporamon The proforma financial information relevant to
creditors was prepared using the debtor’s pre-petition or historical financial information as
described above. Assumptions were made as to future changes in income and expenses based
on information provided by the Purchaser regarding its intended operations. The resulting net
cash flow from future operations is presented to reflect the resulting proforma financial

information operations.

b.  Angel Fire Ski Corporation - Included in the overall proforma financial
information presented for Angel Fire Corporation and, as such, incorporates the description
above for Angel Fire Corporation.
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C. Sangre de Cristo Limited Partnership IV - Included in the overall
proforma financial information presented for Angel Fire Corporation and, as such,
incorporates the description above for Angel Fire Corporation.

ARTI X1
LI ATION ANAT YSIS

11.1 Introduction: Parker does not join in the Liquidation Analysis portion of the
Disclosure Statement.” This section is presented to estimate the liquidation value of the
debtors and the resulting distribution, if Aany, to the individual debtor’s unsecured creditors in a
Chapter 7 hquldauon Liquidation value’can be determined by a number of different methods,
including going concern value, forced sale asset value, deathbed value and others. Liquidation
value is generally the total of the individual fair market values of all of the assets and
Liabilities of the business sold at distressed prices. Additional consideration is then given for
such items as sales commissions, administration of the liquidation and the write off of
intangible assets, such as goodwill.

However, for entities which have relatively stable historical operations and for which
the greatest potential is to liquidate the assets in a manner which will allow the business
activity to continue to operate, the going concern valuation method is appropriate for
determining liquidation value in a bankruptcy proceeding. In re Mountain Side Holdings, 142
B.R. 421 (1992), is a case where the Court determined that the "best use” or "going concern”
value is appropriate in valuing creditors’ interests in the disposition or reorganization of an
entity. Using this method, the results of the entities’ historical operations are adjusted for the
changes which will occur in future operations after the assets are acquired.

The most common methods of determining going concern value involve income
theories or the .valuation of the stream of future cash flow or earnings of the entity. The four
most common methods of income valuation are capitalization of earnings, capitalization of
excess earnings, discounted future earnings with income residual and discounted future
earnings with asset residual. For purposes of determining liquidation value in this Disclosure
Statement, the discounted future eamings with asset residual method will be used. The reason
for choosing this method is that is gives weight both to the stream of eamings anticipated to be
generated in the future and to the inherent value of the assets which generate the earnings

under current operating conditions.

11.2 Angel Fire Corporation.

The operations of Angel Fire Corporation, excluding the effects of the operations of
Angel Fire Ski Corporation, have resulted in losses for each of the last 4 years. As indicated
in Exhibit "C" to the Historical Financial Information section of the Disclosure Statement and
based on the audited financial statements of the debtor and eliminating the effects of Angel
Fire Ski Corporation as indicated on its audited financial statements, the net losses for the
fiscal years ended June 30, 1993, 1992 and 1991 were $699,336, $207,788 and $1,143,678,
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respectively, The unaudited preliminary results for the fiscal year ended June 30, 1994,
reflect net losses of approximately $1,096,692. As such, the discounted value of the future
earnings of the debtor is zero. These net loss amounts for Angel Fire Corporation do not
necessarily reflect the full payment of all debt service requirements on the debtor’s secured
obligations and do not include adjustments which might be necessary to reflect certain
intercompany transactions with Angel Fire Ski Corporation.

Exclusive of the operations of the golf course in the summer season and the operations
of its wholly owned subsidiary, Angel Fire Services Corporation, the debtor’s primary
business should be the sale of developed and undeveloped property from its inventory of
appronmately 1400 lots. - Since there are significant unfulfilled prior commitments for
improvements to lots already sold, including water, sewer, roads, electricity and telephone, to
approximately 700 real property owners, the debtor is currently not allowed to sell additional
lots. These improvement represent the so-called "HUD improvements" and until they are
completed, there is no assurance that the debtor will be allowed to sell any additional lots from
its inventory. The debtor in the past has had engineering studies performed which resulted in
the estimated cost of completing these improvements at approximately $4,500,000. With its
history of stand alone operating losses and without assurance that the debtor can commence
selling lots to generate cash flow, it is doubtful that Angel Fire Corporation would be
successful in securing the outside financing necessary to complete the HUD improvements.

