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To: 

Re: 

This letter is to inform you that the Official Unsecured Creditors’ Committee for the bankruptcy 
cases of Advanced TelCom Group, Inc., Advanced TelCom, Inc., and Shared Communications 
Services, Inc. (the “Committee”) fully supports the confirmation of the Debtors’ First Amended Plan 
of Reorganization (“Plan”), and recommends that you vote in favor of the Plan. 

On May 2,2002, Advanced TelCom Group, Inc., Advanced TelCom, Inc., and Shared 
Communications Services, Inc. (the “Debtors”) filed Chapter 11 bankruptcy cases. On May 8, 2002, 
the United States Trustee appointed the following creditors to the Committee: Step 9 Software 
Corporation, SN Holdings, UFO Communications, and Verizon Communications. On May 9, the 
United States Trustee added Qwest Communications Corporation to the Committee. 

The Committee members are unsecured creditors of the Debtors who volunteered to serve on the 
Committee without compensation. The Committee was appointed by the United States Trustee to 
represent the interests of the general unsecured creditors in these bankruptcy cases. 

Shortly after its formation, the Committee retained Gray Cary Ware & Freidenrich LLP as 
bankruptcy counsel and, with the assistance of counsel, the Committee closely monitored the 
progress of the Debtors’ bankruptcy cases, and actively participated in the major events and 
transactions that are described in the Debtors’ First Amended Disclosure Statement to First 
Amended Joint Plan of Reorganization (“Disclosure Statement”). 

The Committee used its best efforts to negotiate a return for the general unsecured creditors when 
it appeared at the outset of these cases that there would be little or no return, given the Debtors’ 
financial condition, the Debtors’ proposed liquidation of the assets, and the extent of the liens 
against the Debtors’ assets asserted by the Senior Secured Creditors (as defined in the Disclosure 
Statement and Plan). The Committee also negotiated the terms and conditions of the Plan that 
affect the general unsecured creditors. The return that is provided in the Plan for general a 
unsecured creditors is the result of these efforts and the Committee’s extensive negotiations with 
the Debtors, GE Business Productivity Solutions, Inc., GECC, and the  Senior Secured C@i tog  

The Committee encourages you to read the Disclosure Statement and the Plan carefu&$$fora- 
voting on the Plan. The views expressed herein are solely of the Committee, not of aR$gle 
member of the Committee, and they are without prejudice to any member’s rights as arup,ividltel 

ga;, ZZ a -  creditor of the Debtors. 

c Very truly yours, 

The Unsecured Creditors of Advanced TelCom Group, Inc., Advanced TelCom, lnc., and 
S h a red Co m mu n i ca t i o n s Se Nice s , I n c. 

Debtors’ First Amended Plan of Reorganization 

’T3 

x 9  ?Je.;Tp 
. *  

Robert S. Gebhard 
raebh ard@gra ycary. com 
RSG; cel 
Gray Cary\EM\7135630.1 
2501 257- 1 
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SHEPPARD, MULLIN, RICHTER & HAMPTON LLP 
AHRENS, Cal. Bar No. 44766 
CRAIG STUPPI, CaI. Bar No. 5 1663 
SARAH M. STUPPI, Cal. Bar No, 103041 
ORI KATZ, Cal. Bar No. 209561 
Four Embarcadero Center, 17th Floor 
San Francisco, California 941 1 1 

Attorneys for Debtors in Possession 

FILED 
March 6,2003 

U.S. Bankruptcy Court 
Santa Rosa, CA 

UNITED STATES BANKRUPTCY COURT 

NORTHERN DISTRIICT OF CALIFORNIA 

[SANTA ROSA DIVISION] 

In re: 

ADVANCED TELCOM GROUP, INC., 
a Delaware Corporation, 

Debtor. 

In re: 

ADVANCED TELCOM, INC. 
a Delaware Corporation, 

Debtor, 

In re: 

SHARED COMMUNICATIONS 
SERVICES, INC., an Oregon 
Corporation, 

Debtor. 

Jointly Administered for Procedural 
Purposes Under: 
Case No. 02-1 1073 

Chapter I1 

ORDER: 

(1) APPROVING ADEQUACY OF FIRST 
AMENDED DISCLOSURE STATEMENT; 

(2) FIXING TIME FOR FILING 
ACCEPTANCES OR REJECTIONS OF 
FIRST AMENDED PLAN OF 
REORGANIZATION AND APPROVING 
FORM OF BALLOT; AND 

(3) FIXING ADMINISTRATIVE BAR 
DATE 

Date: February 24,2003 
Time: 1O:OO a.m. 
Place: U.S. Bankruptcy Court 

99 South "E Street 
Santa Rosa, CA 95404 

W02-SF:5SS2\6 1356474.2 -1- ORDER APPROVING FIRST AMENDED 
DISCLOSURE STATEMENT 
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A First Amended Disclosure Statement under chapter I 1  of the Bankruptcy 

Eode having been filed by the Debtors and Debtors-in-Possession ("Debtors") referring to 

:he Debtor's First Amended Plan of Reorganization (the "Plan") dated as of February 24, 

2003, under chapter 11 of the Code; and a Notice of Hearing on Approval of Adequacy of 

Disclosure Statement to Plan of Reorganization ("Notice of Hearing on Disclosure 

Statement"), having been filed by the Debtors on or about January 21,2003; the Court 

finding that the Notice of Hearing on Disclosure Statement provided sufficient notice of 

the relief requested; and the Court having determined after the hearing that the First 

4mended Disclosure Statement contains adequate information, 

~. 

IT IS ORDERED, and notice is hereby given, that: 

A. The Debtors' First Amended Disclosure Statement is hereby 

approved. 

B. April 9,2003 at 5:OO p.m. PST, is fixed as the last day for submitting 

written acceptances or rejections of the Plan, so as to be received by Debtors' counsel. 

C .  On or before March 10,2003, the Plan, this Order, the First Amended 

Disclosure Statement, and the Ballot in substantially the form filed with the Court on 

January 21, 2003 shall be mailed to creditors and other parties in interest, and shall be 

transmitted to the United States Trustee as provided in Fed.R.Bankr.P. 301 7(d). 

D. April 18,2003, at 1O:OO a.m. is fixed for the hearing on confirmation 

of the Plan. 

E. April 9,2003, is fixed as the last day for filing and serving written 

objections to confirmation of the Plan pursuant to Fed.R.Bankr.P. 3020(b)( 1). 

F. The Debtors are authorized to reproduce the Disclosure Statement and 

Plan in a legible manner and to print the Disclosure Statement and the Plan single-spaced 

on both sides of the pages. 

G. The Iast day for filing and serving motions for allowance of 

Administrative Expense Claims shall be forty-five (45) days after the Effective Date of the 

Plan, if the Plan is confirmed by the Court. 
? 

ORDER APPROVING FIRST AMENDED 
DISCLOSURE STATEMENT 
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March 6,2003 

HONORABLE ALAN JAROSLOVSKY 

United States Bankruptcy Judge 

Approved as to form: 

SHEARMAN & STERLING 

By: /s/ 

Steven E. Sherman 
Attorney for Wachovia Bank, National 
Association, As Administrative Agent 

GRAY, CARY, WARE & FRIEDENRICH 

By: /s/ 
Robert Gebhard 
Attorney for the Creditors' Committee 

KELLEY DRYE & WARREN 

By: / s /  
Mark R. Somerstein 
Attorney for GEBPS, GECC and 
VFS Financing, Inc. 

ORDER APPROVING FIRST AMENDED 
DISCLOSURE STATEMENT 

-3 - W02-SF*5SS2\b 1356674.2 
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L .  UNITED STATES BANKRUPTCY COURT - -  ~ , I . - 1  

a ,  

.- -- 
c . 

Northern District of California 
, , / , I  . I ; .  

In re: 

ADVANCED TELCOM GROUP, INC., a Delaware 
Corporation , 

Debtor. 

In re: . 

ADVANCED TELCOM, INC., a Delaware . 
Corporation, 

Debtor. 

In re: 

SHARED COMMUNICATIONS SERVICES, INC., 
an Oregon Corporation, 

Debtor. 

Jointly Administered for Procedural Purposes Under: , ' ' . )  I . -  
/ I  

Case No. 02-1 1073 

(Chapter 1 I) f / c  

8AtLOT FOR ACCEPTING OR REJECTING ' ./ 

JOINT PlhN OF REORGANIZATION 1 

IMPORTANT: BALLOTS MUST BE RECEIVED 
ON OR BEFORE 5:OO P.M. PST ON 
APRIL 9,2003 

/ 

On February 26,2003, Advanced TelCom Group, Inc., Advanced TelCom, Inc. and Shared Communications 
Services, Inc. (collectively, ."Debtors") filed their First Amended Joint Plan of Reorganization, dated February 25; 2003 (the 
"Plan") in their Chapter I I bankruptcy cases. The United States Bankruptcy Court for the Northern District of Califomia 
has approved the Disclosure Statement with respect to the Plan (the "Disclosure Statement"). The Disclosure Statement 
provides information to assist you in deciding how to vote your Ballot. The Court's approval of the Disclosure Statement 
does not indicate the Court's approval of the Plan. 

If you do not have a copy of the Disclosure Statement or the Plan, you may obtain a copy from: 

- -  SHEPPARD MULLIN RICHTER & HAMPTON, LLP; ATTN: PETER STONE; 
FOUR EMBARCADERO CENTER, 17TH FLOOR, SAN FRANCISCO, CA 941 1 I 

TEL: (41 5) 434-91 00: FAX: (41 5) 434-3947: EMAIL: pstone@sheppardmullin.com 

You should review the Disclosure Statement and the Plan before you vote. You may wish to seek legal 

If your Ballot is not signed and received bd SHEPPARD, MULLIN, RICHTER & HAMPTON LLP, A": 

advice concerning the Plan and your classification and treatment under the Plan. 

PETER STONE; 4 EMBARCADERO CENTER, 17 FLOOR, SAN FRANCISCO, CA 94111; TEL: (415) 434-9100; 
FAX: (415) 434-3947, on or before April 9,2003 AT 500  P.M. PST, YOUR VOTE WILL NOT COUNT as either an 
acceptance or rejection of the Plan. Unsigned Ballots will not be counted. Ballots that are signed but DO NOT 
designate ACCEPTANCE or REJECTION of the Plan WILL BE DEEMED ACCEPTANCES of the Plan. If the Plan is 
confirmed by the Bankruptcy Court, IT WILL BE BINDING ON YOU WHETHER OR NOT YOU VOTE. 

I ,  

ACCEPTANCE OR REJECTION OF THE DEBTORS' PLAN 

Please place a check (J) in the box to elect the appropriate Classification of your claim, and if a vote is 
required of you, state the amount of your Claim as you filed it wlth the Court or as Scheduled by the Debtors: 

UNCLASSIFIED CLAIMS: 
? 

ADMINISTRATIVE EXPENSES Claim (a) for costs and expenses of administration of the Reorganization Cases 
incurred prior to the Effective Date and allowed under Sections 503(b) or 507(b) of the Code, including all fees 
accrued or payable through the Effective Date under 28 U.S.C. Section 1930 and allowed by Final Order, and (b) the 
fees and costs of Professional Persons incurred after the Effective Date in connection with the preparation and 
approval of their final applications for compensation and reimbursement of expenses through the Effective Date. 

*I - 
BALLOT FOR ACCEPTING OR REJECTING 

JOINT PIAN OF R€ORGANIZATION 



- CLASS I - PRIORITY Priority Claims Under Section 507 (a) of the Bankruptcy Code. 
I 

CLAIMS (NON-TW 

FHIS CLASS IS UNIMPAIRED AND IS DEEMED TO HAVE ACCEPTfD THE PLAN - NO VOTE REQUIRED.] 

I 

CLASS 2 - SENIOR SECURED CREDITORS; CLAIMS 

(1) ClASS2A At1 Senior Secured Creditors' Claims other than those classified in Class 26. 
+ ,  1 .  

1 '  ' 
, '  , .  

The Senior Secured Creditors' Claim of GECC. - 
, r  . 4 

(2) CtASS2B 

CLASS 3 - A l t  OTHER Secured Claims other than those included in Class 2. 
SECURED CLAIMS 

FHIS CLASS IS UNIMPAIRED AND IS DEEMED TO HAVE ACCEPTED THE PLAN - NO VOTE REQUIRED.] 
. .  

-__~~*I--_uI-II-----_1L-----.-I~I-l-u---------------.-I-----"--l-I-----~--..----~-L----- 

CLASS 4 - GENERAL 
UNSECURED CLAfMS 

Claims other than an Administrative Expense, a Priority Claim, a Priority Tax Claim, 
or a Secured Claim. 

ACCEPTSPLAN [23 REJECTSPLAN YOUR CLAIM AMOUNT $ 
-II----I-------------------c"~-------~--L_I_______I_I_______~~~---II---------- - -  
CLASS 5 - EQUITY 

INTERESTS 
Equity security, as defined in I I U.S.C. Section 101 (1 6). 

[CLASS 5- EQUITY INTERESTS ARE IMPAIRED AND ARE DEEMED TO HAVE REJECED THE P U N  - NO VOTE REQUIRED.] 

, / , I  . I ,  

I I '  I I .  

' , ,  Dated: ,2003 
( P h t  name of Claimant company or individual) . , ' I  

3 

, / , I  . I ,  

I I '  I I .  

' , ,  Dated: ,2003 
( P h t  name of Claimant company or individual) . , ' I  

3 

(Signature of individual signing on behalf of Claimant ti Title) , 

. ,  

I 

lMPORTANT NOTE: If yaurl3a110t is not signed ahd received# SHEPPARD, MULLIN, RICHTER & HAMPTON LLP, 
ATTN: PETER STONE; FOUR EMBARCADERO CENTER, f 7  FLOOR, SAN,FRANCISCO, CA 94771; TEL: 
(415) 434-9100; FAX: (415) 434-3947, on or before April 9,2003 AT 5:00 P.M. PST, YOUR VOTE WILL NOT COUNT 
as either an acceptance or rejection of the Plan. 

-2- 
BALLOT FOR ACCEPTING OR REJECTING 

JOINT PIAN OF REORGANIZATION 
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FIRST AMENDED DISCLOS- 
STATEMENT TO FTRST AMENDED 
JOINT PLAN OF REORGANIZATION 

EF 

DISCLOSURE STATEMENT TO 
FIRST AMENDED JOINT PLAN OF R E O R G W m O S  

'elephone: I" 151 434-9 100 
acslmile: 415 434-3947 

, 

Leorganization Counsel for 
)ebtors and Debtors-in-Possession 

UNITED STATES BANKRUPTCY COURT 

NORTHERN DISTRICT OF CALIFORNIA 

SANTA RQSA DMSION 

n re: 

DVANCED TELCOM GROUP, INC., 
L Delaware Corporation, 

Debtor. 

?ederal Tax ID: 94-3344665 
[n re: 

ADVANCED TELCOM, INC., 
a Delaware Corporation, 

Debtor. 

Federal Tax D: 77-0489158 

In re: 

SHARED COMMUNICATIONS 
SERVICES, INC., an Oregon Corporation, 

Debtor. 

Federal Tax ID: 93-0914013 

Debtor. 

Jointly Administered for Procedural 
Purposes Under: 

Case No. 02-1 1073 

Chapter 11 
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THIS FIRST AMENDED DISCLOSURE STATEMENT FOR FIRST AMENDED JOINT 
PLAN OF REORGANIZATION "DISCLOSURE STATEMENT" €€AS BEEN 
NORTHERN DISTRICT OF CALIFORNIA AS C O N T m G  ADE UATE 

DATED FEBRLJARY 25,2003, DISTRIBUTION OF THIS DISCLOSURE STATEME" 
TO CREDITORS, SHAREHOLDERS AND O m R  PARTIES IN INTEREST WAS 
AUTHORIZED BY UNITED STATES BANKlRUPTCY COURT ON FEBRUARY 25, 
2003. THE COURT HAS MADE NO INDEPENDENT INVESTIGATION OR 
DETERMMAmON OF ANY FACTUAL STATEMENT OR DOLLAR VALUE SET 
FORTH IN THE PLAN OR THE DISCLOSURE STATEMENT. 

APPROVED BY THE UMTED B TATES BANKRUPTCY COUR 4 FOR THE 

INFORMATION AS RE UIRED BY THE BANKRUPTCY CODE F 8 R SOLICITATION 
OF ACCEPTANCES OF s. HE FIRST AMENDED PLAN OF REORGANIZATION 

1. 

INTRODUCTION 

This Disclosure Statement has been prepared by Advanced TelCom Group, Inc., 

Advanced TelCom, Inc., and Shared Communications Services, Inc., and is being 

distributed to creditors, shareholders and other parties in interest for the purpose of soliciting 

acceptances of the Plan. The purpose of the Disclosure Statement is to provide holders of 

claims against and interests in Debtors with adequate jdomation to enable them to make 

informed judgments about the Plan before exercising their right to vote to accept or reject it. 

Acceptance or rejection of the Plan must be in writing, and may only be made by 

completing the Ballot that accompanies the Plan and mailing it to Sheppard, Mullin, Richter 

& Hampton LLP, 4 Embarcadero Center, 17th Floor, San Francisco, California 941 11 

Attention: Ori Katz, in the enclosed envelope. For your vote to be counted, your completed 

Ballot must be received no later than ApriI 9, 2003, at 5:OO p.m. Pacific Time. I 

The Disclosure Statement describes the business background and operating history of 

Debtors before filing of the Chapter 11 Cases. It also summarizes certain significant events 

that have taken place during the Chapter 1 1 Cases and describes the terms of the Plan, which 

divides creditor claims and the interests of shareholders into classes and provides for the 

satisfaction of allowed claims and interests. 

The Plan calls for the cancelation of ail existing equity interests in Debtors and fhe 

issuance of new stock in Reorganized ATG to secured creditor GECC or its assigns. The plan 

fbrher provides for the establishment of a Liquidation Trust, under which avoidance power 

-I= 
FIRST AMENDED DISCLOSURE STATEMENT TO FIRST 

AMENDED JOINT PLAN OF REORGANIZATION 
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claims and other assigned rights will be administered for the benefit of creditors. A detailed 

description of the Plan is set forth in Article V of the Disclosure Statement. 

On approval of the Plan by the Bankruptcy Court, it will be binding on all creditors 

and shareholders, regardless of whether an individual creditor or shareholder has voted in 

favor of it. DEBTORS THEREFORE URGE YOU TO READ THE DISCLOSURE 

STATEMENT AND THE PLAN CAREFULLY. 

n. 
DEFINITIONS AND RULES OF CONSTRUCTION 

A. Definitions. 

Attached as Exhibit 1 are the definitions for certain terms that are capitalized in the 

Plan and the Disclosure Statement. If a capitalized term is used, but has not been defined in 

Exhibit 1, it will have the meaning attributed to it in the Code and the Rules, 

B. Generally. 

The rules of construction in the Code and in the Rules will apply unless supmeded 

by the Plan or the Confirmation Order. 

C .  Exhibits. 

Unless otherwise noted, all Exhibits are incorporated into and are a part of the 

Disclosure Statement as if set forth in Ml. To the extent not annexed hereto, Exhibits will 

be filed With the Court on or before the Exhibit Filing Date. Copies can be obtained on 

written request to Sheppard, Mullin, Richter & Hampton, LLP, Four Embarcadero Center, 

17& Floor, San Francisco, CA 941 11, attention: Ori Katz, Esq., 415-434-9100. 

D. Time Periods. 

In computing any period of time described in the Disclosure Statement, Rule 9006(a) 

will apply. 

E. MisceIIaneous. 
1 

(a) Unless the context requires otherwise, the words “herein,” ‘%ere of,” “hereunder,” 

-2- 
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and other words of similar import refer to the Disclosure Statement as a whole, (b) whenever 

it appears appropriate &om the context, terms stated in the singular or the plural include the 

singular and the plural, and pronouns include the masculine, feminine and the neuter, (c)  the 

words “include” or “including” will not be words of limitation, but will be deemed to be 

followed by the phrase “without limitation,” and (d) captions and headings to Articles and 

Sections of the Disclosure Statement are inserted for reference only and are not intended to 

be a part of or to affect its interpretation. 

4 

In. . 

DEBTOR’S BUSINESS AND OPEIRATIONS PRIOR TO MAY 2,2002 

A. Historv of Debtors. 

Debtor Advanced TelCom Group, hc. (“ATG”) is a public utility regulated by the 

Federal Communications Commission and the public utility c o d s s i o n s  of the states in 
which it operates. ATG is a Delaware corporation that was founded in 1998, and is 

headquartered in Santa Rosa, California. ATG was originally incorporated under the name 

ATG Group, Inc., but was later renamed Advanced TelCom Group, hc .  ATG is the parent 

company of Advanced TelCom, Inc. (,‘ATI”), a Delaware corporation, also headquartered in 

Santa Rosa, California, In turn, ATI is the parent company of Shared Communications 

Services, Inc. (“SCS”), a firm incorporated in Oregon and headquartered in Salem, Oregon. 

As Debtors’ operating entities, ATI and SCS historically provided facilities-based local 

telephone service, domestic and international long distance service, and Internet and data 

services to small- and medium-sized business customers, primarily in medium-sized US. 
cities. 

ATG’s business plan provided for the implementation of facilities-based operations 

in portions of Northem California, Nevada, Oregon, Washington, Colorado, Connecticut, 

New Jersey, New York, Maryland, and * Virginia. To execute its business plan, ATG 

required firnding in the form of both debt and equity. Proceeds from equity investment and 

-3- 
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debt were used-for working capital, for hd ing  market construction and operating losses, 

for the expansion of the business through acquisition, and for general curporate purposes. 

Equity investment totaled $3 10.8 million, and included $2.2 million for Series A 

preferred and founders’ common shares issued July-1998; $100 million for Series B 
preferred shares issued in November 1998; $2.8 million for Series C preferred s h e s  issued 

in August 1999; $175 million for Series D shares issued in December 1999; $30 million for 

Series E preferred shares and Series D-1 prefenred shares and warrants issued in May 2001 ; 

and $761,000 for common shares issued pursuant to options exercised at various dates 

during this period. 

In May 1999, ATG secured an initial $100 million line of credit from a consortium of 

banks led by Wachovia Bank, N.A. ATG’s lenders agreed to amend and increase its credit 

facility to $160 million on July 30,1999, In July 2000, ATG sought and secured a second 

amendment to extend its credit facility to $260 million. By March 2002, ATG had 

borrowed $203 million against this credit facility. By the time of the filing of the 

Chapter I 1  Cases, Debtors had incurred consolidated net operating losses of approximately 

$150 million, 

In January 1999, ATG began construction of markets in Smta Rosa, Califoda, 

Olympiflacoma, Washington, and SalemEugene, Oregon. Xn June 1999, ATG purchased 

SCS for approximately $85 million in cash, thereby assuming SCS’s revenue generating 

operations in Oregon and Washington. ATG also began construction of its Reno, Nevada, 

market in June of that year. By July 1999, ATG completed construction andor had operable 

switching facilities in Sanb Rosa, OlympialTacoma, and Salem/Eugene, and was generating 

revenue fiom these operations by July and August of 1999. 

ATG began market construction in Rockville, Maryland, in August 1999 and merged 

with NewComm Net, Inc. in a stock transaction In September 1999 to “jump start” revenue 

in the Maryland and Virginia markets. The operations of NewComm Net were later 

combined with those of ATI. 
t 

FIRST ” D E I )  DISCLOSURE STATlEMENT TO FIRST 
AMENDED JOINT PLAN OF REORGANIZATION 



1 

- 2  

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

5 -  

_ _  

In J ~ u W  2000, ATG began market construction in Portland, Oregon, and Everett/ 

Bellingham, W~hington, to increase revenue already being generated by its subsidiary, 

SCS. At this time, construction was also initiated in Stamford, Connecticut, S a  Rafael, 

California, Towson, Maryland, and Nassau County, New York By February 2000, ATG 

had completed construction of its Reno, Nevada, market and began generating revenue fiom 

that operation. In April 2000, ATG acquired Olympia Networking Services, hc. to expand 

its presence in Washington and completed construction of its Rockville, Mayland, facility: 

This immediately increased revenue in Maryland and allowed for expansion o f  revenue 

generating service to Virginia in November 2000. 

