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This DISCLOSURE STATEMENT is being distributed to all creditors and partners of
400 WALNUT ASSOCIATES, L.P. (the “Debtor” or the “Reorganized Debtor”), pursuant to 11
U.S.C. 81125. It relates to the Plan of Reorganization (the “Plan”) proposed by the Debtor dated
October 21, 2010, a copy of which is enclosed herewith. Capitalized terms used herein and not
otherwise defined shall have the meanings ascribed to such termsin the Plan.

DEBTOR’S PRELIMINARY STATEMENT AND SOLICITATION

As a creditor or partner involved in the 400 Walnut Associates, L.P. bankruptcy, you
should take the time to vote on the proposed Plan, which, if confirmed, will affect your
economic interest. Before casting your ballot, it is important that you be properly informed
about the nature of the Chapter 11 Case and the workings of the proposed Plan and its
consequences. This Disclosure Statement has been approved by the Bankruptcy Court as
containing adequate information to enable you to make an informed decision about the Plan.
The Debtor urges you to review the Disclosure Statement and Plan, consult with your own legal
counsel or other advisers if you think it is appropriate and, for the reasons which follow, vote in
favor of the Plan.

If you are a creditor, the Debtor believes that you should be paid in full. Unfortunately,
bankruptcy results, asit did in this case, when it becomes difficult or impossible for a business to
pay its debts in full when due. Here, payment of the debts of the Debtor in full is possible over
time. The Debtor believes that its mgor asset, a 68-unit luxury apartment building with a
commercia unit known as the Greentree Apartments has a reasonable prospect of generating
revenues sufficient to meet the obligations of the Reorganized Debtor under the Plan. The
Debtor has devoted considerable time and energy to negotiating a Plan which it believes will
provide its creditors with a significantly greater and more certain return than any other likely
outcome of the bankruptcy, and particularly more than aliquidation.

The Reorganized Debtor will own the Property (hereinafter defined) of the Debtor after
the Effective Date. The Debtor believes that the refinance of the 4™ Walnut Claim coupled with
the increased revenues from operations will yield an operating entity able to handle its debt
service requirements, operating expenses and Plan payments going forward.

Both the Debtor’s Plan of Reorganization and the bankruptcy case are somewhat
complex. You should read this Disclosure Statement and the Plan before you decide how to
vote.

PART A - GENERAL

1 OVERVIEW AND SUMMARY

1.1 I dentity of Debtor

400 Walnut Associates, L.P. is aPennsylvanialimited partnership formed in 1999, which
owns the Green Tree Apartment Building, a 68 unit luxury apartment building with one
commercial unit (the “Apartment Building”) located on an approximate .23 acre site (the “Site”)
at 400-414 Walnut Street, Philadelphia (the “Site” and, together with improvements thereon, the
“Property”). The Property is the Debtor’s principal asset. 400 Walnut Corporation, whose sole
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shareholder is John J. Turchi, Jr. is the General Partner and owns a 1% interest in the Debtor.
There are two limited partners of the Debtor, John J. Turchi, Jr. who owns an 89% interest and
400 Walnut Greentree Associates, L.P. which owns a 10% interest. The Debtor is controlled by
John J. Turchi, Jr. and parties related to him, the Debtor’s business address is 1700 Walnut
Street, Philadelphia, Pennsylvania 19103. The Debtor isin the business of owning and operating
the Apartment Building.

1.2 History of the Debtor and the Property

The Debtor purchased the Apartment Building on May 12, 2000 for the sum of
$3,645,000. The initia acquisition of the Apartment Building was financed with equity and
proceeds of aloan from Bancorp. The Property islocated in a historic district that is listed in the
National Register of Historic Places maintained by the Department of the Interior pursuant to the
National Historic Preservation Act of 1966 and the National Park Service has certified that the
Property is of historic significance to that district. Renovations to rehabilitate and improve the
Apartment Building were completed on or about June 2003 and the Apartment Building began
operating shortly thereafter. The construction costs totaled approximately$17,415,143 which
included the developer’s fee of $2,450,000. The renovations were financed (including the
refinance of the Bancorp loan) with equity and the proceeds of a construction loan made on or
about May 30, 2001 in the principal amount of $12,000,000 from Amalgamated Bank of New
York and the sale of historic rehabilitation tax credits (“Tax Credits”), described in Section 47 of
the Internal Revenue Code of 1986, as amended. The Tax Credits are explained in more detail in
Section 1.4 of this Disclosure Statement.

On February 20, 2004, the Amalgamated Bank construction loan with a balance of
approximately $12,041,505 was refinanced by new credit facility extended by Independence
Community Bank in the amount of $13,125,000. The new loan was evidenced by a MultiFamily
Note in the principa amount of $13,125,000 dated February 20, 2004 and to secure its
obligations to make payments under the MultiFamily Note, the Debtor entered into a
Multifamily Mortgage, Assignment of Rents and Security Agreement dated as of February 20,
2004 and Lender’s Subordination, Nondisturbance and Attornment Agreement dated February
20, 2004 in connection with the Master Lease Agreement (as hereinafter defined). Sometime in
2006, Sovereign Bank acquired Independence Community Bank and became the successor in
interest to the MultiFamily Note and the related loan documents.

The economic slowdown and recession that affected the nation and the Philadelphia
Region in 2008 and, thereafter, caused declining occupancy at the Apartment Building and,
ultimately, brought about the circumstances which led to the Debtor’s deteriorated financial
position.

The Debtor was able to make payments under the MuliFamily Note until June 2009. On
or about November 2009, Sovereign Bank declared a default under the loan documents and on or
about January 29, 2010, Sovereign Bank filed a Complaint in Mortgage Foreclosure styled
Sovereign Bank vs. 400 Walnut Associates, Philadelphia County Court of Common Pleas, Case
No. 100103364. On January 29, 2010, the Debtor reached an oral forbearance agreement with
Sovereign Bank that resolved the default declared and the foreclosure complaint it filed. At the
conclusion of the meeting on January 29, 2010 between Sovereign Bank and the Debtor,
Sovereign was to reduce to writing the oral forbearance agreement.
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Under the forbearance agreement, the Debtor was to continue to collect the rents, pay the
expenses associated with the property and remit to Sovereign Bank the net rents after payment of
the expenses. Further, interest was to be charged at the contract rate not the default rate and the
term of the forbearance was to continue until the maturity date of the loan, March 1, 2011. The
mortgage foreclosure complaint was to be withdrawn.

Since January 29, 2010, the Debtor was operating in reliance on the forbearance
agreement reached at the meeting with Sovereign Bank.

1.3 Sale of the Sover eign Bank L oan Documents.

By letter dated June 30, 2010, Robert Craig at Sovereign Bank informed the Debtor that
Sovereign Bank had sold the loan to 4™ Walnut Associates, L.P., a Delaware limited partnership
(“4™ Walnut). 4™ Walnut purchased the Sovereign Bank Loan Documents at a discount, paying
only $9,550,000 for a loan that had a principal balance due of approximately $11,985,000. By
buying the loan at a discount, 4™ Walnut has effectively been able to alter the yield on the loan.
Thus, by buyi n% the loan for $9,550,000 (when the principal balance due was approximately
$11,985,000), 4™ Walnut’s yield to maturity is 25.5%. Upon information and belief, 4™ Walnut
IS now trying to use the secured claim they purchased as a vehicle to obtain title to the Property
and as a result has taken actions to interfere with the Debtor’s efforts to reorganize its affairs.

By letter dated July 2, 2010 (“July 2™ Letter”), counsel for 4™ Walnut, informed the
Debtor that (a) the Sovereign Bank loan isin default, (b) al payment obligations under the terms
of the loan documents with Sovereign Bank have been accelerated, and (c) borrower’s license to
collect rents from the Property has been revoked and terminated. The July 2" Letter isin direct
conflict with the agreement reached between the Debtor and Sovereign Bank. The Debtor
advised 4™ Walnut of the prior forbearance agreement with Sovereign Bank and that the July 2™
L etter was not accurate.

On July 23, 2010, the Debtor filed a voluntary petition under Chapter 11 of the
Bankruptcy Code. Since filing for bankruptcy relief, the Debtor has continued to operate its
business as a debtor-in-possession.

