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DISCLOSURE STATEMENT DATED DECEMBER §:24, 2003

SOLICITATION OF VOTES WITH RESPECT TO THE
SECOMPTHIRD AMENDED JOINT PLAN OF LIQUIDATION OF
NATIONAL CENTURY FINANCIAL ENTERPRISES, INC,
AND ITS DEBTOR SUBSIDIARIES

NATIONAL CENTURY FINANCIAL ENTERPRISES, INC. ("NCFE") AND EACH OF ITS DEBTOR
SUBSIDIARIES (COLLECTIVELY WITH NCFE, THE "DEBTORS" OR THE "PLAN PROPONENTS"I BELIEVE
THAT THE SEGODTHIRD AMENDEDR JOINT PLAN OF LIQUIDATION OF NCFE AND ITS DEBTOR
SUBSIDIARIES, DATED DECEMBER $,24, 2003 AND ATTACHED AS EXHIBIT I (THE "PLAN"). IS IN THE
BEST INTERESTS OF CREDITORS. ALL CREDITORS ENTITLED TO ¥OTE ARE LURGED TO VOTE IN FAVOR
OF THE PLAN. A SUMMARY OF THE VOTING INSTRUCTIONS ARE SET FORTH BEGINNING ON PAGE
OF THIS DISCLOSURE STATEMENT. MORE DETAILED INSTRUCTIONS ARE CONTAINED ON THE

' BALLOTS DISTRIBUTED TO CREDITORS ENTITLED TO VOTE ON THE PLAN. TO BE COUNTED. YOUR
BALLOT MUST BE DULY COMPLETED, EXECUTED AND RECEIVED BY 5:00 P.M., EASTERN TIME. ON
{ | {TIHE "VOTING DEADLINE"), UNLESS EXTENDED.

THE CONFIRMATION AND EFFECTIVENESS OF THE PROPOSED PLAN ARE SUBJECT TO
MATERIAL CONDITIONS PRECEDENT, SOME OF WHICH MAY NOT BE SATISFIED. SEE "OVERVIEW OF
THE PLAN — CONDITIONS TO CONFIRMATION AND THE EFFECTIVE DATE OF THE PLAN" AND "VOTING
ON AND CONFIRMATION OF THE PLAN — ACCEPTANCE OR CRAMDOWN.” THERE CAN BE NO
ASSURANCE THAT THESE CONDITIONS WILL BE SATISFIED OR WAIVED.,

No person is authorized by any of the Debtors in connection with the Plan or the selicitation of acceplances
of the Plan to give any informalion or 1o make any representation other than as contzined in this Disclosure
Statement and the exhibits and schedules attached hercto or incorporared by reference or referred (o herein. and. if
given or made, such information or representation may not be relied upon as having been authorized by any of the
Debtars. Although the Debtors will make available to creditors entitled to vote on acceptance of the Plan such
additional information as may be rcquired by applicable law prior to the Voting Deadline, the delivery of this
Disclosurc Statement will not under any circumstances imply that the information herein is correct as of any time
suhsequent 1o the date hereof.

ALL CREDITORS ARE ENCOURAGED TQ READ AND CAREFULLY CONSIDER THIS ENTIRE
DISCLOSURE STATEMENT, INCLUDING THE PLAN ATTACHED AS EXHIBIT | AND THE MATTERS
DESCRIBED UNDER "RISK FACTORS” PRIOR TO SUBMITTING BALLOTS IN RESPONSE TO THIS
SOLICITATION.

The summarics of the Plan and other documents contained in this Disclosure Statement arc gualified by
refercnce to the Plan itself, the exhibits thereto and documents described thercin as heing Filed prior to approval of
the Disclosure Statement. 'THE DEBTORS WILL FILE ALL EXHIBITS TO THE PLAN WITH THE BANKRUPTCY
COURT AND MAKE THEM AVAILABLE FOR REVIEW ON THE DEBTORS' WEB SITE AT WWW NCFE.COM
ONORBEFORE | |- THE EXHIBITS ALSO WILL BE AVAILABLE UPON REQUEST FROM THE
DEBTORS' COUNSEL.

The information contained in this Disclosure Statement, ncluding the information regarding the history,
businesses and operations of the Debtors, is included for purposes of soliciting acceptances of the Plan, bul, as to
contested matlers and adversary proceedings, is not to be construed as admissions or stipulations, hut rather as
statements made in settiement negotiations.
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THIS DISCLOSURE STATEMENT HAS NOT BEEN APPROVED OR DISAPPROVED RY THE
SECURITIES AND EXCHANGE COMMISSION (THE "SEC"), NOR HAS THE SEC PASSED UPON THE
ACCURACY OR ADEQUACY OF THE STATEMENTS CONTAINED HERELN.
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INTRODUCTTON

The Plan Proponents are secking approval of the Plan, a copy of which is attached hereto az lixhibit I. This
Disclosure Stutement is submittcd by the Debtors in connection with the sclicitation of acceptances of the Plan. All
capitalized terms used in this Disclosure Statement and nol otherwise defined have the meanings piven to them in the
Plan. :

The confirmation of a plan, which is the vehicle for satisfying the rights of holders of claims against and
eyuity intcrests in a debtor, is the overriding purpose of a chapter 11 case. Although referred to as a plan of
reorganization or liquidation, a plan may provide anything from a complex restructuring of a dehtar's business and its
related obligations to a simplc liguidation of assets. In either event, upon confirmation of the plan, it becomes
binding on the debtor and all of its creditors and stakeholders, and the obligations ewed by the debtor to those
parties are compromised and cxchanged for the oblipations specified in the plan. In these Bankruptcy Cases, the Plan
contemplares a liquidation of each of the Debtors and is therefore referred (o as a "plan of liquidation.® The primary
objectives of the Plan are to: (1) maximize the value of the ultimate recoveries fo all creditor groups on a fair and
equitable basis; and (b) settle, compromise or otherwise dispose of certain claims and interests on terms that the Plan
Preponents believe to be fair and reasonable and in the hest interests of the Debtors’ respective Estates and
creditors. The Plan provides for, among other things: (1) the liquidation and dissolution of each of the Debtors;

(ii) the deemed substantive conselidation of all of the Dehtors other than NPF VI and NPF X11; (iif) the establishment
of the Trusts to liquidate the Assets transferred to them; (iv) the issuance ol interests in the Trusts to the holders of
Claims in Classes C-24, C-3A and C-6; (¥) the rejection, assumption or assumption and assignment of all Executory
Contracts and Unexpired Leases to which any Debtor is a party; and {vi) certuin other restructuring transactions to
effect the Plan.

By an order of the Bankrupicy Court dated [ }, 20032004, 1his Disclosure Statement has been
approved as containing "adequate information" for creditors and equity secnrity holders of the Debtors in
accordance with section 1125 of the Bankruptcy Code. The Bankruptey Code defines "adeguate information" as
"information of a kind, and in sufficient detail, as far as is reasonably practicable in light of the nature and the
history of the debtor and the condition of the debtor's books and records, that would cnable a hypothelical
reasumable investor typical of holders of claims or interesis of the relevant class to make an infarmed judgment
about the plan . . . ." 11 U.8.C. § 1125{a}1)}.

THE DEBTORS BELIEVE THAT THE PLAN IS IN THE BEST INTERESTS OF CREDITORS AND
OTUER STAKEHOLDERS. ALL CREDITORS ENTITLED TO YOTE ARE URGED TO YOTE IN FAYOR OF THE
PLAN BY NO LATER THAN 5:00 PM., EASTERN TIME, ON THE VOTING DEADLINE.

The requirements for Confirmation, including the vote of creditors to accept the Plan and certain of the
statutory findings that must be made by the Bankruptey Court, are st forth in *Vating on and Confirmation of the
Plan." Confirmation of the Plan and the occirrence of the Effective Date are subject to a number of significant
conditions, which are summarized in "Overview of the Plan — Conditions to Confirmation and the Uffective Date of
the Plan." There is no assurance that these conditions will be satisfied or waived.

OVERVIEW OF TUE PLAN
Introduction

The following is a bricf overview of certain material pravisions of the Plan. This overview is qualified in its
entirety hy reference to the provisions of the Plan, which is attached hereto as Exhibil [, and the exhibits thereto, as
amended [rom time to time. The Debtors will File all exhibits to the 'lan with the Rankruptcy Counrt and make them
available for review on the Debtors' web site at www.nefe.comon or before . The exhibits also will be available
upon request from the Debtors' counsel. See "Additional Information.” For a description of certain other significant
termis and provisions of the Plan, see "General Information Concernmg the Plan® and "Distributions Under the Plan.”
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General Information Conecerning Treatment of Claims and Interests

The Plan provides that holders of Allowed Secured Claims in certain Classes will, at the option of the
Debtors, (i) be paid in [ull in cash, (i} have their indebtedness Reinstated, (iii) receive retum of the applicable
collateral or {iv) receive a secured promissory note. The Plan embodics a proposcd compromise and settlement of all
Claims against and Intcrests in the Debtors—%e—P—lma—a{se-f\ppfeves,Mg the Intercompany Settlement-
#Agroemment, which embediesrgpresents a compromise and scttlement of MPF VI Class A Nateholder Claims, NPF X11
C]a.sc: A Noteholder C Ialms and lnlercompanv Clalms between NPF V[ and NPF XII@M}L

W@hﬂa@ﬂdﬂm Thc Plan alsu prov1dcs that NPP VIC Iaqs: A Notcholders will receive, receive,

on account of their Secured Claims arising from NPF V1 Class A Notes, Pro Rata shares of (i) the NPF VI Initial
Restricted 8PV Funds Distribution, (ii} the NPF V1 Percenlage of the Remaining Restricted SPV Fands Distribution,
{iii) the NPF VI Pcrcentage of the interests in the VI/X11 Callateral Trust and (iv) any amounts that become available
for distribution to NPF VI Class A Noteholders from the Amedisys Escrow under the terms of the Amedisys Escrow
Agreement. NPF XII Class A Notcholders will receive, on account of their Secured Claims arising from NPF XII
Class A Notes, Pro Rata shares of (i} the NPF XI1 Initial Restricted SPY Funds Distribution, (ii) the NPF XIE
Percentage of the Remaining Resiricled SPV Funds Distribution, (iii) the NPF X 11 Percentage of the interests in the:
VI XI1 Collaterat Trust and (iv) the interests in the CSFB Claims Trust. NPF VI Class B Noteholders and NPF XII
Class B Noteliwolders will receive no distributions on account of their NPF VI Class B Notes and NI'F X1 Class B
Naotes, respectively. Under the Plan, a holder of a General Unsecured Claim, including e-defietesev-elaim-held bya-
MNREVE Class- the Notcholder eraMREXH-Clas—A-MoetoboldoDeficiency Claim. will receive its Pro Rata share of

interests in the I:t&g&&eﬂ-:Fﬂlﬁ-t-aﬂd—t-h-e-Unencumbered Assets Trusgww

Notes and NPF X1I Class A Notes. A holder of a Convemence Claim, deﬁﬂed generally to mclude Unsecured Tradc
Claims of $500,000 or less, will receive, at the holder's option, (i} cash equal to the lesser of {a) $0.50 for each $1.00 of
the allowed amount of such Claim and (b) its Pro Rata share of $3,000,000 or (ii) trealtment a5 a General Unsccurcd
Claim. Intcrcompany Claims, other than Claims between NPF VI and NPF XH, which are being compromised and
settled pursuant to the Plan, will receive no property under the Plan, Finally, the holders of Old Stwock Interests in thc
Diebtors will reccive no distributions.

For purposes of computations of Claim amounts, administrative and other expenses and for similar
computational purposes, the Effective Date is assumed Lo occur on February 29, 2004, There can be no assurance,
however, it or when the Effective Date will actuaily occur. Procedures for the distribution of cash and interests in the
Trusts pursuant to the Plan, inchuding matters that are expecled (o affeet the timing of Lhe receipl of dislributions by
holders of Claims in certain Classes and that could affect the amount of distributions uitimately received by such
holders, are described in "Distributions Under the Plan."

The determination of the relative distributions to be received under the Plan by the holders of Claims in
certain Classcs was bascd upon, among other factors, estimates of the amaounts of Allowed Claims in such Classes
and the relative priorities of such Allowed Claims. The estimates of the amounts of Allowed Claims in each Class are
sct forth in "Overview of the Plan — Summary of Classes and Treatment of Claims and Interests.”™ The distributions
to be received by creditors in certain Classes could differ from these estimates if the estimates, despite the Debtors'
best efforts, prove to be inaccurate.

The "cramdown" provisions of section 1129(b) of the Bankruptcy Code permit confirmiation of a chapter 11
plan of rcorganization or liquidation in certain circumstances even if the plan is not accepted by all impaired classes
of claims and interests. See "Voting on and Counfirmation of the Plan — Acceptance or Cramdows.” The Debtors
have reserved the right to request Confirmation pursuant to the cramdawn provisions of the Dankruptey Code and to
amend the Plan if any Class of Claims fails to accept the Plan. If such request were granted by the Bankruptey. Court,
thc dlsscntm;, r Classcs may, in ccrtam €ases, receive altcmatwc trcatmcnt under thc Plan k‘er—*puﬁaeeo&-eﬂhﬁ-

Ehe—emﬂidew&?fe*meﬁs*}ﬁthe%aﬂkﬂiﬁef@ede—Allhuugh thL Dt.bton bcllt:ve thal :fnct.(,saary, the Pla.n Luul{i
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be confirmed under the eramdown provisions of the Bankmuptey Code, there is no assurance that the requirements of
suich provisions would be satisfied.

Summary of Classes and Treatment of Claims and [nterests

The classification of Claims and Interests, the estimated aggregate asunount of Claims in each Class and the
amount and nature of distributions to halders of Claims or Interests in each Class are summarized in the table below.
In accordance with section 1123(a}{1) of the Bankrupicy Code, Admimnistrative Claims and Priority Tax Claims have
not been classified. For a discussion of certain additional matters related to Administrative Claims and Priority Tax
Claims, see "Overview of (he Plan — Additional Information Regarding Asscrtion and Treatment of Administrative
Claims and Priority Tax Claims,"

Beeause the Plan contemplates the deemed substantive consolidation of the NCFE Consolidated Debtors
(See "General Information Concerning the Plan — Substantive Consolidation™), the information set forth in the table
below with respect to cach class of Claims is presented on 2 combined basis for all of the NCFE Consolidated
Debtors to which this information is applicable under the terms of the proposed consolidation of the NCFE
Consolidated Deblors. The Estimated Amount of Claims shown in the table below are basced upon the Debtors'
preliminary review of Claims Filed on or before October 31, 2003 and the Debtors' hooks and records and may be
substantially revised following the completion of a detailed analysis of the Claims Filed. See "Operations During the.
Bankruptey Cases — Commencement of Liquidation Cases and Related Casc Administration Activities — Rejection
of Executory Contracts and Unexpired Leases" and "--- Claims Process and Bar Dates." Further, the amount of any
Diisputed Claim that ultimatcly is allowed by the Bankruptey Court may be s:gmﬁcantly more or less than the
estimated amount of such Clair.

Each amount designated in the table below as "Estimated Percentage Recovery” for each Class is the
guotient of the estimated cash (including cash payments by the Debtors subsequent to the Petition Date) or the-
assumed value of the interests in the Trusts to be distributed to holders, if any, of Allowed Claims in soch Class,
dividcd by the cstimated aggregale amount of Altewed Claims in such Class. In determining such ameount, the
Diebtors have assumed that the Plan is consummated as described herein. See "Overview of the Plan — Conditions to
Confirmation and the Effective Date of the Plan.” Sce "Risk Factors” {or a discussion of various other (actors that-
could materially affect the amount of Cash and the value of the interests in the Trusts distributed pursuant to the
Plan.

_ Afthough the Debrars’ management believes thar these valuation assumptions are reasanable, there is no
assurance that actual distributions will have the value assumed herein, See "Risk Factors." The Debtars’
valuation assumptions are not a prediction or reflection of posi-Effective Date trading prices of the interests in the
Trusts, if any frading market were to develop. The interests in the trusts may trade af substantially higher or lower
pricex because of a number of fuctors, including those discussed in "Risk Faciors.” The trading price of the frust
interests is subject to many unforeseeable circumstances and therefore cannot be predicted. In addition, there may
be substantial limitations on the holders of the trust inierests o frade such interests, and no public markei will
exist or be created for such interests. This lack of liquidity may have a negative impact on the value of the interests
in the Trusts, and no representation can be or is being made with respect fo whether the percentage recoveries
shown in the table below actually will be realized by a holder of an Allowed Claim.

Descriplion and Amouni
Of Claims or Interests Treatment

Class C-1 {Secured Bank Loan Claims): BankLoan | Unimpaired. On the Effective Date, unless otherwise
Claims against any Debtor that are Sceured Claims. agreed by a holder of a Secured Bank Loan Claim and the
Debtors or the Unencumbered Assets Trust, each holder
The aggregate amount of the Bank Loan Claims is | of an Allowed Claim in Class C-1 will receive treatment on
estirated to be $22-19.3 million. The amount ofBank | account of such Allowed Claim in the manner set forth in
Loan Claims that are Secured Claims has not yet been | Oplion A, B, C or D below, at the election of the Debtaors.
determined by the Debtors, The Debtors will be deemed to have elected Oplion B
except with respect to any Allowed Claim in Class C-1 as
to which the Debtors cleets Option A, CorDina
certification Filed prior to the conclusion of the
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Description and Amonnt
Of Claims or Interests

Treatment

Confirmation 11earing. Any amount paid to ar on behalf of
a holder of a Secured Claim as adequate protection shall be
credited against the amaunt of such Secured Claim.

Option A: Allowed Claims in Class C-1 with respect
to which the Debtars elect Opiion A will be paid in
cash, in full, by the Debtors or the Unencumbered
Asset Trust, unless the holder of such Claim agrees to
less favorable treatment,

Uptien B: Allowed Claims in Class C-1 with respect
10 which the Dcbtors elect ar are deemed to elect
Option B will be Reinstated,

Opfion C: Allowed Claims in Class C-1 with tespect
to which the Debtors elect Option C will be entitled to
receive, and the applicable Debtors shall release and
transfer to such holder, the collateral securing such
Allowed Claims.

Option I Allowed Claims in Class C-1 with respect
ta which the Debtors elect Option D will receive a
premissury note, sccured by a first priority security
interest in the applicable collateral, in the aggregate
principal amount of such Allowed Class C-1 Claim,
payable in annual iastallments over the term of the
useful life of such collateral and bearing interest at a
rate established pursuanl v an order of the
Bankruptey Court or agreement of the parties,

Hstimated Percentage Recovery: ——100.0%

Class C-2A (NPF VI Class A Notchalder Secured
Claims T VL) Secured Claims against
NPF VI by the NPF VI Class A Noteholders arising
from the NI VI Class A Notes.

Estmatcd Amount of Claims:

(390864320 .. |

Impaircd. On the Effective Date, each holder of an
Allowed Claim in Class C-2A will receive its Pro Rata share
of {a) the NPF VI Initial Reswicied 31"V Funds
Distribution, (b) the NPF VI Percentage of the Remaining
Restricled SPV Funds Distribution, (c) the NPF VI
Percentage of the interests in the VI/XII Coliateral Trust
and (d) any amounls that become available for distribution
to NPEF VI Class A Noteholders from the Amedisvs Escrow
under the terms of the Amcdisys Escrow Agreement.

Estimated Percentage Recovery: ——100,0%

Class C-2B (NPF VI Clays B Noteholder Claims

Against NPEF VI¥: Claims against NPF VI by the
NPF V1 Ciass B Notcholdcrs anising from tha NPF Vi

Class B Notes.

Estimated Amount of Claims: §$19,000,000}

Impaired. No property will be distributed to or
retained by the holders of Allowed Claims in Class C-2B
on account of such Claims.

Estimatcd Percentage Recovery: (L0%

Class C-3A (NPF X11 Class A Notehnlder Secured
Claims i : Claims against NPF XII by
the NPE XI11 Class A Second Noteholders arising from

Impaired. On the Effective Date, each holder of an
Allowed Claim in Class C-3A will receive its Pro Rata sharc
of {a) the NPF XII luitial Restricted SPV Funds
Distribution, {b) the NPF XII Percentage of the Remaining
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Description and Amaunt
Of Claims or Interests

Treatment

the NPF XII Class A Notes.

Estimated Amount of Claims:

154974506060 |

Restricted SPV Funds Distribution, (c) the NPF XH
Percentage of the interests in the VI/XII Collateral Trust
and {d) the interests in the CSFB Claims Trust.

Estimated Percentage Recovery: [00.0%

Class C-3B (NPF XII Class B Noteholder Claims _

i : Claims against NPF XII by the
NPF XII Class B Noteholders arising from the NPF XI{
Class B Notes.

Estimated Amount of Claims: $$73,000,0004

Impaired. No property will be distributed to or
rctained by the holders of Allowed Claims in Class C-30
on account of such Claims.

Estimated Percentage Recovery: 0.0%

Class C-4 Claims (Other Secared Claims): Secured
Claims against any Debtor thal are not otherwisc
classified in Class C-1, C-2A, €21, C-3A or C-3B.

Estimated Amounl of Claims: [$1,000,000]

Unimpaired (except for Claims as to which the Debtors
clect Option D) trcatment). On the Effcctive Date, unless
otherwise agreed by a Claim holder and the Debtors or the
Unencumbered Assets Trusi, cach holder of an Allowed
Claim in Class C-4 will receive treatment on account of
such Allowed Clajin in the manner set forth in Oplion A, B,
C or [} below, at the election of the Dehtors. The Debtars
will be deemed to have elected Option B except with
rcspect to any Allowed Claim in Class C-4 as to which the
Debtors elect Option A, C or D in a certification Filed prior
to the conclusion of the Confirmation Hearing. Any
amount paid to or on behalf of 3 holder of a Secured Claim
as adaquate protection shall be credited against the
amount of such Secured Claim.

Opiion A: Allowed Claims in Class C-4 with respect
to which the Debtors elect Option A will be paid in
cash, in full, by the Deblors, unless the holder of such
Claim agress to lass favorable treatment,

Optinn B: Allowed Claims in Class C—4 with respect
to which the Debtors elect or are deemed to have
clected Option B will be Reinstated.

Option C: Allowed Claims in Class C-4 with respect
to which the Debtors elect Option C will be entitled to
reecive, and the Debtors shall relcase and transier to
such holder, the collateral securing such Allowed
Claims.

{ption D: Allowed Claims in Class C-4 with respect
to which the Debtors elect Option D will receive a
promissory note, secured by a first priority security
inlerest in the applicable collateral, in the aggregate
prircipal amount of such Allowed Class C-4 Claim,
payablc in annuat installments over the term of the
useftl life of such collateral and bearing interest ata
rate established pursuant to an order of the
Bankruptcy Court or agrcement of the partics.

Hgtimated Percentage Recovery: =——]00.0%
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Description and Amount
Of Clauims or Interests

Treatment

Class C-5 {(Unsecured Priority Claims): Unsccured
Claims against any Debtor that are entitled to priority
under section 507(a)3}, 507(a){4) or 5307 (a){6) of the
Bankruptey Code.

Estimated Amomt of Claims: $__ _

Unimpaired. On the Effective Darte, each holder of an
Allowed Claim in Class C-5 will receive cash equal to the
amount of such Claim.

Estimated Percentage Recovery: 164100.0%

Class C-6 (General Unsecured Claims): Unsecured
Claims, including deficiencr-cletns-ofthe MRES-
o Notohold I tho NRE NH-Chassd

NotshotdersNuteholder Deficiency Claim, against
any Debtor that are not otherwise classitied in
Class C-5, C-7, C-8 or C-9.

Estimated Amount of Claims: §

Impaired. On the liffective Date, each holder of an

Allowed Claim in Class C-6 will receive its Pro Rala share

of the interests in the Hittzatian-ustand-the-

Unencumbered Assets Trosy provided that the beneficial
> > - RGO OS5ELS 1 JUS A ]

Class C-7 (Convenience Claims): Unsecured Trade
Claims in an amount cqual to or less than $500,000.

Estimatcd Amount of Claims: §

Impaired. Upon the resolution of 211 Disputed Claims in
Class C-6 and Class C-7, each holder of an Allowed Claim
in Class C-7 will receive, at the holder's option pursuant to
an election by the holder of such Claim on a ballot
provided for voting on the Plan: (a) cash cqual 1o the
lesser of (i) $0.50 for each $1.00 of the allowed amount of
such Clatm and {ii) its Pro Rata sharc of $3,000,000; or (b)
weatment as a Class C-6 Claim.

Estimated Percentage Recovery: _ %

Class C-8 {Intercompany Claims}): Intercompany
Claims that are not Administrative Claims.

Estimated Aunount of Claims: N/A

Impaired. Except for Intercompany Claims between NPF VI
and NT'F XII, which arc being compromised and seltled
pursuant 1o the Plan-and the-Intercompany Settlement
Agreement, 3§ j ¢ property will
be distributed to or retained by the holders of Allowed
Claims in Class C-8 on account of such claims-.

Estimated Percentage Recovery: 0.0%

Class C-9 (Penalty Claims): Unsecured Ctaims
against any Dcbior for any fine, penalty or forfeiture,
or for multiple, exemplary or punitive damages, to the
extent that such Claims arc not compensation for the
Claim holder's actual pecuniary loss.

Estimated Amount of Claims: . §

mpaired. Mo property will be distributed to or
retained by the holders of Allowed Claims in Class C-9 on
account of such Claims.

‘Estimatcd Percentuge Recovery: 0.0%

Class E-1 {1d Stock Interests): Interests pn acconnt
of the OQld Stock of any of the Debtors.