. In May 2000, ATG began construction in Northern Colorado. July 2000 marked 

construction starts in Mercer County, New Jersey, Westchester County, New York, and 

Walnut Creek/Pleasanton, California. ATG initiated no additional construction starts after 

July 2000. 

In September 2000, market builds were completed in EverettBellingham, Stamford, 

San Rafael, and Nassau County. In October 2000, ATI acquired Sourcenet, Inc. to expand 

revenue in Reno. Northern Colorado's build was completed in November 2000, and in 

February 2001 the builds for Mercer County and Walnut CreeWPleasmton were finished. 

Construction in Towson, Maryland, and Westchester County, New York, was never 

completed. 

ATI used h d s  to purchase specific telecommunications assets from FairPokt 

Communications Solutions Corporation and Avista Co"ications, hc. in December 

2001, for approimately $3.9 million and $750,000, respectively, in an attempt to increase 

revenue and market share quickly in the State of Washington. 

B. Events Leading to the Filing of the Chapter 11 Cases. 

As a facilities-based telecommunications service provider, the business plans for each 

of Debtors' markets called for sizable capital investment in infrastructure, with return on 

investment planned to occur within 12-1 8 months after the start of sewice. These business 

plans proved overly optimistic. 

-5- 
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AMENDED JOINT PLAN OF REORGANIZATION 

Perfor”ce ih Debtors’ first market closely tracked expectations, but Debtors could 

not replicate th is  performance when they expanded rapidly into multiple markets. In 

addition, Debtors encountered extensive delays and cost overruns during network 

construction. Completed new markets began to generate revenue fix later than planned and 

operated at a loss far longer, requiring unplanned infusions of cash to remain operable. As 

this pattern continued, construction in several markets was abandoned to eliminate 

additional long-tam operational losses. As of the Petition Date, none of Debtors’ markets 

was profitable and only one was near break-even. 

Debtors attempted to “jump start” profitability by investing heavily in the acquisition 

of operating telecommunications.service providers in the key markets of Oregon, 

Washington, and Maryland. The acquired organizations had been primarily focused on 

reselling phone service, and were not facilities-based operations. Transition fkom resale to 

wholesale operations took longer than anticipated. It was also hampered by a lack of 

operational experience at the market level and soft central management. At the Petition 

Date, operations in Maryland had been closed down and, although revenue increased in 

Oregon and Washington, those markets remained unprofitable. 

A decentralized management structure, combined with weak reporting and control at 

the executive level, resulted in overstaffing and unregulated spending across the 

organization. As cash reserves declined, Debtors strengthened senior management. They 

also initiated layoffs and stringent cost controls. Debtors fiuther sought additional working 

capital from their kivestor and lender groups, but were unsuccessfbl based on both their lack 

of performance and the declining state of the financial markets. 

* *  

In April 2002, Debtors defaulted under the terms of their credit facility by failing to 

pay interest due. The Chapter 11 Cases were filed on May 2,2002, so that Debtors could 

conduct a0 orderly liquidation of their assets and maximize the recovery for their creditors. 

I 
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Iv. 
CHAPTER 11 EVENTS 

A. Administrative Orders, 

On May 2,2002, the Court entered its ordersjointly administering Debtors’ 

bankruptcy cases and limiting notice In those cases. On May 6,2002, the Court entered its 

order designating Gary Cuccio as the designated responsible individual of Debtors. On May 

7,2002, the Court entered its orders authorizing Debtors to maintain their existing bank 

accounts and cash management system, and to honor certain pre-petition priority obligations 

to employees. 

B. Appointment of Committee of Unsecured Creditors. 

On May 8,2002, the United States Trustee filed its notice of appointment of a 

Creditors’ Conunittee. This notice set forth the initial composition of the Creditors’ 

C o d t t e e  as follows: Lee McElrath for Step 9 Software Corp., Antonia Atwater for 

Antonio Atwater SN Holdings, Brian Buchanan for UFO Communications (Unlimited 

FiberOptics), and Kenneth Nguyen for Verizon Communications. On May 9,2002, the 

United States Trustee filed its first and second amended notices of appointment, which were 

amended to include Jane Frey for Qwest CommunicaGons Cop. and Carolyn W. Keith for 

Verizon Communications. 

C. Debtors’ Use of Cash Collateral. 

Om May 6,2002, the Court entered its interim order authorizing Debtors’ use of cash 

collateral and granting adequate protection pursuant to Code Sections 105,361,362(6) and 

363. Debtors operated under that interim order, as subsequently supplemented, through 

mid-July 2002. On July 17,2002, the Court entered its frnal order approving Debtors’ use 

of cash collateral and granting adequate protection. The final cash collateral order provided 

for Debtors’ use of cash collateral pursuant to a budget (attached as an exhibit to the order) 

through mid-September 2002. In addition, the final order contemplated future 

budgets and required Debtors to serve those future budgets on certain parties and utilities, 

-7- 
FIRST AMENDED DISCLOSURE STATEMENT TO FIRST 

AMENDED JOINT PLAN OF REORGANlZATTON 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

-. i6  

17 

18 

19 

20 

21 

22 

23 

24 

. 25 

26 

27 

28 

including those-utilities thafhad objected to Debtors’ motion to deem utilities adequately 

usured of future perfoxmame. 

Finally, the cash collateral order provided for a carve-out in the sum of $200,000 to 

De paid to general unsecured creditors exclusive of the Class 2A Deficiency Claim. This 
sum is to be paid out of the proceeds of the sale of Debtors’ assets, which were otherwise 

subject to the Senior Secured Creditors’ Liens, and has been provided for in the Plan as part 

af the Unsecured Distribution Reserve. 

Debtors are currently operating under a cash collateral budget that extends through 

b e  end of February 2003. That budget has been served on the required parties. It is 

mticipated that M e r  budgets will be approved that will. allow Debtors the use of cash 

:ollateral through the Conbation Date. 

D. Claims Bar Dates. 

I. Pre-Petition Claims. 

The deadline for filing claims arising before the Petition Date was (a) September 5 ,  

2002, for all claims other than the claims of governmental units or claims arising &om the 

rejection of an executory contract, and (b) October 29,2002, far claims of governmental 

units. 
. <  - 2. Other Claims. 

Claims arising after the Petition Date are entitled to full payment and are treated as 

Administrative Claims under the Plan. The Plan provides for an additional deadline for 

filing Administrative Claim incurred after the Petition Date. That deadline is expected to 

be 45 days after the Effective Date. 

. 3. Professional Fees and Costs. 

Claims of attorneys, accountants and other professionals, bcluding counsel for the 

Creditors’ Committee, for fees and costs incurred after the Petition Date, but before the 

Effective Date, will be determined by order of the Court after the Confirmation Date. 

Debtors’ professionals entitled to compensation from the Estates and the estimated amount 

of that compensation is set forth below. 
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E. Professionals h g a i e d  by Debtors. 

Debtors have retained the following professionals during the Chapter 11 Cases 

?ursuant to the following Court orders: (I)  Sheppard, Mullin, Richter & Hampton LLP, as 

Debtors’ counsel, pursuant to the Court’s order entered on May 13,2002; (2) Memll, 

h o n e  & Jones, LLP, as Debtors’ conflict counsel, pursuant to the C01PTt’s order entered on 

May 24,2002, (3) Moss Adam, LLP, as Debtors’ accountants, pursuant to the Court’s order 

mtered on May 24,2002, (4) Richard H. Levin, as Debtors’ regulatory counsel, pursuant to 

the Court’s order entered on May 24,2002, and (5) Crossroads LLC, as Debtors’ financial 

advisors, pursuant to the Court’s order entered on May 24,2002. 

By orders dated September 20,2002, the Court approved interim compensation to the 

above professionals as follows: (1) Sheppard, Mullin, Richter & Hampton LLP in the 

amount of $773,615.00 in fees and $59,721.50 in expenses; (2) Memll, b o n e  & 

Jones LLP in the amount of $8,557.00 in fees and $345.03 in expenses; (3) Moss Adams in 

the amount of $53,747.90 in fees and $109.43 in expenses; (4) Richard H. Levin in the 

amount of $66,45O.00 in fees and $751.38 in expenses; and (5) Crossroads, LLC in the 

amourif of $280,222.00 in fees and $25,724.67 in expenses. 

The above professionals filed their second interim applications for fees and expenses 

and a hearing .on those fees and expenses was held on January 3 1,2003. By orders dated 

January 3 1,2003, the Court approved interim compensation as follows: 

(1) Sheppard, Mullin, Richter & Hampton LLP - fees $379,208.00 and expenses 

of $31,014.18. 

(2) 

(3) 

(4) 

(5 )  

M a ,  h o n e  & Jones LLP - fees $9,826.00 and expenses of $19.65. 

Moss Adams - fees $53,747.90 and expenses of $109.43. 

Richard H. Levin - fees $64,825.00 and expenses of $898.18. 

Crossroads LLC - fees $507,822.50 and expenses of $61,008.44. 
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F. Statements of Financial Affairs and Schedules of Assets and Liabilities. 

On May 13,2002, Debtors filed their respective Statements of Financial Affairs and 

Schedules of Assets and Liabilities. Those documents are on file with the clerk of the Court 

and are available for review during noma1 business- hours. 

G. Orders Authorizing Asset Sales. 

On May 2,2002, Debtors filed their motion to sell SubstantialIy at1 of their assets 

through an auction and to assume and assign certain executory contracts and unexpired 

leases in connection with that sale. The Court approved that motion and authorized Debtors 

to proceed with an auction in accordance with the Court-approved procedures. Although it 

did not produce a single asset purchase agreement for the majority of Debtors’ assets, the 

auction did produce a sale of Debtors’ San Rafael and Concord assets to U.S. TekPacific 

Corporation (“TelePacific”) for the purchase pnce of $500,000, subject to adjustment. 

Fwther, as a result of negotiations with a bidder at the auction, Debtors presented to the 

Court a “stalking horse” proposal for SubstantialIy all of Debtors’ assets in the western 

states. The Court approved the proposed overbid procedures and a second auction was 

authorized. 

GE Business Productivity Solutions, Inc. (“GEBPS”) emerged as the successful 

bidder at the second auction. On June 25,2002, the Court entered its order approving the 

sale of substantially all of Debtors’ western assets to GEBPS. That order authorized 

Debtors to sell their principal assets, including their central operations, real estate and 

certain networks to GEBPS pursuant to the terms of an Asset Purchase Agreement (the 

%PA”) between GEBPS and Debtors. 

In addition to the sales to GEBPS and TelePacific, Debtors filed motions to sell 

assets in Maryland and Virginia to Cavalier Telephone, LLC (“Cavalier”). The Court 

entered its order authorizing the Cavalier transaction on June 24,2002, That sale brought 

$1.45 million into the estate in markets that Debtors were forced to shut down shortly after 

the Petition Date, and included the assignment of two executory contracts to Cavalier. 

Debtors also filed a motion for authority to sell their laboratory in Santa Rosa for 
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$1 .O million to Network Art& Interoperability Laboratory (‘WAIL’’). The Court entered its 

order approving the sale to NAIL, on June 1-1,2002. 

Debtors’ asset sales to TelePacific, Cavalier and NAIL have closed. T h e  GEBPS 

transaction was scheduled to close in late October or‘early November 2002. However, 

before the transaction contemplated by the APA was closed, GEBPS, with the subsequent 

concurrence of Debtors and the Senior Secured Creditors acting through Wachovia Bank, 

N.A., proposed a restructuring of the sale transactions contemplated by the APA into a 

reorganization plan under the Code. 

The proposed restructuring under the Plan will enable GECC or its affiliates, to 

obtain the benefits of certain of Debtors’ regulatory licenses and other intangible assets that 

would not have been available under the APA. In addition, GECC may realize certain tax 

and financial efficiencies under the proposed restructuring that would not have been 

available under the APA. In connection with the confirmation of the Plan, GEBPS has 

agreed to pay or cause its assigns to pay to Debtors all of the consideration that would be 

paid under the APA, plus additional consideration in the amount of $6.3 million. In 
addition, GECC (one of the Senior Secured Creditors) has agreed to forego the amount that 

otherwise would have been distributed to it or its assigns in its capacity as a Senior Secured 

Creditor in the Chapter 11 Cases. 

In connection with the GE3PS transaction, Debtors sought and obtained orders 

(which were entered on December 19,2002) extending the time within which they might 

assume certain nonresidential real property leases to June 15,2003, and extending the period 

within which they would have an exclusive right to file and solicit acceptances of their plan. 

If either GEBPS or Debtors terminate the Investment Agreement or GEBPS abandons the 

Plan, GEBPS and Debtors are obligated to close the APA in accordance with its terms. If 

GEBPS terminates the Investment Agreement (as described in greater detail below) and, as a 

result, closes the APA, Debtors will not be able to consummate the Plan. If  that OCCW, 

Debtors will exercise their rights to modify the Plan in compliance with Code Sections 11 27 

and 1125. 

t 
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In December 2002, GEBPS, Debtors i d  Senior Secured Creditors also entered into a 

Lock-Up, Voting and Consent Agreement. Under that Agreement, the Senior Secured 

Creditors agreed, among other things, to support the Plan on the terms set forth in that 

Agreement. 

On December 20,2002, GEBPS and Debtors entered into an Investment Agreement 

that provided for the purchase by GEBPS of the New Debt under the Plan. The Investment 

Agreement also gives GEBPS the right to texminate the agreement, in its sole discretion, OA 

written notice before the Confirmation Date. 

The Investment Agreement can also be terminated by GEBPS or Debtors, on 

5 business days written notice, if the following milestones are not met, subject to an 

extension as a result of certain agreed upon delays: 

(I) January 20,2003 - Filing by Debtors of a plan and disclosure statement 

acceptable to GEBPS; 

(2) February 28,2003 - Entry of an order by the Court approving the disclosure 

statement; 

(3) 

(4) 

These milestones may be extended as a result of certain delays, but in no event can 

April 22,2003 - Entry of the Confirmation Order; 

May 2,2003 - The Effective Date. 
- 

the Effective Date be extended beyond May 30,2003. 

In addition to the assets sales discussed above, on May 24,2002, the Court entered its 

order approving certain sales procedures for the sale of Debtors’ assets with a value of less 

than %50,000. 

H. Additional Unsecured Distribution, 

In connection with the purchase of the New Debt, $300,000 of the purchase price for 

the New Debt will be paid into the Unsecured Distribution Reserve on the Effective Date. 

I. Real Estate Sales. 
I 

Under the t e m  of the M A ,  GEBPS was authorized to list Debtors’ real property in 

Salem, Oregon, and Bend, Oregon, for sale on Debtors’ behalf. If GEBPS found a buyer for 
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these properties before tfie closing contemplated by the APA, Debto& were required to 

cooperate in the sale of the properties and GEBPS was required to reimburse Debtors for the 

costs of those sales. Theses properties were subsequently sold and generated a combined 

purchase price of approximately $4.5 million. 

J. Compromises of Controversies with Lucent and Nortel. 

Lucent Technologies, Inc. (“Lucent”) and Nortel Networks, he. (‘Wortel”) raised 

significant objections to Debtors’ asset sales. Both Lucent and Nortel initidly refhed to 

consent to the transfer of custom software essential to running Debtors’ switches. Debtors 

ultimately resolved Lucent and Nortel’s respective objections, which allowed Debtors’ asset 

sales to proceed as scheduled. On June 26,2002, the Court entered its order approving 

Debtors’ settlement with Lucent and, on October 17,2002, the Court entered its order 

approving Debtors’ settlement with Nortel. 

K. Commencement of Adversary Proceeding Against TeIePacific. 

On October 29,2002, Debtors filed an adversary proceeding against Telefacific for 

breach of contract and violation of the automatic stay. That action is pending before the 

Court and has been assigned adversary proceeding number 02-1226. As set forth in their 

complaint, Debtors seek redress for damages resulting fiom TelePacific’s breach of 

contracts entered into between the parties in connection with the sale of certain of Debtors’ 

assets to TelePacific. In addition, Debtors seek a finding of contempt and redress for 

damages resulting fiom TelePacific’s intentional violation of the automatic stay of Code 

Section 362, in connection with TelePacific’s filing of a motion before the California Public 

Utilities C o d s s i o n  for a temporary restraining order and order joining ATG as a p-. 

On November 27,2002, TelePacific filed its answer to the complaint and a 

counterclaim against Debtors for (1) breach of contract, (2) breach of the implied covenant 

of good faith and fair dealing, (3) unfair business practices kder  the California Business 

and Professions Code, and (4) equitable estoppel. Debtors filed their answer to that 

counterclaim on December 23,2002. 
I 

-1 3- 
FlRST AMENDED DISCLOSURE S T A T E ~ N T  TO FIRST 

AMENDED JOINT PLAN OF REORGANIZATION 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

- i6  

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

Trial in the TeiePacific adversary proceeding is set for September 2003. Debtors 

intend to vigorously pursue this action. 

V. 

PLAN OF €WORGANIIZATION 

The Plan contemplates the cancellation of Debtors’ existing stock and the issuance of 

new stock in Reorganized ATG to secured creditor GECC or its assigns, the issuance of new 

stock in Reorganized AT1 to Reorganized ATG and the issuance of new stock in 

Reorganized SCS to Reorganized ATI. Reorganized Debtors will remain in operation. 

Creditors will receive payments fkom the liquidation of certain assets of Debtors, the 

Assigned Rights, Avoidance Claims and proceeds fiom the sale of New Debt as set forth 

below. 

Senior Secured Creditors will receive in cash an amount estimated to be in excess of 

$25 million on account of their Secured Claims (which amount includes the distributions 

received during the Chapter 11 Cases from the proceeds of their Collateral and the 

distributions to be received on and after the Effective Date). In addition, the Senior Secured 

Creditors will receive a Pro Rata share of the Assigned Rights and their Adjusted Pro Rata 

Share of the Avoidance Claims in respect of their Secured Claims. General unsecured 

creditors Will receive their Adjusted Pro Rata Share of the Avoidance Claims. General 

unsecured creditors also will share on a Pro Rata basis the Unsecured Distribution Reserve 

&of $500,000, exclusive of the Class 2A Creditors’ Deficiency Claim or any Deficiency 

Claim of Class 2B under the Plan. 

A. 

. 

Specification and Treatment of Claims and Interests. 

The treatment of Claims described below applies only to Allowed Claims. Claims 

that are asserted but are subject to a pending objection, claims subject to an estimation order 

of the Court, or to a requirement of Court review or approval (such as requests for payment 

of Professional fees) will be paid only after they become Allowed Claims. Distributions to 

holders of Claims that are not Allowed Claims as of the Effective Date will be made in 

t 
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accordance with the Plan provisions for the Class of Claim if and when the Claim becomes 

an Allowed Claim. 

1. Non-Classified Claims. 

Section 1 123(a)( 1) of the Code provides that certain Claims, including Professional 

fees, Claims for goods or services arising out of the ordinary come of Debtor’s business 

after the Petition Date and Claims for taxes, will not be classified under the Plan. Debtors 

estimate their Non-Classified Claims to be $1.4 million at Confinnation. 

2. CIassified Claims. 

The Plan divides Claims of creditors and holders of interests in the Debtom 

into classes, all of which are designated as impaired (meaning that creditors’ and 

shareholders’ rights are changed by the Plan). The classes, and their treatment, are as 

described below: 

a. Prioritv Claims. Unless the holder agrees to receive other, less 

favorable treatment, each holder of an Allowed Priority Claim will be paid 100% of the 

unpaid amount of the Allowed Priority Claim by Reorganized ATG, in cash. Payment will 

be made on or as soon as reasonably practicable after the later of (1) the Effective Date, and 

(2) the date the Priority Claim becomes an Allowed Priority Claim. Reorganized ATG will 

assume primary responsibility for objecting to Priority Claims and resolving all objections. 

Senior Secured Creditors’ Claims (Class 2A). 

(1) Subject to Section 6.2(b) and Section 9.2 of the Plan, each holder of 

b. 

a Class 2A Claim ovill receive fkom the Liquidation Trust its (A) Pro Rata share of the 

Distributable Cash and the New Senior Investment Cash Consideration (except for $300,000 

of the New Senior Investment Cash Considemtion, which will be paid into the Unsecured 

Liquidation Reserve, and subject to the escrow established by the Holdback Escrow 

Agreement), (B) its Adjusted Pro Rata share of any procezds arising from the Avoidance 

Claims, and (C) its Pro Rata share of any proceeds arising fiom the Assigned Rights; or (2) 

such other treatment as is agreed between the holder and Debtors. The cash portion of the 

distribution will be made on the Effective Date (except for the proceeds of the Holdback 

t 
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Escrow Agrement, which -kill subsequently be paid to the Liquidation Trustee pursuant to 

the Holdback Escrow Agreement and distributed under the Liquidation Trust) and the 

remainder of the distribution will be made by the Liquidation Trustee as soon as reasonably 

practicable thereafter. The Senior Secured Creditors' Claims will be deemed Allowed on 

the Confirmation Date in the amounts set forth in the respective proofs of Claim filed in the 

Chapter 11 Cases. 

. -  

(2) On the Effective Date, the Liquidation Trust will be established. All 

of the Assigned Rights and Avoidance Claims (and all liabilities and claims related thereto 

or associated therewith) and all Distributable Cash (plus items (d) and (f) referred to in the 

dehition of Distributable Cash) held by Debtors at the close of business on the day before 

the Effective Date will be transferred to and vest in the Liquidation Trust. In addition, the 

New Senior Investment Cash Consideration will be paid to Reorganized ATG, which will 

immediately distribute the fimds to the Liquidation Trustee. The Liquidation Trustee will 

transfer $300,000 to the Unsecured Distribution Reserve and, subject to Section 9.l(c) of the 

Plan, will distribute the remainder to the Administrative Agent. In addition, $500,000 (plus 

any earnings thereon) paid by Buyer under the APA into a trust account of Sheppard, 

Mullin, Richter & Hampton LLP will be transferred on the Effective Date to the Liquidation 

Trustee to be distributed to the Administrative Agent. Pursuant to the Liquidation Trust 

Agreement, a copy of which is annexed as Exhibit 2 to the Plan, the Liquidation Trustee will 

prosecute and administer the Avoidance Claims for the benefit of the holders of Class 2A 

Claims and Class 4 Claims as set forth in the Plan. Except fbr distributions to holders of 

Class 4 Claims fkom the Unsecured Distribution Reserve and their Adjusted Pro Rata share 

of any proceeds of the Avoidance Claims, dl other distributions from the Liquidation Tmt ,  

less expenses, will be paid to the Admhistrative Agent for the benefit of the holders of 

Class 2A Claims. Debtors, Reorganized Debtors, GEBPS, Buyer, GECC and their 

respective assigns will not have any obligations to the holders of Class 2A Claims or Class 4 

Claims except as otherwise provided in the Plan. 
t 
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(3) On receipt of the distributions provided for in Sections 6.2(a), 6.2@) 

or 6.3 of the Plan, as the case may be, the respective Creditor’s Liens or other security 

interest in the Senior Secured Collateral held by the Creditor receiving the distributions will 

be deemed released irrevocably and unconditionally without M e r  action. 

C. Senior Secured Creditors’ Claim of GECC (CIass 213). 

In lieu of its Ratable Class 2A distribution, GECC or its assigns will 

receive the Class 2B distn’butions entitling it to obtain New ATG Common Stock. GECC or 

its assigns will not receive any distributions under the Plan that are provided to members of 

Class 2A or Class 4. 

d. Other Secured Claims (Class 3). 

Unless it agrees to receive other, less favorable treatment, each holder 

of an Allowed Other Secured Claim will receive one of the following treatments as soon as 

reasonably practical on or after the Effective Date: 

(1) Reorganized Debtors will leave unaltered all of that holder’s other 

legal, equitable, or contractual rights with respect to its Class 3 Claim, including the 

retention of the liens securing the Claim; 

(2) Reorganized Debtors will convey the Collateral that is subject to the 

holder’s Class 3 Claim; or 

(3) Reorganized Debtors will pay to the holder of a Class 3 Claim cash 

in the amount of its Allowed Class 3 Claim. 