14 The Master L ease Agreement and the Tax Credits

On May 29, 2002, 400 Walnut Greentree Associates, L.P. (“Greentree”) entered into the
following agreements:

a Partnership Agreement (the “Partnership Agreement”) between 400 Walnut
Corporation, as the general partner and holder of a one tenth percent (.1%)
interest holder and Chevron TCI, Inc. (“Chevron™) as a limited partner and a
ninety-nine and nine tenths percent (99.9%) interest holder;

b. A lease agreement dated May 29, 2002, as amended, between the Debtor, as
landlord, and Greentree, as tenant, for the Property (the “Master Lease
Agreement”);
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C. HTC Pass-Through Agreement whereby historic rehabilitation tax credits were
passed from the Debtor to Greentree in connection with the rehabilitation of the

Property;

d. Investor Note (the “Investor Note”) whereby Chevron promised to loan the sum
of $1,893,716 to Greentres;

e. Investor Security Agreement between Greentree as the secured party and Chevron

as the debtor securing the payments under the Investor Note;

f. Supplemental Management Agreement between Greentree and 400 Walnut
Corporation whereby 400 Walnut Corporation agreed to provide consultation
services to Greentree in connection to the Property. The 400 Walnut Corporation
retained the Property Manager to manage the Property;

0. Turchi Guaranty Agreement whereby John J. Turchi, Jr. agreed to guaranty to
Chevron certain obligations under the Partnership Agreement;

h. Chevron Guaranty Agreement whereby Chevron U.S.A., Inc. agreed to Guaranty
to Greentree certain obligations under the Partnership Agreement and the
Investor Note; and

I Purchase Agreement (the “Purchase Agreement”) between 400 Walnut
Corporation and Chevron in connection to certain “put” and “call” options
relating to a future sale of Chevron’s interests in Greentree.

Greentree, in total, received $1,893,716 from the sale of the Tax Credits to Chevron, which were
characterized as capital contributions to Greentree.

Prior to the Petition Date, Greentree subleased the apartments at the Property to third
party tenants. Pursuant to the Master Lease Agreement, Greentree would collect the rents from
the third party tenants at the Property, pay the operating costs related to the Property and remit
the remaining funds to the Debtor. The net funds remaining each month were not sufficient to
satisfy the monthly rental obligation due the Debtor under the Master Lease. Greentree utilized
the services of the Turchi, Inc. to manage and operate the building.

As of the Petition Date, Greentree was in default under the Master Lease Agreement
because it had failed to pay rent as it came due to the Debtor. As of June 30, 2010, Greentree
owed the Debtor past due rent in the amount of $4,601,224. In the event of default under the
Master Lease, the Debtor has theright to, inter alia, terminate the Master Lease.

As of the Petition Date, the Master Lease Agreement had no value to the estate and it no
longer required the Master Lease Agreement. Accordingly, on the Petition Date, the Debtor
filed a Motion to reject the Master Lease Agreement (the “Rejection Motion”) as of the Petition
Date and requested that the Rejection Motion be heard on an expedited basis. By Order dated
August 24, 2010, the Master Lease Agreement was rejected as provided by the provisions set
forth therein. The Debtor has continued to honor all occupancy agreements and lease
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agreements with third party tenants at the Property so long as each third party tenant continues to
pay their obligations under their respective occupancy/lease agreements to the Debtor.

15 Condition of Debtor as of Petition Date

On or about the Petition Date, the Debtor had the following assets:

Real Property $ (to be determined by appraisal)

Cash and Deposits 21,580

Accounts Receivable 3,946,901

Tangible Personal Property 3,000

Estimated Total Assets $3,949,901 plus value of Real Property

The real property referred to above consists of the Property. The Debtor has retained a
valuation expert to appraise the Property. Prior to the Petition Date, Sovereign Bank had
engaged ARD Appraisal Company, a valuation expert who valued the Property as follows:

“As Is” as of September 9, 2009 at $11,800,000;
“As Stabilized” as of June 1, 2010 at $11,900,000; and
“Liquidation” as of September 9, 2009 at $7,980,000

(See Section 1.6 for a discussion of a fair market appraisal of the Property.) The deposits
referred to above consisted of approximately $21,580 on deposit with various third parties. The
tangible persona property referred to above consists of miscellaneous office equipment,
furnishings, fixtures and supplies.

On or about the Petition Date, the Debtor had the following estimated liabilities:

4™ Walnut Secured Claim (as assignee) $11,984,000
RAIT Secured Claim 691,250
Priority Claim 110
Unsecured Claims 581,611
Affiliated Unsecured Claim 4,273,066
Estimated Total Liabilities $17,530,037

The Debtor has not completed its analysis of the claims and it may be objecting to some
claims, in whole or in part. The unsecured claims listed above include numerous trade creditors
and insider creditors of the Debtor. The RAIT secured claim listed above is secured by a second
mortgage lien on the Property.

1.6 Valuation of Property

When valuing the real property, several methods are used and often different numbers are
arrived at which reflect the valuation method used. In a bankruptcy case, the Bankruptcy Court
will often look at different methodologies in order to analyze a party’s various rights under the
Bankruptcy Code.
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For example, for purposes of determining the feasibility of a plan, the Court will often
look to the “going concern” or fair market value of the property. At the same time, though, the
Court might look to the liquidation value (which is typically less than the going concern value)
when determining aparty’s rights in a liquidation context.

Sovereign Bank engaged ARD Appraisal Company, a vauation expert who valued the
Property as follows:

“As Is” as of September 9, 2009 at $11,800,000;
“As Stabilized” as of June 1, 2010 at $11,900,000; and
“Liquidation” as of September 9, 2009 at $7,980,000

The Debtor is in the process of obtaining its own appraisal, but believes that the value of
the Property exceeds the debt due 4™ Walnut. 4™ Walnut is also in the process of obtaining an
updated appraisal and has asserted that the value of the Property is less than the debt due 4™
Walnut.

In a liquidation context, such as in a fire sale or foreclosure, the Debtor believes the
Property would sell for less than the debt due 4™ Walnut. Accordingly, the Debtor assumed in
connection with the liquidation analysis attached as Exhibit “A” to this disclosure statement that
the liquidation value of the Property would be less than the debt due 4™ Walnut. A liquidation
analysis is provided to inform creditors of the estimated return they would receive in a Chapter 7
proceeding.

1.7 Basic Concept of Proposed Plan

The implementation of the Plan will address the following components, which are
discussed below: (iz Plan funding, (ii) management of the Property, (iii) the cure of the Debtor’s
default under the 4™ Walnut Note, (iv) the extension of the monthly installments of principal and
interest under the 4™ Walnut Note for an additional five (5) years, and (v) the refinance of the
Property to pay the Allowed Secured Claim of 4™ Walnut on or before March 1, 2016.

Subject to the Plan being confirmed, the Debtor and Turchi will place into a reserve
account to be established by the Disbursing Agent cash sufficient to make payments required on
the Effective Date to the Classes as set forth in the Plan.

On the Effective Date, the Debtor shall assume the existing Management Agreement
between the Debtor and Turchi, Inc. dated May 1, 2001 (the “Management Agreement”). From
and after the Effective Date, management fees shall be paid as and when due in accordance with
the Management Agreement. Management fees that are accrued and unpaid as of the Effective
Date (“Accrued Fees”) shall be paid by the Reorganized Debtor as funds become available to
make such payments; provided, however, no Accrued Fees shall be paid until payment of all
alowed claims of Class 1, Class 2, Class 3 and Class 4 claimants in accordance with the Plan.

The Plan provides that the Debtor’s default under the 4™ Walnut Note will be cured. The
Plan provides that accrued and unpaid interest (at the contract rate of 5%) due under the 4"
Walnut Note (up through the interest payment due just prior to the Effective Date) and past due
amortization installments due under the 4™ Walnut Note (up through the principal payment due
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just prior to the Effective Date) will be paid on the Effective Date. From the Effective Date
forward, the monthly principal and interest installments of $70,458.28 will be paid to 4™ Walnut
through February 1, 2016 as will the monthly tax escrow payments in the amount of $5,407.72.
Interest will be paid at the contract rate of 5% annual interest. By reinstating the terms of the 4"
Walnut Note, the Debtor is inherently providing 4™ Walnut with payments equal to the value of
their Allowed Claim because they will be receiving precisely what they are entitled to under the
4™ Walnut Note, in the manner, at the time and at the interest rate that they bargained for when
the 4™ Walnut Note was delivered. The only change the Debtor is making to the 4" Walnut Note
is the extension of the term for an additional five (5) years. These payments are discussed below
and in “PART B - THE PLAN AND ITS CONSEQUENCES.”

4™ Walnut shall retain its liens against the property of the Reorganized Debtor and the
secured status of its Claim as against the property of the Reorganized Debtor to the same extent
as exists on the Effective Date. The 4™ Walnut obligation will maintain its secured status to the
extent of any pre-petition security interests. The lien of 4" Walnut shall be extinguished upon
payment in full of its Allowed Claim, as provided in the Plan.