Impaircd. Mo property will be distributed Lo or retained by
the holders of Allowed Interests in Class E-1, and such
Interests will be terminated as of the Effcctive Datc.
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Description and Amount
Of Claims or Intcrests Trealment

Estimated Percentage Recovery: 0.0%

The Trusts Created Parsuant to the Plan

Pursuant to the Plan, the holders of Allowed Claims in Classes C-2A and C-3A will receive, among other
things, beneficial interests in the VXTI Colluteral Trust and, in the instance of Allowed Claims in Class C-3A, the
CSFB Claims Trust. The holders of Allowed Claims in Class C-6 will receive beneficial interests in the Hitigation-Frast-
aadthe-Uncncumbered Assels Trust, Upon the Effecnve Date of tlle Plan, the Debmls w 111 Lransfer all of lhelr
remaining Asscls-t—e—t—he&e—t:ﬁ&s-t—s afie ! g

The VU Collateral Truss wil llquldate the collateral of the Indeorure
Trustees-and-pursee, including the causes of action related-tathat constitute part pf this collateral. 'The CSIFB Claims
Trubl w1ll pursue avmdam.e clalms agamst CSFB for the CSFB Payments The Li&ga&eﬂ—'&uﬁt-wﬂ-pumwﬂi—eh&

-vaaaua—l—hrrd—pm‘-&ea—’f-he—L ncucumbered Assets Trust wdl llquldate and munetlze all remammg ASSets of the
Debtors not otherwize contributed ta the CSI'B Claims Trust-the--itigatient st or the VI/XTT Collateral Trost. A
detaifcd description of the Assels w be translerred to the Trusts and the and the govemance ofthe trusts is set forth

in the applicable trust agreements, forme of which are-attaebedwi ] .
Exhibits [V.B.{, IV.CA-R-5: and IV.ER}. | to the Plan. See "The Trusls Created Pursuant to the Plan

Additional Information Regarding Assertion and Treatment of Adminjstrative Claims and Priority T'ax Claims
Administrative Claims

. Unless otherwise agreed by the halder of an Administrativa Claim and the applicable Debtor, each halder of
an Allowed Adminisirative Claim will receive, in full satisfaction of its Administrative Clatm, cash equal to the aflowed
amount of such Administrative Claim either: (a) on the Effective Date; (b) over time if the documents providing for
the Allowed Administrative Claim provide for such payment; or (¢} if the Administrative Claim is not allowed as of the
Effective Date, 30 davs afier the date on which an order allowing such Administrative Claim becomes a Final Order or
2 Stipulation of Amount and Nature of Claim is executed by the applicable Debtor or Liquidation Trust and the holder
of the Administrative Claim. Administrative {laims include Claims for costs and cxpenses of admimistration alfowed
under section 503(b), 507(b) or 1114(e)2) of the Bankruptcy Code, including: (i} the actual and necessary costs and
expenses incurred after the Petitian Date of preserving the respective Eslates and operating the businesses of the
Debors (such as wages, salaries and payments for leased equipment and premises); (it} compensation for legal,
“financial advisary, accavnting and other services and reimbursement of expenscs awarded or allowed under
section 330(a) or 331 of the Baokruptey Code, including Fee Clanns; (iii) all fees and charges assessed against the
Estares under chapter 123 of title 28, United States Code, 28 U1.S.C. §§ 1911-1930; and {iv) all intcrcompany Ciaims .
afforded priority pursuant to seclion 364(¢)(1) of the Bankruptey Code or the Cash Management Order. :

In addition to the types of Administrative Claims described above, section 503(b) of the Bankruptcy Code
provides for payment of compensation or reimbursement of expenses to creditors and other entities making a
"substantial contribution” to a chapter 11 case and to attarneys and other professional advisors represcenting such
entitics. The Plan contains provisions allowing certain payments to MetLife and Lloyds in satisfaction of their claims
for reimbursement of fees and expenses incurred by them bsgr their professionals in these cascs. Sce " Overview of
the Plan — Special Provisions Regarding Fee and Expense Claims of MetLife and Lloyds." The amounts, if any, that
other such entities will seek ar may seek for compensation or reimbursemant arc not known by the Debtors at this
time. Requests for such compensation or reimbursement must be approved by the Bankruptey Court after notice and
a hearing at which the Debtors, the ¥32XH-Collateral Frastapplicable 1'rpste and other parries in interest may
participatc and, if appropriate, objcet to the allowanee of any such compensation or reimbursement. The Debtors
estimate that Administrative Claims (including Fec Claims) will aggregate approximately {$ ] as of the Effective
Date.
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Except as atherwise provided below, unless previously Filed, requests for poyment of Administrative Claims
must be Filed and served on the Debtors or the applicable Trust, pursuant to the procedures specified in the
Contirmation Order and the notice of entry of the Counfirmation Order, no later than 60 days after the Effective Dale,
Holders of Administrative Claims that are required ta File and serve a request for payment of such Administrative
Claims and that do not File and serve such a request by the applicable bar date will be forever barred from asscrting
such Administrative (laims against the Debtors, or the Trusts or their respective property, and such Administrative
Claims will be deemed discharged as of the Effective Date. Objections to such requests must be Filed and served on
the Debtors or the applicable Trusts and the requesting party by the later of {(a} 120 days after the Effective Date or
(b} 60 days after the Filing of the applicable request for peyment of Administrative Claims.

Professionals or other entities asserting a Fee Claim for services rendered before the Effective Date must File
and serve on the Debtors or the MAHE-Collateralapplicable Trust and such other entitics as may be designated by the
Bankruptey Rules, the Confirmation (rder, the Fee Order or other order of the Bankrupicy Court an application for
final allowance of such Fee Claim no fater than 66 days after the Effective Date; provided, however, that any
prafessional who may receive compensation or reimbursement of expenses pursuant to the Ordinary Course
Professionals Order may continue to receive such compensation and reimbursement of expenses for services
rendcred before the Effective Date, without further Bankruptey Court revicw ar appraval, pursuant to the Grdinary
Course Professionals Order. Ohjections to any Fee Claim must be Filed and served on the Debtors or the V-
Celleteralapplicable Trust and the requesting party no later than 30 days after the Filing of the applicable request for
payment of the Fee Claim. To the extent necessary, the Confirmation Order will amend and supersede any previously
cntered order of the Bankruptey Court, including the Foe Order, regarding the payment of Fee Claims.

Holders of Administrative Claims based en liabilities incurred by a Diebtor in the ordinary course of its
business, including Administrative Trade Claims, Administrative Claims of governmental units for Taxcs (including
Tax audit Claims arising after the Petition Date) and Administrative Claims arising from or under those contracts and
Izases entered inta or assumed after the Petition Datc will not be required to File or serve anv request for payment of
such Administrative Claims.

Priarity Tax Claims

Pursuant to section 1129(a)(9)(C) of the Bankmptey Cods, unless otherwise agreed by the holder of
‘a Priority Tax Claim and the applicablc Debtor or the-Wad-Golaterat Trust, cach holder of an Allowed Priority Tax
"Claim will receive, in full satisfaction of its Allowed Priority Tax Claim, payment in full in Cash either (i) on the
Effactive Date or (if) in deferred Cash payments aver a period not cxeceding six years fromthe date ofussessment of
such Priority Tax Claim. Deferred payments will be made in equal anneal instaliments of principal, plus simple
Interesl, accruing from the Effective Date at a rate equal to. the effective vield on the three-month treasury bill sold at
the auction immediately preceding the Effective Darte, on the unpaid portion of each Allowed Priority Tax Claim (or
upon such other terms delermined by the Bankruptey Court to provide the holders of Priority Tax Claims with
deferred cash payments having a value, as of the Effective Date, equal to the allowed amount of such Priority Tax
Claims). Unless othcrwise agreed by the holder of a Priorily Tux Claim and the applicable Debtor or the VIR
Collatesal Trust, the first payvment on account of such Priority Tax Claim will he payable one year afterthe Effective
Date or, if the I'rority Tax Claim is not allowed within one year afterthe Effcctive Date, within 30 days afterthe date
on which (i) an order allowing such Priority Tax Claim becomes a Final Order or (ii) a Stipulation of Amount and
Nature of Claim is executed by the applicable Debtor or thedad-Gelatersed Trast and the halder of the Priority Tax
Claim; provided, however, that the Debtors or the 3250 Cellaterelapplicable Trust will have the right to pay any
Allowed Priority Tax Claim, or any remaining balance of such Priority Tax Claim, in full at any time on or after the
Effective Date, without premium or penalty. The Debtors estimate that Priority Tax Claims will aggregate
approximately |$ | as of the Effective Date.

Notwithstanding the foregoing, the holder of an Allowed Priority Tax Claiin will not be entitled to.receive
any payment on account of any penalty arising with respect to or in conncction with the Allowed Priority. Tax Claim.
Any such Claim or demand for any such penalty will be subject to treatment in Class C-9, and the holder of an
Allowed Priority Tax Claim may not assess or attempt to collect such penalty from the Debtors, the Trusts or their -
respective property.
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Special Provisions Regarding the Treatment of Allowed Secondary Liability Claims

The classification and treatment of Allowed Claims under the Plan takes into consideration all Allowed
Sccondary Liabilily Claims. On the Effective Date, Allowed Sccondary Liability Claims will be treated as follows:
(a) the Allowed Secondary Liability Claims arising from or related to any Debtor's joint or several liability for the
obligations under any (i) Allowed Claim that is being Reinstated under the Plan or (ii) Executory Contract or
Unexpired Lease that is being assumed or deemed assurned by another Debtor or under any Executory Contract or
Unexpired Lease that is being assumed by and assigned to anather Debtor or any other entity will be Reinstated; and-
(b) cxcept as provided in Section 1I1.D.1 of the Plan or as otherwise specifically provided in the Plan, holders of
Allowed Secondary Liability Claims will be entitled to only ene distribution in respect of the underlying Allowed
Clamn.—NeM muluple recovery on accouut of ay Allowed Secondary Llablhty Clmm will be prcw lded or

Special Provisions Regarding Fee and Expense Claims of MetLife and Lloyds

In full satisfaction of the Claims of MetLife and Llovds for the reasonable fees and expenses incurred by

such entities-+-sonnestionwith-the BesleupteyBusay, including reasonable attorneys’ fees, MetLife and Lloyds
shall receive ﬁ‘orn the Debtors orthe ¥ l:Xl[ Collateral Trust on the 13 ffectlve Date cash equ-a-l-te-—éha—ﬁm-eﬂfﬁ-e-f-ﬂﬂeh-

Conditions to Conﬁrmnﬁon and the Effective Date of the Plan

There are several conditions pre-.edenl to Conﬂrmatwn and to the Effective Date Subj ect to appllcablc legal

upon lhe terms and subjccl za the conditions set fm-th in Section IX.C of the Plan.

Conditions to Confirmation

The Bankruptey Court will not enter the Confirmation Order unless and until each of the following
conditions have heen satisficd or duly waived by the Debtors purseant to Section IX.C of the Plan:

{a) the Cenfirmation Qrder shall be reasonably acceptable in form and substance to the Debtors; and

{b) all Iizhibits to the PPlan shall be in form and substance reasonably satisfactory to the Deblors,

In addition to the foregoing conditions to Confirmation, there are a number of substantial confirmation
requirements under the Bankruptcy Code that must be satisfied before the Plan can be confirmed. See "Voting On
and Confirmation of the Plan — Confinnation.”

Conditions to Effective Date

The Effective Date is defined in the Plan as the day, as determinad by the Debtors, that is the Business Day
as soom as reasonably practicable after all cenditions to the Effective Date listed in Section IX.B of the Plan have
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been met or waived porsuant to Section IX.C of the Plan. The Plan provides that the following conditions must be
satisfied or dulv waived before the Plan will be consummated and the Effective Date will occur:

{(a) the Banktuptcy Court shall have entered an order (contemplated to be part of the Confirmation
Order} approving and aulhorizing the Debtors and the Trusts (o take all aclions necessary or

appropriate to implement the Plan, including jmplementation of the Intercompany Settlement.

completion of the Restructuring Transactions and other transsctions contcmplated
by the Plan and the implementation and consummation of contracts, instruments, releases and
other agreements or documents created in conncction with the Plan;
(b) the Confirmation Qrder shall be a Final Qrder;
(c} the CSEFB Claims 1'rust Agreement shall have been fully executed and delivered:
he Litication T Lalld ! ! i
fe3the VIZX 1L Collateral "I'nst Agrecement shall have been fully exceuted_and delivered;

{4

it}

{e) €-the Unencumbered Asgsets Trust Agreement shall have been folly executed:and deltvered; and
=

{n

Waiver of Conditions to Confirmation and Effective Date

The conditions to Canfirmation and the Eff'cctlvc Datc Df thc Plcm may bb wawcd in whole or puri, b)' I.he
Debtors wi : : : e :

Effact of Nonoccurrence of Conditions to Effective Date

Il each of the conditions to the Effective Date is not satisfied or duly waived in accordance with
Section [X.C of the Plan, then npon motion by the Dehtors made before the time that cach of such conditions has
been satisfisd or duly waived and upon notice to such parties in interest as the Bankmuptcy Court may direct, the
Confirmation Order will be vacated by the Bankruptey Court; provided, however, that, nolwilhstanding the Filing of
such motion, the Confirmation Order may not be vacated if each of the conditions to the Effactive Date is either
satisfied or duly waived before the RBankruptcy Court enters an arder granting such motion. If the Confirmation Order
is vacated, the Plan will be null and void in all respects and nothing contained in the Plan will: (a) constitute a waiver
or release of any claims by or against, or any Interest in, the Debtors; {h) prejudice in any manner the rights of the
Debtars or any ather party in interest; or (c) constitutc an admission, acknowledgment, offer or undertaking by any
of the Debtors in any respect.

Substantive Congoelidation

The Plan provides that, pursuant to the Confirmation Grder, the Bankruptcy Court shall approve the deemed
suhstantive consalidation of the NCFE Consolidated Debtors. Pursuant to this substantive consolidation: {a) all
assets and liabilities of the NCFE Consolidated Debtors will be deemed merged; (b) all guarantees by one NCFE
Consolidated Debtor of the obligations of any other NCEE Censolidated Debtor will be deemed eliminated so that
any Claim against any NCFE Consolidated Debtor and any guarantee thercof executed by any other NCFE
Consolidated Debtor and any joint or several liability of any of the NCFE Consolidated Debtors wiil be deemed to be
one obligation of the consolidated NCII Consolidated Debtors; and {c} cach and cvery Claim Filed or deemed Filed
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by or on behalf of a single credilor in a single Cluss of Claims against any of the NCFE Consolidaicd Debtors will be
deemed a single Claim Filed against the NCFE Consolidated Debtors. Such substantive consolidation (other than for
the purpuse of implementing the Plan) will not allect the legal und corporaie structurcs of the NCFE Consolidated
Debtors, subject to the right of the NCFL Consolidated Debtors to effzct the Restructuring Transactions as provided
in Section IV. A of the Plan, See "General Information Concerning the Plan — Substantive Consolidation.”

Maodification or Revecation of the Plan

Subject to the restrictions on modifications sel forth in section 1127 of the Bankrupley Code, the Debtors
reserve the right to alter, amend or modify the Plan before its substantial consummation. The Debtors also reserve
the right to revoke or withdraw the Plan as to any or all of the Debtors prior to the Confirmation Date. Tf the Debtors
revoke or withdraw the Plan as to any or all of the Debtors, or if Confirmation as to any or all of the Debtors does not
accur, then, with respect to such Debtors, the I'lan will be null and void in all respects, and nothing contained in the
Plan will: (a) constitute a waiver or release of any claims by or against, or any Interests in, such Debtors;

{b} prejudice in any manner the rights of any Dehtors or any other party; or (¢} constitute an admissian,
acknowledgment, offer or undertaking by any of the Debtors in any respect.

CERTAIN EVENTS PRECEDING THE DEBTORS' CHAFPTER 11 FILINGS
.Prepetition Business Operations

Since ils founding in 1991, NCFE, together with the NCFE Subsidiary Debtors and their predecessor entities,
provided a variety of financing and other services to healtheare providers. The Dcbtors were onc of the country's
largest providers of healtheare accounts receivable financing, and offered to healthcare providers administrative
support services, operational management consulting zervices and other financing alternatives. Prior to the Pelition
Date, the Deblors were headquartered and conducted most of their operations in Dublin, Ohio.

The Debtars' primary line of business prior to the Petition Date was healthcare accounts receivable
financing. In aggregate, the Debtors financed and serviced more than $15 billion in healtheare accounts receivable.
The Debtors provided financing services by buying at a discount accounts receivable that were owed to healthcare
providers under third party insurance programs. The third parly insurers included governmment-funded programs
such as Medicare and Medicaid, Blue Cross and Blue Shield plans, commercial insurers and managed healthcare
organizations. The funds used to purchase the receivables were raised through a series of private placement sales to
institntional investors of notes issued by NPF VI, NPF XII and other securitization vehicles.

The Debtors alse provided other forms of financing to healthcare providers, including promissory notes and
equipment leasing arrangements. The promissory notes were secured by, among other things, licns on personal
property, morlgages on real property, personal guaranties by the owners of healthcare providers and stock pledges.
Equipment leasing arrangements were often sale-leascback transactions with healtheare providers, in which the .
Debtors would purchase substaatially all of the personal property of a healthcare provider and then lease it back to
the provider.

Two of the NCFE Subsidiary Debtors, Allied Medical, Inc. ("Allied™ and Anesthesia Solutions, Inc.
("AS1"), provided non-financing services to healthcare providers. Allied was a durable medical products retailer
located in Mcmphis, Tennessee, and ASI provided anesthesia outsourcing to heaithcare providers. ASIalso wasa
provider client of NPF XII under the NPF XII accounts receivahle financing program.

Prepetidon Capital Structure

Equity Interesis

NCFE currently has cutstanding one series of comunon stock and two series of preferred stock. The
common stock is afl held, either directly or indircetly, by Lance Poulscn, Barbara Poulsen, Rebecca Parrett and Donald

Ayers, the founders of NCFH. 'The Beacon Group IT1 and Task Holdings, Ltd., which are both affiliates of JP Margan
Chase Bank, hold ali of the cutstanding shares of Series A preferred stock. The Serics B prefeired stock is held by
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Pharos Capital Fartners, LI’ and l.ance and Narbara Poulsen. The stock of membership interests in each of the other
Debtors is held directly or indirectly hy NCIL.

Debt

‘The Debtors had debt abligations in excess of $3.3 billion outstanding as af the Petition Date. The mast
significant component of these debt obligations were the netesNotes issued by NPF VI and MNPF XII, Pursuant to.
the NI'F V1 Indenture, NPF V1 issued seven series of Flpating Rate Health Care Receivabies Backed Notes hetween
June 1998 and February 2002. As of the Petition Date, $884,510,360 in aggregate principal amount of these notes were
outstanding. Approximately 19,000,000 of these notes were contractually subordinated NPF V1 Class I3 Motes.
Pursuant to the NPF XII Indenture, NPF XII issued 12 series of Floating Rate Hezlth Care Receivables Backed Noles
hetween March 1999 and May 2002, As of the Petition Date, 52,047,500,000 in aggregate principal amount of these
noles were oulstanding. Approximately $73,000,000 ol these notes were contractually subordinated WPF XIT Class B
Notes. The Debtors also had approximately $19.3 million in outstanding obligations uader their prepetition secured
bank facility, which is documented by the Sccond Amended and Restated Loan and Sceurity Agreement, dated as of
May 31, 2002, by and ameng The Provident Bank {"Provident"), as agent bank, and Debtors NCFE, NPF. Capital, Inc.
{"NI'F Capital"), NPF-SPL, Inc. and NPF-LL, Inc. The Debtors also owed certain lesser amounts to "rovident and T'he
Hunnngton Bank with  respect to letters of credit issued by these banks on behalfor at the requast ofthe Debtors

Lack af Reliable Historical Financial Information

The Debtors have utilized several auditors to review and audit their financial statements since their
inception in'1991. In the years immediately prior to the Petition Date, the Debtors, other than Allied, utilized Deloitte
& Touche LLT ("Deloitte & Touchc™) as their auditors. The most recent audited financial statements available for the
Debtors are for fiscal year 2000. Although the Debtors created financial statements for fiscal year 2001, Deloitte &
Touche never issued an andit letter reparding those statements. As described below, scveral governmental agencics
. are investigating the Debtors' prepetition business and financial reporting activities, and numerous lawsuits have
been filed alleging, in part, that the financial statements issuad by the Debtors were materially erroneous and
fraudulent. In addition and as dcsurlbed H greater detail below, Sha:rry L. Glbsen, v.ho has held sevelal executwe
positions with the Debtors, hasg t : ELVE g De
haygeach pled guilty toschorgecharges of LOD&pltﬂb)’ Lo commit bcuunues fraud In Hﬁﬁk&ﬂ%&m_&%@,
Ms. Gibson and My, Stucke acknowledged that shethey prepared or directed others to prepare investor reports with
fulse financial information. Based on these and other factors, the Debtors do not believe that their historical financial
statements accurately reflect the Debtors’ true financial condition for the applicable time periods. The Debrors are in
the process of restating certain of their financial statements and will make those statements available when they are
complete.

Events Preceding the Debtors’ Chapter 11 Filings
Liguidity Crisis and Cessation of Acconnts Receivabie Purchases

As described above, the Debtors were engaged primarily in the business of tunding healthcare providers
through the purchase of accounts receivable. The Debtors financed the purchase of cligible reccivables through
privale placement sales of notes to institational investors. The indentures governing theses notes required an

annual a11d1t of the Debtots' ﬁnanmal statements. In 2002, the chlors ability to-eblain-further-finaneingthrangh-the-

auditor, Deloitte & Touche, in-

Wlhew audu of the Debmrs 2001 ﬁnanual statemnm presumably as a copsequence

A% wc.ll as indications {rom

raung agencnes lhat the ratmgs of the Debtor 5 notes would bedowngraded

. In addition, in Geiober 2002, the Indenture Trustee

for the NPF Xﬂ Indenture declared a default bascdon he Debtors Hasare_
were required to meet—themmmmeqmmmam under the indenture_were underfanded by
hundreds of miltions of dollars. Without the ability to raise funds through the sale of additional notcs, the Debtors
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were faced with a severe liquidity crisis. In late October 2002, the Deblors ceased the purchase of any additional
accounts receivable from healtheare providers,

Prepetition Litigation

Once the Debtors stopped purchasing accounts receivable from their provider clients, a number of providers
began nnilaterally diverting to themselves the collections from accounls receivable that had been previously
purchased by the Dcbtors. As a result, the Debtars commenced an action in the Court of Common Pleas, Franklin
County, Chio captioned NPF XII. Inc., etal. v. PhyAdmerica Physician Group, Inc., ef al., Case No. 02CVH11.12222.
The complaint sought a temporary restraining order and a preliminary and permanent injunction enjoining all
defendant providers from diverting the proceeds of accounts receivables purchased by the Debiors. The Common
Pleas Court issued the requested temporary restraining order. Nevertheless, certain medical providers continued to
divert proceeds from the Debtors in violation of the restraining order. As a result, the Debiors initiated contempt
. proceedings and sought additional remedies, including disgorgement of proceeds and sanctions. In connection with
this proceeding, Bank One, N.A. ("Bank Qune"}, as indenture trusiee [or the NPF XII Indenture, filed cross-claims and
third party claims against the providers also seeking to enjoin the diversion of proceeds. Bank One also filed a

. motion for the appointment of a receiver for NPF VI and NPF XII, but withdrew its motion upon the resignation of
Lance Poulsen as an officer and director of the Debtors, as dascribed below.

In addition, provider Med Diversified, Inc. {("Med Diversified") commenced an action in the United States
District Court for the Southern District of Ohia captioned Med Diversified, Ine. v. NCFE, et al., Case No, C2-02-1085.
Med Diversified sought a temporary restraining order to allow il to instruct pavors to remit payment to Mcd
Diversificd rather than to the Debtors on the accounts receivable that it had sald to the Debtors. The Debtors
. opposed the restraining order, arguing that they had purchased the receivables at issue, and that they had a sceurity
. interest in future-gencrated reccivables. On November 14, 2002, after a two-day hearing, the court denied Med
Diversified's request, and in its written opinion of Movember 26, 2002, confinmed that the Debtors had a significant
probability of success on the merits of their claim.

Resignation of Certain NCFE Directors

In the months prior to the Petiion Late, the board of directors of NCFE congisted of the following
6 individuals: Donald Ayers, Thomas Mendell, Rebecca Parrett, Harold Pote, Barbara Poulsen and Lance Poulsen.
On Mavemher &, 2002, in order ta resolve the pending state court action brought by Bank One to appoint a receiver,
as described above, Mr. Poulsen resigned from the board and all of the other director and oiTicer positions thal he
then held with the Exebtors. In addition, prior to the I'ctition Date, Mr. Ayers, Mas. Parrett and Mas. Poulsen each
resigned from the board. :

Retention of Alvare; & Marsal

On November 8, 2002, contemporansously with the resignation of Lance Poulsen from the NCFE board, the
board adopted resolutions to retain the professional crigis management firm of Alvarez & Marsal, Inc, ("Alvarez &
Marsal"). These resolutions gave Alvarez & Marsal authority to manage the Debtors' operations and debt

“restrucluring ¢fforls. Pursuant to an order of the Bankruptey Court (described betow), Alvarcz & Marsal has
continued to act on behalf of the Debtors during the Bankruptcy Cases. In addition, Pavid Coles of Alvarez &
Marsul was appointed to the NCFE board of dircctors and as an executive officer of each of the Debtors effective as

. of the Petition Date. Mr, Coles continues to serve as an officer and director of certain of the Debtors, although he no.

longer scrves on the board of dircetors of NCFE.

FRBI Seizure of Documents
On November 16, 2002, two days prior to.the Petition Date, the Federal Bureau of Investigation (the "FBI")
execuled upon & search warrant at the Debtors' headquarters in Dublin, Ohio znd removed, amang other things,

substantially all of the Debtors' business records and documentation. These dacuments were removed to a
warehouse, where the Debtors have been given limited access to copy certain documents necessary for the Debtors'
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business operations and to otherwise liquidate the Debtors' remaining assets. The Debtors have cosperated fully
with the FBI's investigation inlo lheir businesses and rclated activities.

OPERATIONS DURING THE BANKRUPTCY CASES
Commencement of Liguidation Cases and Related Case Administration Acrivities
Commencement of Liguidation Cases and First Day Relief
On the Petition Date, the Debtors filed 4 number of motions and other pleadings (the “liirst Day Motions"),
the most significant of which are described below. The First Day Motions were proposed to ensure an orderly

transition into chapter 11,

The Ifirst Day Maotions included:

. molions relating 1o case administration and the use ofLogan & Company, Inc. to assist in the preparation of
schedules and related activities;

. a motion relating to payment of prepetition wages and other benefiis to the Debtors' employees;

. a motion relating to payment of prepetition trust fund taxes;

. a motion to cstablish procedurcs for determining adequate assurance for the provision of utility services;

. ~ amotion relating to the continued nse of the Debtors’ existing cash management system, bank accounts,
business forms and investment and deposit guidelines;

. épplical.ions relating to the Debtars’ retention of counsel;

L a motion relating to the interim compensation and reimbursement of expenses of professionals;

. a motion to continue to employ Alvarez & Marsal as crisis managers; and

. a molion relating to the retention and paytnent Ufordinary course professionals.

The First Day Motions, with certain adjustments to the requested relief to accommodate the concerns of the
Bankrupu,y Court and [he United States Trustee {the "U.S. Trustee™), ultimately were granted.

On the Pétition Date, the Debtors also filed an adversary proceeding seeking a temporary restraining order
and infunctive relief to enjoin certain of the Debtors' healthcare provider cuslomers [rom diverling and scizing the
proceeds of accounts receivable purchased by the Debtors. See "Certain Events Preceding the Debtors' Chapter 11
Filings — Events Preceding the Debtors’ Chapter 11 Filings — Prepetition Liligation."

Appointment of the Creditors' Committee

On December 11,2002, the U.S. Trustes uppointed the Creditors’ Committee. On December 27, 2002, certain
noteholder members of the Creditors’ Committee filed 2 motion seeking the appointment of either separate committees
or subcommiltees of the Creditors’ Comunitiee for the respective neleholders of NPF VI and NPF XIL On January 8,
2003, the Bankruptey Courr entered an order directing the U.S. Trustee to appoint the NPF VI Subcommittee and the
NPF XII Subcornmittee {collectively, the "Subcommittees™). Two of the original members of the Creditors' Committce
have resigned. The current membership of the Creditors” Comumitree, the NPF VI Subcommittee and the NPF XII
Subcommitlee, and their counsel and financial advisors, are as lollows:

Creditors’ Committes Membhers:
Ambac Investments, Inc.

One State Strect Plaza
New Yark, New York 140004
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Biomar Technnlopies
221 East Walout Street, #243
Pasadena, Catifornia 91101

Expert Technical Consultants, Inc.
5115 Parkcenter Avenue, Suite 275
Dublin, Ohio 43017

III Finance Ltd.

¢/o ITI Oflshore Advisors

250 Sonth Anstralian Avenue
Suite 600

West Palm Beach, Florida 33401

ING Capital Markets LLC
13235 Avenue of the Americas
New York, New Yok 10015

Qfivalmo Gestion
1, Tue Vermier
75017 Paris, France

Pacific Investiment Management Co, LLC
840 Newport Center Drive, Suite 300
Newporl Beach, California 92660

Solutions for Management, [nc.
§ East Germuniown Pike, Suite 100
Plvraouth Meeting, Pennsylvania 19462

Coungel to the Creditors' Committee:

Vincent J. Marrioit, 1, Esq.

BALLARD SPAHR. ANDREWS & INGERSOLL, LLP
1735 North Market Street

Philadelphia, Pennsylvania 19103

Nancy V. Alquist, Hsq.

Jan L. Berlage, Esq.

BALLARD SPAHR ANDREWS & INGLERSOLL, 1L1LP
300 East Lombard Steeet, 18th Floor

Baltimore, Maryland 21202

Leon Friedberg, Esq.

