UNITED STATES BANKRUPTCY COURT

DISTRICT OF MINNESOTA

In re:
Chapter 7
Peter M. Scanlan, BKY No. 04-50696-GFK

Debtor,
AMENDED NOTICE OF
MOTION AND MOTION

TO: Debtor Peter M. Scanlan, 6620 Stones Road, Northhome, Minnesota, 56661, his
Attorney, William |. Kampf, Henson and Efron, 220 South Sixth Street, Suite
1800, Minneapolis, Minnesota 55402, and the United States Bankruptcy Trustee,
John A. Hedback, 2855 Anthony Lane, Suite 201, St. Anthony, Minnesota, 55418
1. Creditors, the Minnesota Laborers Fringe Benefit Funds move the Court

for the relief requested below and give notice of hearing.

2. The Honorable Gregory F. Kishel will hold a hearing on this motion at 2:00
p.m. on November 3, 2004, in Courtroom No. 2, at the United States Courthouse, 515
West First Street, in Duluth, Minnesota.

3. Any response to this motion must be filed and delivered not later than
October 29, 2004 which is three days before the time set for the hearing (excluding
Saturdays, Sundays, and holidays), or filed and served by mail not later than September
25, 2004 which is seven days before the time set for the hearing (excluding Saturdays,
Sundays, and holidays). UNLESS A RESPONSE OPPOSING THE MOTION IS
TIMELY FILED, THE COURT MAY GRANT THE MOTION WITHOUT A HEARING.

4, This Court has jurisdiction over this motion pursuant to 28 U.S.C. 88 157

and 1334, Fed.R.Bankr.P. 5005 and Local Rule 1070-1. This proceeding is a core



proceeding. The petition commencing this Chapter 7 case was filed on June 14, 2004.
The case is now pending in this Court.

5. This motion arises under 11 U.S.C. § 522 and Fed.R.Bankr.P 4003(b).
This motion is filed under Fed.R.Bankr.P. 9014 and Local Rule 4003-1(a). Movants
request relief with respect to the exemptions claimed by the Debtor.

6. Movants object to the Debtor claiming an exemption for the Wolf Point
Resort, which is comprised of several buildings and six cabins.

7. Movants also request the Court order an independent appraisal of the
property to determine the fair market value of the portion of the property containing
Debtor’'s homestead and the portion containing Wolf Point Resort.

Wherefore, the Minnesota Laborers Fringe Benefit Funds move the Court for an

Order:
1. Sustaining the Movants’ objection to the Debtor's homestead exemption;
2. Requiring an independent appraisal of the property; and
3. Such other relief as may be just and equitable.

Date: September 30, 2004 McGRANN SHEA ANDERSON CARNIVAL

STRAUGHN & LAMB, CHARTERED

By __ s/Pamela Hodges Nissen
Pamela Hodges Nissen
Atty. Reg. No. 259810
Amy L. Court
Atty. Reg. No. 319004
800 Nicollet Mall, Suite 2600
Minneapolis, MN 55402
Telephone: (612) 338-2525

Attorneys for Creditors, Minnesota Laborers
Fringe Benefit Funds



Verification.

I, Pamela Hodges Nissen, attorney for the Minnesota Laborers Fringe Benefit Funds
named in the foregoing notice of hearing and motion, declare under penalty of perjury
that the foregoing is true and correct according to the best of my knowledge, information
and belief.

s/Pamela Hodges Nissen
Pamela Hodges Nissen

Subscribed and sworn to before me
this 30th day of September, 2004.

s/Nicole L. Lindemann
Notary Public




UNITED STATES BANKRUPTCY COURT

DISTRICT OF MINNESOTA

Inre:
Chapter 7
Peter M. Scanlan, BKY No. 04-50696-GFK

Debtor,
CREDITORS' MEMORANDUM IN
SUPPORT OF THEIR OBJECTION TO
DEBTORS’ CLAIMED EXEMPTIONS

SYNOPSIS

Creditors, the Minnesota Laborers Fringe Benefit Funds object to the
homestead exemption claimed by the Debtor Peter Scanlan in this Chapter 7
bankruptcy proceeding. Scanlan claims a homestead exemption for the Wolf

Point Resort. The Creditors object to that exemption.

STATEMENT OF FACTS
The Minnesota Laborers Fringe Benefit Funds (hereinafter “Funds”) are
multi-employer, jointly-trusteed fringe benefit plan created and maintained
pursuant to the Labor Management Relations Act of 1947 (LMRA) and Employee
Retirement Income Security Act of 1974 (ERISA). Affidavit of Pamela Hodges
Nissen (hereinafter “Nissen Aff.”) 1 2. On October 3, 2000, the Funds initiated a
lawsuit for the collection of unpaid fringe fund contributions against Specialty
Building Services, Inc. (hereinafter “SBS”) and Peter M. Scanlan (hereinafter
“Scanlan”) individually in United States District Court for the District of Minnesota.

Id. at 3. The Funds obtained a judgment in the amount of $220,820.18 against



SBS and Peter M. Scanlan. Id. at 4, Ex. A.

On June 14, 2003, Scanlan filed this Chapter 7 Bankruptcy proceeding. *
On June 29, 2004, Scanlan filed his schedules listing, among other things, his
exemptions. Pursuant to these schedules, the Scanlan claims a homestead
exemption for property located at 66200 Stones Road, Northome, Minnesota
56661 (hereinafter “property”). A property sketch shows that the property
contains a one story frame house, boat house, shed/gameroom, hot tub building,
and six cabins. See Property Sketch, attached to Nissen Aff., as Ex. B. Scanlan
operates this property primarily as a resort and earns income by renting the
cabins. See 2003 Income Tax Return for Peter M. Scanlan, attached to Nissen
Aff., as Ex. C.

In the exemption schedule Scanlan lists the fair market value of the
property to be $375,000.00 secured by a mortgage in the amount of
$175,000.00. However, a limited appraisal that was conducted in February of
2004 values the property at $400,000.00. See Limited Appraisal attached to
Nissen Aff., as Ex. D. In a personal financial statement completed in connection
with a mortgage application in December of 2003, Scanlan indicates that his real
property is valued at $395,000.00. See Personal Financial Statement of Peter M.
Scanlan, attached to Nissen Aff., as Ex. E. Finally, on a Uniform Residential
Loan Application completed by Scanlan in December of 2003, Scanlan indicates
he owns real property valued at $475,000.00. See Uniform Residential Loan

Application, attached to Nissen Aff. as Ex. F.

! On May 19, 2003, Scanlan initiated a Chapter 7 proceeding on behalf of Specialty Building
Services, Inc. See Court File No. 03-43680



ISSUES
1. Whether the Scanlan is entitled to exempt the entire Wolf Point Resort
property as a homestead pursuant to Minnesota Statutes 510.10 and
whether an independent appraisal of the property should be ordered.
ARGUMENT
LEGAL STANDARD
Upon the filing of a bankruptcy petition, all of the debtor's property
becomes part of the bankruptcy estate. See 11 U.S.C. § 541. "The Code,
however, allows the debtor to prevent the distribution of certain property by
claiming it as exempt." Taylor v. Freeland & Kronz, 503 U.S. 638, 642, 112 S.Ct.
1644, 1647, 118 L.Ed.2d 280 (1992). Exempted property is no longer part of the
bankruptcy estate. To claim an exemption, "[t]he debtor shall file a list of property
that the debtor claims as exempt. "Unless a party in interest objects, the property
claimed as exempt on such list is exempt." Abramowitz v. Palmer, 999 F.2d
1274, 1276-77 (8th Cir.1993). To object to an exemption, a party in interest must
"file an objection to the list of property claimed as exempt ... within 30 days after
the meeting of creditors held under 8§ 341(a) is concluded or within 30 days after
any amendment to the list or supplemental schedules is filed, whichever is later.”
Fed. R. Bankr.P. 4003(b).
. SCANLAN IS NOT ENTITLED TO EXEMPT THE ENTIRE PROPERTY
UNDER THE HOMESTEAD EXEMPTION AND AN INDEPENDENT
APPRASAL SHOULD BE ORDERED