Reorganized Debtors, in their sole discretion, will select which of these treatments 

each holder of an M o w e d  Class 3 Claim d l  receive. 

e. Unsecured CIaims (Class 4). 

Each holder of an Allowed Unsecured Claim will receive its Pro Rata 

share of the Unsecured Distribution Reserve and its Adjusted Pro Rata share of the proceeds 

of any Avoidance Actions. The Liquidation Trustee will distribute any finds in the 

Unsecured Distribution Reserve as soon as is reasonably practical, based on his review and 

determination of the Unsecured Claims and any necessary reserve for Disputed Claim. All 

? 
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costs, fees and-expenses, including reasonable attorneys’ fees and expenses, that are 

incurred after the Confinnation Date in connection with (a) the administration of the 

Unsecured Distribution Reserve, and (b) the allowance and determination of Class 4 Claims, 

will be hnded as provided in Section 9.l(c) of the Plan. Subordination rights, if any, arising 

out of contractual subordination provisions under Section SlO(a) of the Code will be 

enforced Notwithtanding the foregoing, no portion of the Unsecured Distribution Reserve 

will be used to pay any Administrative Claim of the Senior Secured Creditors or the fees and 

costs associated with the Liquidation Trust, the administration of the Unsecured Distribution 

Reserve, the Liquidation Trustee’s allowance or detennination of Class 4 Claims or the 

Liquidation Trustee’s other administrative costs. 

3. Esuitv Interests (Classes 5A, 5B and 5Cl. 

a. Class 5A. Holders of Equity Interests in ATG will receive no 

distribution of any kind under the Plan on account of their Equity 

Interests. On the Effective Date, all Equity Interests in ATG will be 

the holders of Class 2B Claims. 

b. Class 5B. Holders of Equity Interests in AT1 will receive no 

distribution of any kind under the Plan on account of their Equity 

Interests. On the Effective Date, all Equity Interests in AT1 will be 

deemed cancelled and the New ATI Common Stock will be issued to 

the holders of Class 2B Claims. 

C. Class 5C. Holders of Equity Interests in SCS will receive no 

distribution of any kind on account of their Equity Interests. On. the 

Efl‘ective Date, all Equity Interests in SCS will be deemed cancelled 

and the New SCS Common Stock will be issued to the holders of Class 

2B Claims. 
t 
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4. Estimated Creditor Payments. 

Payments to creditors under the PIan will czpend, in part, upon the success of 

the Avoidance Claims and the recoveries of the Assigned Rights. Included in the attached 

Exhibit 2 i s  a Summary of the estimated creditor payments. 

B. Sources of Creditor Payments Under the Plan. 

1. Unsecured Distribution Reserve. 

General unsecured creditors in Class 4 holding Allowed Claims will receive a 

Pro Rata Share of $500,000 and an Adjusted Pro Rata share (with holders of Class 2A 

Claims) of the proceeds of the Avoidance Claims. 

2. Assimed Rights. 

Under the Plan, all Assigned Rights will be administered for the benefit of 

Class 2A Claims only. In accordance with the Senior Secured Documents and prior Orders 

of the Court, the Senior Secured Creditors have a senior security interest and/or Priority 

Claim against the Assigned Rights. Under the Senior Secured Documents, the Senior 

Secured Creditors have a perfected security interest in SubstantialIy all of Debtors’ real and 

personal property including all property to be sold under the APA and all investments, 

general intangibles, receivables, and equipment. In addition, pursuant to the Order 

Authorizing Use of Cash Collateral and Granting Adequate Protection dated July 17,2002, 

the Senior Secured Creditors were granted a super priority claim as set forth in paragraph 13 

of that order. The Assigned Rights include certain litigation claims against third parties, as 

follows: 

a, Pending Litigation. 

(1) 

(2) 

Advanced Telecom Group, Inc. v. Alcatel USA Sourcing L.P. 

Advanced Telecom Group, Inc. v. Michels Pipeline 

Construction, hc. 

(3) 
Article W(H) of this Disclosure Statement. 

Advanced Telecom Group, Inc. v. TelePacific, as detailed in 
t 
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b. Value of Assigned Ftights. Debtors believe that the value of the 

Assigned Rights, exclusive of the Claims listed in V.B.2.a. above and the Avoidance 

Claims, is less than $ IS0,OOO. 

3. Avoidance Claims. 

Under the Plan, all Avoidance Claims will be administered for the benefit of 

Class 2A and Class 4 Claims. 

Debtors’ statements and schedules reflect payments made to creditors, including 

insiders and professionals, during the applicable preference periods. After an extensive 

analysis of these payments, Debtors determined that with the exception of the following 

insiders and professionals, the payments made were made in the ordinary course of Debtors’ 

business. The Avoidance Claims identified by Debtors include the contemplated actions 

against the following defendants: 

a. 

b. 

C. 

d. 

Thomas Grina - The former Chief Financial Officer of Debtors, 

Mr. Grina received approximately $275,000 in severance payments 

within one year before the Petition Date. Debtors believe that these 

payments are recoverable. 

Clifford Rudolph - The former Chief Executive Officer of Debtors. 

M i  Rudolph received the sum of $750,000 in loan proceeds and in 

excess of $100,000 in insurance benefits. Debtors believe that these 

payments and benefits are recoverable. 

Kathryn Tfiomas - The fonner vice-president of Debtors. Ms. Thomas 

received approximately $39,000 in loans and severance payments. 

Debtors believe that these loans and payments are recoverable. 

Robert Warstler - The former President and Chief Operating Officer of 

Debtors. Mr. Warstler received in excess of $250,000 in severance 

payments. Debtors believe that these payments are recoverable. 
1 
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4. I&"a&e of &W Common Stock. 

In consideration for the cancellation of the indebtedness owed to GECC, 

Reorganized ATG will issue New ATG Common Stock to the bolder of the Class 2B 

Claims. 

5. Obiections to Claim. 

Debtors have identified claims that are subject to possible objection and will 

consult with the Creditors' Committee before filing objections. 

C.  Means for Implementing the Plan. 

The following will occur on the Effective Date: 

1. Liquidation Trust. 

a. Establishment of Liauidation Trust. To facilitate implementation of 

the Plan, a Liquidation Trust will be established for the purposes ofi 

(1) holding, prosecuting, administering, liquidating and distributing the 

Assigned Rights and Avoidance Claims for the benefit of Class 2A and 

Class 4 Allowed Claims, respectively; (2) reserving for Disputed 

Claims; (3) prosecuting objections to Fee Claims and Class 4 Claims; 

(4) making distributions to holders of Allowed Fee Claims, 

(5) preparhg.periodic reports to be distributed to the Office of the 

United States Trustee, the Administrative Agent and any other party in 

interest; (6) performing administrative services related to the 

implementation of the Plan; (7) employing professionals, including 

counsel and accountants, for assistance in fulfilling its obligations 

under the Liquidation Trust Agreement; (8) receiving payments under 

the Holdback Escrow Agreement and the Expense Disbursement Letter 

and making the respective distributions of those amounts as provided in 

the Liquidation Trust Agreement; and (9) otherwise acting in 

accordance with the Liquidation Trust Agreement, the Plan and orders 

of the Court. 
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b. 

C. 

d. 

Appointment of Liquidation Trustee. On or before the Confinnation 

Date, Debtors will appoint one or more Persons to act as the 

Liquidation Trustee. 

Fees and Costs of the Liquidation Trustee and Professionals. me 

Liquidation Trustee will retain from any proceeds received under the  

Plan an amount estimated to be more than sufficient to fund the fees 

and costs of administering the Liquidation Trust, making the required 

distributions as provided in the Plan, and satisfLrng the fees and costs of 

their professionals in accordance with a budget agreed by Debtors, the 

Creditors' Committee and the Administrative Agent. The Liquidation 

Trustee will distribute to the Administrative Agent my excess 

remaining after all distributions have been made. 

Provision of Office Space, Equipment, Etc. for the Liquidation 

Trustee. For a period of one year f b m  and after the Effective Date, 

Reorganized ATG will permit the Liquidation Trustee, at no additional 

cost or liability to Reorganized ATG, and subject to Reorganized 

ATG's (1)  reasonable security and operations policies and instructions 

and (2) reasonable satisfaction that the Liquidation Trustee's insurance 

is sufficient and available to cover Reorganized ATG against any cost 

or liability to Reorganized ATG potentially arising fkom any such 

access or use, the Liquidation Trustee's reasonable rent-fiee access to 

and use of office space at 19-23 Old Courthouse Square, Santa Rosa, 

California, and to office equipment and furniture and office supplies as 

and to the extent the same are reasonably necessary to enable the 

Liquidation Trustee to fulfill their duties under the Liquidation Trust. 

At its discretion, 1 Reorganized ATG may provide to the Liquidation 

Trustee comparable office space at another location in Santa Rosa, 

California, or at another location agreed to by the Liquidation Trustee 
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and Reorganized ATG. Reorganized ATG will also provide the 

Liquidation Trustee with reasonable access to any of t h e  books and 

records of Debtors necessary for fulfilling the purposes of  the 

Liquidation Trust. 
- -  

2, New Stock Issuance. 

a. Issuance of New ATG Common Stock. In consideration of GECC’s 

Class 2B Claim, GECC or its assigns will receive on the Effective Date 

and in lieu of any other distribution in respect thereof, New ATG 

Common Stock, which will constitute all of the authorized common 

stock of Reorganized ATG. 

Issuance of New Senior Investment. Pursuant to the Investment 

Agreement, Buyer will purchase the New Debt (the ‘Wew Senior 

Investment”). Buyer will pay the purchase price for the New Senior 

Investment to Reorganized ATG on the Effective Date, in cash and in 

an amount equal to the New Senior Investment Cash Consideration. 

Reorganized ATG will immediately pay the New Senior Investment 

Cash Consideration to the Liquidation Trust. The New Debt will be 

evidenced by an unsecured five-year promissory note by Reorganized 

ATG, which will be payable to Buyer (or to any assignee or transferee 

holder of the New Debt) and will bear interest at a rate per annum equal 

to the applicable Federal Rate 5ts defined by the Internal Revenue 

b. 

Service. 

Continued Liabilitv of GEBPS. An assignment by GEBPS of its 

rights and obligations as Buyer will not release it fiom liability for 

ensuring payment of the New Senior Investment Cash Consideration to 

the Estate. 

C- 

d. Revesting of Assets in the Reorganized Debtors. The Assets of the 

Estate of each Debtor, respectively, will revest, as applicable, in each 
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Reorganized Debtor, respectively. From and after the Effective Date, 

each Reorganized Debtor may operate its business and use, acquire, and 

dispose of property free of any restrictions of the Code, the Rules and 

the Court. As of the Effective Date and except as provided in the Plan, 

(1) all property of Reorganized Debtors will be free and clear of all 

Liens, Claims, encumbrances, and interests, and (2) all Liens, Claims, 

encumbrances and interests, incIudhg Equity Interests, will be both 

discharged and released as to each Reorganized Debtor. 

3. Issuance of New ATI Common Stock. 

In consideration of Reorganized ATG's agreement in the Plan to contribute to 

the payment of' Claims against AT1 under the Plan, and in accordance with the terms of the 

Plan, Reorganized ATG will receive the New ATI Common Stock, which will constitute all 

of the authorized common stock of Reorganized ATI. 

Issuance of New SCS Common Stock. 

In consideration of Reorganized ATI's agreement in the Plan to contribute to 

4. 

the payment of Claims against SCS under the Plan, and in accordance with the terms of the 

Plan, Reorganized AT1 will receive the New SCS Common Stock, which will constitute all 

of the authorized common stock of Reorganized SCS. 

5. Directors and OEcers. 

a* The authority, power and incumbency of the persons then acting as 

directors and officers of each Debtor will be terminated, they will be 

deemed to have resigned and (except in respect of any claim arising or 

relating to the period before their termination) they will be released 

fium and discharged of my Eurther authority, duties, responsibilities 

and obligations relating to, arising from and in connection with 

Debtors, and 
1 

b. The New Directors and the New Officers will be deemed to have been 

elected to their respective positions with Reorganized ATG. In due 
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course, Reorganized ATG will appoint or cause to be appointed new 

directors of Reorganized AT1 and of Reorganized SCS, who in tun will 

elect new officers of Reorganized ATI and Reorganized SCS. 

6. Pavment of Fee Claims. 

a. 

b. 

C. 

d. 

On the Effective Date, GEBPS or its assignee will forward to the 

Liquidation Trust all amounts then owed to Debtors under the Expense 

Disbursement Letter, and thereafter make such M e r  payments to the 

Liquidation Trust as required by the Expense Disbursement Letter. 

The Liquidation Trustee will disburse fhds  fiom the Liquidation Trust 

to pay all Allowed Fee Claims and the fees of professionals for the 

Administrative Agent and counse3. for the Creditors' Committee. 

Final payment of Fee Claims will exclude the amount of any remaining 

unapplied retainers held by, for or on behalf of my Professional. 

Unapplied retainers held by a Professional after payment of that 

Professional in hll  for all services and expenses related to the Chapter 

11 Cases will be returned to the Liquidation Trustee for distribution to 

the Allowed Class 2A Claims. 

On conbation, Reorganized Debtors and GEBPS will assume all 

obligations set forth in the Expense Disbursement Letter. 

7. Exemption from Certain Securities Laws. 

Under Section 1145(a) of the Code, issuance of New ATG Common Stock, 

New Debt, New ATI Common Stock and New SCS Common Stock to be distiibuted under 

the Plan, and the subsequent resale of those securities by entities that are not "underwriters" 

(as per Section 1145(b) of the Code) are not subject to the registration requirements of 

Section 5 of the Securities Act of 1933, as amended, or any state or local law requiring 

registration for the offer or sale of a security. I 

-25- 
FIRST AMENDED DISCLOSURE STATEMENT TO FIRST 

AMENDED JOINT PLAN OF REORGANIZATION 



c 

1 

2 

3 

4 

5 

6 

7 

8 

9 
10 

11 

12 

13 

14 

15 

16 
- -  

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

8. Creditors’ Committee. 

The Creditors’ Committee will remain in existence until the Class 4 Claims 

are Allowed or disallowed, the Avoidance Claims are concluded, and all Plan distributions 

are completed. Thereafter, it will be dissolved and released fiom all further authority, 

duties, responsibilities and obligations relating to, arising from or in connection with the 

Chapter 11 Cases. 

9. Tax Attributes of the Plan. 

Debtors will not seek a ruling fiom the Internal Revenue Service prior to the 

Effective Date with respect to any of the tax aspects of the Plan. EACH HOLDER OF A 

CLAIM OR WEREST IS STRONGLY URGED TO CONSULT ‘WITH HIS TAX 

ADVISOR REGARDING THE FEDERAL, STATE, LOCAL AND FOREIGN TAX 

CONSEQUENCES OF THE PLAN. 

VI. 
LIOUrjDATION ANALYSIS 

Section 1229(a)(7)(A)(ii) of the Code permits the Court to confirm the Plan only if 

each member of an impaired Class of Claims or interests who has voted to reject the Plan 

receives or retains at least the amount or value that he or she would receive if the Debtor 

were liquidated in a case under Chapter 7 of the Code. 

The following liquidation analysis assumes a Chapter 7 in which an appointed trustee 

would liquidate the assets of the Debtors. The liquidation analysis is based on a number of 

- estimates and assumptions that, although deveIoped and considered reasonable by Debtors, 

are inherently subject to significant economic and competitive uncertainties and 

contingencies beyond the control of Debtors. The liquidation analysis is also based on 

assumptions with regard to liquidation decisions that are subject to change. Accordingly, 

there can be no assurance that the values reflected would be realized if Debtors were, in fact, 

to undergo such a liquidation. 
t 
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Debtors believe that the vast majority of assets of the Chapter 11 Cases have been 

reduced to cash, and that only a handfU1 of causes of action remain to be administered before 

a final distribution. Debtors believe that a Chapter 7 trustee does not possess the required 

knowledge to successfully and economically wind down the Chapter 11 Cases in an 

expeditious fashion, and that a significant delay in distributions would take place if the 

chapter 11 Cases were converted to Chapter 7. The liquidation analysis estimates that, 

under Chapter 7 of the Code, as detailed in the attached Exhibit 2, the recovery to creditors 

would be significantly less than under the Plan. Specifically, in a Chapter 7 case secured 

creditors would receive less than the projected $25 million in the Plan and unsecured 

creditors would receive SubstantiaIly less than is set forth here. 

vII* 

CONFIRlMATION 

A. Voting. 

TO ~~nfhm the Plan, two-thirds in monetary amount and a majority of the number of 

Allowed CIahs of the creditors in each impaired C!lass of creditors who vote on the Plan must 

vote in favor of it Class 2 and Class 4 are impaired under the Plan, and are therefore entitled to 

vote. Because all classes of creditors are impaired under the Plan, all classes of claims will be 

entitled to vote. Only Allowed Claims will be counted unless the Court orders otherwise. The 

holders of Interests in Classes 5 4  5B and 5C will receive and retain nothing under the Plan and, 

therefore, are deemed to have rejected it. Interest holders in these Classes will, therefore, not 

receive a Ballot. 

If a Class that is impaired under the Plan does not vote in favor of it, Debtors must 

seek confmnation under Section 1129(b) of the Code. The requirements for confirmation 

under Code Section I 129@) are discussed below. 

Acceptance or rejection of the Plan may be voted by completing and signhg the Ballot 

that accompanies the Plan and mailing it to Sheppard, Mulin, Richter & Hampton, LLP, Am: 

Ori be, 4 Embarcadero, 17th Floor, San Francisco, California 941 f f in an envelope 
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marked ‘‘BALLOT” in the lower left hand comer. Only the Ballot should be mailed and all 

Ballots must be received by April 9,2003, at 5:OO p.m., Pacific Time. 

BALLOTS RECEIVED THAI‘ ARE SIGNED BUT DO NOT DESIGNATE 

ACCEPTANCE OR REJECTION OF THE PLAN ‘WILL BE DEEh4ED ACCEPTANCES. 

UNSIGNED BALLOTS WILL NOT BE COUNTED. 

B. Confirmation Standards. 

For the Plan to be confirmed and to be binding on all creditors and interest holders, 

the Court must detennine that the requirements of Code Section 1129(a) have been satisfied, 

including that at least one Class of Claims that is impaired under the Plan has accepted it. 

C.  Classification of Claims and Interests. 

The Code requires that a plan of reorganization place each Claim and interest in a 

Class with other Claims or interests that are “substantially similar.” The dollar amount of a 

Claim is usually not a basis on which to distinguish it fkom other Claims, Debtors believe 

that the classification system in the Plan meets the Code standard. 

D. Modification of the Plan. 

Debtors may modify the Plan at any time before the Confmtion Date. If the Plan is 

modified, Debtors may be required to provide additional disclosure to Creditors and other 

parties in interest with respect to the Plan, as modified. Any holder of a Claim that has 

accepted or rejected the Plan will be deemed to have accepted or rejected, as the case may 

be, the Plan as modified, unless, within the time fixed by the Court, the holder changes his 

previous acceptance or rejection. 

E. Confirmation Without Acceptance by AI1 Impaired Classes. 

Section 1129(b) of the Code enables Debtors to confirm the Plan without the 

acceptance of one or more classes of Claims. If any impaired Class fails to accept the Plan 

by the statutory majorities described above, Debtors will seek confixmation under Section 

1129(b) of the Code. 1 

TO be confirmed over the objection of a Class of unsecured Allowed Claims, the Plan 

must provide either that (1) each holder of an Allowed Claim in the Class receive property 
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of a value, on the Effective Date, equal to the Allowed Claim, or (2) no junior Claim or I 

Equity Interest receive anything. The Court must also fmd that no senior class will receive 

more than 100% on account of its Allowed Claims. 

To be confinned over the objection of a Class of interest holders, the Plan must 

provide either that (1) each holder of an interest in the Class receive or retain on account of 

his interest property of a value, as of the Effective Date, equal to the greatest of the allowed 

mount of any fixed liquidation preference to which the holder is entitled, any fixed 

redemption price to which the holder is entitled, or the value of the interest, or (2) no holder 

of any interest that is junior to the interests of the Class receive anything. The Court must 

also find that no senior Class will receive more than 100% on account of its Allowed 

Claims. 
F. Effect of Confirmation. 

I f  the Plan is confirmed, its terms will be binding on all creditors and interest holders. 

Debtors will be discharged fkom all liability for Claims arising before the Csnfhmation Date 

and the discharge will be effective as to each Claim regardless of whether the holder of a 

particular Claim filed a Proof of Claim, whether the Claim is allowed by the Court, or 

whether the holder of the Claim voted to accept the Plan. 

Vm. 

CONCLUSION 

‘The Disclosure Statement has been presented for the purpose of enabling creditors to 

make an informed judgment to accept or reject the Plan. Creditors are urged to read the Plan 

in fidl and consult with their counsel if questions arise. Debtors believe that acceptance of 

the Plan by creditors is in the best interests of all parties in interest and that Confirmation of 

the Plan will provide the best recovery for creditors. 
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’ebruary 25,2003 
ADVANCED TELCOM GROUP, INC 

ADVANCED TELCOM, LNC. 

SHARED C0M”ICATIONS SERVICES, INC. 

February 25,2003 
I .  

BY 
Craig Stuphi 

Bankruptcy Reorganization Counsel 
for Debtors and Debtors-in-Possession 
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EXHIBIT " 1 " 

To The Disclosure Statement 

DEFINITIONS. 
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EXEIKBIT 1 

“Adjusted Pro Rata” is a number (expressed as a percentage) e al to 
the roportion that an allowed Class 2A Deficiency-Claim or an Allowed Unsecured l a i n  
as e case ma be, bears to the a 
Claims and Al owed Unsecured 
Claims (in their aggregate face amount) as of the date of detex”tion. 

t!? 1. 

egate amount of (a) all Allowed Class 2A Deficiency 
aim, plus @) disputed Claims of holders of Unsecured ;Y tr tK 

2. “Administrative Agent” is Wachovia Bank, N.A. 

3. “Admiuistrative Claim” is a Claim, other than a Fee Claim, a Priority 
Tax Claim or a Priori Claim, for costs or expenses of administration allowed under 
Section 503 ) of the % ode, including the actual, necessary costs and expenses incurred after 

salaries, taxes or commissions for services rendered ; and all fees and char es assessed 
against the Estates under to Section 1930 of Title 2 B of the United States $de. 

the Petition E ate to preserve the Estates and operate Debtors’ businesses (such as wages, 

4. (CAIlowedw means, with respect to a Claim, the amouxlt of such Claim: 
a) that is scheduled by a Debtor w a n t  to the Code and Rules in a liquidated amount and 

Lat is not hsted as contin ent, diquidated or disputed; (b) proof of which has been timely 

ursuant to the Code, the Rules and any applicable orders of the Court, or late-filedwth 
Peave of the Court after notice and a hearin ; or c) if such Claim is an Admmstratnre 

filed under applicable law or order of the Court, with the Court mumr to the Code, the 
Rules and an applicable orders of the Court, or late filed with Q eave of the Court after 

(c)’ (I) has not been ob ected to within the period fixed by the Plan, e Rules and ap Iicable 
orders of the Court OT (ii) has otherwise been Allowed by a Final Order or as set fo& in this 
Plan. 

filed, or deemed timely fi f ed under applicable law or order of the Court, wth the Coufe 

Claim, proof of  which, or application for w % ( h  ch, as been timely filed, or deemed timely 

not~ce and a l e m g ,  F d  which, with respect to each of the foregoin clauses (a) @) and 
t% 

5. “Allowed Claim” is a Claim that is Mowed, regardless of whether it 
became Allowed before or after the Effective Date. The amount of a Claim that is Allowed 
will be net. of any valid setoff exercised with respect to it under the Code. Unless othe4Fe 
specified, ~1 Secbon 506 ) of the Code or by order of the Court, an “Allowed Claim,” WIU 

from oreafter the Petition Date, (b) punitive or exemplary damages, or (c) any fine, penalty 
or forfeiture. 

not, for purposes of distri t ution under the Plan, include (a) interest on any Claim accruing 

“APA” is the Asset furchase A eement dated as of June 2 1,2002 f 6. 
enteqd ht?, with Court approval, b Debtors and G BPS including all schedules and 

time. A copy of the APA is on file with the Court. 