Angel Fire Corporation, through its wholly owned subsidiary Angel Fire Services
Corporation, operates the water and sewer system which serves the resort property and the
Village of Angel Fire. According to the annual reports for the calendar years 1993 filed by
the debtor with the New Mexico Public Service Commission, the majority of the sewer system
was constructed between 1972 and 1983 and 1992. These annual reports reflect that the
operations of the sewer system incurred losses of approximately $115,000 and $60,500 during
the calendar years 1993 and 1992, respectively. As of December 31, 1993, the accumulated
amount of losses (or deficit) of the sewer system was approximately $738,500.These reports
further reflect that the operanons of the water system incurred losses dm'mtr the calendar years

1993 and 1992, respectively.

During the past several years, the debtor’s operation of the water and sewer system ‘has
been cited for deficiencies by the New Mexico Environmental Department. These citations
relate primarily to sewage waste treatment and capacity overflow conditions in the sewer
system during peak times. The feasibility study by Gannett-Fleming engineers shows a current
estimate of the costs associated with these problems at $342,500, $462,950, $538,900,
597,965, and $4,580,000 for the years 1995, 1996, 1997, 1998, and 1999, respectively.
Without additional outside financing, it is doubtful that the debtor can undertake to make the
necessary improvements and, as such, will most likely not be able to sell additional lots and
may be subject to further citation and possible sanctions by the state authorities.

The above noted uncertainties regarding the ability of the debtor to sell its remaining
developed and undeveloped lots and the approximate $10,000,000 cost of needed
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infrastructure improvements which cannot be supported by the debtors current operations make
it difficult to estimate if there is any residual value to the debtor’s real estate inventory. In
addition to the above costs and the ongoing costs associated with these properties until they
can be sold, the debtor will incur various marketing and selling costs at such time as sales
commence again. Consequently, for purposes of this Disclosure Statement and under the
current operating conditions, Purchaser estimates that there is no value in the debtor’s

inventory of developed and undeveloped lots.

The remaining operating assets of the debtor, including the golf course and related
facilities, are subject to a negative easement of the property owners. The effect of this
negative easement has not been fully assessed, but it would appear to limit the value of such
assets by creating an encumbrance against the assets which is superior to all other
encumbrances or obligations. In addition, various of :these other assets are subject to
additional security interests by the debtor’s secured creditors. Consequently, Purchaser
estimates that there is little, if any, residual value in these assets.

The real and personal property assets of the debtor are secured by various mortgage
liens, including the mortgage lien of Parker Town Square. Other than for Parker Town
Square, Inc., from the claims filed in this case, there are in excess of $6,550,000 of secured
debt obligations of the debtor. The balance claimed due on the obligation as indicated in the
amended Proof of Claim filed by Parker Town Square, Inc. is allegedly $20,000,000 plus
accrued interest and expenses. These combined amounts far excesd the underlying value of
the real and personal property assets of the debtor. Combining the discounted value of future

earnings of zero with a residual asset value of zero, Purchaser estimates the liguidation

yalue of the assets of Angel Fire Corporation to be zero in a chapter 7 liquidation.
- 11.3  Angel Fire Ski Corporation.