A. Scanlan is not Entitled to an Exemption for the Portion of the
Property Comprising the Wolf Point Resort.

In Minnesota Debtors may elect to use either the exemptions set forth in

the Bankruptcy Code or the exemptions allowed under Minnesota's state



statutes. See In re Martin, 297 B.R. 750, 751-752 (8" Cir. BAP 2003); 11 U.S.C.
§ 522(d); 11 U.S.C. § 522(b)(2). In the present case, Scanlan elected to use
Minnesota Statutes. Minn. Stat. 8 510.10 provides for a homestead exemption
as follows:

The house owned and occupied by a debtor as the debtor's

dwelling place, together with the land upon which it is situated to

the amount of area and value hereinafter limited and defined, shall

constitute the homestead of such debtor and the debtor's family,

and be exempt from seizure or sale under legal process on account

of any debt not lawfully charged thereon in writing, except such as

are incurred for work or materials furnished in the construction,

repair, or improvement of such homestead, or for services

performed by laborers or servants and as is provided in section

550.175.

The purpose of the homestead exemption is to secure a debtor's home
against uncertainties and misfortunes of life and to preserve the home as a
dwelling place for the debtor and his or her family. In re Stenzel, 259 B.R. 141,
146 (8" Cir. BAP, 2001). The limitations placed on homestead exemptions are to
ensure the debtor does not unfairly retain assets. In re Kyllonen, 264 B.R. 17 (D.
Minn. 2001). The plain language of Minn. Stat. § 510.10 allows an exemption for
a single house owned and occupied by a debtor. Minn. Stat. 8 510.10 does not
allow for an exemption for other residences or dwellings located on the property
not occupied by the Debtor. Consequently, Scanlan should only be granted an
exemption up to the value of the house he actually resides in and the
surrounding property upon which the house is situated, not the value of the
parcel as a whole which includes the Wolf Point Resort.

The Eighth Circuit Court of Appeals has held that under similar

circumstances, the nonexempt property cannot be included in the exemption.



Duffy v. Tegeler, 19 F.2d 305 (8th Cir.1927). In Tegeler, the debtor claimed as a
homestead exemption, a tract of land containing the home of the debtor and
certain buildings used as an amusement park. These other buildings consisted
of a dance hall, a small clubhouse, refreshment stands, and summer cottages.
The Court held that nonexempt buildings did not impart their nonexempt
character to the land upon which they stood because they were temporary
structures that could be removed without damaging the land and without
suffering depreciation. Id. at 307. The Court went on to note however, if the
nonexempt building became part of the land, they would impart to that portion
upon which they were situated their nonexempt character. Id. In this case, the
boat house, shed/gameroom, hot tub building, and six cabins for the Wolf Point
Resort are not temporary structures, and therefore not only the value of the
buildings, but also the value of the real property upon which they are situated,
are all nonexempt.

Likewise, In re Shepardson, 28 F.2d 353 (D.C.Cal. 1928), the Court held

“Where the claimant is established upon the property for the main

purpose of engaging in a certain business, and uses a portion

thereof for dwelling purposes only, that may be convenient to that

business, it may not be said that the property comes within the

purpose of the statute allowing homestead exemption. On the other

hand, where the place is primarily the home of the family, and some

business is engaged in on the premises in an incidental way, the

conduct of such a business does not deprive the owner of the right

to his homestead claim”

Here, Scanlan’s occupancy on the property is incidental, the main purpose

of the property is to conduct a resort business. In 2003, Scanlan earned gross

profit of $42,769.00 from operations related to the resort but earned only



$3,000.00 from wages, salaries, and tips. See Ex. C to Nissen Aff. Thus,
Scanlan should not be allowed to claim a homestead exemption that portion of
the property associated with his resort business.

B. An Independent Appraisal of the Property Should Be Ordered

The Court should order an independent appraisal of the property to
determine the fair market value of the portion containing Wolf Point Resort and
the portion containing Scanlan’s homestead. On his exemption schedule,
Scanlan lists the fair market value of the property as $375,000.00. In two
separate documents executed prior to Scanlan’s filing of this Chapter 7 matter,
he estimates the fair market value of the property to be $395,000.00 and
$475,000.00. See Ex. E, F to Nissen Aff. In addition, an appraisal of the
property conducted in February of 2004 estimates the fair market value of the
property to be $400,000.00. See Ex. D to Nissen Aff. However, none of these
documents divide the parcel into its separate sections to determine what the fair
market value of each is. Without an independent appraisal, the Court has no
way of determining the value of Scanlan’s homestead exemption nor of
determining the value of the Wolf Point Resort which is not exempt and should
be returned to the bankruptcy estate.

CONCLUSION

Based upon the foregoing, the Creditors respectfully requests their
Objection to the Scanlan’s claimed homestead exemption be sustained and an
independent appraisal of the property ordered, with Scanlan’s exemption limited

to the value of his house and the immediate property upon which it is situated.



Dated: September 30, 2004 McGRANN SHEA ANDERSON CARNIVAL
STRAUGHN & LAMB, CHARTERED

By s/Pamela Hodges Nissen
Pamela Hodges Nissen
Att'y Reg. No. 259810
Amy L. Court
Att'y Reg. No. 319004
800 Nicollet Mall, Suite 2600
Minneapolis, MN 55402-7035
Telephone: (612) 338-2525

Attorneys for Creditors, Minnesota
Laborers Fringe Benefit Funds



UNITED STATES BANKRUPTCY COURT

DISTRICT OF MINNESOTA

Inre:
Chapter 7
Peter M. Scanlan, BKY No. 04-50696-GFK
Debtor,
AFFIDAVIT OF
PAMELA HODGES NISSEN
STATE OF MINNESOTA)
) SS.

COUNTY OF HENNEPIN)

PAMELA HODGES NISSEN, being first duly sworn upon oath, deposes and
states:

1. | am the attorney for the Minnesota Laborers Fringe Benefit Funds
(“Funds”) in this Chapter 7 bankruptcy matter.

2. The Funds are multi-employer, jointly-trusteed fringe benefit plan created
and maintained pursuant to the Labor Management Relations Act of 1947 (LMRA) and
Employee Retirement Income Security Act of 1974 (ERISA).

3. On October 3, 2000, the Funds initiated a lawsuit against Debtor Specialty
Services Corporation and Peter M. Scanlan for the collection of unpaid fringe fund
contributions in United States District Court for the District of Minnesota.

4, The Funds obtained a judgment in the amount of $220,820.18 against
Specialty Building Services, Inc. and Peter M. Scanlan. A true and correct copy of the

judgment is attached hereto as Exhibit A.



5. Attached hereto as Exhibit B is a true and correct copy of a property
sketch for the property located at 66200 Stones Road, Northome, Minnesota.

6. Attached hereto as Exhibit C is a true and correct copy of the 2003
Income Tax Return for Peter M. Scanlan.

7. Attached hereto as Exhibit D is a true and correct copy of the Limited
Appraisal for the property located at 66200 Stones Road, Northome, Minnesota
conduced in February of 2004.

8. Attached hereto as Exhibit E is a true and correct copy of the Personal
Financial Statement of Peter M. Scanlan completed in December of 2003.

