
InRe

ATLAS EQUITY NC,

Debtors.

pS2UTO c:L

04 SEP tO H 8 13

ORIGiNAL Oqcocc- Pj

FILED

, uS A.uarcr ooq
CIA `ALL OSIfliCI or CALIFflAIu

b..t7 C'.t

UNITED STATES BANKRUPTCY COURT

CENTRAL DISTRICT OF CALIFORNIA

Case No. 98-27044-RA

Chapter 11

ENTERED

ri rU

o:C

r -.

C!

::zCr

0

Date: September01, 2004 CTR
Time: 01:30 pm
Place: Courtroom 6C

ORDER APPROVING DISCLOSURE STATEMENT, FIXING TIME FOR OBJECTING
TO CONFIRMATION, FIXING TIME FOR FILING ACCEPTANCES AND
REJECTIONS OF PROPOSED PLAN OF REORGANIZATION, APPROVING MMS

____

BALLOTS FOR ACCEPTING OR REJECTING PLAN AND FIXING DATE OF
HEARING ON CONFIRMATION OF PLAN, COMBWEI WITH NOTICE THEREOF RCA

___

SGR

It having been determined on September 01, 2004 at a hearing upon notice that the SEC /
proposed disclosure statement the "Statement" of a proponent the "Proponent" of a plan of 0TH çcai

reorganization the "Plan" more particularly described and identified below contains "adequate

information" as contemplated by Section 1125 of the Bankruptcy Code to enable hypothetical

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

case the "Case", to make informed judgments about the Plan,
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1 rr IS HEREBY ORDERED, ADJUDGED AND DECREED that:

2 1. The Statement filed by the Proponents, Vincent Galewick and Atlas Equity, Inc. collectively,

3 the "Proponent" on 8/10/04, as further modified in open Court on 9/1/04, is approved as

4 containing adequate information;

s 2. All ballots accepting or rejecting the Plan must be submitted to A. Kenneth Hennesay, Jr.,

6 Esq. of Allen Matkins Leck Gamble & Mallory LLP, 1900 Main St., 5th Floor, Irvine, CA

7 92614-7321 the "Tabulator" so as to be received not later than 10/5/04 at 5:00 p.m., local time,

8 and ballots received after such time shall not be counted;

9 3. The Proponent shall not later than 9/7/04 transmit by first class mail true copies of the Plan,

10 the Statement, this Order and Notice, and a ballot conforming to Official Form 14, to the U.S.

1]. Trustee for the Central District of California, all creditors and all equity security holders in this

12 case, and file a proof of service thereofwith the Clerk of this Court not later than five Court days

13 thereafter;

14 4. Any objections to the confirmation of the Plan must be served and filed so as to be received

15 by the intended recipients not later than 10/5/04 at 5:00 p.m., local time, and any party failing to

16 so serve and file such objections shall be barred from raising such objections at the confirmation

17 hearing;

18 5. An evidentiary hearing on confirmation of the Plan shall be held on 10/22/04 at 3:00 p.m. in

19 Courtroom &C, Ronald Reagan Federal Building and U.S. Courthouse, 411 West Fourth St.,

20 Santa Ma, California;

21 6. The Tabulator shall tabulate all timely acceptances and rejections of the Plan and report the

22 results of such tabulation in a writing filed with the Clerk of this Court not later than five Court

23 days prior to the hearing on confirmation of the Plan;

24 7. File-stamped courtesy copies of the aforementioned proofof service, objections and

25 tabulation shall be delivered to the chambers of the undersigned immediately after the filing of

26 the originals thereof; and

27 NOTICE IS HEREBY GIVEN that:

28



1 A. The Plan can be confirmed by this Court if the Plan is accepted by the holders of two-

2 thirds in amount and more than one-half in number of claims in each impaired class of claims

3 voting on the Plan, and if it is accepted by the holders of two-thirds in amount of interests in each

4 impaired class of equity security holders voting on the Plan;

s B. In the event the requisite acceptances are not obtained, this Court may nevertheless

6 confirm the Plan pursuant to Section 1129b of the Bankruptcy Code if the Court finds that the

7 Plan does not discriminate unfairly and accords fair and equitable treatment to the class or classes

8 rejecting it;

9 C. Holders of claims or interests which are "impaired" as defined in Section 1124 of the

10 Bankruptcy Code under the Plan are entitled to vote 1 if their claims or interests have been

11 scheduled by the Debtor in the Debtor's Schedules on file in the office of the Clerk of this Court

12 and have not been scheduled as disputed, contingent or unliquidated or 2 ifthey have timely

13 filed a proof of claim or interest to which no objection has been filed; and

14 D. With respect to any proofs of claim or interest to which an objection is filed, upon

15 timely motion of a party in interest this Court may nevertheless temporarily allow a holder

16 thereof to vote pursuant to Bankruptcy Rule 3018a.

17 Dated: September 1, 2004

20 ROBERT W.ALBERTS
Bankruptcy Judge

21

22

23

24

25
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27
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NOTE TO USERS OF THIS FORM:

Physically attach this form as the last page of the proposed Order or Judgment
Do not file this form as a separate document

linre

ATlaS EQUITY, INC.

.

Debtor4

CHAPTER 11

CASENUMBER:SA9S-27044-RA

NOTICE OF ENTRY OF JUDGMENT OR ORDER

AND CERTIFICATE OF MAILING

TO ALL PARTIES IN INTEREST ON THE ATTACHED SERVICE LIST:

1. You are hereby notified, pursuant to Loóal Bankruptcy Rule 9021-1a1E, that a judgment or order entitled
specie':

ORDER 1 APPROVING JOINT DISCLOSURE STATEMENT OF DEBTOR AND INTEREST HOLDER

VINCENT E. GALEWICK DESCRIBING FIRST AMENDED CHAPTER 11 PLAN 2 SCHEDULING

VOTING DEADLINE AND HEARING ON PLAN; AND 3 APPROVING FORM OF BALLOT AND NOTICE

OF HEARING

was entered on specify date:

SEP 2 2004
2. I hereby certify that I mailed a copy of this notice and a true copy of the order or judgment to the persons and

entities on the attached service list on specify date:
SEP 2 a104

Dated: SEP 2 zu04 JON D. CERETFO

Clerk of the Bankruptcy Court

By: 4o4
Deputy Clerk

vol This form is optional. It has been approved for use by the United States Bankruptcy Cou,t for the Cenval District Of California. F 9021 -1 .1
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Allen Matkins Leck 
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attwwysa’lerv 

In re Atlas E q u i t y ,  Inc. 
USBC Case No. SA98-27044M 

NOTICE OF ENTRY OF ORDER SERVICE LIST 

D e b t o r  
Atlas Equity, I n c .  
Attention: Mr. Vincen t  G a l e w i c k  
c / o  PDI, Inc. 
625 The City Drive South ,  S t e .  150 
Orange,  CA 9 2 8 6 8  

Counsel for D e b t o r  
Madison S. Spach, Jr.? Esq. 
Spach, Capaldi & Waggaman,- LZP 
4675 MacArthur Cour t ,  S u i t e  550 
Newport Beach, CA 92660 

U.S. Trustee 
Michael Hauser, Esq. 
O f f i c e  of t h e  United S t a t e s  T r u s t e e  
411 West 4th Street ,  #9041  
Santa Ana, CA 92701-8000 

Counsel for Interest Holder Vincent E. 
G a l e w i c k  
Vincent M. Coscino, E s q .  
Allen Matkins Leck Gamble & Mallory LLP 
1 9 0 0  Main Street ,  5th F loo r  
I r v i n e ,  CA 92614 
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lADISON S. SPACH, JR. (BAR NO. 94405) 
SPACH, CAPALDI & WAGGAMAN, LLP 
3675 MacArthur Court, Suite 550 
Jewport €leach, CA 92660 
Celephone: (949) 852- 0710 
'acsimile: ( 9 4 9 )  852-0714 

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

JINCENT M. COSCINO ( B A R  NO. 122086) 
5 .  KENNETH HENNESAY, JR. (BAR NO. 187531) 
ILLEN MATKINS LECK GAMBLE br MALLORY LLP 
1900 Main Street, 5th Floor 
Irvine, CA 92614-7321 
relephone: (949) 553-1313 
'acsirnile: (949) 553-8354 

lttorneys f o r  Interest Holder 
Jincent E. Galewick 

UNITED STATES BANKRUPTCY COURT 

CENTRAL DISTRICT OF CALIFORNIA 

SANTA ANA DIVISION 

I n  re 

9TLAS EQUITY, INC. , dba 
?E RFORMANC E T ELECOM , d ba 
FERFORMANCE COMMUNICATIONS 
SERVICES, dba ALLEN RICHARDS & 
3SSOCIATES, a California 
zorporation , 

Debtor. 

r a x  I.D. N o .  33-0296182 

105321  .Ol/OC 

Case No. SA98-27044-WI 

Chapter 1 1  

NOTICE OF: (1) COURT APPROVAL OF 
DISCLOSURE STATEMENT OF DEBTOR AND 
INTEREST HOLDER VINCENT GALEWICK 
DESCRIBING SECOND AMENDED JOINT 
CHAPTER 11 PLAN, AS MODIFIED 
SEPTEMBER 1, 2004; (2) VOTING AND 
OBJECTION DEADLINE: AND ( 3 )  HEARING 
ON PLAN CONFIRMATION 

Plan Confirmation Hearing: 
Date : October 22 ,  2004 
Time : 3:OO p.m. 
Ctrm: 6C 

411 West Fourth Street 
Santa Ana, CA 

Judge: Hon. Robert W. Alberts 
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TO THE UNITED STATES TRUSTEE, ALL CREDITORS AND EQUITY 

SECURITY HOLDERS, AND ALL OTHER PARTIES IN INTEREST SPECIFIED IN 

FEDERAL RULE OF BANKRUPTCY PROCEDURE 2002:  

Pursuant to its Order Approving Disclosure Statement, Fixing 

Time € o r  Objecting to Confirmation, Fixing Time for Filing 

Acceptances and Rejections of Proposed Plan of Reorganization, 

Approving Ballots fox Accepting or Rejecting Plan and Fixing D a t e  

of Hearing o n  Confirmation of Plan, Combined with Notice Thereof 

( t h e  "Order") , the Court  ha5 approved the Joint Disclosure 

Statement Of Debtor And Interest Holder Vincent Galewick 

Describing Second Amended Chapter 11 P l a n ,  as Modified on 

September 1, 2004 (the "Disclosure Statement") and, among other 

things, authorized Atlas Equity, Inc., the above-referenced 

debtor and debtor in possession ("Atlas") and interest holder 

Vincent E. Galewick ("Galewick") to disseminate the Disclosure 

Statement to creditors, interest holders, and other parties in 

interest. Pursuant to the Order, 

NOTICE IS HEREBY GIVEN that on O c t o b e r  22, 2004, at 3:OO 

p-m., or as soon thereafter as the matter may be heard (the 

"Confirmation Hearing"), in Courtroom 6C of t h e  above-entitled 

Court, located at 411 West F o u r t h  Street, Santa Ana, C a l i f o r n i a ,  

Atlas and Galewick will move t h e  Court for entry of an 

order confirming their Second Amended Joint Chapter 11 Plan, as 

Modified on September 1, 2004 (the " P l a n " )  pursuant to 11 U.S.C. 