The operations of Angel Fire Ski Corporation during the period since acquisition by the
current owners have resulted in varying levels of operating income during the last 7 years. As
indicated in Exhibit "D" to the Historical Financial Information section of the Disclosure
Statement and based on the audited financial statements of the debtor, the net income for-the
fiscal years ended June 30, 1993, 1992 and 1991 were $917,067, $879,883 and $552,730;
respectively. These net income amounts do not necessarily reflect the effects of the payment
of all debt service requirements of the debtor related to all secured debt obligations. The
unaudited preliminary results for the fiscal year ended June 30, 1994, including the effect of
income taxes at the rate historically used by the debtor in its audited financial statements,
reflect net income of approximately $865,634. For purposes of this liquidation analysis, the
earnings of the debtor have been projected by Purchaser for the next 10 years as shown on
Exhibit "P" to this Disclosure Statement. The basis for projecting the debtor’s eamings is to
use the average of the last three fiscal years, 1994, 1993 and 1992 and adjust the averages to
include increasing revenue for the proportionate use of the ski area by property owners and to
increase expenses for the use of water resources for which the debtor has not historically been
charged, The debtor’s historical financial information does not reflect the effect of allocating
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a portion of property owner dues collected to the use of the ski area facilities by the property
owners, If this allocation were to-be made, Purchaser estimates the increase in projected lift -
ticket revenue to be 18% based on the debtor’s representatlon of property owner usage of the
ski area during the 1993-1994 ski season. The increase in water charges for snow-making and
ski area operations has been estimated at $100,000 per year. Without a fixed agreement with
the property owners’ to be able to use their dues in advancé of the ski season for start-up
costs, the debtor will probably be required to secure outside cash flow financing of
approximately $1,200,000 annually. The additional interest cost of this financing was
estimated at 5.0% or approximately $60,000 per year. As a stand alone entity, the debtor
would no longer be able to utilize net operatmg losses of affiliated consolidated group entities
to offset its taxable income. As such, inéoime taxes are provided for at the rate of
approximately 38%, which is the amount historically used by the debtor in its audited financial
statements. This rate may be too low, when consideration is given to recent increase in the
maximum averdge corporate federal tax rates of 35% and when combined with the current
maximum corporate New Mexico rate of 7.6%. Further, the overall income and expense
activity of the debtor has been projected to increase at a uniform rate of 4.0% per year for the
next ten years. This amount exceeds the current rate of increase in general prices as reflected

by the CPL

Other factors, which take into account the uncertainty of the operation of the debtor as
a stand alone entity were included by Purchaser in determining the discount rate to be applied
to projected future earnings and residual asset value. These uncertainties and their percentage

risk premium amount are as follows-

a. Property Owners’ Negatwe Easement - The negative easement, if upheld by the '

Bankruptcy Court, would encumber all of the ski area and its property such as the ski lifts,
certain common area. base facilities and others. Any debt financing or equity purchase of the
debtor would be subject to-this easement and the uncertainty it could create with respect to
security interests and collateral value. For example, this negative easement right has been the
subject of both individual and collective lawsuits against the debtor in the past. The risk
premium estimated to be associated with th1s uncertainty is 10. 0%

b. Bed Base - As a stand alone entity and without adequate assurance that the -hotel
facility would either be open and operating or that it would be operating codperatively with the
debtor’s operations, it can be anticipated that skier day revenue and other income would be
directly affected. Further, current operations bepefit from the property management services,
reservations services and tie-in rendered by Angel Fire Corporation for various residential and
condominium lodging units. The risk premium estimated to be associated w1th this uncertainty

is 5.0%.

c. Bad Snow Years - The debtor has benefitted from 3 relatwely good snow years
in a row and the resulting record or near record number of skier days in €ach of those years.
As an industry, ski areas are suscepuble to years in which natural snowfall cannot adequately

32




.Y S

be supplemented by snow making facilities on the slopes. The risk premium estimated to be
associated with this uncertainty is 5.0%.

d. Water and Sewer System - The current water and sewer system operated by
Angel Fire Services Corporation is in need of upgrading and expansion to meet both current
user and health standards needs and to provide for growth of the area. During the past ski
season, the sewer system could not adequately and safely handle the area’s needs on several
occasions and citations were issued by the New Mexico Environmental Department. Without
assurance that the system will be repaired as needed now and expanded in the future, there is
uncertainty as to whether there will be adequate capacity to handle anticipated growth. The:
debtor cannot provide that assurance withidist also providing funding to correct the problems.
The risk premium estimated to be associated with this uncertainty is 5.0%.

e. Capital Improvements - The debtor has not made any significant capital
improvements to the ski area in a number of years. To provide for expanded ski area use and
to provide for better overall distribution of the current skier base, significant changes need to
be made in the ski lift system. The effect of any such expansion and upgrading would not
necessarily be to increase the overall skier day activity of the area. Other ski areas in the
region have added or improved their lift capacity over the last several years. For example,
Taos Ski Valley, Red River Ski Area and Santa Fe Ski Area have all either added new lifts or
replaced old lifts with more modem, faster lifts in the last 5 years. If the debtor was able to
make such capital improvements, it could remain competitive in the marketplace. The
financial effect of such a program has not been projected, but the risk premium estimated to
be associated with this uncertainty is 3.0%.