H. Ritchey Hollenbaugh, Esq.
CARLILLE PATCHEN & MURPHY LLP
366 Easl Broad Street

Columbus, Ohio 43215

COL-4453362] 25081 513 -15-



Financial Advisars to the Creditors' Commitice:

Martin L. Cohen

FTT CONSULTING

1201 Eye Street, NW, Snite 400
Washington, D.C. 20005

NPF V1 Subcommitiee Members :

Ambac Investments, Inc.
One State Strect Flaza
New York, New York 106004

ING Capital Markets LLC
1325 Avenue ol the Americas
New York, New York 10019

Ofivalmo Gestion
1, tue Vermier
75017 Paris, France

Counsel to.the NPI V1 Subcommittee:

Lester M. Kirshenbaum, Esq.
Henry G. Morriello, Esqg.
KAYE SCHOLER LLP

425 Park Avenue, 14th Floor
Wew York, New York 10622

Dennis J. Drebsky, aq.
Barbara M. Goudstein, Esq.
CLIFFORD CBANCIE LLP
Met Life Building

Twa Jlundred 'ark Avcnuc
New York, New York 10166

NPF Xl Subcommittes Megmbers:

Ambac Investments Inc.
One State Streat Plaza
New York, NY 10004

III Finance Ltd.

c/o TN Offshore Advisors

250 South Australian Avenus
Suite 600

West Palm Beach, Florida 33401

Pacific Investment Manapement Co. LI.C

840 Newport Center Drive, Suite 300
WNewport Beach, California 92660
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Counse] to the NP X]I Snbcommittee:

Raobert 1. Moore, Esq.

Fred Neufeld, Esq. "
MILBANK, 'WEED, HADLEY & MCCLOY, LLP
601 S. Figueroa Sweet, 30th Floor

Las Angeles, California 90017

Kenneth R, Cookson, Esq.
IHNSMORY & SHOHLL LLLP

175 South Third Street, 10th Floor
Columbus, Ohio 43215

Rejection of Executary Contracts and Unexpired Leases

During the course of (he Bankruptey Cases, the Debiors have filed several inotions to reject executory
contracts and unexpired leases. On December 30, 2002, the Debtors filed a motian to reject four unexpired leases (the
"Rejected Leascs") of cerlain real property that the Debtors had ceased to use in their operations. The Rejected
Leases consisted of the Debtors' leases of: (2) Suite 190, Last Greenway Parkway in Scottsdale, Arizona;

(b} 3104 Croasdailc Drive, Building 409 in Durham, North Carolina; (¢) Hangar #4 at Don Scott Airport in Columbus,
Ohio; and (d) 655 Metro Place North, Suite 380 in Dublin, Ohio. On January 31, 2003, the Bankruprey Court entered
an nrder approving the rejection of the Rejected Leases.

The Debtors also have filed several motions to reject agreements and alleged agreements with their
founders. Om January 9, 2003, the Debtors filed a motion to teject employment agreements with Lance Poulsen,
Rebecca Parrett and Donald Ayers and consulting agresments with Rebecca Parrett and Donald Ayers. Although
TLance Panlsen, Rebeacca Parrett and Donatd Ayers had all resigned from their respective oflicer and direclor positions
with the Debtors on or prior to the Petition Date, the Debtors filed the motion to ensure that no administrative
expense was incurred under these agreements. On Fanuary 9, 2003, (he Debtors filed a motion o reject agreements
providing for observation riglts and insurance coverage for Barbara Poulsen, Danald Ayers and Rehecca Parrett. On
February 5, 2003, thc Bankruptey Court cntered separate orders approving the rejection of these employment and
consulting agreements and the observation rights agreements. During the hearinp an the mation to reject his
employment agreement, Lance Poulsen alleged that the Debtors had entered into a consulting agreement with him at
the NCFL board meeting on November 8, 2002, which assertion was disputed by other partics present at the board
meeting. Out of an abundance of caution to prevent the accrual of any possible administrative expense claim, the
Debtors filed a mation on March 7, 20043 to reject Mr. Poulsen's alleged consulting agreement. On April 3, 2003, the
Bankruptey Court entered an order authorizing the Debtors to reject, to the extent that it existed, the alleged
consulting agresment.

Key Employee Severance and Retention Program

To stabilize employee relations and to ensnre that the necessary employees were tetained duting the
Debtors' orderty liquidation, the Debiors devcloped a key employvee severance and retention program {the "KERP
Program”). The KERP Program is designed, among other things, to ensure that the employees mast critical to the
Debtors’ liquidation efforts are provided with sufficient cconomie incentives and protections to stay with the Debtors
and provide their services through the period of the Debtors’ wind-down. On December 11, 2002, the Debtors filed a
motion to approve the KERP Program. The Bankruptey Coust granted this motion on December 19, 2002,

Under the KERP Program, the Debtors have provided a package of benetits for emplayees, including:
{a) salary enhancements for certain employccs ranging from 10% to 25% that were retroactive to the Petition Date;
(b) quarterly retention incentives ranging from 10% to 25% of annual salaries for employees wha were employed on
February 17, 2003 and the end of each succeeding quarter; (¢) a salary guaranty for certain employees if they did not
leave voluntarily for the first 60 or %0 days following the Petition Date and were not terminated for cause;
{(d) scverance benefits ranging from one Lo six weeks for all employees; and (2] reimbursement of legal fees up to
$2,500 or $5,000 (depending on the particular employee's tier) for certain employees with respect to the pending
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governmental investigations of the Debtors, The aggregate cost ta the Debtors of the benefits provided under the
KERP Pragram through Geteber24:November 18, 2003 was $4878:0352,153,612, The KERP Program has proven
effective in allowing the Debtors lo retain critical cmployees during a peried in which they were rapidly decreasing
their workforce and would have found it nearly impaossible to hire replacements for these employees.

Cluitms Procexs and Bar Daies

On January 10, 2603, the Debtors, ather than Allied, filed their Schedules, identifying the asscts and
liabilitics of their respective Estates as of the Petition Date, Allied filed its Schedules on March 3, 2003. In an order
dated December 26, 2002, the Bankruptcy Court established April 22, 2003 as the general Bar Date for all Claims. On
April 22, 2003, the Bankruptcy Court entered an order establishing Angust 22, 2003 as the Bar Date for the filiag of
Intzrcompany Claims between the Debtors, which Bar Date was subscquently extended ta December 31, 2003, On
June §, 2003, the Bankmuptcy Court entered an order establishing procedures for notifying parties affected by
amendiments to the Schedules of such amendments and cstablishing 60 days after the service of such notice as the
bar date for the filing of claims affected by the applicable amendments, On July 31, 2003, ASI filed certain
amendments to its Schedules.

Shareholder Meeting and Replacement af Board of Divectors

On or about March 21, 2003, Lance Poulsen sent a letter to David Coles of Alvarez & Marsal, in Mr. Coles’
capacity as President of NCFE, inguiring whether WCFE intended to hold its annual shareholders meeting on April 7,
2003, as purportedly required under NCFLE's code of regulations. Mr. Poulsen's letter further stated that, if the annual
shareholders meetling was not scheduled for April 7, 2003, then Mr. Poulsen demanded a special meeting of the NCFE
shareholders on that same date for the purpose of electing directors of MCFE.

On April 1, 2003, al the Teguest of their major creditor constituencices, the Debtors filed a motion seeking to
grant Alvarez & Marsal the exclusive rights and powers of the debtor in possession in these Bankruptey Cases, On
April 22, 2003, afier extensive briefing by numerous parties in interest, the Bankruptey Court entered an order
denying the Debtors' motion.

On May 16, 2003, the shareholders of NCHE held a shareholders meeting and elected the following six
individuals to the board of directors of NCFE: Donald Ayers, Raymond Brocks, Thomas Mendell, Harold Pote,
Harbara Poulsen and Lance Poulsen. Mr. Mendell and Mr. Pote resigned their board positions effective as of
May 30, 2003, and Mr. Brooks resigned on or about July 2, 2003, Accordingly, the NCFE board of directors currently
cansists of Mr. and Mrs. Foulsen and Mz, Avers,

Litipation Regarding Director and Officer Insurance Covernge

On March 27, 2003, Gulf Insurance Company ("Gulf™) filed a motion for relief from the automatic stay to pay
certain asserted claims of current or former directors and offtcers of the 1Jebtors under a directors and officers liabitity
and private company indemnification insurance policy issued by Gulf to the Debtors (the "Gulf Policy"), subject o a
§5 million limit of liahility for all claims in the aggrepate under the policy. The Dehtors objected to Gulf's motion on
the ground (hat ihe Debtors were direct beneficiaries under the Gulfl Policy, and thus it constituted property of the
Debtors' Estates. In addition, several other parties filed responsive pleadings to the motion.

On Junc &, 2003, the Debtors filed an adversary praceeding seeking (i) injunctive relief to prevent Gulf fram
distributing any of the proceeds of the Gulf Policy prior to the determination by the Bankruptey Court of the
appropriate process and amounts for any such distributions and (ii) declaratory reHef establishing fair and equitable
procedures by which the proportional share of the Gulf Policy proceeds to the applicable claimants can be
determined. The ebtors also have sought similar relief in the adversary proceeding with respect to an additional
$5 millicn excess policy issued to the Debtors (the "Great American Policy") by Great American Insurance Company
("Gireat American").

The Bankruptey Court has delayed ruling on Gulf's lift stay motion pending the putcame of the Debtors®

adversaty proceeding. On September 17, 2003, the Debtors filed a second amended complaint adding a request that
the Gulf Policy and the Great Ametican Policy are not void with respect to the Debtors. On October 6, 2003, Great
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American simultaneously filed a motion in the United Statcs District Court for the Southern District of Ohio to
withdraw the reference and 2 motion to stay the adversary proceeding pending a decision on that motion. The
Bankruptcy Court denied the motion to stay, and discovery is proceeding in the adversary proceeding. The motion
1o withdraw the reference s pending.

Retention of Professionals for Extate Administration and Related Muatiers

The Debtors have retained a number of professionals to assist in the administration of these Bankruprey
Cases and related matters. On Dceember 19, 2002, the Bankruptey Court entered an order authorizing the Debtors to
tetain Jones Day as counsel. In addition, on December 30, 2002, the Bankruptcy Court entered an order appraving
the retention of Bricker & Eckler LLP as special litigation counsel for the Debtors with respect to matters in which
Jones Day has a conflict of interest and certain other litigation in which Bricker & Eckler LLP previously represented
the Debtors. On Janary 2, 2003, the Bankmiptey Court entered an order authorizing the Debtors lo employ Williams
& Prochaska, P.C. {("Williams & Prochaska™) as special litigation conngel to represent the Debtors in the Medshares
bankruptey. cases pending in the United States Bankruptey Court for the Western District of Tenncssce. Williams &
Prachaska had represented the Deblors in lhese cases {or several years prior to the Petition Date.

Pursuant to an order dated fanuary 21, 2003, the Debtors werc authorized to retain American Express Tax
and Busincss Services ("TBS™ w provide certain accounts receivable servicing and other consulting services. On
October 21, 2003, the Debtors filed an application to amend the engagement of TBS to expand il to include the
provision of cerfain litigation consulting services to the Debtors. That application has been approved. On

- Febmary 5, 2003, the Bankruptey Court authorized the Deblors o telain Ruscilli Real Estate Services ("Ruscilli") as
real estate brokers to assist in the sale of their headquarters office complex tn Dublin, Ohio. The Dcbtors also
retained Grant Thornton LLP ("Grant Thernlon™), pursuant to a Bankmptcey Court order dated March 6, 2003, to
assist the Debtots in filing their federal and state tax returns and the pursuit of refunds for prior tax years. In
addition, on July 25, 2003, the Deblors obtained authority to retain The Long & Foster Companies as real estate
brokers to. assist in the sale of certain residential properties in Washington, D.C.

Retention of Gibbs & Bruns LLP

Soon afier the Petition Date, the Debtors commenced preparations to investizate the events leading to the
collapse of the Debtors' businesses and ta retatn counsel to pursuc claims againsi third parties relating to the
substantial losses incurred by the Debtors, After discussions with the Creditors’ Committee and the Suhcommittees,
the Debtors reached an agreement to retain, on a contingent fec basis, Gibbs & Bruns LLP ("Gibbs & Bruns”) to
prusecute certaln causes of action held by the Debtors' Estates. (Gibbs & Bruns also has been retained by certain of
the neteholders of NPF V1 and NPF XII to file and prosceute claims held by the noteholders relating to the losses
they suffered as a result of the Debtors’ demise. Because of the efficiencies of this dual representation, Gibbs &
Bruns agreed to a faverable contingent fee structure with the Debtors.

On May 9, 2003, the Diebtors tited an application far approval of the retention of Gibbs & Bruns and the
agreed contingent fee structure. The U8, Trustee, Bank One and Rebecca Parrett a1l filed objections to the Debtors'
proposed retention of Gibbs & Bruns, in light of the dual representation issucs. On Augusi 1, 2003, the Bankruptey
Court overruled thosc objeclions and entered an order approving the Debtors’ retention of Gibbs & Bruns.

Pursuant to the Debtors’ engagement letter with Gibbs & Bruns, (iibbs & Bruns has been retained to pursue
any claims against third partics that arc attributable to the Debtors' Estates, including, without limitation: (a) transfer
avoidance causes of action under chapter 5 of the Bankruptey Code; and (b) causes of action based on breach of
duty, fraud or similar theories against: (i) indenture trustees, placcment agents, siructuring agents, ratings agencies,
law firms, accounting firms and their respective affiliates; (ii) Lance Poulsen, Barbara Poulsen, Don Ayers, Rehecca
Parrett and entities utilized to hold their respective assets; and (iit) certain other officers and members of the boards
of directors of the Debtors (collectively, the "Potential Litigation Claims"), except for the following excluded claims:

(i Claims on behalf of one or more of the Debtors against one or more. other Debtors.

(i) Claims by one or more of the Debtars against Providers, including those Providers that have filed
for bankruptcy and those that have not, that arise out of or relate to accounts receivable financing,
lease or promissory note arrangements hetween the Debtors and such Provider,
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(i) Claims held by certain Providers or their bankniptcy estates, as applicable, against the Providers'
respective directors, officers and agents.

{iv) Preference or other Bankruptcy Code avmdance action claims agamstGredﬂ—S-ume—F&sl—Beﬁeﬂ-

The Hankmptcy Court approved a contingent fee arrangement between the Deblors and Gibbs & Bruns
under which the Debtors will reimburse the out of pocket expenses of Gibbs & Bruns incurred in the pursuit of the
Potential Litigation Claims. The contingent fee (or lhe Potential Litigation Claims on behalf of the Debtors' Estates is
based on two categories of claims. The first category of claims inchudes the twa fallowing types of claims: (a) all
preference and fraudulent transfer avoidance claims, olher than (he excluded claims described above; and (b) all
claims against Lance Poulsen, Barbara Poulsen, Donald Ayers and Rebecca Parrett (collectively, the "Founders™y and
any of their affiliates. 'The contingent fec for this first catcgory of claims is 10% of the total net amounts recovered -
by way of litigalion or settlement, determined after the reimbursement of the Debtors for all applicable expenses paid
to or on behalf of Gibbs & Bnms, ar $50 mitlion, whichever is less.

The sccond category of ¢laims includes alt claims of the Debtors other than those in the tirst category or the
excluded claims. The contingent fee for this second category of claims is | 8% of the first $100 million of aggrepate
net recovery, 15% of the next $400 million of aggregate net recovery and 10% of that portion of aggregate net
recovery in excess of 3500 million. "I'he contingent fee for this category of cluims is separate and in addition to the
contingent fee for the first category of claims and is calculated based on the total net amounts recavered hy way of
litigation or setttement by the individual noteholder clients of Gibbs & Bruns as well as the Debtors on an aggregate
basis, after reimbursement of their respective expenses.

The Dehtars' engagement letter with Gibbs & Bruns provides for the possible assignment of the Potential
Litigation Claims to a litigation trust for the benefit of the Debtors' ereditors. In connection with the Plan, the

Potential Litigation Claims will be assigned w one-srmere-efthe BitigationTrustsUnencumbered Assets Trust.
- Extensions of the Exciusive Peviods to File a Plan and Solicit Acceptances Thereaf

On January 24, 2043, the ehtors filed a motion sccking an extension of the peried during which they have
the exclusive right to file a plan of reorganization (the "[xclusive liling Peried") hy approximately four months,
through and including July 16, 2003, and sceking an exiension of the period during which they have the exclusive
right to selicit acceptances of any plan filed during the Exclusive Viling Period (the "Exclusive Solicitation Period”
and, together with the Exclusive Filing Period, the "Exclusive Periods"), through and including September 16, 2003,
On February 19, 2003, the Bankruptey Court held a hearing on the requasted extension of the Exclusive Periods. The
Bankruptey Court then entercd an interim order extending the Exclusive Periods until the date of a further hearing on
April 2, 2003, and the Bankruptcy Court requested that further evidence be presented on the requested extensions of
the lixclusive Periods at that hearing. Bascd on the evidence presented at the April 2, 2003 hearing, the Bankmptey
Court granted the requested extensions.

Gn July 11, 2003, the Debtors filed a molion seeking additional extensions of the Exclusive Filing Period and
the Exclusive Sclicitation Period by approximately four months each, through Navember 17, 2003 and January 16, -
2004, respectively. "Lhe Debiors also contcmporancously liled & motion for a bridge order to extend the Exclusive
Fiting Period pending the hearing on the Debtors' exclusivity extension mation through and including August &, 2003,
The motion for a bridge order was granted by the Bankrupicy Court.

Also on July 11, 2003, Meirepelitan-Life lnsumnoe-Company(“MetLife’} and Lloyds-Fsi-Hankple-
%WMMM the "Moving XTI Mateholders"), filcd a motion seeking to

terminate the Exclusive Periods or, in the alternative, to convert the Rankruptey Cases to cases under chapter 7 of the
Bankruptcy Code. The Bankrupley Court scheduled a hearing on this motion, together with the Debtors' request 10
extend the Exclusive Periods, for August 6, 2003. Negotiations ensued among the Debtors, the Creditors' Commitiee,
the Subcarmittees and the Moving XII Motcholders on an expedited basis to resolve certain of the outstanding
issues. After extensive negotiations, the parties agreed to a stipulation and agreed order (the "Exclusivity
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Stipulation”) that was presentad o the Bankruptey Court at the August &, 2003 hearing. ‘T'he Exclusivity Stipulation
was approved by the Bankrupicy Court,

Pursuant to the Exclusivity Stipulation, the Debtors, the Creditors' Committes, the Subcommittees and the
Moving X1 Noteholders agreed that the Exclusive Filing Period would be cxtended through Scplember 15, 2003, on
the following terms and subject to the following conditions:

i8] On or before August 11, 2003, the Debtors, the Creditors' Committee and the Subcommitices would
exchangce {and would provide to the Moving XTI Noteholders) lists of what they believed to be the
open issues remaining to be resalved prior to the confiration of a conscnsual liquidating plan for
the Deblors.

{ii) On or before Angust 11, 2003, FTI Consulting, Ine. {("FTI"), the (inuncial advisors to the Creditors’
Committee, would provide its then-current report regarding prepetition intercompany transfcrs and
other forensic data rclevant to such iranslers (o the Debtors, the Subcommittees and, subject to the

_execution of a confidentiality agreement acceptable to the Debtars and the Creditors® Committec,
the Moving XII Motcholders.

(it On or before August 25, 2003, the Debtors and the Subcommittces were to have reached agreement
regarding (a) the identitics of the trustees for the Litigation-Trust-and-the-LiguidationTrusirusts
to be established under the Plan and (b) the professinnals to be retained by the Hewidution
Teuctfrys] for the purpose of pursuing coilections against the Debtors' various healthcare provider
clients from and after the effective date of a plan of liguidation for the Dcbtors.

{iv) On or before August 29, 2003, the NPF VI Subcommunittes and the NPF XI1 Subcommittee were 1o
have exchanged proposals for the relative treatment under a plan of liquidation for the claims held
by the halders of notes issucd by NPF Y1 and NPF X1, respectively.

Under the terms of the Exclusivity Stipulation, if the Debtors met these conditions and filed a plan of
liquidation by September 13, 2003, the Exclusive Solicitation Period would be extended through and including
November 17, 2003, The Bxclusivity Stipulation provides that if these conditions are not satisficd, the Moving XII
Noteholders can bring a motion to request an expediled hearing on their motion to terrainate the Exclusive Periods
and that the Debtors will not appose the request for an expedited hearing. The Exclusivity Stipulation also. gives the
Creditors’ Commirtee, the Subcommittees and the Moving X1I Moteholders the right, if the Debtors file a plan by
Scptember 13, 2003, to bring a motion at any time seeking an expedited hearing on a requcsl o terminate the Exclusive
Solicitation Period. ‘The Debtors have-agreed nol to oppose any such request for an expedited hearing, but
sesesvereserved the right to oppose a request to terminate the Exclusive Solicitation Period. On September 15, 2003,
the Debtors filed the Joint Plan of Liguidation of National Century Financial Enterprises, Inc. and fts Dcbtor
Subsidiaries.

On November 7, 2003, the Debtors filed a motion to extend the Exclusive Solicitation Period through and
including February 17, 2004. The Bankruptcy Court entered a bridge order cxtending the Exclusive Solicitation Period
from November 17, 2003 until such datc that the Bankrupicy Court ruled on this motion. Also on November 7, 2G03,
the Beardbuard vf Directorsdirectors of NCFE filed a motion seeking to terminate exclusivity so as to. permit them to

file a liquidating plan for ail of the 1ebtors other than NPF VI and NPF X1I. The Debtors objected to this motion.
After a hearing on December 3, 2003, the Bankruptcy Court denied the Beardpggrd's motion and cntered an order
extending the Exclusive Solicitation Period through and including February 17, 2004.
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Motion by Former Dircctors to Stay Third Party Litigation

On September 3, 2003, Thomas G. Mendell, Harold W. Pote and Eric R. Wilkinson (cellectively, the "Former
Directors™) filed a motion sceking to enforce the automatic stay with respect to several lawsuits pending against the
Fuormer Directors and to enjoin the filing of future actions against them bascd on their services as [ormer directors of
certain of the Debtors. I'he Former Dhircctors are defendants in numerous lawsuits filed by certain noteholders of the
Dehtors and other interested parties, as described elsewhere in this Disclosure Statement. Scc, c.g., "Operations
During the Bankmptey Cases — Litigation Against Third Parties Relating to the Collapse of the Debtors'

Businesscs” and "— Nonprovider Litigation — Amedisys." The Former Directors' hasis for the application of the
autematic stay. to the actions against them is that the Former Directors are insureds under the Debtors' directors and
officers insurance policy and that they have certain statutory indemnification rights under Ohic law. Accordingly,
the Former Directors argue that the automatic stay should be extended to actions against them to prevent harm to the
Dechtors' estates. Lance Poulsen, Barbara Poulsen and 1Jonald Ayers subscquentty [iled a joinder to the Former
Directors' motion. A number of the plainliffs in the litigation that the Former Directors seek to stay filed objections to
_ the motion, including Bank One, ING, MetLife, Lloyds, Phares Capital Partners, L. P. and certain noteholder plaintitts
in lawsuits pending in Arizona federal court. On October 23, 2003, the Bankruptey Court held a heuring on the Former
. Directors’ motion and has taken the matter under advisement.

Posipetition Operalions and Liquidity
Cash Collateral Usage and Related Appeals

On Deccmber 18, 2002, the Debtors filed 2 motion for interim and final orders for authority to use cash
collatera) pursuant to section 363 of the Bankruptcy Code and certain related relief (the "Cash Collateral Motion”).
By the Cash Collaterat Motion, the Debtors requested relief to use cash collateral and to prant the applicable secured
creditors replacement liens and superpriority claims. Several objections (o the Cash Collateral Mation were filed by
parties in interest, including certain healtheare providers that had sold aceounts receivable to the Dcbtors, The
Bankruptcy Court held hearings on the Cash Collateral Motion on January 7, 2003 and January 9, 2G03 and, on
Jannary 14, 2003, entered an interim order authorizing the Debtors' use of cash cotlateral (the "Interim Order").

After entry of the Interim Order, further abjections were filed. The Bankruptcy Court held a turther hearing
on the Cash Collateral Motion on January 29, 2003 and entered an order extending the Interim Order. Subsequently,
- the Bankruptey Court entered additional orders extending the Interim Order through February 24, 2003. On Febryary
19, 2003, the Bankruptey Court held a heasing on the Cash Cotlatcral Motion, at which the court received evidence
and heard statements of counscl regarding the relief requested in the motion. On liebrary 21, 2003, the Bankruptey
Court cntered a final order authorizing the Debtors' use of cash collateral {the "Final Cash Collateral Ordert™).

Since the entry of the Final Cash Collateral Ordex, the Bankruptey Court has set and adjourned further
hearings on the Cash Collateral Motion. On July 23, 2003, the Rankruptey Court heard argumemts regarding the
Debtors' continued use of cash collateral. On Jaly 28, 2003, the court entered a bridge order authorizing the Dcbtors
to use cash collateral through August 8, 2003 (the "First Bridge Order™). After a further hearing on Auvgust 6, 2003,
the Bankruptey Court entered an order an August 11, 2003 permitting the Debtors to continue to. use cash collateral
through October 31, 2003 (the “Further Order"}. On October 22, 2003, the Bankruptcy Court held a hearing
concerning the Debtors' continued use of cash collateral. On October 24, 2003, the Barkmptey Court enfered a
bridge order (the "Second Bridge Order") authorizing the Debtors to use cash coliateral through December 5, 20013,
After a further hearing on December 3, 2003, the Bankruptcy Court cntered an order permitting the Debtors to
continue to use cash collateral through February 27, 2004.

One provider group, Baltimore Emergency Services IL, LLC and its afliliates (collectively, "BES"), has
appealed the cash collateral orders entered by the Bankruptey Court. The Interim Order and the Final Cash Collateral
Order were appeated to the United States District Court for the Southern District of Ohio (the "District Court"), and
the First Bridge Order, the Further Order and the Second Bridge Order were appealed to.the Bankruptcy Appellate
Panel for the United States Court of Appeals for the Sixth Circuit (the "BAP"). BES contends that cach of the orders
contains language that adversely impact BES's interests in its own property in viclation of the automatic. stay
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imposcd by scetion 362 of the Bankruptey Code n BES's pending chapter 11 cases. The Debtors filed a molion to
stay the appeals in the District Court pending a ruling by the BAP. In response, the District Court dismissed the
appeals pending hefore it. A motion to reconsider the dismissal has been filed by BES in the District Court. Bricfing
by the parties has not been completed in the appeals before the BAP.

Review of Liens of the Indenture Triustzes-and-the-Provident-Bawk

Pursuant to the Final Cash Collateral Order, the Pebtors acknowledged that the prepetition licns and
security interests granted to the Indenture Trustees in the collateral vnder the Indentures were valid and perfected.
The Final Cash Collateral Order provided that this acknowledgmeint was binding [or all purpoeses and all cntitics,
except that the Final Cash Collateral Order gave the Creditors' Committee vntil May 14, 2003 (the "Review Period") to
commence an avoidance or other actioa to recharacterize or subordinate the Indenturc Trustees' licns or security
lntereqtri The Rewew Penod passed wlthout the chdltors Cornrmttee commencm g su-:h an achon—?ha@mdﬁew—

Sale of Real Estate and Other Assets

Since the Petition Date, the Dehtors have been actively engaged in the liquidation of those assets that were
no longer necessary to the Debtors as they wound down their business operations, both to reduce administrative
expenses and to convert assets to cash for the benefit of the Debtors' Bstates. Several significant asset sales have
been approved by the Bankruptey Court. The Debtors have also disposed of certain real property acquired over the
vears from certain healthcare providers in connection with those providers' defaunits on their obligations under
various financing agreements with the Debtors.