9. Attached hereto as Exhibit F is a true and correct copy of the Uniform
Residential Loan Application of Peter M. Scanlan completed in December of 2003.

10.  This affidavit is made in support of the Creditors’ motion Objecting to the

Exemptions claimed by the Debtor.

FURTHER YOUR AFFIANT SAITH NOT.

s/Pamela Hodges Nissen

PAMELA HODGES NISSEN

Subscribed and sworn to before me
this 30™ day of September, 2004.

s/Nicole L. Lindemann
Notary Public




EXHIBIT A

(Nissen Affidavit)



UNITED STATES DISTRICT COURT
DISTRICT OF MINNESOTA

MINNESOTA LABORERS HEALTH AND Civil No. 00-2245 DDA/FLN
WELFARE FUND; MINNESOTA LABORERS

PENSION FUND; MINNESOTA LABORERS

VACATION FUND; CONSTRUCTION LABORERS’

EDUCATION AND TRAINING FUND OF

MINNESOTA AND NORTH DAKOTA,;

MINNESOTA LABORERS EMPLOYERS ORDER
COOPERATION AND EDUCATION TRUST,

Plaintiffs,

VS,

PETER M. SCANLAN, d/b/a S.B.S. ENTERPRISES,
and SPECIALTY BUILDING SERVICES, INC,,

Defendants.

McGrann Shea Anderson Camival Straughn & Lamb, Chartered, by PAMELA HODGES NISSEN,
Minneapolis, Minnesota, for Plaintiffs.

Oppenheimer Wolff & Donnelly LLP, by TIMOTHY P. KRSUL, Minneapolis, Minnesota, for
Defendanis.

The Eighth Circuit Court of Appeals issued its mandate in this case on March 26, 2004, [n
accordance withthe opinion of the Court of Appeals, this Court’s order for judgment and judgment dated
November 8, 2002, are hereby VACATED. The Clerk shall forthwith enter judgment as follows:

It is ordered, adjudged and decreed, that Plaintiffs shall have and recover of Defendants
Peter M. Scanlan and Specialty Building Services, Inc., jointly and severally, the amount
of Two Hundred Twenty-three Thousand Eight Hundred Twenty and 18/00 Dollars
($223,820.18) for fringe benefit contributions, liquidated damages, interest, and
attomey fees and costs.

Dated: April 13, 2004
S/ Donald D, Alsop
DONALD D. ALSOP, Senior Judge
United States District Court
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Pamela H. Nissen

From: ecf-notice@mnd.uscourts.gov

Sent:  Tuesday, April 13, 2004 3:34 PM

To: ecf-notice@mnd.uscourts.gov

Subject: Activity in Case 0:00-cv-02245-DDA-FLN MN Laborers H&W Fund, et al v. Scanlan, et al "Order"

***NOTE TO PUBLIC ACCESS USERS*** You may view the filed documents once without
charge. To avoid later charges, download a copy of each document during this first viewing.

U.S. District Court
District of Minnesota

Notice of Electronic Filing

The following transaction was entered on 4/13/2004 at 3:33 PM CDT and filed on 4/13/2004

Case Name: MN Laborers H& W Fund, et al v. Scanlan, et al
Case Number: 0:00-cv-2245
Filer:

Document Number: 41

Docket Text:

ORDER vacating Court's order for judgment and judgment dated November 18, 2002. Judgment shall
be entered as follows: It is ordered, adjudged and decreed, that Plaintiffs shall have and recover of
Defendants Peter M. Scanlan and Specialty Building Services, Inc., jointly and severally, the amount of
Two Hundred Twenty-three Thousand Eight Hundred Twenty and 18/00 Doilars ($223,820.18) for
fringe benefit contributions, liquidated damages, interest, and attorney fees and costs. Signed by Judge
Donald D. Alsop on 04/13/04. (dak)

The following document(s) are associated with this transaction:

Document description:Main Document

Original filename:n/a

Electronic document Stamp:

[STAMP deecfStamp _ID=1051215216 [Date=4/13/2004] [FileNumber=157052-0]

[60fecb73b0531154f7075cc9664e14526e5d9dee820b7d262fd2f838ec3ac8d09455
8d3f6d50f4acdbe5577d85a2a00cf883445f4840b258b51a33b8bcad6cotf]]

0:00-cv-2245 Notice will be electronically mailed to:

Kristin L Boetticher  kristin_boetticher@atk.com

Timothy C Krsul  tkrsul{@oppenheimer.com, jseeger@oppenheimer.com
Pamela Hodges Nissen  phn{@mcgrannshea.com

Leonard B Segal Isegal{@obermansegal.com

4/14/2004
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N it
0:00-cv-2245 Notice will not be electronically mailed to:
Richard Lindsay Evans
Xcel Energy - MN Govt Affairs

145 University Ave W Ste 470
St Paul, MN 55103

4/14/2004
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(Nissen Affidavit)
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EXHIBIT C