f. Administration - Currently, Angel Fire Corporation provides considerable

" administrative support and cooperative, coordinated advertising support to the debtor. Angel
Fire Corporation provides such things as managerial oversight and supervision, accounting
and clerical assistance, reservations services, cooperative purchasing benefits and others to the
debtor. As a stand alone entity, the debtor. would be required to undertake these additional
responsibilities. The risk premium associated with this uncertainty is 2.0%.

g. Parking and Access - Currently, the debtor uses parking facilities and other
access provided by or maintained and operated by Angel Fire Corporation. As a stand alone
entity, the debtor would need to make arrangements for such parking and facilities access.
The risk premium estimated to be associated with this uncertainty is 1.0%.

The sum of the above risk premium percentages is 31.0%. In determining the discount
rate to be used, this risk premium was added to a typical "Risk-Free Long -Term
Government Bond Rate" of 8.00%. The resulting discount rate used in the liquidation
analysis is 39.00%. The risk premiums added above were made in Lieu of the more typical
Common Stock Equity Risk Premium, Small Stock Equity Risk Premium and Subjective Risk
Premiums that are added in such valuations. The risk premiums added above were also made
in lieu of attempting to estimate the annual direct effect of the above uncertainties on revenue
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or expenses. Applying the discount rate determined above to the stream of prbjected earnings %\
for the next 10 years and to an estimated residual asset value of $8,000,000 in the year 2005,
the resulting liquidation value of the debtor as a going concern is estimated to be

$3,330,380.00.

The real and personal property assets of the debtor are secured by mortgage liens of
the First National Bank of Santa Fe and Parker Town Square. The balance claimed due on the
obligation as indicated in the amended Proof of Claim filed by Parker Town Square, Inc. is
allegedly $20,000,000 plus accrued interest and expenses. The balance claimed due on the
secured obligation as indicated in the Proof of Claims filed by First National Bank of Santa Fe
is $2,342,399.53 plus expenses. Parker’s’ Allowed Secured lien is in the amount of
$1,000,000. The combination of these amounts approximate the underlying value of the real
and personal property assets of the debtor. Upon sale of the debtor’s assets in a chapter 7
liquidation dnd payment to the secured creditors First Natiopal Bank of Santa Fe and Parker
Town Square, Inc. and payment of administrative expenses of the bankruptcy proceeding, it is

estimated that there will be no_distributions or paviments to the unsecured creditors.
11.4 Sangre de Cristo IV, Limited Partnership IV.

The operations of Sangre de Cristo IV, a/k/a the Legends Hotel, during the period
since acquisition by the current owners have resulted in losses for each of the last 7 years. As o~
indicated in Exhibit "E" to the Historical Financial Information section of the Disclosure Q
Statement, the operating losses (on a tax basis) for the calendar years 1993, 1992 and 1951 o
were $487,444, $152,426 and $515,844, respectively. The loss for the 6 months ended June
30, 1994, reflected on the debtor’s unaudited internal accounting information was $502,940.
The projected operations for the next 5 years, which are included in the proforma Financial
Information section of the Disclosure Statement continue to show losses with break even
operations projected in the fiscal year ended June 30, 1999. The projected losses for the fiscal
years ended June 30, 1995, 1996, 1997 and 1998 are $141,073, $112,821, $80,071, and
$42,398, respecnvely The earnings projected for the fiscal year ended June 30, 1999 is
$375. These projected operations assume that the Purchaser will be able to bring the hotel’s
operating costs more in line with industry averages and that occupancy rates will increase.from
the current average of approximately 38% to approximately 50% during the 5 year period. -

As such, the discounted value of the future earnings is zero. The estimated residual
value of the assets of the debtor can probably be best valued at the amount the Purchaser is
willing to pay for the real and personal property assets in the bankruptcy proceeding. For this
purpose, the Purchaser is allocating approximately $400,000 of the purchase price to the
assets of the Legends Hotel. As such, combining the discounted value of future earnings of
zero with a residual asset.value of $400,000, the liquidation value of the assets of Sangre de

Cristo IV is $400, 000.