The primary real property assel sold by the Debtors was the Debrors' headgquarters complex in Dublin, Ohio
{the "Memorial Drive Complex™). Historically, the Debtors had subleased certain unused portions of the Memorial
Drive Complex to other businesses and derived rental income from such properties. Because the rapid downsizing of
. the Debtors’ operations after the Petition Date greatly decreased the Debtors' need for office space, the Debtors
undertook to selt the Memaorial Dirive Complex, with the assistance of Ruscilli. 3ased on Rusciili's assessment ot the
commercial real estate macket in the Dublin area, the Debtors decided to market the Memorial Drive Complex as
© individual buildings rather than as an entire complex. From December 2002 through June 2003, the Debtors and
Ruscilli were able Lo find buyers for cach of the buildings in the Memeorial Drive Complex. A scrics of motions were
filed to abtain the Bankruptcy Court's approval of these sales, and the last such sale was approved by the-
Bankiuptcy Court on July 25, 2003, In aggregate, after the payment of clasing costs and commissions, the Debtors
received $6.034,338.22 pursuant o these sales, and $2,868,254.51 of the proceeds were used to satisfy the mortgage
lield by Provident on certain of the buildings. In connection with the sale of building number § of the complex,
located at 61335 Memorial Drive, the Debtors entered into an apreement with the purchaser allowing the Debtors to
lease back certain space in the building for their operations for up te one year, through Aungust 1, 2004, Under this
lcasc, the Debtors can terminate the lcasc on 30 days prior written notice cffective at any time on or after January 31,

2004.

In August 2003, Debtor NPF X, Inc. ("NPF X") consummated the salc of the Dickenson County Medical

Center in Clintwood, Virginia. NPF X had acquired this asset in March 1996, Beginning in March 1996, the
Dickenson County Mcdical Center was operated for NPF X by CHC Clintwoad, Tne. ("CHC Clintwood™), which leased
the centers from NPF X. On or shortly after December 11, 2002, CHC Clintwood vacated and ¢losed the Dickenson
County Medical Center. On April 3, 2003, NPF X terminated CHC Clintwood's lease of the Dickenson County
Medical Center, based on uncured defaults under the lease, After the closing of the Dickenson County Mcdical

. Center, NPI' X began the process of finding a qualified buyer for the hospital. After several months of szarching for
and negotiating with partics polentially interested in the hospital real cstate, the Dickenson County Industrial
Development Autherity, a political subdivision of the Commonwealth of Virginia, agreed to be the "stalking horse®

. buyer at an auction salc for the property. On Junc 18, 2003, the Bankruptey Court approved bidding and anction
procedures for the property. Although several patties expressed an interest in the property, no other bids were
received, and the scheduled auction was cancelled. Accordingly, on August 6, 2003, the Bankruptcy Court entered
an arder approving the salc of Dickenson County Medical Center to the Dickenson County Industrial Development
Authority for $1,775,000. The sale closed on August 20, 2003,
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The Debtors also obtained Bankruptey Court appraval of several other asset sales during the Bankruptey
Cases. On February 5, 2003, the Bankruptcy Cowrt approved the sale of spare aircralt parts formerty uscd for the
Debtors' corperate aircraft for $11,000. On February 6, 2003, the Bankruptey Court approved the assumption of a
prepetition contract for the Debtors' sale of an undeveloped parcel in Plain City, Ohio to Cleve Igo for $216,970. On
April 8, 2003, following a compctitive bidding and auction process, the Bankruptcy Court approved the sale of
substantially all of the assets of Allied for $236,000. That sale closed on April 9, 2003, On July 25, 2003, the
Backruptey Court entered an order approving the Debtors' sale of three residential properties in Washington, D.C. to
Vincent Abell for $410,000. The residences were acquired by the Debtors when a former clieat of the Debtors, District
of Columbia Conununity Services, defaulted un vertain financial obligations in 1996. The sale of these properties
closed in August 2003,

Tax Refundy

The Debtors, other than Allied and ASI, have historically filed consolidated federal and state tax returns.
Because of the cvident historical operating lasses of the Debtars that have come to light since the Petition Date, the
Debtors have retained Grant Thornton as tax consultants to assist in the preparation of the Debtors’ tax returns,
including amended returns for prior vears, and to assist the DDebtors in obtaining any appropriate tax retunds.

The Debtors separately obtained a refund of estimated federal income tax payments for 2002, On January 2,
2003, in light of the lnases incurred by the Dehtors in 2002, the Debtors filed IRS Form 446, seeking a refund from the
Intemal Revenue Service (the "IRS") of $18,500,000 in estimated payments for 2002 federal incore taxes. In
April 2003, the Debtors received the requested $18,300,000 rcfund from the TRS. The Debtors intend, with the
assistance of Grant Thornton, to request additional federal income tax refunds for years prior to 2002,

Downsizing of Staff end Operationy

‘Bince the Petition Date, the Debtors have been engaged in the process of a cantralled wind-down of their
operations and an assovialed reduction in their workloree, Prior Lo the fall of 2002, the Deblors had approximately
340 employees. Immediately prior to the Petition Date, the Debtors had reduced their worldforee to approximately
100 empluvees. In connection with this reduction in foree, the Debtors reledsed much of their information technology
department, eliminated the sales force and made other terminations to reflect that accounts receivable were no longer
being purchascd from hcaltheare providers. In December 2002, when the Debtors sought approval of the KERFP
Program, they had approxirnately 95 employess. As the volume of payments being received through the Debtors'
lockbox system diminished after the Petition Date, the Debtors elimimated many of the positions uscd in the
administration of the Debtors’ leckbox system and related support. In order to minimize costs, the Dehbtors have
worked aggressively to wind down unnecessary operations and reduce the work[otee as appropriate, while
maintaining those employees necessary to assist in the administration of the Bankruptey Cases and the prosecution
of the Deblors’ claims against healtheare providers and others, As ol December 1, 2003, the Deblors had
16 remaining employees whose employment was equivalent to less than 14 full-tims positions. The Debtors
anticipale [urlher worklurce reductions as lewer personnel become necessary o maintain and administer the Deblors
remaining assets.

Provider Matters

Prior to the Petition Date, the Debtors provided financing to dozens of healthcare providers throughout the
United States. As described below, more than $2,000,000,000 is owed to the Debrors by five of these affiliated
provider groups, all but one of which have filed for bankruptey. The Debtors also tinanced, in a substantially smaller
aggregate amount, approximately 20 other heallheare providers thal have sought bankruptey protection, each of
which is also described below. In addition, the Debtors provided financing to a number of healthcare providers that
have not filed for bankraptey protoction.

DCHC

2 i : "DCHC‘—}_:nnugs_ f lcd voluntary peulmns for rehef
nnder chapter 1 1 ot the Bankmptcy (,ode on November 20, 2002 (the "DCHC Petition Date™} in the United States
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Bankruptcy Court for the District of Columbia. As of the DCHC Petition Date, DCHC owned and cperated five acute
carc hospital facilitics across the country, including facilitics in California, Tilincis and the District of Columbia,

The Debtors provided financing o DCHC through a number of different arrangements, including sale and
subservicing agreements, promissory notes, guarantees, stock pledges and other security agreements and leases.
The Debtors filed proofs of claim against DCHC's chapter 11 estates in an aggregate amount in excess of
$600.000,000. The Debtors also hold approximately { 1% of the equity of DCHC.

DCHC has filed proofs of claim against the Debrors' chapter 11 estates in an aggregate amount in excess of
$300,000,000, based on alleged breaches of contract and viher alleged improper conducl by the Deblors, DCHC's
official committee of unsecured creditors also prepared and threatened to file a complaint against the Debtars secking
the equilable suboerdination or recharacterization of the Debtors' claims.

DCHC has proposed the sale of suhstantially all of its assets pursuant to a process proposed in a disclosure
statement and plan of rcorganization (lled Df.tubu 24 2003 A—M& amended disclosure

and the confirmation hearingof DCHC's plan of reorganization is secheduied-forJonuery-7,-2004-heing rescheduled,
The Debtars and DCHC, together with their reapective official committees of unscecured creditors, continue to
negotiate regarding the treatment of the Debtors' claims. During the negotiations, a litigation standstill agreement

* hag heen put in placc. At this time, the Debtors are unable to predict the potentisl recovery to or liabilily of the
Drebtors arising in connection with their disputes with DCHC.

Baltimore Emergency Services I, LLC

Various affiliates of BES filed valuntary chapter 11 petitions on Navember ¥, 2002, November 11, 2002,
February 28, 2002 and April 22, 2003 in the United States Bankmptcy Court for the Distriet of Maryland. BES
operates. staffing and physician management services for haspitals and provides primary and urgent carc services.

The Deblors provided financing to BES through a number of different arrangements, including sale and
subservicing agreements, promissory notes, security agreements and leases. "The Debtars filed proofs of claim
against BES's chapter || cstaies in an aggregate amount approximating $500,000,000, In addition, a nondebtor
affiliate of BES that aperates as a Florida-based HMO owes an additional amount of approximatcly $250,600,006 to the

Dcbtors.

The BES bankruptcy court has prepesadconfirmed an amendad plan of reorganization that provided for a

competitive bidding process ot certain assets of BES. After a lengthy bidding process, on or about November 25,
2003, the BES court approved the selection of lhe Dehtors' recommendad bidder, R.1D. PhyAm Acqut'-‘.llmn Corp., a8
the winning bidder. Thc hesrRse HHFH -olan-ard-ep : :

Med Diversified and TLC

Med Diversitied, Inc. and its affiliates (collectively, "Med Diversified"), and Tender Loving Care Health Care
Services, Inc. and its affiliates (colleclively, "TLC" and, together with Med Diversified, the "Med Diversified
Eatities"), filed voluntary pelitions tor relief under chapter 11 of the Bankruptcy Code on November 27, 2002, and
Novemher 8, 2002, respectively, in the United States Bankruptcy Court for the Eastern Distriet of New York. Med
Diversified owns approximately 99% of TLC.

The Nebtors provided financing relationships to the Med Diversificd Entitics through » number of different
arrangements, including sale and subservicing agreements, promissary notes and other security agreements and
leases. The Debtors filed proofs of claim against the Med Diversified Entities' chapter 1] estates in an aggregate
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amount exceeding $100,000,000. The Debrors hold approximately 4% of the equity of Med Diversified, and certain of
the Founders or their affiliates hold approximately 33% of Med Diversified's common stock.

The Med Diversified Entities have filed proofs of claim against the Debtors' chapter 11 estates in an

aggregate amount in excess ot $28,000,000, based on alleged breaches of contract and other alleged improper conduct

. by the Debtors. On or about May 30, 2003, Med Diversified filed an adversary proceeding against the Debtors
seeking to disallow the claims of the Debtors, equitably subordinate the Debtors' claims or recharacterize the claims
as equity. The adversary proceeding is captioned Med Diversified, Inc. et al. v. National Century Financial
Enterprises, Inc. et al., Case No. 03-8262 (Bankr. E.D.N.Y .} {the "Mecd Diversificd Adversary Procesding™). Onor
about July 9, 2003, TLC filed iis separate objections to the Debtors' claims in TLC's cases and asserted related
counterclaims and defenses of setoff and reconpment. On or about August 8, 2003, the Debtors filed their answer in
the Med Diversified Adversary Proceeding. The court has scheduled a trial in the Med Diversified Adversary
Proceeding commencing in May 2004.

The Debtors continue to negotiate with the Med Diversified Entities, as well as their respective official
committees af unsecured creditors and a competing, allegedly secured creditor, regarding a consensual resolution to
the parties' respective claims, On October 3, 2003, the United States Bankruprey Court for the Eastern District of New

- York appmnrcd James L. Garnity, Ir. as plan facilitator. The New York bankruptey conrt also entered an order.

unable to predlct the potentlal recavery to or liability of the Debtors ardsing in connection w1t11 their disputes with the
Med Diversified Enlities.

Pain Net

Pain Net, [nc, and its affiliates (collectively, "Pain Met") historically has acted as manager for medical
providers and owned and operated medical facilitics in Pennsylvanis, Massachusetts, Texas, Maryland, Nevada,
Arizona, Illinvis and California. Pain Net bas not filed for relief under any chapter of the Bankruptcy Code.

The Debtors provided financing to Pain Net through a number of different arrangements, including sale and
subservicing sgreements, promissory notes, guarantees, stock pledges and other morlgages and security
agreements. The Dehtars believe they are owed in exeess of $125,000,000 by Pain Net, althongh Pain Met has
disputed that amount. Pain Net filed non-liquidated proots af claim in the Bankruptcy Cases, asserting that Pain Net
may have certain claims againsi the Debtors under the applicable sale and subservicing agreements.

The Bankruptcy Court has entered an order authorizing the Debtors to conducl an examination of Pain Net
pursuant to Bankruptey Rule 2004. Prior te the formal commencement of the examination, Pain Net and the 1debtors
began settlement discussions. As of the date hereof, the Debtors are engaged in an informal information and
document exchange and continuing scttlement discussions with Pain Net. At this time, the Dehtors are unable to
predict the potenlial recovery to or liability of the Diebtors arising in connection with their disputes with Pain Net.

Medshares

Meridian Corporation a/k/a Medshares, Inc. and certain of its affiliates {collectively, "Medshares”) were
engaged in the home healtheare business in 21 statcs. On July 29, 1399 (the "Medshares Petition Date"), the.
Medshares entities filed voluntary petitions for relief under chapter 11 ofthe Bankruptcy Code in the United States
Bankruptcy Court for the Western District of Tennessee {the "Tennessee Bankruptcy Court”).

Prior to the Medshares Petition Date, the Debtors purchased acconnts receivablc from Medshares. After
the Medshares Petition Date, the Debtors agreed to provide postpetition financing to Medshares through the
purchasc of accounts receivable. On August 12, 1999, the Debtors and Medshares entered into a salc and
subservicing agreement {the "Postpetition SSA™), pursuant to which the Debtors purchased accounts receivable
from the Medshares on a postpetition basis. On December 2, 1999, the Tennessee Banknuptey Court issued an order
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granting the Debtors superpriority liens and administrative expense claims under the Postpetition SSA (the
"Mcdsharcs Claim"). As of December 31, 2002, the total postpetition claim held by the Debtors was $109,287 893 92,

In early 2003, after more than three years in chapter 11, Medshares undertook to sell substantially ail of its
assets. On March 10, 2003, Medshares entercd into 2 nonbinding letter of intent o sell all of its assets to Intrepid
USA, Inc. ("Intrepid”). In the same approximate time frame, in the interest of monetizing their recovery from the
Medshares cases as promptly as passible, the Debtors engaged in ncgotiations with potential purchusers of the
Moecdsharcs Claim. On March 5, 2003, the Debtors entered into an Assignment of Claim Agreement (the "Medshares
Claim Agreement") with Todd J. Garamella, the Chief Executive Officer of Intrepid (the "Purchaser™) for approximately
$6,750,000, subject to higher and better offers. No other bidders materialized for the Medshares Claim, and, the
proposed sale of the claim to the Purchaser was approved. Thereafter, the Purchaser raised certain issues regarding,
among other things, the enforceability of the Medshares Claim Agreement. On May 22, 2003, fotlowing further
negotiations among the parties, the Bankruptcy Court entered an order authorizing the Debtors to sell the Medshares
Claim to the Purchaser for an agreed compromise amount of $5,000,000.

NCFE Shareholder Related Providers

Certain of the Debtors' sharcholders, including the Founders, have substantial or conwalling interests,
directly or indirectly, in certain entities that are significantly indebted 1o the Debtors. Homeeare Concepts of
America, Inc., [lome Medical of America, Inc., Healthcare Capital, Inc. and Bx Medical, Inc., all of which are owned in
whele or in part by the Founders, collectively owe the Debtors appraximatcly $750,060,000. The Debtors are '
continuing to investigate the asscts and financial wherewithal of these entities and their aftiliates.
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Completed Provider Settlements und Bup-Outs

Since the commencement of the Bankruptey Cases, the Debtors have suceessfully negotiated and
documented settlements with a number of healtheare providers under which the providers agreed to "buy out” or pay
all or a portion of their outstanding obligations to the Dehtors. A number of these scttlements have been approved
by the Bankmiptcy Court purseant to Bankruptey Rule 9019 and have been consummated. The consummated
scttlements, which are sununarized below, have resulted in recoveries of mare than $30 million for the Debtors'
listates. In addition, an approximate additional $10 million was collected after the Petition 1Jate through the lockboxes
established for the settling providers and tetained by the Debtors. Morcover, the Debtors have been paid
approximately $5 million under leases und promissory notes, the proceeds of which had been assigned to Providenl,
pursuant to. the settlements. Those amounts are heing held in cash collaleral accounts at Provident.

Sct forth below is a swinmary of the provider settlements that have closed to date. Unless otherwise noted,
the terms of these settlements inciuded mutnal relzases, the Debtors’ retention of lockbox collections through a date
certain and the transfer of responsibility for lockbox fees and expenses after the date certain. .

-(Eariand Physi.cians' Hospital, Lut. $2,170,000
Mubile Medical Industries, Ine.; et al. $2,263,000
Rock Glen Healthcare, Inc. $308,000
Korman L.L.C. $108,000
Unitcd Therapy Nelworks, Inc. $9501,000
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SIS Acquisition, LLC, gt al. $5.800,000 ($1,500,000 to be paid to
Howrey Simon Amold & White, LLP in
connection with the California litigation
described below}

OrthoR.ehab, Inc. $4,725,000 (plus lease and note payments
directly to Provident cash collateral
account and a junior secured note)

SCCI Hospital Ventures, Inc. and SCCCI Hospitals of $4,600,000
America, Inc.

Emergystat, Inc., et al. $592,000 (1o mutual releases)

Innovative Services, Inc. $208,000

SafeCare Ambuiance Scrvices, Inc. $399.000

Living Hope Southwest Medical Services, LLC $100,000

Brea Commusity Hospital $11,500,000

Braintree Manor Mutsing L.L.C, et al. $2,350,000

LifgCare Solulions Fast, Inc, $1.1 million i cash, 2 5300.000 note
Interest in g svprkers' compensativn
. .
%M. .
dehtor

Provider Settiements or Buy-Ouls in Process

_ The Debtors are in the process of seeking Bankruptcy Courl approval, pursuant to Bankmptcy Rule 9014,
of, or consummating, additional provider settlements and buy-outs in the aggregate amonnt of apprommately
$7 million. A summary of these pending settlements is sct forth below:

National Nurses Services, Inc., Hunt Country $500,000 plus potes aggregating $2,100,000,

Home Health, Inc., and Huat Country Nursing
Services, Inc. DRecember 5, 2003)
Quantum Health, Inc. $4.380,0004,388,991 (phis a $3,000,000 note

that will be held in escrow.in thL

Ss.[ﬂmbankmptcy case) o
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Provider Collection Litigation

To the extent that negotiations with non-bankmupt providers do not produce scltlements, the Deblors may
file, and in s0me cases already have filed, adversary proceedings against such providers in the Bankruptey Court.
The Deblors also may pursue other appropriate methods to maximize recoveries for their Estates. The Dcbtors
already have sent demand letters to sevceral providers, including: (i) Sera Medical Clinic, Inc. (which owes

-approximalely $700,000); (ii) Triad Health Management of Georgia, LLC; (which owes approximatcly $765,000);
(iii) Chartwell-Southern New lingland, LLC {which owes more than $9 000 000}, a&é—(w) Sencx Fmancnl Corp and its

guarantorh (whlch ewesm more than $£2.,000.000); g thes A
t cho EAL $6,000,000). These ﬁgurez, for amounts owel:l are not esllmales oi the recoveries

that may be madc in lltlg'ltlon w1'rh these parties. Recoveries in pending litigalion or in proceedings to be filed are not
certain and may be subject lo pulential counterclaims and defenses.

The Debtors also are investigating their claims against, and pursuing litigation or negetiations with respect
1o, several other providers, including PhyAmerica-Gorrectional Healthearetne—and-ita-affiliatesHighland Hospital
Association, Hightand Behavioral Health Services, Inc., Aurora Home Care, Oak Park, Inc., certain affiliates of Special
Care, Inc., certain health mainienance organizations refated to BES and BES's principals and varipus provider cntitics
related to the Founders.

The summary of pending or polential claims set forth above is not a complete listing of pending or potential
provider litigation. The Debtors fully reserve their rights with respect to all such claims.

First Day Contempt Proceeding Against Providers

On the Pelition Date, the Debtms commcnccd an adversary proceeding in the Bankruptey Court captioncd

: . - : ot gf, v. Lincoln Hospital Medical Center, Inc., et al, Adv.
Proc. 03- 2526 agamsl all of thelr healthcare prowcler clients, except those that previously had filed their own
bankruptcy cases. Dy this adversary proceeding, the Debtors sought an injunetion pursuant to section 105 of the
Bankruptcy Code ta enforce the automatic stay imposed by section 362 of the Bankruptey Code and enjoin all
defendant providers from diverting the proceeds of accounts receivable purchascd by the Debtors. Aftera hearing,
the Bankruptcy Covrt issued the requested injunction. Nevertheless, certain medical providers continued to divert
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proceeds from the Debtors. As a result, the Debtots initiated contempt praceadings against thosc providers and
continne to seek additional remedics, including disgorgement of proceeds and sanctions.

True Sale Litigation

On November 21, 2002, DCHC filed a motion for relief from the automatic stay and from the Bankruptey
_Court's order on the Petition Date enjoining providers from diverting funds from the Debtors' purchased accounts
receivable. In responsc to DCHC's motion, the Bankruptey. Court established a consolidated process to litigatc, as to
_ all providers and parties who desired to participate, the determination of thc ownership of accounts receivable
_porportedly sold to the Debtors. At the request of the Bankruptcy Count, a variety of praviders and parties filed
notices of appearance and statements of issues related ta the purported sale (or, as some contended, the secured
financing) of accounts receivable. Thereafter, the Banksuptcy Court set a consolidated discovery schedule for the
determination of these issues {the "True Sale Litigation”). Under this scheduic, although all parties end providers
will participate in discovery an a consolidated basis, the Bankrupley Court will proceed to hearing and trial only as to
the facts applicable 1o DCHC, thereby creating a "test case" upon which to resolve the icgal issucs. Where the
operative facts pertaining to DCHC wonld he identical to the operative facts of other providers, the “test case”
resnlution wonld apply te those providers as well. Where the operative facts differ for other providers, however,
those providers would proceed to their own hearing and resolution subsequent to DCHC's hearing. In light of the
- progress of business negotiations between the Debtors and the various healthcarc providers, the parties agreed to
stay the True Sale Litigation ta permit thosc ncgotiations to continue. To that end, on October 1. 2003, the
Bankruplcy Court entered its Fourth Agreed Moditied Scheduling Order for the True Sale Litigation, which gave
effect to a 120-day standstiil extending the deadline for initial document praduvction until February 27, 2004, cxtending
the deadline for dispesitive motions until August 3, 2004, and postpening hearing and trial dates until after
determination of the dispesitive motions.

Provider Claims Asserted in NCFE Bankrupicy Cases

Many of the Debtors' provider ¢lients have filed proofs of claim asserting liabilitics against the Debtors on a
varicty of thzories, including breach of contract, fraud, conversion, misrepresentation, fraudulent inducement,
turnover of praperty, unjust enrichment, breach of fiduciary duty, fraudulent conveyance, lender liability, usury and
the cntitiement o certain reserve funds held by the Indenture Trustecs. In aggregate, more than 100 provider proots

. of claim were filed against the Dcbrors. The Deblors believe that substantially all of these proofs of claim have been

filed by entities that, even if their claims against the Debtors were allowed, would still owe net amounts to the

"Debiors. As a result, the Iebtors belicve that substantially all of these claims will be disallowed as invalid or subject
to vulid defenses.

NonproviderOther Lrgvider-Related Litigation
Awmedisys

On or abont December 19, 2002, Amedisys, Inc. and certain of its affiliatcs (collectively, "Amedisys")
commenced an adversary proceeding in the Bankruptcy Court captioned Amedisys. Inc., et al. v. JI' Morgan Chase
Manhattan Bank as Trusiee, ef ul., Adv. Proc. 02-2576 (the "Ohio Action"). By this adversary proceeding,
Amedisys is seeking to recover approximately $7.3 million that it claims it is owed as a result of selling certain of its
acconnts receivable to NPF VI, but failing to receive the full value of the purehase price for such receivables.
Amedisys seeks to impose a constructive trust on the procceds of Lhe alleged $7.3 million in accounts receivable that
it sold to NP V1 for which it did not receive payment. The Debtors assett that the failurc to pay any such amounts
was a prepelition breach of the sale and subservicing agreements with Amedisys and, accordingly, is a general
unsecured claim. The parties have filed dispositive motions, but the Court has not yet ruled on thosc motions.

On February 21, 2002, Amedisys dismissed JP Morgan Chase Manhattan Bank ("JP Morgan") as a
defendant in the Ohio Action and filed a new complaint against JP Morgan and other co-defendants in the Obio
Action in the 19t Judicial District Court, Parish of East Baton Rouge in the State of Louisiana. The case (the

- "Louisiana Action"} subsequently was removed to the United States District Court for the Middle District of
Louisiana. In the Louisiana Action, Amedisys seeks essentially the same relief against JP Morgan that it seeks from
the Debiors in the Ohio Action. In June 20G3, the Debtors filed a otion with the Rankruptey Court seeking to
enforce the antomatic stay against the continued prosecution of the Lonisiana Action ¢n the basis that Amedisys
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was sccking to tecover properly of the Estates through the Louisiana Action, On August 19, 2003, the Bankruptcy
Counrt issued an order staying the Louisiana Action {the "Stay QOrder”).

On Augost 29, 2003, Amedisys filed an appeal of the Stay Order in the Uniled Slales District Court for the
Southera District of Ohio, and on September 29, 2003, Amedisys filed a motion with the Bankruptey Court to stay the
Stay Order or to reconsider or vacate the order. The Deblors objected to this request. On October 23, 2003, the
parties reached an agreement under which the automatic stay was modified solely te permit Amedisys to amend the
complaint in the Louisiana Action to prevent the running of the statute of limitations on any claims against third
parties that were not included in the initial complaint in the Louisiana Acrion, Otherwise, the Louisiana Action
temains stayed.

Om Qctober 30, 2003, Amedisys filed its First Amended Complaint in the Louisiana Action. On
November 20, 2003, JP Morgan filed a motion in the Bankruptey Court seeking an order holding Amedisys in
contempt of the Stay Order and the October 23, 2003 arder, alleging that Amedisys had improperly amended the
complaint in the Louisiana Aclion to include additional and medified factual allegations relating to the claims and
causes of action against JP Morgan. After a hearing on 1Jecember 3, 2003, the Bankruptcy Court ruled that Amedisys
bad violated the Stay Order and the Qclober 23, 2003 order and directed Amedisys to further amend its complaint to
remove the additional and moditied tactual allegations relating to 1P Morgan.

Boston Repinnal Medicel Center

On or about February 7, 2003, the Dehtors commenced an adversary procceding against Boston Regional
Medical Center ("BRMC™) sccking a urnover of a portion of a $3,900,000 settlement that was paid by the Debrors
and has been held in escrow pending the approval of the settlement by the United States Bunkruptey Court for the
District of Massachusclls, before which BRMC's bankruptey is pending. The settlement was contingant upon
several conditions, some of which the Debtors contend were not met, including BRMC obtaining an injunction
pursuant to scetion 105 of the Bankiuptey Code barring all unasserred third party claims and the dismissal of all
existing third party claims against, among other parties, thc Debtors. The pariies have filzd dispositive motions, and
the litigation is proceeding. :

Natianal Medical Care, Inc.