In lieu of the above treatment, the Debtor is affording 4" Walnut the opportunity to elect
an alternative treatment, the “Alternative Effective Date Cash Option” which provides for
payment of the amount of $11,000,000, such payment to be made on the Effective Date;
provided, however, that 4" Walnut must (i) affirmatively elect the Alternative Effective Date
Cash Option treatment under Section 3.1.6 of the Plan on the ballot cast in connection with the
Plan, (ii) vote to accept the Plan, (iii) not file any objection to confirmation of the Plan and (iv)
support confirmation of the Plan. A failure of 4" Walnut to make such affirmative election shall
result in treatment of the 4™ Walnut’s Allowed Claim as provided for in Sections 3.1.1 through
3.1.5 of the Plan. Any payment made under Section 3.1.6 of the Plan to 4™ Walnut shall effect a
full and final satisfaction of 4" Walnut’s Claim such that neither the Debtor, nor the Reorganized
Debtor, nor the general partner, nor any guarantor, nor any other person shall have any liability
on account of 4™ Walnut’s Claim.

The Debtor proposes to pay the Allowed Claim of RAIT (Class 2), as more particularly
described in “PART B - THE PLAN AND ITS CONSEQUENCES.” The lien of this creditor
shall be extinguished upon payment in full of its Allowed Claim, as provided in the Plan.

Unless they elect on their ballot to receive a cash payment in lieu thereof, the general
unsecured creditors will receive four payments equal in the aggregate to 100% of their allowed
amount of their unsecured claims, without interest, the first payment in the amount of 25% of
their Allowed Claim payable within thirty days of the Effective Date, the second payment, in the
amount of 25% of their Allowed Claim payable on the first anniversary of the Effective Date, the
third payment, in the amount of 25% of their Allowed Claim payable on the second anniversary
of the Effective Date and the final payment in the amount of 25% of their Allowed Claim
payable on the third anniversary of the Effective Date. See the discussion of Class 4 in “[PART
B - THE PLAN AND ITS CONSEQUENCES” for a fuller description of the treatment of the
Allowed Claims of the general unsecured creditors.

The Alternative Effective Date Cash Option afforded to holders of Allowed Class 4

Claimsis as follows. any Class 4 Claimant shall have the right to elect payment of an amount
equal to seventy (70%) percent of the Allowed Claim, such payment to be made on the Effective

v
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Date; provided, however, that the Class 4 Claimant must affirmatively elect such treatment in the
ballot relating to voting to approve or reject the Plan. A failure of any Class 4 Claimant to make
such affirmative election shall result in treatment of the Class 4 Claimant’s Allowed Claim as
provided for in Section 3.4.1 of the Plan. Any payment made under Section 3.4.2 of the Plan
shall effect a full and fina satisfaction of such claim such that neither the Debtor, nor the
Reorganized Debtor, nor the genera partner, nor any guarantor, nor any other person shall have
any liability on account of such Claim.

Unsecured creditors affiliated with the Debtor (Class 5) will receive a cash flow note,
without interest that shall provide for no payments until all Class 1, Class 2, Class 3 and Class 4
payments are paid as set forth in the Plan, described more fully in “PART B - THE PLAN AND
ITS CONSEQUENCES”.

The current equity holders will retain their interests in the Debtor.

On or before the Effective Date, Turchi shall advance to the Disbursing Agent the
monies required to make the payments due on the Effective Date on account of Allowed Class 1
Claims, Class 2 Claims, Class 3 Claims, and Class 4 Claims. Turchi will also advance to the
Disbursing Agent on or before the Effective Date the monies required to an al Fee Claims.
The advances made by Turchi represent “new value contributions”. If 4™ Walnut elects the
Alternative Effective Date Cash Option under Section 3.1.6 of the Plan, the Reorganized Debtor
and Turchi may refinance the Property and use the proceeds from the refinance (Turchi will
advance any shortfall) to make the payments required on the Effective Date of the Plan.

No distributions of any nature shall be paid to holders of Class 6 Interests or Class 7
Interests until Turchi has been repaid all monies that he, his agents or affiliates advance under
this Plan. The advances being made by Turchi, his agents or affiliates under the Plan shall have
apriority over any and al distributions that the Debtor may otherwise make to holders of Class 6
Interests and/or Class 7 Interests until Turchi, his agents or affiliates have been paid in full.

Maschmeyer Karalis P.C. shal act as Disbursing Agent solely for the funds to be
advanced by Turchi and the Debtor and required to be disbursed on the Effective Date under the
Plan to holders of Allowed Class 1 Claims, Class 2 Claims, Class 3 Claims, Class 4 Claims, and
al Fee Clams incurred through the Effective Date. The Debtor will pay directly al Fee Claims,
al Administrative Claims and all installments that come due after the Effective Date. The
Disbursing Agent shall be empowered to: (1) take all steps and execute al instruments and
documents necessary to make distributions to holders of Allowed Claims under the Plan; (2)
caculate al distributions to Creditors and issue checks from the funds advanced by Turchi
and/or the Debtor to make the distributions contemplated by the Plan; (3) if needed, employ or
retain professionals to represent it with respect to its responsibilities; (4) file a fina report with
the Court after al distributions have been made under the Plan; and (5) pay the fees and
expenses of the Disbursing Agent and the Debtor’s professionals. The duties and responsibilities
of the Disbursing Agent shall automatically terminate after the Disbursing Agent files its final
report of Distributions with the Court. The Disbursing Agent shall have no personal liability for
serving in the fiduciary capacity of Disbursing Agent, except for willful misconduct or gross
negligence. The Disbursing Agent may continue to serve as counsel for the Debtor and the
Reorganized Debtor concurrent with it acting as the Disbursing Agent.
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1.8 Special Considerations

As noted above, this Disclosure Statement has been prepared in conjunction with a Plan
of Reorganization developed to address the financial problems and provide for payment of the
Debtor’s obligations following the conclusion of the reorganization proceedings. There are a
number of factors which may affect the realization of the Plan’s objectives and which you should
consider prior to voting on the Plan. Since the Plan addresses certain claims that will be paid out
over a period of time in excess of only five years (e.g. the balloon payment to 4" Walnut is due
on March 1, 2016 and the last payment to Class 4 is due on the third anniversary date of the
Effective Date), the probability that any of the factors discussed below may materialize tends to
be less as compared to plans to be carried out over alonger time frame.

1.8.1 Ability to Refinance the Property

If 4" Walnut elects the Alternative Effective Date Cash Option under Section
3.1.6 of the Plan, the Reorganized Debtor and Turchi will refinance the Property and use the
proceeds from the refinance (Turchi will advance any shortfal) in order to make the payments
required on the Effective Date of the Plan.  If 4™ Walnut does not elect the Alternative Effective
Date Cash Option under Section 3.1.6 of the Plan, the Debtor will continue to operate the
Property for an additional five year period and will refinance the Property on or before March 1,
2016 and utilize the proceeds to pay on or before March 1, 2016, the any remaining principal
balance due 4™ Walnut plus accrued interest (at the annual contract rate of 5.0%). An estimated
Sources and Uses of Funds as of the Effective Date is attached as Exhibit “B”.

1.8.2 Ability to Generate Net Operating | ncome

The Plan contemplates that the Reorganized Debtor will generate net operating
income in each of the years following the Effective Date through the fifth anniversary of the
Effective Date, which will be sufficient to enable the Debtor to (a) pay the monthly installments
due 4™ Walnut or if applicable, the replacement lender, (b) pay the projected installments to
unsecured creditors not electing the cash option, (c) pay projected installments to Class 2 as
described in Sections 3.2 of the Plan, (d) pay operating expenses and (€) pay any remaining
principal balance due 4™ Walnut plus accrued interest (at the annual contract rate of 5.0%) on or
before March 1, 2016. Turchi will advance to the Debtor any funds required to satisfy any
shortfall on account of the monthly installments due 4™ Walnut.

1.8.3 Default Interest

Exhibit C — Financial projections of the Debtor provides for repayment of
delinquent interest to 4™ Walnut at 5% (the contract rate). 4™ Walnut contends that the
appropriate interest should be 16%, which is the asserted default rate and that the inclusion of
default rate interest from June 2009 through the Effective Date would increase the amounts due
to 4™ Walnut by an additional sum in excess of $1.5 million. Further, 4" Walnut also contends
that it is due late charges which it estimates in excess of $700,000.

The Debtor asserts that upon cure of the default under the 4" Walnut Note, all

consequences of the default will be void, including the applicability of the default interest rate
and late charges. For this reason, the Debtor disputes that 4" Walnut is entitled (i) to interest at
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the default rate and (ii) to collect late charges. To the extent that it is entitled to default interest
and/or late charges, the feasibility of the Plan will be negatively impacted.

19 Inherent Unrdliability of Projections

The Debtor believes the Plan is feasible based upon the projections of the ongoing
operations of the Property following the Effective Date of the Plan, which are attached hereto as
Exhibit “C”. The assumptions on which these projections are based are also included in Exhibit
“C.” The Debtor believes that the assumptions are conservative and has made every effort to
confirm their validity. But, inasmuch as they involve predictions as to future events, there can
be no assurance that such assumptions and, hence, the projections, will, in fact, be borne out by
subsequent events.