(Nissen Affidavit)
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Add nea 51 througn 67, Thama 2/ your ot peyments e isesrases in- > | e 2,156
I line 68 is more tan 1e GO, SUBIFICE bve €0 From fine €3, Thia ia thy Amaunt you avarpaid X 1, 743
(et oepowi] 0@ Amount of floe BR you want refu Y0 e e L L 1,743
Scomoe® b Routing rumbor 1 » o e [] cracna [] Savings
700, and 704, P 4 Avccount number
71__Amount of ine 63 you want soplied ta your 2004 eximened g b | 79 | L
Amount Y2 Ao yau owe. Subiract lina B8 trom bng B0, For detnlls on how 1o pay, asspage 57 W | 72 .
You Ows I3 Extmaing o penolly (08 0OHS 50) onyassiiioenes s siszacasis | 23 ' R
Third Party Do you wort to atiow 2nather parson 1o dlscuas this retum with the IRS (xas paga 58)? ] Y-s-OowTih_oﬁiw- Nao
Dasigrmv'e Porsnd ientification number (PiN) P
Uesignee > Phogs pe [ e S SP———
lgn v L o et o 318 o o wHich CCRBASt o6 By EAGINEGPS.
Hore Your sionatum Oeta Four oetpaon Daysme phors Aumber
Joim retum? PLDG MAINT/RESORT OWNRER
Seapags 20.7  gooees sigrsture. f & fuin return, Both most sign. Duls | Spouse's mowaten
Kobp B CopY
for your ;
records, =
Paid M’ _ 1/22/04 | ssrempiopwea P00254161
Praparers Frms nome (or counting Ass :L;t . BN 06-1698282
Use On} {1 BIF-amOIN ), 9205 N Lexington Ave Fhone o,
Y :!:n.mnrm Cirele Pineg _MN 535014 763-784-4842
Form 1040 (2003)
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SCHEDULE C Profit or Loss From Busingss |_omo Mo 15430076
{Form 1040} [Bole Froprietorship) 2003
¥ Partrarshipa, Jotnt vartures, #{E., must fle Form 1083 ur Form 10858,
> Ausch to fero 1040 5r 4041, B Bixe itenctions for fshedule C (Perm 1040) Senanote. 09
( Bocial secutily number (SSN)
FRETER M SCANLAN 475-88-5789
A Principsl business or piteasion, (cluding product or sendee (sae page G-2 of ihe Ingtructions) 8 Ent code frompeges C-7, 8, # 0
CABIN RENTAL » 721210
¢ Bysineas namo. If NG 3EPAr3E DUNNES S name, oty D3Nk, 8 Employer 1 numbaee {EW), If any
WOLF PQINT RWEORT
£ Business a0drond (including SUite of roam no ) ..__.5!5_200,,.31‘983. ROAD R PTPTR U
town or STMR By I NORTHOME MH 56651
Accounting method: ) @ Cash (9 L] acovs (% ] Omertspeaty® L
G Dldyou'matsdzltymmdp@te hhowemumolwanusmmaunngzma?ltw asa page C-3 for kmit on sosses . Yeos l l No
0 . i e iapisie.s eas N
1 Gioss recolpts or antes. Coutian. if iis Inoome was cepdrtant o you on Form W-2 gnd he “Slatutory
employss® bax on that fofth wis checieo, sec poge C-D acd ehask haee o » D 1 42,381
? R.Iums m amm ...... I R T T AR I SR I R R Y T R T N L L IR I B S I
3 SuUBCEER ZBOMENG T e 3 42,381
4 Coutof goods soid (from Hoe 4Zonphoe2) ., TR SO 4 612
£ Grossprofit. Bubtsctlinad from ine X $ 41,769
& Qv kioomd, Inchuding Fogava) poit clite Qusolre OF fnd tun cradl of pefund (e page .y [ ]
7 in L Addlneg Sand 6 ... R 41,768
' 1 nges. Ener sxpensey Ior busmgu uug of ygg;_bo_migmy__w .
8 Asverdsing '3 19 Pension snd prafi-gharng olsns 191
®  Cerund tuck expenses #  Rentor leass (pas page C-5): i
{seepageC® ] 4,663] & Vohiles, machinary, ond equipment | 20a
10 Commissions apd fees 10 b Otherbumneas property o2,
11 Gontract labor 21 Ruparsand malolenarce 3 4,083
(sespagaC4) .. ..., 1 IZ  Suppfes (ot kwduded in Partiy 22 3,528
1 Depledon 12 23 Taxes and luetaes 23 3,374
13 Depresiabon and saction 179 N 24 Travel, mésls, dnd oetertainment: i
sxponge gaduckion (ool inckated a T L. L
nPadlil) (see poga C4) 5,687) b wmeslsond
14 Enpioyes benafit programa muinmnl
{otherthanan bne 19} | 14 € famdaduc
14 Insurance tolver han eat) ] 1 1,957 m&m
18 Intergst o0 paga -5)
F mngaosmidwm ex.) | {18a ¢ Bubbmothno 4cfron fne 24b Ly
b T 1 3,234} 25 ties 26 9,838
" Lml and professionst 28 Wagpos (iesa nmplaymem mm
services L 17 2T Qiner axponses {from lns 48 on
16 Office exponsa 1 886 3 Y IO TP & 9,645
P rm!mmbtm:waesmbuumms une of home, Add ings B ihvough 27 ncdumns > | 2% 46,896
23 Tenstive proft {ioss). Subvact e Zofrem o7 e ~3,3137
30 Expunsas for business uss of your homu, Atach Porm 8820 bt
31 Nel profit or {lozs). Sublract kg 30 from line 29,
®)f 3 profit, enter on Form 1040, Hne 42, and siea on Schedule SE, Hne 2 (staurtory empioyees,
o0 poge C-6). Egtaien and wnuzty, antar on Form 1041, bine 3. n -5,137
#1f 5 lggs, you mued go to fina 32.
32 Ifyou hawe o losa, theok the box that descdbas youlr lvestroent in thig aclvity (soe poge C-6).
8 you chacked 373, anter the 1085 0n Form 1040, Tine 12, end also on Schudule AL, jinn ¥ e AL Wreasunent ks il AR,
(stakriory employees, sen page G-8). Extates Bnd Irusta, enter on Form 1041, iinw 3, 32b | ] Someinvasimestis not
it iy ohecked 320, vou it attech Pory 8189, ek
Schedute C {Form 1040) 2003

For Papnrwork Rosuction Act Natice. saa Form 1040 Instruations,
DAA




B1/22714 4133y JoANs - CPA LTD > 12158975970 . MCH 327 a7

e
FPETER M SCANLAN 475-88-5788
valug glasing Inveniory: & Caxt Y D Lorwer Of coat or marke! € D Qthar (attach maprlanaton)
3 Was ihers any ohangs in delenining quaniities, cozts. oy volugtons betwoen ppening and doging ifventary if
“Yes," aton cusmation . e O vee B
35 Inveniory at baginning of year,  difforaat from iaat year's clogling inventory, aitach explanation $5 il
36 Purchapur iess cost of iems withdrawn forpevsonaluse s 612
3 Costotlabor. Do notinciude any smounts pald g yooueslt L LM
W Malriale and SUPBE | e s
39 Omrercosts | LE e e e 3
W Addbresbtwougndn TR b e e e 40 612
41 Ivontorystendofyem e, 9 9
42 cout of ngo. st g : JHog d 42 612
Zretartyy Informallun on 'rour Vehwie. C-ornp!ete this part onty if you are ¢lalming car or truck expenses on
lire 9 and are not required 1o fike Farm 4562 for thie bueinoas. Saae tha instructions for fine 13 on page
C-4 to find gut it you must flle Form 4582, —
43 vihen okl you piace your YehiGIE in Sorvice fof Dusinezs Purposes? (moulll, Jor, yesd  01/061/02
4 Of the tort number of miles you drove your vahics during 2003, entsr tha number of miles you used your wehitde for:
s Buseess 12,727 b Commemng | 1,800 ¢ ohe 3,273
............................................... He
.......................................... No
.................................................. No
N My
w buainess expenses not Included gn ihes 8-28 or line 30
........................................................ T T T T T T 1'937
OB AN G 3,584
e, TP PP 563
. BAYTELITE TV e e e e 714
, CBLL PHONE SOOI PP P AU e 2,441
48 Yoipi other uxpanano. Emerhoroandonpage 1, ine 27 L Lo TR . . 9,64%
Yeeguls C (Form 1040} 2003

DAL
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BCHEDULE C Profit or Loss From Business OMB No. 15450074
{Form 1040} (S0% rroprlew"mp) 2003
P Partnecshipe, Joint venturex, ate., must file Form 1064 or Parm 10858, .

n41, » Sos tmytruciion for Schedud € {Form 1949}, %JQ

Nema of popreion Social ascurtty nembaor (SEN)
PETER M OCANLAN 475-88-5789

A Principat tusiness or profession, incuding product or service (3e¢ pege C-2 of the nsictions) 8 Entor tode (rom papes CoT, 6, & &

BOBCAT SERVICES

p 9559359

Humtnase aama, if no sepasiwls usitiess name, fgave tiank.

I Emgloysr 1D number {EM)], ¥ any

66200 STONE ROAD

......................................................

F  Busingds 8darass (Inclutding $uitd of fopm no )P

.....

.................................