National Mcdical Care, Inc. ("NMC") commenced a case captioned National Medical Care, Ine., et al. v.
Hame Medical of America, Inc., Homecare Concepts of America, Inc., NCFE, Knching, ine,, Thor Capitul Holdings,
LLC, Chartwell Care Givers of New York, Lance K. Poulsen and Craig W. Porter, Civ. Act 00-1225-T (Sup. Ct.
Mass., Middlesex County), as a resuit of a 1998 transaction under which Home Medical of America, Inc. ("HMA®)
acquired a division of NMC. The Debtors provided the financing for the acquisition. 1Ysputes arose aimast
immediately, and in its lawsuit filed in 2000, NMC asserted a claim for approximately $40 mitlion in damages against
the Debtors and HMA [or breach of contract with respect to the asset purchase agreement. Other claims apainst the
Debtors and HMA include failure to pay two promissory notcs, conversion and tortious interference. The plaintiffs
alsa are secking treble damages and attorneys' fees under a state law deceptive practices claim. The Debtors
agserted various counterclaims against NMC, claiming that NMC misrepresented erucial information regarding the
ability to collcct the accounts receivable sold to the Debtors to finance the acquisitian. Prior to the Petition Datc, the
Debtors interpled approximately $5.4 million in funds that represented the collections of receivables relating to
services that were specifically excluded from the asset purchase agreement. NMC also diverted approximatcly
$1.4 million of funds that the partias agreed rclated to services provided by HMA. Six summary judgment motions
were fully bricfed and argued pricr to the Debiors' bankruptey filing, and the matter had been set for trial in
February 2093. The Bankruptcy Court granted NMC's motion to lift the stay for the limited purpose of having the
Massachusctis court dcudc the six pendmg sunmary Judgmenl motions. On or about Septem ber 35,2003, the

have been unsuccessful

Certain secured claima have been asserted against any recoverics by the Debters from this litigation.
Peabody & Arnold LLP ("Pcabody & Armold") initially represented the Debtors as counsel of recard in this actian
and withdrew as counsel on Noveraber 15, 2002 because the Debtors had fuiled Lo pay cutstanding legal fees.
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Peabody & Amold has asserted an attomeys' lien under Mussachusetts law for the $419,147.24 in claimed unpaid
legal fees. Holland & Knight LLP ("Holland & Knight"), which was counsel of record for the Debtors in this liligation
from October 29, 2002 throngh November 15, 2002, is also asscrting an atlorneys' lien under Massachusetts law for
claimed unpaid legat fees of $22,569.20. Both Peabody & Amold and Holland & Knight have filed proofs of claim
asserting these alleged secured claims in the Bankruptey Cases.

Califarnia Litigation

The Debiors have an interest in the lawsuit captioned NPI Medical Group, et al. v, State Compensation
Insurance Fund, Case No. BC 116099 (Sup, Court of Calif., County of Los Angeles) (the "Califomia Litigation"). In
(he California Litigation, certain plaintiffs bronght a suit in Califomia state coust alleging that certain California
workers' compensation insurers conspired to force several medical groups and their medical management companies,
including NP1 Medical Group ("NP1"), out of busincss, as well as asserting various antitrust, RICO and other claims.
The potential recavery in the suit has been estimared to be in excess of $200 million.

None of the Debtors is a party to the California Litigation. The Debtors, however, have an interest in this
case as a result of the December 1999 plan of reorganization of a former healthcare providee client of the Debtors,
Allegiant Physicians Group, Inc. ("Allegiant™) and certain related parties. Allegiant and its wholly-owned subsidiary,
NP, filed for bankruptey protection in 1996. Prior to Allegiant's bankruptcy filing, the Debtors had provided
receivables funding for Allegiant and NP1. Pursuant to the Allegiant plan of reorganization, NPF Capital entered into
a Litigation Cantrol and Sccurity Agreement and Assignment of Litigation Proceeds Agrccment with Allegiant and
NPI (collectively, the "Litigation Agreement™). Pursuant to the Liligation Agreement, NPF Capital agreed to lend to
Allegiant an additional $500,000. As security for repayment of that sum, Allegiant and NPI granled NPF Capital a

-sceurity inlerest in any recovery by Allegiant and NPT in the Calilornia Litigation. The Litigation Agreement also
provided an allocation formula under which NPF Capital was entitled to a significant share of any proceeds of the
California Litigation remaining after the repayment of the $500,000 loan and reimbursement of litigation cxpenses.

In connection with ils plan of reorganization, in addition to the Litigation Agreement, Allegiant executed
promissory notes to the Debtors with principal amounts aggregating approximately $13.5 million (the "Allcgiant
Motes") for the repayment of {inaacing provided by the Debtars prior to Allcgiant's bankruptey case. Surgical
Information Systems, LLC fk/a §15 Acguisition, LLC ("$13") and LocumTenens.com fik/a L.acumTcenens Acquisition,
LLC ("LT*), partics rclated 1o Allegiant, also executed secured promissory notes (the "S13 and LT Notes") to secure
the repayment of financing pravided by the Deblors. SIS and LT also guaranteed the payment of the Allegiant
Notes, and Allegiant's principal, Richard L. Jackson, provided a personal guaranty of up to $300,000 to secure the
Allegiant Notes.

Of the original defendants in the California Litigation, only Republic Insuiance remeinsyemained in
_Octaber 2003, The proceeds of the scttfcments wilk the other defendants tataled approximately $5.5 million, all of
which have been used to pay litigation expenses. Early in these cascs, in light of claims for prepetition litigation
- expenses of $3 million, and going-forward litigation expenses estimated at $100,000 per week, the Debtors sought to
_find alternative sources to fund the Califomia Litigation. In May 2003, the Bankrupicy Court approved a settiement
with Mr. Jackson and the Allegiant entities pursuant to which the Allegiant entities agreed 1o fund the California
Litigation in exchange for a release of the Allegiant Notes and the 515 and LT Notes, as well as an assignment of 50%
of the litigation proceeds to which the Debtors would have been entitled under the Litigation Agreement. After
lengthy mediation on the eve of triak iu Qctober 2003, Republic Insurance has-agreed to pay the plaintiffs -
. $37,500,000. Under the preposed-seitlement, which approved by the Bankrup puyrt 3 symmated in
: the Deblars will-reesivereceived $11,250,000 from the scttlement proceeds in full settlement ot all of
the Debtors' rights under the Allegiant Notcs and the agreements among the parties. Moreaver, counscl lo the
plaintiffs sabkbawere paid in full and therefore release-npeleaseg claim of more than $3 million against certain Debtors.
::E:-...-..-. Courthasaprrevedihisge '.“':.-..:'_-_ Lo-a-hy hearing j i
; 2004 to determine the proper allocation of the $11,250,000 in settlement proceeds
: armong the Debtors' estatesEstates.

PYILECHL YY it

Litigation Against Third Parties Relating to the Collapse of the Dcbtors’ Businesses

The collapse of the Dehtors’ businesses has led to the filing of numerous lawsuits against third partics
seeking to hold such partics financially responsible for the massive losses suffered by the Debtors' investors. These
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lawsuits are described below. Defendants in these lawsuits include, among others, the founders and other directors
of the Dcbtors, the Indenture Trustees, the Deblors' prepelition sceounting and law {irms and the placement agents
and underwriters involved in the issuance of the NPF V1 Notes and the NPF XII Notes. The Eitigation-
FrostoUnencumbered Assets Trust also will be pursuing claims against many of these same defendants, and the
recoveries of the LitigatienFrustsUnencumbered Assets Trust may be affected by the results of these lawsuits

because of the limited resources of some of these defendants. None of these actions has yet proceeded to trial or
scitled, and the onleome of these lawsuits cannot be predicted with any accuracy.

Actians Comnmienced by or on Behalf of Noteholders

. City of Chandler, ef of, v. Bank One. N.A . ef al., No. 03-cv-1220 (D1, Ariz.). This action was filed on May 23,
- 2003 in Arizona state court by more than 190 plaintiffz holding NPF V1 Notcs and NPF XIT Motes. This
action was removed to the United States District Court for the District of Arizona on June 27, 2003, Gibbs &
Brong represents the plaintiffs in this action.

. State of Arizona, ef al. v, Credit Suisse First Boston Corp., et @/, No. 03-cv-161¥ (1. Ariz). This action was
" filed on July 21, 2003 in Arizona stale courl by the Siate of Arizona, nine other Arizona governmental
entities and 20 other plaintiffs holding MPT VI Notes and NPF XII Notes. "This action was removed to the
Untted States District Court for the District of Arizona on Angust 21, 2603. Gibbs & Bruns represents the
plaintiffs in this action.

. Crown Cork & Scal Company, Inc., ef ¢l. V. Czredit Suisse First Boston Corp., ef gl District Court Case
Number Still Pending (D. Ariz.). This action was filed on Cctober 9, 20403, by certain holders of NFF VI Notcs
and NI'F X1l Natcs. This action was removed to the United States District Cowrt for the District of Arizona
on October 27, 2003, Gibbs &Bruns represents the plaintiffs in this action and has requested consolidation

- of the three actions it has {iled in Arizona.

. " Metropolitan Life Insurance Co.. et ol v. Bank One, N.A , ef al., No. 03-cv-1883 {(D.N.1). This action was
filed on Aprit 28, 2003 in the United States District Court for the District of Mew Jersey by certain holders of
NPF X1I Notes. ; '

.. Lloyds I'SB Hank, PLC v. Bank One, N.A., et ¢}, No, 03-cv-2784 (D.N.1.). This action was filed on kine 9,
2003 in the United States District Court for the District of New Jersey by Lloyds, a holder of NPF X1I Nules,

. ING Bank N.V. v, J.P. Moryun Chase Bank, ¢f gf., No. 03-cv-7396 (S;D,N.Y.). This action was filed by ING in

the United States District Court for the Sauthern District of New York on Scptember 22, 2003. ING has
asserted clatms in excess of $400 million under a variable funding note issued by NPF VL

. Bank One N.A. v. Poulsen, et al., Wo. C2-03-394 (5.D. Ohiv). This action was filed in the United States

District Court for the Southern District of Obio on April 30, 2003 by Bank One, as Indenture [Tustec on
behalf of the NPF X1l Moteholders. The district court has granted Bank One's motion to stay this
procceding while a successor Indenture Trustee is chosen,

: h-tho-allezationsand-defendanisineach ane-lavws #HAIL of the aclions are based on
allegations thal the chtora |mp1cmcntud a an,herne to defraud the Debtors v estors . The lawsuits atlage that the
Debtors violated the NPF VI Indenture and the NPF X11 Indenture by failing to maintzin adcquate Restricted SPV.
Funds and by advancing funds to many of the Debtors' healtheare provider clients in excess of the amount of eligible
reeeivables generated by such providers, and that the Debtors falsified their financial statements to hidc these
activities from thair investors. The lawsuits also allege that the Debtors’ founders had equity interests in many of
these overfunded providers. In addition, the lawsuits state that certain of the defendants were activcly involved
with, or at a minimum failed to prcvent, these aclivities.

- Actions Commenced by Equity Holders of NCFE

. Parrett v. Bank Onc, NLA. e/, gl., No. 03-cv-541 (D, Ariz.). This action was filed in Arizona state coort on
February 11, 2003 by Rebecca Parrett, a founding shareholder of NCFE and a former officer and director of
the Debtors, seeking over $50 million in alleged losses based on a decline in the valuc of the common stock
of NCEL. In her complaint, Ms. Parrcit allcges that the Debtors were engaged in a vast frandulent scheme in
which funds were advanced to certain healthcare providers in excess of the amounts of accounts receivable
being generated and that inadequate fonds were maintained in the Restrictcd SPV Funds, . Ms, Parrett claims
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that cach defendant injured her by permitting the Debtors' activities to occur. This lawsuit was remaved to
the United States District Court [or the District of Arizona on March 30, 2003.

* Phares Capital Partners, L P. v. Deloitte & Touche, L.L.P., et @, No, C2-03-362 (S.D. Ohio). This action was
filed in Ohio state court on March 14, 2003 by Pharos Capital Parmers, L.P. ("I'haros"}, an investor in
$12 million ol preferred stock issued by NCFL. Pharos allcges that it was misled by private placement
materials, financial statements and other information on which it relied in making an investment in the
Debtors. The lawsuit was removed to the United States District Court for the Southern District of Ohio on

April 23, 2003.

§ubstalltiva motions to dismisy,

Potential Aveidance and Recovery Actions

Pursuant to section 547 of the Bankruptey Code, the Debtors may scek to recover as preferential tran sfers,
through adversary proceedings, certain transfers of the Debtors” property, including cash payments, made while the
Dcbtors were insolvent during the 90 days immediately before the Petition Date. In the case of a transfer to an
minsidet™ (as that term is defined in the Bankruptcy Code), the avoidance action may reach back onc ycar prior to the
Petition Date. To avoid such transfers, the Debtors must demonstrate, among other things, that the transfer was for
or on account of an antccedent debt and the transter allowed the transferce to receive more than the transferee would

receive in a chapter 7 liquidation.

The Bankruptcy Code's preference provisions broadly allow the Debtors to avoid transfers whether or not
thete was any impropriety, unless a statutory dcfense, such as a transter made in the ordinary course of business or a
contemporaneous exchange for value, applies. Preference avoidance aclions must be commenced within two years
after the Petition Date.

Under the Bankmiptcy Codc and various state laws, the Debrors also may recover or set aside as

*fraudulent” transfers certain transfers of property, including grants of security interests in the Debtors’ property,
made while the Debtors were insolvent or that rendered the Debtors insolvent, to the extent that: (i) the Debtors
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received less than reasonably equivalent value for such transfer: ar {ii) the Debtors madc the transfer with actuzl
intent to hinder, delay or defraud any cntity te which the Debtors were or became indebted.

The Plan provides for all potential preferences and fraudulent transfer actions to be investigaled and, to the
extent determined to be actionable und material, to be pursued by the Debtors or the applicable Tynsts. The Debtors
have commenced such an investigation, and with the assistance of their special litigation counsel, Gibbs & Bruns,
and restructuring advisors, factual infurmation is being gathered and reviewed.

In the event that the Debtors or the applicable Trusts prevail on certain of the petential uvoidance actions,
substantial funds may be recovered for their Estates. However, the Debtors cannot predict the outcome of these
avoidance actions, nor the amounts that may be realized from recoveries on judgments or settlements.

Governmental Investigations

As discussed above, on November 16, 2002, two days prior to the Petition Date, the FBI cxccuted a search
warrant at the Debtors' headquarters in Dublin, Ohio and removed, among other things, substantially all of the
Debtors' busincss records and decumentation. These documents were removed to a warchouse, where the Debtors
have been given limited access to copy certain documents necessary for the Debtors' business operations and-to
othcrwisc liquidate the Debtors' remaining assets. The United States Department of Juslice and the SEC have joined
in thig investigation. The Decbtors have cooperated fully with the investigation,

Guilty BleaPleas of Sherry L. Gibson_and Brian ), Stucke

~ On August 18, 2003, Sherry L. Gibson {"Gibson™), a former executive of the Dcbtors, entered a plea of guilty
in the United States District Court for the Southern Diistrict of Ohio to a charge of conspiracy to commit securities
frand. The criminal charge was brought based upon information recovered from the documcnts seized by the FBI
during {he raid of the Debtors' headquarters in November 2002. Gibson held various management and executive
positions with the Debtors-threugh-tha-yeass, including Executive Vice President for Compliance hetween 1999 and
November 2002. In this position, she was responsible for the issuance of monthly investor reposts to the Indenture
Trustees and to investment rating companics. In her plea, Gibson admittéd thar, beginning in 1995, she prepared or
directed Otht'.l'h to prepare uwestm reports containing false financial informationy-thersby-defrauding, Ms, Gibson,

investors in the NREAT Meotes-and-the- BRI H Notes. (Gibson has nol
yet been sentenced in connectmn with her guilty plea, but she faccs a potential prison term of five years and a
$250.000 fine. Also on August 18, 2003, the SEC filed a civil injunctive action against Ciibson in the United States
District Court for the Southern District of Ohio alleging that sheGibson participated in a scheme to defrand investors
 in the MRV ates-and-the NRE-XIINotes. Gibson has since entered into an agreement with the SEC by~
wh-&ehgm she-has agreed to fully conpcratc mth the SEC and has consented toa permanent mjunctlon

company and s—ubjeewﬂmc;ﬂng helmm to monetary ﬂms to bcdclermmed at a later date.
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CREDITOR NEGOTIATIONS AND PROPOSED SETVI'T.EMENTS EMBODIED IN THE PLAN
Settlements Grenerally

Pursuant to Bankruptcy Rule 9019, the Plan constitutes a good faith proposed compromise and settlement of
certain claims, demands, tights and causes of actions that may be asserted by or against the Debtors and their
respective Estates. In particular, the Plan sets forth a proposed compromise and settiement of all Claims asserted
against the Debtors and would implement the proposed settiement described below af the Intercompany Claims
between NPF VI and NPF XI1.

NPT VI and NPF XIT Settlement

On September 26, 2003, the Dehtors filed a motion, pursuant to Bankruptey Rule 9019, for approval of a
compromise and settlement of the Intercompany Claims between NPF VI and NPF XII (the "Original Intercompany
Settlement"). A description of the Claims between NPF VI and NPF XII and the efforts undertaken by the Debtors
and their creditor constituencies to resolve thosc Claims is set [orth below. As aresult of these efforts, the Debtors
and the other Plan Proponents reached agreement on certain modifications to the Original Intcrcompany Settlement
that resulted in an amended settlement (the "Amended Intercompany Settlement").

The Rexiricted SPV Accounis

NPF VI and NPF XII cuch were established as special purpose vehicles to issuc bonds to finance the
Deblors' healthcare accounts receivable financing programs. Under the terms of the NPF VI Indenturs, JP Morgan
maintained collection, purchase, equity reserve, offset reserve and credit reserve accounts (collectively, the "NPF VI
Restricted SPV Accounts™} in connection with NPF VI's health care accounts receivable financing program. Similarly, -
- under the terms of the NPF X1 Indenture, Bank One maintained collection, purchase, equity reserve, offset reserve
and credit reserve accounts {collectively, the "NPF X1I Resiricted SPV Accounts") in connection with NI'F X1i's
health care accounts reccivable financing program.

P Morgan and Bank One were granted first priority sccurity inlerests in, among other assets, the NP VI
Restricted SPV Accounts and thc NPF XII Restricted SPV Accounts, respectively, 1o secure the abligations under
the NPF VI Noles and the NPF XII Notes, respectively. Pursuant to the indentures and the related sales and
subservicing agreements with healthcarc providers, NPF VIiand NPF XII were required to maintain cash in the
respeetive equily reserve, offset reserve and credit reserve accounts {colicclively, the "Reserve Accounts") equal 1o
an aggregate of 17% of the outslanding value of the accounts receivable purchased from the providers (such
requirements being referred ta as the "Minimum Rescrve Requirements™).

Prepetition Transactions Involving the Restricted SPV Accounis

For a substantial period prior to the Petition Date, NPF VI and NPF XII had insufficient funds in the
aggregate in their respective Reserve Accounts to meet alithefr Minimum Reserve Requirements.. To avoid the
declaration of a Minimum Reserve Requirements default on the test date under the Indentures, NT'F VI and NPF XII,
oha mnnthly or more I'requent basxs lransferred funds bctween their TCSp{:Ltl\-'t: Reserve Accounts with-no-

ant ta transactions thal all

pames concedc WEIC unpcrmlSSIbIE under the respectwe mdcntureq

At the request of the Creditors' Committee and the Subcommittees, FT1, financial advisor to. the Creditors’
. Committee, conducted an analysis of the scope and amount of the cash transfers between the NPF V1 and NPF XII
. Reserve Accounts prior to the Petition Date. I'T's analysis indicatcd that, in lhe aggregate, there were more than
$8 billion of such transactions during the four years prior to the Petition Date, and a net of approximately $3 14 million
was tr:msferrcd ﬁ-om lhe NPF X1 Reserve Accoums to. the MPF V] Reserve Acmunls durmg that permd M

. &

TI's analvs;s alsa mdlcated that t‘ne last s1gmi' fcant group , of such
transftrs, in the aggregate amount of apprommatcly $122 million, was madc by NPF X1l to NPF VI on September 30,
2002, }n—h*gﬂa&ﬂ—aﬁﬁmmwfmﬂﬁfeﬂreﬂgn the Petition Date, approximately $124.6 million was
in the NPF VI Reserve Accounts and approximately $10 million was in the NPF XII Reserve Accounts. In addition, on
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the Petition Date, there was approximately $11 million in the NPF VI collection and purchase accounts and there was
approximalely $43 million in the NPT XII collection and purchase aceounts.

In addition to addressing the issues created by the intercompany transfers described above, the
Intcrcompany Settlement also addresses two extreerdinamygiopificant prepetition transactions with third parties. In
early November 2002, NPF V1 made a $43,132,760.07 principal payment to ING, the largest NPF VI Notcholder, from
available funds in the NPF VI Restricted SPV Accounts. In September 2002, NPF XII made $73 million in note
principal payments to CSFB from available funds in the NPF XII Restricted SPV Accounts.

As of August 1, 2003, the NPE V1 Restricted SPV Accounts held approximately $139.1 million, and the
NPF X1l Restrictad SPV Accounts held approximately $73.9 million. These amounts include funds collected since the
Petition Date on purchased accounts receivable and in provider buyout transactions. An additional $5 miltion
chtained from the sale of the Debtors' claims against Medshares, Inc. and its affiliates has been placed in escrow
pending a determination of the entitlement to such funds as between NPF VI and NPF Xl Inaddition, both NIL YL
; P have Feserved i pelive 1i 0 assert clai pus sums that bav Joi ¥i

[1£1 1Y hits 0 ite

Negatiations Regarding the Intercompany Claims Between NPF VI and NPF X1I

Because of the significant transfers of cash and other considcralion between them, both NPF V1 and
NPF XII have substantial potential claims against each other. [n light of the factual backdrop, the Deblors, the
Creditors' Committee and the Subcommitrees recognized soon after the commencement of these cases that resolution
of the intercompany claims between NPF VI and NPF XH was a threshold marter to develop a viable plan of
liquidation for the Debtors and to allocate one of the most significant assets in these estates — the more than
$200 million in Restricted SPV Funds. Accordingly, the Debtors and their credilor constituencies engaged in
cxlensive discussions, over the course of scveral months, to attempt to resolve the Intercompany Claims between
NPF V1 and NPF XIL

These discussions were accelerated as a result of the motion by the Moving XJ1 Noteholders sccking to
terminate the Dicbtors' Exclusive Periods of to convert the Bankruptey Cascs to cuses under chapter 7 of the
Bankruptcy Code. See "Operations During the Bankruptey Cases - Commencement of Liquidation Cascs and
Related Case Administration Activities — Extensions of the Exclusive Periods to File a Plan and Solicit Acceptances
Thereol," Pursuant to the Exclusivity Stipulation entered into with the Moving X11 Noteholders, the Debtors agreed
that, unless they filed a plan of liquidation on or pricr to September 15, 2003, exclusivity would be terminated. Given
this limetable, the Debtors, the Creditors' Committee and the Subcommittees engaged in a series of discussions
regarding the NPF V1 and NPF XII Intercompany Claims and other plan issucs in August and early September 2003.

These discussions focused on the allocation of the Restricted SPV Funds and the other asscts of NPF V]
and NP XI1 hetween the holders of NPE VI Notes and MPF X11 Notes. The primary issues discussed included the
following: '

- Amount and Nature of Intercompany Claims - Based on the FTT analysis, the NPF XII Subcommittee
asserted that the NPF X1 Estate holds a net Intercompany Claim against NPI V[ of morc than $300 million.
The NPF XI1 Subcommittee also asserted that, since the vast majorily if not all of the prepetition
intercompany. transfers were not made in exchange for reasonably equivalent valuc, NPF XII's Estate bolds a
net fraudulent transfer Claim against NPF VI of more than $300 million. The NPF VI Subcommittee disputed
both of these assertions_ang 5S¢ : ‘T ha efarence clajms arg in £Xces

$100 million based o

. Remedies to Recover on Intcreompany Claims, The Diebtors have considered several possible remtedies
that, absent settlement, might be employed by NI'F XIT's Estate to.recover on its asserted Intercompany
Claims against NPF VI, above and beyond the recovery to which NPF X1 would be entitled as the holder of
an unsecured lntercompany Claim. These potential remedies include: impression of a constructive trust on
a portion or atl of the funds held in the NPF VI Reserve Accounts; the assertion of frandulent transfer
Claims against NPF VI and, possibly, certain holders of NPF VI Notes; challenges to and subordination of
the security intcrest held by JP Morgan; and equitable subordination of JP Morgan's claims against NPI* VI
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to the Intercompany Claim of NPIF X11. The NPF X1I Subcommittce asscrted that one ormoerte of these
remedies could be invoked to recover most of the funds in the NPF VI Reserve Accounts, as well as the
Navember 2002 payment made to ING. The NPFF V] Subcommittee vigorously disputed these asseried claims
and remedies. The NTF VI Subcommiltee based its assertion on, among other things, the disfavor of
constructive trusts in bankruptey under Sixth Circuir caselaw. In addition, the NPF V1 Subcommittce
asserted that NPF X1I would have at most an unsecurcd Claim fur any prepetition fraudulent transfers, and
that NPF XII and the NPF XII Subcommittee (and all other parties) have waived their rights to challenge or
subordinate JP Mortgan's security interests under the cash collateral orders approved in these cases.

. Substantive Consolidativn. In connection with their motion to terminate the Iehtors’ Exclusive Periods, the
Moving X1I Noteholders praposed 2 plan of liquidation under which the Debtors' estates would be
substantively consolidated and the vast majority of the proceeds of available assets of the Debtors
(inciuding the Restricted SPV Funds) would be distribuled pro rata, based on outstanding principal
amounts, (o Lhe holders of NPF VI Motes and NPF X1 Notes. This plan was proposed on the apparent
premise that, in light of the Debtors' prepetition disregard of multiple provisions of the indentures, including
the limilations against intercompany transactions, the most equitable outcome of these cases wounld be a pro
rata distribution of the available assets. The NPF VI Subcommittee and the NPF XII Subcammittee have
usserted that substantive consolidation of NPF VI and NI'F XII is inapprupriate given the facts of these
cases (including the fact that NPF V1 and NPF XIT were held out publicly to creditors as separaic cntities), -
and, in light of the Indenrure Trustees’ security intercsts, substantive consolidation would not necessarity
result in a pro rata distribution of assets in any event.

. Distribulion of Other Available Assets of NPF V1 and NUF XIT. The Deblors considered possible
allocations among the holders of NPF VI Notes and NPF XII Notes of the proceeds of other available asscts
of NPF VI and NPF X1, including, among other things, claims against providers and litigation claims against
other third parties. In their ncgotialions, the parties discussed the difficulties, delay and expensc that would
be associatad with a case-by-case determination of the entitlement of NPF VI Notehelders, NPF X1
Noteholders or hoth to these proceeds. '

- ING Prncipal Payment. ING indicated that it was willing, in thc cvent thal 4 satisfactory compromise could
be reached on other plan issucs, to retum the $43.1 million received from NPF Vi in November 2002, likely as
a preferential transfer, to NPF VI's estate in connection with the consummation of a plan of liquidation. The
" NPF X1 Subcommittce has asserled that NPF XII's estate may have a cause of action to recover (his amount
from ING as a subsequent transferee of a frandulent transfer from NPF X1I to NPF VI

.- CSI Principal Payment. The Debtors considersd whether the hotders of NPF XII Notes alone, or the
holders of both NPF VI Notes and NPF XII Noles, should receive the proceeds of the avoidance action that
is likely to be brought against CSFB in respect of the $75 million in principal payments received by CSFB
from NPF XII in September 20032

Given FTT's conclusion that net prepetition transfers of mote than $300 million were made from the NPF XI1
Reserve Accounts to the NPF VI Reserve Accounts, the Debtors’ consideration of a possible settlement structure in
their discussions with the Subcommittees centered on: (a) the transter of an appropriatc amount of the NPF V1
Restricted SPV Funds (after receipt of the ING repayment) to an account [or distribution to NPF XII Noteholders, to
take into account the value of NPF XII's disputed Intercompany Claims against NPF VI; and (b) a pro rata distribution
‘of the proceeds of the other available assets of NPF VJ and NPF XII. During the Debtors’ discussions of these issues
with the Subcommittees, 13avid Colcs, in his capacity as President and Chief Executive Officer of NPF VI and NPF XII,
" considercd the proposals exchanged by the Subcommittees on what they thought reasonable settlements of the
Intercompany Claims would be.

