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Church Administrator — Wichita, KS

Bruce Hamilton, Vice Chairman
Chaplain —Leesburg, FL

Ken Zinszer — Secretary
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Board of Directors

Bl Marcia New — Director
Educator - Rolla, MO

Isadore Small — Director
Sales Engineer - Grand Rapids, MI
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Businessman - Casper, WY
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State Pastor - Lansing, MI

Legal and Professional

Barry Bentley — Asset Restructure Officer
Anderson, IN

Elliott Levin & Curtis Butcher —Co-counsel
Bruce Jacobson — Asset Restructure Consultant
Indianapolis, IN




A Brief History
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> As a result of actions by the Securities and Exchange
Commission and the United States Federal Court in
Indianapolis, a conservator was appointed in July 2002 to
work with the former Board and the newly formed creditor
committee to formulate a plan to return funds to the
creditors of Church Extension.

> Between July 2002 and January 2003, several plans were
formulated and proposed. The Plan that was agreed to by
all parties and approved by Judge David Hamilton was call
the Plan for Noteholder Repayment. It is essentially a
liquidation plan where CE agreed to completely liquidate
its assets and pay back as much as possible to the creditors.

A Brief History

» On January 31, 2003, the Honorable David Hamilton,
judge, approved the Plan for Noteholder Repayment. The
Plan appointed a Reconstituted Board representing both
noteholders and creditors to oversee the liquidation
process. The Plan also affirmed the Conservator’s roles
and responsibilities in the liquidation process.

» It is important to understand that our responsibilities and
the Conservator’s responsibilities are not over until we
have completely fulfilled our obligations as spelled out in
the Plan for Noteholder Repayment.




A Brief History

» All the directors have strong ties to the Church of God
movement and are committed to the recovery process.

» The Board continues to meet periodically and is very
active in the oversight of the Plan execution.

» CE currently employs only four (4) full-time employees in
Anderson.
> Barry Bentley — Asset Restructure Officer
> Allen Hancock — Asst Asset Restructure Office and Secretary
» Kathleen Brown — Administrative and Accounting Staff
» Mary Collette — Administrative and Accounting Staff

Overview of Significant Activity
from June 2005 through May 2006
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» Generated net proceeds of $2.5 million from
real estate transactions.

» Received $2.25 million in principal
payments on church loans, contracts, and
notes receivable.

> Made 4 distributions to noteholders and
other creditors totaling $4.7 million.




Overview of Significant Activity
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» The portfolio of Church of God mortgage loans is almost completely
liquidated. As of May 31, 2006, there are only 4 unrestricted church
loans remaining. We have initiated a foreclosure action against one
and we are aggressively pursuing repayment from the remaining three.

» We express our thanks to all those congregations who were able to
secure other financing in a timely manner and pay their debt to Church
Extension. Those funds have been very helpful in our efforts to
continue making periodic distributions to our creditors.

» We also thank Church Builders Plus for their efforts in assisting many
of these congregations in obtaining other financing.

Legal Fees and Other Costs of Liquidation
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» The execution of this Plan is an expensive prospect. Fees
are incurred for the legal work and the financial analysis
involved in selling assets and settling various disputes.
Fees are incurred in dealing with problems associated with
various troubled assets. In addition, fees are incurred in
the litigation of various claims that may result in additional
financial recoveries.

» Legal and professional fees paid from May 2002 through
May 2006 have totaled approximately $8.7 million dollars,
which is an increase of $1.8 million dollars since our last
report in June 2005. Of the $8.7 million paid, over $1.5
million was paid before the Reconstituted Board was put
into place.




Legal Fees and Other Costs of Liquidation
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> Over the last several months, fees have dropped
considerably. As the settlements are finalized and
assets continue to be liquidated, legal fees should
become much less of a burden.

» We do anticipate a material decrease in fees going
forward assuming that all litigation is settled on
schedule.

An Overview of Current Court Cases

» Since our last report, settlement agreements have
been signed in all pending cases initiated by the
Conservator.

» Assuming these settlements are approved by the
Court and all parties perform as agreed, there will
be additional cash available for the creditors both
by reductions in claims and by additional funds
paid to Church Extension.




An Overview of Current Court Cases
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» The two lawsuits that should generate the most cash for
creditors is the Directors and Officers litigation and the
auditors litigation. These should make available almost $7
million for distribution when they close. There is also
forgiveness of various claims that will benefit creditors.

> We believe the settlement of the D&O litigation would not
have happened without the generous financial commitment
from Integrity Advisors Group. They deserve much of the
credit for making this settlement a reality. A hearing for
final approval of the D&O and auditor settlements is set
for July 21, 2006.

> Church Extension is also the defendant in two lawsuits.
Settlements have been reached in these cases as well.

What's Left?
» Small church mortgage loan portfolio
> Other notes and contracts receivable

» Seller financing notes resulting from sale of
retirement facilities

» A dozen or so real estate assets including vacant
lots, churches, and commercial property

» HUD financed apartment complexes
» Remainder interests in charitable trusts

» Miscellaneous other assets including non-
marketable securities, life insurance policies and
other accounts receivable