7. “Assigned Rights” are all rights, Causes of Actio ayments or other 
recei ts in connection with the following that existed on, or had accrue3 &dess otherwise 

advances b Debtors to any of their o cers or fom? officers, (b dl insurance roceeds 

$305,000 of Debtors’ accounts receiva le from Fairpoint Communications Solutio? 
C~rporahon existin on July 15,2002, d Debtors’ rights with res ect to that certam aircraft 

equipment of Debtors owned or held for use at that location and any proceeds from the 

exhiibrts to xt, as the same may have Tl een amended, modided or supplemented from time to 

& 
note a ) as of the Effective Date, and all roceeds thereof received thereafter: (a) all  an^ 01: 

other than x ose referred to in clausF (a of the definition of Distn utable Cash, &) up to 

hanger space locate % h Santa Rosa, C fh i omk, together with any fix tures, facilities or 

ff 
2 
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8. ‘Avoidance Claims” are all Claims, rights and Causes of Action 
assertable b Debtors, their SUCC~SSOTS or assi ees, including an action brought under 

law. 

. 

Sections 54 r 542,543,544,545,547,548,&, 550 or 553 of the Code and applicable state 

9. 
set by fhe Court. 

“Bar Date” is the last date for filing proofs of Claim against Debtors 

IO. 4~usiness  except a Saturday, sunday, or “legal 
holiday” as that term is defined 

11. 

12. 

“Buyer” is GEBPS or its desi ee as provided in the Investment 

“Causes of Action” are actions, claims Liens, liabilities, obligations, 

Agreement) in its capacity as the purchaser of the f f k  ew emor Investment. 

rights, suits, debts, s~ of money, damages, judgments and demands whatsoever, whether 
known or unknown, m law, equity or othemse. 

13. 
on May 2,2002. 

“Chapter 11 Cases” are the ATG, ATI and SCS Chapter 11 cases filed 

secured or 

’ 15. “Class” is a category of holders of Claims or Equity Interests described 
in Article IV of the Plan. 

16. “Class 2A Deficiency Claim” will be the amount of the Deficiency 
Claim of each holder of the Class 2A Claims determined b the Administrative Agent, 
Debtors and the Creditors’ C o d t t e e  on or before the E d ective Date. If no determination 
is agreed upon, the Court will retain j:Urisdiction to make such determination. 

hereafter amended. 
17. “Code” is Title 11 of the United States Code, 8s now in effect or 

-2- 
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18. ‘4C~llateral’7 is property of Debtors that secures a Claim, up to the 
amount of the Claim. 

19. “Confirmation Date” is the date on which the Court enters the 
Confiiation Order on its docket. 

- .  

20. 
enters the Confirmation Order. 

ccConfirmation Hearing” is the hearing pursuant to which the Court 

21. “Confirmation Order” is the order of the Court codirmhg the Plan 
pursuant to Section I129 of the Code. 

22. “Creditor” is any Person holding a Claim. 

23. “Court” is the United States Bankruptcy Court for the Northem 
District of California, Santa Rosa Division, or any other court exercising competent 
jurisdiction over the Chapter 11 Cases or any proceeding therein. 

24. 
Creditors in the Chapter 11 Cases, as appointed by the United States Trustee and 
reconstituted from tune to time. 

“Creditors’ Committee” is the Official Committee of Unsecured 

25. ‘Tleficiency Claim” is a claim by a Creditor arising out of the same 
transaction as a Secured Claim to the extent that the value, as determined by the Court under 
to Section 506 a ofthe Code, of the Creditor’s interest in property of Debtors’ estates 

security as provided by Section 506(a) of the Code. 
s e c m g  the C f ’  am is less than the amount of the Claim which has the benefit of that 

26. “Disputed Claim” is (a) if no proof of Claim has been timely filed or 
deemed timely filed under a plicable law or order of the Court, a Claim that has been listed 

but as to which no later than the Effective Date an objection has been 
of Claim has been filed or deemed time1 filed under a plicable law or 

ovemled or denied by a Final Order, or granted in whole by a Final Order. For the 
purposcs uf $e Plan a Claim is considered a Disputed Claim in its entirety before the time 
that an objechon has been or ma be filed if: I) the amount or classification of the Claim 

correspondin Claim scheduled by the appropriate Debtor in its Schedules of Assets and 
Lkibilibes, (2 any corresponding Claim scheduled by any of Debtors that has been 
scheduled as disputed, contin ent or unliquidated, or (3 no come ondin Claim has been 

on a Debtor’s Schedules of R ssets and Liabilities as disputed, contingent or 

proof of Claim as to which 813. objection E as been time P y filed and has not been withdraw, 

specified 113 the relevant proof o d Claim excee 6, the amount or classification of any 

scheduled by the appropriate f5 ebtor in its Schedules o f’ Assets an “B Liabi ities. 

. 

T 
27. “Distributable Cash” is all Cash held by Debtors in all accounts at the 

close of business on the day lmmediatdy preceding the Effective Date except for: 

(a) insurance proceeds aid after July 15,2002, with respect to my 

liabilities to be assumed by GEBPS under the MA, including any assets, rights or mterests 
that could reasonably be expected to,have been included in the property transferred to 
GEBPS but for such damage, destruction or loss; 

f damage,, destruction or loss of an property of 8 ebtors or any ri ht or lnterest therein, that 
was subject to -€er to GEE3P B under the APA or o&erwise re ating to any of the 

g) all pr aid expenses, d osits, claims for refunds-and rights of 
offset relating to the usiness, as 3 e k e d  in the N?, on the Effective Date, except for up to 
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$305,000 of Debtors’ accounts receivable fiom Fairpoint Communications SoIutions 
Corporation existing on July 15,2002; 

ail proceeds and products resultin from the sale or other 
disposition of any of Asset that was subject to transfer to GE PS under the APA other than 
the real pro erty interests that were subject thereto) that would have been include in the 

accretions to an of the foregoing at any time during the period eom and after July 15,2002 
up to and inclu&g the Effective Date; 

(c) 

6 
Assets but P or such sale or disposition, 8s well as any improvements, accessions or 

B 

(a) the Unsecured Distribution Reserve, as defined hkein, 
, 

any cash (1) ayable to GEBPS under the Management. 

into the AIR Escrow (as defined in the A) if and to the extent that amount would be 
distributed to GEBPS under the A/R Escrow Agreement (as defined in the MA); and 

L! Agreement as of the ti! fective Date, or f required to be deposited as of the Effectxve Date 

(f) all amounts set aside for the Liquidation Trust pursuant to the 
budget provided in Section 9.1 (c) of the Plan. 

“Effective Date” is the IO* day after the entry of the Confirmation . 
Order unless a stay of the Confirmation Order is in effect in which case the “Effective Date” 
is the first business day after the date the stay is vacated. 

28. 

30. 

31. 

“Estate” is the relevant estate created in each of the Chapter 11 Cases 

“Executory Contract Schedule” is the schedule ca tioned “ScheduIe 

under Section 541 of the Code and existing as of the Effective Date. 

of Assumed Executory Contracts and Unexpired Leases” annexed as E x& bit 3 to the Phn. 

32. “Exhibit Filing Date” is the last date by which forms of the Elihibits to 
the Ply will. be filed with the Court, which date will be as specified in the Plan for each 
Exhrbit, but u1 my event, or when no date is specified, no later than 30 days before the 
Confinnation Hearing. 

as amended, entered into entered into by GEBPS and ATG date B November 15,2002, 

GEBPS to ATG. 

33. “Expense Disbursement Letter” is the Ex ense Disbursement Letter, 

ursuant to which among other thin s, a ortion of the Fee Claims incurred by some of 
bebtors’ Professionals on and after b E  cto er 15,2002, will be reimbursed directly by 

34. “Fee Claim” is a Claim for corn ensation or reimbursement of 
expenses of a Professional under Sections 327,328, P 30,331 or 503@) of the Code in 
connection with the Chapter 11 Cases 

docket of the COW that has not been “sed,  stayed, m o  r fie& or amended, and as to which: 
35. “Find Order“ means an order or jud ent of the Court, ai e n t a d  on the 

4 
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(a) the time to appeal, seek review or rehearing or petition for certiorari has expired and no 
timely filed appeal or petition for review, rehearing, remand or certiorari is pending or (b) any 
ap ea1 +en or petition for certiorari filed has been resolved by the highest court to which the 
or B er orjudgment was appealed or h m  which certiorari was sought. 

36. 

37. 

“GEBPS” means GE Business-Productivity SoIutions, Inc. and its 

“GECC” is General Electric Capital Corporation. 

successors and assigns. 

38. f‘Holdback Escrow A entered into by 
as escrow agent, dated GEBPS, Debtors and Deutsche Bank Trust 

November 15,2002 p d  pursuant to which 
pending the sabsfacbon of certain terms 

the sum of $2 million 

‘Investment A reement” is the agreement dated 8s of December 20, 39. 
2002, as amended, by and among G H BPS, ATG, ATI and SCS. 

40. “Liens” are, collectively, all mortgages, liens sta~tory  or othewise), 
interests, security interests, licenses, assessments, levies, pledges, c 6 arges, encumbrances, 
equities, Claims (mcluding claims of lessordsublessors and licensors/sublicensors) 
covenants, conditions, opt~ons or restrictions (including restrictions set forth in applicable 
leases/subleases and lrcensedsublicenses), of any nature whatsoever. 

41. ‘Ziquidation Trust’’ is the trust created pursuant to the Liquidation 
Trust Agreement. 

42. “Liquidation Trust Agreement” is the agreement entered into by and 
among Debtors and the Liquidation Trustee, a copy o f  which is annexed to the Plan as 
Exhibit 2. 

43. ‘Ziquidation Trustee” is the trustee under the Liquidation Trust 
Agreement. 

- 44. “Management Agreement” is that certain M h a  ement A eement 
entered into by and between GEBPS and Debtors dated as of June 21, 5 002, as % e same 
may have from time to time been amended, modified or supplemented. 

45. 

46. 

47. 

“New ATG Common Stock” is all of the issued and outstanding 

“New ATI Common Stock’’ is all of the issued and outstanding 

“New Debt” is an unsecured promissory note by Reor anized ATG 

common stock of Reorganized ATG. 

common stock of Reorganized ATl. 

* . .  

representing rhci a1 repayment obligations in an initial amount equl to t% e New Senior 
Investment zcp ash onsideration and having tenns as generally descnbed in Section 9.2(b) of 
th is  Plan. 

48, “New Directors” are, collectively, David O’Neill and Victor A. Alums. 

49. “New Officers” are, collectively, David O’Neill, President and 
Victor A. Alums, Secretary. 

-5- 
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50. “New SCS Common Stock” is all of the issued and outstanding .% 

common stock of Reorganized SCS. 
51. T e w  Senior Investment Cash Consideration” is an amount of cash 

equal to (a) $2,021,773 ($500 000 plus earnings, if any, of which will be aid from the trust 

cash escrow amount of $2 000 000 to be distnbuted subject to the terms of the Holdback 
Escrow A eement as defined in the APA); (c) the proceeds of the A/R Escrow (as defined 
in the AP r \  ); plus (d $6,300,000. 

account at Sheppard, Mullin, kichter & Harnpton LLP on or before the E fF ective Date); (b) a 

52. “Other Secured Claims” are any Secured Claim not expressly - 
classified in Class 2. . ,  

53. ‘4Person’’ is any individuaf, corporation, partnership, limited IiabiGty 
company, association, indenture trustee, organization, joint stock company, ‘oint venture, 
estate, trust, ovemmental unit or an 

Debtor, or any other entity. 

olitrcal subdimion thereof the Cre (G *tom’ 
Committee, 1 quity Interest holders, E7 o ders of Claims, current or former employees of any 

54. “Petition Date” is May 2,2002. 

55. ‘Tlan” is this Joint First Amended Plan of Reorganization, dated as of 
the date set forth on its signature page, for Debtors, together with any amendments or 
modifications as Debtors may file hereafter in accordance with the terms of the Plan (such 
amendments or modifications only being effective if approved by order of the Court). 

56. “Priori Claim” is any Claim, if Allowed, which is entitled to priority 
under Section 507(a of the ? ode, other than (a) an Administratwe Claim; @) a Prionty Tax 
Claim; or (c) a Fee (? laim. 

57. “Priori Tax Claim” is any Claim, SAllowed, that is entitled to 
priority under Section 507(a) r 8)  of the Code. 

58. ccProfessional” is a Person retained or to be compensated for sexvices 
rendered or costs incurred on or after the Petition Date through and including and after the 
Effective Date under Section 327,328,330,503m) or 11 03 of the Code. 

59. “Ratable,” “Ratably,” “Ratable Share” or “Pro Rata” is a number 
expressed as a percentage) equal to the pro ortion that an Allowed Claim in a articular 

aggregate Face Amountfin such Class as of the date of determinabon. 
(lass bears to the aggre ate amount of (a) A lowed Claims plus (b) disputed-C P aims (m their 

60. 

61. 

62. 

63. 

64. 

“Reorganized ATG” is ATG fiom and after the Effective Date. 

‘Xeorganized ATI” is ATI fkom and after the Effective Date. 

‘Xeorganized Debtors” are, collectively, Reorganized ATI, 

“Reorganized SCS” is SCS fiom and after the Effective Date. 

“Reorganized Stock’’ is all of the votin common stock of each of 
Reorganized ATG, Reor anized ATI and Reor anized SCS i! om and after the-Effective 

Reorganized ATG and Reorganized SCS. 

Date issued and outstan 8 mg as of the Effective gD ate. 
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69. “Senior Secured Credit Agreement” is that certain written agreement 
entered into by and among ATI, its subsidiaries and Wachovia Bank, N.A., as admmistraty 
a ent dated as of July 20,2000, as the same may have from time to time been amended, and fi da ted  and ancillary agreements forming a part of that agreement. 

“Senior Secured Creditors” are those creditors who are party to the 
Second Amended and Restated Credit Agreement dated as of Jul 20,2000, as amended, 
among Debtmaand the financial institutwns arty thereto as len B m: Wachovia Bank, 
National Associahon, GECC, Fortis Capital e orporation, Inc., Jp Morgan Securities, hc., 
The CIT G ~ O U  
Key COT,, IBL Crecht Co oration, US Bank, Credit Suisse First Boston, L e h a n  

Credit Agreemen$ the Semor Secured Secwity Agreement and the denim Secured Deeds of 
Trust (as defined m the Senior Secured Credit Agreement). 

unclaimed on or after the Effective Date or h e  date on which an additional distnbuhon 
would have been made tu the holder of an Allowed Claim. Unclaimed Property 
a) checks (and the funds r resented thereby) retuned as undeliverable wthout a proper 

represented thereby not mailed or delivered because no address to maif or deliver the 

rocate such address whch were commercially reasonable under the circumstances. 

the Norhem District of California. 

70. 

UnionEaiik-%f Califoriig; Finova Capital Corporation, CitiCorp USA, Inc- 

Commercial Paper, Inc., an ‘s Dresdner Bank AG New York and Grand Cayman Branches- 

71. “Senior Secured Documents” are, collectively the Senior Secured 

72. “Unciaimed Property” is any distribution or distributable properW 
include 

!k”rding address; (b) fun egs for uncashed checks; and (c)  checks (and the k n d ~  

ropew was avada b le,. notwithstanding efforts by Debtors or the Liquidating Trustee to 

73. “United States Trustee” is the Office ofthe United States Trustee for 

65. “Res onsible Xndividual” is Gary Cuccio, in his capacity as the duly 
appointed Responsible In gi vidual of Debtors 

-7- 
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66. “Rules” are the Federal Rules of Bankruptcy Procedure and the local 
rules of the Court (inchdin an court rules of Bankruptcy Judge Jaroslovsky),, as now in 

Chapter I 1  Cases. 

Claim that is secured by a valid, perfected and enforceable securiv interest, Lien, mortgage 
or other Encumbrance, that is not subject to avoidance under applicable bankruptcy or 
non-bankruptcy law, in or upon any n ht, title or interest of any of Debtors in and to 

the relevant determmabon date. The defined t e m  Secured Claim includes any Claim that is 

voting or distnbution pu oses, any Claim that would otherwise qualify as a Secured C h m ,  

executory contract or unexpved lease assumed by a Debtor under Section 365 of the Code 
or pursuant to the Plan. 

effect or hereafter amende 6 : x  to e extent such amendments are applied retroacttvely to the 

property of the Es$tes,mto the extent o !f the value of the holder’s interest in the property as of 

6ebtors under.Sections P 06(a) and f!3 of the Code. “hecured Claim” does not include for 

but that has been or wll ‘B e paid in connection with the “cure” of defaults under an 

ATI, SCS anqor ATINirginia under the Senior Secure cr Pledge Agreement an f l  the emor 

67. “Secured Claim” is, under Section 506 of the Code, that portion of a 

1) subject to an offset ri fit under a licable law; and 2) a secured claim against any of 

68. 

Secured Secunty Agreement. 

“Senior Secured ColIateraI” is an and all collateral pled es b ATG, 
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74. “Unsecured Claim” is an Claim that is not a) an Administrative Zlaim; (b) a Priority Claim; (c) a Priority Tax &aim; (d) a Secure a Claim; or(e) a Fee 
Jlaim, and includes any claim arising from the rejection by Debtors of any executory 
:ontract. 

75. “Unsecured Distribution Reserve” is the reserve in the sum of 
6500,000 established under the Plan on the Effective Date to pay Allowed Unsecured 
XiiIXlS. 
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To the Disclosure Statement 

LIOUXDATION ANALYSIS 
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Advanced Telcom Group, Inc. 
Consdidabed Uquidatlon Anatysis 

- . *  

S in Thousands 

Estimated Cash & cash equtvalenk as of 2/1 YO3 
Net pmceeds expeded frwn the sale b GEBPS 
Net proceeds from sale to Telepadflc 
Net prrrceeds from sale of the Lab 
Net piw3eds from sab to Cavaller 
Net proceeds from sale of Hangar 
Net proceecls Irwn small asset sales 
HoldbaekEsaow 
Total assets 

Less: €sthated Chapter 7 fees and expenses 
Less: Estimated Chapter 11 Administrative Expenses 
Estimated Administ" Costs 

Esttmated Proceeds for Distribution to Creditors 

a- I claims - priority T ~ X  Claims 
Qass 2 Claims - Senior Searred Credltor Claims 
Class 3 Claims - Other Secured Claims 
Class 4 Claims - Unsecured Claims 
EsUmated Prlortty Claims 

Percentage of reeovery for secured creditor 

Estimated Proceeds Available for Distribution to G e m 1  
Unsecured Creditors 

Trade payables not subject io cure 
Unsecured acaued compensation & beneftts 
Estimated dalms resulting from rejection of unexpired leases 
M e r  tiabfltties 
General Unsecured Claims 

Percentage of general unsecured daims that would be 
recovered In a Chapter 7 liquldation versus a Chapter 11 Plan 

chapt4c7 Ch8pbrl l  
nap# Uquidation Plan 

10.703 10,703 

= P a  29,177 

0 (500) 
(214,000) (181,374) 

10% 15% 

(12) 8,892 8.892 
(131 200 200 
( f 4 )  1,976 1,978 

0 ' 0  
lt,06a 11,088 

2% 5% 

liquidation-analysis(rev6).xls 
Liquidahion Analysfs l o f l  
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WEPPAkDl MULLIN, RICHTER & HAMPTON LLP 
1 Limited Liability PartnersEp 
ncludin Rofessional Co orations 
r l I C d L  H. AHRENS, &I. Bar No. 44766 
2RAIG STUPPI, Cal. Bar No. 51663 
;IAlUl.H M. STUPPI, Cal. Bar No. 103041 
3IU KATZ, Cal. Bar No. 209561. 
Tour Embarcadero Center, 17th Floor 
Sari Francisco, California 941 11 

- 

ieorgrtnization Counsel for 
Debtors and Debtors-in-Possession 

UNITED STATES BANKRUPTCY COURT 

NORTHERN DISTRICT OF CALIFOMA 

SANTA ROSA DMSION 

[n re: 

ADVANCED TELCOM, INC., 
a Delaware Corporation, 

Debtor. 

Federal Tax ID: 77-0489158 

U ,  S. A t i  KRUP TCY COURT 
NrJRTFEREt CIST. OF CA. 

SAHTA fiUSA, CA 

in re: 

4DVANCED TELCOM GROUP, INC., 
2 Delaware Corporation, 

Debtor. 

Federal Tax ID: 94-3344665 

Jointly Administered for Procedural 
Purposes Under: 
Case No. 02- 1 1073 

Chapter 11 

FIRST AMENDED JOINT PLAN OF 
REORGANIZATION 

Date: A ril 18,2003 
Time: I800 a.m. 
Place: United States Bankruptcy Court 

99 South “E” Street 
Santa Rosa, California 

h re: 

SHARED COMMUNICATIONS 
SERVICES. INC.. 
an Oregon Corpoiation, 

Debtor. 

Federal Tax ID: 93-0914013 

FIRST AMENDED JOINT PLAN OF 
REORGANIZATION 1 
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INTFtODUCTION 

Advanced TelCom Group, Inc. (“ATG”), Advance TeICom, Inc. (“An”) 

and Shared Communications Services, Inc. (“SCS”), debtors and debtots in possession 

under Chapter 1 1  of the Code (each a “Debtor“ and collectively, the ‘Debtors”), 

collectively and jointly propose the following first amended plan of reorganization: 

ARTICLE I 

DEFINITIONS 

Attached as Exhibit 1 are the defmitions for certain terms that are capitalized 

in the Plan and its accompanying Disclosure Statement. I f  a capitalized term is used, but 

has not been defined in Exhibit 1, it will have the meaning attributed to it in the Code and 

the Rules. 

ARTICLE II 
RULES OF CONSTRUCTION 

2.1 Generallv. The rules of construction in the Code and in the Rules 

wil1 appIy unless superseded by the Plan or the Confmation Order. 

2.2 Exhibits. Unless otherwise noted, a11 Exhibits are incorporated into 

and are a part of the Plan as if set forth in fill. To the extent not annexed hereto, Exhibits 

will be filed with the Court on or before the Exhibit Filing Date. Copies can be obtained 

on written request to Sheppard, Mullin, Richter & Hampton, LLP, Four Embarcadero 

Center, 1 7th Floor, San Francisco, CA 94 1 1 1 attention: Ori Katz, Esq., 4 15-434-9 100. 

2.3 Time Periods. In computing any period of time prescribed or 
alIowed by the Plan, Rule 9006(a) will apply. 

2.4 Miscellaneous. (a) Unless the context requires otherwise, the words 
“herein,” “hereof,” “hereunder,” and other words of similar import refer to the Plan as a 

whole, (b) whenever it appears appropriate fkom the context, terms stated-in the singular or 

the plural include the singular and the plural, and pronouns include the masculine, 

* 

- _  
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Ekeminine and the neuter, (c) the words “include” or “including” will not be words of 

limitation, but will be deemed to be followed by the phrase “without limitation,” and 

:d) captions and headings to Articles and Sections of the Plan are inserted for reference 

mly and are not intended to be a part of or to affect its interpretation. 

ARTICLE III 
BAR DATES AND METHOD OF ClLASSIFYING 

CLAIMS A N D  EQUITY INTERESTS 

3.1 Bar Date for Fee Claims. All applications for the payment of Fee 

Claims must be filed with the Court on or before 45 days after the Effective Date (or, if 
that date is not a Business Day, by the next Business Day). 

3.2 Bar Date for Administrative Claims. The deadhe for filing claims 

entitled to treatment as Administrative Claims will be 45 days after the Effective Date, 

provided that holders of Administrative Claims that have already filed requests for 

payment or proofs of claim will not be required to file additional requests for payment or 

proofs of claim. 