Ultimately, the Subcommittees succeeded in narrowing the differences between what they thought would be
a reasonable settlement, such that a relatively small economic gap remained between the final rccommendations of
the Lwo Subcommittees. In carly September 2003, Mr. Coles, in his capacity as the President and Chief Executive
Officer of NPF V1 and NPF XIL, decided on a settlement of the Intercompany Claims between NPE V1 and NPF X1 and
rcached a related agreement with TNG on the claims the Debtors may have with respect to the $43.1 million payment
ING received in early November 2002 based on the settlement of the claims between NPE. VI and NPE XII. The
Debtors filed the original Flan on Scptember 15, 2003, in accordance with the timetable establishcd in the Exclusivity
Stipulation, which reficets the Original Intercompany Settlement, and filed a motion secking approval of the Original
Intercompany Settlement with the Bankruptcy Court on Scptember 26, 2003, On November 3, 2003, the Debtors filed 2
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supplement to the motion with a copy of the settlement agreement between NPF VI and NPF X1I memorializing the
Original Intercompany Settlcmcnt.

Retention of Special Litigation Counsel hy the NPF XII Subcommittee und Discovery

After Mr. Coles proposal of the Original Intercompany Settlement, the NPI* X[1 Subcommittec indicated to
the Dcbtors that it did not support the settlement. The [ebtors' motion to approve the Original Intercompany
Settlement pursuant to Bankruptcy Rule 9019 (ihe "Settlement Motion"} originally was scheduled for hearing on
Qctober 22, 2003. The NPF X1l Subconunittee requested, and the Debtors agreed, to delay the hearing on the
Settlement Motion to allow the NPF XTI Subcommittee additional time to investigate and conduct limited discovery
regarding the Original Intcrcompany Settlement. In addition, on October 1, 2003, the NPF X11 Subcommittee filed an
application to retain the Los Angeles firm of Klee, Tuchin, Bogdano[l & Stern LLP {"Klee Tuchin”} as special
litigation counsel to conduct discovery regarding the Intercompany Claims between NIF VI and NPF XIL. The
Debtors und the NPF VI Subcommitrtee both filed objections to the NPF XII Subcommittee's retention of Klee Tuchin.
The parties reached an agrecment to allow the NPF XII Subcommittee to retain Klee Tuchin for the limiled purpose of
conducting discovery with respect to the Intercompany Scttlement und, in the event the Debtors agree in writing ar
an ordet of the Bankruptcy Courl grants standing on behalf of the NPF X1l Subcommittee, to pursue any litigation
arising out of the Setttement Motion. Following the approval of its retention, Klee Tuchin and counsel to thc NPF VI
Subcommittce, lhe Debtors and Bank One engaged in discovery concerning the Original Intercompany Settlemcnt A
hearing on appraval of the Settlement Motion was scheduled for December 1, 2003

Further Negotiations Among the Subcommittees

While diseovery was proceeding on the Settlement Motion, discussions among the Debtors, the
Subcommittees and certain other parties in intereat, including MetLife and Lioyds, continued with respect to the
revisions that would be nccessary 1o make the Original Intercompany Settlement acceptable lo the NPF X1i
Suhcommittee. After extensive negotiations, the parties werc able W reach agreement on the terms of the Amended
Intercompany Settlement. The [Jebtors agreed to withdraw the Settlement Motion and to file amended versions of
the Plan and ghg Disclosure Statement that incorporated these terms.

Description of the Amended Intercompany Setilement

The Amended Intercompany Settlement includes the following terms:

- ING PPavment. On the Effectwe Date, ING will transfer $43,132,760.07 to the NPF VI Restricted SPV
Accounts.
. NIF VI Cash Transfer. On the Effective Date, NPF VI will transfer $72,300,000 (the "NPF Vi Cash

Transfer") from the NU'F VI Restricted SPV Accounts to an account for the henefit-of holders of
NPF XII Notes {the "Cash Transfer Account™). Prior to the Eflective Date, NPF XII will notify
NPF VI of the information necded to identify such account and to make such NPF Vi Cash
Transfer. The Cash Transfer Account and all amounts thercin shall be subject to the liens and
security interests of the then designated indenture trustee under the NPF X1 Indenture, or any
suceessor thercto.

. NPF VI Additional Cash Transfer. On the Hffective Date, NPF VI will transfer to the Cash Transfer
Account $6,500,000 (the "Additional Cash Transfer") of funds that would otherwisc be distributed
-to holders of NPE ¥1 Noteholder Claims on the Effective Date pursuant to the Plan and the
Settlement Agreement. The source of the Additional Cash Transfer shall be designated by the
NPF VI Subcommittee prior to the hearing on confirmation of the Plan, To the extent that the
Additional Cash Transfer comes from a source that would be shared by the holders of NPF V1
Notcs and NPF XII Notes under the terms of the Plan and the Settlement Agreement, no amounts
that otherwise would be allocable to the holders of NPF XII Notes or other creditors shall be
counted toward the $6,500,000 Additional Cash Transfer required under the Amended
Intercompany Settlement.
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- Distribution to Helders of NPF VI Notes. On the Effective Date, the holders of NPF VI Notes will
receive a Pro Rata distribution (the "Initial NPF VI Distribution™) of an amount equal to the sum of:
(i) the amount of the funds in the NPF VI Restricted SPV Accounts as of September 15, 2003, and
interest and income accrued thereon through the Effeciive Date {collectively, the "September 15
NPF VI Funds"); plus (i) the amount of the ING Payment; plus {iii} the amount of the procceds of
the Medshares Escrow Account; minus {iv} the amount of the NPF VI Cash Transfer; minus (v) the
amount of the Additional Cash Teansfer (to the extent that the source of such transfer is the
September 15 NPF VI Funds, the ING Payment or the Medshates Escrow Amount); mmus (w) the
NPF VI Peruenlage of the he%dhaekshnldhaﬁk. for ﬁmdmg the 4

minus {vii) the portion of the September 15 NPF VI
Funds that has been withdrawn after September 15, 2003 but prior to the Effective Date from the
NPF VI Restricted SPV Funds under the terms of the cash collateral orders entered fram time to time

by (he Bankruptey Court (the "Cash Collateral Orders”); minus (viii} the amount, if any, of the
Cash Callateral Adjusiment; minuys {ix}) the amount of the Broceeds used to fund the Amedisvs

Escrow.

. . Digtribution to Holders of NPE X11 Notes. On the Effective Date, the holders of NPF X11 Notes will
receive a Pro Rata distribution (the "Initial NPF X1i Distributions™ and, together with the Initial
NPF VI Distribution, the "Initial Distribution™} of snn amount equal 1o the sum of: (1) the amount of
funds in the NPF XII Restricted SEV Accounts as.of Seprember 15, 2003, and inierest and income
accrued thereon throngh the Hffective Date {eollectively, the "September 15 NPF X1l 1'unds"}; plus
(i) the NPF VI Cash Transfer; plus (iii) the Additional Cash "Iransfer; plus (iv) the amount. if any, of

the Cash Collateral Adjustment; minys (#+y) the NPF XII Percentage of the hekdbasks holdhack for

funding the Higation-trasts-and liquidation trusts-provided-for-inthe Rlaa VI/XII Collateral Trust
mmus(v_y_]_) ion-ad-h plasn PR : hat bas-beensvithdrawr-aftor

SPV I lmds MM%%MM

- Cash Collateral Usage After September 15, 2003. Any cash collateral amount withdrawn from an
NPF VI Restricted SPV Acc uunlef—aﬂ—NP-F—}EH—Pcesm&Eed-SP-\—AeEﬂHﬁHﬁcr Scptember 15, 2003

bhall be deemed to constitute Septem ber 15 NI'F V1 Fundber-september—liMF-%H—Fu&dﬁ-(-m-e&eh-
...... B apte 5" heoase-may-pe—until all of the

Scptt.mber 15 NBF_’LFunds in the accmmi have bccn w1thdraw il The amounts of the Initial
Distributions shall be adjustcd by the amount of the Cash Collateral Adjusfigets to take into
account the withdrawal prior to the Tiffective Date of any funds from the NPF VI Restricted STV
Accounts exthe NREXH-Restricted SPV Accountethal are not September 15 NPF V] Funds,
consislent with the requirements of the Intercompany Selllement Agreement,
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Transfers Free of Liens of NPF VI Indenture Trustee. BothThe Plan must provide that both the

NPF VI Cash Transfer and the Additional Cash Transter shall be free and clear of all licns, claims,
encumbrances and interests, except as may arisc under the terms of the Intercompany Settlement
Agreement, including without limitation free and clear of the liens and security interests of JP
Morgan or any successor indenture trustee under the NPF VI Indenture.

NPF XII Retention of Claims Apainst CSFB. NPF XII will retain and be entited to prosecute, for the
solc benefit of the NPF XII Noteholders any and all claims, as defined in sectiva 1G1 of the
Bankruptcy Code, arising under chapter § of the Bankruptey Code and other applicable law to
aveid and recover the $75 million in principal payments and rclatcd payments of fees and interest
made by or on account of NPF XII in September and October of 2002 to CSFB. Such claims, if not
liquidated and received prior to Effective Date, shall be transfemed to a litigation trust established
for the sole henefit of NPF XII Noteholder Claims for prosecution, recovery and distribution in
accordance with the terms of the Plan and such litigation trust.

Distribution of Qther Pre-Effective Date Recoveries.  After the transfers described above and
except for NPF X1I's retention of Claims against CSFB, any and all cash proceeds of the property
‘intcrests and other rights of NPF VI and MPE X 11 liquidated and received after September 15, 2003
but before the Effective Date shall be distributed to the holders of NPI VI Notes and MPF XII
Notes collectively on a Pro Rata basis.

NPF V1 and NPE X1l Releases. MPF VI and NPF XII will mutually release any and atl claims against
one another, including ctaims relating to any intercompany transfers belween NPF VI and NPF XII;
provided, however, that the releases will not apply (e claims: (a) against NPF VI's or NPF XII's
present or former sharcholders, creditors, directors, otficers, emplavecs, agents, representatives,
legal advisors, consultants, professionals or affiliatcs or any other person or entity ather than
NPF V1 or NPF XITI; or {b} arising under the Intercompany Settlement. In addition, NPF VI and
NPF XII will release the directors and officers of NPF VI and NPF X1 identified on Annex H to the
Intercompany Scttlement Agreement serving in such capacities as of the date of the Amended
Intercompany Settlement from any and all claims arising from the Amended Intercompany
Setrlement and the transactions contemplated thereby. The mutual releases by NPF VIand

NPF XII will extend to any and all claims held by NPF VI against NPV Xil, and vice versa,

ING Releases. In exchange for the ING "ayment, NPF VI and NPF X1 will release ING from any and
afl claims relating to the $43,132,760.07 principal payment received by ING from WPF V1in
November 2002,

ConditienConditions Preccdent to Seitlement. The Amended Intercompany Scitlement between
NPF VI and NPF XI1 is subject to the eenditiongonditions precedent that ;_(a) the Bankruptcy
Court shall have entered ene-srmere-ordersan order {in form and substance reasonably
satisfactory to NPF V1 and NPF XII) confirming the Plan and approving the Amended
Intercompany Settlement and that such order or orders shall become final and nonappealablczand
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THE TRUSTS CREATED PURSUANT TO THE PLAN
Creation of the Hespective Trusis
Formation of the CSFB Claims Trust

As of the Effective Date, WPF XI1 shall cxceute the CSFB Claims Trust Agrecement, which shall designate
and identify the CSFB Claims Trustee. The CSFB Claims Trustee shall be authorized to rake all other steps necessary
to complete the formation of the CSFB Claims Trust. The CSFB Cluims Trust shall have all dulies, powers, standing
and authority necessary to implement the Plan and to administer and liquidate the Assets of the CSIR Claims Trust
for the benefit of the helders of bencficial interests in the CSFB Claims Trust.

Upon the Effective Date, and in accordance with the Restructuring Transactions, NPF XII shall assign and.
transfar to the CSFB Claims Trust all of its rights, title and interest in and to the CSFB Claims and lhe CSFB Claims
Trust Restricted SPV Funds Holdback, for the benefit of holders of beneficial interests in the CSFB Claims Trust.
Such transfers of Assets to thc CSFB Claims Trust shall be free and clear of any liens, claims or encumbrances; and
no other entity shall otherwise have any interest, legal, beneficial or otherwise, in any Assats upon their assignment
and transfer to the CSFB Claims Trust; provided, however, that all such Assets will be transferred to the CSFB Claims
Trust subject to the following liabilities and obligations, and the CSFB Claims Trust shall he responsible for '
satisfying all such liabilities and fulfilling all such obligations: (i) any pre- or post-Effective Date expensces incurred
for the benefit or in connection with the operation of the CSEB Claims Trust and (i) any other obligations of the
CSFB Claims Trust cxpressly set forth in the Plun,

Formation of the VI/XII Coliateral Trust

As of the Effective Date, NPF VI and NPF XII shail execute the VI/XII Collateral Trust Agreement, which -
shall designate and identify the VI/X1I Collateral Trustee. The VI/XI1 Collateral Trustee shall be authorized ta take all
ather steps nceessary to complete the formation of the VI/XII Collateral Trust. The VI/XII Collateral Trust shall have
all duties, powers, standing and authority necessary to implement the Plan and to administer and liquidate the Assets
af the VI/XTI Collateral Trust for the bencfit of the holders of bencficial interests in the V1/X11 Cellateral Trust.

Upon the Effective Date, and in accordance with the Restructuring Transactions, the Debtors shall assign
and transfer to the VI/XTI Collateral Trust all of their rights; title and 1|1terest in and to any n]ldj].l.ASSetS of NPF VI
and NPF XII encumbered by the liens of the Indenture Trustees inclu f X alses
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' in ; ] . Such transfers of Assets to the
VL"XII Collate:ral Trust shall he frce and clear of any hens claims or cncumbrant.t.a and no other entity shall
atherwisc have any interest, legal, beneficial or otherwise, in any Agsets upon their assignraent and transfer to the
VIXII Collateral Trust; provided, however, that all such Asscts will be transferred to the VI/XIL Collateral Trust
subject to the following liabilities and obligations, and rthe VI/XII Collateral Trust shall be responsible for satisfying
all such liabilities and fulfilling all such ohhgatmm (1} any Allow u.l Admmlstrauw Clanns M or
Priority Lag Claims that g :

Mhave not been pald (n) A

SORE aton e Plaran pding-up a-be : pg-(iid-any pre- ar post-E‘.ffc.(.twL Dal.t: £Xpenses
mcurred for the hcnef[ ar in conncetion w1th thc upcrahon of the VI/XII Collateral Trust; and (ixiii) any other
obligations of the VI/XII Collateral Trust expressly set forth in the Plan.

Formation of the Unencumbered Assets Truxt

As uf the Effective Date, the Debtors shall execute the Unencumbered Asscts Trust Agreement, which shall
designate and identify the Unencumbered Assets Trustee. The Unencumbered Assets Trustee shall be authorized ta
take all other steps necessary to complete the formation of the Unencumbered Assels Trust. The Unencumbered
Assets Trust shall have all duties, powers, standing and authority necessary to implement the Plan and to administer
and liquidate the Assets of the Unencumberad Assets Trust for the benefil of the holders of beneficial interests in
the Unencumbered Assels Trust.

Upon the Effective ate, and in accordance with the Restructuring Transactions, the Debtors shall assign -
and transfer to the Unencumbered Assets Trust all of their rights, title and interest in and to all of their remaining
Assets other than: (i) any Cash and other Asscls otherwise designated for use or distribution under the Plan; (ii} the
Asscts to be transft:rrt:d to tlle CSFB Clalms Trust pursuant 0 Scctlon V. B 4 nf the Plan; (iii Hhe-Assetsto-be-

; the Assets to be transferred to the
Vlf)ﬂl Lol[atera Imst purqua.nt lo Sculxon Iv. D£4 oflhe Plan and {v_) jv) any Assets that have been sold ar
ptherwise disposed of prior to the Effective Date; provided, however, that nolwithstanding any other provision of
this Plan, the Assets to be assigned and transferred to the Unencumbered Assets Trust shall include the Debtors'
claims und causes of action relating to the litigation captioned Netional Medical Care, Inc.. el al. v. Home Medical
- of Ameriea, inc., Homecare Concepis of America, Inc, NCFE, Kachina, Inc., Thor Capital Holdings, LLC,
Chartwell Care Givers of New York. Lance K. Pouisen and Craig W. Porter, Civ. Act. 00-1225-J (Sup. Ct. Mass.,
Middlesex County); provided further, however, that any such Assets that are the subject of 2 motion, notice or
executed agreement for sale or other disposition pending as of the Effective Date will remain subject to such motion,
notice or cxecuted agreement and will be treated in accordance with such motion, notice or execuled agreement
unless and until the Bankruptcy Court disapproves of such pending disposition, at which time such Assets will be
transferred to the Unencumbered Assets Trust. Such transfers of Asscts to the Unencumnbered Assets Trust shall
be free and clear of any liens, claims o1 Cne umbram.es olher than liens and secunty interests on and in such Asscts
“securing Allowed Secured Claims _or Dis : Fil LCOImIE aims . and no other
_ entity shall otherwise have any intcrest, legal b::nefic;al or othemlse in any. Assets upon their assignment and
" transfer to the Unencumbered Assets Trust; provided, however, that all such Asscls will be transferred to the
Unencumbered Assets 'I'rust subject to the following lisbilities and obligations, and the Unencumbered Assets Trust
shall be rcqpnnmblc for sausfymg all such l|ab1ht1es and fulﬁlhng ail such obItgatmns (1) M

: ; ctate i~ i .
Allowed Secured Clatms that havc not been pald to the extent such Clalms are. secured by.
liens and security interests on and in the Assets wansferred to the Unencumbered Assets Trust; (#y) any pre- or
post-Effcctive Dale expenses incurred for the benefit or in connection with the operation of the Unencumbered
Assets Trust; and (iiy) any other obligations of the Unencumbered Assets Trust expressly set forth in the Plan.

The Trust Agreements

The respective Trust Agreements generally will provide for, among other things: (i) the payment of
reasonable compensation to the respective Trustees; (ii) the payment of other expenses of the respective Trusts,
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inclnding the cost of pursuing the claims assigned to the Trusts; (iii) the retention of coumsel, accauntants, financial
advisors or other professionals and their compensation; (iv) the valuation of the Assets transferred to the respective
Trusts on the Effective Date; (v} the investment of cash biy the Trustees within certain limitations; {vi) the
preparation of tax returns and other reports f(or the Trusts; (vii) the orderly liguidation of the respective Trust's
assets; and (viii) the prosecution of the Causes of Action assigned 1o the Trusts, which may include the Htigation,
settlemcnt, abandonment or dismissal of any claims, rights or causes of action assigned to the Trusts.

Tax Treatment of the Trusts

Y. LU ilrh
w the I‘rust A grccmcntswﬂl—mq-mwwmcﬂspm Trusteestimit-thais’ actnltles
1o {-hesem‘,_mj]gs reasonably neuessar}f to the hquldauon of Debter—&sse%&amti and the distribution of liquidation
proceeds:, L2 3 st distribute to the holders ol beneficial interests at
least annually all cash in excess of a reasonable amount necded to cover the assumed Bebtorliabilitics and
liquidating expenses; hold all retained cash in interest-bearing bank accounts, certificates of deposit, government
sceurities or other investments approved by the Bankruptey Court; and terminate the-respeetiveTFrastsno later than
five vears from their formation, sllbjcct to one or more finite extensions approved by the Bankruptey Courl. The

Trust Agrct.m(.nls a-lse—wﬂ-]ilmﬂ lEC[llllB that ﬂmm%ﬁdemﬂmﬁemm%m tax

mumd_hahﬂm._See "Certam Federal Inoome Tax Consequenccs ot (‘on summahcm of the I']an ———«Tax
Treatment of the Trusts.”

Distribution of the Assets of the Trusts

All distributions from the Trusts to the holders ofinterests in the respective Trusts shall be made in
accordance with such claimants' respective Pro Rata shares of the beneficial interests held therein at such times and
in such amounts as shalt he determined by the Trusices pursuanl to the respective Trust Agreements. The Trustees
shall cause the respective Trusts to retain sufficient funds as reasonably necessary for the Trusts to: {a) mect
contingent liabilitics and maintain the value of the Assets duriag liquidation; (b) pay reasonable expenses of
administering the Trusts. that have been incurred (including, but not limited to, any taxes imposcd on the respective
Tusts or fees and expenses in conncetion with the administration and lquidation of the Assets of the trusts); and
(¢} satisfy other liabilities incurred by the respective Trusts in accordance with the Plan.

. The Trustees shall, in an expeditious but orderly manner and subject te the other provisions of the Plan,

" liguidate and convert to Cash the Assets of the respective Trusts, make timely distributions and not unduly prolong
the existence of the Trusts. I so doing, the Trustees shall cxercise reasonatble business judgment and liquidate the
Assets of the respective Trusts to maximize recoveries. Such liquidations may be accomplished either through the
sale of the Assets (in whole or in combination, and including the sale of uny Claims, rights or Causes of Action), or
through the prosecution, compromise and settlement, abandonment or. dismissal of any or all Claims, rights or Canscs
of Action or otherwise. The T'mistees may incur any reasonable and necessary expenses in connection with the
liquidation and conversion of the Assets of the respective Trusts into Cash.

Termination of the 'F'rosis

Each Trust shall terminate theirexistence-atter
g@l:the liquidation, administration and distribution of w Assets in accordance with the Plan and the full -

performance of all other dut1es ancl ﬁmctlons set forth in the Plan and the respectwe Trust Ag?eemeﬂtségg@gg_n&
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RISK FACTORS

Prior to voting on the I'lan, cach holder of Claims entitled to vote should carefully consider the risk factors
described below, as well as all of the information contained in this Disclosure Statement, including the exhibits
hereto.

Risk Factors Regarding Bankruptcy Cases
Treatment of Claims

A number of Disputed Claims are expected to be material, and the total amaunt of all Claims, including
Disputed Claims, may be materially in excess of the total amount of Allowed Claims assumed in the development of
the Plan. The actual ultimatc aggregate umount of Allowed Claims in any Class may differ significantly from the
estimatcs set forth in the table under the caption "Overview of the Plan — Summary of Classes and Treatment of
Claims and Interests.” In addition, the amount of any Disputed Claim that ultimately is allowed by the Bankruptcy
Court may be significantly less than the amount of the Disputed Claim asserted by the holder thereof.

Risk of Non-Confirmation of Plan

Even if all impaired classes accept or could be deemed to have accepted the Plan, the Plan may not be
canfirmed by the Bankruptcy Court. Section 1129 of the Bankruptey Code sets forth the requirements for
confirmation and requires, among other things: (a} that the Confirmation of the Plan not be followed by a need for
- further liquidalion or reorganization; (b} that the vatuc of Distributions to dissenting holders not be less that the
value of Distributions to such holders if the Debtors were liquidated under chapter 7 of the Bankrupicy Code; and
{c) that the Plan and the Plan Proponents otherwise comply with the applicable provisions of the Bankruptcy Cnde.
Although the Debtors believe that the Plan will meet all applicable tests, there'can be no assurance that the
Bankruptcy Court will reach the same conclusion.

Nonconsensual Confivrmation

Pursuant to the "cramdown™ provisions of section 1129 of the Bankruptcy Code, the Bankruptcy Court can
confirm the Plan at the Debtors’ request i at lcast onc impaired Class has accepted the Plan (with such acccptance
being determined without including the acceptance of any "insider" in such Class} and, as to each impaired class
which has not accepted the Plan, the Bankruptey Court determines that the Plan "does not discriminatc unfairly" and
is "fair and cquitable” with respect to impaired Classes. In accordance wilh section 1129(a)(8) of the Bankmptey
Code, the Debtors will be required to request Confirmation of the Plan without the acceptance of all impaired Classes
entitled to vote.

The Dehtors rescrve the right to modify the terms of the Plan as necessary for Confirmation without the
acceptance of all impaired Classes. Such madification could result in less favorable reatment for any non-gccepting
Classes than the treatment currently. provided for in the Plan. Such less favorablc treatment could include a
Distribution of property of a lesser value than that currently provided in the Pian or no distribution of property
whatsoever. :

Delays of Confirmation anil/or Effective Date

Any delay in Confirmation and effectivencss of the Plan could result in, among other things, increased
Administrative Claims. These or any other negative effects of delays in Confirmation or effectiveness of the Flan
could cndanger the ultimate approval of the Plan by the Bankrupticy Court.
Risk Factors Relating to Healthcare Providers

A substantial porlion of the Debtots' assets is in the form of amounts duc to the Debtors from healthcare
providers that are in bankruptcy. Recoverics from providers, particularly those in bankruptcy, may not be liguid and

may consist of notes, stock or other assets that may not be readily saleable. In addition, the Debtors may be forced
to wait extended periods until the providers distributc any assets pursuant to a plan of reorganization or liguidation
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or othcrwise. Many providers have filed proofs of claim or otherwise asserted claims against the Debtors ar have
asserted defenses to the Debtors® claims, including setoff, recoupment, equitable subordination and
techaracterization. The ultimate recovery against or liability to providers is nncerrain.

Risk Faclurs Relating to Securilies Law Issues
Securities Laws Considerations Regarding Trust Participations

Section 11435{a)(1) of the Bankmuptcy Code exempts the offer and sale of securities under a plan from
registration under the Securities Act of 1933, a5 amended (the "Securities Act") and state securities laws if three
principal requirements are satisfied: {a) the securities must be offered and sold under a plan and must be securities of
the dehtor, an affiliate participating in a joint plan with thc debtor or a sucecssor to the debtor under the plan; (b) the
recipients of the securities must hold a prepetition or administrative expense claim against the debtor or an interest in
the debtor; and {c) the securities must be issucd cotirely in exchange for the recipicnt’s claim against or interest in the
debtor, ar principally in such exchange and partly for cash or property. To the extent that the trust interests (the
*I'rust Participations") distributed to holders of Claims in Class C-2A, C-3A and C-6 arc decmed to constitute
securities issued in accordance with the Plan, the Debtors believe that the distribution of the Trust Participations
satisfies the requirements of sectian 1145{a)(1) of thc Bankruptey Code and, therefore, arc cxempt from registration
under the Securities Act and state securities laws.

Limited Transferability of Trust Participations

In general, all resales and subsequent transactions in any securities distributed under the Plan will be
exempt from registration under the Securities Act pursuant to section 4(1) of the Sccuritics Act, unless the holder
thereof is deemed to be an "underwriter” with respect to such securities, an "affiliate” of the issuet of such securities
or 2 "dealer.” Section 1i45(b) of the Bankruptey Code defines. four types of "underwriters™:

(2) persons who purchase a claim against, an interest in, or a claim for administrative expense against
the debtor with a view to distributing any securily received in exchange for sucl: a claim or interest
{"accumuiators™);

{b) persons who offer to sell sceurities offered under a plan for the holders of such securities
{"distributors"});

{c) persons who offer o buy securities from the holders of such securities, if the offer to buy is (i} with
a view to distributing such securities and {ii) madz under a distribution agreement; and

{d) a person who is an "issuer” with respeet to the securitics, as the lenm "issuer” is defined in
section 2(11) of the Securities Act.

Under section 2{11) of the Securities Act, an "issuer" includcs any "affiliatc" of the issuer, which means any
person directly or indirectly through one or more intermediaries controlling, contrelled by or under common control
with the issner. Under section 2(12) of the Sccuritics Act, a "dcaler" is any person who engages either for all or part
of such person's time, directly or indirectly, as agent, broker or principal in the business of offering, buying, selling or
otherwise dealing or trading in securitics issucd by another person. Whether or not any particular persor would be
deemed to be an "underwriter” or an "affiliate™ with respect to any security to he issued pursuant ta the Plan or to be
a "dealer" would depend upon various facts and circumstances applicable to (hat person. Accordingly, the Debtors
express no view as to whether any person would be deemed to be an "underwriter,” an "affiliate” or a "dealer” with
respect to any security to be issucd pursuant to the Plan.

