IN THE CHANCERY COURT FOR LEWIS COUNTY
AT HOHENWALD, TENNESSEE

IN RE:

SENTINEL TRUST COMPANY NO. 4781

N v e e e’

ACTING COMMISSIONER-IN-POSSESSION’S AND SENTINEL TRUST RECEIVER’S
REPLY TO OBJECTION BY LOUISE DOYLE REGARDING MOTION SEEKING
APPROVAL OF THE SCHEDULE OF CLAIM DETERMINATIONS

On February 3, 2006, Louise Doyle filed an Objection to the Commissioner-in-
Possession’s and Receiver’s January 31, 2006 Motion Seeking Approval of the Schedule of
Claim Determinations and Approval of the Methodology Proposed to Calculate Distributions on
Accepted Claims (“Motion”). See Mrs. Doyle’s February 3, 2006 filing attached as Exhibit 1.
Mrs. Doyle and her late husband, William Doyle, are bondholders of the Niceville,
Florida/Okaloosa Health Care Services, Ltd. Series 1992 Bond Issue (‘“Niceville Bond Issue”)
and are claimants regarding the defaulted Niceville Bond Issue. The nature of the Objection is
that Mrs. Doyle is upset that there is an Approved Amount of “$0” regarding her claim in the
Schedule of Claim Determinations. She complains that paying nothing on the bond is unfair and
asks for reconsideration and for payment of a “fair amount for the bond.”

In actuality, the Schedule of Claim Determinations treats all Niceville Bond Issue
bondholder claimants as having their claims “denied” because the amount that was shown as
being on deposit in the Pooled Fiduciary Account regarding that particular bond, and/or any
percentage distribution as to that amount, will be exhausted through payment of other claims
with higher priority than the bondholder claims lodged by Mrs. Doyle and the other bondholders.

Because what has happened is a “denial” of Mrs. Doyle’s claim, the acting Commissioner-in-



Possession and Receiver will treat Mrs. Doyle’s ijection as one objecting to the denial of the
claim as well as the natural corollary of that denial -- i.e., that the claim amount is considered as
“§0.” Several points should be made in reply to Mrs. Doyle’s Objection. First, it is important to
note that Mrs. Doyle will receive an amount for her Niceville bond. That will occur through the
selling of the Niceville Bond Issue collateral and the pro rata distribution of funds realized upon

that collateral to the bondholders.!

The acting Commissioner-in-Possession and Receiver
anticipate that a material payment will be made to the Niceville Bond Issue bondholders as a
result of the realization upoh that defaulted bond issue collateral. While it is an estimate, the
acting Commissioner-in-Possession and Receiver, in good faith, believe that a payment of 50¢-
60¢/$1.00 to the Niceville Bond Issue bondholders could occur arising from the liquidation of
the collateral relating to that defaulted bond issue.

Mrs. Doyle’s Objection seems rooted at the difference between 1) a pro rata distribution
to a bondholder of funds received upon realization of proceeds from the sale of defaulted bond
issue collateral and 2) the allowance and payment of a claim lodged through the Proof of Claim
process against the Sentinel Trust Receivership estate relating to the amounts that should have
been on deposit for that bond issue in the Pooled Fiduciary Account.

Mrs. Doyle’s claim against the Sentinel Trust Receivership estate was denied, and, thus,
found to be “$0,” because the funds that were supposed to be on deposit in the Pooled Fiduciary
Account as of May 18, 2004 are going to be exhausted in péyment of claims of higher priority --
i.e., the costs and expenses of the Receiver in relation to that defaulted bond issue. Records

available to the Receiver indicate that $68,625.35 was supposed to be on deposit in the Pooled

! Currently pending before the Court is the acting Commissioner-in-Possession’s and Receiver’s Motion for
Approval of Sale of Niceville, Florida Facility. Upon approval of the sale at issue in that Motion and upon the
closing of that sale and other collateral realization efforts by the Receiver, funds will be available for a distribution
to the Niceville Bond Issue bondholders, upon approval of Court regarding such distribution.



Fiduciary Account regarding the Niceville Bond Issue. The Receiver currently has a priority
administrative expense claim of $214,308.71 in relation to that bond issue -- for which the
Receiver has made a claim in the Sentinel Trust Receivership estate. Therefore, even if the
entire shortfall of the Pooled Fiduciary Account was recovered, the $68,625.35 that would then
be available for distribution would be exhausted through payment of the Receiver’s
administrative expense/priority claim and thus no funds would remain to address the claims of
the lower priority claimants, including Mrs. Doyle.?