1.10 Inadequacy of Projected Net Operating | ncome

Due to any number of factors, it is possible that the Reorganized Debtor will be unable to
generate the projected net operating income. The failure to do so may result in a default under the
Plan or adefault under the 4™ Walnut Note and 4™ Walnut Mortgage and exercise by 4™ Walnut of
the remedies available to it.

1.11 Identity of Partners of the Reorganized Debtor

The Reorganized Debtor will retain its current existence and membership subsequent to
the Effective Date. It is anticipated that 400 Walnut Corporation, whose sole shareholder is John
J. Turchi, Jr., will remain the general partner with a 1% interest in the Reorganized Debtor. The
limited partners will include John J. Turchi, Jr. (89%) and Greentree (10%). John J. Turchi, Jr.
and related parties will retain control of the Reorganized Debtor.

1.12 Management and Policies of the Reor ganized Debtor

The Reorganized Debtor will continue to retain Turchi, Inc. as the property manager.
Turchi, Inc.is an affiliated entity in that it is 100% owned by John J. Turchi, Jr., who is the
principa officer of Turchi, Inc.

The property management agreement provides for payment of a management fee equal to
4% of gross revenue, reimbursement of wages for employees dedicated to the Property,
reimbursement of general and administrative expenses associated with the Property and aleasing
commission fee of $250 per each 12-month lease payable to the applicable employee/agent.
From and after the Effective Date the Reorganized Debtor will pay the management fee due to
Turchi, Inc. The management fees accrued during the pendency of the Chapter 11 proceeding
and earlier will be paid to Turchi, Inc. in accordance with the Plan.

1.13 Uncertainty of Capital Needs

The renovations to the Property were completed in 2003 and the Property has been
properly maintained. Accordingly, the Debtor believes that the Property is good physical
condition and does not anticipate the need for significant capital expenditures in the next five (5)
years.
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1.14 Possbility of L arge Unknown Unsecured Claims

The Bankruptcy Court set October 15, 2010 as the bar date for filing of proofs of clamin
the case. Although the Debtor believes that it is aware of all mgor claims against it and has
taken those claims into account in designing the proposed Plan, it is possible that large,
unknown, unsecured claims will materialize at a later date. In that event, the ability of the
Debtor to pay unsecured creditors under the Plan could be impaired.

2. INFORMATION ABOUT THE REORGANIZATION PROCESS

21 Pur pose of Disclosur e Statement

The purpose of a disclosure statement is to provide the creditors and equity holders with
sufficient information about the Debtor and the proposed plan of reorganization to permit them
to make an informed judgment in voting on the plan. This Disclosure Statement, therefore,
includes background information about the Debtor and also identifies the classes into which
creditors have been placed by the Plan. The Disclosure Statement describes the proposed
treatment of those classes and the possible effects of that treatment on the way in which the
creditors’ claims will be resolved if the Plan is confirmed. In addition, the Disclosure Statement
contains information concerning the future prospects of the Debtor’s business after the Effective
Date, in the event the Plan is confirmed or, in the alternative, if confirmation is denied of the
proposed Plan does not become effective.

This Disclosure Statement and the exhibits described herein have been approved by
Order of the Bankruptcy Court dated , 2010, as containing, in accordance with the
provisions of the United States Bankruptcy Code, 11 U.S.C. 88101 et seq. (the “Bankruptcy
Code”), adequate information of a kind and in sufficient detail that would enable a reasonable,
hypothetical investor, typical of holders of impaired claims or interests, to make an informed
judgment about the Plan. Bankruptcy Court approva of this Disclosure Statement, however,
does not constitute a recommendation by the Bankruptcy Court either for or against the Plan.

YOU ARE URGED TO STUDY THE PLAN IN FULL AND TO CONSULT WITH
YOUR COUNSEL AND OTHER ADVISORS ABOUT THE PLAN AND ITS IMPACT,
INCLUDING POSSIBLE TAX CONSEQUENCES, UPON YOUR LEGAL RIGHTS.
PLEASE READ THIS DISCLOSURE STATEMENT CAREFULLY BEFORE VOTING
ON THE PLAN.

A copy of the Plan is enclosed with this Disclosure Statement

2.2 Brief Explanation of Chapter 11

Chapter 11 is the principal business reorganization section of the Bankruptcy Code.
Pursuant to Chapter 11, a debtor is permitted to reorganize its business for its own benefit and
that of its creditors and other interest holders. Unless a trustee is appointed, the Debtor is
authorized to continue too operate its business, and al attempts to collect pre-petition claims
from the Debtor or to foreclose on property of the Debtor by any creditor are stayed during the
pendency of the case unless the Bankruptcy Court orders otherwise.
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The objective of a Chapter 11 case is the formulation of a plan of reorganization for the
Debtor and its affairs. The plan is the vehicle for resolving claims against the Debtor, as well as
providing for its future direction and operations.

Creditors are given an opportunity to vote on any proposed plan, and the plan must be
confirmed by the Bankruptcy Court to be valid and binding on all parties. Once the plan is
confirmed, all clams against the Debtor which arise before the Chapter 11 proceeding was
initiated, are extinguished, unless specifically preserved in the Plan.

23 Voting Procedures

The Creditors entitled to vote on the present Plan are claimants who hold allowed claims
or allowed interests in the “impaired” classes. A claim or interest is “allowed,” (i) if it is listed
on the Debtor’s schedules as not disputed, contingent or unliquidated, (i1) if it is set forth in a
timely filed Proof of Clam and not objected to by the Debtor as filed, or (iii) if it is approved by
the Bankruptcy Court. Impaired claims are described in 81124 of the Bankruptcy Code and
include claims that will not be repaid in full or as to which the legal rights are altered or interests
are affected. A claim isnot impaired if the holder of the claim receives, on the effective date of
a plan, cash equa to the allowed amount of the claim or, in the case of an interest, the interest
holder receives, on the effective date, cash equal to the greater of any fixed liquidation
preference to which the holder is entitled or any fixed price under which any applicable security
may be redeemed by the Debtor.

A holder of aclaim or interest which isimpaired by a plan is entitled to vote to accept or
reject that plan if such claim or interest has been allowed or is deemed to have been allowed
under 8502 of the Bankruptcy Code, or is temporarily allowed for voting purposes under Rule
3018 of the Bankruptcy Rules. Voting is conducted by written ballot.

The Bankruptcy court has directed that, in order to vote either for acceptance or rejection
of the Plan, claimants must file ballots in writing so that they are received no later than 5:00
P.M.on , 2010, at the following address

Maschmeyer Karalis P.C.
1900 Spruce Street

Philadel phia, PA 19103
Attn: Aris J. Karalis, Esquire
Telefax No. (215) 985-4175

BALLOTS RECEIVED AFTER SUCH TIME WILL NOT BE COUNTED UNLESS
THE COURT SO ORDERS. THE DEBTOR RECOMMENDS A VOTE “EOR
ACCEPTANCE” OF THE PLAN.

24 Ballots
Accompanying this Disclosure Statement is a ballot for acceptance or rgection of the

Plan. Each party in interest entitled to vote on the Plan will receive a ballot. Please complete
and sign your ballot and return in the envelope provided or by fascsimile. Y ou must provide al
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of the information requested by the ballot. Failure to do so may result in the disqualification of
your vote on such ballot.

Each member of a voting class will be asked to vote for acceptance or rejection of the
Plan. All parties eligible to vote on the Plan are urged to complete and return their ballots
promptly to avoid delay in confirmation of the Plan.

ONLY THOSE CREDITORS WHO HAVE ALLOWED CLAIMS AND ARE
ENTITLED TO VOTE ON THE PLAN UNDER THE BANKRUPTCY CODE WILL
RECEIVE BALLOTS WHICH WILL ACCOMPANY THE APPROVED DISCLOSURE
STATEMENT.

If you have any questions regarding procedures for voting, contact the Debtor’s attorney:

Aris J. Karalis, Esquire
Maschmeyer Karalis P.C.
1900 Spruce Street
Philadel phia, PA 19103
215-546-4500

25 The Confirmation Hearing

The Bankruptcy Court has scheduled a hearing on the confirmation of the Plan to
commence on ,201 ,at _ am., or as soon thereafter as the parties can be heard.
The confirmation hearing will be held in Courtroom No. 4, 2™ Floor, United States Bankruptcy
Court, 900 Market Street, Philadelphia, Pennsylvania. At that hearing, the Bankruptcy Court
will consider whether the Plan satisfies the various requirements of the Bankruptcy Code,
including whether it is feasible and in the best interest of holders of claims and interests. The
Bankruptcy Court will also receive and consider a ballot report prepared on behalf of the Debtor
concerning the votes for acceptance or rejection of the Plan by the parties entitled to vote.