In connection with prior bankruptey cases, the staff of the SEC has taken the position that resales by
accumulators and distributors of securities distributed under a plan of reorganization arc cxempt from registration
under the Securities Act if effected in "ordinary trading transactions." The staff of the SEC has indicated in this
context that a transaction may be considered an "ordinary trading transaction" if it is made on an exchange or in the
over-the-couater market and does not involve any of the following factors:
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{e) either (i} concerted action by the reeipicnts of sceuritics issued under a plan in connection with the
sale of such secnrities or (ii) concerted action by distributors on behalf of one or more such
recipients in connection with such sales;

N the use of informational documents concerning the offering of the securities prepared or used to
assist in the resale of such securities, other than a bankrupicy court-approved disclosure statement
and supplements thereto and documents filed with the SEC pursuant to the Securities Exchange
Actof 1934 (the "Exchange Acl™); or

{z) the payment of special compensation to brokers and dealers in connection with the szle of such
securities designed as a special incentive to the resale of such securities (other than the
compensaftion that would be paid pursuant to arms' length negotiations between a seller and a
broker or dealer, each acting unilaterally, nat greater than the compensation that would he paid for
a routine similar-sized sale of similar securities of a siinilar issuer).

The Debtors have not sought the views of the SEC on this matter and, therefore, no assurance can be given
regarding the proper applicatian of the "ordinary trading transaction” exemption described above. Any persony
intending to rely on such exemption are urged to consult their own counsel as to the applicability thervenf to any
particular civcumstances.

Int addition, Rale 144 provides an exemption from registration under the Securilies Act for certain limited
puhblic resales ofunrestricted securities by "affiliates” of the issuer of such securities. Rule 144 allows a holder of
unrestricted securities that is an affiliate of the issuer of such securities to sell, without registration, within any three-
month period a number of shares of such unrestricted securities that does not exceed the greater of 1.0% of the
number of cutstanding securities in question or the average weekly trading volume in the securities in question
during the four calendar wecks preceding the date on which notice of such sale was filed pursuant to Rule 144,
subject to the satisfaction of certain other requirements of Rule 144 regarding the manner of sale, notice requirements
and the availahility of current public information regarding the issuer and holding requirements prior to the sale. The
Debtors believe that, pursuant o section 1145(c) of the Bankruptey Cuode, the Trusl Participalions 1o be issued
pursnant to the Plan will be unrestricted secnrities for purposes of Rule 144.

GIVEN THE COMPLEX NATURE OF THE QUESTION OF WHETHER. A PARTICULAR PERSON MAY BE
AN UNDERWRITER, THE DEBTORS MAKE NO REPRESENTATIONS CONCERNING THE RIGHT OF ANY
PERSON TO TRADE IN THE TRUST PARTICIPATIONS TO BE DISTRIBUTED PURSUANT TC THE PLAN. THE
DEBTORS REHCOMMENID THAT HOLDERS OF CLAIMS CONSULT THEIR OWN COUNSEL CONCERNING
WHETHER THEY MAY FREELY TRADE SUCH INTERESTS,

Risk Factors Regarding the Value of Interests in the Trusts

In addition to the limited transferability of the interests in the Trusts as discussed above, the value of such
interests will depend on various significant risks and uncertainties, including, without limization, (i) the trusts’
snccess in securing judgments and settlements on a favorable basis with respect to claims that the trusts are
pursuing, {ii) the cffcet of substantial delays in liquidating claims and other contingent assets and liabilities and (iii)
changes in tax and other government rules and regulations applicable to the Trusts. All of these risks are bevond the
control of the trusts. 'I'he amount of any recavery realized by the trusts and their beneficiaries will vary, depending
upon the extent to which these risks materialize. In addition, the resolution of the claims held by the Trusts may
require a substantial amount of time to be resolved and liquidated. The associated delays could reduce the value of
any recovery.

Subscquent Transfers Under State Law
Statc sccurities laws generally provide registration cxemptions for subsequent transfers by a bona fide
owner for the owncer's own account and subscquent transfers to institutional er accredited investors. Such

exemptions penerally are expected to be available for subsequent transfers of the Interests, in the event that they are
deemed to be sccuritics.
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Lack of Trading Market for Trust Participations; Uncertainty of Value of Trust Participations

Holders of Claims in Class C-2A, C-3A and C-6 receiving Trust Participations alse should be aware that
there is no existing trading market for such interests, nor any intention of the Trusts to list such interesls on any
public exchange or other market or to develop or encourage the cstablishment of any trading market. There can be no
assurance that any markct for the Trust Participations will develop, or it any such market does develop, that it will
conlinue Lo exist or as to the degree of price valatility in any such market thut does develop. The potential lack of
liquidity of the Trust Participations may have a negative impact on their value.

GENERAL INFORMATION CONCERNING THE PLAN

Legal Ettects of the 'lan

Confirmation of the Plan and the occurrence of the Effective Date will result in an injunction agains! the
pursuit of certain Claims and Interests. Maoreaver, upon Confirmation and the occurrence of the Effective Date, the
Dcbtors and the Trusts will retain and may enforce certain claims and causes of actions against ather entitics. These
legal etfects of the Pian are sci forth in Article XI of the Plan and are described below.

Injunction Related to Claims and Interests

Except as provided in the Plan or the Confirmation Order, as of the Effective Date, all entities that have
held, currently hold or may hold a Claim or other debt or liability that wonld be discharged upon Confirmation
but for the provision of section 1141(d)(3} of the Bankruptcy Code or an Interest or other right of an equity
security holder that is terminated pursuant to the terms of the Plan will be permunently enjoined from taking any
of the following actions on account of any such Claims, debts or labilities or terminated Interesis or rights:

(@) commencing or confinaing in any manner any sction or other proceeding against the Debtors, the Trusts or
their respective property, other than to enforce any right pursuant to the Plan fo a distribution; (b) enforcing,
attaching, collecting or recovering in any manner any judgment, award, decree or order against the Debtors, the
Trusts or their respective property, other than as permitted pursuani to clause (a) ahove; (¢) creating, perfecting
or enforcing any lien ov encumbrance ogainst the Debtors, the Trusts or their respective property; (d) asserting a
setoff, right of subregation or recoupment of any kind against any debt, Liability er obligation due to the Debtors,
or the Trusts; and {¢) commencing ov continuing any action, in sy manner, in any place that does not comply
with or is inconsistent with the pravisiens of the Plan; provided, however that nothing contained herein or
elsewhere in the Plar (including, without limitation, Sections IV.B.4, IV.C44 and IV.D.4-and-1V-E4) shall he
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deemed to affect the right of any entity to exercise, on or after the Effective Date, any right left unaffected by
section 553{a) of the Bankruptcy Coede to set off ua debt owing by such enrity to a Debior {or its assignee under the
Plan) that arose prior to the Petition Date against an Allowed Claim aof such entity againstshesuch Debtor that
arase prior ta the Petition Date.

As of the Effective Date, all entities that have held, currently hold or may hold any cluims, obligutions,
suits, judgnents, damages, demands, debts, rights, causes af action or liabilifies that are released pursuant to the
Plan will be permanently enjoined from teking any of the following actions aguinst any released entity or its
property on account of such released claims, obligations, suits, judgments, damages, demands, debis, rights,
causes of action or liabilities: (a) commencing or continning in any manner any action or other proceeding;

(b) enforcing, attaching, collecting or recovering in any manner any judgment, award, decree or avder;
(c} creating, perfecting or enforcing any fiens or encimbrance; (d) asserting a setoff, right of subrogation ov
recoupment of any kind ageinst any debt, liability or obligation due to any released entity; and (¢} commencing
 or continking uny action, in any manner, in any place that does not comply with or is inconsistent with the
provisions of the Plan; provided, however that nothing contained herein or elsewhere in the Plan (including,
without limitation, Sectivns IV.B.4, IV.C.4:4 and IV.D.4-and-H-BA4) shall he deemed 1o affect the right of any
entify to exercise, on aor afier the Effective Date, any vight left anaffected by section 553(a) of the Bankrupicy
Code to set off a debt owing by such entity to a Debtor (or its assignee under the Plan) that arose prior (o the
Petition Date against an [Atlowed Claim] of such entity ugainst thesuch Debtoy that arose prier to the I'etition
Darte.

_ By accepting distributions pursuant to the Plan, each holder of an Allowed Claim receiving distributions
pursuant to the Plan will be deemed to have specifically consented to the injunctions set forth in Section X1.C of
the Plan, '

The classification and manner of satisfving Claims and [nterests vnder the Plan does not take into
consideration subordination rights, and nothing in the Plan or Confirmation Order shall aflect any subordination
rights that a holder of a Claim may have with respcct to any distribution to be made pursuant to the Plan, whether

© arising under general principles of equitable subordination, comract, section 510(c) of the Bankrupley Code or
otherwise, :
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Preservation of Causes of Action Held by the Debtors

Except as provided in, and unless expressly waived, relinquished, exculpated, rcleused, compromised or
settled in the Plan, the Confirmation Order, any Final Order or in any contract, instrument, retease or other agreement
entercd inlo or delivered in connection with the Plan, the Trusts will exclusively rctain and may enforce, and the
Debtors expressly rescrve and preserve for these purposes, in accordance with sections 1123¢a)(5){B) and 1123(b)(3)
of the Bankruptey Code, any Claims, demands, rights and Causes of Action that the Debtors or their respective -
Estates may. hold against any person or entity, including, without limitation, the 3 i i i
set forth in Exhibit IV.EE.1 of the Plan. Accordingly, no preclusion doctrine, including, without limitation, the
doctrines of res judicata, collaleral estoppel, issue preclusion, claim preclusion, estoppel {judicial, equitablc oz
otherwisc) or laches shall apply to them by virtue of or in connection with the confirmation, consummation or
effectiveness of the Plan. The Trustees or their respective successors cxelusively may pursue such retaincd Claims,
demands, tights or Causes.of Action, including, withoul limitation, the Geuses-ef-otenRetained Actious set forth in
Exhibit IV.EE 1 of the Plan, as appropriate, in accordance with the best intcrests of the Debtors or their respective:
SUCCEESOTS.

Executory Contracts and Unexpired Leases
As more fully described belaw, the Debuors will:

- assume or assume and assign cach of the Executory Contracts and Unexpired Leases
listed on Exhibit V.A.1 to the Plan; and

» reject certain Ixecutory Contracts and Unexpired Leases pursuanl to the Plan by either
including such contracts and leases on Exhibit V.C to the Plan or by excluding them from
Exhibit V.A.1 to the Pian {assumed or assumed and assigned contracts and leases).

Except as otherwise provided in the Plan or in any contract, instrument, rclcase or other agreement ot
document entered into in conncetion with the Plan, on the Effective Date, pursuant to section 365 of the Bankruptcy
Code, the applicable Debtor will assume or assume and assign, as indicated, each of the Executory Contracts and
Unexpired Leases listed on Exhibit V.A.1 to the Plan; provided, however, that the Debtors reserve the right, at any
time prior to the Elfective Date, to amend Exhibit V.A.1 Lo the Planto: (a) delete any Excculery Contract or Unexpired
‘Lease listed therein, thus providing for its rejection pursuant to Scction V.C of the Plan; or {b) add any Execulory
Contract or Unexpired Lease thereto, thus providing for its assumption or assumption and assighment pursuant ta
Section V.A.1 of the Plan. The Debtors will provide notice of any amendments to Exhibit V.A.1 to the Plan lo the
parties to the Executory Contracts or Unexpired Leases affected thereby and to the partics on the then-applicable
service list in the Bankruptcy Cases. Each contract and lease listed on Exhibit V.A 1 to the Plan will be assumed only
to the extent that any such contract or. lease constitutcs an Executory Contract or Unexpired Lease. Listing a contract
or leasc on Exhibit V.A.1 to the Plan will not constitute an admission by a Dcbtor that such contract or lease
(including any related agreements as described in Section LAS333 or V.A.2 of the Plan) is an Executory Contract or
Unexpired Leasc or that 8 Debtor has any liability thercunder.
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Each Real Property Exceutory Coatract and Unexpired Lease listed on Exhibil V.A. L (o the Plan will include
any modifications, amendments, supplements, restatements or other agreements made direcily or indirsctly by any
agreement, instrument or other documcat that in any manner affects such contract or lease, irrespective of whether
such agreement, instrument or other document is listed on Exhibit ¥.A.1 to the Plan, unless any such madification,
amendmgcnt, supplement, restatement or other agreement is rejected pursvant to Section V_C of the Plan and is listed
on Exhibit V.C of the Plan.

As of the effective time of an applicable Restruciuring Transaction, any Executory Contract or Unexpired
Lease {including any related agreements as described in Sections [ A 5253 and V.A.2 of the Plan) to be held by any
Debtor or anather surviving, resulting or acquiring corporation or a Trust in an applicable Restructuring Transaction,
will be deemed assigned to the applicable entity, pursuant to section 365 of the Bankruptcy Code.

The Confirmation Order will constimte an order of the Bankruptcy Court approving the assumptions and
assignments described in Scetion V.A and Seclion V.F of the Plan, pursuant to section 365 of the Bankruptcy Code,
as of the Effective Date. An order of the Bankruptcy Uourt entered on or prior to the Confirmation Dale will specify
the proccdurcs for providing Lo each party whose Executory Contract or Unexpired Lease is being assumed or
assumed and assigned pursuant to the Plan notice of: (a) the contract or leasc being assumed or assumed and
assigned; (b} the Cure Amount Claim, if any, that the applicable Debtor believes it would be abligated to pay in
connection with such assumption; and (c) the precedures for such party. to object to the assumption or assumption
and assignment of the applicable contract or lease or the amount of the proposed Cure Amount Claim.

To the extent that such Claims consiitule monetary defaults, the Cure Armount Claims associated with each
Executory Conteact and Unexpired Lease to be assumed pursuant to the Plan will be satisfied, pursuant to
section 363(b)(1) of the Bankrupicy Code, at the option of the Debtor assuming such contract or lease or the
assignee of such Debtor, if any: (a) by payment of the Cure Amount Claim in cash on the Effective Date or (b) on
such pther terms as arc agreed to by the parties to such Executory Contract or Unexpired Lease. Pursnant to
section 365{(b} 23D of the Bankruptcy Code, no Cure Amount Clainy shall be allowed for a penalty rate or other form -
of default rate. of interest, tf there is a disputc regarding: (a) the amount of any Cure Amount Claim; (b} the ability of
the applicable Debtor or any assignee to provide "adequate assurance of future performance” (within the meaning of
section 365 of the Bankruptcy Code) under the contract or lease to be ussumed; or (c) any other matter pertaining to
assumption or assumption and assignment of such contract or lease, the payment of any Curc Amount Claim
required by section 363(b}(1) of the Bankruptey Code will be made [ollowing the entry of a Final Order resolving the
disputc and approving the assamption. For assumptions of Executory Contracts or Unexpired Leases between
Debtors, the Debtar assuming such contract may curc any monetary default (2) by treating such amount as either a
direct or indirect contribution to capital or distribution (as apprapriate) or (b) through an inlercompany account
balance in lieu of payment in cash,

_ On the Effactive Date, except for an Executory Contract or Unexpired Lease that was previously assumed,

assumed and assigned or rejected by an order of the Bankruptey Court, that is assumed pursuant to Scction V. A of
the Plan (including any related agreements assumed pursuant to Seclions LA3233 end V.A 2 of the Plan) each .
Executory Contract and Unexpired Leass entered into by a Debtor prior to the Petition Date that has not previously
expired or terminated puresuant to its awn terms will be rejected pursuant to section 365 of the Bankruptey Code. The
Executory Contracts and Unexpired Leases to be rejected will include the Executary Contracts and Unexpired Leases
listed on Exhibit V.C to the Plan. Each contract and lease listed on Exhibit V.C to the Plan will be rejected only to.the
extent that any such contract or leasc consltitules an Executory Contract or Unexpired Lease. Listing a contract or
lease on Exhibit V.C to the Plan will not constitute an admission by a Debtor that such contract or lease (including
relared agreements as described in Section 1.A 5233 of the Plan) is un Executory Contract or Unexpired Lease or that a
Dcbtor has any liability thereunder, Any Executory Contract and Unexpired Lease not fisted on Exhibit V.A.1 to the
Plan and not previously assumed, assumed and assigned or rejected by an order of the Bankruptey Court will be
deemed rejected irrespective of whether such contract is listed on Exhibit V.C to the Plan, The Confimmation Order
will constitute an order of the Bankruptey Court approving such rejections, pursuant to section 365 of the
Bankruptey Code, s of the Effective Date.

Notwithstanding anything in the Bar Date QOrder to the cantrary, if the rejection of an Exceutory Contract or
Unexpired Lease gives rise ta a Claim (including any Claims arisiug from those indemnification obligations described
in Section V.E.! ol the Plan) by the other party. or parties to such contract or lease, such Claim will be forever barred
and will not be enforceable against the Debtors, their respective successors or their respective properties unless a
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proof of Claim is Filed and served on the Debtors, pursuant to the procedures specitied in the Confirmation Order and
the notice of the entry of the Confirmation Order or anvther order of the Bankruptey Court, no later than 60 days after
the Effective 1Jate.

The obligations ¢f each Debtor to indcmnify any person serving as one of its directors, officers or
emplayees prior to the Petition Date by reason of such person's service prior to the Petition Date in such a capacily
or as a director, officer or employee of another corporation, partnership or other legal entity, to the extent pravided in
the applicable certificates of incorporation, by-laws or similar constituent documents, by statutory law or by written
agreemnenl, pulicies or procedures ol or with such Debtor, will be deemed and trecated as executory contracts that are
rejected by the applicable Dehtor pursuant to the Plan and section 365 of the Bankruptcy Cade as of the Effective
Date.

{n the Effective Date, in accordance with Section [11.1.1 of the Plan, any Allowed Secondary Liability Claim
arising from or relating to any Debtor's joint or several linbility for the obligations under or with respect lo {a) any
Bxecutory Contract or Unexpired [ease that is being assumed or deemad assumed pursuant ta section 365 of the
Bankruptcy Code by another Debtor, (b) any Executory Contract or Unexpired Lease that is being assumed by and
assigned to another [Jebtor or (¢} a Reinstated Claim will he Reinstated. Accordingly, such Allawed Secondary
Liability Claims will survive and be unaffected by the entry of the Confinmation Order,

Contracts and leases entered into atter the Petition Date hy any Debtor, including any Executory Contracts
and Unexpired Leases assumed by such Deblor, will be performed by the Debtlor liable thereunder or ils successor or
assigns in accordance with the terms and conditions of such contracts and le2ases in the ordinary course of its
business. Accordingly, such contracts and leases and other obligations {(including any assumed Execuiory
Contracts and Unexpired Leases) witl survive and remain unaffected by entry ot the Confirmation Order,

Substantive Consolidation

The Plan pravides that, pursnant te the Confirmarion Order, the Bankmptey Court shall approve the deemed
substantive consclidation of the NCFE Consolidated Debtors. Pursuant to this substantive consolidation: {a) all
assets and liahilities of the NCHFE Cansolidated Debtors will be deemed merged; (b) all gnarantces by onc NCFE
Consolidated Debtor of the obligations of any other NCFE Cansolidated Debtor will be deemed eliminated so that
any Claim against any NCFE Consolidated Debtor and any guarantee thereof cxecuted by any other NCFE
Consolidated Debtor and any joint or several liability of any of the NCFE Consolidated Debtors will be deemed to be
ane abligation of the consolidated NCFE Consolidated Debtors; and (¢} cach and every Claim Filed or deemned Filed
by or on behalf of a single creditor in a single Class of Claims against any of the NCFE Consolidated Debrors will be
dcemcd a single Claim Filed against the NCFE Consolidated Debtors. Such substantive consolidalion {other than for
the purpose of implementiug the Plan) will not affect the legal and corporate structures of the NCFE Consolidated
Drebrors, subject to the right of the NCFE Consolidated Debtors to cffect the Restructuring Transactions as provided
in Section IV.A of the Plan.
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DISTRIBUTIONS UNDER TiE 'L AN

‘(reneral

Except as otherwise provided in Article V1 of the P'lan, distributions to be made on lhe Effective Date to

" holders of Claims that arc allowed as of the Effective Date will be deemed made on the Effective Date if made on the
Effective Date or as promptly thereafter as practicable, but in any event no later than: {z) 60 days afler the Effeclive
Date; or (b) such later datc when the applicable conditions of Section V.B of the Plan (regarding cure payments for
Executory Contracts and Unexpired Leases being assumed), Section V1.12.2 of the Plan (regarding undcliverable
distributions) ar Section V1.H of the Plan (regarding surrender of canceled instruments and securities) are satisfied.
Distribuliuns on account of Claims that become Allowed Claims after the Effective Date will be made pursuant to
Sections VLG and VIL.C of the Plan.

Methads of Distributiony

The methed of distributing the consideration provided for in the Plan is sct forth in Article VI of the Plan
and summarized below.
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Distribuntions to Holders of Allowed Cluims and Interests

The Debtors, the Trusts or such Third Pacty Diisbursing Agents as the Debtors or the Trustees tmay employ
in their sole discroction, will makc all distributions of cash, intarests in the 'I'rusts and other instruments or documents
required under the Plan. Each Disbursing Agent will serve without bond, and any Disbursing Agent may employ or
contract with ather entities to assist in or make the distribntions required by the Plan.

Compensation and Reimbursement for Services Related to Distributions

Each Third Party Disbursing Agent providing scrvices rclated to distributions pursuant to the Plan,
including the Nominees, will receive from the Debtors or the applicable Trust, without further Bankraptey Court
appraval, reasonable compensation for such services and reimbursement of reasonable out-of-pocket cxpenscs
incurred in connection with such services. These payments will be made on terms agreed to with the Debtors or the
applicable Trusiee.

Delivery of Distributions in Geneval

Distributions to holders of Allowed Claims will be made by a Disbursing Agenl (a) at the addresses set forth
on the respective proofs of Claim Filed by holders of such Claims, (b} at the addresses set forth in any written.
ccrtification of address change detivered to the Disbursing Agent (including pursuant to a letter of transmittal-
delivered to a Disbursing Agent) after the date of Filing of any related proof of Claim or (¢} at the addresses reflected
in the applicable Debtor's Schedules lfIl() proof of Clalm has been Filed and [hc Dlsbursmg Agmt has not rcccwcd a
written-notice of a change cfaddress i lentu ;

Undeliverable or Unclaimed Distributions

If any disuribution to a holder of an Allowad Claim is returned to a Disbursing Agent as undeliverable, no
further distributions will be made to such holder unless and until the applicable Disbursing Agent is notified by
written certification of such holder's then-current address. Undeliverable distributions will remain in the possession-
of the applicable Dtshursing Agent pursnant to Section VL1222 of the Plan until such time as a distribution beccomes
deliverable. Undeliverable cash will be held in segregated bank accounts in the name of the applicable Disbursing
Agent for the henefit of the potential claimants of such funds. Any Disbursing Agent holding undcliverable cash
will invest such cash in a manner consistent with the Cash Management Order.

Any holder of an Allowed Claim that does not assert a claim pursnant to the Plan for an undeliverable
distribution to be made by a Disbursing Agent within two years after the later of {a) the Effective Date and (b) the last
date on which a distwribution was deliverable. ta such holder, shall have forfeited its right to such Distribution and the
undeliverable Distribution shall become available {o be distributed to the other holders of Allowed Claims as part ofa
subsequent Distribution. :

Distribuﬁon Record Date

As of the close of husiness on the Distribution Record Date, the respective transfer registers for the NPF V1
Notcs and the NPF XII Notes, as maintained by the Indenlure Trustees, will be closed. The Disbursing Agent will
have no obligation to recognize the transfer or sale of any Claims by NPF V1 Noteholders or NPF XIT Noteholders an
accounl of their noles that oceurs after the close of business on the Distribution Record Date and will be entitled for
all purposes herein to recognize and make distributions only to those holders wha are holders as of the close of
busincss on the Distribution Record Date.

Except as ntherwise provided in a Final Order of the Bankruptey Court, the transferees of Claims that are
transferred pursuant to Bankiuptcy Rule 3001 on or prior to the Distribution Record Date will be treaved as the
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holders of such Claims for all purposes, notwithstanding that any period pravided by Bankruptcy Rule 3001 for
objecting to such transfer has not expired by the Distribution Record Date.

Means of Cash Paymenis

Except as otherwise specified herein, cash payments made pursuant to the Plan to holders of Claims will be
in U.8. currency by checks drawn on a domestic bank sclected by the Debtors or the Trostees or, at the option of the
Debtors or the Trustees, by wire transfer from a domestic bank.

‘I'iming and Calculation aof Amownts to Be Distributed

On the Effective Date, each holder of an Allowed Claitn will receive the full amount of the dislributions that
the Plan provides for Allowed Claims in the applicable Class pursnant to the terms and conditions of the Plan.

De Minimis Distributions

No Disbursing Agent will distribuze cash to the holder of an Allowed Claim in an impaired Class if the

+ amount of cash to be distributed vn account of such Claim is less than $25. Any helder ol an Allowed Claim on
account of which the amount of cash to be distributed is less than 525 will be forever barred from asserting its claim

- for such distribution against the Debtors, the Trusts or their respective property. Any cash not distributed pursuant
o this Section VI.GG.2 of the Plan will be the property of the applicable Trusts, free of any restrictions thereon, and
any such cash held by a Third Party Disbursing Agent shall be transferred or returned to the appropriate Trusts,

Comﬁﬂance with Tax Reguiremenis

In connection with the Plan, to the extent applicable, each Disbursing Agent will comply with all Tax
withholding and reporting recquirements imposcd on it by any governmental unit, and all distribulions pursuant to the
Plan will be subject to such withholding and reporting requirements. Each Disbursing Agent will be authorized to
take any actions that may he necessary or appropriate to comply with such withholding and reporting requirements.
Notwithstanding any other provision of the Plan, each entity receiving a distribution of cash or interests in the
- Trusts pursuant to the Plan will have sole and exclusive responsibility for the satisfaction and payment of any T'ax
- obligations imposcd on it by any governmeslal unit on account of such distribution, including income, withholding

and other Tax obligations. :

Surrcoder of Canceled Securities or Other Instruments

As]E s 4 condition preecdent to receiving any distribulion

pursuant te the Plan on accouut of an Allowed Clalm ewdcnced by the notes, instruments, securities or other
documentation canceled pursuant to Scction [V.F of the Plan, the holder of such Claim must tender, as specified in
Section VL.H of the Plan, the applicable notes, instruments, securities or other documentation evidencing such Claim
to the applicable Dmbursmg Agent, to gcthcr w1t]1 any l(.ttc.r of transmltlal requlrcd by such Dlsbursmg Agent,

| = 9

lreated asan undehverable distributicn pursuant to Section VI.D.2 of the Plan.
Setoffs

Exccpt (1) with respect to claims of a Debtor released pursuant to the Plan or any contract, instrument,
release or other agreement or document entered into or delivered in conaection with the Plan or (2} as set forth in
Section VILD of the Plan, each Debtor or Trust or, as instructed by the applicable Debtor or Trust, a Third Party
Disbursing Agent may, to the extent such right is available pursuant to.section 553 of the Bankmptey Code or other
applicable law, exercise its right to sct off against any Allowed Claim and the distributions to be made pursuant to the
Plan on account of such Claim (before any distribution is made on account of such Claim) the claims, rights and
causes. of action of any nature that the applicable Debtor or Trust may hold against the holder of such Allowed
Claim; provided, however, that neither the failurc to cffcet a sctoff nor the allowance of any Claim hereunder will
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constitute a waiver or release by the applicable Debtor or Trust of any claims, rights and causes ol action that the
Deblor or Trust may possess against such a Claim holder.

Objectians to Claims or Interests and Authority to Prosecute Ohjections

All ohjections to Claims must be Filed and served on the holders of such Claims by the Claims Objection Bar
Date, and, if Filed prior to the Effective Date, such objections will be served on the parties on the then-applicable.
service list in the Bankruptey Cases. If an objection has not been Liled to a proof of Claim or a scheduled Claim by
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the Claims Objection Bar Date, the Claim to which the prool of Claim or scheduled Claim relates will be treated as an
Allowed Claim if such Claim has not been allowed earlier.