Mrs. Doyle presents no reason to elevate her claim to another priority -- she is a
bondholder and, thus, belongs in the “Class 5” claim classification of “Other Claimants” which
includes claims from bondholders. All funds available for distribution within the receivership
claims process will be exhausted through payment of claims that hold priority over the claim
level of Mrs. Doyle’s claim. Therefore, the denial of her claim, and the parallel setting of a
claim amount of “$0,” for her and all other bondholder claimants is appropriate, and her
Objection should be overruled.

Mrs. Doyle’s equitable position of “just wanting what is fair” does resonate, however,
with the acting Commissioner-in-Possession and Receiver. Mrs. Doyle will have a material
payment on her Niceville bond -- which is estimated, in good faith, to be 50¢-60¢/$1.00 -- when
the sale of the Niceville Bond Issue collateral occurs and the Receiver, after approval of the
Court, makes an appropriate pro rata distribution to her and the other Niceville Bond Issue
bondholders outside of the Proof of Claim process. Hopefully, that will be seen by her as getting

“what is fair” on her bond.

? See Motion Seeking Approval of the Schedule of Claim Determinations and Approval of the Methodology
Proposed to Calculate Distributions on Accepted Claims at p. 6. Also, note that, to the extent that the shortfall of the
Pooled Fiduciary Account is not recovered, the amount realized by the higher priority claimants would be less, and
perhaps much less, than the $68,625.35 that was shown as being on deposit in May 2004.



However, for the purposes of the pending Motion, Mrs. Doyle’s Objection to the
Schedule of Claim Determinations arising from the Receivership Proof of Claim process should
be overruled. Accordingly, the acting Commissioner-in-Possession and Receiver request that the
Court overrule Mrs. Doyle’s Objection.

Respectfully submitted,
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J4Bet M. Kleinfelter L«/de)
Attorney General’s Office

425 5™ Avenue North

P.O. Box 20207

Nashville, TN 37243

(615) 741-7403

Counsel for Acting Commissioner Greg Gonzales

J¢Gfaham Matherne, BPR #11294
Wyatt, Tarrant & Combs, LLP
2525 West End Avenue, Suite 1500
Nashville, TN 37203-1423

(615) 244-0020

Counsel for Receivership Management, Inc.,
Receiver of Sentinel Trust Company

NOTICE OF HEARING OF MOTION

THE COMMISSIONER-IN-POSSESSION’S AND RECEIVER’S MOTION SEEKING
APPROVAL OF THE SCHEDULE OF CLAIM DETERMINATIONS AND APPROVAL
OF THE METHODOLOGY PROPOSED TO CALCULATE DISTRIBUTIONS ON
ACCEPTED CLAIMS IS SET TO BE HEARD ON WEDNESDAY, THE 12™ DAY OF
APRIL, 2006, AT 1:00 P.M. AT THE LEWIS COUNTY COURTHOUSE IN
HOHENWALD, LEWIS COUNTY, TENNESSEE.



CERTIFICATE OF SERVICE

This is to certify that on March 24, 2006 a copy of the foregoing Reply has been sent

by First Class U.S. Mail, postage paid, and also by facsimile as noted, to:

James S. Chase

John A. Decker

Hunton & Williams LLP

900 South Gay Street, Suite 2000
P.O. Box 951

Knoxville, TN 37901

Donald Schwendimann

12 East Fourth Avenue
P.O. Box 366

Hohenwald, TN 38462
also via fax (931-796-5692)

David D. Peluso
P.O. Box 250
Hohenwald, TN 38462-0250

William B. Hubbard

Weed, Hubbard, Berry & Doughty
SunTrust Bank Bldg., Suite 1420
201 Fourth Avenue North
Nashville, TN 37219

Louise Doyle

4760 Hickory Shores Blvd.
Gulf Breeze, FL 32563

45292914.2

Carrol D. Kilgore

Attorney at Law

95 White Bridge Road

Suite 509, Cavalier Building
Nashville, TN 37205-1427
also via fax (615-356-8138)

Larry Stewart

Stokes, Bartholomew, Evans & Petree
424 Church Street, Suite 2800
Nashville, TN 37219

James S. Hereford, Jr.

310 W. College Street

P.O. Box 802

Fayetteville, TN 37334-0802

Diana M. Thimmig

Roetzel & Andress

1375 East Ninth Street

One Cleveland Center, Ninth Floor
Cleveland, OH 44114

4%& elhoe,

aham Matherne
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