§ 1129. The request €or confirmation will be based on a ballot 

summary, accompanying documents, and such other evidence and 

-2 -  
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I. INTRODUCTION

Atlas Equity, Inc., dba Performance TeleCom, dba Performance

Cornunicarions Services, dba Allen Richards & Associates Atlas"

or the "Debtor" is the Debtor in a Chapter 11 bankruptcy case.

on December 22, 1998, At las commenced a bankruptcy case by filing

its voluntary Chapter 11 petition under the United States

Bankruptcy Code `Code", 11 U.S.C. 5 101 et seq. the

`Bankruptcy Code"

chapter 11 allows the debtor and, under some circumstances,

creditcr5 and others parties in interest to propose a plan of

reorganization "Plan" . The Plan may provide for the debtor to

reorganize by continuing to operate, to liquidate by selling

assetS of the estate, or a combination of both. Atlas and its

sole interest holder Vincent E, Galewick "Ualewick" are the

parties jointly proposing the "Proponents" the Plan sent to you

in the same enelope as this document. THE DOCUMENT You ARE

READING IS THE DISCLOSURE STATEMENT FOR THE ENCLOSED PLAN,

The Plan is both a liquidating plan and an operating plan.

In other words, the Proponents seek to U aoCosplish payments

under the Plan by making distributions from cash on hand in the

estate as a result of the previous liquidation of Atlas' assets

and ii reorganize its business affairs as set forth below in

order to recover some value for its Interest Holder based on the

availability of substantial "net operating loss" "HOL"

carrynver deductions.

As set forth below, Atlas' bankruptcy case wes converted to a
case under chapter 7 and laterre-converted to a case under
chapter 11.
Capitalized terms not defined herein shall have the meaning set
forth in the Plan.

Be sure to read the Plan as well as the Disclosure

Statement. If there are any inconsistencies between the Plan and

the Disclosure Statement, the Plan provisions will govern.

The code requiras a Disclosure Statement to contain

"adequate information" concerning the Plan. Pursuant to Rule

3017 of the Federal Rules of eankruptcy Procedure, the Bankruptcy

Court "Court" has approved this document as an adequate

Disclosure Statement, containing enough information to enable

parties affected by the Plan to make an informed judgment about

the Plan, Notwithstanding the foregoing, the Court has not

determined the accuracy of the eratesents and contentions set

forth in this Disclosure Statement, but may do so in connectiun

with the hearing on Plan confirmation. The Court's approval of

this Disclosure Statement impredicated upon the accuracy of the

statesants and comtentions set forth in this Disciosura

Statement, as may be determined at the hearing on Plan

-

confirmation. Any part ycan now solicit votes for or against the

B. D.adliei.. for voting and Objeoting; Oat. mf Plan

Confirmation Haarirag

THE COURT HAS HOT YET cONFIRMED THE PLAN DESCRIBED IN THIS

DISCLOSURE STATEMENT. IN OTHER WORDS, THE TEStIS OF THE PLAN ARE

NOT YET BINDING OH ANYONE. HOWEVER, IF THE COURT LATER cONFIRMS

THE PLAN, THEN THE PLAN WILL BE BIHDrNG ON THE DEBTOR ANO OH ALL

CREDITORS AND INTEREST HOLDERS IN THIS CASE.

1. Time and Place of the Confirmation Hearing

The he aring where the Court will determine whether or not to

confire the Piam will take place on Octob.z 22, 2004,

The Effective Data of the propoaed Plan shall be the data of

entry of an order confirming the Plan or, if any objection is

filed wit h respect to confirmation of the Plan, the Effective

Date shall be the second business day after the tenth day after

the order confirming the Plan is entered by the Court the

`Effective Data"

A, Pisrpma. of This Document

This Disclosure Statement summarizes what is in the Plan,

and Cells you certain information relating to the Plan and the

process the Court foil ows in determining whether Or not to

11 confirm the Plan.

12 5flD THIS DISCLOSURE STATEMENT CAREFULLY IF YOU WANT TO IWDW

13

1 WHO CAll VOTE OR OBJECT,

2 WHAT THE TREATMENT OF YOUR CLAIM IS i.e., what veer

elaiss will mccciv. f the Slats is cootirm.d. AND HOW

THIS T5EATME5HT coeePAStMm tC WHAT TOUR CLAIM WOULD

BICEIVE IN LIQUIDATION,

3 THE HISTORY OF THE DEBTOR AND SIGNIFICANT EVENTS DURING

TEE BANKRUPTCY.

4 WHAT THINGS THE COURT WILL LOOK AT TO DECIDE WHETHER OR

NOT TO CONFI5H THE SLAM,

5 WHAT IS THE EFFECT OF CONFIRHATION, AND

6 WHETHER THE PLAN IS FEASIBLE.

This Disclosure Statement cannot tell you everything about

your rights. You should consider consulting your own lawyer to

obtain more specific advice On how the Plan will affect you and

what is the best course of action for you.

`at 3:00 p.m., in Courtroom 6C, United States Bankruptcy Court for

the Central District of California, Santa Ana Division, 411 West

Fourth Street, Santa Ma, California, 92701.

2. Deadline Nor Voting For or Aqainst the Plan

rf you are entitled to vote, it is in your best interest to

6 timely vote on the enciosed ballot and return the ballot in the

7 enclosed envelope to;

28

A. Kenneth Hennesey, Jr., Esq.

Allen Hatkins teck Gamble & Mallory tLP

1900 Main Street, Fifth Floor

Irvine, CA 92614-7321

Your ballot must be received by October 5, 20D4 at 5:00 p.m.

oritwillnot becounted.

3. Deadline For Obiectinu to the confirmation of the

Objections to the confirmation of the Plan must be filed

with the Court and served upon i Vincent H. Cosnino, Esq.

Alien Hatkins Leck oamble Mallory LLP, 1900 Main Street, Fifth

Floor, Irvine, california 92614-7321, ii Madison S. Spach, Jr.,

Esq. , Spach, Cepaldi Naggaman, LLP, 4675 MacArthur Court, Suite

550, Newport Beach, California 92660; and iii the Office of the

U.S. Trustee, Ronald Reagan Federal Building, 411 West Fourth

Street, Suite 9041, Santa Ana, California 92701-8000, by

October 5, 2004 at 5:00 p's.

4. Identity of Person to Contact for Wore Information

Reqsrdinq the Plan

Any interested party desiring further information about the

Plan may contact Vincent H. Coscino, Esq. , Alien Matkins Leck
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PCM, in turn, contracted with VCS for the provision of office

facilities, human resources and services in connection with PcM's

services to POr. VcS also provided Atlas with ap accounting and

customer service staff in connection with Atlas' operations.

C. Events Leading to Chapt.r 11 Tiling

Atlas and the above-described affiliates were defendants in

regulatory enforcement proceed ing commenced by the Department

of corporations for the State of california "coo', People V.

Vincent S. Galewick, et sl. * case number Bc 200771 pending in the

Superior court of the State of california for the county of Los

Angeles the `0°C Action" , In the DOC Action, the DCC sought an

injunction that, if put into effect, would have severely

disrupted the business of Atlas and its affiliates, causing

irreparable harm to Atlas, its affiliates and their respecrive

creditors and intereat holders. Atlas and Galewick believe that

the COO Action was without rserit,

p. Thc Bankn,ptoy cans of Atlas and Affiliate.

on December 22, 1998, /OS, `Nc, PD', PCM, and Atlas filed

voluntary petitions for relief under chapter 11, title 11, united

States code the "sankruptcy code", on December 23, 1996,

PAM I, PAN IT, PAN In, PAN IV, and PAN V each filed their own

voluntary chapter 11 petitions.

B. significant Event. During the Banknptoy

1. Trustee Appointment

On December 30, 1998, James J, Joseph was appointed as the

chapter 11 trustee the `Trustee" for the bankruptcy emtstaa of

each of the above-named debtors,

25

26

2. Joint Administration

Pursuant to this court's order entered on January 20, l99a,

the chapter 11 cases of VOS, rNc, POT, eON, Atlas, PAll r, PAN II,

PAN III, PAN TV, and PAN V were jointly administered,

3. Committee Formation in Jointly Adssinistered cases

In or about March 1999, an Official Committee of Equity

security Holders the "Equity committee" was formed with respect

to the chapter 11 cases of PAN I, PAN II, PAN III, PASO IV, and

PAN V.'

i. claims Bar Date

During the course of the chapter 11 csee initially commenced

by the Debtor, on July 16, 1999, the Court entered its order

setting September 17, 1995. as the last day to file proofs of

claims and proofs of interest the "sar Date" , on September 17,

1999, the court entered its order extending the Bar Date to

November 17, lsaa.

5. the DCC Settlement

On October 27, 1599, the court entered its Order Approving

Compromise Of claims Pasong Jamea J. Joseph, As chapter 11

Trustee, california Departn'ent of Corporations, Vincent E.

Galewick And Others the `Doc Sett lament' . By the coo

Settlement, the DoG's claims against the Debtors and Galewick as

asserted in the DOG Action were re aolved and the 0°C Action was

dismissed as to all parties, including Atlas and Galewick,

Gamble & Mallory LLP, 1900 Main Street, Fifth Floor, Irvine,

california 92614-7321.

c, Disolaim.r

The financial dat a relied upon in formulating the Plan is

based on Atlas' records end primarily the records of the

liquidation of most of the oebtor's assets. The information

contained in this Disclosure Statement is provided by Atlas, The

Plan Proponenta represent that everything stated in the

Disclosure Statement is true to the Proponents' beet knowledge.

The court has not yet determined whether or not the Plan is

confirmable and ma kem no rec orm,endstioo as to whether or not you

should support or oppose the Plan,

II. SACKOROUND

A, Description and History of the Debtor's Business

At las is a california corporation. As of the time of ita

initial bankruptcy filing, Atlas operated a long distance

telephone service reseller business, Atlas also developed

billing and collection software related to the telecom industry,

provided billing and collection services for cons lunar telephone

accounts, and marketed collection and related services to the

debt buying industry. At las was also developing computer

software, known internally es "Predator,' for the purpose of

managing mod collecting portfolio of purchased consumer debt for

its own account, and to be marketed to others- Concurrently with

the downturn in the long distance reseller industry, Atlas'

bus incas was adversely affected by the general decline in the

profitability of the long distance reseller business.

At las' assets included computer equipment and other

furniture, fixtures, an d equipment with a book value of almost

$500,000 as of the Petition cate.

m. Principals, Affiliates and Management of Debtor's

Business

At the time of the filing of each of their jointly

administered cases, Gal ewick was the 100% shareholder of Atlss,

Performance Development, Inc. V'PoI" , Vision capital Services

corporation "vcs' , and Incose Network Company, Inc. "INc" , as

well as 98.5% shareholder of Performance capital Management, Inc.

`PCN' . PCI was the general partner of each of Performance

Asset Management Fund, Ltd. `PAN I", Performance Asset

Management Fund II, Ltd. "PAM
53e, Performance Asset Management

Fund hr. Ltd. `PAN XII" , Performance Asset Msnsgeeent Fund IV,

Ltd. "PAN IV", Perforsance Asset Management Fund V, Ltd.

`PAM V", and PAN VI collectively, PAN r, PAN II, PAN III, PAN

IV, PAN V. end PAN V I are referred to herein collectively as the

`PAN Funds',

In general, the PAN Funda were formed to acquire various

distressed assets primarily portfolio of credit card account

receivmbles from federal banking and savings and loan

institutions, the Federal Deposit Insurance corporation, the

Resolution Trust corporation, as well as other sources, and to

generate income by collecting, selling, or otherwise disposing of

such assets. IN cacted as placement aenager and solicited

investments on behalf of the PAll Funds. P01, as general partner

of the PAN Funds, contracted with PCM to, among other things,

manage, service end collect on the PAN Funds' account as sets.
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Since this case has been re-converted toa case under

chapter 11, no official cose,ittee of unsecured creditors of

Atlas has been appointed.
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6. Joseph's Operation of Atlas

27

after his appointment. Joseph discontinued Atlas long

distance telephone reseller business. The software development

or "Predator" portion of Atlas' business wee continued for

several months, but was ultimately discontinued by Joseph.