3.3 Administrative Claims, Prioriw Tax Claims and Fee Claims. In 
accordance with Section 1123(a)(l) of the Code, Administrative Claims, Priority Tax 
Claims and Fee Claims have not been classified and are excluded from the Classes in 

Article IV. 

ARTICLE TV 
CLASSIFICATION OF CLAIMS AND EQUITY INTERESTS 

All Claims and Equity Interests, except Adminhtrative Claims, Fee Claims 

and Priority Tax Claims are placed in Classes as described below. 

4.1 Class 1 Claims (Priori@ Claims): 

(a) Classification. All Priority Claims against Debtors. 
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(b) Impairment and Voting. Class 1 Claims are unimpaired. 

Holders of Class 1 Claims are not entitled to vote on the Plan and wiIl not receive a Ballot. 

4.2 Class 2 Claims (Senior Secured Creditors’ Claimsl: 

(a) Classification. All Claims of the Senior Secured Creditors as 
of the Petition Date. 

(I) Class 2A are dl Senior Secured Creditors’ Claim other 
* ,  than those classified in Class 218. 

(2) Class 2B are the Senior Secured Creditors’ Claim of 

GECC. 

(b) XmDairment and Voting. Class 2 Claims are impaired. 
Holders of Class 2 Claims are entitled to vute on the Plan. 

4.3 Class 3 Claims (Other Secured Claimsl: 

(a) 

(b) 

Classification. All Other Secured Claims. 

ImDairment and Voting. Class 3 Claims are unimpaired. 
Kolders of Class 3 Claims are not entitled to vote on the Plan and will not receive a Ballot. 

4.4 Class 4 Claims (Unsecured Claims): 

(a) Classification. All Unsecured Claims other than the 
Deficiency Claims of Class 2. 

(b) Impairment and Voting. Class 4 Claims are ifnpaired. 
Holders of Class 4 Claims are entitled to vote on the PIan. 

4.5 Class 5 Equity Interests (Eauitv Interests): 

(a) Classification. 

(1) Class 5A are all Equity Interests in ATG. 
(2) Class 5 8  are all Equity Interests in ATI. 

(3) Class 5C are all Equity Interests in SCS. 

ImDairment and Voting. Class 5A, 5B and 5C Equity (b) 
nterests are impaired. Holdemof Equity Interests in Class 5A, 5B and 5C are deemed to 
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have rejected the Plan. As it result, they will not vote on the Plan and will not receive a 

Ballot. 

ARTICLE V 
ADMINISTRATIVE CLAIMS, FEE CLAIMS AND PRIORITY TAX CLAIMS 

. 5.1 Administrative Claims. Unless it agrees to receive other, less 

favorable treatment, each holder of an Allowed Administrative Claim will be paid 100% of 

the unpaid amount of its Allowed Administrative Claim by Reorganized Debtors, in cash. 

Payment will be made on or as soon as reasonably practicable after the later of (a) the 

Effective Date, (b) in the ordinary come of Debtors’ business, not to exceed 25 Business 
Days after the Effective Date, or (c) 10 Business Days after the date the Administrative 

Claim becomes an Allowed Administrative Claim. Notwithstanding the foregoing, 

Allowed Administrative Claims of the United States Trustee for fees under 28 U.S.C. 

5 1930(a)(6) will be paid by Reorganized Debtors in accordance with the applicable 

schedule for payment of those fees. 

5.2 Fee Claims. Subject to the t a m s  of Section 5.3, and unless it agrees 

tu receive other, less favorable treatment, each holder of an Allowed Fee Claim will be 

paid 100% of the unpaid Allowed Fee Claim, in cash;- solely fiom fhds  held by the 

Liquidation Trustee as supplemented by b d s  provided under the Expense Disbursement 

Letter. Payment will be made on or as soon as reasonably practicable after the later of 

(a) the date the Fee Claim becomes an Allowed Claim, or (b) the date the Fee Claim 

becomes payable according to its tenns for services rendered post-confirmation. 

5.3 Pwment of a Portion of Fee Claims. Pursuant to the Expense 

Disbursement Letter, a portion of the Fee Claims incurred by some of Debtors’ 

Professionals and the Creditors’ Committee’s Professional on and afker October 15,2002, 

are reimbursed to Debtors by GEBPS or an affrliate or assignee of GE3PS. Professionals 

who receive a payment fiom GEBPS, or an affiliate or assignee of GEBPS, under the 

Expense Disbursement Letter will not be 

- 
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11 “double recovery” of a Fee Claim will be allowed. 

II 5 A  Prioritv Tax Claims. Unless (a) otherwise provided for in the Plan, 
. -  

or (b) it agrees to receive other, less favorable treatment, each holder of an Allowed 

Priority Tax Claim will receive fiom Reorganized Debtors, at Reorganized Debtors’ 

option, either (I)  cash, in the unpaid amount of its Allowed Priority Tax Claim, with 

payment being made on or as soon as reasonably practicable after the Iater of the Effective 

Date or the date the Priority Tax Claim becomes an Allowed Priority Tax Claim, or 

(2) deferred payments of cash, in the fir11 unpaid amount of the Allowed Priority Tax 

Claim, payable in equal semi-annual cash payments in arrears over a period not exceeding 

six years fkom the date of assessment of the Claim, with simple interest at a rate to be 

determined by the Court. Claims or demands for penalties relating to a Priority Tax Claim 

will be disallowed. The holders of Allowed Priority Tax Claims will not assess or attempt 

to collect a penalty f h m  Debtors, the Estates, GEBPS, Buyer, GECC or their respective 

assigns, or Reorganized Debtors. 

ARTICLE VI 
e - - - .  . TREATMENT OF CLASSIFIED CLAXMS AND EQUITY INTERESTS 

6.1 Priority Claims. Unless it agrees to receive other, less favorable 

treatment, each holder of an Allowed Priority Claim will be paid 100% of the unpaid 

amount of the Allowed Priority Claim by Reorganized Debtors, in cash. Payment will be 

made on or as soon as reasonably practicable after the later of (a) the Effective Date, and 

(b) the date the Priority Claim becomes an Allowed Priority Claim. 

6.2 Senior Secured Creditors’ Claims (CIass 2A). 

(a) Subject to Section 6.2(b) and Section 9.2, each holder of a 

Class 2A Claim will receive from Reorganized Debtors or the Liquidation Trust as 

provided in the Plan (1) its (A) Pro Rata share of the Distributable Cash and the New 

Senior Investment Cash Consideration except for $300,000 thereof, (B) iEs Adjusted 
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Pro RaG-share of anyproceeds realized fkom the Avoidance Claims, and (C) its Pro Rata 

shafe of any proceeds arising fiom the Assigned Rights; or (2) such other treatment as is 

agreed between the holder and Debtors. The portion of the disb5bution referred to in 

Clause 1(A) will be made by the Liquidation Trustee on the Effective Date (except for 

proceeds of the Holdback Escrow Agreement, which will subsequently be paid to the 

Liquidation Trust, pursuant to the Holdback Escrow Agreement, and distributed under the 

Liquidation Trust Agreement) and the remainder of the distribution will be made by the 

Liquidation Trustee as soon as reasonably practicable thereafter. "he Senior Secured 

Creditors' Claims will be deemed Allowed on the Confirmation Date in the amounts set 

forth in the proofs of claim filed in the Chapter 11 Cases. 

(b) On the Effective Date, the Liquidation Trust will be 

established. AI1 of the Assigned Rights and Avoidance Claims (and all liabilities and 

claims related thereto or associated therewith) and all Distributable Cash (plus items (d) 

and (f) referred to in the definition of Distributable Cash) held by Debtors at the close of 

business on the day before the Effective Date will be transferred to and vest in the 

Liquidation Trust. In addition, the New Senior Investment Cash Consideration will be 

paid to Reorganized ATG, which will immediately distribute the funds to the Liquidation 

Trustee. The Liquidation Trustee will transfer $300,000 to the Unsecured Distribution 

Reserve and will transfer the remainder, subject to Section 9( l)(c), to the Administrative 

Agent. In addition, $500,000 (plus any earnings thereon) paid by Buyer under the APA 

into a trust account of Sheppard, Mullin, Richter & Hampton LLP will be transferred on 

the Effective Date to the Liquidation Trust to be distributed to the Administrative Agent. 

Pursuant to the Liquidation Trust Agreement, a copy of which is annexed as Exhibit 2, the 

Liquidation Trustee will prosecute and administer (1) the Assigned Rights for the benefit 

of the holders of Class 2A Claims, and (2) the Avoidzince Claims for the benefit of the 

-- . _--_- -..- - --  . _*.*I - . . a  - - - . -  - - . _ .  .- 

holders of Class 2A Claims and Class 4 Claims. Except for distributions to holders of 

Class 4 Claims fiom the Unsedured Distribution Reserve and their Adjusted Pro Rata share 
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of any proceeds of the Avoidance Claims, all other distributions 'from the Liquidation 

Trust, less expenses, will be paid to the Administrative Agent for the benefit of the holders 

of Class 2A Claims. Debtors, Reorganized Debtors, GEBPS, Buyer, GECC or their 

respective assigns wil1 not have any obligations to the holders of Class 2A Claims or Class 

4 Claims except as otherwise provided in the Plan. 

(c) On receipt by the Liquidation Trustee of amounts required to 

be paid on the Effective Date as provided for in Sections 6.2(a), 6.2(b) and 6.3, as the case 

may be, Liens of Creditors in the Senior Secured Collatakl will be deemed released 

irrevocably and unconditionally without M e r  action. 

. -  1 

6.3 

h lieu of its Ratable Class 2A distribution, GECC or its assigns will receive 

Senior Secured Creditors’ Claim of GECC (Class 2s). 

its Class 2B distribution entitling it to obtain New ATG Common Stock. GECC or its 

ssigns will not receive any distributions under the Plan that are provided to “ h e &  of 

2lass 2A or Class 4. 

6.4 

Unless it agrees to receive other, less favorable treatment, each holder of an 
Other Secured Claims (Class 3). 

9llowed Other Secured Claim will receive one of the following treatments as soon as 

weasonably practical on or aRer’the Effective Date: 
- .---.~ ,- - . * . fl..---- - . ._._. --- - ... . L - -  - .  . --- _-. - - ----. - -  . I- . 

(a) Reorganized Debtors will leave unaltered all of that holder’s 

Ither legal, equitable, or contractual rights with respect to its Class 3 CIaim, including the 

vetention of the Liens securing the Claim; 

(b) Reorganized Debtors will convey the Collateral that is subject 

o the holder’s Class 3 CIaim; or 

(c) Reorganized Debtors will pay to the holder of a Class 3 Claim 

:ash in the amount of its Allowed Class 3 Claim. 

Reorganized Debtors, in their sole discretion, will select which of these 

reatments each holder of an Allowed Class 3 Claim will receive. 
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6.5 Unsecured Claims (Class 4). 

Each holder of an Allowed Unsecured Claim will receive its Pro Rata share 

of the Unsecured Distribution Reserve and its Adjusted Pro Rata share of the proceeds of 

any Avoidance Actions. The Liquidation T-tee will administer the Unsecured 

Distribution Reserve. The Liquidation Trustee will distribute any h d s  in the Unsecured 

Distribution Reserve as soon as is reasonably practical, based on his review and 
determination of the Unsecured Claims and any necessary reserve for Disputed Claims. 

All costs, fees and expenses, including reasonable attorneys’ fees and expenses, that are 

incurred after the Confmation Date in connection with (a) the administration o f  the 

Unsecured Distribution Reserve, and (b) the allowance and determination of Class 4 

Claims, will be h d e d  as provided in Section 9.1 (c). Subordination rights, if any, arising 

out of contractual subordination provisions under Section 5 1O(a) of the Code will be 

enforced. Notwithstanding the foregoing, no portion of the Unsecured Distribution 

Reserve will be used to pay any Administrative Claim of the Senior Secured Creditors or 

the fees and costs associated with the Liquidation Trust, the administration of the 

Unsecured Distribution Reserve, the Liquidation Trustee’s allowance or determination of 

Class 4 Claims or the Liquidation Trustee’s other administrative costs. 

6.6 EauiW Interests (Classes 5A, 5B and 5 0 .  

(a) Class 5A. Holders of Class 5A Equity Interests will receive no 

distribution of any kind under the Plan on account of their Equity Interests. On the 

Effective Date, all Equity Interests in ATG will be deemed cancelled and New ATG 

Common Stock will be issued to the holders of Class 2B Claims. 

(b) Class 5B. Holders of Class 5B Equity Interests will receive no 

distribution of any kind under the Plan on account of their Equity Interests. On the 

Effective Date, all Equity Interests in ATI will be deemed cancelled. 

(c) Class 5C. Holders of Class 5C Equity Interests will receive no 

distribution of any kind under pe Plan on account of their Equity Interests. On the 

Effective Date, all Equity Interests in SCS will be deemed cancelled. - 
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ARTICLE VLI 
IMPAIRED CLASSES OF CLAIMS ANII) ENTITLEMENT TO VOTE 

7.1 Impairment of Classes of Claims and Equity Interests. Class 2 

(Secured Claims), Class 4 (Unsecured Claims) and Classes 5A, 5B and 5C (Equity 

hterests) are impaired by the Plan. 

7.2 Class 2 and Class 4 Are Entitled to Vote. Class 2 and Class 4 are 

mtitled to vote on acceptance or rejection of the Plan. 

7.3 Presumed Acceptances. Class 1 and Class 3 are unimpaired by the 

Plan.  Under Section f 126(f) of the Code, holders of Claims in these Classes are 

:oncIusively presumed to accept the Plan and their votes will not be solicited. 

7.4 Deemed Rejections. Holders of Claims in Class 5A, 5B and 5C are 

lot entitled to receive or retain any property under the Plan on account of their Equity 

hterests. Under Section 1126(g) of the Code, the holders of Equity Interests in Class 5A, 

jB and 5C are deemed to reject the Plan and their votes will not be soficited. 

7.5 Acceptance by an Individual Creditor. A Creditor will have 

iccepted the Plan if it votes to accept by (a) so marking the Ballot for the Class in which 

ts Claim is placed, and (b) timely returning the Ballot as instructed on its face. 

7.6 Cramdown. If a Class does not accept, or is deemed to reject, the 

'lan in accordance with Sections I126 and 1129(a) of the Code, Debtors request that the 

hur t  confm the Plan in accordance with Section 1129(b) of the Code as to any rejecting 

3lass. Debtors reserve the right to modify the Plan to the extent, if any, that confirmation 

mder Section 1129(b) of the Code requires modification. 

ARTICLE VIII 
CANCELLATION OF EQUITY INTERESTS, SECURITIES AND LIENS 

8.1 Cancellation of Equiw Interests and Securities Generally. 

(a) Cancellation of Eauiiy Interests. All Equity Interests in each 
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of Debtors will be deemed cancelled on the Effective Date. 
. 

(b) CanceHation of Securities Generallv. 0x1 the Effective Date, 

[ 1) the existing securities and any other note, bond, indenture, or other instrument or 

document evidencing or creating any indebtedness or obligation of Debtors7 will be 

cancelled, and (2) the obligations of, and Claims against, Debtors under or relating to any 

agreements, indentures or certificates of designations governing the existing securities and 

any other note, bond, indenture or other instrument or document evidencing or creating 

my indebtedness or obligation of Debtors, as the case may be, will be released and 

discharged. 

8.2 Cancellation of Liens. Except as otherwise provided in Section 6.4, 

on the EEective Date, (a) all Liens on any of Debtors’ Assets will be discharged and 

released, and (b) all right, title and interest of the holder of any Lien will revert to 

Reorganized ATG, its successors and assigns. The Liens of the Class 2A will attach to the 

fimds held in the Liquidation Trust and the Holdback Escrow Agreement. 

ARTICLE IX 
IMPLEMENTATION OF THE PLAN 

- The following will occur on-the-Effech-Date: 

-9.1 Liquidation Trust. 

(a) Establishment of Liquidation Trust. To facilitate 

implementation of the Plan, a Liquidation Trust will be established for the purposes of: 

(a) holding, prosecuting, administering, liquidating and distributing the Assigned Rights 

and Avoidance Claims for the benefit of Class 2A and Class 4 Allowed Claimsa 

respectively; (b) reserving for Disputed Claims; (c) prosecutbg objections to Fee Claims 
and to Class 4 Claims; (a) making distributions to holders of Class 2 4  Allowed Class 4 

Allowed Fee Claims and certain other professionals, (e) preparing periodic reports to be 

distributed to the Office of the United States Trustee, the Administrative Agent and my 

other party in interest; (f) performing administrative services related to the implementation 
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of the Plan; (g) employing professionals, including counsel and accountants, for assistance 

in fblfilling its obligations under the Liquidation Trust Agreement; (h) receiving payments 

under the Holdback Escrow Agreement and the Expense Disbursement Letter and making 
the respective distribution thereof as provided in the Liquidation Trust Agreement; and 

(i) otherwise acting in accordance with the Liquidation Trust Agreement, the Plan and 
orders of the Bankruptcy Court. 

(b) Amointment of Liauidation Trustee. On or before the 

Confinnation Date, Debtors will appoint one or more Persons to act as the Liquidation 

Trustee. 

(c) Fees and Costs of the Liquidation Trustee and . 

Professionals. The Liquidation Trustee will retain fkom any proceeds he receives under 

the Plan ari amount estimated to be more than sufficient to f h d  the fees and costs of 

administering h e  Liquidation Trust, making the required distributions as provided in the 

Plan, and satiseing the fees and costs of all its professionals in accordance with a budget 

agreed on by Debtors, the Creditors’ Committee and the Administrative Agent, which 

budget will be filed with the Court before the Confmation Hearing. If any dispute ’arises 

between the Administrative Agent, the Creditors’ Committee and Debtors as to the 

appropriate birdget, the Court will reserve jurisdiction to resolve the dispute. Neither the 

Administrative Agent nor any holder of a Class 2A Claim will have any liability or 

responsibility for my such fees or costs. The Liquidation Trustee will distribute to the 

Administrative Agent any excess remaining after all distributions have been made. 

. (d) Provision of Office Space, Equipment, Etc. for the 

Liquidation Trustee. For a period of one year &om and after the Effective Date, 

Reorganized ATG will permit, at no additional cost or liability to Reorganized ATG, and 

subject to Reorganized ATG’s (1) reasonable security and operations policies and 

instructions, and (2) reasonable satisfaction that the Liquidation Trustee’ insurance is 

sufficient and available to cover Reorganized ATG against any cost or liability to 

Reorganized ATG potentially arising fiom any such access or use, the Liquidation Trustee 

I -  
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reasonable rent-fkee access to and use of office.space at 19-23 Old Courthouse Square, 

Santa Rosa, California, and to oflice equipment and fkniture and office supplies as and to 

the extent the same may be reasonably necessary to enable the Liquidation Trustee to 

hlfill his duties under the Liquidation Trust. At its discretion, Reorganized ATG may 

provide to the Liquidation Trustee comparable office space at another location in Santa 
Rosa, California, or another location agreed to by the Liquidation Trustee and Reorganized 

ATG. Reorganized ATG will also provide the Liquidation Trustee with reasonable access 

to any of the books and records of Debtors necessary for fulfilling the purposes of the 

Liquidation Trust. 

9.2 New Stuck Issuance. 

(a) Issuance of New ATG Common Stock. In consideration of 

GECC’s Class 2B Claim, GECC or its assigns will receive on the Effective Date and in 

lieu of any other distribution in respect thereof, New ATG Common Stock, which will 

constitute all of the authorized common stock of Reorganized ATG. 

(b) Issuance of New Senior Investment. Pursuant to the 

Investment Agreement, Buyer will purchase the New Debt (the ‘Wew Senior Investment’’). 

Buyer will pay the purchase price for the New Senior Investment to Reorganized ATG, on 
the Effective Date,-in cash and in the amou’nt ofthe New Senior Investment Cash 
Consideration. Reorganized ATG will immediately pay the New Senior Investment Cash 
Consideration to the Liquidation Trust. The New Debt will be evidenced by an unsecured 

5 year promissory note of Reorganized ATG, which will be payable to Buyer (or to any 

assignee or transferee holder of such New Debt) and will bear interest at a rate per mum 

equal to the applicable Federal ’Rate as defined by the Internal Revenue Service. 

(c) Continued Liabiliw of GEBPS. An assignment by GEBPS of 
its fights and obligations as Buyer will not release it fiom liability for ensuring payment of 

the New Senior Investment Cash Consideration. 

(d) Revestine of Assets in Reorganized Debtors. The Assets of 

the Estate of each Debtor, respectively, will revest, as applicable, in each Reorganized 

- -  
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Debtor, respectively. From and after the Effective Date, each Reorganized Debtor may 

Dperate its business and use, acquire, and dispose of property free of any restrictions of the 

Code, the Rules and the Court. As of the Effective Date, and except as provided in the 

Plan, (1) all property of Reorganized Debtors -will be free and clear of all Liens, C l h ,  

Sncumbrances, and interests, and (2) all Liens, Claims, encumbrances and interests, 

including Equity Interests, will be both discharged and released as to each Reorganized 

Debtor. 

9.3 Issuance of New AT1 Common Stock. In consideration of 

Reorganized ATG’s agreement in the Plan to contribute to the payment of Claims against 

ATI under the Plan, and in accordance with the terms of the Plan, Reorganized ATG will 

receive the New ATI Common Stock, which will constitute all of the authorized common 

stock of Reorganized ATI. 

9.4 Issuance of New SCS Common Stock. In consideration of 

Reorganized An’s agreement in the Plan to contribute to the payment of Claims against 

SCS under the Plan, and in accordance with the terms of the Plan, Reorganized ATI will 

receive the New SCS Common Stock, which will constitute all of the authorized common 

stock of Reorganized SCS. 
. .  - _  - . _ _  --- .. ,: -- - , - 9.5 -Directors and Oflicers.---. - _- ._ 

(a) The authority, power and incumbency of the persons then 

actkg as directors and officers of each Debtor will be terminated, they will be deemed to 

have resigned and (except in respect of any claim arising or relating to the period before 

their termination) they will be released fkom and discharged of any further authority, 

duties, responsibilities and obligations relating to, arising fkom and in connection with 

Debtors, and 

(b) The New Directors and the New Officers will be deemed to 

have been elected to their respective positions with Reorganized ATG. In due come, 

Reorganized ATG will appoint or cause to be appointed new directors of Reorganized ATI 
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ind of Reorganhed SCS, who in turn will'elect new officers of Reorganized ATI and 

Zeorganized SCS. 

9.6 Payment of Fee Claims. 

(a) On the Effective Date, GEBPS or its assignee will forward to 

he Liquidation Trust all amounts then owed to Debtors under the Expense Disbursement 

Letter, and thereafter make such M e r  payments to the Liquidation Trust as required by 

he Expense Disbursement Letter. 

(b) Subject to Article V, the Liquidation Trustee will disburse 

funds fiom the Liquidation Trust to pay all Allowed Fee Claims and the fees of 

?rofessionals for the Administrative Agent. 

(c) Final payment of Fee Claims will exclude the amount of any 

remaining unapplied retainers held by, for or on behalf of any Professional. Unapplied 

retainers held by a Professional after payment of that Professional in full for all services 

and expenses related to the Chapter 11 Cases will be returned to the Liquidation Trustee 

for distribution to the Allowed Class 2A Claims. 

(d) On the Effective Date, all obligations of GEBPS under the 

Expense Disbursement Letter will continue in full force md effect, with the Liquidation 

T'mst succeeding to the rights of ATG thereunder. . - - . -  
- .. . .  

9.7 Exemption from Certain Securities Laws. Under Section 1145(a) 

o f  the Code, issuance of New ATG Common Stock, New Debt, New ATI Common Stock, 

and New SCS Common Stock to be distributed under the Plan, and the subsequent resale 

of those securities by entities that are not %nderwriters" (as per Section 1145(b) of the 

Code) are not subject to the registration requirements of Section 5 of the Securities Act of 

1933, as amended, or any state or local law requiring registration for the offer or sale of a 

security. 