The real and personal property assets of the debtor are secured by a first mostgage lien 7~
of Parker Town Square and the balance claimed due on the obligation as indicated in the
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amended Proof of Claim filed by Parker Town Square, Inc. is allegedly $20,000,000 plus
accrued interest and expenses. This amount far exceeds the underlying value of the real and
personal property assets of the debtor. Upon sale of the debtor’s assets in a chapter 7
liquidation and payment to the secured creditor Parker Town Square, Inc. and payment of
administrative expenses of the bankruptcy proceeding, it is estimated that there will be no

distributions er pavments to the unsecured creditors.

ARTICLE XTI
PLAN OF REORGANIZATION

12.1 Plap of Reorganization: The Plan of Reorganization in these proceedings is
complicated and all of its termns and conditions interrelate and must be read together.

ARTICLE XIiI

INFORMATION REGARDING FUTURE QOWNERS/MANAGEMENT

13.1 Information on Owner/Purchaser: The Purchaser under the Plan is Angel
Project LLC, a Texas Limited Liability Company formed by CS First Boston's Praedium

Recovery Fund, L.P., to acquire the assets of the resort. CS First Boston, Praedium Fund,
L.P., is sole member of the limited lability company. Angel Project LLC has entered into a
Management Agreement with Angel Projects I Limited, a Texas Limited Partnership which
will be responsible for the. management and operation of the resort. The general partner of
Angel Projects I Limited is Angel Projects, Inc., a Texas corporation having a 1% interest as
general partner. The shareholders of Angel Projects, Inc. are Tim Allen, 25%, Gregory
Allen, 25%, D. Craig Martin, 25%, and Richard Weyand, 25%. The limited parmers of
Angel Projects I Limited are Tim Allen, 24.75%, Gregory Allen, 24.75%, D. Craig Martin,
24.75%, and Richard Weyand, 24.75%. Angel Projects I Limited also has a series of options
to purchase up to 100% of the interest of Angel Project LLC. |

13.2 Financial Ability to Close Sale: Purchaser has demonstrated the ability to fund
$12,000,000 to close on the sale of the Estates’ assets which together with the estates cash on

hand and cash from future operations represents 100% of the amounts needed to fund the.
Plan. The $12,000,000 represents a 100% equity investment into the Resort. A copy 6f the
Commitment Letter from Praedium Recovery Fund, L.P. is attached as Exhibit "Q".

13.3 Future Mimagement: Angel Project Limited will be responsible for the overall
management of the Resort through management affiliations for golf, skiing and Iand

development.

13.4 Management Agreement: Chaffin Light Associates ("CLA") will enter into an
agreement with APL to manage the development, marketing and sales of the real estate held

for development and sale by APL with these key provisions:

35



a. CLA shall receive fees for the management services equal to 3% of the
gross sales in the real estate development entity plus 15% of the "net profits.” In addition to
these fees, CLA will receive a fixed fee of $150,000 during the first two years. The
definition of "net profits” will: be based upon generally accepted accounting principles for
determining net income from the real estate development with provisions which include
specifically agreed upon amounts allocated to the initial purchase of the real estate; preclude
unusual allocations of other capital costs, operating expenses, or parent company expenses
from the other resort operations, parent companies, or other affiliates of either party; and
provide for a long-term lease and rent at a market rate on the existing sales office.

b.  The Management Agréement shall have a term of 25 years with a

- provision that Purchaser may not terminate the agresment during the first two years, can
terminate the agreement during years 3 - 10 by paying a termination fee of $500,000 and can
terminate the agreement after 10 years by paying a termination fee of $250,000.

c. The real estate which CLA will manage will include all real estate
acquired by Purchaser at closing and any subsequently acquired real estate by Purchaser or its
affiliates which will be held for development and sale. Excluded from the assets which CLA
will manage are the operating assets of the resort, e.g., the Legends Hotel, the ski area, the
golf course, clubhouse, tennis courts and other operating amenities, any notes receivable, and
the present time share inventory.