Joseph operated Atlas to support the operations of PCM, utilizing

At las' computer equipment and certain software developed by Atlas

in connection with PCH' 5 management of the PAM Funds,

7. calewick's compromise with the Trustee and the

Equity Committee

On October e, 2000, the Court entered its Order on Joint

Motion of Chapter 11 Trustee and the Official Committee of Equity

Security Holders for Order Approving Compromise of claims with

Vincent S. Galewlck, Purchase of Property and Withdrawal of

claims the "ealewick cos,promise" . M,ong other things, pursuant

to the Galewick compromise, Galewic k transferred all hi 5 stock in

PCM to the Pam Funds and has no continuing role as shareholder,

director or officer of PcM. Galewick has, however, retained his

ownership interest in Atlas, POX end INC, The Trustee has

resigned as trustee of POX and INC, each of which was restored to

debtor in possession status in their respective ctsapter 11 cases.

The effective date of the Galewick Compromise was October 17,

2000. By order entered on January 30, 2001, the Court dismissed

PcI's chapter 11 case, By order entered on February 25, 2002,

the INC chapter 11 case case No. 96-27041 wes converted to a

case under chapter 7.

bank account the "Restricted Account" and may only use or

disburse with Court mpproval,

On January 15, 2004, the court entered its Order Granting

chapter 7 Trustee's Motion To ce-consolidate The case Of Atlas

Equities, Inc., Case Ho, SA 98-27O44- From Joint Administration

the ce-consolidation Order" . Pursuant to the De-consolidation

Order, the Atlas chapter 11 case is now administered as a

separate case and the Clerk Of the court has been directed to

update the Atlas proof of claims register by re-filing proofs of

claim against Atlas that were filed In the jointly administered

lead case of vcs,

Atlas has engaged Spach. capaldi £ 4aggaean. LLP as its

13 general reorganization counsel. Atlas has filed its notice of

application to employ Spach, Capaldi & t4sggaman, LLP. Atlas

anticipates that Ga lewi ck, in hi s capacity as sole shareholder of

Atlas, will fund payment of At las' attorneys' fees and costs

incurred in this chapter 11 case.

-

On December 31, 2003, the clerk of the court issued its

Notice of Initial Meeting of creditors pursuant to Bankruptcy

Code section 341a. The initial meetiog of creditors was held

and concluded on January 26, 2004,

In June 2004, Joseph' scounsel notified counsel for Atlas

and Galewick that Joseph asserts an administrative claim for fees

and costs in the total aggregate amount of $6,622.77 and .Jseph'a

counsel asserts an administrative claim for fees and costs in the

total aggregate amount of $10,770.14. Atlas end Oalewick have

not received any documentation of such claims and reserve their

rights to object to such claims.

6, Confirmation of chapter 11 Plan of 9cM and the PAM

2 Funds

On January 24, 2002, the court entered its Order confirming

Joint chapter 11 plan Proposed By chapter 11 Trustee And The

Official coesittee of Equity Security Molders As Modified At

Hearing the "confirmation Order", confirming the joint

chapter 11 plan of PcM and the PAN Funds.

9. Conversion of the Atlas case to chapter 7

rn February 2002, the Atlas chapter 11 case was converted to

acaeeunder chapter 7 and Joseph was appointed as trustee in the

chapter 7 case for the Atlas estate. Joseph employed an

auctioneer and liquidated Atlas' tangible assets in April 2002,

The Atlas estate has approximately $42,300 in camh on hand as a

result of the auction of Atlas' assets.

10. Re-convers ion of the Atlas case to Chapter 11

On December 19, 2003, on the motion filed by Galewick, the

Court entered its Order Granting Notion To convert chapter 7 Case

Of Atlas Equities, Inc. case so. SA5O-27044I To chapter 11 the

"Re-conversion Order" . Pursuant to the Re-Conversion Order,

Atlas is now adebtor in possession pursuant to Bankruptcy code

sections 1107 and 1109. The Re-convers ion order provides, among

other things, that At las shall not diaburse any of the cash on

hand in its estate without further order of the court and that

Joseph is authorized to file his final report, As of the date of

the filing of this oisclosure Statement, Joseph has not filed his

26 final report. Joseph has delivered to Atlas approximately

27 $42,300, which Atlas has deposited into its debtor-in-possessicn

28

currently, there arena adversary proceedings o rmctions

pending in the Atlas case. Notwithstanding the foregoing, Atlas

intends to file a nus,sber of objections to claims in the near

future and likely before the hearing on confirmation of the Plan.

11, other Legal Proceedings

currently, the Debt or is not involved in any nonbankruptcy

legal proceedings,

12. Actual and Projected Recovery of Preferential or

Fraudulent Transfers

At this time, Atlas does not anticipate receiving proceeds

of any actions to avoid and recover fraudulent and preferential

transfers. Indeed, the deadline to comeence any such actions

would hsve expired in December 2000, Atla 5 5 not aware of any

avoidance actions that remain pending in which it may have an

Interest,

17 Problems

13. Procedures Implemented to Resolve Financial

As set forth above, Atlas' business has been disaggregated

from its affiliates and Atlas' tangible assets have been

liquidated by Joseph before this case was re-converted to

chapter 11.

14. current and Historical Financial conditions

As set forth above, Atla 5 currently has approximately

24 $42,100 in cash on hand as a result of the liquidation of its

25 tangible assets. During the course of Joseph' sads,inistration of

the Debt crs' chapter 11 cases, Joseph terminated Atlas' tong

distance telephone services business end generally treated the

Debtors' businesses as a unified enterprise.
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The Debtors operating reports on file with the office of

the United States Trustee disclose the financial results of

Joseph's operations of the Debtors' estates. Parties interested

in examining those documents are referred to those sources.

Alternatively, parties in Interest entitled to vote upon the Plan

may submit a written request for copies of theae reports to

Atlas' bankruptcy counsel: a reasonable charge for copies so

requested may be required.

Atlas' last historical, financial statements were dated

prior to the Petition Date. Because these financial documents

are outdated amd likely would be more misleading tham informative

about the current financial condition of Atlas, they are not

attached to this Disclosure statement.

III. 5US8ART or THE PINe or BLORGMOIZATION

A, What Creditor. esd Interest Eold.rs Will Receive Under

The Proposed 51.55

As required by the Bankruptcy code, the Plan classifies

laims and interests in van ous classes a ccorthm g to their right

to priority. The Plan states whether, each class of claims or

interests is ampeired orumimpaired. The Plan provides the

treatment each class wi 11 receive.

B, Unclassified claims

certain types of claims are not placed into voting c lasses;

instead they are umclaesified. They are not considered impaired

and they do not vote on the Plan because they are automatically

entitled to specific treatment provided for them im the

Bankruptcy code. As such, the Proponents have not placed the

following claims im a class.

-so-

Additionally, Joseph has recently notified Atlas and

Galewick that he and his counsel assert pre-conversion

administrative expenses. After the Disclosure Statement was

filed, Joseph' scounsel asserted an additional amount of fees and

expenses as administrative expenses. Joseph has not filed his

finalreport with respect to the chapter 7 case nor any request

for payment of such adseinistra tive expenses. Atlas and Galewick

reserve their rights to object to any request for payment of

administrative expenses by Joseph and his counsel "pre-

conversion Administrative Expenses"

2. Priority Tsx claims

Priority tas claims are certain unsecured income, employment

and other tsxem described by cods Section 507as. The

Louisiana Department of Revenue is the only entity that filed a

proof of claim asserting a priority tax claim pursuant to

Bankruptcy code section 507 Ia 5 . At las and Galewick have

confirmed that the Louisiana Department of Revenue hamwi th drawn

its claim.

C, Classified claims sod Interests

1. classes of mecured claims

secured 0 leims are claims secured by liens on property of

the estate. Atlas believes that it has no allowable secured

claims. Only one proof of claim was filed assert'ng a secured

claim, hut that claim on its face indicates that it `is actually a

proof of interest in affiliates of Atlas - PAul iv and Telwest

Income Fund, Ltd. Accordingly, Atlas intends to file its

objection to said claim.
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Administrative expense claims ere cJ.aims for costs or

expenses of administering the Debtor's chapter 1 base which are

all owed under code section 507a Ill. The code requires that all

admi nistrative claims be paid on the Effective Date of the Plam,

unless a particular olsimant agrees to a different treatment.

The following chert lists all of the Debtor's § 507s 1

administrative claims and their treatment under the Plan:

Specs,, Capald &Waggsmes. LLP $20,000 esamsted Paid in Bill m, £ffecd'mOste

I `omtbutes by Oaleaid,

James 4. Joseph $6,622.77 I Paid ir, FLIt EC Effeotae Oats

I DairIes 65 Dismmsd and cub LLP 113.659,45 I PaId in full or, Eff.cth,s Date

I dat's Offica Fees suskmown Paid Is Sill or' EffacIlee Data

I!
0111cc of t, iS. Trustee Fees

, TOTAL 140.252,22
Date

Court Approval of Fees Required

The court must rule on all fees listed in this chart before

the fees will be owed. For all fees 65cc Pt clerk's Office fees

and U.S. Trustee's fees, the pro femsional in question must file

end serve a properly noticed fee appl icati om and the court must

rule on the application. Only the aaount of fees allowed by the

court will be owed and required to be paid under the Plan.

Am indicated above, Atlas will need to pay approximately

$40,262.22 worth of administrative claims on the Effective Oate

of the Plan unless the claimant has agreed to be paid later or

the Court has not yet ruled on the claim. As indicated elsewhere

in this Disclosure Stetement, At las will fund payment of the

post -conversion administrative expenses through capital

contributions by Galewick on the Effective Date.

certain priority claims ths t are referred to in code

Sections 507 Ia 3, 4, 5, 1, and 7 are required to be

placed in claaaes. Theme types of claims are entitled to priority

treatment as follows: the code requires that each holder of such

a claim receive cash on the Effective Oats equal to the allowed

atr,Qurlt of such claim. However, a class of unsecured priority

claim holders may vote to acce Pt deferred cash payments of a

value, as of the Effective Oate, equal to the allowed amount of

such claims.