9.8 Creditors' Committee. The Creditors' Committee will remain h 

existence until the Class 4 C l a w  are filly Allowed or disallowed and determined, the 

Avoidance Claims are concluded and all Plan distributions are completed. Thereafter, it 

FIRST AM. JOINT PLAN OF REORGANIZATION 



1 

2 

* 3  

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

li 

18 

15 

2( 

21 

2: 

21 

2c 

2i 

2r 

2’ 

2; 

-. 

vi11 be dissolved and released fiom all further authority, duties,-responsibilities and 

bbligations relating to, arising fkom or in connection with the Chapter 11 Cases. From and 

Leer the Effective Date, the Liquidation Trust will pay all Fee Claims of counsel for the 

3reditors’ Committee . Reorganized Debtor will have no responsibility for those 

bayments. 
\ 

ARTICLE X 
PROCEDUR3ES FOR RESOLVING AND TREATING DISPUTED CLAIMS 

10.1 Obiection Deadline. As soon as practicable, but in no event later 

han 90 days after the Effective Date (subject to extension by the Court on motion of 

Keorganized Debtors or the Liquidation Trustee, without notice or hearing), objections to 

2laims will be filed with the Court and served on holders of each Claim to which objection 

.s made. 

10.2 Prosecution of Disputed Claims. The Liquidation Trustee will have 

?rimary responsibility for objecting to the allowance of any Fee Claim or Class 4 Claim. 

Reorganized Debtors will have the sole responsibility to object to Administrative Claims, 

Priority Tax Claims or Priority Claims, and to determine those executory contracts of 

Class 4 creditors to bZassumed-and ciired..under Section 14.1(c). The Liquidation Trustee 

and Reorganized Debtors, as the case may be, are empowered, but not required, to 

consensually resolve disputes regarding the allowance, classification or amount of my 

Claim for which it has authority. Objections that are filed and prosecuted as provided in 

this Section will be litigated to Final Order or compromised and settled in accordance with 

Section 10.3. 

10.3 Claims Settlement Procedures. Notwithstanding any requirement 

that may be imposed by Rule 9019, fiom and after the EXTective Date, all Claims may be 

compromised and settled, with approval of the Court, by Reorganized Debtors or the 
Liquidation Trustee, as the case may be, pursuant to their authority under Section 10.2. 

FIRST AM. JOINT PLAN OF REORGANIZATION 



1 

2 

3 

4 1  

5~ 
6i 
7l 

8 

9 

10 

11 

12 

13 

14 

I 15 

I 16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

I 

. -  

ARTICLE XI 
DISTRIBUTIONS 

11.1 Distributions after Allowance. Distributions to holders of a 

Iisputed Claim, to the extent that the Claim ul&”ely becomes allowed, will be made by 

iCeorganized Debtors or the Liquidation Trustee, as appropriate, according to the 

povisions of the Plan governing the Class of Claims to which the Creditor belongs. 

Transmittal of Distributions and Notices. 

(a) 

11.2 

Any property or notice that a Person is or becomes entitled to’ 

:eceive under the Plan may be delivered by regular mail, postage prepaid, in an envelope 

3ddressed to that Person at the address indicated on any notice of appearance filed by the 

Person or its authorized agent before the Effective Date. If no notice of appearance has 
been filed, notice will be sent to the address indicated on a properly filed proof of claim or, 

absent a proof of claim, to the address in the relevant Schedule of Assets and Liabilities for 

the Person. Property distributed in accordance with this Section will be deemed delivered 

to a Person, regardless of whether it is actually received. 

(b) Holders of a Claim or Equity Interest may designate a different 

address for notices and distributions by notifying Reorganized Debtors and the Liquidation 

Trustee, or with respect twa holder of a Class 2A Claim, the Administrative Agent, of that 

address in Writing. To be effective, changes of address by a party entitled to receive 

distributions under the Plan will be by registered mail. Notification will be effective on 

receipt. 

11.3 Distributions to Holders of Class 2A Claims. 

(a) The Administrative Agent as Creditor. The Administrative 

Agent will be deemed to be the sole hdlder of all Allowed Class 2A Claims for the 

purposes of distributions under the Plan and the Liquidation Trust Agreement. 

Obligation of Administrative Apent to Transmit (b) 

Distributions. The Administrative Agent will distribute all distributions that it receives to 

the members of Class 2A. The Administrative Agent will make these distributions as soon 
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after they are received as is reasonably practicable and in accordance with the Senior 

Secured Documents. Distributions will be without prejudice to the Administrative Agent's 

rights to reimbursement or payment of fees, expenses and other charges under the Senior 

Secured Documents. 

11.4 Disputed Payment. If a dispute arises as to the identity of a holder of 

an Allowed Claim who is to receive a distribution, Reorganized Debtors and the 

Liquidation Trustee may, in lieu of making the distribution to that Person, make it into an 

escrow account until the proper disposition has been determined by Court order or by a 

written agreement among the interested parties to the dispute. 

11.5 Unclaimed Progem. If a distribution remains unclaimed for a 

period of six months after it has been delivered (or attempted to be delivered) to the holder 

entitled to receive it under the Plan, the holder will forfeit the Unclaimed Property. 

Thereupon, all right, title and interest in and to the Unclaimed Property will immediately 

and irrevocably vest in the Liquidation Trust. The holder of an Allowed Claim previously 

entitled to Unclaimed Property will thereafter cease to be entitled to it. 

11.6 Distributions on "+Business Days. Any payment or distribution 

due on a day other than a Business Day will be made, without interest, on the next 

- . -+--.----.-C.'- ..--- - - -  Business -Day. -- -I ... _Iu._y_. _. - ._ yJm . _._ -. . ._ _I.y .P. . - -  .. . -  

11.7 De-Minimis Distributions. Neither Reorganized Debtors nor the 

Liquidation Trustee will make any distributions of less than $50.00 to the holder of any 

Claim. 

ARTICLE XI1 

ALTERNATIVE PLAN 
GEBPS can terminate the Plan and the bvestment Agreement, in its sole 

discretion, on written notice at any time before the Confirmation Date. Further, the 

Investment Agreement can be terminated by GEBPS or Debtors on 5 business days Written 

notice, if the following milestones are not met, subject to an extension as a result of certain 

- I  
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greed upon delays: 

(I) January 20,2003 - Filing by Debtors of a plan and disclosure 

statement acceptable to GEBPS; 

(2) February 28,2003 - Entry-of an order by the Court approving the 

disclosure statement; 

(3) 

(4) 

These milestones may be extended as a result of certain delays, but in no 

April 22,2003 - Entry of the Codmation Order; 

May 2,2003 -The Effective Date. 

went may the Effective Date be extended beyond May 30,2003. 

If  either GEBPS or Debtors terminate the Investment Agreement, or if 

GEBPS abandons the Plan, GEBPS and Debtors are obligated to close the APA in 

accordance with its terms. I f  GEBPS terminates the Investment Agreement and, as a 

result, closes the APA, Debtors will be not be able to consummate the Plan. If this occurs, 

Debtors will exercise their rights to modify the Plan in compliance with Code Sections 

1127 and 1125. 

ARTICLE XIII 

13.1 Substantive ConsoIidation, The Plan contemplates and is predicated 

on, the substantive consolidation of the Chapter 1 1 Cases into a single Chapter 1 1 case, 

solely for the purposes of consummating the Plan as set forth in this Article. On the - 

Confmation Date, but subject to the occurrence of the Effective Date (a) all intercompany 

Claims by and among Debtors will be eliminated, (b) all assets and liabilities of Debtors 

will be merged or treated as though they were merged, except as set forth in the Plan with 

regard to the New ATG Common Stock, New ATI Common Stock and New SCS 

Common Stock, which interests will remain separate and distinct, (c) all prepetition cross- 

corporate guarantees of Debtors will be eliminated, (d) all Claims based on guarantees of 

collection, payment or performance made by one or more Debtors as to the obligations of 
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any other Person, including mother Debtor, will be discharged, released and of no further 

force and effect, (e) any obligation of a Debtor and all guarantees of those obligations 

executed by one or more of the Debtors will be deemed to be one obligation of the 

consolidated Debtors, ( f )  any Claims filed or to be filed in connection with any obligation 

or guarantee will be deemed one Claim against the consolidated Debtors, and (g) every 

Claim filed in the individual Chapter 11 Case of a Debtor will be deemed filed against the 

consolidated Debtors in the consolidated Chapter I 1  Cases and will be deemed a single 

obligation of all Debtors under the Plan on and after the Confirmation Date; provided, 

however, that nothing in this Section will affect the obligations of each Debtor under the 

Plan. 

13.2 Order Grantiw Substantive Consolidation. The Plan will serve as 
a properly noticed motion seeking entry of an order substantively consolidating the 

Chapter 1 1 Cases as described in Section 13.1. Unless an objection to the consolidation is 

made, in writing, by a Creditor affected by the Plan on or before the date fixed by the 

Court as the last date on which acceptances to the Plan may be received, or such other date 

as may be fixed by the Court, an order consolidating the Chapter 11 Cases (which may be 

the Confmation Order) will be entered by the Court. If any objections are timely filed, a 

hearing with respect to the objections will occur at the Confmation Hearing. 

ARTICLE XTV 

EXECUTORY CONTFUCTS AND UNEXPIRED LEASES 

14.1 Assumption or Reiecfion of Executorv Contracts and Unexpired 

Leases. 

(a) On the Effective Date, Debtors Will reject all executory 

contracts and unexpired leases of the Estates under Sections 365 and 1123 of the Code, 

except: 

(1) any that are the subject of an order authorizing Debtors 

to assume or assume and assign them pursuant to Section 365 of the Cod'e, including that 
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sertain Final &der entered by the Court on June 21,2002, entitled ‘‘Order Under 

Section 365 Approving Assumption and Assignment of Certain Executory Contracts and 

Unexpired Leases” (the “365 . Order”), provided that (A) Reorganized Debtors and the non- 

Debtor party to the executory contract or unexpired lease have reached a separate, written 

sgreement resolving all issues related to the assumption or the assumption and assignment 

[as the case may be) of the executory contract or unexpired lease, including issues 

resolving the proper “cure” amounts due and owing, or (8) Reorganized Debtors have 

determined that there is no dispute as to the amount necessary to cCcure’’t.he executory 

contract or unexpired lease and therefore a separate written agreement is not required; 

(2) any Iisted in the Executory Contract Schedule which 

will be served and filed by Debtors at least 30 days before the Confiation Hearing and 

which will provide, as of the Effective Date, for the assumption, or assumption and 

assignment, of certain executory contracts or unexpired leases that are not or do not 

become the subject of a dispute over the amount or manner of b r e ”  under Section 14.3; 

(3) any that have actually been assumed by order of the 

Court entered before the Confmation Date and not subsequently rejected pursuant to an 

order of the Court; and 

-- (4)- -=any other agreement,-obl.igation, security interest, 

transaction or similar undertaking that Debtors believe is not an executory contract or 

lease, but that is later determined by the Court to be an executory contract or unexpired 

lease subject to assumption or rejection under Section 365 of the Code, which agreements 

will be subject to assumption or rejection within 30 days of that determination. 

(b) Subject to Section 14.l(a) and Section 14.3, the C o b a t i o n  

Order will constitute an order of the Court approving the rejection of executory contracts 

and unexpired leases, the rejection of which is provided for in Section 14.l(a) pursuant to 

Sections 365 and 1123 of the Code. That rejection will be deemed effective as of the 

Petition Datel t 
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(c) Reorganized ATG will assume executory contracts and 

inexpired leases that have “cure” Claims on Debtors’ books and records, in the aggregate, 

if no less than $5,700,000 as set forth in the APA. The amount of the “cure” claims 

beferred to in the preceding sentence will be determined solely by the amounts referred to 

n (1) the 365 Order, and (2) Exhibit A to the 365 Order. 

14.2 Bar Date for Reiection Damages. If  the rejection of an executory 

:ontract or unexpired lease under the Plan gives rise to a Claim by the non=Debtor party to 

he contract or lease, the Claim, to the extent that it is timely filed and is an Allowed 

%im, will be classified as a CIass 4 Claim. However, the Claim arising fiom the 

*ejection will be forever barred and will not be enforceable against Debtors, unless a proof 

)f the Claim is filed with the Court and served on Reorganized ATG within 45 days after 

he date the order of the Court rejecting the executory contract or unexpired lease is 

:ntered. 

14.3 Obiection to Cure/Assumption. If  a non-Debtor party to an 

zxecutory contract or unexpired lease, other than a non-Debtor party to an executory 

sontract or unexpired lease listed in Exhibit A or Exhibit €3 to the 365 Order, opposes the 

”cure,” assumption, or assumption and assignment of its executory contract or unexpired 

leaseunder the Code, the non-Debtor party must file and serve a written objection to the 

“cure,” assumption or assumption aqd assignment at least five days before the 

Confirmation Hearing. The failure to timely file and serve an objection will be a waiver of 
any objection to the assumption or the c‘c~e’’  amount. Moreover, the waiving party, its 

successors and assigns, will be forever barred from contesting the assumption or asserting 

a claim for additional amounts against Debtors, Reorganized Debtors, Buyers, GECC, 

GEBPS and their respective estates, successors or assigns. 
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ARTICLE XV 

ADMINISTFtATIW PROVISIONS 

15.1 Retention of Jurisdiction. The Court will retain such jurisdiction as 

is legally permissible, including for the following purposes: 

(a) To determine the allowability, classification or priority of 

Claims on objection by Reorganized ATG or any other party in interest entitled to file an 

Dbjection, and to determine the validity, extent, priority and nonavoidability of consensual 

md nonconsensual Liens and other encumbrances; 

(b) To issue injunctions, take such other actions or make such 

other orders as may be necessary or appropriate to restrain interference with the Plan or its 

execution or implementation by any Person, to construe and to take any other action to 

enforce and execute the Plan, the Confmation Order, or any other order of the Court, to 

issue such orders as may be necessary for the implementation, execution, performance and 

consummation of the Plan and all matters it refers to, and to determine dl matters that may 

be pending before the Court in the Chapter 11 Cases on or before the Effective Date with 
respect to any Person; 

(c) .To protect the .propertyaf-the Estates, including dl Assigned 

Rights (and further including all Avoidance Claims), &om claims against, or interference 

with, such property, including actions to quiet or otherwise clear title to such property or to 

resolve any dispute concerning Liens, security interests or encumbrances on any property 

of the Estates; 

(d) To interpret and enforce the terms of the Liquidation Trust 

Agreement; 

(e) 

( f )  

To determine all applications for allowance of Fee Claims; 

To determine any Priority Tax Claims, Priority Claims, 

Administrative Claims or any other request for Allowance or payment of Claims or 

expenses entitled to priority under Section 507(a) of the Code; 

- I  
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(g) To resolve any dispute arising under or related to the 

implementation, execution, consummation or interpretation of the Plan and the making of 

distributions under it; 

(h) To determine all motions related to the rejection, assumption or 

assignment of executory contracts or unexpired leases, or to determine any motion to reject 
I 

an executmy contract or unexpired lease under Section 14.1; . ,. y 

(i) To determine all applications, motions, adversary proceedings, 

contested matters, actions, and any other litigated matters instituted in and before the 

closing of the Chapter 11 Cases, inchding any remands; 

(i) 

(k) 

To enter a Final Order closing the Chapter 11 Cases; 

To modify the Plan under Section 1127 of the Code, remedy 

any defect, cure any omission, or reconcile any inconsistency in the Plan or the 

Confmation Order so as to carry out its intent and purposes; 

' 0) TO issue such orders in aid of consummation of the Plan and 

the Confmation Order notwithstanding any otherwise applicable non-bankruptcy law, 

with respect to any Person, to the full extent authorized by the Code; 

(m) To enabIe Reorganized Debtors and, as applicable, the 

Liquidation Trustee to prosecute all proceedings to set aside Liens or encumbrances and to 

recover any transfers, assets, properties or damages to which Debtors may be entitled 

under applicable provisions of the. Code or any other federal, state or local laws except as 

may be waived pursuant to the Plan; 

(n) 

(0) 

To determine any tax liability under Section 505 of the Code; 

To enter and implement such orders as may be appropriate if 

the Confmation Order is for any reason stayed, revoked, modified or vacated; 

(p) To resolve any disputes concerning whether a Person had 

sufficient notice of the Chapter 1 1 Cases, the applicable Claims bar date, the hearing to 

consider approval of the Disclosure Statement or the Confirmation Hearing or for any 

other purpose; 
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(9) To resolve any dispute or matter arising under or in connection 

with any order of the Court entered in the Chapter 11 Cases; 

(r) To hear and resolve litigation matters, including the Avoidance 

Claims, whether commenced by Reorganized Debtors or the Liquidation Trustee; 

(s) To approve any Claims settlement entered into or offset 

exercised by Debtors, the Liquidating Trustee or Reorganized Debtors; and 

(t) To determine such other matters, and for such other purposes, 

as may be provided in the Confirmation Order or as may be authorized under provisions of 

the Code. 

15.2 Amendments to Plan. 

(a) Preconfirmation Amendment. Debtors may modify the Plan 

at any time before the Confmation Order is entered provided that the Plan, as modified, 

and the Disclosure Statement pertaining to it meet applicable Code requirements. 

(b) Postconfirmation Amendment Not Reauiring 

Resolicitation. ARer entry of the Confirmation Order, Debtors or Reorganized Debtors 

may modi@ the Plan to remedy any defect or omission or to reconcile any inconsistencies 

in it or in the Confirmation Order, as may be necessary to carry out its purposes and effects 

of the Plan, provided that (1) Debtors. or Reorganized Debtors -obtain- approval o w e  Court 

for the modification, after notice and a hearing, and (2)  the modification does not 

materially and adversely affect the interests, rights, treatment or distributions of any 

Class of AIIowed Claims or Equity Interests under the Plan. Any waiver under 

Section 15.3 will not be considered to be a modification of the Plan. 

(c) PostcsonfirmationLPreconsummation Amendment 

ResuirinP Resolicitation. After the Confirmation Date and before substantial 

consummation of the Plan, Debtors or Reorganized D,ebtors may modifjr the Plan in a way 

that materially or adversely affects the interests, rights, treatment, or distributions of a 

Class of Claims or Equity Interests, provided that (1) the Plan, as modified, meets 
applicable Code requirements, (2) Court approval is obtained for the modification, after 

' 
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notice and a hearing, (3) the modification is accepted by at least two-thirds h amount, and 

more than one-half in number, of Allowed Claims or Equity Interests vohg and entitled to 

vote in each Class affected by the modification, and (4) Debtors andor Reorganized 

Debtors,' as applicable, comply with Section 1125 of the Code with respect to the Plan as 

modified. 

15.3 Successors and Assims. The rights, benefits and obIigations of any 

Person named or referred to in the Plan will be binding on, and will hure to the benefit of, 

the heirs, executors, administrators, successors andor assigns of that Person. 
15.4 Exemption from Transfer Taxes. Pursuant to Section 1146(~) of the 

Code, the issuance, transfer, or exchange of notes or equity securities under the Plan by 
Debtors or Reorganized Debtors, the creation of any mortgage, deed of trust, or other 

security interest, the making or assignment of any lease or subiease, or the making or 
delivery of any deed or instrument of transfer under, in fbrtherance of, or in connection 

with the Plan, including the issuance of the Reorganized Stock or New Senior Investment, 

transfers of assets by Reorganized Debtors in furtherance of the Plan, will not be subject to 

any stamp, real estate transfer, mortgage recording, or other similar tax. 

15.5 Corporate Action. The dissolution of Debtors and any other matters 

provided- for under the Plan involving the corporate or entity structure .of any Debtor .or 

corporate action, as the case may be, to be taken by or required of any Debtor will be 

deemed to have occurred and be effective as provided in the Plan and will be authorized 

and approved in id1 respects, without any requirement of further action by stockholders or 

directors of Debtors or Reorganized Debtors, as the case may be. 

15.6 Effectuating Documents and Further Transactions. Each Debtor 

and Reorganized Debtor will be authorized to execute, deliver, file, or record such 

documents, contracts, instruments, releases, and other agreements and take such other 

actions as  may be necessary to effectuate and further evidence the terms of the Plan. On or 

before the Effective Date, Debtors will file with the Court such agreements and other 

documents as may be necessary or appropriate to effectuate and fbther eGdence the tenns 
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15.7 Severabilitv. If any provision of the Plan is determined to be 

nenforceable, the determination will nut limit or affect the enforceability and operative 

ffect of any other provisions of the Plan. 
15.8 Excubation of Certain Persons. As of the Effective Date, the Plan 

vill be deemed to satisfjs, waive and release in full any and all Persons who have held or 

nay hold claims, any Equity Interest holder or Debtors against the Responsible Individual, 

Iebtors, the Creditors’ Committee, the members of the Creditors’ Committee and GEBPS, 

Ind each of their present employees, oficers, directors, agents, advisors, attorneys or 

iccountants, from any Claim arising out of or in connection with any act or failure to act in 
:onnection with their rights and duties arising under or related to the Chapter 11 Cases 

?om the Petition Date to and including the Effective Date, except any (a) unknown claims, 

md (b) claims expressly created or preserved under the terms of the Plan or any documents 

:xecuted, or to be executed, in connection with the Plan. Except as expressly provided in 
he Plan or any document executed or to be executed in connection with the Plan, neither 

Debtors, the Responsible Individual, the Creditors’ Committee, its members, GEBPS nor 

my of their respective present employees, officers, directors, agents, advisors, attorneys or 

iccountants, will have any liability to Debtors,. the Responsible-Individual,. the Creditors’ 

Zommittee and its members, GEBPS, nor any of their respective employees, officers, 

iirectors, agents, advisors, attorneys or accountants for actions taken or omitted to be taken 

under or in connection with the Plan or the Chapter 11 Cases fiom the Petition Date to and 

including the Effective Date. Notwithstanding the foregoing, Debtors (or their successors 

DT assigns under the respective agreements) and GEBPS (or its successors or assigns under 

the respective agreements) will not release each other fiom, and will.cmthue to have 

liability to each other under the agreements between GEBPS and Debtors entered into after 

the Petition Date, in accordance with their respective terms. 

15.9 Iniunctioh. On entry of the Confirmation Order, and except as 

otherwise expressly provided in the Plan or in connection with its enforcement, all Persons 
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vho have held, hold or may hold Claims against Debtors, Reorganized Debtots ,or GEBPS 
hat arose before the Effective Date are permanently enjoined from (a) commencing or 

;ontiming in any manner, directly or indirectly, any action or other proceeding of any kind 

lgainst Debtors, Reorganized Debtors or GEBPS, or any property of Debtors, Reorganized 

Iebtors or GEBPS, with respect to any such Claim, (b) the enforcement, attachment, 

:ollection or recovery by any manner or means, directly or indirectly, of any judgment, 

iward, decree, or order against Debtors, Reorganized Debtors or GEBPS, or any property 

,f Debtors, Reorganized Debtors or GEBPS, with respect to my such Claim, (c) creating, 

,erfecting or enforcing, directly or indirectly, any Lien or encumbrance of any kind against 

Iebtors, Reorganized Debtors or GEBPS, or any property of Debtors, Reorganized 

Debtors or GEBPS, with respect to any such Claim, and (d) asserting, ditectly or 

ndirectly, any setoff, or right of subrogation of any kind against any obligation due 

Debtors, Reorganized Debtors or GEBPS, or any property of Debtors, Reorganized 

Debtors or GEBPS, with respect to any such Claim. 

Notwithstanding the foregoing, Debtors (or their successors or assigns under 

he respective agreements) and GEBPS (or its successors or assigns under the respective 

greements) will not release each other fiom, and will continue to have liability to each 

Dther-under the-#agreements between .GEBP-S and Debtors enteredhto after the Petition 

Date, in accordance with their respective terms. 

Nothing contained in this Section 15.9 will prohibit the holder of a thnely- 

filed proof of Claim fiom litigating its right to seek to have that Claim declared an 

Allowed Claim and paid in accordance with the distribution provisions of the Plan, or 

enjoin or prohibit the interpretation or enforcement by the claimant of any of the 

obligations of Debtors and Reorganized ATG under the Plan. 