ARTICLE XTV
PROFORMA FINANCIATL INFORMATION RELEVANT TO CREDITO

14.1 Benefits to Creditors: Based on the proforma operations of Purchaser and its
commitments to be fulfilled upon confirmation of the Plan of Reorganization, Purchaser
believes the various creditor classes are treated substantially better tha.n they bave been in the

past or would be in the future under current operating conditions.
sult in %

A sale of the assets to Purchaser will,(in Purchaser’s opinion

a.  Parker Town Square, Inc. - Parker Town Square, Inc. will receive a-
cash payment equal to the value of its secured claim and a portion of its unsecured claim
against AFC at confirmation. At that point, Parker will no longer have any security interest
in the Angel Fire Resort properties. Parker will also receive a release of all lender liability
claims against it.

b. Other Secured Creditors - Other secured creditors will receive a cash
payment equal to the value of their collateral positions at confirmation unless otherwise stated.

c. Colfax County - Colfax County will receive the past due property taxes
owed by the debtor at confirmation. Colfax County will also be paid current property taxes as
they become due.
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-
d: HUD Property Owners - The Plan contains provisions to complete the .- y
unfuifilled water, sewer, road, electricity and telephone commitments of the debtor withinj

the next 6 years.

e. Property Owners - The property owners, will have a negative easement
right to the amenities, and will have various recreational opportunities with facilities which
will be constantly maintained and improved. Purchaser has committed to fund approximately
$4,500,000 of amenity improvements during the next 4 to 5 years. Ski area improvements,
including a high speed quad and relocated lifts, will provide greater and quicker access to the
ski trails and will ensure that these lifts are in compliance with the npational safety standards in
effect at the time they are installed or rélocated. Golf course improvements will include
needed repairs to the country club building, upgrading the irrigation system, repairing or
replacing four tennis courts and the construction of a swimming pool facility.

To support Purchaser in these efforts and to ensure that there is sufficient funding for
the ongoing operation and maintenance of the enhanced amenities, the current dues structure
will be streamlined so that all property owners will be treated similarly. For example, all
property owners with a house on their property will pay the same annual assessment. In
addition, to the extent Purchaser makes capital improvements that in effect are new to the
amenities, e.g., a quad ski lift from the base to the summit, a small and temporary additional
assessment will be collected.

The amount to be collected will be related to the property owners’ historical usage of
similar amenities. Using the quad lift as an example, the average property owner with a
dwelling subject to a temporary increased rate of approximately 3.0% times the current annual
dues of $750 would mean that a property owner would be paying an additional $22.50 per

year for a significantly improved amenity.

The Purchaser is commiitted to investing significant capital into the Angel Fire Resort
from various sources which may include loans, additional capital contributions, leasing or
assistance from the Village of Angel Fire. This commitment should provide lasting benefits to
both the property owners and to APL through increase value in the Resort. APL is committed
to making this investment without seeking any substantial dues amounts from the property- -

owrners.

14.2 Proforma Financial Information Assumptions: The assumptions used by __¥
Purchaser in preparing the Proforma Figancial Information schedule attached as Exhibit "O"

include the following:

a, The proportion of property owner usage of the ski area remains constant
at 18% and the proportion of property owner usage of the golf course remains constant at

55%.
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" b.  Except for amounts related to the Legends Hotel, all revenue rates and
costs increases use a CPI estimate of 4.00% per year.

c. There will be $1,250,000 per year in capital improvements.

d.  Netproperty owners' dues begin with a base of $1,644,127 in 1996, >4K
$1,911,608 in 1997, and increase using a CPI of 4.00% per year.

The members’.

The. costs of HUD* lmprovements have been projected to be mcu@*

rate of $333,000 in each of the 6 years.

g Property sales have been projected to start in 1996 and are projected to
yield net collections to the Purchaser of $100,000 in 1996 and $500,000 per year for the
following years.

14.3 Tax Consequences to the Debtor: Section 108(a)(1)(A) of the Internal Revenue
Code provides that discharged indebtedness that otherwise would be included in a taxpayer’s
income will be excluded if the discharge is pursuant to a federal bankruptcy proceeding.
However, the taxpayer must reduce certain tax attributes to the extent of income excluded
under the bankruptcy exclusion. As a result of this exception, the Debtor will not recognize
any -substantial income from the discharge of indebtedness pursuant to this Plan. An analysis
of the tax consequences of Angel Fire Corporation and its subsidiaries, and Sangre de
Cristo IV are included as Exhibits “M" and "N" attached hereto.