The foll owing chart lists all classes containing Debtor's

sections 507a 3, a 4, al 5 a Ce 6, and al 7 priority

unsecured claims and their treatment under the Plan see

Exhibit "A" for more detailed information about each priority

unsecured claim

CLASS DESCRIPTION IMPAIRED TREATMENT

Thn
I Paimrlty aesaiur.d slain's V * PaId In Bill in scala or, the few

psessait to Bankruptcy coda Baslness Day that Is 35 days anar
secoun 507013 enhy of an order of this Court

Tots amoant of dslnia allowing or disallowing the last sf

$1,339.22 any raqaeetlhr paynneuaar Prs
Cnn,er&os Admb4atraysa

Ewosses.

rlaiss3. claee of general Unsecured

Genera 1 unsecured claims are unsecured clai ma not entitled

to priority under code Section 507 let. The foll owing chart

identifies the Plan's treatment of the class containing all of

Debtor's general unsecured claims see Exhibit `B" for detailed

information about each general unsacured claim

14

15

16

17

16

lb

20

21

22

23

24

25

26

27

28

2

5

7

10

11

12

13

14

ts

16

17

15

18

20

21

22

23

24

25

26

27

28

2

3

5

6

7

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

-14-

21

22

23

24

25

26

27

28

55 lb



25

CLASS DESCRIPTION IMPAIRED TREATMENT
V/NI

2 General unsecured oh/ms V
Total amount of claims
$148,500 estimate on
total agamegane amount
of At/owed ClaIms

* Paymanl interval = N/A
* Payment neatesierval = N/A
* Beli, dane = Dislrbusons paid in

cast, on the first bets/ness day that a
so days she, stay of an order on this
Cosyn allowthg on disallowing Era lent
of any request for payment of Pm
Conversion Ajminls&atr.e Esperrsas.
end dais = Diawsasons paid In cast,
on ill. frst bus/ness day tOtal 8 30
days after ev5 of an order of tha
Caret alloeirg on dlsalloraing the ann
of any request for payment on Pm'
Conversion Admiristsaove Eopsrvses.
interest rats 04 N/A
Begin dale H/A
Total Payout 5 $23,607.09
fappaotdntale Payout equals cash
on hand as of the Effect/ic Data,
tess the amount necessary to ssffsfr
an unclassIfied Priorlfo Tat Claims,

Allowed Pitotity Claims in Class

snd en Allowed Pre-Con/erslce

- Mminisfasse Eaensesf

Galewick has conducted an irtltlal rev jew or the

claims and the proofs of claims filed in the Atlas case. The

vast majority of the proofs of claims filed in the Atlas case do

not represent existing Claims against Atlas, but arise from

interests of the alleged claimonts in certain entities related to

Atlas. Accordingly, it does not appear that such proofs of claim

assert allowab'e claims sgainut Atlas. Moreover, the majority of

the unseoured nonpriority chaise originally scheduled in the

Atlas case were for notice purposes only, and the Proponents

assert that a number of substantial claims listed as disputed are

now barred based on the disputed crcditor's failure to timely

ftle a proof of claim. Based on Ga lewick's initial review of the

claims scheduled and filed against Atlas. it appears that the

total amount or allowable claims againat Atlas will be less than

$150,000. Atlas has filed its amended Schedule F, which lists

.57-

estate by paying all allowed post -re-convers ion administrative

claims in full, consequently, rather than have the remaining

estate funds exhausted by administrative expenses, all of the

funds on hand will be used to make distributions to creditors

holding claims as of there-conversion of this case i.e., any

allowed fees of Joseph and his counsel accrued as of the time of

re-comversion and unsecured creditorsl . Asaresult, under

chapter 11, Atlas' creditors and interest holders will receive

more in distributions and other benefits than they would if the

o ann were fully administered inaohapter 7.

* rnaddition to the Plans's benefit to creditors, the Plan

will also benefit Galewick as an interest holder of Atlas. The

Plan provides for the merger of Ar las with an ot hor entity to

enable the post-merger Atlas to utilize substantial NOt's to

offset future income tax liability. Galawick and Atlas have

determined that there exists an opportunity for Atlas to continue

its software developsent and collection services businesses to

provide coilection services related to previously charged-off

consumer telecom debt, To provide this service, Atlos'

management believes it would benefit Atlas to mergi with a

company withachargad-off consumer debt portfolio. In this

regard, Atlas has identified Vision Nevada, Inc. "VNI't, a

corporation wholly-owned by oalewick, as an appropriate merger

partner. Vn5I's busineaa has traditionally involved acquisition

and collection of charged-oft debt other than telecom-related

debt. vi is interested in expanding its business to include

acquisition and collection of telecom-related debt.
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unsecured nonpriori ty claIms in the to tal aggregate amount of

$904,405.17, of which $755,901.14 are listed as disputed.

4. class of Interest Holder

hold an ownershipInterest holders are the parties who

interest lie., equity interest in Atlas. As a corporation,

Atlas' sole interest holder is Galesick - the holder of all of

its stock. The following chart identifies the Plan's treatment

of the class of interast holder:

CLASS DESCRIPTION IMPAIRED

V/Nb
TRmAnaEpaT

3 lntegaet heIfer Galnsnrolv N Retains Interest as 100%
shareholder of Reorganized
oebtor, wisint tnt be merged with
meion Ne/ada, Ire., a Nevada
ccmporszmn, sfl the Effecsye Oate
at the P an

0. Macna of Effectuating ±3°. Plan

The purpose of the Plan is two-fold: Ill to make

distributions to creditors that are greater than they would have

received through administration of the previous chapter 7 case:

and 2 to allow Atlas to reorganize and preserve certain of its

tax attributes in particular, its NOL's to offset future incoms

tax liability to the benefit of Galewick, At las' sole interast

holder.

Prior tore-conversion of this case, Atlas' assets had been

liquidated and Joseph held approximately $42,000 in cash on hsnd.

The costs of administration of the chapter 7 case would have

turfher reduced the amount of cash on hand and likely would have

prevented any or, at least, any meaningfull distribution to

creditors of Atlas. In contrast, the Plan provides that Galewick

will bear the cost of the resaining adrsinistrarion of the Atlas

-5

Effective as of the Effective cafe of the Plan, Atlas will

merge with VNI. Atlas shall acquire all of V541's assets and

liabilities ma tax-free reorganization pursuant to Internal

Revenue Code section 360/ag 1 ICI . Ga lewick shall receive lOOh

of the authorized and issued stock of the merged company. Vhtr

will be dissolved. Atlas will continue operations of VOlt's

business.

of is important to note that the application of NOL's is

restricted in the avent ofachange of ownership of Atlas. In

effect, only Atlas, as owned by Galewick, cay take full advantage

of the HOL's. The tOoL's may not be sold or otherwise liquidated

to pay creditors. Any change of ownership in Atlas such as by

an auction of the equity interests in the company would also

destroy the value of the Not's under applicable tax law.

1. Funding for the Plan

As set forth above, distributions under the Plan will be

funded by the cash on hand available in the nestricted Account

and by capital contributions by Ga lewi ck for payshent of post-

conversion chapter 11 administrative expenses.

2. post-confirmation Management and Oparatione

As of the Effective Date, Atlas, as merged with VIII, will be

the Reorganized Debtor. Galewick will be the 100% owner of the

Reorganized oebtor. The Reorganized Debtor will continue to

operate its businees of acquiring distressed assets primarily

portfolio of credit card accouritsf and generating income by

collecting, selling, or otherwise disposing of such assets.
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3. Disbursing Agent

The Reorganized Debtor shall act as the disbursing agent for

the purpose of asking all distributions provided for under the

Plan. The Disbursing Agent shal 1 serve without bond and shall

receiveno compensation for distribution services rendered and

expenses incurred pursuant to the Nan.

Z. Risk Factors

The proposed Plan substantially limits risks to claimants

because distributions will be made directly from the Restricted

Account. The Reorganized Debtor will not rely on post-

confirmation performance to fund Plan distributions.

F. Oth.r Provisions of the Plan

1. Executory contracts and unexpired leases

Atlas is not aparty to any unexpired leases and executory

contracts to be assumed or rejected under the Plan.

2. changes in Rates Subject to Regulatory Cosesission

Approval

Atlas is not subject to governmental regulatory commission

approval of any rates. -

221 law.

3. Retention of Jurisdiction

The court will retain jurisdiction to the extent provided by

C. Tax Cons.goaaces of Plan

No REPRESENTATIONS ARE MADE TO ANY PARTY

OE5TOR'S TAX ATTRIBUTES AND/OR ANY EFFECTS OF

TAX ISSUES, YOU ARE ASKED TO CONSULT YOUR OWN

ACCORDINGLY, ALL cLAIMANTS ARE URGED TO CONSULT THEIR TAX

ADVISORS cONcERNIN0 THE FEDERAL, STATE AND LOCAL TAX CONSEQUENCES

OF THE PLAN ON THEIR CLAIMS OR INTERESTS. NEITHER THE

DEBTOR, GALEWIOK NOR THEIR COUNSEL OR ACCOUNTANTS MAKE ANY

REPRESENTATIONS REGAROINO THE PARTICULAR TAX CONSEQUENCES OF

CONFIRMATION AND CONSUMMATION OF THE PLAN AS TO ANY CLAIMANT.

THE DEBTOR, GALEWICK AND THEIR COUNSEL AND ACCOUNTANTS ARE NOT

RENDERING AMY FORM OF LEGAL OR OTHER OPINION AS TO ANY TAX

CONSEQUENCES OF THE DEBTOR'S PLAN TO THE DEBTOR OR ANY OR ALL

CLAIMANTS.

2. Federal Income Tax consequences to the Debtor

a Regular Tax Purposes

U Discharge of Indebtedness

Under the Tax Code, a taxpayer must generally include in

gross income the amount of any indebtedness discharged during the

taxable year, except to the extent payment of the indebtedness

would have given rise roa deduction.

Under section lD of the Taos Code, when the discharge of

indebtedness is pursuant to a plan approved by the court in a

case under chapter 11 of the Bankruptcy Code, the amount of

discharged indebtedness otherwise required to be included on

income is instead applied to reduce certain tax attributes of the

taxpayer, in the following order: NOL's, certain credit

carrycvers, capital loss Carryovers, the basis of the taxpayer's

property, passive activity loss and crc di t carryovers and foreign

2 It ax credit carryovers.

Under the Plan, unsecured creditors will not likely be paid

in full, resulting in a discharge of indebtedness of the Debtor.

1. Scope and Limitations

Under the Internsl Revenue Code of 1956, as amended the

"Tax Codee , there nay be significant federal income tax issues

arising under the Plan described in this Disclosure Statement.

It is not practical to present a detailed explanation of all of

the possible federal income tax ramifications of the Plan. The

following is only a summary discusRion of certain of the

significant consequences that say affect the Debtor or claimants.

This aueeeary is based upon laws, regulations, rul ings and

decisions now in effect and upon proposed regulations, all of

which are subject to bhsnge possibly with retroactive effect by

legislation, administrative action or judicial decision.

Under present law, there is uncertainty surrounding many of

the tax consequences discussed below. For such reason or

otherwise, the tax consequences of certain aspects of

transactions involving the Debtor or the Plan say be subject to

administrative or judicial interpretations that differ from the

discussion below. Further, this suslseary does not discuss all

aspects of the Tax Code or of federal taxation that may be

relevant to the Debtor or a particular clai,aant. The federal

income tax consequences to the Debtor or any particular Claimant

may be affected by sped. al considerations not discuss ad below.

In addition to the federal income tax consequences discussed

below, the transactions contemplated in the Plan may have

significant state and local tax consequences that are not

discussed herein. Neither a ruling from the Internal Revenue

Service the "IRS" nor an opinion of counsel has 6ean requested

wit h respect to the federal income tax consequences of the Plan.

20

To the extent that a diacharge of indebtedness occurs, Atlas' tax

at tributes w ill be reduced by the difference between the

C onsideration received by the creditors and the amount of the

discharged indebtedness, unless the claims discharged would have

given rise to a deduction to Atlas if they had been paid in full

by Atlas.

ii The Debtor's Tess Attributes

Atlas shall retain all of its tax attributes after

confirmation of the Plan. Atlas notes that Atlas' tax attributes

including the amount of NOL's that are available to Atlas after

the Effective Date may be reduced as a result of the discharge

granted to At las under the Plan. Since Atlas is unaware of the

amount of debt forgiveness which nay be realized by Atlas under

the Plan, Atlas has no determination of the precise effect that

confirmation of the P lan will have on the amount or availability

of Atlas' tax attributes.

3. Federal Income Tax consequences to Creditors

a In General

The federal, state, local and other tax consequences of the

P lan nay vary depending upon the individual circunstances of each

holder of a dais.

b Character of Dam or Loss

The character of gain or loss recognized by a Claimant as

capital or ordinary gain or loss and, in the case of capital gain

or loss, as short term or long term, will depend onanumber of

factors. Those fact ors include; i the nature and origin of

the Claim; ii the tax status of the holder of the claim; iii

28 Iwhether the holder is a financial institution; iv whether the

1

2

3

S

6

9

10

11

12

13

14

15

16

17

18

is

20

21

CONCERNING THE

THE PLAN. FOR ANY

TAX ADVISOR.