15.10 Blank Ballots. Any ballot that is executed by a Creditor entitled to 

vote to accept or reject the Plan, but which indicates neither acceptance nor rejection, will 

be deemed an acceptance of thetPlan. Any ballot that does not comply with the filing 

instructions on the ballot will not be counted for voting purposes. 

- -  
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15.11 Dischawe. On the Effective Date, md except as provided in the Plan, 

Debtors, Reorganized ATG, Reorganized SCS and Reorganized AT1 and their property 

will, to the hllest extent permitted by Section 1141 of the Code, be deemed discharged 

and released fiom all Claims and interests that arose before the Confirmation Date. 

ADVANCED TELCQM GROUP, INC. 

By: 

Dated: February 25,2003 

cucciO I 
ADVANCED TELCOM, LNC. 

E l y : y y  Gary Cuccio 

SRARlED COMMUNICATION SERWCES, INC. 

RICHTER & HAMPTON UP 
Dated Februw 25,2003 - -. - .-. __-._.____ __ 

Bankruptcy Reorganization Counsel 
for Debtors and Debtors-in-Possession 
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EXHIBIT 1 

DEFINITIONS 

1. “Adjusted Pro Rata” is a-number (expressed as a percentage) equal 
to the proportion that an Allowed Class 2A Deficiency C l a n  or an Allowed Unsecured 
Claim, as the case may be, bears to the aggregate amount of (a) ail Allowed Class 2A 
Deficiency$lahns and Allowed Unsecured Claims, plus ) disputed Claims of holders of 
Unsecured Claims (in their aggregate face amount) as of date of determination. 

2. “Administrative Agent” is Wachovia Bank, N.A. 
3. “Administrative Claim” is a Claim, other than a Fee Claim, a 

Priority Tax Claim or a Priority Claim, for costs or ex enses of administration allowed 
under Section 503(b) of the Code, including the actua P , necessary costs and expenses 
incurred after the Petition Date to preserve the Estates and operate Debtors’ businesses 
(such as wages, saIaries, taxes or commissions for services rendered); and all fees and 
charges assessed against the Estates under to Section 1930 of Title 28 of the United States 
Code. 

4. uAllowed9’ means, with respect to a Claim, the amount of such Claim: 
(a) that is scheduled by a Debtor pursuant to the Code and the Rules in a Ii uidated amount 

timely filed, or deemed time1 filed under applicable law or order of the Court, with the 
Court pursuant to the Code, & Rules and any applicable orders of the Court, or late filed 
with leave of the Court after notice and a hearing; or (c) if such Claim is an Administrative 
Claim, proof of which, or application for which, has been timely filed, or deemed timely 
filed under applicable law or order of the Court, with the Court muant to the Code, the 

(c); (1) has not been objected to within the eriod fixed b the P an, 
applicable orders of the Court or (2) has o erwise ..._ been4lowed .-- by a Final Order or as set forth in the Plan. -- 

and that is not listed as contingent, unliquidated or disputed; (b) proof ofw Ri ch h? been 

Rules and an applicable orders of the Court, or late fded with P eave of the Court after 
notice and a E earmg, and which, with respect to each of the fore oh clauses (a), (b) and 

ti 

. 

f a  e Rules and 
- .-..ll”--.l. 

5. “Allowed Claim” is a Claim that is Allowed, regardless of whether it 
became Allowed before or after the Effective Date. The amount of a Claim that is 
Allowed will be net of any valid setoff exercised with respect to it under the Code. Unless 
otherwise s ecified, in Section 506(b) of the Code or by order of the Court, an “Allowed 

Claim accruing fiom or after the Petition Date, (b) punitive or exemp ary damages, or 
(c) any fme, penalty or forfeiture. 

I Claim,” wi K not, for purposes of distribution under the Plan, include a) interest on any 

“APA” is the Asset Purchase A eement dated as of June 21,2002, B 6. 
entered into, with Court approval, by Debtors and G BPS, including all schedules and 
exhibits to it, as the same may have been amended, modified or supplemented fiom time to 
time. A copy of the APA is on file with the Court. 

“Assigned Rights” are all rights, Causes of Action, ayments or other 
xecei ts in connection with the following that existed on, or had acmued unless otherwise 

advances by Debtors to any of their of icers or former officers, (b) a 1  insurance roceeds 
other than those referred to in clause (a) of the definition of Distributable Cash, c) up to 
$305,000 of Debtors’ accounts receivable from Fairpoint CommUnications Solutions 
Corporation existing on July 15,2002, (d) Debtors’ rights with respect to that certain 

P 7. 

P B note B )as of the Effective Date) and all roceeds thereof received thereafter: (a) all loans or 
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the Effective Date. . 

8. “Avoidance Claims” are all Claims, rights and Causes of Action 
assertable by Debtors, their successors or assi ees, including an action brought under 

state law. 
Sections 541,542,543,544,545,547,548,5 fl 9,550 or 553 of the Code and applicable . 

9. 
set by the Court. 

10. “Business Da is any da except a Saturday, Sunday, or “legal 
holiday’’ as that term is defmed in ic’ ule 9006(a$ 

“Bar Date” is the last date for filing proofs of Claim against Debtors 

11. 

12. 

“Buyer” is GEBPS or its desi 

“Causes of Actio~P are actions, claims, Liens, liabilities, obligations, 

ee as provided in the Investment 
Agreement) in its capacity as the purchaser of the FA ew enior Investment. 

rights, suits, debts, sums of money, damages, judgments and demands whatsoever, whether 
known or unknown, in law, equity or otherwise. 

13. 

14. 

“Chapter ‘11 Cases” are the ATG, ATI and SCS Chapter I 1  cases 

4cCIaim” is a claim as defined in Code Section lOl(5) against a 

filed on May 2,2002. 

Debtor, including (a) any asserted right to payment fiom an of Debtors, whether or not 
that right is reduced to judgment, liquidated, unliquidated, &ed, contingent, matured, 
unmatured, disputed, undisputed, legal, e uitabIe, secured or unsecured, (b) any asserted 
right to an equitable remedy for breach o 9 performance if the breach gives rise to a right of 
payment from an of Debtors, whether or not the right to an equitable remedy is reduced to 

unsecured, or (c) any asserted right under Section 502( ) of the Co e. 

described in Article IV of the Plan. 

R x 2t judgment, fixe (Y , contingent, matured, unmatured, dis uted, undis uted, secured or 

15. ’ “Class” is a category of holders of Claims or Equity Interests 

16. Tlass 2kDeficiency Claim” will be the amount of the Deficiency 
Claim of each holder of Class 2A Claims determined by the Administrative Agent, Debtors 
and the Creditors’ Committee on or before the Effective Date. I f  no determination is 
agreed upon, the Court will retain jurisdiction to make such determination. 

- c  
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17. “Code” is Title 1 1  of the United States Code, as now in effect or 
iereafter amended. 

18. ccCollateral” is property of Debtors that secures a Claim, up to the 
mount of the Claim. 

19. ‘‘Confirmation Date” is the date on which the Court enfen the 
Clonfmation Order on its docket. 

20. 
znters the Confirmation Order. 

“Confirmation Hearing” is the hearing pursuant to which the Court 

21. ‘‘Confirmation Order” is the order of the Court confrming the Plan 
mrsuant to Section I129 of the Code. . 

22. “Creditor” is any Person holding a Claim. 

23. 6 C C ~ ~ r t ”  is the United States Bankruptcy Court for the Northern 
District of California, Santa Rosa Division, or any other c o M  exercising competent 
jurisdiction over the Chapter I 1  Cases or any proceeding therein. 

24. 
Creditors in the Chapter 11 Cases, as appointed by the United States Trustee and 
reconstituted from time to time. 

‘‘Creditors’ Committee” is the Official Committee of Unsecured 

25. “Deficiency Claim” is a claim by a Creditor arising out of the same 
transaction as a Secured Claim to the extent that the value, as determined by the Court 
under to Section 506(a) of the Code, of the Creditor’s interest in ro erty of Debtors’ 

that security as provided by Section 506(a) of the Code. 
estates securing the Claim is less than the mount of the Claim w %g ic has the benefit of 

classification of the 

Schedules of Assets 
classification of any 

27. “Distributable Cash” is all cash held b Debtors in all accounts at 
the close of business on the day immediately preceding the B ffective Date except for: 

(a) hsurance proceeds aid after July 15,2002, With respect to my 
damage, destruction or loss of an property of ebtors, or any ri t or interest therein, that 
was subject to transfer to GEBP 2 under the APA or otherwise re athg to any of the 
liabilities to be assumed by GEBPS under the MA, including any assets, rights or interests 

Bh 8 
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hat could reasonably be expected to have been included in the property transferred to 
3EBPS but for such damage, destruction or loss; 

all pre aid expenses, de osits, claims for r e h d s  and rights of 
S s e t  reIating to the usiness, as i efmed in the APX,  on the Effective Date, except for up 
:o $305,000 of Debtors’ accounts receivable from Fairpoint Communications sohtion~ 
Corporation existing on July 15,2002; 

(c) all proceeds and products resulting from the sale or other 
iisposition of any of Asset that was subject to transfer to GEBPS under the APA (other 
31a.n the real property interests that were subject thereto) that would have been included in 
he Assets but for such sale or disposition, as well as any improvements, accessions or 
xcretions to any of the foregoin at an time during the penod fkom and after July IS, 
2002 up to and mcluding the Edctive Late; 

(a) the Unsecured Distribution Reserve, as defmed herein; 

(e) any cash under the Management 
Agreement as of the Effective 
into the A/R Escrow (as defined in 
distributed to GEBPS under the 

to be deposited as of the Effective Date 

(as defined in the MA);  and 
to the extent that amount would be 

1 

(f) 
budget provided in Section 9.l(c) of the Plan. 

“Effective Date” is the IO* day after the entry of the Confmation 
Order unless a stay of the Confmation Order is in effect in which case the “Effective 
Date” is the frst business day after the date the stay is vacated. 

all amounts set aside for the Liquidation Trust pursuant to the 

28. 

common stock; and all wmmts, options or other 
rights to purchase any ownership or interest h any of Debtors, but expressly excluding 
Reorganized Stock. 

30. “Estate” is the relevant estate created in each of the Chapter 11 Cases 
under Section 541 of the Code and existing as of the Effective Date. 

31. ‘%xecutory Contract Schedule” is the schedule ca tioned “Schedule 
of Assumed Executory Contracts and Unexpired Leases” annexed as E XK ibit 3 to the Plan. 

32. “Exhibit Filing Date” is the last date by which forms of the Exhibits 
to the Plan will be filed with the Court, which date will be as specified in the Plan for each 
Exhibit, but in any event, or when no date is specified, no later than 30 days before the 
Confirmation Hearing. 

33: “Ex ense Disbursement Disbursement 
Letter, entered into by G B BPS and ATG dated ursuant to which 
among other things, a portion ofthe Fee Claims incurred 
Professionals on and after October 15,2002, will be 
ATG, as amended. 
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34, “Fee Claim” is a Claim f i r  com ensation or reimbursement of 
:xpenses of a Professional under Sections 327,328, P 30,33 1 or 503(b) of the Code in 
:onnection with the Chapter 11 Cases. 

“Final Order” means an order or judgment of the Court, as entered 
in the docket of the Court, that has not been reversed, stayed, modified, or amended, and 
u to which: (a) the time to appeal, seek review or rehemn or petition for certiorari has 
zxpired and no timely filed a peal or petition for review, re a earmg, remand or certiorari is 

35. 

3ending; or (b) an a peal t aE en or petition for certiorari filed has been resolved by the 
highest court to w i3 ic the order or judgment was appealed or from which certiorari was 
sought. 

36. “GEBPS’’ means GE Business Productivity Solutions, Inc. and its 
successors and assigns. 

37. “GECC” is General Electric Capital Corporation. 
38. “Holdback Escrow Agreement” is the.agreement entered into by 

GEBPS, Debtors and Deutsche Bank Trust Company Americas, as escrow agent, dated 
November 15,2002, and ursuant to which GEBPS agreed to escrow the s u m  of $2 
million pending the satis P action of certain terms and conditions, as amended. 

39. uInvestment A reement” is the agreement dated as of December 20, 
2002, as amended, by and among G Q BPS, ATG, ATI and SCS. 

40. “Liens” are, collectively, all mortgages, liens statutory or otherwise), 
interests, security interests, licenses, assessments, levies, pledges, c 6 arges, encumbrances, 
equities, Claims (including claims of lessordsublessors and licensors/subiicensors), 
covenants, conditions, opttons or restrictions (including restrictions set forth in applicable 
leases/subleases and licenses/sublicenses), of any nature whatsoever. 

41. 

42. 

“Liquidation Trust” is the trust created pursuant to the Liquidation 

“Li uidation Trust Agreement’’ is the apeement entered into by 

Trust Agreement. _. - - . _.._ _ _  .I - 

and among Debtors and &e Liquidation Trustee, a copy of which is annexed to the Plan as 
Exhibit 2. 

- ...-- .T - - -.- -.- L._ I *. .__. ---_.- .. ..*” .* .--..-- . .-. . . . _ _ _  . .- - ,. 

43. “Liquidation Trustee” is the Trustee under the Liquidation Trust 
Agreement. 

44. “Management Agreement” is that certain Management A eement 
entered into by and between GEBPS and Debtors dated as of June 21,2002, as # e same 
may have fiom time to time been amended, modified or supplemented. 

45. “New ATG Common Stock” is all of the issued and outstanding 
common stock of Reorganized ATG. 

46. 

47. 

“New AT1 Common Stock” is all of the issued and outstanding 

“New Debt” is an unsecured promissory note by Reor anized ATG 

common stock of Reorganized A n .  
t 

representing rinci a1 repayment obligations in an initial amount equal to P e New Senior 
Investment c p c p  ash onsideration and having terms as generally described in Section 9.2(b) 
of the Plan. 
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48. 

49. 

50. 

51. 

“New Directors” are, collectively, David O’Neif1 and Victor A. 

“New Officers” are, collectively, David O’Neill, President and 

’ “New SCS Common Stock” is all of the issued and outstanding 

“New Senior Investment Cash Considemtion” is an amount of cash 
will be aid fiom the ‘.‘ ’ 

AIums. 

Victor A. Aim, Secretary. 

common stock of Reorganized SCS. 

- -  

. 

i t  

before ti! e Effective 
Date ; (2) a subject to the terms of the 
Hol h back Escrow Agreement (as defmed in the APA); (4) the proceeds of the A/R Escrow 
(as defined in the APA); plus (4) $6,300,000. 

52. “Other Secured Claims” are any Secured Claim not expressly 
classified in Class 2. 

53. “Person” is any individual, corporation, partnership, limited liability 
company, association, indenture trustee, organization, joint stock company, ‘oint venture, 
estate, trust, overnmental unit or an 

Debtor, or any other entity. 

:!I I 

r .  

olitical subdivision thereof, the Cre d itors’ 
Committee, E quity Interest hoIders, &%krs of Claims, current or former employees of any 

54. “Petition Date” is May 2,2002. 

55. “PIan” is this Joint First Amended Plan of Reorganization, dated as of 
the date set forth on its signature page, for Debtors, together with any amendments or 
modifications as Debtors may file hereafter in accordance with the terms of the Plan (such 
amendments or modifications only being effective if approved by order of the Court). 

- - 56. “Priority Claim” is any Claim, if Allowed, which is entitled to 
riority under Section 507(a) of the Code, other than (a) an Administrative Claim; (b) a 

hiority Tax Claim; or (c) a Fee Claim. 

57. “Priority Tax Claim” is any Claim, if Allowed, that is entitled to 
priority under Section 507(a)(8) of the Code. 

58. cLProfessional’’ is a Person retained or to be compensated for services 
rendered or costs incurred on or after the Petition Date through and including and after the 
Effective Date under Section 327,328,330,503w) or 1103 of the Code. 

59. “Ratable,” %stably," “Ratable Share” or “Pro Rata” is a number 
(expressed as a percentage) equal to the pro ortion that an Allowed Claim in a articular 

their aggregate Face Amount) in such Class as of the date o determination. 
Class bears to the aggregate amount of (a) lowed Claims Ius (b) disputed C P aims (in ll F 

60. 

61. 

“Reorganized ATG” is ATG from and after the Effective Date. 

“Reorganized ATI” is ATI fiom and after’ the Effective Date. 

62. “Reorganized Debtors” are, collectively, Reorganized ATI, 
Reorganized ATG and Reorganized SCS. 
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63. “Reorganized SCS” is SCS fkom and aft& the Effective Date. 

64. “Reorganized Stock” is all of the votin common stock of each of 
Xeorgmized ATG, Reorganized ATI and Reorganized SCS I! om and after the Effective 
>ate issued and outstanding as of the Effective Date. 

65. 

66. 

“Res onsible Individual” is Gary Cuccio, in his capacity as the duly 

“Rules” are the Federal Rules of Bankruptcy Procedure and the Iocd 
ules of the Court (including an court rules of Bankruptcy Judge Jaroslovsky), as now in 

Zhapter 11 Cases. 

Yaim that is secured by a valid, perfected and enforceable security interest, Lien, 
nortgage or other Encumbrance, that is not subject to avoidance under ap licable 

xoperty as of the relevant determination date. The defined term Secured Claim includes 
my Claim that is (a) subject to an offset right under ap licable law; and (b) a secured 
21ai.m against any of Debtors under Sections 506(a) an B 553 of the Code. “Secured Claim” 
loes not include, for voting or distribution purposes, any Claim that would otherwise 
pali  as a Secured Claim, but that has been or will be paidin connection with the cccurey’ 

Section 365 of the Code or pursuant to the Plan. 

ippointed Responsible In B ividual of Debtors. 

:ffect or hereafter amended to x e extent such amendments are applied retroactively to the 

x”ptcy or non-bankru tcy law, in or upon any right, title or interest o f any of Debtors 
.n and to property of the E! states, to the extent of the value of the holder’s interest in the 

af  de ? aults under an executory contract or unexpired lease assumed by a Debtor under 

67. “Secured Claim” is, under Section 506 of the Code, thatportion of a 

68. “Senior Secured Collateral” is any and all collateral pledges by 
ATG, A n ,  SCS and/or ATINirginia under the Senior Secured Pledge Agreement and the 
Senior Secured Security Agreement. 

69. “Senior Secured Credit Agreement” is that certain written 
a eement entered into by and among Al l ,  its subsidiaries and Wachovia Bank, N.A., as 
aginistrative agent, dated as of July 20,2000, as the same may have fkom time to time 
been amended, and all. related and ancillary agreements forming a part of that agreement. 

‘‘Senior Secured Creditors” are those creditors who are party to the 
Second Amended and Restated Credit Agreement dated as of Ju1 20,2OOO, as amended, 

The CIT Group, Union Bank of California, Finova Ca ita1 Corporation, CitiCo USA, 

70. 

among Debtors and the financial institutions arty thereto as len J ers: Wachovia Bank, 
National Association, GECC, Fortis Capital e orporation, Inc., JP Morgan Securities, Inc., 

hc., Key Co .9 II3M Credit Corporation, US Bank, cp redit Suisse First Bostonxehman 
Commercial. i! aper, Inc., and Dresdner Bank AG New York and Grand Cayman Branches. 

71. “Senior Secured Documentsy7 are, collectively, the Senior Secured 
Credit A eement, the Senior Secured Security A eement and the Senior Secured Deeds 
of Trust & defined in the Senior Secured Credit R greement). 

72. “UncIaimed Property” is any distribution or distributable property 
unclaimed on or after the Effective Date or the date on which an additional distnbution 
would have been made to the holder of an Allowed Claim. Unclaimed Pmpe 
include (a) checks (and the finds re resented thereb ) returned as undeliverab e without a T 
proper forwardin address; (b) fun2 s for uncashed c il ecks; and (c)  checks (and the h d s  
represented there E y) not mailed or delivered because no address to mail or deliver the 
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roperty was available, notwithstanding efforts by Debtors or the Liquidating Trustee to 
rocate such address which were commercially reasonable under the circumstances. 

“United States Trustee” is the Office of the United States Trustee for 
the Northern District of California. 

‘‘Unsecured Claim” is an Claim that is not (a) an Administrative 
Claim; (b) a Priority Claim; (c )  a Priority Tax E laim; (d) a Secured Claim; or (e) a Fee 
Claim, and includes any claim arising Erom the rejection by Debtors of any executory 
contract. 

73. 

74. 

75. “Unsecured Distribution Reserve” is the reserve h the s u m  of 
$500,000 established under the Plan on the Effective Date to pay Allowed Unsecured 
Claims. 

FIRST AMENDED JOINT PLAN OF 
REORGANIZATION 



I .  4 

5 

6 

' 7  

8 

9 
10 

12 

14 

15 

16 
5 -  

17 

18 

19 
20 

21 

22 

23 

24 

25 

26 

27 

To the Plan 

LIOUIDATION TRUST AGREEMENT 

I 

EXHIBIT "2" TO 
FIRST -ED JOINT PLAN OF REORGANIzATfON 



LIQUIDATION TRUST AGREEMENT t 

THIS LIQUIDATION TRUST AGREEMENT ("Agreement"), dated as of 

ADVANCED TELECOM, WC., and SHARED COMMUNICATIONS SERVICES, INC. 
(collectively, "Debtors"), on the one hand, and CROSSROADS, LLC, as Trustee ("Liquidation 
Trustee" or "Trustee"), on the other hand, and is executed to facilitate the implmmtation of the 
First Amended Plan of Reorganization ("Plan") filed by Debtors. 

,2003, is entered into by and among ADVANCED TELECOM GROUP, INC, 

, . , . .  )d"'.2 

RECITALS 

WHEREAS, on May 2,2002 ("Petition Date"), Debtors filed voluntary petitions for 
relief under chapter 1 1 of Title 11 of the United States Code ("Code") in the United States 
Bankruptcy Court for the Northern District of California ("Court'); 

WHEREAS, United States Bankruptcy Judge Alan Jmslovsky has presided over the 
cases, which have been jointly administered under Case No. 02-1 1073 ("Chapter 1 1 Cases"); 

WHEREAS, the Plan was confhned by the Court on 9 

WHEREAS, the Plan contemplates, among other things, the distribution of certain Trust 
Assets to Creditors, all as defined and described in greater detail in the Plan and this Agreement; 

WHEREAS, under the terms of the Plan, the Assigned Rights, the Unsecured 
. Distribution Reserve, Distributable Cash, New Senior Investment Cash Consideration (subject to 
the escrow established by the Holdback Escrow Agreement) and Avoidance Claims (colkctively 
defined as "Trust Assets" or "Assets") are to be transferred to this Trust so that the Trustee may 
(1) prosecute, settle or release a l l  Assigned Rights and Avoidance Claims in accordance with the 
best interests of and for the benefit of the Creditors entitled to receive distributions under the 
Plan; (2) liquidate the Trust Assets; (3) prosecute objections to Class 4 Claims; (4) dispose of 
any non-liquid Assets in an orderly and expeditious manner; (5) resolve Disputed Claims; 
(6) make distributions to the holders of Allowed Fee Claims and holders of Allowed Claims in 
Classes 2A and 4 (as their respective interests may appear in accordance with the Plan), 
respectively, and to certain professionals of the Liquidation Trustee, the Administrathe Agent 
and the Unsecured Creditom' Committee (the "Designated Professionals") in as prompt, efficient 
and orderly fashion as possible; (7) perform administrative services related to the 
implementation of the Plan; (8) employ professionals, including counsel and accountants, for 
assistance in hlfilling its obligations under the Plan; and (9) otherwise act in accordance with 
this Agrement, the Plan, and orders of the Court; 

WHEREAS, the Plan also contemplates that the Trustee will pay Allowed Fee Claim to 
the respective holder thereof and certain fees and expenses of the Designated Professionals h m  
h d s  of the Liquidation Trust ("Trust") and h m  additional funds received by the Trustee under 
the Expense Disbursement Letter, with such payments to be made as set forth in this Agreement, 
and that payments may be made by GPBPS as provided in Section 9.6(d) of the Plan to the Trust 
to be distributed to the holders of Class 2A Claims; 

W O Z S F ~ S S ~ ~ I  3235035 -1- 



VVWEREAS, addidonal payments may be made by GEBPS under the Expense 
Disbursement Letter to the Trust, including in respect of certain administrative costs of Debtors 
through the Effective Date and pursuant to Section 4 of the Expense Disbursement Letter, which 
payments will be distributed by the Trust to the holders of Class 2A Claims; 

WHEREAS, under the terms of the Holdback-Escrow Agreement, funds may be paid to 
the Trustee, and thereafter distributed to the holders of Class 2A Claims, 

WHEREAS, the corpus of the Trust, and all income earned on that corpus or othemise, 
is to be distributed to holders of certain Claims and to discharge the legal obligations of Debtors 
under the Plan; and 

WHEREAS, under the Plan and the Confirmation Order, effective as of the Effective 
Date, the Debtors will be deemed to have assigned, granted, transferred and delivered to the 
Trustees, on behalf of and for the benefit of the Creditors, control of, and all of the rig& title 
and interests in and to, the Trust Assets; 

NOW, TEEREFORE, in consideration of the premises and agreements contained in this 
Agreement, the parties agree' as follows: 

... :, DECLARATION OF TRUST 
.?, I" 

. I  .. 
In order to declare the terms and conditions of this Trust, and in consideration of the 

5 confinnation of the Plan under the Code, Debtors h d  the Trustee have executed this Agreement 
and, effective on the Effective Date of the Plan, all right, title and interest of Debtors in and to 

- the Avoidance Claims, Unsecured Distribution Reseme, New Senior Investment Cash 
Consideration, Distributable Cash and Assigned Rights is to be irrevocably transferred to the 
Trustee, its successors and assigns forever; 

. <  . . I: . .A ,L 

. , ,u4 i 
.~ 

. , P I ,  .I 
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IN TRUST NEVERTHELESS, under and subject to the terms of this Agreement and 
the Plan, for the benefit of the respective Creditors, the Designated Professionals, and their 
successors and assigns; 

PROVIDED, however, that on tdnat ion  of this Trust in accordance with 
Article VII, this Agreement will cease, terminate and be of no further force and effect. 