14.4 Tax Consequences to Creditors: Creditors who receive cash in satisfaction of
their Claim will generally recognize gain of loss on the exchange equal to the difference .
between the Creditor’s basis in the Claim and the amount of cash received. The character of
any gain or loss generally will-depend upon the status of the Creditor, the nature of the Claim,
and the holding period of such Claim. .

Creditors who receive nothing for their Claim generally will be allowed a bad debt
deduction to the extent of the basis in the Claim. The nature of the bad debt deduction will
depend upon the status of the Creditor, the nature of the Claim, and the holding period of such
Claim.

THE FOREGOING SHOULD NOT BE CONSTRUED AS TAX ADVICE.

CREDITORS ARE URGED TO CONSULT WITH THEIR TAX ADVISORS
CONCERNING THE TAX CONSEQUENCES OF THE PLAN.
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ARTICLE XV

VALUE WHICH MAY BE OBTAINED FROM AVQIDABLE TRANSFERS
15.1 United Mercantile Capital Corporation Claim/Western Savings & I.oan

Association: The Westem Savings & Loan Association claim against the AFC debtor entity in
the approximate amount of $950,000.00 (with interest, the claim amount will now be over $1
Million) was purchased through a series of straw entities with AFC funds. Based upon the
information and disclosures received through the discovery process, related to the motion to
replace Debtors management, from various persons and entities involved in the transfer of the
Western Savings claim, it was established that AFC paid $250,000.00 through the trust
account of the law firm of Lamb, Metzgar,-Lines & Dahl in Albuquerque, New Mexico, who
in turn transferred that meney to United Mercantile Capital Corporation in Texas. The money
was then used by United Mercantile Capital Corporation (hereinafter "UMCC") to purchase
the Western Savings & Loan Association secured claim at auction from the RTC in December
of 1992. UMCC then assigned the Western Savings & Loan Association collateralized
position against AFC to-an entity called Sierra Meadows Management Corporation which is a
solely owned corporation of Mr. Larry Lamb (partner of Lamb, Metzgar, Lewis & Dahl).
UMCC also signed a promissory note to Sierra Meadows Management Corporation in either
an amount equal to $250,000.00 or $950,000.00 plus interest. Sierra Meadows Management
Corporation then allegedly signed an unsecured promissory note in favor of BTW Investment,
Inc., (a wholly owned subsidiary of AFC) subsequent to its incorporation in an amount equal
to either $250,000.00 or $950,000.00 plus interest. It has besn the position of the Debtors
that the UMCC claim is a secured claim worth over a million dollars. The transfer may be
avoidable as a fraudulent transfer under 11 U.S.C. §548. APL believes these issues will be

resolved without litigation.

15.2 Payments to Tobbyists: Three.lobbyists in the New Mexico State Legislature
were paid monies, totalling $75,000.00, in January, 1994 without a Bankruptcy court order.
These payments may be recoverable as payments made outside the ordinary course of

business.

15.3 Other Insider Claims: There are other insider claims in these Bankruptcy
proceedings, including claims for back salaries and compensation, claims by insiders of- _
Debtors’ management which should be disallowed or partially disallowed. The Committee has
filed objections to those claims. APL believes that these issues will be resolved without
litigation.

ARTICLE XVI
RMATION RELEV T SKS BY CLATMANTS

16.1 Risks to Claimants in Voting for the Plan: The Proponents do not believe that

any Property Owners, other claimants or parties in interest take any risk by voting for the Plan
of Reorganization attached hereto. The plan calls for a sale of the Resort assets to a new
entity which will close in mid-June, 1995.
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16.2 Risks to Claimants if Chapter 11s continue without confirmed plan: To allow

the debtor entities to remain in Chapter 11, particularly when the bankruptcy court has ordered
that amended plans must be filed no later than February 21, 1995, will cause either one of the
two following things to occur:

a. Dismissal of these bankruptcies proceedings will cause the management,
in the persons of Gary Plante and Ron Evans, who were replaced by the Chapter 11 trustee, to
come back into control of the Angel Fire Resort and its Amenities. Dismissal can also cause
Parker, the main secured claimant, to take over control of the Resort and its Amenities.