-51-

3

10

11

12

13

14

15

.16

17

18

19

20

21

22

23

24

25

25

27

28

2

3

4

5

9

10

11

12

13

14

15

le

17

15

19

20

21

22

23

24

25

26

27

23

24

25

26

27

2

3

S

7

5

10

11

12

13

14

15

16

17

le

19

20

21

22

23

24

25

27

28

-Is-



Claim is a capital asset in the hands of the holder; v whether

the Claim has been held for more than one year; and vii the

extent to which the holder previously claimed a loss or bad debt

deduction.

ci Receipt of Interest

The Bankruptcy Tax Act of 1900 reversed prior law by

providing that income attributable to accrued and unpaid interest

will be treated as ordinary income, regardless of whether the

claimant's existing claims are capital assets in its hands,

Claimant's should consult their own tax advisors to

determine the amount of consideration received under the Plan

that is allocable to interest, if any. Generally, however, it is

unlikely tha t unsecured Claimants will receive payment info11 of

their Allowed claims plus interest under the Plan.

IV. coewrmo,TION REQUIeflNTS A310 PRoceDueza

PERSONS OR ENTITIES CONCERNED WITH CONFIRMATION OF THE PLAN

SHOULD CONSULT WITH THEIR OWN ATTORNEYS BECAUSE THE LAW ON

CONFIRMING A PLAN OF REORGANIZATION IS VERY COMPLEX. Tha

following discussion is- intended solely for the purpose of

alerting readers about basic confirmation issues, which they may

wish to consider, as well as certain deadlines for filing claIms.

The Proponents CANNOT and DO NOT represent that the discussion

contained beláw is a complete summary of the law on this topic,

N any requirelsente most he met before the Court can confirm a

Plan. Some of the requirements include that the Plan must be

proposed in good faith, acceptance of the Plan, whether the Plan

pays creditors at least as much as creditors wou 1 d receive in a

claim is deemed allowed if <1 it is scheduled on the Debtor's

schedules and such claim is not scheduled as disputed,

contingent, orunliquidated, and 2 no party in interest has -

objected to the claim. An interest is deemed allowed if it is

scheduled and no party in interest has objected to the interest.

consult Exhibits "A" and "B' to this Disclosure Statement to see

how the Proponent has characterized your claim or interest.

b What Is an Impaired claim/Interest

As noted above, an all owed claim or interest only has the

right to vote if it isin a class that is impaired under the

Plan. A class is impaired if the Plan alters the legal,

equitable, orcontractual rights of the members of that class.

Fur example, a class comprised of general unsecured claims is

impaired if the Plan fails to pay the members of that class 100%

of what they are owed.

In this case, the Proponents believe that class 1 and Class

2 are imps ired and that holders of claims and/cr Interests in

each of these c lasses are therefore entitled to vote to accept or

reject the Plan. Parties who dispute the Proponents'

characterization of their claim or interest as being impaired or

unimpaired may file an objection to the Plan contending that the

Proponents have incorrectly characterized the class.

3. Who is Not Entitled to Vote

The following four types of claims are not entitled to vote,

1 claims that have been disallowed; 2 claims in unimpaired

classes; 3 claims entitled to priority pursuant to Code

sections 507 a 1, al 2, and as; and 4 claims in classes

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

chapter 7 liquidation, and whether the Plan is feasible. These

requirements are not the only requirements for confirmation.

A. Who Way Vote orobjeet

1. Who Nay Object to Confirmation of the Plan

Any pmrty in interest may object to the confirmation of the

Plan, but as explained below not everyone is entitled to vote to

accept or reject the plan.

2. Who May Vote to Accept/Reject the plan

A creditor or intereat holder has a right to vote for or

against the Plan if that creditor or interest holder has a claim

which is both 1 allowed or allowed for voting purposes and 2

classified in an impaired class.

a What Is an Allowed claim/rnrerest

As noted above, a creditor or interest holder must first

have an allowed claim or interest to have the right to vote.

Generally, any proof of claim or interest will be allowed, unless

a party in interest brings a motion objecting to the claim. When

an objection to a claim or interest is filed, the creditor or

interest holder holding the claim or interest ca onotvoteunLess

the court, after notice and hearing, either overrules the

objection or allows the claim or interest for voting purposes.

THE EAR DATE FOR FILING A PROOF OF crA5W IN ATLAS' ORIGINAL

CHAPTER 11 cASE WAS NOVEMBER 17, 1999. PURSUANT TO RULE 3012c

OF THE FEDERAL RULES 00' BANKRUPTCY PROCEDURE, THE LAST DAY TO

FILE ca.ArWS IN ATLAS' CONVERTED CHAPTER 7 CASE WAS JuNE 25, 2002.

The Proponents contend that such bar date ia now applicable. A

creditor or interest holder may have an allowed claim or interest

even if a proof of claim or interest was not timely filed. A

- -2e-

in unimpaired c lasses are not entitled to vote because such

cla smes are deemed to have accepted the Plan, claims entitled to

priority pursuant to Code sections 507 a 1, a 21, end a 71

are not entitled to vote because such claims arm not placed in

classes and they are required to receive certain treatment

specified by the code, claims in classes that do not receive or

retain any value under the Plan do not vote because such classes

are deemed to have rejected the Plan. EVEN rF YOUR CLAIM IS OF

THE TYPE DESCRIBED ABOVE, YOU MAY STILL NAVE A RrGHT TO osiEcT TO

THE c0NFIP54ATION OF THE PLAN.

4. who can Vote in Wore Than One class

A creditor whose claim has been allowed in part asasecored

claim and in part as an unsecured claim is entitled to acceptor

reject a Plan in both capacities by casting one ballot for the

secured part of the claim and another ballot for the unsecured

claim. The Proponents do not believe that any Allowed claims fit

this description.

5. Votes Necesaarw to confirm the Plan

If impaired classes exist, the Court cannot confirm the Plan

unless 11 at least one impaired class hsm accepted the Plan

without counting the votes of any insiders within that class, or

2 all impaired classes have voted to accept the Plan. Ln this

case, the Proponents contend that Class 1 end clams 2 are

impaired classes that are eligible to vote on the plan.

5. Votes Necessary for a class to Accept the Pier,

A class of claims is considered to have sccepted the Plan

when more than one-half 1/2 in number and at least two-thirds

2/3 in dollar amount of the claims which actually voted, voted
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1 to favor of thu Plan. Il ala.. of Satsrs.ti Li aomaid.nd to hays I La nil., thu Supri. Court aaiuaid that thu auction 1129b 21 F

accepted the Plan when at least two-thirds 2/3 in amount of the

interest-holders of such class which actually voted, voted to

accept the Plan.

7. Treatment of Nonaccepting Classes

As noted above, if et least one impaired clam a accepts the

proposed Plan, the Court may confirm the Plan if the nonaccepting

classes are treated in the manner required by the code. The

process by which nonaccepting classes are forced to be bound by

the terms of the Plan is commonly referred to as "cramdown. " The

Co de allows the Plan to be "crammed down" on norraccepting classes

of claims or interests if it meets all Co nsensu a 1 requirements

except the voting requirements of 1129 a 0 and if the Plan does

no t"discrisinste un fairly" and is "fair and equitable" toward

each impel red class that has not voted t OCOCPt the Plan as

referred to in 11 U.S.C. S 1129b and applicable case law,

section 1129b 2 provides that foraplan to be "fair and

is equitab te"with respect to an objecting class of unsecured

claims, the plan must provide either i that each holder of a

claim of such class receive or retain on account of suchclain

property of a value, as of the effective date of the plan, equal

to the allowed amount of such dais; or ii the holder of any

claim or interest that is junior to the claims of such class will

24 not receivs or retein under the plan on account of such junior

claim or interest any property. This provision is described in

applicable case law as the "absolute priority rule." See sank of

?Jeerica Nat. Trust and 9ev. Ass'n v. 203 North I,eSaile Street

Partnership, 526 u.S. 434, 119 S.ct. 1411 U.S. 1999. In

Moreover, no party has attempted to present an alternative

plan in this case, notwithstanding the fact that Atlas lost its

exclusivity rights within the first week of its original

chapter 11 case and tha t exclusivity expired in this case in June

2004. `It is extremely unlikely that any third party would bid on

the equity interests in Atlas, given the fact that the primary

`asset' of At las-its NOL's - would not be of any value to any

new ownership. Accordingly. osiewick submits that the absolute

priority rule would be satisfied, if indeed it is ever implicated

in this case.

B. Liquidation Analysis

Another confirmation requirement is the "Best Interest

Test.' which requires a liquidation analysis. Under the Beat

Interest Test, ifs claimant or interest holder is in an impaired

class and that claimant or interest holder does not vote to

accept the Plan, then that claimant or interest holder must

receive or ret sin under the Plan property of a value not less

than the amount that such holder would receive or retain if the

oebtor were liquidated under chapter 7 of the sankruptcy code.

In e chapter 7 case, the debtor's assets are usually sold by

a chapter 7 trustee. Secured creditors ere paid first from the

sales proceeds of properties on which the secured crc ditor has a

lien. Administrative claims are psid next. Next, unsecured

creditors are paid from any remaining sales proceeds, according

to their rights to priority. Unsecured or edit ors with the same

priority share in proportion to the smcunt of their allowed dais

27 in relationship to the amount of total all owed unsecured claims.

28

absolute priority rule contains anew value" corollary or

exception, such that a debtor's prebankruptcy equity holders may

contribute new value to the bankruptcy estate and retain their

S interests * but held that such a plan aust allow others to compete

for that equity or to propose a competing reorganization plan.

Because the Plan provides for Galewic k to ret sin his

interest in Atlas without payment in full to senior classes, the

absolute priority rule may be implicated in this case. At this

time, however, it has not yet been determined whether shy class

12 of creditors object to the Plan. Only in the event that a class

13 votes to reject the Plsn will the absolute priority rule be at

14 issue.

rn theevent that a Class objects to the Plan, however,

Ga lesi ck and At las assert that the Plan complies vi th the

absolute priori* ty rule under the new value exception, end that

crsmdown would be permissible. As set forth above, Galewick is

contributing and will con tribute substantial funds to pay for the

administration of this chapter 11 case toensure that unsecured

creditors receives distribution. To date, Gslewick hss incurred

over 670,000 in attorneys * fees and expenses in connection with

this chapter 11 case, and reasonably expects to incur at least

$30,000 more. Additionally, Galewick will fund payment of P.tlas'

25 counsel's fees and expenses, which are estimated to be

approximately 820, 000. Accordingly. given the amount of assets

end claims in this case, Oalewick asserts that he is making

substantial contribution of new value.

-so-

1 Finally, interest holders receive the balance that remains after

2 all creditors are paid, if any.

Nor the Court to be able to confirm the Plan, the court must

find that all creditors and interest holders who do not accept

the Plan will receive at least as much under the Plan as such

holders would receive under a chepter 7 liquidation. Ihe Plan

PropOnents maintain thsr this requirement is met because

Claimants will receive distributions in the full, gross amount of

the funds in the Bestricted Account less Pre-conversion

Administrative Expenses, rather then the net amount of such

funds after accounting for additional chapter 7 administrative

expenses.

Below is a demonstration, in balance sheet forest, that all

creditors and interest holders will receive at least as much

under the plan as such creditor or interest holder wou 1 d receive

under a chapter 7 liquidation.
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the orderly liquidation of the existing Property of the Estate,

the distribution of funds from the Restricted Account and the

continued corporate existence of the oebtor. Payments to

Claimants are not dependent upon the Debtor's post-Effective Date

operations. eecauae, as it pertains to Claimants, the Plan is

primarily a liquidating Plan, there is no substantial feasibility

issue.

V. RESECT OP cONFIPJOsTIOB OP PLAN

A. Discharge

The Plan provides that upon the Effective Date, Deb tot shall

be discharged of liability for payment of debts incurred before

confirmation of the Plan, to the extent specIfied in-li

U.S.C. 9 1141. However, the discharge will not discharge any

liability isposed by the Plan.