2.6 Acceptance or Rejection

In order for the Plan to be accepted and, thereafter, confirmed, it must be accepted by at
least one class of claims or interests which isimpaired by the Plan. In order for a class of claims
to vote to accept the Plan, votes representing at least 2/3 in amount and more than %2 in number
of claims voted in that class must be cast for acceptance of the Plan. In order for a class of
interest to vote to accept the Plan, votes representing at least 2/3 in amount of those interests
voted in that class must be cast for the acceptance of the Plan.

Section 1129(b) of the Bankruptcy Code provides that, as long as one class of claims or
interests impaired by the Plan accepts the Plan, confirmation may be sought despite the rejection
of the Plan by one or more other impaired classes. If a class impaired by the Plan rgjects the
Plan, no claim or interest that is junior to the most senior rgecting class may retain or receive
property pursuant to the Plan solely on account of such claim or interest unless the senior
rejecting class is paid in full. The Plan cannot be confirmed over the objections of a rejecting
class unless the Bankruptcy Court finds that the Plan does not unfairly discriminate against, and
Is fair and equitable to, that class. Pursuant to 81129(b) of the Bankruptcy Code, the Debtor
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intends, if necessary, to request that the Bankruptcy Court confirm the Plan even in the event a
class of creditors or interest holders does not vote in the requisite mgority to accept the Plan.

27 Disclaimers

THIS DISCLOSURE STATEMENT, WHEN APPROVED BY THE BANKRUPTCY
COURT, IS THE ONLY APPROVED STATEMENT CONCERNING THE MATTERS AND
FACTS DEALING WITH THE SOLICITAITON OF ACCEPTANCES FOR THE PLAN.

THIS DISCLOSURE STATEMENT MAY NOT BE RELIED ON FOR ANY
PURPOSE OTHER THAN TO DETERMINE HOW TO VOTE ON THE PLAN, AND
NOTHING CONTAINED IN IT SHALL CONSTITUTE AN ADMISSION OF ANY FACT OR
LIABILITY BY ANY PARTY, OR BE ADMISSIBLE IN ANY PROCEEDING INVOLVING
THE DEBTOR OR ANY OTHER PARTY, OR BE DEEMED CONCLUSIVE ADVICE ON
THE TAX OR OTHER LEGAL EFFECTS OF THE REORGANIZATION OF THE DEBTOR
OR HOLDERS OF CLAIMS OR INTERESTS.

THE STATEMENTS CONTAINED IN THIS DISCLOSURE STATEMENT ARE
MADE AS OF THE DATE HEREOF UNLESS ANOTHER TIME IS SPECIFIED HEREIN,
AND NEITHER DELIVERY OF THIS DISCLOSURE STATEMENT NOR ANY
EXCHANGE OR RIGHTS MADE IN CONNECTION WITH THIS DISCLOSURE
STATEMENT SHALL, UNDER ANY CIRCUMSTANCES, CREATE AN IMPLICATION
THAT THERE HAS BEEN A CHANGE IN THE FACTS SET FORTH HEREIN SINCE THE
DATE THE DISCLOSURE STATEMENT WAS COMPILED.

THE STATEMENTS AND REPRESENTATIONS CONTAINED HEREIN ARE
MADE SOLELY BY OR AT THE INSTANCE OF THE DEBTOR AND THE DEBTOR
BEIEVES THEY ARE ACCURATE. NO OTHER PARTY IN INTEREST IS RESPONSIBLE
FOR THE ACCURACY OR ADEQUACY OF THE INFORMATION CONTAINED HEREIN.
IN PARTICULAR, COUNSEL FOR THE DEBTOR HAS UNDERTAKEN NO
INDEPENDENT FACTUAL INVESTIGATION AND HAS RELIED UPON INFORMATION
FURNISHED BY THE DEBTOR OR ITS REPRESENTATIVES IN PREPARING THIS
DISCLOSURE STATEMENT.

NO REPRESENTATIONS CONCERNING THE PLAN ARE AUTHORIZED BY THE
DEBTOR OTHER THAN AS SET FORTH IN THIS DISCOSURE STATEMENT. ALL OF
THE FINANCIAL INFORMATION WITH RESPECT TO THE DEBTOR WAS COMPILED
FROM THE DEBTOR’S RECORDS, AND THE DEBTOR DOES NOT WARRANT OR
REPRESENT THAT THE INFOROMATION CONTAINED HEREIN 1S WITHOUT
INACCURACY.

THE PRESENTATION OF THE INFORMATION SET FORTH HEREIN DOES NOT
CONSTITUTE FACTUAL OR LEGAL ADMISSIONS BY THE DEBTOR. CERTAIN OF
THE INFORMATION, BY ITS NATURE, IS FORWARD LOOKING, CONTAINS
ESTIMATES AND ASSUMPTIONS WHICH MAY PROVE TO BE FALSE OR
INACCURATE AND CONTAINS PROJECTIONS WHICH MAY BE MATERIALLY
DIFFERENT FROM ACTUAL FUTURE EXPERIENCES. SUCH ESTIMATES AND
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ASSUMPTIONS ARE MADE FOR INFORMATIONAL PURPOSES ONLY AND NO
REPRESENTATION OR WARRANTY ISMADE WITH RESPECT THERETO.

2.8 Additional I nformation

Certain materials contained in this Disclosure Statement have been taken directly from
other sources of information. Documents referred to as filed with the Bankruptcy Court may be
inspected at the office of the Bankruptcy Court Clerk in the United States Bankruptcy Court, 900
Market Street, Philadelphia, Pennsylvania or online at the Court’s website at
http://ecf.paeb.uscourts.gov.

PART B - THE PLAN AND ITSCONSEQUENCES

3. PROVISIONSOF THE PLAN

The following is a simplified description of the Plan, which is enclosed with this
Disclosure Statement. REFERENCE SHOULD BE MADE TO THE PLAN ITSELF AND THE
EXHIBITS THERETO FOR A FULL ANALY SIS OF ITS CONTENTS. THE DESCRIPTION
CONTAINED HEREIN IS QUALIFIED IN ITSENTIRTY BY SUCH REFERENCE.

3.1 Classification and Treatment of Claims and | nterests

Class 1. Secured Claim of 4" Walnut

1.1 Treatment of Allowed Claim. The treatment and consideration to be
received by 4" Walnut in connection with its Secured Claim shal be in full settlement,
satisfaction, release and discharge of al its respective claims and liens in connection with this
Clam. The Allowed Claim of 4" Walnut under the 4" Walnut Note and the 4" Walnut
Mortgage shall consist of the Allowed portion of the following components. (a) all monthly
installments of principal and interest (at the annual contract rate of 5.0%) in the amount of
$70,458.28 that were due and payable from June 1, 2009 through July 1, 2010 as provided in the
4™ Walnut Note, less any payments paid on account of these installments (“Pre-Petition Accrued
Installments™); (b) all monthly installments of principal and interest (at the annual contract rate
of 5.0%) in the amount of $70,458.28 that were due and payable from August 1, 2010 through
the Effective Date as provided in the 4™ Walnut Note, less the adequate protection payments paid
to 4™ Walnut (“Post-Petition Accrued Installments”); (c) monthly installments of the tax escrow
payment in the amount of $5,407.72 from June 1, 2009 through the Effective Date (“Accrued
Tax Escrow Payments”); (d) all monthly installments of principal and interest in the amount of
$70,458.28 (at the annual contract rate of 5.0%) that come due after the Effective Date through
February 1, 2016 and the monthly tax escrow payment in the amount of $5,407.72 (collectively,
the “Unmatured Installments™); (e) on or before March 1, 2016, any remaining principal balance
due plus accrued interest (at the annual contract rate of 5.0%) (“Balloon Payment”); and (f)
reasonable fees and costs to the extent allowed under 11 U.S.C. §506(b) (“the “506(b) Charges”)
owed by the Debtor to 4™ Walnut as of the Effective Date. The portion of the Allowed Claim of
4™ Walnut consisting of allowed 506(b) Charges, if any, shall be paid on the Effective Date as if
the 506(b) charges had been requested by 4™ Walnut and either (i) agreed to in writing by the
Debtor or (ii) approved by aFina Order of the Bankruptcy Court.
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1.2 Payment of Allowed Claim. The portion of the Allowed Claim of 4™
Walnut consisting of Pre-Petition Accrued Installments and Post-Petition Accrued Installments
shall be paid to 4" Walnut on the Effective Date. The portion of the Allowed Claim of 4™
Walnut consisting of Accrued Tax Escrow Payments shall be paid to 4" Walnut on the Effective
Date and shall be utilized by 4™ Walnut to pay the property taxes for the Property as they come
due. The Reorganized Debtor shall pay the Unmatured Installments after the Effective Date as
they come due and the Balloon payment on or before March 1, 2016.