ARTICLE I 

DEFINED TERMS, RULES OF INTERPRETATION 
AND COMPUTATION OF TlMlE 

1,l Defined Terms. As used in tbis Agreement, capitalized terms have the meanings 
j set forth below. Any tenn that is used in this Agreement but 'not defined below will have the 

meaning set forth in Exhibit I of the Plaa, which is attached as Exhibit 1. Any tenn not 
otherwise defined in this Agreement or in the Plan, but that is defined in the Code or in the 
Rules, will have the meanhg given io it in the Code or the Rules, as applicable. 
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1.2 "ComDensation Report" means the written report furnished by the Trustee to the 
Administrative Agent, the Creditors' Committee, and any other party requesting it, in accordance 
with Section 3.1(b) ofthis Agreement. 

1.3 "Disposition" means any sde, conveyance, transfer, assignment, liquidation, 
abandonment of Trust Assets by the Trustee. 

1.4 
and Rules. 

"Notice and Hearingw means the notice and hearing provided for by the Code 

, , .  . 
1.5 Rules of Interpretation. For purposes of this Agreement: (a) whenever kom the 

context it is appropriate, each term, whether stated in the singular or the plural, will include both 
the singular and the plural; @) any r e faace  in this Agreement to a contract, inStnrment, release, 
or other agreement or document being in a particular fonn or on particular terms means that the 
document will be substantially in that fonn or substantially on those terms; (c) any reference to 
an existing document or exhibit filed or to be filed means the document or exhibit, as it may 
have been or may be amended or supplemented pursuant to this Agreement; (d) any reference to 
the holder of a Claim includes all successors, assigns, and affiliates; (e) all references to 
Sections, Articles, and Exhibits are references to Sections, Articles, and Exhibits of or to this 
Agreement; (f) the words "herein," "hereunder," and '%ereto" refer to the Agreement in its 
entirety rather than to a particular portion of it; (g) captions and headings to Articles and sections 
are inserted for convenience of reference only and are not intended to be a part of or to affect the 
interpretation of the Agreement; (h) subject to the provisions of any contract, articles of 
incorporation, code of regulatioa, similar constituent documents, instrument, release, or other 
agreement or document entered into in connection with the Agreement, the rights and obligations 
arising under this Agreement will be governed by, and construed and enforced in accordance 
with, federal law, including the Code and the Rules; and (i) the rules of construction in 
Section 102 ofthe Code will apply. 

I . ,  I 

' 

1.6 Computation of Time. In computing any period of time prescribed or allowed 
by the Agreement, the provisions of Rule 9006(a) will apply. 

ARTICLE U 

ACCEPTANCE OF TRUST 

2.1 AcceDtance. The Trustees hereby accepts the fiduciary duty imposed by this 
Agreement, and will observe and perform as a fiduciary of the Trust subject to the terms of this 
Agreement. 

2.2 Purpose. This Trust is organized for the sole purposes of holding, investing, 
selling, administering, liquidating and distributing the Trust Assets and prosecuting the Assigned 
Rights and Avoidance Claims that Debtors have, with no objective to engage in the conduct of a 
trade or business. The Trustee will be empowered to and will make all distributions b m  New 
Senior Investment Cash Consideration, Distributable Cash and the Unsecured Distribution 
Resexve required to be made under the Plan. The Trustee will be authorized and empowered to 
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(a) prosecute-; settle or release dl Assigned Rights and Avoidance C l W ,  in accordance with the 
best interest of and for the benefit of the respective Creditors entitled to receive distributions 
under the Plan; (b) liquidate the Trust Assets; (c) prosecute objections to Class 4 Clahs; 
(d) dispose of any non-liquid Assets in an orderly and expeditious ma", (e) resolve Class 4 
Disputed Claims; (f) make distributions to the holders of Allowed Fee Claims, and holders of 
Allowed Claims in Classes 2A and 4 (as their respective interests may appear in accordance 
with the Plan) and to the Designated Professionals in as prompt, efficient and orderly fashion as 
possible; (g) p d o m  administrative services related to the impIernen~on of the Plan; 
(h) employ professionals, hcludhg counsel and accountants, to assist in fulfilling its obligations 
under the Plan; and (i) otherwise act in accordance with this Agreement, the Plan, and orders of 
the Court. 

2.3 Tax Issues. The Trustee will report the Trust for federal income tax purposes as 
a "liquidating trust" as defined in Treasury Regulations Section 30177014(d) and Rev. hoc. 94- 
45,1994-28 LRB. 124, and as a "grantor trust," with Persons entitled to receive distributions 

, under the Plan hated as the grantors and the deemed owners of the Trust, subject to the 
provisions of subpart E of Subchapter J of Chapter 1 (sections 671 through 679) of the Internal 
Revenue Code of 1986, as amended, unless otherwise required. The transfer of the Assets to the 
Trust will be treated, for federal tax purposes, as a deemed transfer to the Persons entitled to 
receive distributions under the Plan, followed by 5t deemed transfer by those Persons to the Trust. 
The Trustees will prepare and provide to or file with the appropriate parties such notices, tax 
returns and other filings as may be required by the above or other provisions of the Internal 
Revenue Code of 1986, as amended, and any regulations or rulings promulgated thereunder, and 
as may be required by applicable federal and state law. 

c T "  

+* , 
i- * 

4.4" - 
.-t. -. 
-w.. **". - - . 

ARTICLE III 

GENERAL OBLXGATIONS OF THE TRUSTEE 
-. ..I_ * . .- . .-..-..-. I . - -  . - .  *-..- --. -_ _.._____ 

-- . .  .. I. . - .  3.1 Reports, - 

(a) Ouarteriv and SemiaAnnuaI Reports. The Trustee will submit to the 
Court, the Creditors' Committee and the Administrative Agent within 30 days after the end of 
each calendar quarter for the first year after the Effective Date, and semi-annually thereafter 
(within 30 days after the end of each semi-annual period), a written report setting forfh the 
acthities and hamid condition of the Trust, inclueling: (1) all transactions consummated 
during the reort period and their amounts (including all amounts collected, dispositions, 
settlements of Disputed Claims, distributions to Persons entitled to receive distributions under 
this Agreement, fees paid to the Trustee, employees, consultants to and professionals for the 
Trust, and other expenditures); and (2) the status of all Assigned Rights, Avoidance Claims, 
Unsecured Distribution Reserve and cash available to pay fees and expenses of its employees, 
consultants and the Trustee (including fees and expenses of its professionals) and to pay Mowed 
Fee Claims and other amounts payable by the Trustee as of the end of the report period, except 
to the extent that the Trustee believes that a general disclosure might negatively affect any 
litigation or its settlement. 

1 

, 

t 
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_ _  
@) - MoGhlv Reports. On amonthly basis, by no lder than the 25th of every 

month, the Trustee will submit to the Administrative Agent and the Creditors' Co"itteee a 
Compensation Report setting forth, for the Trustee and Designated Professionals: (1) a detailed 
summary of its respective activities with respect to the Trust; and (2) the compeqsation, fm and 
expenses sought to be paid &om the Trust Assets for those - -  activities pursuant to Section 5.5. 

3.2 Investment Obligations. Distrr"butab1e Cash will be invested by the Trustee in 
' 

accordance with section 345 of the Code, or as specified by a Final Ordm of the Court. The 
Trustee will invest in such temporary, liquid investments as: (a) direct obligations of, or 
obligations guaranteed by, the United States of Americrr; (b) obligations of any agency or 
corporation which is or may be created by or pursuant to any act of the Congress of the United 
States as an agency or hstrumentality thereof; or (c) such other obligations or 3hstrUments as are 
approved by the Court; provided, however, that the Trustee may, to the extent it may deem 
necessary in its sole and absolute discretion to implement the provisions of this Trust, deposit 
moneys in demand or time deposits at any bank or trust company. Investments will mature in 
such s ~ n ~ u n f s  and at such times as the Trustee may deem necessary, with sole and absolute 
discretion to provide funds when needed to make payments from the Trust Assets. Any 
investment purchased with Trust Assets will be deemed a part of the Trust Assets. All interest 
and distributions received by the Trustee in respect of investments constituting part of the Trust 
Assets will be a part of the Trust Assets. If at any time it becomes necessary to redeem or sell 
some or all of the investments constituting Trust Assets in order to comply with this Agreement, 
the Plan or the Distributable Cash, the Trustee will effect the redemption or sale in such manner 
and at such time as the Trustee, in its discretion, deems reasonable. . 

3.3 Acceptance of the Trust Assets. On the Effective Date or as soon thereafter as 
is practicable, Debtors will transfer and assign'or cause to be transferred and assigned to the 
Trustee all of the Trust Assets. The Trustee will accept all the Trust Assets and assume Debtors' 
obligations to make distributions of the Trust Assets in accordance with the Plan. 

3.4 Distributions. The-Tmstee will make all distributions of Distributable Cash, 
New Senior Investment Cash Consideration, and the Unsecured Distribution Reserve and 
proceeds of Assigned Izights and Avoidance Claims required to be made under the Plan. Before 
the Trust is terminated, all Trust Assets will be reduced to cash. The Plan Will govern dl 
distributioni to Creditors. 

3.5 Plan Imdementation Services. The Trustee is authorized to take any actions it 
deems necessary to perform the obligations of the Trust. The Trustee may retah the s d c e s  of 
professionals necessary to assist and advise it in performing its duties. 

ARTICLE Iv 

PO'WERS AND WGHTS OF THETRUS'JXE 

4.1 Title. The Trustee win hold legal title to all the Trust Assets, except that the 
Trustee will have the power to cause legal title or evidence of legal title to any Trust Assets to be 
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held by any nomheeor other person on such terms, in such manner andkhh such power as the 
Trustee may determine. 

4.2 
Claims as follows: 

(a) 
Disputed Claims when the amount of the Allowed Claim resulting h m  the settlement is less 
than $50,000, but thereafter will report the settlement under Section 3.1(a). 

Settlement of Disputed Claims. The Trustee may effect settlement of Disputed 

The Trustee is authorized to settle without notice and a hearing any 

- -  

(b) In all other instances, the Trustee is authorized to settle any Disputed 
Claim only after notice and a hearing. 

4.3 Prosecution and Settlement of RiPbts of Action. 

(a) Subject to Sections 4.3(b) and (c), the Trustee will be empowered to and 
will at its discretion prosecute or settle all Assigned Rights and Avoidance C l h .  

(b) The Trustee is authorized to settle any Assigned Rights and Avoidance 
Claims without notice and a hearing, if the amount originally sought by the Trustee on account 
of the Assigned Rights or Avoidance Claims is less than $50,000, but thereafter will report the 
settlement under Section 3.1 (a). 

(c) In all other instances, the Trustee is authorized to settle all Assigned 

Additional Powers. Except as otherwise provided in this Agreement, h the Plan 

i 

:%id, :c 

, .., - . ”_ ‘. 
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. Rights or Avoidance Claims only after notice and a hearing. 

~ and subject to the jurisdiction of the Court, the Trustee will have, without prior or fbrther 

. > . 7  

- - *  * 4.4 
’ , ;>.- i., 

authorization, control and authority over the Trust Assets, their acquisition, management and 
Disposition. No person dealing with the Trust will be obligated to inquire as to the authority of 
the Trustee in connection with the acquisition, management or Disposition of the Trust Assets. 
In connection with the management and use of the Trust Assets, the powers of the Trustee, 
except as otherwise expressly limited in this Agreement and in the Plan, will include but not be 
limited to, the following: (a) to accept the Trust Assets transferred h m  Debtors; (b) to 
distribute the Trust Assets in accordance with the Plan and this Agreement; (c) to prosecute all 
Assigned Rights and Avoidance Claims; (d) to prosecute and defend all actions affecting the 
Trust and to compromise or settle any suits, Claims or demands, or waive or release any rights 
relating to the Trust, subject to the same limitations for settling Disputed Claims, Assigned 
Rights and Avoidance Claims provided in Sections 4.2 and 4.3; (e) to endorse the payment of 
notes or other obligations of any person or to make contracts with respect thereto; (f) to purchase 
insurance with such coverage and limits as it reasonably deems necessary, including Without 
limitation, insurance covering liabilities of the Trustee incurred in connection with its senrfce as 
Liquidation Trustee; (g) to appoint, emgage or employ such prbfessionals as the Liquidation 
Trustee deem necessary or desirable in its discretion (which may include Persons employed by 
the Debtors if, in the determination of the Trustee, those Persons will assist the Trustee in 
discharging its obligations in an efficient manner); @) to deposit any monies or securities with 
any one or more banks, trust companies or other banking institutions upon such tenns as the 
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Trustee det&es subjectto the provisions.of Section 3.2; and (i) to &gage in all acts 
necessary and reasonable in performing the obligations of administrative trustees under a trust of 
the type provided for in this Agreement and the Plan. 

4.5 Prohibition on Borrowing. Notwithstanding anything to the contrar~ in this 
- -  Agreement, the Trustee will not borrow any h d s .  

4.6 Unsecured Distribution Reserve. The Trustee will distribute the Unsecured 
Distribution Reserve to the holders of Class 4 Claims as set forth in the Plan. 

* : -  

, '  
. 7  ARTICLE V 

TRE LIQUIDATION TRUSTEE 

5.1 Resimation. The Trustee may resign as trustee by giving  en notice of 
resignation to the Administrative Agent and the Creditors' Committee, provided that the Trustee 
will continue to serve as a Trustee after its resignation until the time when appointment of a 
successor Trustee becomes effective in accordance with Section 5.3. 1 . .  

5.2 Removal. Upon notice and a hearing, the Court may at any time remove the 
Trustee, for cause shown, provided that the Trustee will continue to save as Trustee until the 
time when appointment of a successor Trustee becomes effective in accordance with Section 5.3. 

5.3 Appointment of Successor Trustee. 'In the event of the death (in the case of a 
Trustee that is a natural person), resignation, dissolution (in the case of a Trustee that is not a 
natural person), incompetency or removal of a Trustee, the Administrative Agent and the 
Creditors' Committee will appoint a successor Trustee. The appointment may specify the date 
on which it will be effective. Every successor Trustee will execute, acknowledge and file with 
the Court an instrument accepting the appointment. Thereupon the successor Trustee, without 
further act, deed or conveyance, will become bound by this Agreement and vested with d1 rights, 
powers, trusts and duties of the retiring Trustee. 

5 4  Trust Continuance. The death, resignation, incompetency or removal of the 
Trustee will not texminate the Trust created by this Agreement, revoke any existing agency 
created by this Agreement or invalidate any action previously taken by the retiring Trustee. 3n 
the event of the resignation or removal of the Trustee, the retiring Trustee Will promptly execute 
and deliver such documents, instruments and other writings as may be requested by the 
successor Trustee to (a) effect the change in the retiring Trustee's capacity under this Agreement 
and @) the conveyance of Assets hen held by the retiring Trustee to its successor. The retiring 
Trustee will otherwise cooperate in effecting the assumption by its successor Trustee of its 
obligations and bctions. 

5 5  Compensation of Trustee and Professionals. 

(a) The Trustee ~ $ 1  be entitled, on the terms of the budget set forth on 
Exhibit 2, to compensation and reimbursement of necessary fees and expenses reasonably 
incurred in performing its duties as Trustee. Any successor Trustee will receive such reasonable 



I 

compensation for its services as may be approved by the Administrathe Agent and the Creditors' 
Committee and will also be entitled to reimbursement for necessary fees and expenses 
reasonably incurred in performkg its duties as Trustee. Professionals retained by the Trustee 
will also be entitled to compensation and reimbursement for necessary fees and expenses in 
accordance with the tenns of their respective retainer agreements, which terms will be subject to 
approval by the Trustee, unless previously approved by the Court in the Chapter 11 Cases. 

@) No profsssional win be required to file a fee application in connection 
with services rendered after the Confirmation Date. However, all professionals but will submit 
invoices to the Trustee detailing the services rendered and the compensation and fees and 
expenses sought. The Trustee will include any such invoices in the next Compensation Report to 
be submitted pursuant to Section 3.l(b). Except to the extent a h t t e n  objection to a 
Compensation Report is received by the Trustee within 15 days of service of the Compensation 
Report, the Trustee will pay to itself, its professionals and any other professionals all 
compensation and fees and expenses in the amounts set forth in the Compensation Report. 
Pending resolution of any objections, the Trustee will pay all undisputed amounts set forth in the 
Compensation Report. The Trustee will use reasonable efforts to resolve my objections to a 
Compensation Report within 15 days after receipt. Hno consensual resolution is reached within 
that time, the objection will be resolved by a hearing before the Court, and the Trustee wi11 pay 
the amount, if any, ordered by the Court after hearing. 

5.6 Standard of Care: Exculpation. The Trustee will perform the duties and 
obligations imposed on it by this Agreement with reasonable diligence and care under the 
circumstances. The Trustee will not be personally liable to the Trust or to Persons entitled to 
receive distributions of Assets under the Plan except for'such of its own acts as constitute hud, 
bad faith, wiIlfid misconduct, gross negligence or willl l  disregard of its duties. Except as 
aforesaid, the Trustee Will be entitled to be exonerated and i n d d f i e d  fbm h e  to time fiom 
the Trust Assets against all losses, claims, costs, expenses (including the costs o f  defense), and 
liabilities arising out of or in connection with the Trust Assets or the &%rs of the Txust. The 
provisions of this Section 5.6 will also extend to the employees, comkants and agents of the 
Trustee, as the case may be, except with respect to professionals. The Court may requke the 
Trustee to post a fidelity bond of the type typically required of a Chapter 7 bankruptcy trustee 
and in an amount to be approved by the Court, provided that the cost of such bond will be 
reimbursed to the Trustee as a necessary expense item under Section 5.5(a) above. 
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5.7 4 Reliance bv Trustee. The Trustee may conclusively rely, and w i U  be fully 
protected in acting on any resolution, statement, cdficate, instrUment, opinion, report, notice, 
request, consent, order or other i."ent or document which it has no reason to believe to be 
other than genuine and to have been signed or presented by the proper party or parties or, in the 
case of cables, telecopies and telexes, to have been sent by the proper party or parties, in each 
case without obligation to satisfy itself that the same was given in good faith and without 
responsibility for errors in delivery, transmission or receipt. In the absence of its hud,  bad 
faith, willful. misconduct, gross negligence, or wiI1fiil disregard of its duties, the Trustee may 
conclusively rely as to the truth o f  statements and correctness of the facts and opinicms expressed 
therein and will be Mly protected pemonally in acting thereon. The Trustee may consult with 
legal counsel and will be fully protected in respect of any action taken or suffered in accordance 
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with the opinion of legal counsel. The Trustee will have the right at any time to smk instructions 
fkom the Court concerning the acquisition, management or Disposition of the Trust Assets. 

ARTICLEVI 

RETENTION OF JURISDICTION 

6.1 Retention of Jurisdiction. The Court will have jurisdiction over the Trust, the 
Trustee and the Trust Assets, as M e r  provided for in the Plan, including the determination of , i: >-, - '. 
all controversies and disputes &sing under and in connection with . ,  the Trust or this Agreement. 

7.1 Termination. The Trust will terminate on Mfillment of its purpose or within 
thee years after the effective date of this Agreement (as set forfh in Section 8.2), whichever first 
occurs. Notwithstanding the foregoing, if the Trustee has been unable, after reasonable effort, to 
conclude the liquidation of the Trust Assets within the initial three year periods of this 
Agreement, the Trustee will have the fight to extend the term of the Trust for successive one- 
year terms until the Trustee has filed a final report with the Court indicating filfillment of the 
purpose of the Trust and the Court has approved that final report. 

. 

MISCELLANEOUS 

8.1 Notices. 

(a) A11 notices, requests or other communications, required or permitted to be 
made under this Agreement? including any change of address of any Person for the purpose of 
receiving distributions, will be in Writing and will be delivered (1) personally, (2) by teIecopy 
(confirmed by h t  class mail or express mail), or (3) mailed by first class mail. 

(b) Notices will be deemed to have be- given when received or, if mailed by 
first class mail, seven days after the date of mailing, postage prepaid, or, if express mailed, the 
next business day after the date of mailing. However, a proper notice of change of address will 
be effective for a distribution if received at least 30 days in advance of the distribution date. 

(i) if to the Liquidation Trustee, at: 

cmssroads, LLC 
9 Executive Circle, Suite 190 
l[Nine,CA 92614 
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(ii) - craigstuppi 
Sheppard, Mullin, Richter & Hampton LLP 
4 Embarcadem Center, 17* Floor 
San Francisco, CA 941 I1 

(iii) If to any other Persons entitled to notice, at the respective 
addresses that such Persons entitled to notice have provided to the 
Liquidatiqn Trustee. 

(c) Any Person may change the address at which it is to receive notices under 
this Agreement by Wshing written notice to the Trustee pursuant to this Section 8.1. 

8.2 Effectiveness. This Agreement will become effective on the Confinnation Date: 

8.3 Counterparts. This Agreement may be executed in two or more counterparts, all 
of which will be taken together to constitute one and the same instrument. 

8.4 Govemiw Law. Except to the extent that the Code is applicable, the rights and 
obligations under this Agreement will be governed by, construed under and interpreted in 
accordance with, the laws of the State of California without reference to its conflicts of law rules. 

8.5 Readings, Sections, subheadings and other headings used in this Agreement are 
for convenience only and will not affect the construction or interpretation of this Agreement or 
any of its provisions. 

8.6 Severabilitv. Any provision of this Agreement that is prohibited or 
unenforceable in any jurisdiction will not invalidate its remaining provisions, and any such 
prohibition or unenforceability in any jurisdiction will not invalidate or render unenforceable the 
provision in any other jurisdiction. 

8.7 Amendments. The Trustee, with the approval of the Court, may amend this 
Agreement fiom h e  to time. 

IN WITNESS WHEREOF, the parties have executed this Agreement or caused this 
Agreement to be duly executed by their duly authorized representatives as of the day and year 
first above written. 

By CROSSROADS, LLC 
As Liquidation Trustee 

By: ADVANCED TELECOM GROUP, INC. 
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By: ADVANCED TEUCOM, JNC. 

By: SHARED COMMUNJ[CATIONS 
smwms, INC. 
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