5. Revestiog of Property in abe Debtor

Except am provided elsewhere in the Plan, the confirmation

of the Plan reveats all of the Property of the Estate in the

Reorganized Debtor including, without limitation, all of the tax

attributes of the Debtor.

c. Modification of Plan

The Proponents of the Plan may modify the Plan at any tiae

before confirmation. However, the Court say require a new

died osure statement and/or revoting on the Plan.

The Proponents of rhe Plan may a lso seek to modify the Plan

at any time after confirmation only if 1 the Plan has not been

substantially consummated and 2 the court authorizes the

proposed modIfications after notice and a hearing.

26

27

20

0, Poat-ccnfirnaticn Statue Report

Within 120 days of the entry of the order confirming the

Plan, the Plan Proponents shall file a status report with the

court explaining what progress has been made toward consummation

of the confirmed Plan, The status report shall be served on the

United States Trustee, the twenty larges t unsecured creditors,

and those psrties who have reques ted special notice. Further

sta tus reports shall be filed every 120 days and served on the

same entities.

C - Poat'confirmation convereion/Dieaiasal

A creditor or patty in interest nay bring a motion to

convert or dismiss the case under § 3112 lbS. after the Plan is

confirmed, if there isade fault in performing the Plan. tf the

Court orders the case converted to chapter 7 after the Plan is

confirmed, then all property that had been property of the

chapter 11 estate, and that hss not been disbursed pursuant to

the Plan, wil 1 revest in the chapter 7 estate. The automatic

stay will be reinposed upon the revested property, but only to

the extent that relief from stay was not previously authorized by

the Court during this case.

The order confirming the Plan may also be revoke d under very

limited circumstances. The Court may revoke the order if the

order of confirmation was procured by fraud and if the party in

interest brings an adversary proceeding to revoke confirmation

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

op THEIR cLAIMS WHICH UNSECURED cREDITORS WOULD RocErvE OR
RETAIN IN A cli. 7 LIQUIDATI0N: - 0%
OF THEIR cLAIMS WHICH UNSECURED CREDITORS WOULD RECEIVE OH

RETAIN UNDER THE PLAN': - 35.7%

mel ow isademonstrscion, In tabular format, that all

creditors and interest hol ders wil 1 receive at least as much

under the Plan a 5 such or editor or holder would receive under a

chapter 7 liquidation.

ASSETS VALUED AT LrQUIDATI050 VALDES:

CURRENT ASSETS

a. cash on hand

b. Accounts receivable

C. Inventories

TOTAl CURRENT ASSETS

FIXED ASSETS

a. Office furniture a equipment

b. Rechinery a equipment

c. Autnacbiles

d. Buildings 6 land

TOTAL FIXED ASSETS

OTHER ASSETS

a. customer list

b. Other intangibles

TOTAl OTHER ASSETS

TOTAL ASSETS AT LIQUIDATION VALUE

tess: Secured creditor' s recovery

Less, chapter 7 trustee fees end expenses

Less: chapter 11 administrative expenses

Less: Priority claims, excluding

administrative expense claims

Less: Debtor's claimed exemptions

51 Balance for unsecured claims

121 Total amount of unsecured claims

$42, 300.00

$0. 00

$0.00

$42,300.00

$0 . 00

$0.00

$0.00

$0.00

$0.00

$0.00

$42. 300.00

$0.00

$17,392.91

$0.00 Payment
funded by

Galewick, not
bankruptcy

estate

$1, 332.01

$0.00

523.574,20

$150,000.00

01dm. & ctaeaes
Pe,Eentaga Under the Payout P.,e.ntapa In

Plan , chapter 7 LIquidatIon

Admieist,a%ve Claims I 100% 100%

P'lo4TaeCleims I 100% OS's

Cs 1- uesecered Pdori I 100% I 0% I
OIaI,ne - I I

Olass 2- Unsecured Nonprasty I 15.7% I 0%

claims I p I
Class 2-Interest Welder dmesies 100% tterest In 0% I

I Reorsanized Debtor I
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As demonstrated above, holders of Allowed class 2 Claims

shall receive roughly double what they would otherwise be likely

to receive through a chapter 7 liquidation.

c. Feasibility

In order for the court to confirm the Plan, the court mu at

find that confirnation is not likely to be followed by the

liquidation or need for further financial reorgani zation of the

Debtor other than what is provided for under the Plan. This is

commonly referred to as the "feasibility test.' The Plan

Proponents believe that the Plan is feasible as it provides for

Note: If this percentage is greater than the amount to be paid

to the unsecured creditors on a "present value basis" under the

Plan, the Plan is not confirmable unless the Proponents obtain

acceptance by every creditor in an impaired class.

Assumes that the Fre-conversion Administrative Expense claims

of Joseph and his counsel are allowed in full. At las and

Galewick reserve their rights to object to such claims.
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Atlas Eqolity, Inc.

RILES' I4ATKINS LECI CR11311 &

MALLORY LIP

By:

_____________________________

lot. All.. Equity, Inc. Cisc No. OASa27544-P,A

Doblyl

SCHEDULE E0 CREDITORS HOLDING UNSECURED PRIORITY CLAIMS
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`0 do - lob.lud `rotor on Oh, lull ansI atoP. niuIeOd ichoduls. Eepost this .0.1 sl.u doe Su.ouos.y of lub.duto..

o Chock this boo If d.blus b.s no oonItiio. bold.,g u.ue,ued p.hu.hy sub, to upoc us ibIs Soh.d.ulsB.

TYPOS OP PRIORITY CtAI005 Dm01 do .yplcpdlL. bo,t.i kilos if ebb, `o thai 001101, on toad 0,10.11101.4 nO's.

DEut.udoni ntcs.dbIIu.,in.otnut..ysui.

ClShns.oioloEio th.oodi,.0onu.u.efdod.bonli huolsutuop Oo.ooi.luffuhuSE.ptnooou.n.oo.no,Iufdos.ish,,lb.Intnlb.odi.pof

to, .ppoiet.oe,t oP. 1,00100 on oh. uodus lop .sli.f. t I U.S.C. I 0O1,912t.

* Wog,.. lubell,. sod

W.1... u.loi.s. 554 so.u.t.nto,s. moobuditog nusn000, nononsoc.. sod itch I,.,. pen 0010510 .upluyns sod 10000tiulsos Odor to qo.lifyins

i.,d,p.,d.,i silos np,.cinstiu,s op 1014,005' p0. po,.,. noonS obtol., to 457s inusodimoly ponodtsu the Otutse 00105 odgl..t potioloc. op -
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P. Final D.otee

once the estate has been fully adulinioterad as referred to

Ira Oankrnptcy Rule 3022, the Plan Proponent, or nt3t.r party as

the Court shall designute in the Piton Confirmation ardor, shall

file a motion with the Court to obtain a final decree to cbs,

the case,

Dated. Saptesther 1, 2004

Dot.dt S.ptesnbsr 7, 2004
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I. INTRODUCTION

Atlas Equity, Inc. dba Performance Telecom, dba Performance

Communications Services, dba Allen Richards Associates "Atlas"

or the "Debtor" is the Debtor in a chapter 11 bankruptcy case -

on December 22, 1998, Atlas comasenced a bankruptcy case by filing

its voluntary Chapter 11 petition under the United States

Bankruptcy code "code", 11 t].s.c. 9 101 et the

"eankrupccy code"

This document is the chapter 11 plan "[`lan" jointly

proposed by Atlas and its sole interest holder Vincent E.

Gaiewic k eoa lewick' Atlas and Galewick may be referred to

collectively herein as "Plan Proponents" Sent to you in the

same envelope as this document is the Disclosure Statement whlt'.h

has been approved by the court, and which is provided to help you

understand the plan.

This's a reorganlzlng plan, The Plan Proponents seek to

accomplish payments under the Plan by caking distributions of all

of the estate's cash on hand and to continue Atlas' business

throughareerger with a non-debtor company, Vision Nevada, Inc.

on the Effective Oate of the plan. The Effective Date

of the proposed Plan shall be the date of entry of an order

confirruing the Plan or, if any olsj notion is filed wit h respect to

confirmation of the Plan, the Effective Date shall be the second

business day after the tenth day aster the order confirming the

Plan is entered by the court the "Eff active nate' -

Tax claiml, a Claim is Allowed, in whole or part, to the extent

that; a I a proof of dais was timely and properly filed with

the court in accordance with the Federal Rules of Bankruptcy

Procedure a,,d applicable loca I rules prior to the Bar Date; or

fl it was listed in the Dabrot's achedules filed pursuant to

section 5211 of the code as liquidatedin amount and not

disputed or contingent, provided that a timely filed proof of

clam supersedes rhb scheduling of such claim; or h} based on an

application ofaPr0 fessiona I Person or request for pa ymentof an

Administrative Expense ctain to the extent such applicatonor

request isfi led *and served on the Disbursing Agent on os before

the Administrative Bar Date and is subsequently approved by an

Order of the court whether before or after the Adinisttative

Bar Date. A Claim, however, snot"Allowed" if, a an

objection to the allowance thereof has been timely filed on or

before any applicable'period of limitation fixed by the court;

and b any such obj ection has not been withdrawn or overruled,

in whole or in part, by a Final Order of the court. Nothing in

the Plan may be construed to imply or mean that any claim is

deemed Al `owed under the Plan,

Wit h respect to an Interest, an In terms t is allowed to the

extent that a it was listed in the list of equity security

holders tiled by the Debtor pursuant to Federal Rule of

Bankruptcy Procedure 1007a 3, provided that a timely-filed

proof of Interest shal 1 supersede such llsting; or b; a proof of

IntermIt was filed with the Court prior to the Bar Date; and in

either case, an Interest as to which I no objection to the

allowance thereof has been timely filed on or betore the claims

27 I

II. OPERATIVE TERMS

A. Definitionm

I. Administrative Bar Date

The first Business Day that is thirty 30 days aftar the

confirmatior; Date. Except as otherwise set forth in the Plan,

any request for pa yment of an administrative expense 15cc

11 u.s.c. 9 501a wI,ich is filed with the court and/or served

on the Disbursing Aqent after the Administrative Bar Date will

not he allowed and will have no effect upon the Plan, and the

holder of such late tIled Admini* sttative Expense dais will have

no right to p artici pa te in any distributions under the Plan.

2. Administrative Expense claims

Any cost or expense of administration of the case that is

entitled to priority in accordance wit h sections 503b and

507a 1 of the code and any fees and charges assessed against

the esta te under chapter 123 of Title 28 of the United States

code. Under the Plan, Administrative Expense. claims must be

filed and served on the Disbursing Ag ent onur before the

Administrative Bar Date in order to become Allowed Administrative

Expense claims.

3. Allen Natkins

Allen Matkins Leck Gamble Nailory LLP, a linited liability

partnermhip including professional corporations, its partners,

employees, agents, predecessors, successors, assigns, and

affiliates.

4, Allowed

With respect to any claim including, without limitation,

Adninistrative Expense claims, Priority claims and/or Priority

Objection Date or such other applicable period of lis,i ration

fixed by the Court, or Ill any objection has been overruled, In

whole or part, by a Final Order of the court.

5. Atlas

Atlas Equity, Inc., dba Performance Telecos;, dba Pertorma t,ce

communications Services, dbe Allen Richards Associates, a

California corporation.

6. Bankruptcy code, or code

Title 11 of the United States code, tl U.S.c. § 101 et

7. Bar Date

As established by court order, the bar date is the last day

for filing proors ot claims or lntcrests , The bar date in Atlas'

original chapter 1 Icase was November 17, n999. Pursuant to Rule

3002c of the FRBP, the bar date in Atlas' converted chapter 1

case was June 25, 2002 the "ear Date" . No additional bar date

has been set by the court in Atlas' re-converted chapter 1 Icase.