After the Confirmation Date, only the Deblors or the Trusts will have the authority to File, settle,
compromise, withdraw or litigate to judgment objections to Claims, including pursuant to any alternative dispute
resolution or similar procedures approved by the Bankrupicy Court. Aficr the Effective Date, the Debtors or the
Trusts may settle or compromise any Disputed Claim without approval of the Bankruptey Court,

Disputed Claims

Notwithstanding any nther provisions af the Plan_other than Section YILI}, no payments or distributions
will be made on account of a Disputed Claim until such Claim becomes an Allowed Clairm.

Distributions en Account of Disputed Claims Once Allowed

Subject to the other provisions of the Plan, the applicable Disbursing Agent will make all distributions on
account of any Disputed Claim that has become an Allnwed Clalm that ha'.'e been payable on Or stoce the Effective
Datc w1lhm 30 days of such allowancc_tg the

Dissolution of the Creditors' Committee and Subcommittees

On the Effective Date, the Crediters' Commitiee and the Subcommiticcs will dissolve and the members of the
Creditors' Committee and the Subcommittees will be released and discharged from all duties and obligations arising
feom or related to the Bankruptey Cases. The Professionals retained by the Creditors' Committee, the Subcommittees

- aud the members thereof will not be entitled to assert any Fee Claim for any services rendered or expenses incurred
after the Effective Date, except for services rendered and expenses incurred in connection with any applications for
allowance of compensation and reimbursement of expenses pending on the Effective Date or Filed and served after
the Effective Date pursuant to Section 111 A.1.d.ii. A of the Plan and in connection with any appeal of the Confirmation
QOrder.
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General

YOTING ON AND CONFIRMATION OF ‘ITHE PLAN

To confirm the Man, the Bankruptcy Code requires that the Bankruptey Court make a series of findings
concerning the Plan and the Debtors, including that;

(a)
(b)
(©
(d)

(€)
@

(z)

(h)

fi)

)

(K}

the Plan has classified Claims and Interests in a permissible manner;
the Plan complics with the applicablc provisions of the Bankruptey Code;
the Debtors comply with the applicable provisions of the Bankruptey Code;

thc Dcbtors, as proponents of the Plan, have proposed Lhe Plun in good {aith and not by any
means forbidden by law;

the disclosure required by section 1125 of the Bankruptey Code has been made;

the I"an has been accepted hy the requisite votes of creditors and equity interest holders (except
to the extent that cramdown is available under section 1129(h) of the Bankruptey Code (see "Voting
On and Confirmation of the Plan — Confirmation” and "— Acceptance or Cramdown™));

the Pian is feasible;

the P’lan iz in the "hest interests" of all helders of Claims o1 Interests in an impaired Class by
providing to creditors or interest holders on account of such Claims or Interests property of a
value, as of the Effective Date, that is not less than the amount that such holder would receive or
retain in a chapler 7 liquidation, uniess each holder of a Claim or Interest in such Class has
accepted the Plan;

all fecs and expenses payable under 28 U.S.C, § 1930, as determined by the Bankruptey Court at the
Confirmarion Hearing, have been paid ar the Plan provides for the payment of such fees on the
Effeclive Date;

the Plan provides for the continuation after the Effeclive Date of all retiree benefits, as defined in
section 1114 of the Bankruptcy Code, at the level established at any time prinr to Confirmation
pursuant to scction { E14(e)X 1}(B) or 1114(g) of the Banluuptey Code, for the duration of the period
that the applicable Debtor has obligated itself to provide such henefits, and

the disclosurcs required under section 1129(a)(5) concerning the identity and affiliations of persons
who will serve as officers, directors and voting trustees of the successors to the Debtors have
heen made.

Voting Procedures and Reguirements

Pursuant to the Bankmuptey Code, only classes of claims against or equity interests in a debtor that arc
"impaircd" under the terms of a plan of liguidation or reorganization ate entitled to vote to accept or reject a plan. A
class is "impaired" if the legal, equitable or contractual rights attaching to the claims or intercsts of that class arc
modificd, other than by curing defaults and reinslating maturity. Classes of Claims and Interests that are not impaired
are not entitled to vote on the Plan and are conclusively presumed to have accepied the Plan. In addition, Classcs of
Claims and Intcrests that reccive no distribulions under the Plan are not entitled to vote on the Plan and are deemed
to have rejected the Plan uniess such Class otherwise indicates acceptance. The classification of Claims and
ILnterests is snmmarized, together with an indication nf whether each Class of Claims or Interests is impaired or
unimpaired, in "Overview of the Plan — Summary of Classes and Treatment of Claims and Interests.”
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Pursuant to section 302 of the Bankruptcy Code and Bankruptcy Rule 3018, the Bankraptcy Court may
estimate and temporarily allow a Claim for voting or ather purposes. By order of the Bankruptcy Court, certuin vote
tabulation rules have been approved that remporarily allow or disalluw certain Claims for voting purpases only.
These tabulation rules are described in the solicitation marterials provided with vour Ballot.

VOTING ON TIIE PLAN BY EACH HOLDER OF AN IMPAIRED CLATM ENTITLED 10 VOTE ON THE
PLAN IS IMPORTANT. IF YOU HOLD CLAIMS TN MORE THAN ONE CLASS, IF YOU HOLD MULTIPLE
GENERAL UNSHECURLD CLAIMS OR UNDER CERTAIN OTHER CIRCUMSTANCES, YOU MAY RECEIVE MORE
THAN ONE BALLOT. YOU SHOULD COMPLETE, SIGN AND RETTRN BACH BALLOT YOU RECEIVE.

PLEASE CAREFLLLY FOLLOW ALL OF THE INSTRUCTIONS CONTAINED ON THE BALLOT
PROVIDED TO YOU. ALL BALLOTS MUST BE COMPLETED AND RETURNEIY IN ACCORDANCE WITH THE
INSTRUCTIONS PROVIDED.

TO BE COUNTED, YOUR BALLOT MUST BE ACTUALLY RECEIVED BY 5:00 P.M., EASTERN TIME, ON
[ ] AT THE ADDRESS SIIT FORTH ON THE PREADDRESSED ENVELOPE PROVIDED TO YOU. ITTS
OF THE UTMOST IMPORTANCE TO THE DEBTORS THAT YOU VOTIE PROMPTLY TO ACCEPT THE PLAN.

Vates cannok be transmitied orally or by facsimile. Accordingly, you arc nrged to return your signed and
completed Ballot, by hand delivery, vvernight service or regular U.S. mail, promptly.

iF ANY OFTHE CIL.ASSES OF HOLDERS OF IMPAIRED CLAIMS VOTE TO REJECT THE PLAN, (A) THE
DEBTORS MAY SEEK TO SATISFY THE REQUIREMENTS FOR CONFIRMATICN OF THLE PLAN UNDER THE
CRAMDOWN PROVISIONS OF SECTION 1129(b) OF THE BANKRUPTCY CODE AND, IF REQUIRED, MAY
AMEND THE PLAN TO CONFORM TO THE STANDARDS OF SUCH SECTION OR (B) THE PLAN MAY Bl
MODIFIED OR WITHDRAWN WITH RESPECT 10 A PARTICULAR DEBTOR, WITHOUT AFFECTING THE
PLAN AS TO OTHER DEBTORS, OR IN ITS ENTIRETY. See "Voting On and Confirmation of the Plan —
Acceplance or Cramdown” and "— Altematives to Confirmation and Consummation of the Plan."

IF YOU ARE ENTITLED TO VOTE AND YOU DID NOT RECEIVE A BALLOT, RECEIVED A DAMAGED
BALLOT OR LOST YOUR BALLOT, PLEASKE CALL THE DEBTORS' TABULATION AGENT, JONES DAY, AT (614)
469-3939.

Confirmation Hearing

The Bénkruptcy Code requires the Bankruptey Court, aller nolice, lo held a hearing on whether the Debtors
have fulfilled the Confirmation requirements of section 1129 of the Bankruptey Code. The Confirmation Bearing has
been scheduled for [ | at [__:__ __.m.] before The Honorable Denald E. Calhoun, Ir., United States
Bankruptcy Judge for the United States Bankruptey Court, Southern District of QOhio, Eastern Division, in the Judge's
usual courtroom at the United States Bankruptey Court for the Seulhern District of Ohio, 170 Morth High Streer,
Caolumbus, Ohio 43215, The Confirmation 1learing may be adjourned from time to time by the Bankruptey Court
without further notice, except for an auncuncement of 1he adjourncd datc made at the Confirmation Hearing., Any
objection to Confirmation must be made in writing and must specify in detail the name and address. of the objector, ail
grounds for the objection and the amount of the Claim or Inierest held by the objector. Any such cbjections must be
Filcd and served upon the persons designated in the notice of the Confirmation Hearing and in the manner and by
the deadline described therein.

Confirmation

At the Confirmation Hearing, the Bankruptey Court will canfirm the Plan only if all of the applicable
requirements of section 1129 of the Bankruptcy Code are met. Among the requirements for Confirmation are that the
Plan: (a) is uccepted by the requisite holders of Claims and Interests in impaired Classes of such Debtor or, if not so
accepted, 1s "fair and cquitable” and "does not discriminate unfairly™ as to the nonaccepting Class; (b} is. in the "best
interests” of each holder of a Claim or Interest in gach impaired Class under the Plan for such Dehtor; {c) is feasible;
and {d) complies with the applicable provisions of the Bankruptcy Code.
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Acceptance or Cramdown

A plan is accepted by an impaired class of claims if holders of at least two-thirds in doliar amaount and a
majority in number of claims of that class vote to accept the plan. Only those holders of claims who actually vote
{and are entitled to vote) o accept or to reject a plan count in this tabulation. In addition (o this voting requirement,
section 1129 of the Bunkruptcy Code requires that a plan be accepted by each holder of a claim or interest in an
impaired class or that the plan otherwise be found by the Bankruptey Court to be in the best interests of each holder
of a claim or interest in an impaired class. See "Voting On and Confirmation of the Plan — Best Interests Test;
Chapter 7 Liquidation Analysis." The Bankruptey Code conlains provisions for confirmation of a plan even if it is
not accepted by all impaired classes, as long as at least one impaired class of claims has accepted it. These so-calted
"eramdown" provisicns are set forth in section 1129(b) of thc Bankruptey Code. As indicated above, the Plan may be
confirmed under the cramdown provisions if; in addition to satisfying the other requirements of section 1129 of the
Bankruptcy Cede, it {a) is "fair and eguilable” and (b} "does not discriminate unfairly” with respect to each Class of
Claims or Intetests that is impaired under, and has not accepted, the Plan. The "fair and equitable” standard, also
known as the "absolute prierity rule," requires, among other things, that unless a dissenting Class of Unsecured
Claims or a Class of Interests with respect to a debtor receives full compensation for its Allowed Claims or Allowed
Interests, no holder of Allowed Claims or Intercsts with respect to such debior in any junior Class may receive or
Tetain any property on account of such Claims or Interests. With respect to a dissenting Class of Secured Claims, the
"fair and equitable” standard requires, among other things, that holders either (a) retain their licns and reccive
decferred cash payments with a value as of the Effective Date equal to the value of their interest in property of the
applicable Estate or (b) receive the indubitable equivalent of their Secured Claims. The "fair and equitable” standard
has also been interpreled (o prohibit any Class senior to a dissenting Class from receiving under a plan more than
100% of its AHlowed Claims or Allowed Interests. The Debtors believe that, if necessary, the Plan may be ¢rammed
down over the dissenl ol certain Classcs of Claims, in vicw of the treatment proposed for such Classes.

The requirement that the Plan not "discriminate unfairly" means, among other things, that a dissenting Class
must be treated substantially equally with respect to other Classes of equal rank. "The Debtors do not believe that the
Plan unfairly discriminates against any Class that may not accept or eltherwlise consent 1o (he Plan.

Suhject to the conditions set forth in the Plan, a determination by the Bankruptcy Court that the Plan, as it
applies to any particular Debtor, is pol conlirmable pursuant to scetion 1129 of the Bankruptey Code will niot limit or
affect: (a) the confirmability of the Plan as it applies to any other Debtor or (b) the Debtors' ability to modify the Plan,
as it applies to any particular Deblor, lo salisfy the provisions of scetion 1 129(b) of the Bankruptey Code.

Best Interests Test; Chapter 7 Liquidation Analysis

Motwithstanding acceptance of the Plan by each impaired Class, to confinu the Plan, the Bankruptcy Count
must detecmine that the Plan is in the best mterests of cach helder of a Claim or Interest in any such impaired Class
who has not voted to accept the Plan. Accordingly, if an impaired Class does not unanimously accept the Plan, the
"best interests" test requires that the Bankruptey Court find thal the Plan provides to each member of such impaired
Class a recovery on account of the member's Claim or Interest that has a value, as of the Effective Date, at least equal
to the value of the distribution that cach such member would receive if the applicable Debtor or Debtors werc
liquidated under chapter 7 of the Bankruptcy Code on such date.

To cstimatc what members of cach impaired Class of Claims or Interests would receive if the Debtors were
liquidated under chapter 7 of the Bankruptey Code, the Bankruptey Court must first determine the aggregate dollar
amount that would be available if each of the Bankruptey Cases were converted to a chapter 7 case under the
Bankruptey Code and each of the respective Deblor's assets were liquidaled by a chapter 7 trustee (the "Liguidation
Value™). The Liquidation Value of a Debtor would consist of the net proceeds from the disposition of the assets of
the Debtor, sugmented by any cash held by the Debior.

The Liquidation Value available to helders of Unsecured Claims and Interests would be reduced by, among
ather things: (a) the Claims of sccured creditors to the extent of the value of their collateral; {b) the costs, feas and
expenses of the liquidation, as well as other administrative expenses of the Debtor's chapter 7 case; (¢) unpaid
Administrative Claims of the Bankruptcy Cases; and {d) Priority Claims and Priority Tax Claims. The Debtors' costs
of liguidation in chapter 7 cases would include the compensation of truslecs, as well as of counsel and of other
professianals retained by such trustees, asset disposition expenses, applicable Taxes, litigation costs, Claims arising

COLAZSFF021 25981 5v3 -66-



from the operation of the Debtors during the pendency of the chapter 7 cases and all unpaid Administrative Claims
incurred by the Debtors during the Bankruptey Cases that are allowed in the chapter 7 cases. The liquidation itself
would trigger certain Priority Claims, such as Claims for scverance pay, and would likely accelerate the payment of
other Priority Claims and Priority Tax Claims that would otherwise be payable in the ordinary course of business.
These Priority Claims and Priority Tux Claims would be paid in full out of the net liquidation proceeds, after payment
of Secured Claims, before the balance would be made available to pay Unsecured Claims or to make any distribution
in respect of Interests. The Debtors belicve that the liguidation also would generate a significant increase in

" Unsecured Claims, such as rejection damages claims, and Tax and other governmental Claims.

The information contained in Exhibit [T hercto provides a summary of the Liquidation Values of the Debtors'
interests in property, assuming a chapter 7 liquidation in which one or more trustees appointed by the Bankruptcy
Court would liquidate each of the Diebtors' properties and intcrests in property.

In summary, the Debtors believe that chapter 7 liquidations of the Debtors would result in substantial
diminution in the value to be realized by holders of Claims, as compared to the proposcd distributions under the Plan,
because of, among other factors: (a} the substantial negative impact of conversion to a chapter 7 case and
subsequent liquidation on the employees of the Debtors; {b) additional costs and expenses involved in the
appointment of trustecs, attorneys, accountants and other professionals ta assist such trustees in the chapter 7
cases; and (c) additional expenses and Claims, some of which would be enlitled Lo priorily in payment, that would
arisc by reason of the expedited liquidation. Consequently, the Debtors believe that the Plan will provide a
" substantially greater ultimate return to holders of Claims than would chapter 7 liguidations.

Feasibility

Section 1129(a)(11) of the Bankiuptcy Code requires that confirmation of a plan not be tikely to be followed
by the liguidation, or the need for further financial rearganizatian, of the Debtors or any successor to the Debtors
{unless such Hquidation or reorganization is proposed in the Plan). Because the Debtors’ plan proposes a liquidation
of all of their assets, for purpeses of this test the 1ebtors have analyzed the ability of the Htigetien-Frusts-and the-
Liquidason-T Tusts to meet their respective obligations under the Plan, Based on the Deblors' analysis, (he-titisation-

‘frusts will have sufficient assets to accomplish their respective tasks under the Plan.
Therefore, the Debtors believe that their liquidation pursuant to the Plan will meet the feasibilily requirements of the
Bankruptey Codc.

Compliance with Applicable Provisions of the Bankruptcy Code

Section 1129(a) 1) of the Bankruptey Code requires that the Plan comply with the applicahle provisions of
the Bankruptcy Code. The Debtors have considered each of these issues in the development of the Plan and believe
that the Plan complics with all provisions of the Bankruptcy Code.

Alternatives to Confirmation and Consummation of the Plan

The Debtors have evaluated numerous alternatives to the Plan, including alternative structures and terms of
liquidation for the Debtors, including the continuation of these chapter 11 cases while the Deblors' conlinue to
liquidate their assets. While the Dehtors have concluded that the Plan is the best alternative and will maximize
recoveries by holders of Claims, if the Plan is not confirmed, the Debtors, individually or collectively, or {subject to
the Debtors’ exciusive periods under the Bankruptey Code to File and solicit acceptances of a plan or plans of
liquidation) any other party in interest in the Bankruptcy Cases could attempt to formulate and propose a different
plan or plans of liguidation. Further, if no plan of liquidation under chapter 11 of the Bankmptcy Code can be
- confirmed, the Bankruptey Cases may be converted to chapter 7 cases. In a liquidation case under chapler 7 of the
Bankruptcy Codc, a trustee or trustees would be elected or appainted to liquidate the assets of each Debtor. The
proceeds of the liguidation would be distributed to the respective creditors of the Debtors in accordance with the
prioritics established by the Bankruprey Code. . For further discussion of the potential impact on the Debtors of the
conversion of the Bankruptey Cases to chapter 7 liquidations, see "Voting and Confirmation of the Plan - -- Best
Interests Test; Liguidation Analysis." The Deblors belicve that Confirmation and consurnmation of the Plan is
preferable to the alternatives described above.
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CERTAIN FEDERAL INCOME TAX CONSEQUENCES OF CONSUMMA ' THON OF THE PLAN
General

A DESCRIPTION OF CERTAIN U.S. FEDERAL INCOME TAX CONSEQUENCES OF THE PLAN IS
PROVIDED BELOW. THE DESCRH*I'ION IS BASED ON THE INTERNAL REVENUE CODE, TREASURY
REGULATIONS, JUDICIAL DECISIONS AND ADMINISTRATIVE DETERMINATIONS, ALL AS TN EFFECT ON
THE DATE OF THIS DISCLOSURE STATEMENT. CHANGLUS IN ANY OF THESE AUTHORITIES OR IN THEIR
INTERPRETATION MAY HAVE RETROACTIVE EFFECT, WHICH MAY CAUSE THE FEDERAL INCOME TAX
CONSEQUENCES OF THE PLAN TO DIFFIR MATERIALLY FROM THE CONSEQUENCES DESCRIBED BELOW,
NO RULING HAS BEEN REQUESTED FROM THE IRS AND NO LEGAL OPINION HAS BEEN REQUESTHD FROM
COUNSEL CONCHRMING ANY TAX CONSEQUENCE OF THE PLAN, AND NO TAX OPINION IS GIVEN BY THIS
DISCLOSURE STATEMENT.

THIS DESCRIPTION DOES NOT COVER ALL ASPECTS OF FEDERAL INCOME TAXATION THAT MAY
BE RELEVANT TO THE DEBTORS OR HOLDERS OF CLAIMS. FOR EXAMPLE, THE DESCRIPTION DOES NOT
ADDRESS ISSUES OF SPECIAL CONCERN TO CERTAIN TYPES OF TAXPAYERS, SUCH AS DEALERS IN
SECURITIES, LIFE INSURANCE COMPANIES, FINANCIAL INSTITUTTONS, TAX EXEMPT ORGANIZATIONS
AND FOREIGN TAXPAYERS, NOR DOES IT ADDRESS TAX CONSEQUENCES TC HOLDERS OF STOCK
INTERESTS IN THE DEBTORS. THIS DESCRIPTION DOES NOT DISCUSS THE POSSIBLE STA'TH TAX OR NON-
LS. TAX CONSEQUENCES THAT MIGHT APPLY TO THE DEBTORS QR TQ HOLDERS OF CLAIMS.

FOR THESE REASONS, THE DESCRIPTION THAT FOLLOWS IS NOT A SUBSTITUTE FOR CAREFUL
TAX FLANNING AND PROFESSIONAL TAX ADVICE BASED UPON THE INDIVIDUAL CIRCUMSTANCES OF
EACH HOLDER OF A CLAIM. HOLDERS OF CLAIMS ARE URGED TO CONSULT WITH THEIR OWN TAX
ADVISORS REGARDING THE FEDERAL, STATE, LOCAL AND FOREIGN TAX CONSEQUENCIS OF TIHL PLAN.

Tax Treatinent of the Trusts

Althaugh not free from doubt, the Debrors believe that the sespeetive-Trusts should each qualify as o
—liguidating trust” described in Treasury Regulalivn § 301,7701-4(d) and be treated as a "grantor trust” under

seetionSection 671 of Intemal Revenue Code Assurmng that thls treatment is comrect, none n:-f lhe Tmsts will be
treated as separate luxable entlities_» ? : arive -

d [30] d y
Debtor assets held by the Trusts. Insrcad thc holders of bencﬁclal mteresrs in each fespeemre—Trust wlll be tleated
as the owners of therespectivethat Trust's assets-{ net of—&ie—gabwf—,_lm_mum_llablllues ussumed-by—the-

respactive hv the ‘Trust).

Thc rcmamder of this. dlscussmn assumnes that WMWW&%MM

If the IS snceeeds in requiring a different

COI-12677621 25915 v3 -68-



characterization effor onc or more of the Trusts, the affected Trust conld be subject to tax on its income and gains,
and the amounts received by the holders of beneficial interests in the affected Trust with respect to their Claims
could be reduced as a resuit.

Tax Couscqnchces of Payment of Allowed Claims Pursuant to Plan

The federatincometar-consequences of theflan implementation eftheElanto the holders of Aliowed
Claims will depend, among other things, on the conmderahon to be recewed by the holcler whether the holder teports :
income on the accrual or cash method _whether ¢ BI Y'BCE ] i
taxable vear and-ea whether the holder has laken a bad debt dadur..llon or worthless securltv deduction wnh respect
0 its claim.

Tax Charucterizafion of Exchange to Holders of Cerfain Allowed Claims
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Each holder of an Allowed Claim in Class C-2A, C-3A or (-6 an the Effactive Date should be treated as
transferring the claim to the Debtors in exchange for cash and the holdes's pro rata share of the assets in the

appllcable Trust “‘*@M lht, Df.,btor llablhtlcs a.ssumcd by the a-pp-l-l-oe.-b-l-e—l mql)wm

ml:r.cs.l The holder Should reuognlze gain or loss t.qual to the differenee bctwccn (1] thc caf-;h recelved and the fair

market value of the assets-inhelder's share of the-applicahle Trust allecable-te-such-holdesmssets (less the amountof
thaDebtox liabilities assumed by the-apphieable Trust) and (i) (he holder's adjusted basis in its Allowed Claim.

‘I'ne character of any gain or loss recognized by the holder of an Allowed Claim as capital or ordinary gain
or loss and, in the case of capital gain or loss, as shori-term or long-term, will depend on a numbcr of factors,
inctuding: (i) the nature and origin of the Allowed Claim, (ii) the tax status of its holder, (iii) whether the Allowed
Claim has been held for more (han one year and (iv) the extent to which the holder previously claimed a loss ar had
debt deduction with respect to the Allowed Claim. Each holder of an Allowed Claim in Class C-2A, C-3A 0r C-61is
urged to consult the holder's own tax advisor as to the character of any gain or loss recognized with respect to the
holder's Allowed Claim.

The tax basis of property received in exchange for an Allowed Claim in Class C-2A, C-3A or C-6 will be the
amouni that is included in the holder's amount realized on the exchange of its Allowed Claim. This basis should be
the fair market valve of the assets in the applicable Frusts Trust (less the Debtor liabilities assumed by seehthe
Frests L rust), in each case as of the date of the exchange. The holding period for the property will begin on the day
following the exchange.
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Receipt of Pre-Effective Date Interest

Holders of Allowed Claims will recognize ordinary income to the extent that they receive cash or property,
including beneficial interests in {he-fespeﬁwe—'f—fus&salmﬂ, that is allocable to accrued but unpaid interest which
the holder has not yet included in its Income. 1f an Allowed Claim includes interest, and if the holder recetves less
than the amount of the Allowed Claim pursnant to the Plan, the holder must allacate the Plan consideration between
principal and interest. The holder may take the position that the amounts received pursuant to the Plan are allovable
first to principal, up to the full amount of principal, and only then to interest. However, the praper allocatian of Plan
consideration between principal and interest is unclear and holders of Allowed Claims should consult their own tax
advisors in this regard. 1f the Plan consideration allocable to interest with respect to an Allowed Claim is less than
the amount that the holder has previously included as interest income, the previously included but unpaid interest
may be deducted, generally as a loss.

The Deblors will refain thc.lr m,t opc.ralmg Iusu.:, dnd olht.r tax allrlb ules until th. &rﬂe—t-he—Dt.blurs are

liquidated—At-that time_g
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indebtedngss income. Ou liguidalion, any unuscd net operating losses or ather Debior tax attributes will be

extinguished.
Information Reporting and Withholding

Under the Internal Revenue Code's backup withholding rules, the holder of an Allowed Claim may he
subject to backup withholding with respect to distributions or payments made pursuant to the Plan unless the holder
comes within certain exempt categories (which generally include corporations) and, when required, demonstrates that
fact, or provides a correct taxpayer identification number and certifies under penalty of perjury that the taxpayer
identification aumber is correct and that the holder is not subject to backup withholding because of a failure to report
all dividend and interest income. Backup withholding is not an additional tax, but merely an advance payment that
may be refunded to the extent it results in an overpayment of tax. Holders of Allewed Claims may be required to
establish exemption from backup withholding or to make arrangements with respect ta the payment of backup
withholding.

ADDITIONAL INFORMATION

Any statements in this Disclosure Statement concerning the provisions of any docwment are not necessarly
complete, and in each instance reference is made to such document far the full text thersof. Certain documents
described or referred to in this Disclosure Statement have not been attached as exhibits because of the
mmpracticability of fumishing copies of these documents to all recipients of this Disclosure Statement. The Debtors
will File all exhibits to the Plan with the Banlsuptey Cowrt and make them available for review on the Debtors’ web site
at www.ncfe.comon or befare | }=280d- ‘The exhibits also will be available upon request from the Debtors'
counsel. :

RECOMMENDATION AND CONCLUSION

For all of the reasons set forth in this Disclosure Statement, the Debtors believe that the Confirmation and
consummation of the Plan is preferabic to all other altcrnatives. Consequently, the Diebtors urge all holders of Claims
in voting Classes to vote to accept the Plan and to evidence their acceptance by duly completing and returning their
Ballots so that they will be teceived on or before the Voting Deadline.
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Dated: Dececmber &24, 2003

COUNSEL:

/s Paul E. Hamer

PauL E. HarnER
JONES DAY

17 West Wacker
Chicago, llinois 60601
(312) 782~353%

MaTTHEW A. Kalkis
CHarLES M. OELLERMANN
Rannarl M. WaLTERS
JONES DAY

41 South High Street
Suite 1900

Columbus, Ohio 43215
{614)469-393%

ATTORNEYS FOR DEBTORS AND

DEBTORS IN POSSESSION
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Respectfully submitted,

NATIONAL CENTURY FINANCIAL ENTERPRISES, INC.
(for ftscif and on behalf of the NCFE Subsidiary Debtors)

By: /s/ David J. Coles

Name: David J, Coles
Title:  President, Secretary and Treasurer
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