b. If these debtor entities' remain in Chapter 11 bankruptcy without a new
buyer being found quickly by the Chapter 11 trustee, the trustee will soon be put in a position
where he might have to request that the court convert these cases to a Chapter 7 liquidation
bankruptcy proceedings. Since the amount of debts in these bankruptcy proceedings far
exceed the value of the assets, the trustee may be forced in Chapter 7 to abandon all of the
collateral to the secured claimants which would cause these claimants to pursue foreclosure
actions against their individual pieces of collateral. Upon foreclosing on collateral, each
individual claimant would be allowed to take back its particular collateral and could attempt to
operate or sell that collateral. If the collateral is an amenity, this could cause individual
Amenities to be sold to individual buyers and cause great difficulty in the Angel Fire Resort’s
ability to provide Amenities to Property Owners.

The real risk to Propeny Owners and other claimants and parties in interest lies with
keeping these debtor entities in bankruptcy where there is the potential to cause the Resort and

its Amenities to disintegrate.

ARTICLE XVII
RETENTION OF JURISDICTION/TMPLEMENTATION OF PLAN

17.1 Jugsdiction: Unless the Bankruptcy Court determines otherwise, the Court shall
retain jurisdiction of this Reorganization Case and over all adversary proceedings, contested
matters, and other matters or proceedmgs arising in or in connection with this Bankruptcy
Case, including without limitation jurisdiction to: .

a. Consider any modification of the Plan under § 1127 of the Bankruptcy
Code to the fullest extent permitted under the Bankruptcy Code;

b. .Hear and determine controversies, suits, and disputes between the
Purchaser and any creditor that may arise in connection with the interpretation or enforcement

of the Plan;

c. Hear and determine all requests for allowance of compensation and/or
reimbursement of expenses by Professional Persons made before or after the Coafirmation

Date;
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d. Classify, fix, liquidate, allow, or disallow Claims and direct distribution
of the funds under the Plan, and hear and determine all objections to Claims, controversies,
suits, and disputes pending on or after the Confirmation Date;

e. Hear and determine all adversary proceedings still pending and not
dismissed, or which are hereinafter filed to determine disputed matters not disposed of by the

Plan, but which relate to the Plan;

f. Adjudicate all Claims or controversies arising out of any purchases,
sales, or contracts made or undertaken by the debtor during the pendency of this case;

g Hear and determme any and all applications, adversary proceedings, and
other matters arising out of or related to the Plan, including but not limited to actions under
Sections 506, 542, 543, 544, 545, 547, 548, 549, 550, or 553 of the Bankruptcy Code;

h. If necessary, order the sale of assets by the Trustee out of the ordinary
course of business and free and clear of or subject to liens or encumbrances, as the case may

be, pursuant to § 363 of the Bankruptcy Code;

i Correct any defect, cure any omission, or reconcile any inconsistency in

the Plan or the Confirmation Order or as may pecessary to carry out the Plan or the
Confirmation Order as may be necessary to carry out the purposes and intent of the Plan;

j- Determine disputed applications for the assumption or rejection of
executory contracts and unexpired leases under § 365 of the Bankruptcy Code and determine

the allowance of Claims resulting therefrom;

k.  Determine any and all disputes arising under or relating to the Plan and
enforce and administer the provisions of the Plan;

L Enforce all; Orders, judgments, mJunctlons and rulings entered in
connection with the Reorganization Case, mcludmc using Rule 7070 of the Federal Rules of

Bankruptcy Procedure;

m.  Enter a Final Decree under Bankruptcy Rule 3022 closing this
Reorganization Case; Make such Orders as are necessary or appropriate to carry out the

provisions of the Plan;

n. Make such Orders or give such direction as may be appropriate under §
1142 of the Bankruptcy Code; and

0. Undertake such other matters, consistent thh the Plan, as may be
provided for in the Confirmation Order.
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ESTIMATION OF POST-PETITION ADMINISTRATIVE EXPENSES
Please See Next Page
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