No proof of claim or Interest filed after the Bar Date will be

Allowed or will have any effectupon the Plan, The holder of

such lale filed proof or claim or Interest will have no right to

participate in any distributions under the Plan.

C. Boxiness Day

* Any day that is not a Saturday, Sunday, or legal holiday as

identified in Federal Rule of Bankruptcy Procedure 9006.

9. case

The chapter tt case cormsenced by Atlas on the Petition Date

and pending before the court as Case No. IA B8-2O44-.
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10. Cash

Lawful currency of the United States and equivalents

thereof, including, but not lin,ited to, bank deposits, wire

transfers, checks, or other limilat items.

11. Causes Of Action

All Causes of Action of any kind held by the Debtor whether

or not such causes of Action are the subj cci of presently pending

lawsuits * adversary proceedings or appeals, including, without

limitation, a Causes of Action belonging to the Debtor as of

the Petition Date, WI Causes of Action belonging to the Debtor

that arose after the Petition Date; and C rights exercs*sable by

the Debtor as Debtor in Possession, a trustee, and/or the

Disbursing Agents pursuant hereto and/or pursuant to section SOt,,

510, 544, 545, 547, 148, 549, 550, or 553 of the code.

12. Claim

A claim as such ternis defined it; Section 1015; of the

Code.

13. class

A class of Claims or Interests as classi.fi e

tls.C nf this Plan.

04. Code

The Bankruptcy Code, as defined above.

15. Confirmation Date

The date upon which the Court enters the Confirmation order.

16. Confirmation order

The order other than a minute order entered by the Court

confirming the Plan pursuant to section 1129 of the Code.

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

may be modified from time to time.

24. Effective Date

the Effective Date of the proposed Plan shall be the date of

entry of an order confirming the Plan or, if any objection is

filed with respect to confirmation of the Plan, the Effective

oate shall be the date that is the second business day after the

tenth day after the Confirmation Date.

25, Final Order

`Final Order' scans an order or judgment of the Bankruptcy

Court, or of any court of competent jurisdiction whete there is

pending an action in which the Debtor isaparty, which has not

been reversed, stayed, modified, or amended, and am' to which; a

fhe time to appeal. petition for certiorari, or move for

rearguaent or rehearing has expired and as to which no appeal,

petition for certiorari, or other proceeding for reargument or

rehearing shall thee be pending; or WI any right to appeal,

for certiorari, reargument, or rehearing shall have been

waived in writing in form and substance satisfactory to the

Debtorsl or Ic any appeal, petition for certiorari, reargument

or rehearing has been resolved by the hig heat court to which the

order or judgment was appealed timely or from which csrtiorari,

rearqument, or rehearing was sought.

26. Ga].ewick

Vincent E. Dalswick, the sole Interest Holder of Atlas,

27. Interest

The legal, equitable, and contractual righ ts resulting from

being i holder of any equity interast an Atlas.

17, Contested Claim Or Interestl

A C iaim or Ir,termst as ro which a proof of Claim cr

Interest has been timely filed onor before the Bar Date or has

been deemed filed arid that is not an Allowed Claim or Allowed

Interest.

18. court

The United States Bankruptcy Court for the Central District

of califcrnla, Santa Ana Diviaion, ir; which the Case as pending,

or such othercourt or competent jurisdiction in which the Case

say he pending.

19. creditor

Any entity that is the holder of Ii a Ctair,; that arose on

before the Petition Date; or ii; a Claim of the kind

speci fied in section 502 g , 502h, or 502 Ii of the Code to the

extent that such Claim has not been disallowed by Court order.

20. Debtor

Atlas, as defined above,

21, Debtor In Possession

The Debtor, when exercising its rights, powers, and duties

under section 1107 of the code.

22. Disbursing Agent

Atlas or any other person or entity who is approved by rhe

court at or after the Confirmation Date to act as and undertake

the duties and responsibili ties of Disbursing Agent pursuant to

the provisions of this Plan.

23. Disclosure etatement

The "Disclosure Statement of Debtor and Interest Holder

Vincent OalewiCk Describing Second Amended Joint Chapter 1] Plan,

26. Interest Holder

Any person or entity holding an Interest in Atlas Galewick

is the only Interest Holder

29. Petitinn Date

December 22, 1998, the date on which the Debtor filed its

voluntary petltnon for relief under chapter 11 of the code that

coeasenced this Case.

3D. Plan

The `Second Amended Joint chapter is Plan, as Modified on

September 1, 2004" filed lointly by the Debtorand Galewick in

its present form or as it may be amended or modified from time to

tine,

31, Plan Proponents

the Debtor and oaleuiok are the. Plan Proponents,

32. Priority Claim

Any Claim, other than an Administrative Expense claim or

Priority Tax Claim, to the extent entitled to priority in payment

under section 507a of the Code.

33. Priority Creditor

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

emtent of such Priori:ty claim,

34. Priori*ty Tax Claim

Curt am unsecured income, employment and other taxes

dascribvd by code Section 507a 181.

35. Professional Person

Any person employed or trr be compensated pursuant to section

326, 327, 328, 330, 331, 503b, 1103, or 1107W of the code.
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36. Property Of the Estate

All of the Debtors respective assets and property of the

respective estates as defined by section 541 of the Code.

37. Reorganized oebtor

Arias, a s reorganized pursuant to the Plan, as of the

Effective Date, -

36. Restricted AcoouDr

Atlas' debtor-in-possession bank account, with respect to

which approximately $42, 300 is currently on deposie and say only

he used or disbursed with court approve 1.

39. secured claim

A claim to the ext cot soch claim is secured as definedim

section 506 of the code.

40. Unsecured claim

Any claim that is not a Secured claim, Administrative

Expense Claim, Priority Tax claim, or Priority claim.

41, Unsecured creditor

Any Creditor that is the holder of an Unsecured claim, to

the extent of such Unsecured claie,

43. VNI

Vision Nevada, lmc. , a Nevada corporation.

III. CLASSIFICATION AND TREASICNT OF CLAIMS AND INTERESTS

a. Genera]. Overview

As reqol red by the eankruprcy Code, the Plan classifies

claims and interests in various classes according to their right

to priori'ty of payments as provided in the Bankruptcy Code. The

Plan staces whether each class of claims or interests is impaired

a properly noticed fee applica tion anid the court must rule on the

application. Only the amount of feel allowed by the court will

be required to be paid under this Plan.

As indicated above, the Debtor will need to pay

epproxtmately $45,282.22 worth of Administrative Expense claims

on the Effective Date of the Plan unless the claimant has agreed

to be paid later or the court has not yet ruled on the Claim. As

indicated in the Discl osure Statement and below in Section hID.

Means of Perforsimg the Plan, Atlas will fund payment of post-

conversion chapter 11 administrative expenses through capital

contributions by salewick on the Effective Date.

Additionally, Joseph has recentl ynotified Atlas and

oalewick that he and his counsel assert pre-'conversion

administrative expenses. Joseph has not filed his fima report

with respect to the chapter 7casenor amy request for pa yment of

such administrative expenses. Atlas and Gal ewick reserve their

rights to object to any request for pa ysuent of adsinistrarive

expenses by Joseph and his coonsel lure-conversion

Administrative Expenses'

2. Priority Tax Claims

Priority Tax claims are certain unsecured income, employment

and other taxes described by Code Section 507 a 181 . Atlas has

no Priori ty Tas claims,

C. C1aaified Cltajaa and Interests

1, Classes of Secux.d Claims

Atlas believes that it has no allowable Secured claims.

Only one proot of claim was filed asserting a Secured claim, but
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orunasspaired, The Plan provides the treateent cacti class will

receive under the Plan.

3, Unclassified Claims

certain types of claims are not `laced into voting classes;

instead they are unclassified, They etc not considered impaired

and they do not vote on the Plan, because they are automatically

entitled to specific treatment provided for them in the

Bankruptcy Code. As such, the Proponent has not placed the

following claims ma class. The trea tnent of these claims is

provided below.

1. Asinistrative Expense Claims

Atlministrat ive Expense claims are claims for costs or

expenses or administering the Oebtor's chapter 11 case which ate

all owed under Code Section 107a 1, including claims of

Prof essios,a 1 Persons. The Code requires that all Administrative

Expense clalms be paid on the Effective gate of the Plan, unless

a particular claimant agrees to a different treateent.

The following chart lists all of the Debtor's § 507 a I

Administrative Expense Claims and their treatment u,,der the Plan;

Mane Amount Owed Treetneunt
Spach, Gapaldi & Waansae, LLP $20,000 es6rseted pad Is IL,' en Etteshee Date Ihroegh

contraulions by Galawick
James J Joseph $6,622.77 Paid `mitt on Effecl,ee Date
Damning Gilt macseed and Keltitz LLP $13,65e.45 Psd `neat Ce Eaecliee Date
Clerk's Office Fees SUnketowe Paid stall os Effedjee Dale
Office at the US Trustee Fees $0 Paid intuit oe Eflecitee Dale

TOTAL $40,282.22

Court Approvel of Fees Required

The C ourt must approve all professional fees listed in this

chart. For all fees except clerk's Office fees and 0.1.

Trust ac's fees, the professionsl in question must file arid serve

the t claim on its face indicates that it is actuallyaproufof

Interest in affiliates of Atlas - PAys iv and Telwest income Fund,

Ltd. Accordingly, Atlas intends to file its objection to said

proof of claim.

2. Classea of Priority Unsecured Claims

Certain Priority claims that are referred to in Code

Sections 507 a 3, 41, 5, 6, end 7 are requited to be

placed in classes. These types ot claims are entitled to

priority treatment as follows: the cod e requires that each

holder of such a claim receive cash on the Effectise Dare equal

to the allowed amount of such claim. However, a class of

Priority creditors nay vote to accept deferred car, payments of a

value, as of the Efrective Date, equal to the allowed asount of

such claims.

The following chart lists all classes containing Debtor's

Sl7la 3, 4, 5, 6, and 7 Priority Claims and their

trea tment under this Plan;

CLASS DESCRIPTION IMPAIRED TRIATMSNT
YIN

5 Pnotlly unaeearsa da,,es V * Paid is lull in cash on the eel
pnrsuan to Bawiraptey Code Business Day that m 10 days
eect,os lO7lal3 after estry of an oeaer 01 tIes

Total amount of claims = Court stowing Ce disallowing
$l.83a.22 the lust ol any reqaeal tee

payment at Pre-Cotleerser
Ada'nieistrafrae Espesses

Unsecured Claixse3. Class of General

General unsecured claims are Unsecured Claims not entitled

to priority under Code Section 507 ml . The following chart

identi flex this Plan's trea tment of the class con c aining all of

Debtor's general unsecured claims:
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CLASS DESCRIPTION IMPAIRED

IV.,

2 General unsecured claims V

Total emounl of claims

$148500 lealelale 01 total

aggregate a'nourit of

Allowed Claims

TREAINES4T

* Payment etleraal N/A

* Paymentmauinleraal N/A

* Begin dale Patdtnlullin cash on the

tast belslnless day that is 30 days after

enlry ol an order of llnis Court allorssng or

disallowing the lent ol any FIIU5OI for

payment of Prn.Con'aerstort

Mmiixtsnraltee Expenses

* End date Paid in to/F in cash on tine

lirsl business da/ thaI 0 30 days slIer

entry on an order Of this Court allowing or

dlsaliowag the last of any request tor

payment of Pre-Cotnversior

Mralnisbati,e Eapensss

* inlerestrale N/A

* Begin dale = N/A

a Totst Payout $23.807oa

epproeimale, Payout equals cash or

hand as of the Eteechee Dale, less line

amount necessary to salisty all

urciassaied Pdority Tax Claims, Allowed

Pniorit/ Clams in Class I and all Altowed

Pre-Cortaersion m/stire Expenses

4 - Class of Inter..t Holder

Interest Holders are the parties who hold an ownership

interest i.e., equity interestl in the Debtor- As a

Corporation, Atlas sole interest holder is Galewick - the holder

of all of its stock. The following Chart identi ties the Plan's

treatment of the class of interest holder:

TREATMENT

Relaies isle rest as 100% shareholder

of Reorganized Debtor, whIch viii be

merged estth Vision Nenada, Inc., a

Nerada corporation, or the EffectIve

Date of the Plan

0. Means of Pert orsiino the Plan

The purpose of this Pianists/u-fold: Ill to e,ake

distributions to creditors that are greater than they won td have

receive.d through adntns' stra ticn of the previous cliaptes `y case:

provide collection services related to previously charged-off

consumer telecom debt, To provide thi .s service, Atlal'

management be lieves it would benefit Atlas to merge with a

company with a charged-off Coosuoer debt portfolio. In this

regard, Atlas has identified Vision Nevada, Inc. l"Vsrlt, a

corporatiol: wholly-owned by Galewick, as an appropriate nelger

partner. 0145's bessness has traditionally involved acquisition

and collection of charged-off debt other than telecor,-relsted

debt. VHs is interestedi ft expandir:ti its business tc include.

sition and collection of telecom-related debt,

Effective as of the Effective Date of the Plan, Atlas will

merge with VNI. Atlas shall acquire al of VNI's assets and

liabilities in a tax-free reorganization pursuant to Internal

Revenue code section 368 Ia It IC. Galewich shal lrecei ye 100',

0f the authorized and issued stock of the merged company. VMs

will be dissolved. Atlas wil lcontinue cperation- of 0141's

business.

It is important to note tl,at the application of Not's is

restricted in the event of a change of ownership of Atlas. in

effect, only Atlas, as owned by Galewick nay take full advantage

of the 505l, The IdoL's may not be sold or otherwise liquidated

to pay creditors. Any change of ownership ie Atlas such as by

an auction of the equit y interests in the company would also

destroy the value of the Hot' sunder applicable tax law.

1. Funding for the Plan

As set forth above, distributions under the Plan will be

funded by the Cash cn hand available in the Restricted Account

-51
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and 12 to allow Atlas to reorganize and preserve. certaio of its.

tax attributes /in particular, its net operating loss carryovels'

`Hot's" to offset future inCoee tax liability to the benefit of

oalewick, Atlas' sole interest holder.

Prior to re-conversion of this case, Atlas' assets l,ad been

liquidated and Joseph held approximately $42,000 in cash on hand.

The costs of administration of the chapter7case would have

furt her reduced the amount of cast, on hand and likely would have

prevented any or, at least, any meaningful distribution to

creditors of Atlas. In contrast, the Plan provIdes that Galewick

will bear the cost of the remainii:g adnanistration of the Atlas

estate by paying all allowed post -re-conversion

claims in full, consequently, rather than have che remaining

estate funds exhausted by admins strative expenses, all of the

funds on hand will be used to make distributions to creditors

holding dates as of the re-conversion of t hss case i.e., any

allowed fees of Joseph and his counsel accrued as of the time of

re-conversion and general unsecured creditors. As a result,

under chapter 11, Atlas' creditors end interest holders will

receive more in distribstioos and other benefits than they would

If the case were fully administered in a chapter 7.

Is, addition to the Plan * s benefit to creditors, the Plan

will also benefit Galewick as an interest holder of Atlas. The

Plan provides for the mergor of Atlas with another entity to

enable the post-merger Atlas to utilize substantial 1400's to

offset future income tax liability. Galewick and Atlas haae

determined that there exists an opportunity for Atlas to contlnue

its software development and collection services businesses to

`Il-

and by capital coi,tributions by Galewick for pa yreent of post-

conversion chapter II Admioistrative Expense claims.

2. Post-confination Hanageasent

As of the Effective Date, Atlas, as merged wi th VNI, will be

the Reorganized Debtor. calewi.ck will be the 1005 owner of the

Reorganized Oebtor, The Reorganized oebtor will continue to

operate its business of acqairiog distressed assets primarily

portfolios of credit card accounts and to generating income by

collecting, selling, or otherwise. dispostng of such assets,

3. Disbursing Agent

The Reorganized Debtor shall act as the Disbursing Agent for

the purpose of making all distributions provided fox under the

Plan. The Disbursing A gent shall serve without bond and shall

receive no conpensation for distribution services rendered and

expenses incurred pursuant to the Plan.

TV. TBflTStT OF CSCELLANEOUS !TEHS

A. Executory Contract. and Unexpired Leases

Atlas is not a party to any unexpi red leases and executory

contracts to be assumed or rejected under this Plan.

S. Changes in Rates Subject to Ragtalatory Cosaisaiom

A,roval

Atlas is not subject to governmental regulatory cornsission

approval of any rates.

C. Retention of Jurisdiction

The court will retain jurisdiction to the extent provided by

26 law.
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EFFECT OF CONFIPIaTION OF PLAN

A. Discharge

This Plan provides that upon the Effective Date. Debtor

shall be discharged of liability for pa yment of debts incurred

before confirmation of the Plan, to the ext ent specified in Ii

U.S.C.9 1141. However, the discharge will not discharge any

liability imposed by the Plan.

B. Revesting of Property in the Debtor

Except as proeided elsewhere i-n the Nan, the confirmation

of the Plan revests all of the Property of the Esta te including,

without limitation, all of the tax atttibutea of the Debtor.

C. Modification of Plan

The Plan Proponents ay odi fy the Plan at any time before

confirmation. However, the Court may require a new disclosure

statement and for revoting on che Plan if the Proponents modify

the Plan before confirmation.

The Plan Proponents may a'so seek to sodi fy the Plan at any

time after cor,firiaarion so long as 1 the Plan has nor been

subatanriallyconsulemated and 12 if the court authorizes the

proposed modifications aft er notice and a hearing.

0. Post-Confa.nsatioo Status Report

within 120 days of the entry of the order confirming the

Plan, Plan Proponents shall file a status re port with the court

explaining what progress has been made toward consurmearion of the

confirmed Plan. The sta tus report shalt be served on the united

States Trustee, the twenty largest unsecured creditors, and those

parties who have requested special notice. Further status

F. tinal Decree

Once rho estate has been fully administered as referred to

in Bankruptcy Role 3022, the Plan Proponents, or other party me

the court shall designate in the plan Confinamrion Order, shall

fil.e a motion with the Court to obtain a final decree to close

the case. -

Dated: September 7, 2004

::A60

MADISON a'. spAc}{,...,r.
Attorne for Debtor in

Possession

Atlas Equity, Inc.

ALLEN MATEINS LECK 6MNLE a
MALLORY LLP

Dy

__________________________________

II OtENNESAI, DIn.

At orne for Interest Holder

Vincent E Galewick

I reports shall be filed every 120 days and served on the last'

2 entities.

E. Post-Confirmation Conversion/Dismisaal

A creditor or parr y in interest clay bri nganotion to

convert or dismiss the case under § 1112b , after the 0-las is

`confirmed, if thereis a default in performing the Plan. If the

Court orders the case converted to chapter 1 after the Plan is

confirmed, then all property that had been property or the

chapter 1] estate, and that has not been disbursed purstian r to

the Plan, wil lrevesr in the Chapter 7 estate, and the automatic

stay will be reimposed upon the revested property only to the

extent that relict from stay was not previously g canted by thr

Court during this case.
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UNITED STATES BANKRUPTCY COURT

CENTRAL DISTRICT OF CALIFORNIA

SANTA ANA DIVISION

Debtor Case Number

ATLAS EQUITY, INC., dba PERFORMANCE SA9S-27044-RA

TELECOM, dba PERFORMANCE

COMMUNICATIONS SERVICES, dba ALLEN

RICHARDS & ASSOCIATES,

a California corporation

BALLOT FOR ACCEPTING OR REJECTING PLAN

PLAN: SECOND AMENDED JOINT CHAPTER II PLAN, AS MODIFIED ON

SEPTEMBER 1 2004

PLAN PROPONENTS: DEBTOR ATLAS EQUITY, INC.

INTEREST HOLDER VINCENT E. GALEWICK

TO HAVE YOUR VOTE ON THE PLAN COUNT, YOU MUST COMPLETE AND RETURN THIS

BALLOT NOT LATER THAN 5:00 P.M. CALIFORNIA TIME ON OCTOBER 5, 2004, AS SET FORTH

BELOW. THE BALLOT MUST BE SIGNED. FAXES WILL NOT BE ACCEPTED. SEE INSTRUCTIONS

ON THE OTHER SIDE.

/lfyou are a creditor] The undersigned, a creditor of Atlas Equity, Inc., in the unpaid

principal amount of S , classified as Class under the plan,

Ifyou are an equity security holder:] The undersigned, the holder of a

______%

equity interest in

Atlas Equity, Inc., classified as Class under the plan,

COMPLETE IN FULL

U ACCEPTS Plan.

U REJECTS Plan.

Name:

______________________________________________________

Address:

_____________________________________________ _________ ________

Authorized Signature Print Name and Title if any Dated

RETURN BALLOT TO: Allen Matkins Leck Gamble & Mallory LLP

Attention: A. Kenneth Hennesay, Jr., Esq.

1900 Main Street, Fifth Floor

Irvine, California 92624-7321

949 553-1313

701943 .03/OC



The plan referred to in this ba/lot may be confirmed by the court and thereby made binding on you if it is

accepted by the holders oftwo-thirds in amount and more than one-halfin number ofclaims in each class and the holders of

two-thirds in amount ofequity security interests in each class voting on the p/an. In the event thatfewer than all classes accept

the plan, the court may nevertheless confirm the plan fthe courtfinds that the plan accords fair and equitable treatment to the

class or classes rejecting it and otherwise satisfies the requirements ofsection 1129b ofthe Bankruptcy Code.

INSTRUCTIONS

I. Identif' the "allowed amount" of your Claim or Interest. This amount wili probably come

from the schedules or lists that the debtor filed or from your proof of Claim or Interest, if

you filed one. If you cannot determine this amount, make your best estimate. In all

events, the "allowed amount" will be determined in accordance with the Bankruptcy

Code, including § 502 and 1111, and the Federal Rules of Bankruptcy Procedure,

including Rules 3003, 3007, and 3018.

2. Mark your class. You will need to review the plan and disclosure statement carefully to

determine into which class your claim or interest falls. In all events, the classification is

governed by the plan itself, as determined by the plan proponents, and not by your

guesstimate.

3. You must cheek either the "ACCEPTS Plan" box or the "REJECTS Plan" box. Failure

to check either box may result in your vote on the Plan not being counted. Do not check

both boxes.

4. If you hold Claims or Interests in more than one Class, fill out a separate ballot for each

one. You may not combine different classes on the same ballot.

5. This ballot is not a proof of claim and will not be considered an informal proof of claim.

The py function of this ballot is to tally an acceptance or rejection of the plan.

6. Absent a court order to the contrary, the plan proponents' determination of how your

Claim or Interest should be counted will control. Suppose, for example, the debtor's

schedules indicate you have a Claim for $10,000 which is not contingent, unliquidated or

disputed. You have, for the time being at least, an allowed Claim of $10,000. If you state

on your ballot that you have a Claim for $17,000, the debtors will still count your claim at

$10,000.

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

Allen Matkins Leck Gamble & Mallory LLP

Attention: A. Kenneth Hennesay, Jr., Esq.

1900 Main Street, Fifth Floor

Irvine, California 92614-7321

949 553-1313

701943 .03/OC
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