¥ Ity surw) ZP Code NORTHOME
Accounting method: M é Cauh 12} UAcabal 2 Domcf(upodfy}l‘

1 Gross reonips of sedes. Caution. H Gia Income was rported W you on Form W.2 and te "Stakitory
ompioyeq” bax on that form was chacked, st page 02 arwl chat nere » D 1 6,400
2 Rmaﬂﬂmﬂ ..................................................................................... 2
.............................. U PSP UURUPRRDRRRUPURS - 6,490
.................................................................. ¢
.................................................................... 5 6,400
Other Incoimo, inchating FOOSN 3N0 SN GR el mwmumtmmﬁﬂ _________________________________ &
e e s A e [ AW 5,400
luao nfmgb_gmnnul!on]]na 1{) -
Pension and profitaharing plans ]
20 Rentor leasa (399 page C-5). ¢
o  Vvahiclos, machinory, and aquinment | (208}
b Oterbusinessproparty . £l
21  Repolm and malntenanee b4 .
(seepapeC4) . ,.......... ... 11 32 Bupplles {natingsdad in Part 1) L
12 Depltton 12 B Taxesondbcondes 23
13 Depeciutcet and section 178 M Yavel, maals, ang antenainmant
azpense Jetuction (Nt Incwied a Travel . e e ¥
in Pact ll) (s0m page C4) 12 b Maak And
14 Empkyee benefit programa entartainment
{otharthanon fme 18} 14 < E’;ﬁm"
18 Inauranca {other tian hasith) 5 clidad on Bna 248
46 Interest: ( fuoe g C-5)
1 Morigege {peid ta banks, etc.) 183 d  Eubtectime 24c from iine 24b | Ao
& Omer L 18 2% ules L
17 Lapal end prafessional 2% wm{lmunpiowmlaadlm}_m._ 5
senvices - 17 27 Oitwer arponsas {from ing 48 An
18 Offico oxpanss 1 DRl Ry e L | 87
20 Total axpenaes baftvs axpenses for businuas 1ise of home. AcG fines 8 twouph 27 incokemns . P | 2§ 0
28 Tentalive profit floss). Subtactlisa 2BHOMIAB T | . e 2t 6,400
W Eupenses for busineas usk of your home. Atach Form 8820 50
31 MatpeoM or {l035). Subtract ine 30 from ing 5.
®if g prot, sater on Formn 1040, #ne 12, and dise on Suneduls SE, Nne 2 (salulory smploysss,
200 pags C-B). Estatoe ndt Inaila, enter on Form 1041, e 3, 21| 6,400
$If 8 1065, you Mmust go to Ene 32,
32 ¥ you have & doss, chatk the box that duacrbas your invarsiment in this actMity (see page C-6).
®1f you chacked 323, enler W 1058 oo Farm 1040, line 11, and slso on chadule 3E, line 2 } 32a All nyesioent 6 at k.
{sbrbsiovy employces, zoa page O-B). Extales ong truxts, entar on Forh 1041, W8 2. I Boma lwvastmont i rot
®11yo0 checked 528, you must affach Form §199. Ao
Alyoo vy §138 Schudule € (Form 1040} 2003

For Faporwork Redustion Act Notlos, see Form 1040 instructions.
DAA
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[or31. ]
SCHEDULE SE

Self-Employment Tax

Numdpumm snramplwlhmlwmnm Fafm 1040)

475:88-578%

PRETER M SCANLAN
Who Must Fita Bohedule SE
You must Rz Schedule S8 i

* You o et wankuge SO0 seti-empigymant kom other then chisrh amplayes inoome (e 4 of Short SEMedUR SE or Tine 4 of

Long Grhodule SE) of $400 or more or

®  You hag ehurch empioyed ingoma of $106,36 & MOMe. INCOMe from services yYou perdurmed a8 o minister or @ momber of a

Jdipury e M not church employes ingomeo ($o9 pape BE.1),

Nezto. Even If you had a joss or & small amount of ncoine from seft-employment, it may be 1 your benedlt 1o fle Schedule 3E and

usa githor “optional mathod® in Part 1 of Long Behedine BE {see page SE-3)

Excoption. f your only sulf-aripioyment income vea from ssrminge 35 0 miniser manibior of a religicus acder, or Chrstian Scenoe
praciiboner end you fllad Form 4361 and received IR approval not (o be taxgd on thosa asmings, do not fils Sohedide SE. (nstead,

write “Exempt-Foom 43817 oo Form 1040, lna 55.
May | Uge 8hort Schadute BE or Must | Use Long Schedule SE7

v) z
Ne .L Yos
Am Yo @ mintziler, mbsyibar of B rebiiaut onder, or Chirktion
wwﬁmwmmwmimmuw You :mﬂwhwidmmmmam:;ﬂm Yes
] rafirosd reliromient § YOUr Tt vy
;r;mmmu:mgmmmmwm mort than $47,0007
|
Are you aing one of the aptionel MNwXLA to Ague your (0 | Yos|
amioge (cmw pipe 38317 Yo
l (84 {4 you racmivs o3 subleot o sacis senurty ar Mediaars tax Yvs
No thay you dhd not repart 1 your smpicym?
D e maceive Chuth SMDCYDR INCOME fenoned 0 fonn &
W-2 of S1404.28 ar mam?
‘ No . Jf
Uce edvi¢ Y& Bol __J **—4_‘ You: Mu " sdulo §E s 2
Sectivn A-Bhort Sohodule SE, Caution. Read abova 10 see if you can use Short Schedule 8E.
1 Nt farm profit a¢ (loss) om Sciwduie £, ine 3B, and frm partnerships, Schadule K-1 (Form
OB 0 A0 i e s e e e s 1
2 Ret profit of {less) from Schedule C, Wne 31; sdnduioc-eznma.wx-1;rmn1oas)
M2 158 {other than teming), and Schedule K1 {Fonn 10858}, bax §, Meslaters end membarns
of rediplous Ordrs. aee pago SE-1 ¥ amounts 1D repon o (s ne. See page SE-2 for ot
ICOMB S IPOT || | et e e 2,923
BCOMBIMINEI TAM2 e e s 3 2,923
4 Net sarnings from ssif-employmant, Muliply Hnaahy 92.36% {.8235). If leas than 5400,
do oot fio this schedue; you 50 not owe self-employment tax e e N LG 2,699
3 Satfemplopyiint tex. If the amoudt ah Hne 4 ia:
B $A7.000 or less, multiply line 4 by 95.3% (. 163). Enter the reeuit hate and on

Form 1044, fine 33,
®  fdore man §57.000, munlply ine 4 by 2.8% (,026). Then, add $10,788.00 ko the
razult, Entor s total hees and o Form 1040, Ane §5.

& Doduntlon for one-hatl of seif-ampitdyment tasx. Midtinly (e 5 by
ggﬁ‘.§}.Eﬂ!ﬂ\0ﬂt§ﬂ!ﬁ§aﬂqmmm1ﬁ0,ﬂmﬂ, b Admamica

For Papsewark Haduction At Notine, 509 Form 1040 Inshuctions.

Schaduia 8 (Rorm 1040} 2004
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SCHEDULE EIC Earned Incomo Credit S040A

(Fonm 1040A or 1040) Qualifying Child Information ™ |-
. _ 189 J gie
Compieio and attach \a Foem 10404 ar 1040

s Rovsre denace. o9) 00y I you have 3 quaiying chir

Mampizj shown on retum Your social sacurlty mymbet
PETER M SCANLAN
475-9§8-%78B9
Beforo you begyin: See #19 iasiructinns for Form 10404, ling 41, or Form 1040, line 63, 5o make sure ti

{3} ypu ca0 Bk e £1C and (b) ypu have & gqualifying ohitd.

* |f you taka the EIC even though you are not eligible, you may not be allowed to take the creddt for up
to 10 years. Sea back of schadule for details,

® It will take us longer to process your retumn snd issue your refund H you do not fill in ail lines that apply
faor each qualifying chitd,

¢ fa sune the child's name on fine 1 and social secutity number [SSN) on line 23 agree with the child's
socisl eacurity card. Ctherwise, at the imo we progoee your return, wa may teduoa or disaliow your
EIC. i the nama or SSN on the chlid's gocial security card is not correct, cali the Social Security

Adminigtegtion at 1-800-772-1213,

Qualifying Chikl Information Chitd 1 Child 2

1  Child's name Pl niume Last apma Firpt narma L2t npve
¥ you Nave choOte Suan vl Guifying childred, you
have ke w ¢ | SHAUNA BCANLAN
2a Child's BSH
Tha child musi heve an BSN 23 Jeinad on page 433
of 1 Forme 1040A Ingtnuione o page 47 of fo
Form 1040 ingtructions uniass the Gkl wos boin
ot ctad Ky 2003, 1 yoUt S waas Do r) e in
2003 wnd &t nat have an 88N, ¢Ater "Dind™ & TN
Mach of Kirlh cortifca. 474-25-8586
hﬁh&d‘owdbiﬂh Year 1935 Yaw

1 boxrt afvar 1084, a¥dp fnps 3 It bown nitar 1984, skip Snes 38
wnd 3 po (o bne 4 and 3b: go o ne 4.