1.3  Retention of Liens. 4™ Walnut shall retain its liens against the Property
of the Reorganized Debtor and the secured status of its Claim against the Property of the
Reorganized Debtor to same extent as exists on the Effective Date.

14  Deficiency Claim. In the event that 4" Walnut is determined to be an
undersecured creditor, the portion of the 4" Walnut Claim which is determined to be secured
shall constitute the Class 1 Secured Claim of 4™ Walnut under this Plan. If any remainder of the
4™ Walnut Claim is determined to exist (such amount, if it exists, the “4™ Walnut Deficiency
Claim”) shall be included in Class 4 Unsecured Claims under this Plan. In the event the 4"
Walnut Deficiency Claim exists, any funds provided for distribution under the Plan to which the
Class 1 Claimant would no longer be entitled (given its status as an undersecured creditor),
including any amounts reserved for 4" Walnut’s fees, charges and post-petition interest, may be
utilized to fund distributions to Allowed Class 4 Claimants.

15  Extinguishment of Lien. Upon payment in full of its Allowed Secured
Claim as provided herein, the Lien of 4™ Walnut shall be extinguished and shall effect a full and
final satisfaction of such claim such that neither the Debtor, nor the Reorganized Debtor, nor the
general partner, nor any guarantor, nor other person shall have any liability on account of such
Claim.

1.6  Alternative Effective Date Cash Option. 4™ Walnut shall have the right
to elect payment of the amount of $11,000,000, such payment to be made on the Effective Date;
provided, however, that 4" Walnut must (i) affirmatively elect this Alternative Effective Date
Cash Option treatment in the ballot cast in connection with the Plan, (ii) vote to accept the Plan,
(iii) not file any objection to confirmation of the Plan and (iv) support confirmation of the Plan.
A failure of 4™ Walnut to make such affirmative election shall result in treatment of the 4™
Walnut’s Allowed Claim as provided for in Sections 3.1.1 through 3.1.5 of the Plan. Any
payment made under Section 3.1.6 of the Plan to 4™ Walnut shall effect a full and final
satisfaction of 4" Walnut’s Claim such that neither the Debtor, nor the Reorganized Debtor, nor
the genera partner, nor any guarantor, nor any other person shall have any liability on account of
4" Walnut’s Claim.

Class2. RAIT Secured Claim:

21 Treatment of Allowed Claim. The treatment and consideration to be
received by RAIT in connection with its Secured Claim shall be in full settlement, satisfaction,
release and discharge of al its respective claims and liens in connection with this Claim. The
amount of the Allowed Claim of RAIT shall be $600,000. The Allowed Claim of RAIT shall be
paid as follows: (a) all interest payments that remain unpaid as of the Effective Date shall not be
due or payable until the earlier of the date that the Class 1 Secured Claim has been paid in full or
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March 1, 2016; (b) consecutive monthly interest payments (at the contract rate) due after the
Effective Date shall commence on the first day of the first month after the Effective Date and
continue each month thereafter until the principal balance is paid, and (c) the principa balance
due plus accrued interest shall be paid on or before March 1, 2016; provided, however, no
principal balance shall be paid until the Class 1 Claim has been paid in full as set forth in this
Plan.

2.2 Retention of Liens. RAIT shall retain its liens against the Property of the
Reorganized Debtor and the secured status of its Claim against the Property of the Reorganized
Debtor to same extent as exists on the Effective Date.

2.3  Deficiency Claim. In the event that RAIT is determined to be an
undersecured creditor, the portion of the RAIT Claim which is determined to be secured shall
constitute the Class 2 Secured Claim or RAIT under this Plan. If any remainder of the RAIT
Claim is determined to exist (such amount, if it exists, the “RAIT Deficiency Claim™) shall be
included in Class 4 Unsecured Claims under this Plan. In the event the RAIT Deficiency Claim
exists, any funds provided for distribution under the Plan to which the Class 2 Claimant would
no longer be entitled (given its status as an undersecured creditor), including any amounts
reserved for RAIT’s fees, charges and post-petition interest, may be utilized to fund distributions
to Allowed Class 4 Claimants.

24  Extinguishment of Lien. Upon payment in full of its Allowed Secured
Claim as provided herein, the Lien of RAIT shall be extinguished and shall effect afull and final
satisfaction of such clam such that neither the Debtor, nor the Reorganized Debtor, nor the
general partner, nor any guarantor, nor other person shall have any liability on account of such
Claim.

Class 3. Priority Non-Tax Claims. The treatment and consideration to be
received by holders of Allowed Class 3 Claims shall be in full settlement, satisfaction, release
and discharge of their respective Clam. Class 3 Allowed Claims will be paid on the Effective
Date.

Class 4. General Unsecured Creditors:

4.1  Treatment of Allowed Claim. The treatment and consideration to be
received by holders of Allowed Class 4 Claims shall be in full settlement, satisfaction, release
and discharge of their respective Claim. Unless they elect the alternative cash option treatment
provided in Section 3.4(b) hereof, holders of Allowed Class 4 Claims shall be paid 100% as
follows:

4.1.1 within thirty (30) days after the later date of the (i) Effective Date
or (ii) the date on which the Claim becomes an Allowed Claim,
25% of their Allowed Claim;

4.1.2 within one year after the later date of the (i) Effective Date or (ii)

the date on which the Claim becomes an Allowed Claim, 25% of
their Allowed Claim;
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4.1.3 within two years after the later date of the (i) Effective Date or (ii)
the date on which the Claim becomes an Allowed Claim, 25% of
their Allowed Claim; and

4.1.4 within three years after the later date of the (i) Effective Date or (ii)
the date on which the Claim becomes an Allowed Claim, 25% of
their Allowed Claim.

4.2  Alternative Effective Date Cash Option. Any Class 4 Claimant shall
have the right to elect payment of an amount equa to seventy (70%) percent of the Allowed
Claim, such payment to be made on the Effective Date; provided, however, that the Class 4
Claimant must affirmatively elect such treatment in the ballot relating to voting to approve or
reject the Plan. A failure of any Class 4 Claimant to make such affirmative election shall result
in treatment of the Class 4 Claimant’s Allowed Claim as provided for in Section 3.4.1 hereof.
Any payment made under this Section of the Plan shall effect afull and final satisfaction of such
claim such that neither the Debtor, nor the Reorganized Debtor, nor the genera partner, nor any
guarantor, nor any other person shall have any liability on account of such Claim.

Class 5. Affiliate Unsecured Creditors:

51 Class 5 consists of alowed claims of unsecured creditors of the Debtor
who are “affiliates” of the Debtor, as that term is defined in 8101(2) of the Bankruptcy Code.
These claimants consist primarily of individuals who, or entities, which have a relationship of
ownership to the Debtor. According to the Debtor’s schedules, the Debtor had outstanding
obligations to the following affiliated entities: 1930 Chestnut Street Associates, L.P.
($79,962.00); Turchi ($49,556.00); Mortgage Acquisition, LLC ($530.00); and Turchi Inc.
($4,146,018.00). Under the Plan, the outstanding pre-petition balances due Turchi, Inc. and
other insiders may be paid only after Class 1 (4™ Walnut), Class 2 (RAIT), Class 3 (Priority
Claims) and Class 4 (Unsecured Claims) are paid in full.

52  Treatment of the Allowed Claim. The treatment and consideration to be
received by holders of Allowed Class 5 Claims shall be in full settlement, satisfaction, release
and discharge of their respective Claim. Holders of Allowed Class 5 Claims will receive, on the
Effective Date, a cash flow note which will accrue interest but provide for no payments from the
Debtor until the earlier of repayment in full of all amounts due to all of the Debtor’s creditors
holding claims on the Effective Date or the fourth anniversary of the Effective Date; provided,
however, payments may only be made to Holders of Allowed Class 5 Claims if the Reorganized
Debtor has made the required payments under this Plan to holders of Class 1, Class 2, Class 3
and Class 4 Claims. Notwithstanding the foregoing, unless this amount or treatment is changed
by a subsequent order of Court, then each holder of an (Affiliate) Claim will receive, on the
Effective Date, a cash flow note in the amount of their Allowed Claim, without interest, that
shall provide for no payments from the Debtor until all Class 1, Class 2, Class 3 and Class 4
Claims are paid as set forth in this Plan. The final treatment of the (Affiliate)’s Claims have not
been determined.

Class 6. Limited Partner Interests. The interests of each limited partner shall
remain equal to the interest of the respective limited partner as of the Petition Date.
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Class 7. General Partner Interest: The interests of the general partner shall
remain equal to the Interest of the general partner as of the Petition Date.

3.2 Unclassified Administrative Claims

The allowed claims of those creditors whose claims constitute administrative
expenses under the Bankruptcy Code will be paid in full in cash on the Effective Date (to the
extent not paid previously during the administration of the case) or in accordance with such
terms as may be agreed upon by each holder of such claim and the Debtor. It is estimated that
the administrative expenses in this case will exceed $ . Currently, the Debtor’s counsel has
incurred cumulative fees and expenses in the approximate amount of $ . In addition, the
Debtor’s appraiser, Ludwig Corporation, has fees in the approximate amount of $8,500 for the
preparation of its report plus $325 per hour for any testimony provided.

33 Other Provisions of the Plan

3.3.1 Preservation of Rights

In the Plan, the Debtor specifically preserves any preference claims, fraudulent
conveyance claims or other claims, which it may have against any creditor or other party under
the Bankruptcy Code or other applicable law. Confirmation and effectiveness of the Plan will
not be deemed to release any such clams.

3.3.2 Effective Date

The Effective Date is the date on which the confirmed Plan takes effect. If the
Effective Date does not occur, the Plan, although confirmed, cannot be consummated and will
give rise to no rights or liabilities. The Effective Date is estimated to occur on or about March
1, 2011.

3.3.3 Releases

The Plan provides for certain releases, excul pation of liability and injunctions.

If 4" Walnut elects the Alternative Effective Date Cash Option it will, upon
receipt of the payment of $11,000,000, have released any claim that it may have against the
Debtor, the Reorganized Debtor, the general partner, any guarantor and any other person of
liability onits claim.

Any Class 4 creditor accepting the cash option will be deemed to, by virtue of the
payment of the cash portion of its claim, have released any claim that it may have against the
Debtor, the Reorganized Debtor, the general partner and any other person of liability on such
clam.

Also, upon payment of the Class 1 and Class 2 Allowed Secured Claims as set
forth in the Plan, Class 1 and Class 2 Creditors will be deemed, by virtue of the payment of their
Claim in full as set forth in the Plan, to have released any claim that they may have against the
Debtor, the Reorganized Debtor, the genera partner, any guarantors and any other person of
liability on such claims.
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In addition, the Confirmation Order will also serve to enjoin al claimants from
taking any actions against the Debtor, the Reorganized Debtor, its property or its limited or
general partners on account of any discharged claims, debts or liabilities. In addition, 4™ Walnut
will be prohibited from pursuing its claim against the Debtor, the Property, the Reorganized
Debtor, the general partner or any guarantors, so long as the Reorganized Debtor remains current
on the 4™ Walnut obligations and satisfies the 4™ Walnut obligations on or before March 1, 2016.

3.3.4 Disputed Claims

In connection with the Plan and bankruptcy process, the Debtor will have the
opportunity to review the claims of creditors and determine if it objects to the amount or
characterization of the claims. The Debtor has not completed its analysis of the various claims,
but will do so in the 120-day period subsequent to the confirmation of the Plan.

If an objection is filed to a claim, it becomes and is treated as a Disputed Claim
under the Plan. Claims which remain Disputed Claims as of the Effective Date will not receive
their proposed distribution until the claim is definitely resolved by agreement and/or final non-
appealable Court Order.

3.3.5 Executory Contracts and Unexpired L eases

The Plan provides that, unless provision is otherwise made in either the Plan or a
separate motion is filed prior to the Effective Date, all executory contracts and unexpired leases
to which the Debtor is a party will be regected. The Plan further provides that claims for
rejection damages must be filed no later than 30 days after the Effective Date. Such claims will
be treated as general unsecured claims under Class 4. All leases with tenants at the Property in
existence as of the Effective Date are hereby assumed. The Lease Agreement was rejected by an
Order of the Bankruptcy Court dated August 24, 2010 [Docket No. 57].

4. FEASIBILITY OF THE PLAN

Section 1129 of the Bankruptcy Code provides that the Bankruptcy Court shall not
confirm a plan of reorganization unless the plan is feasible; that is, that its confirmation is not
likely to be followed by liquidation or the need for further financial reorganization. Based upon
the financial data and projections set forth below and the assumptions contained therein, the
Debtor has concluded that the Plan satisfies this criterion.

4.1 Financial Statements and Projections

Attached hereto as Exhibit “D” are the Debtor’s financial statements showing results
from January 1, 2010 through July 31, 2010, as compiled by the Debtor. Also attached hereto as
Exhibit “C” are projections prepared by the Debtor relating to the Reorganized Debtor’s
operations and financial activities for August 1, 2010 through January 31, 2011, as well as a
five-year forecast for years 2011 through 2016.

Attached as Exhibit “B” is the projected sources and uses of cash on the Effective Date.

This projection presents a picture of the Debtor’s projected financial position on or about March
1, 2011 and describes the transactions which, under the Plan, would occur on that date. This
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statement indicates that on the Effective Date, the Reorganized Debtor will have sufficient funds
to make all necessary payments under the Plan and to continue operations as set forth in the
projections. The projections begin with the transactions on the Effective Date and show the
amounts projected to be received as cash from operations and the proceeds from the refinance of
the Property. The projections further show (i) payments to be paid on the Effective Date, (ii)
scheduled installment payments under the Plan to pay 4™ Walnut, (iii) payments to Classes 2, 3,
and 4 claimants, and (iv) payments to be paid on the Effective Date to the unclassified claims.
The projections include an explanation and description of the assumptions underlying the
projections.

The Debtor believes that the net operating income figures included in the projections are
reasonable. This opinion is based on the Debtor’s knowledge of the Property and market
conditions and the ability to control expenses on the Property.

THE PROJECTIONS INVOLVE ESTIMATES OF FUTURE FINANCIAL
PERFORMANCE AND SHOULD NOT BE CONFUSED WITH THE ACTUAL
FINANCIAL POSITION OF THE REORGANIZED DEBTOR AT OR FOR THE
HPERIODS INDICATED, WHICH MAY DIFFER MATERIALLY FROM THE
PROJECTIONS.

The Debtor believes the projected financial data to be reasonable and has incorporated
conservative assumptions into the projections, but no assurance can be given that the results
shown will be realized or even approximated. Certain assumptions used in preparing the
projections are set forth in the notes following the projected financial data, which notes are an
integral part of the projections and of this Disclosure Statement. Because of the inherent
uncertainty of any projections of future performance, the projections must be treated with a
considerable degree of caution. The projections should be read in conjunction with the notes
thereto, the other information set forth in this Disclosure Statement and with the Debtor’s
financia statements attached hereto.

4.2 Protections Built Into the Plan

The Plan includes numerous features which are designed to enhance its feasibility and to
provide protection against future liquidation or the need for further financial reorganization. The
Debtor believes that the prospects for the success of the Property under the ownership of the
Reorganized Debtor after confirmation of the Plan will be favorable. The reason for this
optimism is that the Debtor has procured a new lender that will advance the necessary
funds to satisfy the 4" Walnut obligations as set forth under the Plan. The new financing
will have more favorable terms and therefore, the Debtor believes its forecasts are
achievable.

5. ALTERNATIVESTO THE PLAN

5.1 Rdief From Stay

One alternative to the Plan is for the Bankruptcy Court to grant 4" Walnut relief from the
automatic stay. Relief from the automatic stay would be appropriate under the Bankruptcy Code
and applicable Supreme Court rulings if the Debtor had no equity in the Property and personal
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property and such real estate or persona property was not necessary to an effective
reorganization, which would be effectuated within a reasonable time. Relief from stay would be
quickly followed by foreclosure proceedings of the mortgage on the Property asserted by 4™
Walnut.

On August 6, 2010, 4™ Walnut filed a motion for relief from the automatic stay (the
“Stay Motion”). Pursuant to the Stay Relief Motion, 4" Walnut has sought stay relief (i)
pursuant to 11 U.S.C. §362(d)(2) because 4™ Walnut contends the Debtor has no equity in its
property and because the property is not necessary for an effective reorganization reasonably in
prospect and (ii) pursuant to 11 U.S.C. 8362(d)(1) for cause, including lack of adequate
protection of its interest in the collateral. The hearing on the Stay Relief Motion is in process.
The Debtor will defend it vigorously.

5.2 Objection to Use of Cash Collateral

On September 30, 2010, 4™ Walnut filed (a) Objection to the Debtor’s continued use of
cash collateral and (b) Cross Motion to prohibit use of rents, to compel debtor to segregate rents
and for an accounting (the “Objection to Use of Cash Collateral”). The hearing on the Objection
to Use of Cash Collateral isin process. The Debtor will defend it vigorously.