D Yas, D No. C] Yoz. D No.

G to fipe 4. Continve Goto Mnn d cantine

3 ¥ the child was bom befora 1955«

3 W tha ohifd undar agd 24 &t the one
of 2003 and 3 shudent?

b Was e child pormoanantly sind oty - E] Yec. D Na. D Yas, D Ho.
Oisubied during any pant of 20037 Continue T ohiid i» nota Comtinin The child fs hota

—uiving o, —quetdngehid.

4  Chitd's relatiomhip ta you
(ior mxampla, son, daughter, grandohiid,
claoy, raphew, fogtar Sdld, gie} Daughter
& Numbaer of Moathe chiid Hvad with
¥ou In the Upites Btates guring 2003
® 1 g chd Hvad with you bor more then bl &l
2003 it lese than T montha, ankar 7
& i i b/l wak bom o died b 3003 end your 2 manths —_ monihg
howtg woe the ehild's harme for the sntre dma Do nod enter more than 12 months. Da neit entar more thao 12 manths,

— 0 ¢ Gy wepeh v churieg 2003, dcverYgT,

You may $s0 bo 3be Ip take tha additonal chidd tax credit if your child (s} was widar age 17 at the ond of U3, (b} is
cislmad a3 your dependant on ¥ne 86 of Forn 1040 of Formn 1040, and (¢] is a U.S. citieen or rasident alian, Far mare
Tetalts, seg e instructiond fo ina 42 of Form 10804 or bne 63 of Forn 1040.

For Paperwork Reductian Act Notioe, o4 Farm 10404 Srhadule EIC (Form $040A of 10441 2003

" o 1044 inglructions.
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rom 8867
(Awv. Hovomber 2072} Paid Preparer's Earnad Income Credit Chocklist OME No. 18461523
M&L—M P 1o ot seng ip the RS, Kesp Tor your records. —
Fumammmmmm 20 Pubs. 350 for the year for whizh You am compieting this form.
®ivestmant Incoms ® Qualtfytrg Gt ®Ecrrisd Income
Caulfon. Tu;aym who Ma Form ms te Form 2555-E2 eannat take the eamed inkzmwe credit {TIC). 'twayor: who werg
) 475-88-5789
......................................... - Yaar ahsr
z s m Wxpayer's fling thotus mared fiting Jonuy, head of housshold, qualifying widawled), of single? . M Yes [] No
3 Doos the taxpayer. and the taxayer's apouse if filing jointly, Nave a soclsl sacunty mumber (S8N) that
sl him or har to work of Is vakd kor FIC purposas (ssa ihe insbuctions belore answering? .. B oves ] w

Mext, { you chacked "Ha™ on lina 2 or lina 3, siod; Me txGayer canned ke he BIC. Cihwrsmias, ontituc.
4 s the toOmecs nvestmant kncome more tan the mil Nat apples to I year on ¥ne 17 See
PBSIBREBWIIL e, (ves B re
§  Could the topayer, of the taxpavera spouse if fling jointly, e 2 quatfying child of another parson in
e yoaronlioe 17 v i, Qe B oo
Nq:d.ummdmd'vu°onum4wtma atop: the mmnwmn«mkauussc O:hwuue ao

Cautum ltmarotwuhidm uorfplotul‘m 6-11 for one chid before
Qoing to the nnd, columa,

& isthe dhiit-
& The lwpayer's son, dgughine, adagied child, or 3%epchild, o
& A guavandant of tho takpoyee's son_ danohisr, 390Moad child, o stepchiig, o
& The mopayor's brother, slter, Stapbrother, or tepsiaior, or
® A dascandpnt of the tpayur's brotor, sister, stRptrolhee, o swpsister, or

® Tow toxpayerofosmecnbd? | U R ver {1ne {[1ve []mo

T Wtne ohild s married, ix the taxpayer clalming the chid e 3 depandent?

U1 e oniid bs ot merried, check Yes®) e U Byes 1w 10w No
] Otd the child tive wiih the txpayes in B Unitod Siates for over hatf of the -
YO e e e e e h Mo Yae a

§  Was the child (3t the aod of the year on fine T)-
®  Linchr pge 19, or
*  Unoar ago 24 and 9 ful-timae student, oc
® Aty age snd permanently and lotly Geabier? N B yes [l ves [].No
Mo, Uf you checked ™Yes® on Hnax 8 though 3, m.wummmm
qualifying chik®: go t line 104, If You checkod “Rao™ on iina B, 7, 8, or §, the
ohitd s ot tha texpeyer's qualifyirg ok, H the laxpeyer doan not have 8
QuUBling Chiki, (0 10 Fart HE on tha badk 10 sra if the taxaBys von tike
he EIC for tmgayers who to not have 1 quaNtying ohikl.
182 GouM any other porson chook "Yer™ on Hihas S through Oforthe edle? r_{ I Yss X ¥o ” Yes (] Mo
NAXT, H you uheckad *He* on ling 100, po ia ling 11. Dtherwlsg, contirue,
b Enwx hechid's relaionshiptotheotherpersonia) . ... . ..
c isihe ot permon(s) Baling the EIC bassdon oot R [Tvee ITwo [{lves [1Ne

d nmwww.wmwmmmmmumwmanﬂ
qualtying ohid (see the Inctructons befora answedogl? | L P_D_m__D_uv__M_ﬂ_ﬁe_.

11 Doss he qualylng child have & vaitd SSN [s&a ha Instuctions befory
SN e B ves [Iwo i} ves [Imo
you ehack "Yas" on Ree 147
Yes, The laxpayer can toke the EIC if 1 GapeyRra earnod incoma and adjustad geoms income are atch legs than the
Hrott it appties 1o the Lpayera fing status for the yaar on line 1. Sgo Pub, 458 for the kit Completo Saheduls
EIC and sitach I to tho taxpayer's retur. If ihafa dare two qualifying children with S5Na, list thern On Schequie SIC
in the same ordes a3 thiry are Rawd Ivsre, If the taxpayers EIC was reduced or disstlowsd for @ yrar afer 10606,
so6 Pub. 596 W fnd outl H Form 8882 must yira bo flad
L E1C, 00] v 1 for tomeyer yfve do not havg p gualifying Zhid,
Por Paporwork Reduction Aot Notita, soe Dack.

Fosm BBET (P, “N;a)

OAM

a o —
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MARKET VALUE LIMITED
SUMMARY APPRAISAL

OF

WOLF POINT RESORT

66200 STONES ROAD
~ ISLAND LAKE

ITASCA COUNTY
NORTHOME, MINNESOTA 56661

EFFECTIVE

FEBRUARY 12, 2004

DIRECTED TO

MR. DARREN LARSON
AMERICAN NATIONAL BANK
31279 BRUNET STREET
P.0. BOX 147
PEQUOT LAKES, MINNESOTA 56472

8Y

K.D. NORDLI SRPA/SRA
CERTIFIED GENERAL REAL PROPERTY APPRAISER

POKEGAMA APPRAISAL SERVICES * GRAND RAPIDS, MINNESOTA 65744



POKEGAMA APPRAISAL SERVICES, LTD.
P.0. BOX 909
GRAND RAPIDS, MINNESOTA 55744

February 18, 2004

Mr. Darren Larson
American National Bank
31279 Brunes Street
P.O. Box 147

Pequot Lakes, Minnesota 56472

Subject: Wolf Point Resort
66200 Stones Road
lsland Lake Lake - [tasca County
Northome, Minnesota 56661

Dear Mr. Larson,

In accordance with your request, we have completed a Limited Summary Appraisal
of the above referenced property for the purpose of estimating the market value of
the fee simpie interest. The following written report presents the findings, analyses,
and conclusions of this appraisal. The subject property is fully identified within the
accompanying report.