It is possible that the total valid secured claims of 4™ Walnut would exceed the value of
the Property at a foreclosure sale. Under distress sale conditions following foreclosure, it is
probable that the only claim which would be paid anything would be the claim of 4™ Walnut.
Holders of Class 4 claims (i.e. general unsecured creditors) would likely receive nothing.

5.3 Liquidation

Another alternative to the Plan is liquidation of the Debtor’s estate after conversion of the
case to Chapter 7. Liquidation would have essentially the same result as relief from stay. (See
the discussion in Section 5.1), except that sale of the Property could possibly be conducted in a
more orderly fashion. While this might result in somewhat higher net proceeds for distribution,
the Debtor believes that the value of the Property in a Chapter 7 liquidation is less than the value
of 4™ Walnut’s claim.

The Debtor has considered whether the creditors and interest holders would receive more
upon liquidation of the Debtor’s estate than under the Plan. A detailed Liquidation Analysis is
attached as Exhibit “A.” The Debtor has concluded that a liquidation of the estate would yield
less funds for payment of the claims of Classes 2, 3, 4, 5, 6, and 7 claimants than such claimants
would realize under the Plan.

5.4 Different Plan

Another alternative to the Plan would be the proposal of a different plan by another party
in interest in the event that the Plan is not confirmed or does not become effective.
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6. CONFIRMATION OF THE PLAN

6.1 Voting on the Plan

The Plan cannot be consummated unless it is confirmed by the Bankruptcy Court.
Confirmation of the Plan requires, among other things, either (i) that each Class of claims or
interests that is impaired by the Plan has voted to accept the Plan by the requisite mgjorities, or
(i) that the Plan is determined by the Bankruptcy Court not to discriminate unfairly and to be
fair and equitable, as defined by the Bankruptcy Code, with respect to classes of clams and
interests that have rejected the Plan.

6.2 Voting Eligibility

The Class 3 clams are not impaired under the Plan and the holders of the Class 6 and
Class 7 interests are not impaired under the Plan. Holders of claims in Class 3 will be paid in
full in cash on the Effective Date of the Plan and the Class 6 and Class 7 interests are not
terminated. The holders of the Class 3 claims and the holders of the Class 6 and Class 7 interests
are, therefore, not eligible to vote on the Plan.

All holders of Classes 1, 2, 4 and 5 claims are eligible to vote on the Plan.

6.3 Acceptance and Reg ection

With respect to Classes 1, 2, 4 and 5 such Classes will be deemed to have accepted the
Plan if the holders of at least two-thirds in aggregate dollar amount and more than one-half in
number of the Allowed Claims that are actually voted for or against the Plan vote to accept the
Plan.

6.4 Confirmation Despite Dissent

Even though a class has not accepted the Plan, and other classes may vote against the
Plan, the Plan may nevertheless be confirmed by the Bankruptcy Court if (i) the Plan is accepted
by at least one impaired class and meets al of the other requirements of §1129(a) of the
Bankruptcy Code; (ii) the Court finds that the Plan does not discriminate unfairly; and (iii) the
Court finds that the Plan is fair and equitable to the rgjecting Classes. Such a finding would
require a determination by the Bankruptcy Court that the Plan meets the requirements of
§1129(b) of the Bankruptcy Code, including that no holder of any claim or interest junior to the
claims of the rglecting Class is receiving or retaining any property or payment under the Plan
solely on account of such claim or interest. The Debtor believes that the Plan satisfies this
criterion.

6.5 Other Conditions to Confir mation

Section 1129 of the Bankruptcy Code contains other criteria which the Bankruptcy Court
must find have been met before it may confirm a plan of reorganization. One criterion, which is
applicable unless every holder of an impaired claim against or interest in the Debtor has voted to
accept the Plan, is that the amount to be received under the Plan by each rejecting holder of a
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clam or interest impaired under the Plan is not less than the amount such holder would have
received had the Debtor’s estate been liquidated.

To calculate what members of each impaired class of claims and interest would receive if
the Debtor were liquidated, the Bankruptcy Court would first determine the dollar amount that
would be generated from the liquidation. After determining this amount, the Bankruptcy Court
would then subtract the cost of the liquidation (including commissions, transfer taxes and other
costs of sale, trustee’s fees, if a trustee is appointed, and the fees of professionals employed by
the trustee), the unpaid expenses of the reorganization proceeding and other bankruptcy priority
obligations. The Bankruptcy Court would further subtract from the liquidation value of the
Debtor’s estate the amount of any secured claims, to the extent of the value of the property
securing such claims. These and any other claims arising from the liquidation or from current
reorganization proceedings would be paid in full before any funds would be made available to
pay unsecured creditors. The court would then determine the amount of unsecured claims
allowed in the liquidation proceedings. If the proceeds from liquidation (after subtracting the
amounts described above) were not sufficient to pay in full the total amount of allowed
unsecured claims, there would be no need to determine the amount owing to classes of claims
and interests junior to unsecured clams (e.g., general partnership interests and limited
partnership interests) because such junior claims and interests would not be entitled to receive
any distribution in the liquidation. The value of the distribution resulting from a liquidation, if
any, would be compared with the value offered to the classes of unsecured claims and interests
under the Plan. See Exhibit “A” for the Debtor’s analysis of the liquidation scenario. The
Debtor believes that the Plan provides creditors with a greater recovery than in liquidation.

As described in Section 5, the Debtor believes that Classes 1, 2, 3, 4, 5, 6, and 7 will
receive or retain, under the Plan, on account of such claim or interest, a value that is equal to or
greater than the amount that such claimant would receive or retain if the Debtor were liquidated.

6.6 Operation Pending Confir mation and Effectiveness

Pending confirmation and effectiveness of the Plan, the Debtor will continue to be
operated as a debtor-in-possession by the General Partner and the Property will continue to be
managed by Turchi, Inc.

Until the Plan is confirmed and becomes effective, none of the Plan provisions shall be
effective and none of the restrictions contained therein will be applicable. In addition, until the
Effective Date, the automatic stay imposed by operation of the Bankruptcy Code will remain in
effect.

6.7 Disputed Claims

The actua amount of the payments to certain creditors may depend on the resolution of
disputed claims. The Debtor is continuing to analyze proofs of claim filed by creditors in the
case and to compare them to amounts shown on the Debtor’s books for liabilities to such
creditors.  Such differences have been and will continue to be reduced or eliminated by
reconciliation of accounts or by agreements with the respective creditors. No payments will be
made to disputed creditors until such time as the dispute has been resolved.
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6.8 Anticipated Administrative Claims

Administrative claims are those claims associated with the administration of the
bankruptcy case, including the fees approved by the Court of the Debtor’s attorneys, accountants
and other experts. It is estimated that total administrative claims in the case will be in excess of
several hundred thousand dollars for professional fees and charges.

1. CONSEQUENCESOF THE PLAN

7.1 Recovery of Avoidance Actions

Sections 544 and 548 of the Bankruptcy Code alow the recovery of certain payments
made for less than fair consideration at a time when the Debtor was insolvent. The Plan
expressly reserves the right of the Debtor to pursue any potential preference recoveries. Given
the proposed substantial payments to creditor constituencies under the Plan, the Debtor does not
believe that an investigation into pre-petition transfersis warranted.

7.2 Jurisdiction of the Bankruptcy Court

Under the Plan, the Bankruptcy Court retains jurisdiction after the Effective Date to (1)
classify, re-examine and determine objections to claims; (2) determine all questions, disputes,
causes of action or controversies regarding or involving either the Debtor or assets of the
Debtor’s estate and arising either prior to the Effective Date, whether or not subject to action
pending a confirmation, or subsequent to the Effective Date; (3) determine matters as
contemplated under 81142 of the Bankruptcy Code or with respect to the discharge of the Debtor
under the Plan; (4) correct, modify or interpret the Plan; (5) enter orders to facilitate
consummeation of the Plan, to enable the Effective Date to occur, to enforce or to limit the title,
rights and powers of the Debtor or claimants, or to close the bankruptcy case or any other order;
and (6) reconsider or vacate the order of confirmation if consummation of the Plan on the
Effective Date is rendered impossible.

400 WALNUT ASSOCIATES, L.P.,
a Pennsylvania Limited Partner ship

By: _ /s/ John J. Turchi, Jr.
JOHN J. TURCHI, Jr., President

MASCHMEYER KARALISP.C.

By: /s ArisJ. Karalis
ARIS J. KARALIS
1900 Spruce Street
Philadelphia, PA 19103
215-546-4500
Attorneys for the Debtor
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LIST OF EXHIBITS

Exhibit “A” Liquidation Analysis
Exhibit “B” Sources and Uses of Funds as of the Effective Date
Exhibit “C” Financial Projections of the Debtor

Exhibit “D” Financial Statements of the Debtor