After carefully considering the many factors, which influence value, it is our opinion
that the subject property has a market value, effective February 12, 2004 of:

FOUR HUNDRED THOUSAND AND NO/100 DOLLARS ($ 400,000.00)

The appraisal includes approximately 14.5 acres of the total 16.9 acres included in
the present “Wolf Point” entity.

The estimated market value includes the estimated value of the furniture, fixtures
and equipment.

We have no personal interest or bias with respect to the subject matter of this
appraisal report or the parties involved. The appraisal is made subject to certain
assumptions and limiting conditions, which are identified in this report. It conforms
to accepted profesgsional, ethical and performance standards of the real estate
appraisal practice. If, after reading the report, you have any questions please
contact us,
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Mr. Larson
February 19, 2004
Page 3

The undersigned appraiser certifies that he has personally inspected the property
and has investigated information believed to be pertinent to the valuation of the
property, and to the best of his knowledge and belief the statements and opinions
expressed herein are correct and reasonable, subject to the limiting conditions set
forth herein. Furthermore, the analyses, opinions, and conclusions were
developed, and this report has been prepared in accordance with the standards
requirements of the Financial Institutions Reform, Recovery, and Enforcement Act.
(FIRREA) Title XI,

invoking the Departure Provision according to Standard Rule 2-2(b)

Respectfully submitted,

POKEGAMA APPRAISAL SERVICES, LTD.

D. Nordli, SRPA/SRA
Certified General Real Property Appraiser
Minnesota Appraisal License #4002626
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CERTIFICATION

I certify to the best of my knowledge and belief:
The statements of fact contained:in this report are true and correct.

The reported analyses, opinions, and conclusions are limited only by the reported
assumptions and limiting conditions, and are my personal, unbiased professional
analyses, opinions and conclusions.

| have no (or the specified) presept or prospective interest in the property that is the
subject of this report, and { haveino (or the specified) personal interest or bias with
respect to the parties involved.

My compensation is not contingent upon the reporting of a predetermined value or
direction in value that favors the cause of the client, the amount of the vaiue
estimate, the attainment of a stipulated result, or the occurrence of a subsequent
event.

My analyses, opinions, and conclusions were developed, and this report has been
prepared, in confgrmity with the Uniform Standards of Professional Appraisal
Practice,

| have made a personal inspection of the property that is the subject of this report.

No one provided significant professional assistance to the person signing this
report.

The reported analyses, opinions, and conclusions were developed, and this report
has been prepared, in conformity with the requirements of the Code of Professional
Ethics and Standards of Professional Practice of the Appraisal Institute and the
Appraisal Foundation.

K. D. Nordli, SRPA/S
Certified General RealProperty Appraiser
Minnesota Appralsal License Number 4002626
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CONTINGENT AND LIMITING CONDITIONS

The value estimate and conclusions in the appraisal are made subject to these
assumptions and conditions:

The property has heen appraised free and ciear of all indebtedness under
responsible ownership, and good management uniess otherwise set forth in the
appraisal.

No title search has been made and the reader should consult an appropriate
attorney or title insurance company for accurate ownership data.

The furnished legal description is assumed to be correct.

The information contained in this report is not guaranteed, but it has been gathered
from reliable sources. The appraiser certifies that, to the best of his knowledge and
belief, the statements, information and materials contained in the appraisal are
correct.

No responsibility is assumed for matiers, which are legal in nature. it is assumed
(without survey) that the improvements are located within the legally described
property and that the buildings comply with all ordinances except as noted.

No analysis of soll conditions was required and none has heen made. All value
estimates in this report assume stable soil and any necessary soil corrections are
to be made at the seller's expense. *Due to the nature of the business, past and
present, it is recommended that lender assure itself that no soil pollution has
occurred on the subject site.

Estimates herein are based on the present status of the national business economy,
and the current purchasing power of the U.S. dollar.

A plot plan may have been provided in this report to assist the reader in visualizing
the property. We have made no survey of the property and assume no
responsibllity for its accuracy.

The market value herein assigned is based on conditions, which were applicable at
the time the property was inspected and may vary at a later date.

The appraiser shal] not be required to prepare for or appear in court or before any
board or government body by the reason of the completion of this assignment
without pre-determined arrangements and agreements.

Surveys, plans, and sketches may have been provided in this report; however they
may not have been completed or drawn exactly to scales.

L1
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CONTINGENT AND LIMITING CONDITIONS

Possession of this report, or a:copy thereof, does not carry with it the right of
publication. {t may not be used for any purpose by any person other than the party
to whom it is addressed without the written consent of the appraiser and in any
event only with proper written qualification and only in its entirety.

information in the appraisal relating to comparable market data is more fully
documented in the confidential file in the office of the appraiser.

All studies and field notes will be secured in our files for future reference,

The distribution of the total valuation in this report between land and improvements
applies only under the highest and best use of the property. The allocations of
value for land and improvements must not be used in conjunction with any other
appraisal and are invalid if so used.

It is assumed that all applicable zoning regulations and restrictions have been
complied with, unlgss a non-conformity has been stated, defined and considered in
the appraisal report. It is assumed that the utilization of the land and improvements
is within the boundaries or propeity lines of the property described and that there is
no encroachment or trespass unless noted within the report.

It is assumed that there is full comphance with all applicable federal, state, and local
environmental regulations and Iaws unless non-compliance is stated, defined, and
considered in the appraisal report

This property is appraised in fee simple, assuming responsible ownership and
management, unless otherwise indicated. This appraisal recognizes that available
financing is a major consideration by typical purchasers of income producing real
estate in the market, and the appraisal assumes availability of financing to
responsible and sufficiently substantial purchasers of the property in amounts
similar to those indicated or implied in this report.

No one other then the individual signing this report provided significant
professional assistance in the preparation of this report.
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CONTINGENT AND LIMITING CONDITIONS

No analysis with regard to the presence of formaldehyde and/or asbestos in the
subject property has been made. It is assumed that the level of these substances is
in compliance with federal and local regulations. The existence of hazardous
substances, including without limitation, asbestos, polychiarinated biphenyls,
petroleum leakage, or agricultuial chemicals, may or may not be present on the
property, or other environmentat conditions, were not called to the attention of nor
did the appraiser become aware of such during the appraiser's inspection. The
appraiser has no knowledge of the existence of such substances or conditions.
The presence of such substances, such as asbestos, urea formaldehyde foam
insulation, radon, or other hazardous substances or environmental conditions, may
affect the value of the property. The value estimated is predicated on the
assumption that there is no such condition on or in the property or in such
proximity thereto that it would cause a loss in value. No responsibility is assumed

for any suth condition, nor for the expense incurred for the required expertise for
their discovery,

rdié 342\(

Cértifed Geheral Real Property Appraiser
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LIMITED APPRAISAL

“The act or process of estimating value or an estimate of value performed under
and resuiting from invoking the Departure Provision®.

This appraisal Is limited because the appraiser and client have agreed prior to the
initiation of the assignment that the appraiser will not use all applicable
approaches to vaiye, or the conclusion does not reflect consideration and
analyses of all components in Standard 1.

In Standard 1 (Developing a Real Property Appraisal) the specific guidelines from
which an appraiser is permitted to depart are Standards Rules 1-2, 1-3, and 1-4.
These standards ryules outline most of the operational steps in the valuation
process

In STANDARD 2 (Reporting the Results of a Real Property Appraisal) Standards
Rule 2-2 is a binding requirement that mandates one of three options for report
formats, and ali three options state:

When the Departure Provision is invoked, the assignment is deemed to be a
Limited Appraisal. Use of the term Limited Appraisal makes it clear that the
assignment involved something less than, or different from the work required by
the specific guidetines. The report of a Limited Appraisal must contain a
prominent section that clearly identifies the extent of the appraisal process
performed and the departures taken.

The client or client group that requests a Limited Appraisal is often a frequent
user of appraisals and has determined that a Complete Appraisal is not required
far the matter at hand, or wants to monitor the validity of a prior Complete
Appraisal. '

To make the initial determination that the requested Limited Appraisal is
appropriate, the appraiser must at least know the level of understanding that the
client has of the type or real estate and market conditions involved and the
intended use of the appraisal. in addition, the appraiser would have to believe
that the valuation method(s) to be used were of primary relevance to the appraisal
of the type of real estate involved in order to conclude that the resulting analysis
and report would not be misleading.

It is not always appropriate 1o expect a single point estimate of value when a
Limited Appraisal |s authorized and performed. The resulting estimate of value
may be expressed as single point value estimate, a range in value, or a value
relationship (e.g. not less than, not more than) from a previous value estimate or
established benchmark (e.g. assessed vatue, collateral value).



FEB-Z3-2004 11:1% USBANK P.&9.-83

*

LIMITED APPRAISAL

Levels of Reliability

While no appraisal conclusion is a guarantee, USPAP atlows for different levels of
reliability in real property appraisals. The highest level of reliability is a Complete
Appraisal performed without invoking the DEPARTURE PROVISION. Limited
Appraisals performed under and resulting from invoking the DEPARTURE
PROVISION have varying levels of reliability.

Both appraisers and users of appraisal services must realize that, as the degree
of departure increases, the corresponding ievel of reliability of the Limited
Appraisal decreases and the user of the appraisal service accepts a higher level
of risk.

The reliability of the results of a Complete Appraisal or a Limited Appraisal
developed under STANDARD 1 is not affected by the type of appraisal report
prepared under STANDARD 2. The extent of the appraisal process performed
under STANDARD 1 is the basis for the reliability of the value conclusion.

When reporting the results of a Limited Appraisal, the appraiser must disclose
permitted departures in compliance with Standards Rule 2-2(a)xi, (b)(xi), or ¢(xi)
s0 that the client and intended users of the report can understand the level of
reliability of the Limited Appraisal. Specifically, these rules require that the report
of a Limited Apprajsal must contain a prominent section that clearly identifies the
extent of the appraisal process and the departures taken.

TOTAL P.E9
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UNITED STATES BANKRUPTCY COURT

DISTRICT OF MINNESOTA

Inre:

Chapter 7
Peter M. Scanlan, BKY No. 04-50696-GFK

Debtor,
FINDINGS OF FACT
CONCLUSIONS OF LAW AND
ORDER SUSTAINING OBJECTION

The above-entitled action came on for hearing before the Honorable Judge
Gregory F. Kishel on November 3, 2004 upon the motion of Creditor, Minnesota
Laborers Fringe Benefit Funds objecting to the homestead exemption claimed by
Debtor Peter M. Scanlan..

William |. Kampf appeared on behalf of Debtor Peter M. Scanlan. Pamela
Hodges Nissen appeared on behalf of Creditor Minnesota Laborers Fringe Funds.

Based upon all the filed, records, and proceedings herein, the Court hereby
makes the following:

FINDINGS OF FACT.

1. The Debtor Peter M. Scanlan (hereinafter Scanlan) filed a petition under
Chapter 7 of Title 11 of the United States Code on June 14, 2004 and the case is now
pending before this Court.

2. Creditors the Minnesota Laborers Health and Welfare Fund, Minnesota
Laborers Pension Fund, Minnesota Laborers Vacation Fund, Construction Laborers

Education and Training Fund of Minnesota and North Dakota, and Minnesota Laborers



Employers Cooperation and Education Trust (collectively “Creditors”) are multi-
employer, jointly-trusteed fringe benefit plan created and maintained pursuant to the
Labor Management Relations Act of 1947 (LMRA) and Employee Retirement Income
Security Act of 1974 (ERISA).

3. On June 29, 2004, Scanlan filed his schedules listing, among other things,
his exemptions. Pursuant to these schedules, the Scanlan claims a homestead
exemption for property located at 66200 Stones Road, Northome, Minnesota 56661.

4. The property contains a one story frame house, boat house,
shed/gameroom, hot tub building, and six cabins.

5. Scanlan’s primary residence is the one story frame house contained on
the property.

6. Scanlan operates this property primarily as a resort and earns income by
renting the cabins.

7. Scanlan’s occupancy on the property is incidental; the main purpose of the
property is to conduct a resort business.

8. The boat house, shed/gameroom, hot tub building, and six cabins that
comprise Wolf Point Resort are permanent fixtures on the property.

9. Scanlan indicates the fair market value of the property as a whole ranges
between $375,000.00 and 475,000.00.

10.  The property has not been appraised to determine the fair market value of
the portion of the property containing Scanlan’s homestead and the Wolf Point Resort.
An independent appraisal is necessary to determine the fair market value of each

portion of the property.



CONCLUSIONS OF LAW
1. Under Minn. Stat. 8 510.10 Scanlan is entitled to a homestead exemption
for only the portion of the property containing his homestead. Scanlan is not entitled to

a homestead exemption for the portion of the property comprising Wolf Point Resort.

ORDER
IT IS ORDERED:
1. The Creditors objection to the homestead exemption claimed by Scanlan
is sustained.

2. Within 60 days of this Order, the Trustee is directed to retain an
independent appraiser to determine the fair market value of the portion of the property
comprising Scanlan’s homestead and of the portion comprising Wolf Point Resort.

3. The Debtor shall only be allowed an exemption for the value of that portion

of the property which relates to his residence.

Dated: BY THE COURT

The Honorable Gregory F. Kishel
United States Bankruptcy Court



AFFIDAVIT OF SERVICE

STATE OF MINNESOTA )
) SS.
COUNTY OF HENNEPIN )

Nicole L. Lindemann, being first duly sworn upon oath, deposes and states that
on the 30™ day of September, 2004, she served a copy of the following:

1. Amended Notice of Motion and Motion;

2. Creditors’ Memorandum in Support of their Amended Motion Objecting to
Debtors’ Claimed Exemptions;

3. Affidavit of Pamela Hodges Nissen with Exhibits; and

4. Revised proposed Findings of Fact, Conclusions of Law and Order
Sustaining Objection;

upon:

William |. Kampf, Esq.
Henson & Efron, P.A.
220 South Sixth Street
Suite 1800
Minneapolis, MN 55402

John A. Hedback

United States Bankruptcy Trustee
2855 Anthony Lane

Suite 201

St. Anthony, MN 55418

by depositing the same with postage prepaid with the United States mail at Minneapolis,

Minnesota.

s/Nicole L. Lindemann
Nicole L. Lindemann

Subscribed and sworn to before me
this 30" day of September, 2004.

s/Andrea Bjergo
Notary Public






